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The technical assistance may include, but not be limited to- defining 
scopes of work or specifications for each procurement; preparation of
 
drawings defining required cormodities; reviewing designs of suppliers to 
insure compliance with the requirehents of the procurement contracts; 
installation or erotion of A.I.D. - financed equipment or the training of 
oersonnel in the maintenance, operation, and ue of the equipment in excess 
of $50,000 or 25 percent of a particular total purchase contract; services
 
facilitating the entry of goods into Sudan as well as the proper distribution 
of the comodities once inside the country; and assistance to the Government 
of Sudan in monitoring and arrival accounting. Regulation 1 will not be 
applicable to the procurement of technical assistance services outside of 
commodity contracts. A.I.D. direct contracting procedures will be used 
unless A.I.D. otherwise agrees in writing. 

3. Cornmiodities procured under the Grant may not be used in the production 

of palm oi!, sugar, or citrus products. 

4. Such other terms and conditions as U.S.A.I.D. may deem advisable. 
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ACTION ,EIORANDUM FOR THE ADHINISTRATOR 

THRU: A-AA/PPC, Richard Derhamrd/v'
 

FROM: AA/AFR, Mark Edelman, Actirt 

SUBJECT: Sudan: FY 1984 Commodity Import Program Grant,
 
650-K-606, Amendment 

Problem: Your approval is xequired to authorize an amenumenc
 
to the FY 1984 Commodity Import Program (CIP, 650-K-606) or $62
 
million to the Government of the Democratic RepuLblic of Sucar 
(GOS) from Economic Support Funds. USAID plans to obLigate the
 
entire amount in the third cuarter of FY L984. The $b2 million
 
will bring the total FY 1984 CIP to $102 million and the total
 
FY 1934 ESF in Sudan to $120 million.
 

Background: The Action ',emorandum for the original PAAD 
details the economic difficulties facin- SuC'an and thc 
international effort to support an economic stabilization an(d
 
reform program in Sudan. The objective of the CIP is to assist 
the economic recovery of Sudan by helping the GOS overcome a 
serious balance of payments problem. The FY 1984 CIP inclucies 
the first tranche of $40 million tor the Petroleum Initiative. 
i'"is second tranche ot the CTP proviL es $62 million of foruign
 

exchange for ottier essential public and private sector imports. 

Discussion: Over the past year USAID has oeveloped for this 
PAAD the criteria for targeting CIP commodities in accordance
 
with concerns of major international and bilateral donors
 
analyzing Sudan's balance of payments crisis. USAID has uscG
 
these criteria to define essential commouities in terms ot
 
social and economic stabilization while trying to redirect
 
imports to investment for increased prodiuction and exporc. The 
CIP is placing new emphasis on the role of rainfed crops in 
expanding foreign exchange earnings. A higher percentaee ot 
CIP commodities than in previous years (50 percent) will be 
utilized by the private sector. An aridec emphasis 'Lil- aress 
USAID's objective of getting more commodity assistance to the 
ruril regions in support of regional development. 

Procurement under the Program will be restricted to commodities 
of AID Geograpnhc Code 94l source -n,- origin. The iollowtn2 is 
an illustrative list wit-, upper limits of value from wnich $62. 
million of ccmmooities may be procured uncer tnls CIP: 



imit ok ValueCommordt Les 	 Upper 


Fert ilizer
 
Jutc, baiLing hoops 	 20
 

20
Tallow 

Sp.i rz parts 	 8
 
Agricultural machinery and 

equ:ipment 30 
Transportaticn equipment 

3i,(; parts LO 
TeLecommunLcatton equipment 6 
i:nr.!utrLit1 Lnp.'ts .ni 

equi pmen t 21. 
Power generation equipment 20 
Eirn novLng equipment 5 

TOTAL 	 i 

Suf!anese local currency gene tc(i fromr rhi.s CIP will be 
prcgrammec to supporc USAID's DevelUpment Assistance projects, 
3 ?egon,l Development Support fund, tie GOS eCvelopmCnt 
budget, or other donor financed actlvittes. A portion o tlee 
LoC1L currency ge,er3tLon- 'iLsotdll i.,-,ipositte, in .itr1:st 
tund iccount to support Mission operation. in Sudan. 

AFide from the stind.rd ccndLtions nrccecent 	 1-" inLti;ll 
disbursement, the Grant Agreement will. contain eleven 
co,,enants, under the most sgnLftcnt c[ L;hicil the GMS ';ill 
.igree to: 

-- IncLu('e members of tne private ..ecLer on- Lts ComiocditV 
Ai( Committee; 

-- Scu(d' the foreign exen.inge rate form-La governLnp. 
conversion of export e.,rnin.s; 

-- Exclude any partictpation by Suc:an's Hilntr; Economic 
Board in procuremenc or transportation uncer tne CIP; 

-- Est iollsh .i SpccLal Account into .c c.il 

currencies from all comrodity procurements will lie deposicteo"; 
-- Stt:cv t!le teas L ity o L lLnir,4ain3? to LO cth"c,1.:74 

rate applied to all donor kinanced commodities in Su(iav: 
-- Jeintlv program counterpart c.or cO miLiLLc, 

Sudanese pounds tor a Regional Development Lund; 
-- Aliocate "0"miijion ($2 oii .on tor tit Sourrv ,) tU, 

prtv:ite pro01.ction-orLented enterprises in the reezLon:3: 
-- 'nLrcucE rcforms Ln" tho Nacio:ii! Eiu ctr :it 

Corporation to reciuce Losscs anti improve manaeO~nt. 

Tt c'nr;oU icy eli q Ll i tv rte ",ilt be ct. (ate c.r, w:"Lc C cne 

Agreenent is sigred. PrGcurement and financing prucepures 
un r tanLs 14i 1.-. c , re e s t ,rt. in AI12'' t Lr~i L, 
e:crpt ror the procuremnt ot technical services. 

http:stind.rd
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Proposed tallow, baling hoops, composite flour equipment, and 
agricultural machinery and equipment prucurement can meet the 
requirement of Section 203 of the International Security and 
Development Cooperation Act of 1981 that at least 15 percent of 
ESF funds made available each year for CIP be used to finance 
the procurement of agricultural commodities or 
agricultural-related products which are of U.S. origin. 

The Executive Committee for Project Review (ECPR) considered 
thi.s amendment on April 26, 1984, and recommended approval of 
$02 million for FY 1984, The ECPR noted that the PAAD 
amendment was well done and commended the USAID for its 
discussion of criteria for commodities to be imported. 
Concerning planning for project-like activities financed by the 
CIP, the ECPR recommended that, for the purpose of identifying 
the need for economic, financial, and technical analyses, the 
Mfission Director can determine what is a project-like 
activity. For such project-like activities, USAID/Sudan 
Mission Orders (Annex E of PAAD) define responsibilities for 
conducting any required analyses. Thus, some technical 
services will be required for major procurement proposed under 
this CIP amendment. An illustrative budget for sucn services 
tias9 been added to the PAAD. 

The CIP was included in the FY 1984 Congressional
 
Presentation. A Congressional Notification is not required.
 

The Africa Bureau Environmental Officer has concurred with the
 
Initial Environmental Examination which decermines that this
 
activity qualifies for a categorical exclusion from
 
environmental procedures.
 

The USAID/Sudan Office of the Controller will be the overall
 
coordinator for the CIP, responsible for monitoring the
 
performance of the three other USAID offices wtmich share CIP 
responsibilities: Supply Management; Economic Policy and
 
Program; and Project Operations. Thie USAID/Sudan officer
 
responsible for the program is Mel Van Doren, Mission
 
Controller. The Africa Bureau Projects otfLcer responsible for
 
the program is Warren Weinstein, AFR/PD/EAP. The SER/COM/ALI
 
officer responsible for the program is Georgia Fuller.
 

The major GOS entities responsible for administering and
 
implementing the CIP grant amendment will be tiie Ministry of
 
Finance and Economic Planning (MFEP), the Ministry of
 
Cooperation, Commerce and Supply (MCCS), and the Bank of Sudan. 

No waivers are neces;sary to implement this CIP Grant Amendment.
 



Recommendation: That you sign the attached PAAD amendment, 
therefr aw.LhncrizLr:P the $i2 mililon .mendimenL to t e FY 1984 
CIP PAAD for Sudan from the FY 1984 ESF grant program. 

Clearances: r, i 

AFR/EA, ESprtags . - Date I/-
AFR/PD/EAP, JHe rc i'ra Lt) Date /I17/? 
AFR/ P, HJohnson - ', Date TT77l 
AFR/TR, L.i J~crcqtT ZID i 

GC/AFR, TiBor. t....,. Dte i 
AFR/PD, NCne ___'-_" D_a _-_.___-"
_Le__ 
SER/CO., Pliagan '- .Date 47/( -,J 
.k/i, CChristensen ,"'i D-te P,2 
TDAA/AFR, PBLrnbaum Dte
 
!)P/ \"ati'PC/PDPR,FHlLne' 

CC, Fry 41V Date '
 

Drafted:AFR/?D/EAP, A- eu:apih:5/'O/84
 

Doc. 0836J
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I. SZ4?ARY AND REOMMENDATICUS
 

A decade ago, Sudan's current account was approximately in balance. 
Government savings, the difference between current revenues and expenditures, 
were about 2% of GDP and financed most of public investment, gross national 
savings were over 11% of GDP and the inflation rate and debt service burden 
were relatively low. Financial stability, however, was accompanied by 
economic stagnation. 

In the mid-1970s, the GOS launched a major public investment program. 
Large public investment spending stimulated rapid growth, but the consequent 
surge in inorts, for consumption as well as investment, was acccapanied by 
deteriorating public and private savings rates. The foreign exchange gap 
resulting from adverse import and export trends led to a rapid increase in 
external borrowing, while at the same time growing budgetary imbalances led to 
increased deficit financing by the Bank of Sudan. The consequences were 
accelerating inflation and rapidly rising debt service obligations. on the 
production side, inadequate provision was made for maintenance of 
export-oriented public irrigation schemes, and project selection and 
implementation problems delayed returns from new investments. Thus, Sudan's 
GDP growth averaging 8 percent per annum during the mid-seventies could not be 
sustained. External debts became due before physical assets achieved full 
production, and the foreign exchange constraints which emerged by the late 
1970s resulted in a contractiom of imports, leading in turn to production 
probl-ns in agriculture, underutilization of infrastructure and manufacturing 
capacity, an erosion of the fiscal base, and a decline in overall economic 
activity. The result was economic stagnation and financial crisis after 1978. 

The Sudanease eccncmy suffers from major structural imbalances between 
investment and savings, public revenues and expenditures, and imports and 
exports. External debt servicing, which is ten times export earnings, with 
imports three times exports, a current account deficit over 10 percent of GDP, 
a population growth rate over 3 percent, and over half. a million refugees from 
neighbouring countries to be suppcrted, is a major challenge requiring 
exceptional effort.
 

In 1981/82, Sudan's econcmy hit a low point when the trade deficit topped 
k1.5 billion. Imports were unusally high in this year due to a jump in 
consumption of several subsidized items - petroleum, wheat and transportation 
vehicles. Import payments were up 16 percent overall. In the same year 
export earnings bottomed out after a three year decline. Exports that year 
covered only 20 percent of imports. The three year decline in export earnings 
was the result of difficulties with cotton sales. Income was forced down by 
lcw yields, low quality, and low prices. 

In 1982/83, Sudan's pattern of increasing trade deficits was broken and 
the deficit decreased from k1.5 billion to kI.2 billion. For the first time 
in many years merchandize imports declined noticeably, by 7.5 percent. The 
government - implemented several reforms designed to check import increases, 
e.g., multiple devaluations, incentives for import substitution and 
restrictions on bank financed imports. Under new management, sugar production 
at the giant Kenana estate increased enough to help cut the sugar import bill 
by over $100 million. Sugar production generally benefited from increased 
producer prices and area expansion. During the same year, merchandise export 



receipts increased by 48 percent. 1982/83 saw a remarkable increase in cotton 
export volume, triggered by a devaluatin of the pound, pre-planting 
announcement of higher cotton prices, and restructuring of financial 
incentives within the government's irrigated schemes. Sudan appeared to be 
profitting from the reforms of the early 1980's. All the same, with a debt 
then topping 7 billion, Sudan was forced to undergo ccmprehensive debt 
restructuring and economic reform under the auspices of the IMF, Paris Club, 
and the Consultative Group of donor countries. 

While the outlook for Sudan's 1983/84 trade performance is still sketchy, 
there are hopeful signs. This year's cotton crop shows improved yields and 
quality. World cotton prices are current.y strcn. Should they hold, Sudan's 
cotton will command good prices. Gum arabic production is running well above 
average (a record harvest is forecast), and world prices remain firm. But the 
drought in the rainfed sector and the likely near total loss of sorghum export 
earnings casts a pallor. Thus we expect overall export earnings to increase 
only slightly in 1983/84. In addition the government is actively discouraging
 
consumer good imports, and restructuring petroleum import financing in a move 
that could save Sudan $60 million annually. The trade deficit should again 
decline, falling to around t900 millicn. With C pledges of t375 million of 
program assistance and t680 million of planned debt relief, the GOS will still 
experience a sizeable residual financing gap. Some donors are considering 
increased program assistance for specific purposes while the GOS is further 
examining ways of reducing needs for foreign exchange. 

Planned A.I.D. support in 1984 includes t28 million of project assistance, 
550 million in PL 480 cmmodities, and $120 million of ESF support, including 
an k18 million cash grant signed in February, a 40 million CIP grant planned 
to support a petroleum initiative, and t62 million of CIP commodities proposed 
under this PAAD. In 1983, after Saudi A,:abia the U.S. was second largest 
bilateral donor providing 17.5% of t800 million disbursed by bilateral and 
multilateral donors.
 

One of the important refinements in the proposed CIP is USAID's special 
attention to assessing the economic impact of the commodities to be imported 
under this grant. The economic impact of each category of commodities to be 
imported is assessed in Section VI. As a result of this analysis a higher 
percentage than in previous years will be utilized by private firms. In 
addition, USAID is now directing CIP commodities for the first time toward end 
users in the rainfed sector which earns more net foreign exchange than the 
irrigated or industrial sector. With cotton exports not expected to regain 
the 1970 level until 1988/89, the CIP is placing new emphasis on the role of 
rainfed crops in rpanding foreign exchange earnings. Indications are that 
the best institutional means for reaching rainfed end users are existing 
development finance corporations, the Aqricultural Bank of Sudan and the 
Industrial Bank of Sudan, both of which are well established financial 
institutions which can assess feasibility and provide credit for economically 
and financially sound projects. A major part of the commodities provided 
under this grant also is earmarked for continued rehabilitation of the
 
electrical transmission and distribution system which still imposes immense 
costs on the economy because of power outages. 



A. Origin of the Foreign Exchange Criis 

The initial causes of chronic foreign exchange shortages arose during the 
early 1970's, when the GOS undertook a major public sector development program
and borrowed heavily from abroad to finance the program which, with large
increases in petroleum import prices starting in 1973, initiated a period of 
extreme shortages of foreign exchange from which the economy has not 
recovered. Lagging exports, a steadily widening trade gap, and growing
budgetary deficiencies compound the economic difficulties. Cotton exports,
which accounted for 60 percent of total exports and averaged $300 million 
annually during the 1970's, fell to t158 million, 32 percent of total exports 
in 1981. Non-cotton exports have offset the decline to same extent but there 
were virtually no increases in total exports until 1983. Imports, on the 
other hand, led by petroleum and sugar, increased 90 percent from $1.0 billion 
in 1976 to $1.9 billion in 1981/82, declining to $1.7 million in 1983 (Table 
7).
 

Sudan's external payments weakened after the mid-1970's from a combination 
of domestic and external factors, including: (1) slow growth in output,
particularly of export commodities; (2) rising public and private expenditures
financed mainly by internal and external borrowing; (3) labor shortages
resulting from migration of workers to the Arabian peninsula; (4) cost/price 
distortions arising from controls on prices of key inputs, commodities and 
profit margins; (5) an overvalued exchange rate which reduced the 
profitability of exports and encouraged imports; (6) negative real rates of 
interest which discouraged financial savings; (7) rising international prices
of essential imports, particularly petroleum and sugar; and (8) a growing 
external debt service because of a rise in international interest rates and a 
sharp increase in indebtedness (Table 2). By mid-1978, the econcmy faced a 
severe shortage of foreign exchange and a buildup of external payments arrears. 

B. Government Policies and Programs for Economic Recovety
 

1. Three Year Public Investment Program. In response to the serious 
economic situation, the GOS, with ZT and IBRD assistance, embarked upon a 
three-year economic stabilization and development program in July 1979. The 
program was aimed primarily at reducing the recurring balance of payments
deficits and restoring growth to the economy (Table 1). The principal targets 
were to: (1)raise the growth rate of real GDP from a negative rate in 1978/79 
to 4 percent per annum; (2) lower the rate of inflation from the 26.7 percent 
in 1978/79 to 10 percent by 1981/82; (3) hold the current account deficit to 
U.S. $400 million by 1981/82 vs. $458 million in 1978/79; and (4) eliminate 
external arrears. Key measures included fiscal and monetary restraints, 
periodic exchange rate adjustments, the elimination of import price subsidies, 
reduced taxes on exports, and the restructuring of agricultural incentives to 
encourage the increased production of export crops, primarily cottcn and to a 
lesser extent, sorghum.
 

After assessing GOS performance during the first year of the 
three-year program, the DF forecast gradual improvements in the Sudan's 
balance of payments, beginning 1983. Results during the second year
(1981/82), mainly the poor performance of cotton production, led the F to 
terminate the three-year program in favor of annual standby arrangements.
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1. Three Year Public Investment Program, Local and Foreign Costs 

Sector 1981/82 1982/83 1983/84 1984/85
 

Local 

Agriculture 34 50 66 74Manufacturing 13 10 14
E r and Mining 12 i8 

12 
17 12Watur 6 9 10 10TrFnsport & Communication 64 45 42 41services 25 25 31 34Regional Development 42 52 60 64 

Total in current prices 196 
 209 239 
 247
 
Total in constant 1981/82

prices 
 196 182 185 174
 

Fbreign
 

Agriculture 
 60 91 131 127
Manufacturing 3 15 26 28
Energy and Mining 55 50 50 45Water 
 5 10 15 14
Transport & Communication 90 70 75 70
Services 
 31 21 
 27 31

Regional development 17 18 21 26
 

Total in current prices 261 
 275 345 335
 
Total in constant 1981/82

prices 
 261 239 267 236
 

Total 

Agriculture 
 94 141 197 195
Manufacturing. 
 16 25 40 40

Energy and Mining 
 67 68 
 67 57
Water 
 11 19 25
Transport & Communication 154 115 117 

24
 
il


Services 
 56 46 57 65

Regional development 59 70 81 
 91
 

Total in current prices 457 484 584 
 582
 
Total in constant 1981/82

prices 
 457 421 
 452 410
 

Source: Ministry of Finance and Economic Planning,
Prospects, ProcEammes and Policies for Economic Development 
1982/83 - 1984/85
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Economic indicators since 1982 were not encouraging. Development of 
petroleum reserves in southwestern SLdan has continued but recently was 
interupted (Table 19). Contracts for construction of a pipeline to transport
50,000 barrels per day were awarded in 1983. Consumption of petroleum
products is expected to increase about 10% this year. The disappointing
economic performance was accompanied by 37% expansion of the money supply
which, with reduced output, increased the rate of inflation. The cost of 
living index rose 41% during the 12 norths through March 1983, compared with 
24% in the preceding year (Table 13). 

2. The 1983/84 Standby Arrangement. The 1983/84 Standby Arrangement, 
which covered the period February 23, 1983 through February 22, 1984, was 
aimed at strengthening the external payments position by: (1) providing 
encouragement to exports, particularly agricultural products; (2) restraining
growth of imports while redirecting their composition toward intermediate and 
capital goods and away from non-essential consumer goods; and (3) increasing 
incentives for remittances by Sudanese workers abroad. Specific real and 
financial targets were set for 1982/83 and 1983/84 to be backed by policy 
measures. More specifically, the ecornmy was expected to achieve a growth 
rate of 3.5% in 1982/83 (cotton output to increase about 16%) and, in order to 
achieve a reduction in the rate of inflation to about 15%, monetary expansion 
was to be contained to about 28% and the overall budget deficit to be reduced 
to 7% of GDP. The performance of the economy overall has not met these 
expectations. 

During 1982/83 aggregate real GDP declined 2 percent. Policy steps
taken by the GOS to encourage production in irrigated agriculture, including 
increased procurement prices and rehabilitation of physical capital, increased 
yields and output substantially. Cotton production rose 29% and yields 24%. 
However, this growth was more than offset by a sharp reduction in production
in rainfed areas due to drought where dura output declined 32%, groundnuts
29%, and sesame 42%. Real agricultural value added declined nearly 8%. 
Manufacturing output rose somewhat because of improved production of sugar and 
cement, attributable to rehabilitation. The manufacturing sector continues to 
operate well below capacity. 

Fiscal performance was more encouraging. The budget deficit declined 
from 9.8% of GDP in 1980/81 to approximately 6.1% in 1982/83. Reliance on 
bank cr-edit to finance government expenditures declined from 23.7% to 6%. 
Because of revenue measures, including a change in tariff rates, increases in 
excise taxes, and higher rents and fees, tax revenues rose 41% and non-tax 
revenues, 31%, nearly matching the rate of inflation. The increase in
 
government expenditures in 1982/83 is expected to be held in 22%.
 

The current account improved considerably in 1982/83. Export earnings 
rose 48% with a doubling of cotton exports. Imports declined 7%, largely
because of 'lower payments for petroleum and of sugar imports. The current 
account deficit is expected to be less than half of the kI.l billion deficit 
in 1981/82. 

Improvement in external payments is expected to continue through 1984, 
largely through increased earnings from cotton and other agricultural exports 
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which requires continued rehabilitation of capital stock, availability of 
imported inputs and electricity, and appropriate domestic pricing and demand 
policies to encourage exports and curtail non-essential imports. The GOS
maintains that measures to broaden the free market can be expected to reduce 
the divergence between the official and free market rate. A major increase in 
the rate of domestic savings, particularly in the public sector, is needed to 
increase investment.
 

While some indicators of economic performance during 1982/83 are 
encouraging, debt service obligations are expected to exceed exports in each 
of the next five years and annual debt rescheduling will be required for 
several years (Table 3). 

3. Debt Rescheduling. Three rescheduling agreements between Sudan and 
official creditors, comprising the Paris Club, took place in November 1979,
March 1982 and February 1983. Although Sudan's initial obligations under the
1979 agreement were met on schedule, debt servicing difficulties again became 
apparent toward the end of the 1981 and, in addition to the inability to meet 
the principal payments due in October 1981, substantial arrears accumulated on
interest obligations (Table 6). The GOS again approached the Paris Club and a 
meeting was convened in March 1982 to consider a request for further debt 
relief and an agreement was reached whereby 90 percent of debt service 
payments due, and not previously rescheduled, between July 1, 1981 and 
December 31, 1982 were rescheduled. The amount rescheduled is estimated at 
k180 million. However, mainly because of delays in finalizing the bilateral 
agreements with individual concerned to thethe creditors and continuing
foreign exchange constraint, the GOS did not make any payments. 

In 1982, the GOS decided to adopt a global approach to the 
restzucturing of external indebtedness in support of a domestic stabilization 
effort. The structure and terms of the debt are given in Table 5. This 
process began with the selection of an External Finance Co-ordinator by the 
GOS and major creditors, in co-operation with the IMF and the IBRD, to 
coordinate the formulation of a debt rescheduling arrangement. The members of 
the Paris Club met on February 3 and 4, 1983 and agreed to reschedule all
principal and interest payments due before December 31, 1983 and not already
paid, on: (1) commercial credits guaranteed or insured by the governments of 
the participating creditor countries or their appropriate institutions, 
purs tant to a contract or other financial arrangement concluded before January
1, 1983; (2) loans from governments or appropriate institutions of the
participating creditor countries concluded before January 1, 1983; and (3)
repayments of principal and interest due a result ofas the consolidations 
concluded or to be concluded according to the Paris Club reschedulings of 
November 1979 and March 1982. The Club members agreed that only one-half of 
the interest due in 1983 on the amount rescheduled would be paid. The other 
half was capitalized and will be repayable in accordance with terms applicable
to the other categories ot debt under the reschediiling agreement. The total 
amount rescheduled was estimated at U.S. t535 million. The rate and 
conditions were to be determined bilaterally between the GOS and the 
government or appropriate institutions of each participating creditor 
country. In addition to the rescheduling granted, the participating creditor 
countries agreed, in principle, to a meeting to consider Sudan's debt service 
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2. 	 Estimated Medium- and Long-term Publicly Guaranteed 
External Debt Outstanding, December 31, 1982 

Item S Million 

International organizations i, 346 
Foreign governments 3,959

Arab oil exporting countries 2,049
Members of the Paris Club 1,487 
Eastern bloc, Yugoslavia 423 

Financial Institutions 1,040
 
Suppliers' credits 
 379
 
Memorandum items:
 
Debtor balance under bilateral
 
agreement with Egypt 	 121
 

Total outstanding debt (disbursement only) 6,724 

Source: IMF, September 1983 
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3. External Public Debt Service Obligations, 1984-88
 

Item_ 


A. Debt service on
 
disbursed debt 


Bilateral 

O= countries 
Paris Club I 
Paris Club II 
Paris Club III 
Other 

OPEC member countries 


Eastern bloc countries 


Other countries 


Multilateral 


IMF 

Use of resources 

Trust iluid 

SDR charges 


World Bank 
IBRD 
IDA 

Other 


Financial Institutions 

Commercial bank
 

rescheduling 

Other 


B. Debt service on debt 
yet to be disbursed 

Total 


1984 


976.2 


633.6 

74Y.7 
(86.6) 

(29.2) 

(56.3) 

(71.2) 


347.4 


25.4 


17.5 


193.4 


146.8 

(135.0) 


(6.9) 

(4.9) 


1"_.9 

(7.1) 

(4.8) 


34.7 


149.2 


i13.2 

36.0 


96.5 


1,072.7 


1985 


1,118.2 


637.7 

T 
(85.5) 

(18.5) 

(56.3) 

(55.5) 


386.7 


23.2 


12.0 


225.2 

177.7 

(159.4) 

(13.4) 

(4.9) 


12.8 

(7.1) 

(5.7) 


34.7 


255.3 


219.3 

36.0 


173.5 


1,291.7 


1986 


1,117.1 


569.6 


(80.8) 

(18.3) 

(56.3) 

(44,.8) 


326.2 


20.8 


22.4 


264.0 

216.1 

(195.5) 

(15.7) 

(4.9) 


13.2 

(7.1) 

(6.1) 


34.7 


283.5 


247.5 

36.0 


219.5 


1,336.6 


($Million)
 

1987 1988
 

1,068.9 986.5
 

517.1 480.5
 
153.2
 

(32.0 (29.9)
 
(33.8) (46.9)
 
(56.3) (56.3)
 
(36.6) (20.1)
 

319.9 298.2
 

17.9 14.3
 

20.6 14.8
 

289.1 263.0
 
242.6 216.3
 
(222.1) 195.8)
 
(15.6) (15.6)
 
(4.9) (4.9)
 

11.8 12.0
 
(7.1) (7.1)
 
(6.3) (7.0),
 

34.7 34.7
 

262.7 234.0
 

226.7 207.0
 
36.0 36.0
 

267.5 357.7
 

1,336.4 1,344.2
 

Source: GOS, IMF Treasurer's Department, IBRD Debtor Reporting System.
IMF estimates August 16, 1983. 
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4. Debt Service, 1984
 

( Million) 
Item Principal Interest Total 

Public or publicly guaranteed debt 515 535 1050 

Peat Marwick Mitchell data 475 442 917 
Multilateral institutions 127 56 183 

IMF 93 40 133 
IBRD/IDA 7 6 13 
Other 27 10 37 

Bilateral creditors 348 227 575 
Paris Club 170 136 306 
OPEC members 1/

heEastblc/ 
147 

14 
83 

2 
230 
16 

Other  17 6 23 
Commercial Banks - 159 159 
Rescheduled 133 133 
Other - 26 26 

Adjustments to Peat Marwick data' 40 51 91 
Multilateral institutions arrears 
Interest on non-Paris Club 

40 2/ 5 40 

reschedulings 51 51 

Servicing of debts contracted in 
1983 and 1984 - 42 42 

IDA - 1 1 
IMF and AMF - 30 30 
Other multilateral creditors - 3 3 
Bilateral creditors - 8 8 

Private Debt 	 73 20 93 

Suppliers 70 7 77 
Pre-1983 obligations 17 1 18 
Servicing of debts contracted in 

1983-84 	 53 6 59
 

Other private debt. 	 3 13 16 

Total 	 588 555 1,143
 

1/ 	Assuming arrears and amounts due in 1983 are rescheduled. 

2/ 	To eliminate remaining arrears. These are, assuming no interest on 
outstanding amounts-ADB: US k12 million; AFSED: US t2 million; 
EEC: US ki million; and IDB: US kI0 million. 

Source: IMF estimate 12/13/83 
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5. Structure and Terms of External Public Debt 
Commitments Jan. 1, 1972 - Dec. 31., 1982 
Debt Repayable Foreign Currency and Goods 

($000) 

Period Ending Amount ($) 
Interest 

(%) 
Maturity 
(Yrs.) 

Grant 
(Yrs.) 

Grant 
Element (%) 

Grant 
Equivalent (t) 

7212 
7312 
7412 
7512 
7612 
7712 
7812 
7912 
8012 
8112 
8212 

168,205 
276,590 
518,573 
625,759 
635,505 
628,992 
752,884 
739,214 
744,234 
312,867 
700,564 

3.243 
4.434 
5.539 
5.408 
5.145 
5.356 
4.204 
4.434 
3.033 
7.257 
3.594 

21.5 
23.2 
14.6 
18.0 
17.4 
14.1 
24.1 
20.2 
25.6 
24.1 
20.6 

6.9 
5.5 
4.8 
4.5 
5.6 
4.7 
6.5 
5.8 
6.2 
5.7 
5.6 

46.7 
39.4 
28.0 
29.9 
30.9 
27.0 
41.8 
38.0 
49.5 
32.7 
42.0 

78,541 
108,936 
145,264 
187,317 
196,182 
169,770 
314,456 
280,922 
368,719 
102,341 
293,913 

Total 6,103,387 4.613 20.1 5.6 36.8 2,246,361 

Source: IBRD Debt Reporting System 
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6. Outstanding External Arrears, June 30, 1981
 

Creditors 
 * Million 
1. Bilateral 
 599.1
 

OECD Countries 
 274.
 
Paris Club I (87.4)

Paris Club 11 (40.0)
 
Other Bilateral (0.1)
 
Other Suppliers (55.9)
 
Other financial instit ons (126.1)


Eastern bloc 
 53.8
 
Oil producers 270.8
 

2. Multilateral 
 77.8
 

3. Suppliers 26.8
 

4. Financial Institutions 
 188.5
 

Other multiple lenders 111.8
 
Arab financial institutions 76.7
 

5. Short-term 
 859.0
 

Financial Institutions 323.0
 
Suppliers credits 
 536.0
 

Total 
 1,751.2
 

Source: IMF
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obligations due after December 31, 1983. The GOS 	 undertook to negotiatecomparable rescheduling agreements with bilateral creditors that are notmembers of the Paris Club and also with the commercial banks. 

Following the agreement at the Paris Club meetings, the GOSnegotiations 	 beganwith Sudan's principal oil exporting country creditors who 	 hadindicated that they would provide relief in of the1983 same type as providedby 	the Paris Club creditors. Discussions on the rescheduling of debts owed tosome of the smaller remaining creditors alsorescheduling agreements with official creditors, 
have begun. In addition to 

the 	 GOS reached agreementwith the commercial banks at end-December 1981 to reschedule interest andprincipal in arrears. The agreement called afor downpayment of 	$106 millionto 	be made by March 26, 1982. This downpayment was 	 not met in full,banks agreed 	 ar, theto defer the unpaid portions for settlement in three installmentstwo 	 months apart, starting September 1982. However, as 	 with indebtedness toofficial creditors, the foreign exchange shortage prevented these obligationsfrom being met. Approaches were made in February and March 1983 to more than100 	 banks participating in the 1981 agreement for a major amendment toterms of the agreement. 	 theBy 	 April 5, 1983 all participants in the 1981agreement had accepted the 	 terms of the modification. Other banks not partyto 	the original agreement have 
terms. 	

also been approached for refinancing on similarThe 	 1981 agreement was amended so 	 that all principal and interestoutstanding as of April 5, 1983 under that agreement were consolidated into asingle loan amounting to 	U.S. $646 million. The loan is technically repayableon 	 demand at the instruction of a group of banks composed of the majorcreditors. In the 	absence of such instruction, the consolidated loan will berepayable in accordance with the terms previously agreed,installments starting April 5, 1985. 	
i.e. 17 quarterly

Interest in the consolidatedaccrue quarterly at 1.3/4 percent 	 loan will 
over the six month London Interbank Rate.Although the debt relief in 	 1983 has reduced Sudan's debt service obligationsto 	manageable proportions, debt service prospects over the termmedium remain very unfavorable. 

C. 	 Other Donor Assistance 

In 1983, disbursements of official donor assistance were about one thirdmultilateral and two thirds bilateral. Two thirds of 	 the $800 milliondisbursed was cash or commodity assistance. Saudi Arabia was the 	 largest
contributor. 



Country/Institution 


Bilateral
 
Saudi Arabia 

U.S. 

Germany 

U.K. 

Netherlands 

France 

Italy 

Japan 
Other 


Subtotal 


Multilateral 

IBRD/IDA 

Arab Monetary Fund 

EEC 

Islamic Development bank 

Arab u 
African Development

bank 
IFAD 

OPEC Fund 
Saudi Fund 


Subtotal 


Total 

Source: Table 7. IMF 
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Million Percent
 

178 22.3
 
140 17.5
 
50. 6.3
 
35 4.4
 
34. 4.3
 
30. 3.8
 
26. 3.3
 
38. 2.8
 
38. 4.8
 

553. 69.1
 

60. 7.5
 
60. 7.5
 
50. 6.3
 
41. 5.1
 
35.. 4.4
 
16. 2.0 

16. 1.9 
15. 1.3
 
10. 1.3 
10. 1.3
 

247 30.9
 

800. 100.0 
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7. 	 Revised Projections of Official 
Aid Disbursements, 1983 

Initial Projecticms Revised Projections 
Cash 
 Cash
Source 	 Comrodity Project Total Cimodity Project Total 

Bilateral
 

Australia 2 - 2 2 - 2Canada 
 8 5 13 
 8 5 13Denmark - 5 5 - 5 5Finland 2 2 4 - 3 3France 
 20 15 35 20 
 10 	 30

Germany, Federal 
Republic of 
 8 50 58 10 40 50
India 
 8 - 8 8
Italy 	 29 10 39 

- 8 
16 10 26
Japan 
 20 15 35 12 10 22
Netherlands 
 14 14 
 28 12 12 24
Norway 5 5 10 5 2 7Saudia Arabia 100 - 100 178 - 178Spain 5 - 5 5 	 5-Switzerland 5 - 5 5 - 5United 	Kingdom 15 35 50 10 25 35United 	States 
 130 25 155 120 20 140
 

Subtotal 
 371 181 552 411 142 553
 

Multilateral
 

Abu thabi Fund 
 50  50 -

African Development 

-


Bank 
 - 10 10 - 10 10Arab Fund - 16 16 - 16 16Arab Monetary Fund 50 	 50 50 -
European Community 23 	

50
 
18 41 23 18 41 

International Fund
 
for Agricultural
Development - 15 15  15 	 15 
Islamic 	Development

Bank 
 -
 -
 - 35  35
OPEC Fund 
 10  10 10  10
Saudia 	Fund 
 - 10 10 
 - 10 10
IBRD/ID 10 50 60 10 50 60 

Subtotal 
 143 119 262 128 119 247
 

Total 
 514 300 814 539 261 800
 

Source: IMF, July 14, 1983. 
 Includes disbursements from commitments
 
in previous years.
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At the Consultative Group meeting in January 1983 about t300 million in 
project assistance, $489 million in fast-disbursing program assistance, and 
40 million in suppliers' credits were pledged. At the Paris Club meeting the 

following month 100% of principal and interest falling due in calendar year 
1983 was agreed to be rescheduled over a 16 year period of which 6 years would 
be grace. The fast-disbursing assistance amounted to t69 million more than 
needed, according to IBRD/ITM projections, so that the debt relief technically
could have closed the projected balance of payments gap for 1983. 

The GOS/CG monitoring group indicate that donor assistance has not been as 
forthcoming as pledged. According to the GOS, Joint Monitoring Committee, the 
Consultative Group (CG) meeting in Paris in January 1983 provided aid 
commitments for 1983 of 740 million, of which $440 million was commodity aid 
and t300 million project aid. Actual ccmmitrents of external aid through 
October were: 

Type t Million 

Cmmodity Aid 335.0 
Cash Aid _/ 70.0 
Project Aid 330.0 

Total 735.0
 

1/ Excluding BFl and AMF credits. 
Source: GCS, Joint Monitoring Committee, 
November 1983. 

Although commitments of commodity and cash aid for balance of 
payments support are in line with commitment pledges by the CG, 
disbursements were only 68% of the total authorized. No disbursements 
were made of the new project aid agreements signed during 1983 because of 
the long lag between commitment and disbursements. Disbursements during' 
1983 were from earlier agreements. Overall aid commitments for 1983 were 
substantial but disbursements were low because of implementation

bottlenecks. Commitments by FT and AMF were t202 million and gross
disbursements were 148 million through October 1983. 

World Bank Group gross commitments to Sudan total t922 million. Of 
this, t33.0 million are IFC conitments. There have been eight IBRD 
loans (two on Third Window terms) and 33 IDA credits for a total of 36 
projects. Twenty projects are under implementation. About 55 percent of 
total Bank/IDA lending was for agricultural development. Projects in 
other sectors include three power projects, two education projects, two 
highway projects, four railway projects, two port projects, two technical 
assistance projects, and two industrial credit projects.
 

In 1983, IDA has committed a total of k130.0 million, of which $80.0 
million equivalent was for the Gezira Rehabilitation Project and 50.0
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million for the Second Agricultural Rehabilitation Program. The Gezira 
project is expected, over 5 years, to raise crop yields and production
through improved irrigation, drainage and pumping systems; rehabilitation 
of 	 infrastructure and ginneries; provision of critical inputs; and
improvements in training, research and health control in the area. The
project, which has a total cost of t230 million, is cofinanced by Italy,
the 	United Kingdom, the Arab Fund and the Saudi Fund for Development.
Japan is also considering cofinancing this project. The Second 
Agricultural Rehabilitation Program will further support the Government's 
efforts to expand agricultural export earnings through the provision of
inputs and spare parts on a fast disbursement basis in the irrigated
subsector. Switzerland plans to contribute to ARP II financing. 

The Bank group expects in 1984 to disburse a total of about t96 
million which would consist of approximately 40 million in commodity
assistance under the Second Agriculture Rehabilitation Program Credit and 
$5O million in proj,--ct assistance for projects. 

IBRD emphasizes rehabilitation of existing capital investments that
offer promise of helping the country generate or save foreign exchange,
and on infrastructure projects that address critical bottlenecks. 
Specifically, IBRD supports the following objectives: 

1. 	 Improved Balance of Payments. Support for development projects
and policy actions which help the country to generate or save 
foreign exchange, with priority to rehabilitation of existing
capital investments in agriculture and increasingly, in the 
future, in other sectors; 

2. 	 Key Inf.rastructure. Support for infrastructure projects which 
relieve the most critical b.ttlenecks inhibiting productive 
output, especially in power and transport; 

3. 	 Longer-Term Development. Assistance to the Government to prepare
for longer-term development activities through studies of
irrigated water use priorities, population and health, rainfed 
agricultural potential and industrial development. 

IBRD expects to devote particular attention to domestic resource 
mobilization, the labor market and 	 labor policies, industrial policy and 
private sector development, irrigation investment priorities, 
arz a 
strategy for rainfed agriculture. IBRD is planning a special population
and heal th study for next year. Over the next several years, IDA expects
to commit around lOO million per year in new credits, although this
level is dependent both on IDA replenishment at a reasonable level and 
continued improvements in GOS performance on economic policy and 
execution oi IDA-financed projects. 

D. 	U.S. Contribution
 

The U.S. has provided balance of payments support to the Sudan since
resumption of the AID program in FY 1978. Concessional sales of PL 480 
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Title I wheat averaged tl0 million in FY 1978 and BY 1979. In FY 1980, a 
five-year tl0O million Title III program was signed. Combined Title 
I/III imports for FY 198. are programmed at t5O million, maintaining the 
FY 1983 level. 

U.S. balance of payments assistance also has been provided since FY 
1980 through the annual ESF-financed Commodity Import Program (CIp). ESF 
grants for CIP imports were t40,0 million in FY 1980, 5.0 million in FY 
1981, k100.0 million in FY 1982, and t82.25 million in FY 1983 of 
which 20 million was a cash grant. Our initial ESF-financed FY 1984 
cash gzant for k18 million was provided in February 1984. 



III. JUSTIFICATICN FOR THE Ct.WDITY IMPORT PROGRAM
 

A. U.S. Interests and Objectives
 

Sudan has major significance for the U.S. in Africa and the Middle East. 
Because of its location astride the Nile Valley and along the Red Sea 
developments in Sudan ere of prinme importance to the security of Egypt and 
Arab States. It borders on six other African countries which together with 
Sudan constitute half the African continent. The interests of these African 
countries are strongly intertwined. Thus, with both African and Arabic
 
influences, the country's geographic reach enhances its significance.
 

Sudan has a strong potential for economic influence as its agricultural 
endowment is superior to virtually all its neighbours. Sudan could become a 
major food exporter, increasing food security in nearby countries. To do so 
requires that Sudan continue stringent policy measures to reduce economic 
distortions, enhance productive capacity within agriculture, promote the
 
private sector role in both trade and production, and improve infrastructure 
to allow t-.ese measures their full positive impact on the economy.
 

U.S.-Sudanese relations are stronger since the mid 1970's; their outlook 
of the countries coinciding on a broad range of regional and international
 
issues. Under President Nimeiri, the GOS has openly supported Egypt in the
 
Middle East peace process, and played a constructive role in Arab and African 
Councils.
 

In view of Sudan's importance to U.S. interests, the central objectives of 
U.S. assistance strategy are to encourage Sudan's stability and moderate 
political orientation. Sudan faces a continuing balance of payments problem 
and consequent cash flow shortages of the Bank of Sudan. Thus, the AID 
country strategy gives highest priority to balance of payments and budget
 
support programs that allow Sudan to continue rigorous economic reforms, which
 
are acting to increase tax and export revenues by increasing production and 
income.
 

B. Ail Assistance Strategy and Goals
 

In general, the tools at our disposal for serving U.S. interests are PL 
480 wheat imports, debt relief via our Paris Club role, ESF funding through 
commodities or cash grants and policy dialogues. 

During FY 1984, the ESF program level is t120 million. Of this amount, 
k18 million was provided as a program grant in February 1984. About 40 
million is planned for the petroleum initiative and t62 million for the 
Commodity Import Program. The cash grant assisted the GOS in meeting critical 
payments. 

In FY 1984 CDSS, AID predicated balance of payments support on several 
economic policy reforms to improve management and efficiency of the economy. 
The FY 1984 CIP program proposal directly addresses and expedites several of 
these reforms. 
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The proposed CIP grant does a great deal to promote U.S. goals for 
economic reform and stabilization in Sudan. By helping Sudan surnunt a 
chronic foreign exchange shortage, a resonable debt rescheduling can take 
place at the upcoming Paris Club meeting, bolstering GOS efforts to develop 
creditworthiness. The t9O million in SDRs released to Sudan with IMF Standby 
approval facilitates imports of essential items and continuance of local 
development programs. Such short-term stabilization efforts help Sudan to 
continue addressing urgent structural problems in its economy through reforms 
outlined in our overall assistance strategy. 
strengthen Sudan's capacity to implement these 
required for long-term stability and growth. 

The 
ref

proposed CIP 
orms, all of 

grant 
which 

will 
are 

C. GOS Economic Reforms 

The GCS has undergone many difficult economic reforms, the fruits of which 
show in recently increased exports, import reductions and growth in the GDP. 
In policy dialogues with USAID, the IMF and the IBRD, the GOS has agreed to 
push for economic reform and past performance demonstrates its will to do so. 
Since the issuance of their first Three Year Public Investment Program the GOS 
has undertaken numerous policy measures to enhance Sudan's economic recovery. 
The list below includes the most important reforms. 

1. Exchange Rate Adjustments. The table below shows the chronology of 
exchange rate adjustments in Sudan since 1978. The adjustments have decreased 
the value of the Sudanese pound from U.S. t2.872 prior to June 1978 to U.S. 
t0.77, the official rate in November 1982. The free market rate fell to 
around 0.50 by July 1983. Devaluations are encouraging production for export 
and discouraging consumption and non-essential imports. Production of cotton 
and other export crops is increasing in response to more attractive prices. 

The organization of the foreign exchange market has settled to a 
system of official, and regulated conercial bank exchange rates and a 
free-market in which dealers are licensed by the GOS. Nearly all import 
commodities, excluding essentials such as wheat, wheat flour and 
pharmaceuticals, are impo.rted at the commercial bank rate, reducing or 
eliminating implicit subsidies. Regarding exports, cotton was moved to the 
free market rate in June 1981, increasing the surpluses available for export. 
All unofficial, commercial imports are now financed from the free foreign 
exchange market. 

Foreign Exchange Rate Adjustments
 

Official Effective Parallel
 
Date per pound per pound per pound 

June 1978 2.50 2.00 none 
Sept. 1979 2.00 2.00 1.25 
Nov. 1981 1.11 1.11 none 
Nov. 1982 0.77 0.77 none 

Source: Bank of Sudan
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2. Export Promotion. An export action program was initiated in1981. To date, export taxes have been eliminated on all commoditiesexcept for a 5% development tax from which sorghum was exempt. Theexport monopoly by GOS of the F Ian Oilseed Company was abolished.Export proceeds are inc;'easingly va.Lued at free foreign exchange rate butonly 25% of export proceeds are converted at the free rate. This
seriously limits producer incentives. 

The implicit export tax (excluding the 5% development tax) wasreduced to 25% from 35% previous to any free market valuation of.proceeds. The GOS reducedalso its Fumigation Fee by 75% from LS 4.0 to 
LS 1.0 per ton. 

3. Import Restrictions. With devaluation, the relative prices ofimports increase and their volume declines. Yields from import dutiesalso increase because the base value increase. To further circumscribeinefficient use of scarce foreign exchange, the GOS banned 39 luxuryitems. This action is also expected to reduce demand for petroleum
products and electricity. 

4. Foreign Trade Promotion. The GOS has created an Export-Import(ECIM) Bank to finance exports And essential imports. It is currently 
operating.
 

5. Private Investment. In this very important area the GOS has made
 a number of reforms. 
 In November 1982, a National Development Bank was
created with 10 million Sudanese pounds 
 from the GOS and privateinvestors to encourage private sector ininvestment transportation,processing, and agriculture. An Investment 
food 

Buireau now operates toprovide a one-stop location where licences, building site permits, taxholidays and customs exceptions may be obtained. There is now a Ministryof Finance Committee established to streamline regulations and proceduresfor doing business in Sudan. Cotton, textile and sugar parastatals havebeen reincorporated under the Companies Act. Increases in interest rateson bank deposits and free market exchange rates help attract remittances;from workers abroad, thus providing more investment capital. At the sametime, the overall climate for foreign and dcmestic private investment has 
deteriorated. (See page 24) 

6. Elimination of Subsidies. The government has actively pursued apolicy of eliminating consumer subsidies. During 1983, prices ofpetroleum and petroleum products, cigarettes, wheat, wheat flour, breadand pharmaceuticals raisedwere substantially to match the adjustedimport prices for these commodities. The factory gate price of sugarincreased late in 1983. The GOS also doubled water and electricity ratesin May 1983. As a result, customs duties yields grew rapidly andenormous budget subsidies, LS 82 million for wheat products alcne,disappeared. The GOS has agreed in the FY 1984 PL 480 Title I agreementto remove all remaining foreign exchange subsidies in bread and flour in 
1984. 
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7. Public Revenues and Expenditures. Decentralization of direct tax 
collection to the regional governments may help improve collection. 
Custom duty revenues show strong increases as base import values move to 
free market rates. At the same time, the GOS has undertaken to control 
the growth of recurrent expenditures, and 1982/83 projected expenditures 
are lower in real terms than those of 1981/82. The GOS has also 
covenanted under the recently obligated k18 million cash gr nt to reduce 
budget expenditures by 7%. The government has declared it will reduce 
reliance of the banking structure to finance public expenditures and keep 
deficit financing at prudent levels.
 

8. Monetary Policies. Having faced inflation rates up to 42 percent 
in recent years, the government took steps to limit the growth in the 
money supply. The 1983 target was 26 percent growth annually. To meet 
it, interest rates on savings accounts were increased to about 14 percent 
to encourage savings. Concurrently, the demand for money was limited by 
increasing loan rates to between 17 percent and 21.5 percent. 

Money supply is also limited by a requirement that all commercial 
banks keep 10 percent of their total deposits with the Bank of Sudan, and 
that amounts due foreign suppliers be deposited in a frozen account. 

Credit also is restricted to control inflation. Thus, borrowing 
between commercial banks is now prohibited. Credit facilities totalling 
more than LS 150,000 require prior approval; those under LS 150,000 must 
be reported to the BCS Loans and Comiercial Banks Supervision Department 
of the BOS. Commercial banks may not lend for real estate transactions 
or for personal loans. Even public sector banks are limited to 
short-term financing of productive activities. Importers of all but 
basic goods must now deposit the full value, as opposed to 40 percent, of 
the letter of credit from their own sources. 

9. Government Bonds. The GOS is issuing bonds for public sale. 
Special bonds in foreign cturrencies with short-maturities will be offered 
to workers abroad. This helps fight inflation, increase savings, and 
attract foreign remittances. 
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SUDAN: POLICY REFORM
 
Policy Issue 
 Status 12/83 Action Required 

1. Exchange Rite Adjustment. The The devaluation of 1978, 1979, and The IMFSudanese pound has had a history of 	
in its 84 standby is encouraging

1982 have brought the official rate 
 the GOS to continue with a flexible
being overvalud and set by GOS. down by 73% to Ls. 1.30 per dollar, exchange rate policy. TheSince 1979 GOS also allowed a legal 	 GOS shouldThe official rate is currently about 
 maintain a free market exchange rate
free market to operate. There has 
been a 

40% below the free market rate, which 	 (by merging the two rates thereby movinggrowing divergence between averages Ls. 2.10 per dollar. Pre- all transactions on the free rate.)the official and the free rate. As sently about 60% of exports and 25%a result it is difficult for Sudan of imports are transacted through
to ccnpete in the world market at an the free market. 
overvalued exchange rate. 

2. Import Liberalization. 60S USAID Mission has successfully
presently imports sugar, 	 [SAID Mission is now negotiating (throughwheat, negotiated the transfer of pricingpharmaceuticals and petroleum at wheat imports from Ls. 0.9 per dollar 	

PL 480) program, the transfer of 
importation and distribution of wheatthe official exchange rate. The to Ls. 1.3 per dollar. to the private sector.domestic prices of these commodities are controlled, leading to under- Petroleum crude refined is presently Import and distribution of all petroleumpriced output and services, being imported and distributed by products to be in the hands of the private

GOS with price controls. USAID sector and market to determination of themission along with IMF is negotiating price of domestically sold petroleum.

with GO on transferring the importa
tion and distribution of petroleum to 
the private sector. 

In general, Sudan should liberalize
 
imports. Instead of having import 
controls, GOS should move towards 
controlling imports through tariffs.
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Policy Issue Status 12/83 Action Required
 

3. Domestic Resource MoLilization. a) GDS: the average rate fell from a) GOS should not dissave, and should 
GOS has relied heavily on domestic about 7% of GDP in 1978/79 to 0% in generate savings at least up to 10% of 

borrowing and foreign financing rather 1981/82, compared to an average of G[ during the rest of the decade. 
than its own saving to finance 20% for Sub-Sahara Africa. 
investment. This has resulted in a
 
reduced availability of goods for b) Gov't Budget: the overall budget b) Current revenues should at least be
 

export, soaring imports, rapid deficit rose to 10.3% of GDP in equal to current expenditures. The IMF
 
inflation, and a debt servicing FY 83. targets for '83 are: Reduce the overall
 
crisis, deficit to 7.4% of GDP. 

c) Total Revenue: fell from 14% of c) Total revenue to increase to 13.2%of
 
current GDP in FY 80 to 12.2% in GDP.
 
BY 83.
 

d) Total Expenditure: rose to 23.3% d) Total expenditures to decline to 20.6%
 
of GDP in BY 81 from 22.5% in BY 80. of GDP.
 

4. Monetary Control. Tighter In 1982-83. monetary growth reached The IMF's proposed new monetary target 
control on money supply is essential 37% as cpposecl to the IMF target of 28%. calls for 18% growth in 1983-84.
 
because of its impact on aggregate
 
demand and import demand. 

5. Increase in Dmestic and Export Domestic producer prices have Upward adjustments needs to be made in
 
Prices: The GOS practice of setting been higher than their border prices the prices for groundnut, sesame and
 
prices has resulted in major problems for sorghum and wheat. For groundnuts, cotton.
 
in both production and expenditure. sesame and cotton the producer prices
 
Of particular importance have been the has been (46.5), (43.5) and (89.2)
 
prices for foreign exchange, capital, percent lower than border prices.
 
agricultural and industrial products,
 
and public services.
 

6. Interest Rates. Sudan has The lending and deposit rates average More needs to be done to establish prices
 
traditionally been reluctant to use 15 and 9 percent respectively, but capital that are positive in real terms
 
interest rates to allocate capital, with domestic inflation at 25% p.a. and reflect the true opportunity cost of
 
due to political and religious during the three years, negative real capital.
 
attitudes, and has instead adopted rates of interest have prevailed.
 
inefficient quantity restrictions
 
on bank lending.
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Policy Issue 
 Status 12/83 
 Action Rquired
 
7. Public vs. Private Sector The parastatals, according to the IBRD, 
 The private investment climate must be
Relationships. Although the GOS are growing at a rate of 25% p.a., 
 improved by instituting laws that provide
is undertaking a well-publicized 
 despite privatization efforts that
privatization program, events in 

an adequate legal environment for
leave ownership in GOS hands. 
Recent businessmen. Policies must be morethe past year indicate that the promulgation of laws regulating 
 consistent and discussed in advance.
public sector is emihasized at the companies without prior dialocue with 
 Government cooperation of productive
expense of the private sector. Sudanese businessmen, has damaged activities must be stopped to avoidThis has resulted in increased 
 private sector confidence in the distortions in Sudan's econmic recovery.
inefficiencies ani price distor-
 economic envirounent. Most alarmingtions, a disappointing trend after the Military Economic Board is

the policy reforms of the last entering into production sectors of
three years. 
 the economy, in competition with the 

private sector, at an increasing pace. 

Overall Summary 

GOS has iplement ed some tough reforms in the last two years,
especially in the areas 
of foreign exchange and, producer

pricing. But in order for sustained recovery to take place GOS
needs to revise the relationship between public and private 
sector. 



IV. RC ECONCMtIC PERFOMNCE 

A. Balance of Payments 

Fran t775 million in 1980/81, the current account deficit widened 
1981/82 to about tl.0 billion, because of an increase in the trade deficit to 

in 

tl.5 billion. Export receipts were only t350 million, a fall of 20 percent.
from the previous low level which resulted entirely from a decline in cotton 
export earnings as the volume reached a new low and international prices
fell. Earnings from other exports rose slightly, reflecting volume increases
in sesame and liestock and higher international prices for sesame and gum
arabic. Import payments increased nearly 16 percent, compared with 20 percent
in the previous year, to k1.9 billion. 

Underlying this increase was growth in domestic demand, and the high
prices which Sudan had to pay for commodities such as sugar and petroleum.
Capital inflows were much higher than in the previous year as a result of
disbursements from commitments made at the donor's meeting in January 1982. 
Since actual principal repayments were small, the net official capital account

improved significantly but this insufficientwas to prevent the emergence of a
large overall deficit of some t326 million compared with $203 million in
1980/81. Export .- rnings are expected to increase an average of 24% annually
through 1985/86. Cotton exports are expected to show strong growth throughout

the period. The trade balance will improve only slightly as imports continue 
to increase. Unless debt rescheduling and donor assistance continue, Sudan's 
capital account will worsen as official repayments fall due, despite increased
 
trade.
 

The current account improved during the second half of 1982 as cotton 
exports revived, import payments declined slightly and the services and
transfers account strengthened, largely from increased official transfers.
The depreciation of the official exchange rate in November, and the attendant
depreciation of exchange in the freethe rate market through which most

private sector imports are financed, contributed to reduction of imports. The

trade deficit declined from more 
 than $1,500 million in 1981/82 to about
kI,022 million in 1983 which, together with a large increase in private and
official transfers, is estimated to have reduced the current account deficit
from more than ki,000 million in 1981/82 to less than t355 million in 1983 
(Table 8). 

The balance of payments projection 'or 1984 includes an increase in 
exports, continued constraint on imports, especially luxury and consumer
goods, a small increase in remittance payments, and an assumption that donor
project disbursements will slightly increase compared 1983.to 

The deficit level, while based on trends underway in the last part of
1983, represents a considerable constraint which is possible and desirable if
limits continue in the import of luxury and non-essential items, but will
require skillful management to assure that this takes place without undue
cutbacks in essential recurrent inputs and without creating disincentives for 
the flow of remittances. 
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8. Balance of Payments, 1983-1984
 

(tMillion)
 

1984
 
Projection
 

750
 
296
 
454
 

-1,610
 
-520
 

-1,090
 

-860
 

-540
 
270
 

-255
 
-535
 
-20
 

450
 

-950
 

110
 

( )
( ) 
(165)
 
-425
 

70
 
-70
 

-1,100
 

Ite 


Exports 

Cotton 

Other 


Imports 

Petroleum 

Other 


Trade Balance 


Services net 

Receipts 

Noninterest payments 

Official interest payments 

Private interest paymants 


Private transfers 


Current account (excluding
 
official transfers) 


Official transfers 

Cash 

Commodity 

Project 


Current account (including
 
official transfer) 


Capital account 

Official receipts 

Cash 

Commodity 

Project 


Official payments 

Private receipts


(suppliers credits) 

Private payments 


Short-terf capital 1/ 


Overall balance 


Memorandum item:
 
Net Fund financing 


1/ Including errors and omissions. 


Projection
 
of Stand-by 

Arrangement 


675 

238 

437 


-1,800 

-469 


-1,331 


-1,125 


-82 

525 

450 


-157 

-


430 


-777 


270 

30 


143 

97 


-507 


514 

544 


(100) 

(241) 

(203) 

-60 


40 

-i0 


)
) 7 ) 
) 

154 


1983
 

Revised 

Projection 


634 

239 

395 


-1,656 

-486 


-1,170 


1,022 


-208 

243 


-250 

-180 

-21 


430 


-800 


445
 
2-0
 

309
 
116 


-355
 

144
 
235
 
(83) 

(46) 


(106) 

-66 


70 

-95 


-211 


154
 

Source: IMF, 12/13/83.
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Petroleum import costs which have been included in the import projection 
at the same amount as in 1983, could be reduced if these products could be 
procured more effectively. High unit costs are caused by Sudan's inability to 
get the best price due to lack of adequate foreign exchange available to the 
Bank of Sudan. Petroleum import costs could be reduced by between t60 milli, 
and t100 million dollars annually if these products were bought at the moSL 
advantageous international prices.
 

The estimated disbursement of project aid of t275 million is somewhat 
lower than the t300 million estimated for 1983. GOS records show that project
disbursements in 1983 were substantially lower than t275 million. 
Disbursements should be increased from the $275 million projection to $300 
million. Almost all project aid disbursements result from project commitments 
made in prior years. An increase in disbursements in 1984 requires finding 
ways to disburse these past camitments more rapidly. To maintain the project 
disbursement rate in the following years requires new commitments somewhat in 
excess of the disbursements desired, since there are inevitably delays and 
dropouts before disbursements actually take place. New project commitments of 
around 40O million annually are needed to finance project disbursements in 
1985 and later at the desired level of about t300 million per year. 

IMF drawings under the next Standby Arrangement will be less than 
scheduled repayments to the Fund for the first. time. These transactions, 
therefore, will have a negetive effect on official receipts and payments. 

Official long-term obligations, whether subject to rescheduling or not, 
are included in the balance of payments table under the appropriate heading 
including repayments for interest and/or principal due to multilateral 
organizations, suppliers' credit payments needed to keep these credit lines 
open, and newly acquired obligations not included in the debt rescheduling. 

B. Exports 

In 1983, the export sector started to recover. The GOS has undertaken a 
program to revitalize the agricultural sector and has instituted reforms. In 
addition to devaluation, the GOS has increased incentives to tenants and begun 
to rehabilitate the infrastructure of the irrigated schemes. 

Cotton export volume of 260,000 bales in 1981/82, was the lowest in many 
years, 44 percent below 1980/81 exports and 70 percent below 1979/80. The low 
volume resulted from the poor crop in 1980/81 when area and yields declined 
because of deterioration of transportation, and ginning facilities, and labor 
shortages,and poor producer prices. Since world prices were less favorable 
than in the previous year, cotton export receipts were only t69.4 million in 
1981/82 compared with t182 million in 1980/81 and t333 million in 1979/80. In 
1983, exports were estimated at 634 million, with cotton receipts increasing 
to around t239 million (Table 8).
 

From a peak of 135,000 tons in 1977/78, groundnut export volumes declined 
to 19,000 tons in 1979/80, in part because of reduced international demand and 
low world prices but mainly frcam increased domestic use of groundnuts. In the 
following two years, however, the volume of groundnut exports rebounded, in 
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response to rising international prices, to 70,000 tons in 1980/81 and 108,000
tons in 1981/82. In 1982/83, lower domestic production and a decline inprices worked to reduce groundnut exports to only 12,000 tons,, therebyreducing receipts from t4a million in 1981/82 to less than t9 million.
 

Following an agreement with Saudi Arabia in 1979/80, which enabled Sudanto sell higher volumes at prices above world prices, sorghum exports rose from55,000 tons in 1978/79 to 320,000 tons in 1980/81. To permit fulfillment ofthe contracts under the agreement, the export ceiling of 200,000 tons, whichhad been introduced to ensure adequate supplies for domestic consumption, wasraised to 400,000 tons in 1979/80. In 1981/82, demand for sorghum tapered offand the export volume declined to 260,000 tons. As a result of the Saudi'sreducing the subsidy on sorghum imported from Sudan, export receipts declinedto t53 million. Export volume recovered in the second half of 1982 and export
revenues rose to t85 million in 1982/83.
 

Official livestock exports rose sharply from t30 million in 1978/79 to anestimated t 73 million in 1982/83, which fromresulted introduction of largecapacity trains for moving livestock from Khartoum to Port Sudan andelimination of export duties on sheep and goat exports in January 1982. Saudi
Arabia is Sudan's principal market for sheep exports. Unrecorded exports are
estimated to be nearly equal to bfficial export receipts. 

The direction of Sudan's exports is shown in 10.Table Western Europe'sshare of Sudan's exports was unchanged in 1980/81, while the share purchasedby the People's Republic of China and Eastern Europe continued to decline.The share directed to Arab countries, mainly Saudi Arabia, continues to
increase. France's export share 
 increased in 82/83, while the U.S.'s declined
 
by more than 50%.
 

C. Imports 

Imports rose steadily for several years, reaching 1.9 billion in 1981/82before declining to t 1.7 billion 1983.in Major contributions to theincrease through 1981/82 were higher payments for sugar, wheat, and wheatflour imports and a large increase in the petroleum imports (Table 11). Wheatand wheat flour imports rose in volume from 159,000 tons in 1980/81 to arecord 468,000 tons in 1981/82, resulting largely from a rapid increase inbread consumption in urban arreas and to a lesser extent from poor harvestscaused by constraints on irrigation and the availability of other inputs.Sugar import volume also was substantially higher in 1981/82 at 202,000 tons,compared with 107,000 tons in 1980/81, but this increase morewas than offsetby lower international prices. The large increases in the volume of sugarimports were the result of lower than expected growth in domestic production.A major factor behind the rise in the petroleum imports to t495 million in1981/82 was the closing of Sudan's only petroleum refinery in early 1982 forlack of crude oil financing, necessitating subsequent imports of higher-costrefined products. However, the refinery has since reopened. In 1981/82,imports of machinery and equipment, particularly transportation equipment,increased, while imports of chemicals, medicines, and manufactured goodsdeclined. Transport related imports rose t87 million,out of which passengercar imports accounted for about t55 million, reflecting legalization of the 
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9. Composition of Exports, 1980/81-1982
 

Item 


Cotton 


Groundnuts 


Sesame 


Gum Arabic 

Dura (sorghum) 


Vegetable oil and cakes 


Castor oil 


Livestock products 


Other 


Sub-Total 


Re-exports 


Total 


Source: Bank of Sudan
 

1980/81 


182.0 


65.6 


32.2 


32.6 


71.4 


33.6 


-


43.7 


17.8 


478.9 


478.9 


1981/82 


69.4 


48.1 


41.7 


43.1 


64.4 


26.9 


0.1 


48.9 


38.6 


381.2 


-

381.2 


million) 

1981 1982 

114.0 123.8 

82.6 36.1 

43.1 40.0 

43.9 42.3 

52.8 111.4 

33.6 23.3 

0.4 -

54.5 63.9 

29.6 48.6 

454.5 489.4 

- -

454.5 489.4 
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10. Direction of Exports, 1978/79-1981/82
 

( Million) 

Item 1978/79 1979/80 1980/81 1981/82 

Western Europe 
Italy 

171.8 
65.7 

181.6 
70.0 

179.6 
40.1 

143.7 
38.4 

Germany, Federal 
Republic of 

France 
24.0 
28.0 

24.4 
16.5 

22.9 
17.5 

1519 
33.9 

Netherlands 
United Kingdom 
Others 

7.8 
14.2 
32.1 

8.4 
13.4 
49.0 

30.8 
16.1 
52.1 

14.5 
15.6 
25.4 

China and Eastern Europe 179.3 179.2 81.0 40.0 
U.S.S.R. 28.0 28.8 20.8 8.2 
Poland 8.0 7.6 5.5 4.5 
Yugoslavia 
China 
Others 

47.8 
61.5 
34.0 

27.2 
94.4 
21.2 

7.9 
25.5 
21.3 

7.1 
14.6 

5.6 

Western Hemisphere 12.7 13.4 39.3 12.5 
United States 12.3 13.4 39.3 12.5 
Others 0.2 0.4 - -

Africa and Asia 
India 
Egypt 

163.2 
17.7 
29.0 

207.0 
2.2 

11.4 

179.0 
0.6 

12.8 

185.0 
1.9 

20.1 
Saudia Arabia 33.5 90.6 136.4 146.3 
Others 83.0 102.8 29.2 16.7 

Total 527.0 581.5 478.9 381.2 

Source: Bank of Sudan 
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11. Composition of Imports, 1979/80-1982
 

Item 1979/80 1980/81 1981/82 
($ Million) 

1981 1982 

Foodstuffs 266.2 314.4 371.2 297.6 277.9 
Tea 
Coffee 

20.0 
6.5 

27.6 
11.2 

25.6 
4.4 

29.0 
7.6 

25.6 
5.3 

Sugar 122.7 183.6 158.5 151.5 90.8 
Other 117.0 92.0 182.7 109.5 156.2 

Beverages and tobacco 9.8 23.2 23.4 31.2 26.7 

Crude mterial and 
petroleum products 259.0 404.4 509.9 375.4 484.8 
of which: petroleum 
products 254.0 393.0 494.8 360.0 471.9 

Chemicals and medicine 122.5 139.6 129.4 141.2 136.7 

Manufactured goods 240.5 323.2 294.4 368.4 271.8 

Machinery and equipment 234-.2 231.2 273.0 241.0 290.2 

Transport equipment 137.7 140.0 227.0 186.6 243.1 

Textiles 70.0 55.8 56.4 60.6 49.3 

Total 1,339.9 1,631.4 1,884.7 1,702.0 1,780.5 

Source: Bank of Sudan 
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free market in foreign exchange in July 1981 which facilitated private sector 
transactions. The in of anddecline imports chemicals medicines is
attributable to the foreign exchange constraint in the official market. 

The decline of imports in 1982/83 resulted from lower imports of petroleum 
and petroleum products, reflecting lower world prices and a smaller share of 
refined products, and no sugar imports through October, made possible by a
large rise in domestic production and reduced growth of consumption following
domestic price increases. The origin of imports is shown in Table 12. 

D. Services and Transfers 

The services account deficit remained roughly stable over several years
amounting to t49 million in 1980/81, t65 million in 1981/82, and t38 million
in 1982/83. Between 1979/80 and 1982/'83t service receipts doubled, increasing
from t261 million to over t500 million. However, revised IMF estimates for 
1983 were reduced to t243 million. Receipts from services, government
activities, and commissions and management charges have been the major
contributors to the increase (Table 8). One explanation for growth is the 
increasing use foreign accounts for the ofof currency settlement 
transactions. Since late 1979,, residents as well as non-residents have been
able to hold foreign currency accounts. Most private sector service
transactions, which were previously undertaken either in cash or through banks 
outside of Sudan, have been settled through these accounts. However, there 
are certain services, such as payments for education, repatriations of
pr'ofits, and some freight and insurance payments which can be transacted with
foreign exchange purchased at the official exchange rate. In addition to
iroterest payments, service outflows largely consist of travel and 
transportation expenditures and payments for services provided. With the
exception of interests payments, service outflows grew by 48 percent between
1979/80 and 1982/83 to t403 million. Actual interest payments amounting to 
k169 million have 
been reduced by a failure to discharge contractual 
obligations and by the substantial debt relief from both official and 
conercial bank creditors. 

Transfers receipts, mainly remittances from Sudanese workers abroad and
official commity and project grants, have grown steadily over several years
and increased 40 percent in 1982/83, mainly because of the decision by aid
donors in that year to channel assistance as grants rather than loans. Three 
channels existed for workers' remittances: (1) exchange into Sudanese pounds
through the banking system at the official exchange rate; (2) deposits made
directly into a foreign currency account with a Sudanese bank; and (3)
transactions into Sudanese pounds through a licensed dealer at the free market 
exchange rate. Practically no transactions have been at the official rate
since legalization the market in Most theof free July 1981. of remittances 
have been through the free market as the free market rate became more 
attractive.
 

E. Capital Account
 

The deficit in current account receipts and payments which has widened 
over several years, to a large extent, has been financed by foreign borrowing, 
much of it in the form of cash and commodity loans as well as borrowing for 
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12. Origin of Imports, 1978/79-1981/82
 

($ Million) 

Item 1978/79 1979/80 1980/81 1981/82 

Western Europe 
United Kingdan 

567.5 
173.5 

624.9 
162.4 

687.6 
219.4 

677.6 
197.4 

Germany, Federal 
Republic of 

France 
114.0 
84.8 

123.8 
106.4 

103.0 
112.8 

122.8 
119.8 

Italy 
Belgium 
Others 

54.3 
21.3 

119.6 

33.4 
44.8 

154.1 

43.6 
29.4 
179.4 

51.2 
79.4 

110.0 

China and Eastern Europe 
China 

105.8 
50.8 

91.2 
41.6 

130.6 
57.2 

103.6 
55.4 

Czechoslavakia 13.0 15.2 9.0 6.0 
Yugoslavia 16.5 13.2 15.8 4.4 
Others 25.5 29.2 48.6 37.8 

Western Hemisphere 73.3 143.8 198.4 238.8 
United States 62.3 125.2 120.6 226.0 
Others 11.0 18.6 77.8 12.8 

Africa and Asia 181.6 196.8 259.4 243.7 
Japan 77.8 51.8 74.6 88.2 
India 41.8 33.4 34.6 33.8 
Pakistan 3.8 22.6 10.4 7.8 
Others 58.2 89.0 139.8 113.9 

Arab countries 209.7 275.2 355.4 621.0 

Total 1,137.9 1,339.9 1,631.4 1,884.7 

'ource: Bank of Sxian 



-34

specific projects. Given the difficulties which Sudan has had in meetingexternal debt service obligations, most of these loans have been provided onconcessional terms and have resulted from efforts by major todonors ensure anadequate amount of such finance. Gross capital inflows, which averaged about$500 million in 1979/80 and 1980/81, are estimated to have risen to about $685million 1981/82, largely as a result of the donor group meeting in 	 January1982. Most of the cash and commodity loans have been provided by Arabcountries, mainly Qatar, Saudi Arabia, and the United Arab Emirates.Following the donor group meeting, however, there were substantial ccamitnentsfrom France, Italy, Japan and the United States. Loans for developmentprojects also have continued from bilateral and multilateral sources. Thegeneral scarcity of foreign exchange in 	 the official market has preventedmeeting debt service obligations and substantial payments arrears wereaccumulated. Actual cash payments on debt service obligations, principal andinterest, therefore, have been relatively low. 

F. External Debt 

by 	
A recent review of external indebtdness and debt maturity was carried outPeat, Marwick, Mitchell and the Bank of Sudan (Table 2). The GOS hasworked with IBRD to streamline the collection of debt data for WorldtheBank's Debtor Reporting System., This has resulted in major revisions to theestimates of external indebtedness and are only available for the recent past. 

Sudan's external public disbursements indebtedness, including net use ofFund credit at the end of 1982 is estimated to be $6.7 billion (Table 2). Thedistribution of the debt indicates that foreign governments accounted for 61percent of the total, followed by debt to international organizations (19percent) and to financial institutions and suppliers (15 percent and 5percent, respectively). Amng the bilateral lenders, Saudi Arabia and Kuwaitwere WLe 	 largest. Of the multilateral lenders, other than the IMF, the WorldBank group was the biggest creditor, followed by the 	 for SocialNrab Fund 	 andEconomic Development, the Islamic Development Bank, and the Arab MonetaryFund. Table 4 gives estimates from Peat, Warwick, Mitchell data on debt
service in 1984. 

During 1983, a comprehensive accounting of the debts was undertaken by theLondon accounting firm of Peat Marwick Mitchell working with a debt coumitteeset up by the Sudanese Government. Sudan's very large annual external debtservice obligation present serious difficulties and will continue to require
substantial rescheduling (Table 4). 

At the end of 1982, the outstanding official external debt, debt toforeign 
commercial banks, and a relatively small private debt was $7.4
billion. By the end of 1983, taking account of repayments of principal,capitalized interest, and new loans, the total is estimated at t8 billion, an
increase of about t60O million. 

Total interest and principal payments in 1983 
were planned at $434
million. In addition to 	payments to multilateral creditors, payments tobilateral creditors were arranged follows. 	
the 

as 	 The amounts due to principaland interest were consolidated and rescheduled. Half of the interest towas 
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be repaid, and the other half was added to the rescheduled amount. The 
payments, determined by bilateral agreements with each creditor, have been or 
are in the process of being paid. Arrangements with the commercial banks were 
similar, and the agreed payments, totaling 30 million, are being paid on 
schedule. 

In 1984, the debt service requirements will be very large for all three 
categories of creditors--multilateral, bilateral and commercial banks. The 
total, including private debt, is projected to exceed kl billion, which would 
equal 75 percent of external receipts from exports, services, and remittances. 

G. Foreign Exchange System
 

Sudan has a triple exchange system with an official exchange rate at IS 
1.30 = U.S. k1.00 since devaluation in November 1982, a regulated commercial 
bank rate of LS 1.8 = k1.00, and a free market rate which has depreciated from 
about IS 1.75 = k1.00 in December 1982 to about LS 2.2 - ti.00 in March 1984. 
On February 27, 1983 four commercial banks were licensed to operate in foreign 
exchange along with the foreign exchange dealers. In March, seven additional 
banks were given licenses. Private sector imports, except for pharmaceuticals, 
were required to be financed from the free market and 25 percent of all export 
proceeds were to be sold to banks at the free market rate. The remaining 75 
percent is to be surrendered to the Bank of Sudan at the official rate. On 
May 18, 1983 the foreign exchange dealers' licenses were suspended and they 
were requested by the authorities 
incorporated their business. 

to re-apply for licenses after having 

H. Gross Peserves and Net Foreign Assets 

Gross reserves of the Bank 
in 1982/83 to the equivalant of 

of Sudan have remained 
3.4 days of imports. 

extremely low, falling 

Gross Reserves of Bank of Sudan 

Year Million Days of Imports 

1979/80 
1980/81 
1981/82 
1982/83 

17.13 
42.8 
29.9 
16.4 

4.8 
9.6 
5.8 
3.4 

Source: IMF 
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Short term external liabilities of the Bank of Sudan have increased more than tenfold since 1974/75 which tripled the size of negative net
foreign assets to nearly kI.O billion in 1981/82 (Table 13). 
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13. Gross Reserves and Net Foreign Assets, 1973/74-1981/82
 
Outstanding on June 30
 

( Million) 

1980/81 1981/82

Item 1976/77 1977/78 1978/79 1979/80 


-602.0 -751.0 -1,168.2 -1,206.1

Monetary Authorities 	 112 -589.0 -604.0 


113 25.0 22.0 31.0 61.0 70.4 53.5

Convertible Foreign Exchange 


-58.0 -86.6 -102.9
114 -36.0 -41.0 -37.0
Net bilateral claims 

-92.0 -145.0 -235.0 -523.8 -350.3
let IMF position 	 115 -134.0 


-709.2

BOS ST external liabilities 116 -340.0 -391.0 -384.0 -456.0 -540.6 


-87.6 -97.2

Kuwait loan liabilities 	 117 -104.0 -102.0 -67.0 -63.0 


38.0 58.0 99.0 191.0 370.2 223.2
118 


119 55.0 81.0 120.0 265.0 546.2 334.9
 

Commercial Banks 


Assets 

-21.0 -74.0 -176.0 -111.7
120 -17.0 -23.0
Liabilities 


121 -551.0 -546.0 -503.0 -560.0 -798.0 -982.9Net Foreign Assets 

Memo; IN'Il reserves 	 77 23.1 21.9 27.4 40.5 30.8 20.5 

Source: Bank of Sudan
 



V. EO3JMIC PROSPECTS FOR 1983/84
 

A. Production 

Recovery of agricultural output from rainfed areas and expansion inirrigated agricultural and manufacturing production are expected to result4.4 percent growth in real GDP in 1983/84. 
in 

To encourage production ofagricultural exports and import substitutes, the GOS is giving highestpriority in allocating credit and foreign exchange to the rehabilitation ofpublic agricultural enterprises. The focus of policy will continue to be oncotton production, the principal source of export earnings. The improvementsin financial returns to cotton farmers and higher standards of fieldoperations over the last two years have Increased yields and total output. 

In the 1983/84 growing season, the GOS intends to raise again domestic
procurement prices for cotton varieties to reflect rising international pricesand the depreciation of the Sudanese pound, and to expand the area undercultivation about 11 percent through machinery and equipment, fertilizer, andinsecticides procured under World Bank agricultural rehabilitation loans. Animportant ingredient in rationalizing incentives to farmers has been thelevying and collection of land and water charges according to different cropwatering requirements to ensure that the cost is recovered from all crops andnot from cotton alone. This system, introduced at the start of the 1981/82season, encountered collection difficulties for crops that were marketeddirectly by tenants. During the next agricultural season, the management ofthe various schemes plan to improve collection through more effective control over the marketing of crops and by preventing growers of crops other thancotton from planting the next cycle of crops until they have paid water 
charges.
 

To increase productivity in sugarcane production and sugar refining, theGovernment recently increased the factory gate price paid for sugar produced
at the Kenana estate and other sugar refineries. The increases raised theprocurement for Kenana Sugar from LS 400 per to LS 537 ton forton per
first 150,000 tons and to the import equivalent, 

the 
currently about LS 554 perton, fcr production in excess of that, and for sugar procured from the otherfour refineries from LS 250 per ton to IS 400 per ton. These increases areexpected to improve income of the refineries, permit better maintenance andhigher wages for cane cutters, and increase capacity utilization. Furtherincreases in output require substantial investmentcapital for modernization 

and upgrading of equipment. 

B. Prices
 

To suppress inflation, the GOS, since the mid-1970s, controlled prices ofkey consumer goods and the profit margins of retailers, and introduced areview process for authorizing price increases 
by domestic manufacturers(Table 14).. The prices of nearly all coasumer goods, including the essentialgoods, have been either administratively increased or allowed to rise in 
response to international price movements and exchange rate changes.
Electricity and water rates were doubled in May 1983. The prices of bread were increased by 41 percent on July 8, 1983, thereby eliminating the budgetsubsidy. The subsidy on pharmaceutical products resulting from prices 
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14. Changes in Cost of Living Index, 1978/79-1982/83
 

(Percent) 

Item 

Food, beverages, 

and tobacco 

Weights 

60.5 

1978/79 

31.3 

1979/80 

26.9 

1980/81 

35.8 

1981/82 

21.0 

March 1982-
March 1983 

41.9 

Housing 11.3 -0.8 45.5 13.2 28.9 2.0.5 

Clothing 6.8 11.7 15.3 5.9 32.4 44.0 

Transport and 
Communication 4.0 50.6 24.4 47.9 24.6 29.1 

Other 17.5 40.0 25.0 25.0 24.2 37.7 

Overall Index 100.0 28.2 27.6 30.7 22.6 37.7 

Memorandum Item: 
Change in retail 
price of dura 
(sorghum) in Khartoum 10.8 5.2 108.7 21.4 

Note: Index prepared from budgetary survey for employees working in the 

Greater Khartoum area earning more than LSd 500 per annum in 1967/68. 

Source: Ministry of Finance and Econanic Planning 
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calculated from the exchange rate prevailing before the November 1982 
devaluation (LS 0.90 = U.S. k1) has been eliminated. 

Budget subsidies have been removed. The GOS is camuitted adjusting theto
prices of consumer goods sold by the public sector to ensure that no budgetary
subsidies re-emerge, has attempted to simplify and expedite the procedure for
reviewing and approving price increases by domestic manufacturers and to allow
manufacturers to use the free market exchange rate for the valuation of 
imported inputs for purposes of cost calculations. 

C. Credit 

Since monetary expansion in 1982/83 significantly exceeded the target for
the year, the GOS has adopted a target of 18 percent for 1983/84. Achievement 
of this target and 4.4 percent growth of real GDP is expected to reduce 
inflation to about 20 percent. 

To reduce the rate of credit expansion and excess liquidity of commercial
banks, the Bank of Sudan, during August 1983, imposed a 10 percent reserve
requirement on all bank deposits, and instructed banks to transfer the 
counterpart of all customer payments of local 
 currency against foreign.

settlement to a blocked account maintained with the Bank of Sudan. The Bank
of Sudan plans to: (1) issue directives to banks establishing priorities in
credit allocation; (2) prohibit the extension of credit to purchase land ard
real estate and credit on personal guarantee; (3) increase margin requirements
for the opening of letters of credit for nca-essential imports; and (4) raise
margins for advances against pledging of certain goods. Credit to public
entities will be subjected to increased supervision to ensure that amounts
drawn are consistent with production requirements. Activities of the Cotton 
Public Corporation, which is responsible for the marketing of cotton, will be
monitored more closely to ensure that credit which is atseasonal extended 
harvest time is effectively retired by the end of the marketing season.
Regarding negative interests rate, the GOS maintains that interest rates have 
a minor role in allocating resources and does not favor increasing nominal 
rates.
 

D. Fiscal.
 

Preliminary projections of central government revenues and expenditures

for 1983/'84 indicate that, without additional measures, the overall deficit

for the year would be IS 1,158 million (10 percent of GDP), implying an 
unfinanced gap of IS 436 million to be filled from domestic sources.
 

The additional budgetary effort included elimination of budget subsidies 
on wheat and wheat flour by raising the price of wheat to domestic millers by
57 percent, from S 230 per ton to LS 360 per ton, a-nd of flour bakaries by 61 
percent, from IS 305 per ton to IS 492 per ton, on July 8, 1983. These 
increases eliminated the budget subsidy of LS 82.8 m2.llion in 1983/84 and will 
generate a net profit of iS 5.6 million on wheat/flour transactions. The GOS
has agreed to curtail the rapid increase in demand for bread, including the 
elimination of the implicit foreign exchange rate subsidy, not later than July
1984. This will result in some reduction in the rate of tax currently 
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Foreign Financing of Central Government Budget, 1975/76-1980/8115. 


Provisional 
Actual 

Item 1977/78 1978/79 1979/80 

Grants 3.7 7.2 42.0 

30.5 
C-uvii ty 

- 11.5 
Develop t 

_ 

46.0 162.0 266.0 
Loans 

128.5)Cash )29.0 
Cahiudity - 108.5 
Develomntyt 


308.0
169.2
49.7
Total 
-70.4
-22.8
-23.3
Less: Repayments 


237.6
146.4 

Equals: Foreign Financing 26.4 


of Sudan.
of Finance andi Economic Planning and Bank 

Source: Ministry 

Budget 
1980/81 


60.0 

-
-

399.8 

)
189.9 ) 
209.9 


459.8 


-37.2 


422.6 


Revised 

Budget 
1980/81 


79.0 

38.0 
41.0 

321.0 

)
151.0 ) 
170.0
 

400.0 


-37.0 


363.0
 

(tMillion)
 

Provisional
 
Actual July-


December 
1980
 

57.2 

-
-

118.6 

109.2 

175.8
 

-
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incorporated in the price of bread since July 8, 1983. 
 The GOS is: (1)

eliminating preferential duty on spare parts and materials
certain raw 
 to 
generate LS 40 million in additional revenues annually; (2) increasing the 
customs duty on a wide range of imported goods by 3 percentage points, to 13 
percent, to yield LS 51 million in the current fiscal year; (3) improving
adminstration of the excise tax by posting excise department personnel in
factories and applying a form of capacity taxation to yields IS 15 million in 
additional revenues; (4) reinstating the 15 percent excise tax on sugar
produced by the four nationally owned sugar mills to yield an additional LS 4
million in the current fiscal year; and (5) eliminating subsidies on
pharmaceuticals to generate LS 16 millioA in expenditure saving from the
domestic barnking and LSsystem, 60 million from domestic non-bank sources. 

E. Foreign Exchange and Trade 

An IMF paper on the official exchange rate concluded that with the current 
cost structure of major agricultural crops, agricultural yields, prevailing
world prices, and arrangements for surrendering export receipts (75 percent to 
be surrendered at the official rate of LS 1.30 = U.S. $1. and 25 percent at
the free market rate), the effective export rate provides sufficient financial
incentives for increasing production of export crops. AID has strong
reservations about this conclusion. Excess demand in the ecorxmy, capital
flight, institutional changes in the market, speculative factors haveand led 
to divergence between the two rates. The GOS plans to narrow the differential
 
between the free market rate and the official rate and have taken a number of

initiatives including restraints on overall 
 credit expansion, increased 
restrictions on credit for imports, and more effective application of existing
bans on certain luxury imports. The reinstatement of bank dealings in the
 
free market and relicensing of foreign exchange dealers is expected to
 
increase the supply of foreign exchange and enhance confidence in the market.
 

F. External Debt and Debt Service 

To reduce external debt service the GOS negotiated debt rescheduling
arrangements covering 1983 with principal creditors, made ad hoc arrangements
for the settlement of other claims, and approached smaller creditors with
proposals for debt rescheduling. Since the beginning of the year, the GOS has 
made every effort to meet obligations of the 1983 reschedulings. 

The magnitude of the external debt and annual debt servicing obligations,
however, is so large that relief is necessary for a number of years. Without
debt relief debt service obligations would exceed export earnings during each 
of the next five years (Table 3). The IMF and the World Bank have been asked 
to assist in preparing for a rescheduling of obligations due in 1984. The 
Consultative Group (CG) for Sudan met December 1983. At time ofin mid the 
the CG the balance of payments gap was estimated to be $1.25 billion. 
Assuming a Paris Club debt rescheduling of t680 million similar to 1983, the 
expected 1984 gap would be t570 million. At the December 1983 CG meeting the 
donors pX!dged t475 million in quick disbursing commcdity/cash aid thus
bringing d,%. the estimated balance of payments gap to t95 million without 
taking into ccnsideration savings which could be realized i.$the planned 
petroleum facility were in operation during the first half of 1984. 
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G. Financing Gap 

The slow dcwn in imports during the second half of 19E2 and the first half 
of 1983 is expected to continue, reinforced by restraining domestic financial 
policies and the price effects of continuing depreciation of the free market 
foreign exchange rate. Imports of sugar will be lower than projected because 
of higher dcestic production. Exports are projected at 634 million, an 
increase over 1982, mainly from cotton (Table 8). Export receipts in 1983 are 
somewhat below the target level of t675 million because of reduced grotrdnut 
and sesame production, and a decline in export receipts from dura because of a 
drought in Kordofan and a ban on exports. The trade deficit in 1983 is likely 
to be smaller than projected and should improve substantially in 1984. 

An important element in funding the unfinanced external gap in 1983 was 
the additional aid disbursements from pledges at the January 1983 meeting of 
the Consultative Group and debt relief. External assistance, grants and 
official capital receipts, in 1983 were expected to be about t850 million 
compared with U.S. k1 billion in 1982. Project and commodity grants and 
commodity loans will be larger than previously expected, offset by a shortfall 
in project loans. With the substitution of grants for loans, the current 
account balance in 1983 is expected to be about as projected despite a 
shortfall in exports and higher external interests payments. The balance of 
payments is expected to have a overall deficit of $211 million. 

The trade balance is expected to improve in 1984. Earnings from cotton 
and other agri.'ultural crops are projected to increased 18 percent along with 
a 3 percent decline in imports. The growth of cotton exports is predicated on 
a considerable increase in shipments from the 1982/83 crop, another good crop 
in 1983/84 and a strengthening of demand and higher prices. The growth in 
other exports is expected from a recovery of groundnuts and sorghum from 
drought in the rainfed areas and expansion of livestock exports. The
 
composition of imports should favor intermediate and capital goods.
 

Transfers are expected to grow slowly because of low growth of private 
remittances partly as a result of the economic slowdown in the Arabian 
peninsula and uncertainty over GOS foreign exchange policies. The current 
account deficit will increase because of large official interest payments
 
(Table 8).
 

The INT estimates the overall deficit in 1984 without debt relief and
 
non-project assistance is $1,100 million (Table 16). The financing gap before 
debt rescheduling is estimated at 760 million (Table 17).
 

Debt service obligations for 1984 prior to debt relief are estimated at 
l,143 million which includes t535 million of official interest payments, t20 

z.illion in private interest payments, t515 million in official principal 
payments, and 73 million in private principal payments (Table 4).
 

IMF projected a figure of t150 million for resources required by the Bank 
of Sudan (Table 17). Foreign exchange in the free market is not readily 
a,-7essible to the Bank of Sudan. While the Bank of Sudan plans to take 
measures during 1984 to increase the flow of foreign exchange available. BOS 
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16. 	 Projected Foreign Exchange Transactions 
of the Bank of Sudan in 1984 1/ 

(t Million) 

Receipts Paymnts 

1. 	Exorts 515 1. Imports 840 
Cotton 220 Petroleum 2/ 520 
Other 295 Other 320 

2. Invisible receipts 90 2. Invisible payments 	 55 

3. Debt service payments 
without debt relieft 960
 
Principal 425
 
Interest 535
 

3. Total 	receipts 605 4. Total payments 1,855
 

Financing 	Gap, without foreign assistance and debt relief 3/1,250
 

Source: IMF, 12/13/83
 

l/ Excluding project aid and related imports.
 

2/ Assuming financing costs of 20 percent or more.
 

3/ Without a stand-by arrangement, the financing gap would be U.S. $100
 
million larger.
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17. External Gap Analysis, 1984
 

(SMillion) 

Estimate 

Item 1984 

Trade Balance 
Exports (merchandise) 
Imports (merchandise) 

-860 
750 

-1,610 

Services (Net) 
Receipts 
Noninterest payments 
Official interest payments due 
Private interest payments 

270 
-225 
-535 
-20 

Private Transfers 450 

Current account (excluding official transfers) -950 

Official transfers and capital account
 
transactions 
 -150
 
Official project assistance 275
 
Official non-project assistance
 
Official payments due 2 -425
 
Private receipts (suppliers credits) 70 
Private payments -70 

Overall balance prior to non-project aid or 
debt rescheduling 3/ -1,100 

1/ 	Imports could be reduced if petroleum imports were procured at spot market 
prices.
 

2/ 	 IMr net capital transactions are expected to be zero in 1984. Interest 
charges of 4O million are included under Official Interest Payments due. 

3/ 	 Excludes t150 million of foreign exchange needed by the Bank of Sudan to 
meet external obligations. 

Source: IMF, 12/14/83
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18. Financing Requirements, 1984
 

Item Million 

Overall Balance 1/ -,1!00 

Resources required by Bank of Sudan 2/ -150 

Overall requirements (before non-project aid 
or debt relief) -1,250 

Estimated non-project assistance 490 

Financing gap before debt rescheduling -760 

1/ 	 Imports could be reduced if petroleum imports were procured at 
spot market prices. 

2/ 	 Foreign exchange needed to balance inflows and outflows of 
official foreign exchange transactins by Bank of Sudan; this 
will result in an equivalent increase in revenues in the 
commercial banking system. 

Source: IMF, 12/14/83 



- 47 

resorted to short term borrowing during 1983 to meet foreign exchange

obligations. Thus, it has not been possible to build up the reserve balance
which IMF projected for 1983, and approximately $150 million in additional
foreign exchange will be in 19,34 it to be in aneeded by BOS if is 	 position to 
meet its foreign exchange obligations.
 

With these assumptions, 11-7 estimated the remaining financing gap at $760
million. If rescheduling of payments to official bilateral creditors and
commercial banks were as agreed in 1983 (350 millicn and $30 million
respectively), GOS 	 obligatiorns would decrease by approximately $680 million.
The 	 availability of funds for debt service obligations is at least as limited 
as last year and a $80 million gap still remains. A possible approach to
closing it is through a reduction in the cost of petroleum. 

Aid terms need to continue to be the softest possible since Sudan should 
not increase its debt burden more than absolutely necessary to secure the
funds needed to finance its essential requirements. The medium term economic 
recovery program is predicated on maintaining a delicate balance between
spending and income, and will require extreme care on the part of the
Government and donors to assure that the aid projects undertaken make a
positive contribution to the recovery at the minimum possible cost. 

In 	summary, the IMF 1984 recovery program is: 

1. About t490 million non-project aid disbursements; 

2. Additional project aid commitments of about $400 million for high
priority development projects order maintain adequatein to an level 
of project aid disbursenient beyond 1984; 

3. 	 Debt rescheduling similar to that provided in 1983; and 

4. 	A workable system to procure petroleum products at favorable 
international prices. 

Covering the financing gap through concessional, program-type official aid 
is preferable to covering it through debt rescheduling. Program-type can help
not only to purchase critical imports required for production and export
activity but also to free funds retire high cost debt.to Such retirement
will enable the country to restore creditworthiness. Closing the gap through
debt rescheduling buys time at the cost of a rapid build-up of future debt 
service payments. 

H. 	1983/84 Public Investment Program
 

The fourth annual revision of the Three Year Public Investment Program
TYPIP) recently was completed. i/ 

i/ 	GOS, Prospects, Programs and Policies for Economic Development,
 
1983/84 - 1985/86.
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19. Domestic Petroleum Resources 

Oil Field Date Tested 

Highest
Individual 

Test rate (bpd) 

Abu Gabra 1 August, 1979 564 
Abu Gabra 3 
Unity 3 
Unity 2 
Unity 5 
Unity 7 
Unity 8 
Unity 9 
Unity 10 
Unity 11 
Talih 1 
Talih 2 
Adar 1 
Adar 2 
Yale 1 
Sharif 1 
Kaikang 
Heglig 1 
Heglig 2 
Unity 14 

April, 1980 
June, 1980 
February, 1980 
October, 1980 
February 
March, 1982 
September, 1982 
July, 1982 
December, 1982 
March, 1981 
February, 198-
October, 1981 
December, 1981 
March, 1982 
July, 1980 
May, 1981 
September, 1982 
December, 1982 
February, 1983 

1,462 
2,249 
2,939 
3,137 
2,838 
4,223 
4,223 
3,833 
3,739 
2,929 
5,400 

990 
655 

1,073 
2,340 
1,353 
2,550 

588 
3,300 

Source: Chevron Co. of Sudan 
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The fourth TYPIP drops the year 1982/83, adds estimates for 1985/86, and 

for the next three years including projects to be
sets out objectives 

resources to be mobilized, andimplemented, priorities in resource allocation, 
measures to be adopted and provides a framework within which thepolicies and 


next three annual development bugets will be prepared.
 

was prepared within the priorities of theThe 1983/84 development budget 
arethird TYPIP. The size and sectoral composition of the development budget 

in line with the investment program. The compositon of investment finance is 
for devaluation.also consistent with the program when adjusted 

the fourth year, 15% is allocatedOf the total investment program during 
for regional development. Larger regional allocations are envisaged for the 

later years as planning and implementation capability of the regions improve. 

The central government recently decided to transfer the administration and 
taxes to regional governments to augmentproceeds of specified central 

financial resouces. 

latest assumptions regardingAll estimates have been updated using 
rate, and real growth rates. Nevertheless, the


inflation, the exchange 

for sectoral allocation ofunderlying development strategy and criteria 

remains unchanged with emphasis on rehabilitation of existinginvestment 
production capacity. 

Aggregate investment in current and constant 1981/82 prices in the third 

and fourth Public Investment Program are:
 

(IS Million) 

Percent 

TYPIP III TYPIP IV Increase
Investment 


Total investment in
 
current prices 1,650 2,384 44
 

Total investment in
 
1,462
constant 1981/82 prices 1,283 14
 

Source: GOS, November 1983
 

of expenditure rehabilitation
In 1963/84, most the will be for of
 

on-going projects with minimum expenditure on new projects.
 

The fourth TYPIP includes a chapter entitled "Prospects for Private 
for the first time, toInvestment". The private sector was encouraged, 

a private sector investment program, and paveparticipate in formulating 

the way for effective investment in the private sector. However, the
 

contents of the chapter illustrate the limited amount of thinking which
 

the GOS has devoted thus far to encouraging private investment. The GOS
 

program requires clear, positive policies to encourage privaterecovery 

production of exports and import substitutes. The CG meeting in Paris
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recomnded a set of comprehensive and actionpolicies programs to 
support the private sector. 

Capital formation in Sudan is low compared otherwith countries.Gross fixed capital formation is estimated to be .S 1,170 in 1982/83,
13.2% of GDP at current market prices. if the increase in stock of LS 250million is added, gross capital formation was 36.1% of GDP. Privateinvestment is 52% of gross fixed capital formation. The IBRD, World 
Development Report, shows gross domestic investment (GDI) was 12% of GEPin 1980. 

During the 1960s GDI declined an average of 1.3% annually. Duringthe 1970s, GDI increased 6.7% annually. Therefore, gross fixedinvestment rates 12 13% theof or in early 1980s may be regarded asconsiderable progress compared with previous adecades. However, bettercomparison is investment rates in other rapidly growing countries. InEgypt and Korea, for example, GDI in 1980 was 31% of GDP, in Ivory Coast28%, and in Saudi Arabia 26%. By constrast, GDI was 5% of GDP in Ghana,3% in Uganda, and 11% in Guinea. The rate of investment in Sudan isbelow the average of low incom economies, excluding China and Irdia,which averaged 15% in 1980. The average for middle income economies was
27% and for industrial market economies 23%. 

A condition of Sudan's emerging from the ranks of low income
cmuntries is to increase productive capital formation to *much higherievels. Economists agree that capital formation or technical progress,
or a combination of the two, are the dominant causal forces in economic 
growth. 

Equally significant is the small portion of total capital formationin Sudan provided by the private sector. In 1982/83, gross fixed capitalformation by the private sector was only 7.6% of GDP. By comparison,
gross private domestic investment in the U.S. averages -approximately 17%of GDP. The implication, therefore, is that the productive potential ofthe private sector in Sudan is under-utilized. To increase privateinvestment rapidly, investmentthe climate must be favorable for risk
capital and entrepreneural ventures. 

The focus of GOS policy in the next few years needs to turn sharply.n the direction of encouraging private investment, particularly now thatthe prospects of reasonably adequate public haveservices improvedfollowing rehabilitation of the electrical system. This point wasemphasized at the Ccnsultative Group meeting in Paris in December. USAIDexpects to help the GOS to assess the investment climate and needs of theprivate sector and propose a strategy and program of action for
supporting domestic and foreign private investment. 

I. Development Expenditures 

Final development expenditure figures not available.are yet
Provisional estimates of centrally-financed development expenditure in 
1981/82 and 1982/83 are:
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1981/82 1982/83
 
% of Provisional % of
 

Source 	 Budget Actual Budget Budget Actual Budget 

Local Currency 167.0 163.8 98 221.6 199.0 90 

Foreign Currency 306.1 142.6 47 280.6 130.0 46 

502.3 329.0
Total 	 476.1 306.4 64 


Source: TYPIP IV.
 

The major cause of shortfall in development expenditures was the lack 

of foreign currency. The local currency component was largely spent. 
because ofDisbursements of project aid have been slow mainly 

implementation bottlenecks.
 

J. 	Monitoring Procedures
 

1. 	Joint Monitoring Comuittee. The Joint Mnitoring Committee in
 

the Ministry of Finance and Economic Planning meets quarterly and 

includes local representatives of all donors resident in Khartoum. The 
main purposes of the Committee are to monitor inplementation of econmic 
and financial programs for recovery and facilitate mobilization of donor 

assistance. Specific objectives of the Committee are to: 

a. 	 assure ccnsistency of projects with the recovery program; 
b. 	assess the adequacy of foreign and local project financing; 
c. 	 prepare the annual rolling 'Three Year Public Investment 

Program; 
d. 	 review the performance of parastatal enterprises; 
e. 	 increase private sector involvement in economic activity 

including an action program for stimulating this sector; and
 

f. 	improve national accounts and other data, particularly fiscal 
and monetary, for macro-economic projections. 

were
The responsibilities of the Joint monitoring Committee 


discussed and approved at the first meeting in March 1983. Quarterly 
meetings were in July and November. The Monitoring and Evaluation Unit 

of the Ministry of Finance and Economic Planning is the secretariat. 

2. Comodity Aid Committee. The GOS also has established a 

permanent Commodity Aid Conmittee under the Minister of Finance and 
Economic Planning to ensure coordination in utilization of commodity aid 
from various sources. The objectives of the committee are to: 

a. 	 formulate a general annual plan for ccmvrdity aid with 
periodic updating as may be necessary, taking into 

65 
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consideration national and sectoral requirements, various 
sources, and bilateral and multilateral agreements;

b. 	 allocate and reallocate if necessary, the contracted 
commodity aid to various recipients in the public and the 
private sectors; 

c. 	 monitor the utilization of omnodity aid, undertake necessary
follow-up action, and prepare periodic reports;

d. 	 periodically review the foreign exchange budget, coordinate 
that budget with commodity aid availabilities and 
requirements, and follow-up r-erformance; and 

e. review and approve the food aid policy and programs. 

A circular letter was sent to central ministers, regional
governors, and donor representatives in Khartoum explaining the purpose
and terms of reference of the Ccmmittee. A procedure has been adopted to 
assess commodity aid requirements of various ministries, departments, Rnd
public corporations which is to be implemented in the 	near future anu a
procedures manual for utilization of commodity aid has been prepared.
Three reports concerning utilization of commodity aid in 1983
submitted to the ccnmittee which has met nine times since early 1983. 

were 
A 

system of accounting for counterpart funds also is under review. USAID
is looking for ways to improve private sector participation in the 
committee's decisions. 

3. 	 Directorate General of External Finance. At the urging of 	 the
Consultative Group, the functions of the Directorate have been expanded 
to:
 

a. 	 prepare proposals on external finance policies, procedures
and strategies both at the national and international levels
within the political and ecormic framework of national 
priorities, plans, programs and policies;


b. 	monitor international capital markets and 'advise the GOS on 
external resource mobilization; and 

c. 	 prepare quarterly and annual reports on: (l) the level and 
structure of existing external debt; (2) the level and 
comosition of debt service obligations; (3) forecasts of
future debt service payments; (4) external finance 
mobilization and results; (5) bottlenecks hindering capital
inflow and utilization; and (6) corrective measures required 
to remove bottlenecks.
 

The Debt Management Unit prepares quarterly and annual reports for
the IBPD Debt Reporting System. The 	 IMF is expected to provide technical 
assistance to the Directorate.
 



VI. DEVELOPMEWT IMPACT OF PROPOSED CCMMODITY IMPORTS
 
AND REATION TO U.S. ASSISTANCE PROGRAM
 

A. Criteria
 

The central purpose of the Camiodity Import Program is to provide balance 
of payments support to an economy which is unable to finance minimum essential 
imports from current foreign exchange earnings. In an effort to then tailor 
the definition of balance of payments support to optimize stabilization and 
development impact, USAID has further refined our programing of the CIP and 
assessed the relative priorities of proposed imported ccmmodities. The 
criteria for targeting CIP camodities have been developed in accordance with 
concerns of major international and bilateral donors analyzing Sudan's Balance 
of Payments crisis and in particular, expressed Congressional interests in how 
CIP's should be used more effectively.
 

i. Need.
 

To identify the major categories of essential imports, a positive list 
of high priority items proposed by the GOS was constructed which establishes 
upper limits of imports in each category. To arrive at this positive list, 
the GOS worked with teams from the IF, UNM and IBRD and established 
guidelines for Sudan's requirements of essential ccmmodities. Essential was 
determined in terms of social and economic stabilization to keep Sudan's 
economy going at the current level while trying to redirect imports where 
possible to investment for increased production and export. The GOS/IIF 
guidelines/criteria was then meshed with cmodities needed to fulfill
 
requirements of the World Bank assisted Export Action Program resulting in the 
Three Year Investment Program. The final Three Year Investment Program was 
presented to the Consultative Group donors in December 1983 for program and 
project financing. 

In accordance with the priorities of the CG backed Three Year 
Investment Program, highest priority in both policy reform and investment 
allocation was given to agriculture to which USAID's -Development Assistance 
portfolio has contributed a significant ccmpnent. Agricultural machinery and 
spare parts which did not fit into an AID Development Assistance project and 
which had demonstrable impact on short and medium production of food and 
exports were placed cn the list for consideration under the proposed CIP. 
Analyses by AID, particularly in our studies on rainfed agriculture, have 
indicated that net foreign exchange impact of the proposed agricultural inputs 
ishighest for agricultural imports in the rainfed sector. 

During the CG, presentations recognized the critical role of energy in 
the rehabilitation of the agricultural sector. Both the need to reform 
import, marketing and distribution of petroleum products and the need to 
rehabilitate electricity infrastructure which supports the irrigation and 
transport sectors would have to have preeminence in the rehabilitation 
program. USAID intends to address the issues of petroleum prccurement in a 
separate CIP. To address the acknowledged importance of rehabilitation of the 
electrical transmission and distribution system, AID has accorded once again a 
high priority to electricity rehabilitation.
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Finally, and quite significantly, current foreign exchange and otherfinancial policies have been working against a robust but highly disadvantaged
private sector. In addition to encouraging GOS through covenants to modifypolicies which discourage private enterprise and investment, USAID hasexamined requests by GOS for imported 
ccmmodities with an eye to the
legitimate needs of 
Sudan's private sector. Many of the recipients ofindustrial as well as agricultural inputs will be private entrepreneurs who are economically efficient and have a significant impact on employment
generation. 

2. Policy Reform. 

Sudan's economic recovery can be achieved only through considerablereallignment of policies and relationships in the eccncnmy. In addition to CIPcovenants directed toward more general macro-econcmic policies, USAID has alsoexamined requests for categories of cxmmodities in light of performance andreform in the sub-sectors in which these commodities would be used therebyhelping to assure optimal use of cczmndities. Increased emphasis ondevelopment of the rainfed agricultural sector, reform of the energy andelectricity sectors and GOS stated desire to improve the role of the privatesector are specific examples of areas which have received high priority in
light of reforms undertaken. 

3. Regional Impact. 

A scmewhat new emphasis will be use the CIP tothe of reinforceUSAID' s emphasis on regicnal development. Appropriate institutionalmechanisms have been identified or established to assure a higher regionalcomponent of the CIP than has occurred in the past. For example, USAID andGOS are currently examining the possiblity of using the Agricultural Bank ofSudan and the Industrial Bank of Sudan who have branches in the regions
whose clients are almost exclusively private borrowers. 

and 

Beneficiaries of agricultural inputs, 
 sorghum milling and road
surfacing commodities will be mainly in the western and southern regions.Approximately 50% of tne proposed Ccezrdity Import Program will be utilizeddirectly by beneficiaries in rlral areas outside the major urban centers.
 

4. Consistency with National 
 Plan for Ecoomic Development andEffectiveness National The Threeof the Plan. Sudan Year Public Investment
fV), in 

Reconstructicn and Development, 
Plan (TYPIP formulated1 collaboration with the International Bank for 

places highest priority on rehabilitation of 
export producing industries along with 
reforms and balance of payments
support. The Three Year Plan is revised annually to incorporate the next yearand has been endorsed by the Consultative Group. The International MonetazyFund has taken the lead in assessing balance of payments requirements forquick disbursing assistance and endozses the policies of the Plan. 

5. Impact on Aricultural Production and Exports. In nearly everycategory, the proposed imports have a direct or indirect impact onagricultural production and exports. Agricultural inputs, such as tractors,are the key foreign exchange component of agricultural expcrts. Energy 
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supplies are essential to agricultural production which is dependent on 
reliable electrical supplies. Similarly, lubricants are important in
 
production of sugar. The import of tallow frees high value edible oils, 
mainly sesame and groundnut oil, from domestic consumption which contributes 
to exports and net foreign exchange earnings. Industrial inputs are essential 
for the output of other sectors and provide value added through domestic 
processing. Dry cell batteries are an important source of light, for example, 
in rural areas. 

6. Muti-sectoral Impact. Imported electrical and lubricant commodities 
especially have a multi-sectoral and multi-regirnal impact since these 
commodities are used widely in the economy. Industrial chemicals tend to have 
an impact mainly in the textile industry and in cotton producing regions. 
However, many associated industries depend on profitable cotton production and 
export. Therefore, chemicals for the textile industry have considerable 
impact outside the cotton production sector. Essential pharmaceuticals 
produced in Sudan from chemical inputs also are used widely throughout the 
economy. 

7. Use for Productive, E =loyment Gt-neratin, Cost Effective Purposes. 
The information provided in the following sections demonstrate that each 
category of imported commodities is for a high-priority, productive use, 
employs significant manpcwer, and is an econcmically rational use of these 
commdities. Electrical equipment, lubricants, and industrial chemicals, are 
critical inputs to production on which other industries depend for output and 
income. Imports of industrial inputs for domestic production will increase 
and stabilize employment, add value to output, and save foreign exchange. 

B. Energy 

Under this Commodity Import Program, S15 million for commodities and 
related technical services will be provided to improve the reliability of the 
transmission/distribution systems on the Blue Nile Grid. This Grid is the 
major source of electrical power in the Sudan and services both the irrigated 
agriculture sector between the Blue and White Niles as well as the industrial 
capacity in and around Khartoum. This activity is a continuation of efforts 
begun in FY 1982 under an earlier CIP and is consistent with IBRD-coordinated 
plans for Power IV.
 

The piblic electricity installed capacity in the Sudan is about 307 M, of 
which 160 MW is hydroelectric and the balance is thermal. However, due to age 
and lack of spare parts and major overhauls, the reliable capacity is of the 
order of 214 M . The principal generating and transmission facilities are 
located in the Blue Nile Grid (E) along the Blue Nile with an installed 
capacity of 229 M of which 175 MW is hydro. The BbIG produces about 87 
pei-cent of the public electricity systems' total generation. The BMG supplies 
the city of Khartoum and surrounding areas, as well as Sennar, Damazin, Wad 
-ledani, Hassa Heissa, Es Suki, Singa and other individual centers; and 
irrigated schemes at Sennar, Wad El Hadad, Guneid, Rahad and Gezira. The 
.'1stribution of energy consumption (kilowatt hours) is estimated to be: 
rsidential, 40.5%; industrial, 39.5%; agricultural, 10.5%; and other 9.5%. 
The National Electricity Corporation (NEC), a publicly-omwed electric utility, 
is responsible for operations on the Blue Nile Grid.
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Continuing execution of the IBRD-financed Pcwer III project is adding
additional generating capacity to the Blue Nile Grid. Recently two diesel
units of 10 MW' each have gone into service at the Burri Power Station inKhartoum with a third 1OMW unit to follow in the caning months. A 40 I hydrounit (number 5) has become operational at the Roseires Dam powerhouse
Damazine with another 40 M4W unit (number 6) to 

in 
become operational this year.Two steam-powered generating units of 30 MW each are expected to come onstream at the Khartoum North power station within one year. 

A number of studies financed by AID over the last few years have pointedout the importance of improving the reliability of the transmission/distribu
tion systems within the FW, as opposed to continually concentrating onincreasing generating capacity. Chief among these nave been "Short-RangeElectricity Supply Reliability Improvement Programs" by International Scienceand Technology Institute, Inc./Energy Development International Inc., inOctober 1981, and "Technical Assistance to the National Electricity
Corporation, Sudan, in Support of the Immediate Rehabilitation of the BlueNile Grid", by Bechtel National Inc. in June/August 1982. These studiesindicated that the needs for commodities to improve the reliability of theexisting transmission/distribution of the BUG to be in the range of t80 to
ki00 million in 1981 prices. 

Based on these studies and funding limitations, specifications wereprepared and approved in the spring/summer of 1982 for the most urgentlyneeded transmission/distribution equipment in the areas of telecommunications 
systems, mobile maintenance equipment and preventative/emergency power systems
equipment which had an estimated cost of k18.5 million. An initial allocation
of 16.3 million was made under the FY 1982 Cmoity Import Program for thesecommodities. A technical assistance contract was subsequently signed withBechtel National Inc., to assist the NEC with the procurement and installation
of these commodities. Tenders were received and evaluated and procurementcontracts were executed prior to the of Cr 1983.end As of March 1984, the
majority of the equipment has been received and installed by the NEC, with theassistance of the contractor. All equipment ordered under the FY 1982 CIPwill be in operation prior to August of 1984. The expeditious handling ofthese commodities can be attributed to the performance of the contractor,
timely coordination by the GOS implementing agencies, primarily the NEC, and 
continuing support by the Mission and AID/W.
 

To continue WG rehabilitation efforts, the NEC received a kI.0 millionsupplement from the FY 1983 Commodity Import Program to cover forcostsinternational transportation, manufacturer's representatives start-up andoperator/maintenance training, additional engineering services and equipment.
The overall cost of Phase I SNG rehabilitation commodities is W17.3 million,over k1 million less than the estimates prepared in 1982. The final cost ofthe Bechtel National Inc. technical assistance contract is estimated at kI.6million, part of which was financed under the CIP and part under the DA Energy
Planning and Management Project. 

As a continuation of these efforts, the FY 1984 Commodity Import Programincludes S15 million as a second phase of the BNG transmission/distribution 
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reliability improvement program. The following list illustrates the proposed 
c=modities and related technical services:
 

Estimated 

Item Quantity Cost (t 000) 

Substation units 33/11 KV, 20 MVA 6 each 4,800 
Power cable, 33 KV, 3/C, 300 MM2 75 KM 4,000 

Power cable, i! KV, l/C, 750 rm2 5 KM 225 
Conductor, 220 KV 200 KM 1,000 
Switchgear, 33 KV 15 700 
Vibration Dampers, 220 KV 11,000 330 
Test equipment and tools 1 lot 200 
Telecommunications equipment 1 lot 445 
Street lighting control switches 5,000 units 250 
Calculator/billing machines 12 250 
Technical assistance 2,000 
Contingency 800 

Total 	 15,000
 

The final list of conmodities and related services will be developed during 
Marl'h/April 1984 during which time a power/utility systems expert will assist 
USAIL and the NEC with: (1) an evaluation of the phase 1 ENG short-term 
reliability improvement program: (2) developing a priority list of commodities 
under phase 2, within the context of the 1981/82 EN. reliability improvement 
program ($80-!00 million list) and within plans for Power IV; (3) identifying 

onnecessary commodity-related technical service/training requirements, based 
experience with the phase-one program; and (4) determining other institutional 
features of the phase-two program. 

Commodities under phase two of the CIP, Blue Nile Grid Rehabilitation 
Program will be provided within the verall plans developed by the World Bank 
for Power IV. The main objectives of Power IV are to: 

1. 	 rehabilitate existing facilities in the Blue Nile Grid (BNG) and the 
Eastern Grid (EG), and to assure their efficient operation through the 
provision of spare parts, in conformity with the Government's strategy
 
for the economy;
 

2. 	provide additional generation capacity in the BNG and EG to meet at 

least cost the forecast increase in demand during the latter part of 
the 	1980s;
 

3. 	 increase transmission capacity in both grids to transmit the generated 
energy to the main load centers; 

4. 	 increase the capacity of the subtransmission and distribution networks 
in the Khartoum area and areas of the Bb 3 outside Khartoum to improve 
reliability of supply; 
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5. 	 continue efforts for institutional improvements and strengthening of 
NEC's organization and operation through comprehensive management and 
staff training programs which are being carried out through Power III 
Project; 

6. 	 carry out a load management and energy conservation study; and 

7. 	 provide fuel oil transportation equipment to assure supply of fuel oil 
requirements to thermal power stations in the Khartoum area. 

Inproving the reinforcement of the transmission/distribution systems of 
the EG is a high priority for Power IV, and we can therefore expect a close 
complementarity between it and CIP assistance.
 

The economic costs associated with interruptions in electric service are 
substantial. The power failure of July and August 1983 cost Sudan 10 percent 
of its industrial output. The annual industrial loss from regular shedding
because of strains on the system is in excess of 20 percent. Fixed and some 
variable expenses continue for a factory owner, including labor charges under 
Sudanese law, even if a plant is not producing. These losses are some of the 
most costly to the economy because these funds would otherwise be available to 
a small group of entrepreneurs who have progressed from trading to become 
industrialists. These losses reduce internal financing for new investment. 

Unreliable power also forces utilization of small privately-owned 
generators which wastes millions of dollars annually in standby generators and 
diesel fuel. Agriculture production in the areas irrigated by the use of 
electrical power pumps also Suffers drastically because of the unreliability 
of electricity. Such losses exceeded tl00 million in 1983. 

USkID support to the electric power sector illustrates the integration of 
the codity Import Program with other elements of the U.S. assistance 
program in the Sudan. Aside from the CIP financed Blue Nile Grid reliability 
improvement program, CIP cmmdities, related technical services and local 
currency generations from the CIP are being used to alleviate the 
sediment/debris buildup at El Roseires Dam and Power Plant, the major
hydro-electric power generation for the EG. Under the DA-financed Energy
Planning and Management Project, a contract is being signed with Harza 
Engineering Company to provide long and short-term assistance to the NEC to 
improve overall planning and operational -apabilities. 

In summary, a high economic payoff will result from improving the 
reliability of the EG transmission/distribution systems. Under the FY 
1982/33 Commodity Import Programs, a successful first phase program was 
mounted. Under the FY 1984 CIP, an additional t15 million is proposed for 
commodities and related technical assistance/training to further reinforce the 
system. Appropriate technical and financial, analyses have been performed 
under 1981/82 USAID-financed studies as well as the plans for Power IV; 
thereby satisfying FAA Section 611(a) requirements. Recognizing the 
importance of complementing comm dity support with institutional reforms 
within the NBC itself, Section X1 A proposes certain covenants for the CIP 
Program Agreement. 
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As mentioned earlier, the timely procurement of ccnmmdities financed under 
the FY 1982 CIP is attributable to the assistance by Bechtel National Inc. to 
NEC. Also, A.I.D. waived the requirement for procurement through formal 
competitive bid procedures. Thus, Bechtel was able to speed up procurement on 
behalf of NEC through its San Francisco office by informal solicitations of 
offers or quotations from potential suppliers. USAID is of the opinion that 
similar arrangements should be made for the utilization of the $15 million 
proposed under the FY 1984 CIP because NEC does not have yet the capability to 
undertake on its own formal competitive procurement on such a scale. 

C. Tallow 

Tallow, an important ingredient in the manufacture of soap, is included in 
the CIP for the second year, because of its positive impact on a 
labor-intensive, import-substitution industry. The importance of imported 
tallow as a low-cost substitute for valuable cotton-seed oil has been 
emphasized by the Ministry of Industry, which has prohibited soap factories 
from using cotton-seed oil because of shortages of edible oil. Since 
cotton-seed oil is a popular coking oil, it must be replaced by higher value 
exportable oils, such as groundrut and sesame, and by imports of refined 
edible oils. The availability of t5 million in CIP funds for tallow allows 
the Ministry to save foreign exchange by decreasing oil and soap imports ar, 
increasing high-value edible oil exports. 

The 50 soap factories in the Sudan require about 60,000 tons of tallow 
annually to operate at current levels of capacity (55%). Last year the t6 
million in financing available under the CIP permitted imports of about 9,000 
tons. Production problems encountered by the soap industry are familiar 
shortage and delays in supplies of raw materials, continuous shortage and 
unavailability of spare parts for obsolete machines, scarcity of technical 
skills and expensive employment of unskilled workers, and continuous power 
failures. Although only the first constraint is addressed by CIP tallow 
imports, industry sources say that shortages of tallcw are the main bottleneck 
to production. 

As a result of these constraints, Sudan's soap factories produce only 
95,000 to 100,000 tons annually, about 5.8 kg/year per capita , although 
installed domestic capacity is 9.65 kg/year per capita. Even though annual 
domestic production is supplemented by imports of 7,000 to 15,000 tons of 
soap, per capita consumption of soap is only one-fourth of that in developed 
contries and only one-half of per capita consumption in Egypt. The total 
capacity and production of Sudan's soap factories in 1983 is:
 

Type Tons Capacity Tons Produced 

Laundry Soap 160,400 88,220 
Bath Soap 12,960 7,100 
Soap Powder 10,080 5,540 
Total 183,440 100,860 

A new ban on imports of bath soap will increase the pressure on the domestic 
scap industry to increase output. 
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Demand for soap products, and therefore of imported tallow, is expected to 
increase substantially in coming years. Assuming that population growth is 
2.8% annually, and that consumption increases 5% annually, miiimal demand for 
tallow through '.994 will be: 

Total Soap Per Capita Demand for 
Year Population Consumption(Mr) Consumption(Kg) Tallow (tons) 

1983 19,000,000 110,200 5,800 73,466 
1984 19,532,000 119,145 6,100 79,430 
1985 20,078,900 128,405 6,395 85,430 
1986 20,041,100 138,608 6,715 85,603 
1987 21,219,055 149,594 7,050 92,403 
1988 21,813,190 161,482 7,403 107,654 
1989 22,423,950 174,801 7,773 116,200 
1990 23,051,825 188,149 8,162 125,432 
1991 23,697,280 203,086 8,570 135,390 
1992 24,360,800 219,247 9,000 146,164 
1993 25,042,90C 236,648 9,450 157,765 
1994 25,744,100 255,382 9,920 170,254 

Note: One ton of tallow produces 1.5 tons of soap
 
Source: United Company for Industries 

These figures indicate a foreign exchange requirement of some 50 millicn in 
1984 at current tallow prices, most of which must be financed by scarce 
foreign exchange from the free markets. Shortages of foreign exchange for 
tallow will make the substitution of cotton-seed oils increasingly tempting 
for manufacturers, with accompanying adverse effects of Sudan' s 
balance-of-payments. 

The Unity Company for Industries (UCI), which represents about 45 soap 
factories, will be the sole agent for importing CIP tallow. Allocation of 
tallow to the soap factories is approved by the Ministry of Industry according 
to the capacity and needs of each factory. In the past, about 90% of CIP 
tallow has been distributed to private factories. 

Tallw has been imported in 22 kg drums, which reduces the hazards of 
damage or leakage. Mcst of the unloading is manual, and losses are estimated 
to be 3%. Starting this year 75% of the tallow will be imported in bulk 
because: (1) importation in bulk will decrease losses from 3% to 1%; (2) the 
price of bulk shipments is less, and (3) the storage space required inside the 
factories is less. 

Tallow is directly pumped from the ships to tanker trucks. Bulk 
facilities exist in the port and the soap factories have facilities to receive 
bulk tallow. Specially equipped, 50-ton trucks are available from private 
companies. Two yards in K'hartoum North are used if necessary for storage. 
Construction of additional bulk storage is planned for Port Sudan and 
Khartoum. Services rendered to the soap factories by the Unity Company for 
Industries are included in the price. i.e. the cost per ton delivered to the 
factory. 
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CIP financing of tallow is a net economic benefit to the Sudan in two 
ways. First, private domestic production and employment are supported, 
thereby providing value-added and foreign exchange savings. The existing 
capacity of the soap factories can supply domestic demand for all types of 
soap with some production available for export to neighboring countries, 
provided raw materials are available to utilize operating capacity. Secondly, 
import substitution is achieved by substituting tallow for cotton-seed oil, 
thereby allowing the Sudan to use its comparative advantage in production of 
high-valued oilseeds. As more cotton-seed oil is available for domestic 
consumption as an edible oil, imports of refined edible oils can be reduced 
and at the same time increase exports of high-value groundnut oils. 

Procurement of tallow will have an immediate balance of payment impact. 
As in the past, the Unity Company for Industries will take the lead in 
undertaking a single purchase on behalf of all soap factories. A formal 
tender will be issued through the Sudanese Embassy in Washington. Bids will 
be received and evaluated in Khartoum. With the prior approval of the USAID 
Mission, AID will 
supplier. It is 
within four months. 
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D. Lubricants 

Although the Sudan's lubricant requirements have grown significantly since 
1980, annual imports of lubricants and greases have declined, resulting in 
critical shortages in the transportation, agricultural and manufacturing 
sectors. Industry sources say the decrease is mainly the result of foreign 
exchange shortages, and estimate a shortfall of 90,000 barrels, worth about 
ki0.8 million at world prices, in calendar year 1983, with the prospect of 
larger shortages in 1984. CIP imports of $5 million of base oils, and $1 
million of finished products are proposed. 

Base oils are a fast disbursing item with immediate balance-of-payments 
impact. Base oils will be imported in bulk by Mobil and Shell Oils, through 
Port Sudan, as in the past, for blending in their Port Sudan refinery. The 
procurement cycle should be no more than three months. Finished products will 
be imported by Total and Agip for immediate retail sale. 

Shortages of lubricants which are vital inputs in every mechanized 
production process, have two adverse economic effec 3: 

1. 	Shut down of industrial machinery, resulting in decreased output, 
transportation bottlenecks and spoiled perishables, and 

2. 	 Reduced economic life of capital equipment. Inadeqmate lubricantion 
shows up in the form of higher maintenance costs and early replacement 
of machinery. 

Although lubes are vital, the amounts needed are relatively small, 
suggesting that it is cost-effective to target limited foreign exchange for 
th-ir importation under the CIP. 
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Because of the structure of the lubricant and grease market in the Sudan,the brunt of the shortages have not been borne by heavy industry, but by smalltransporters and especially small industries. The market is dominated by fourimporters: Shell withOil 60% of the market, Mobil Oil with 30%, and Totaland Agip together, 10%. andShell's Mobil's dominant position arises fromjoint ownership of a blending plant in Port Sudan in which they combineimported base stocks with imported additives to make various lubricants forlocal sale. The plant operates at about 70% capacity. Total and Agip, on theother hand, import finished, packaged products. The savings to the Sudan inbuying base oils to be blended at Port Sudan are considerable. A finishedbarrel of lubricants imported by Total/Agip costs the Sudan about 135 more inEX than does the same barrel blended in the refinery. 

Because of the indispensability of the product to mechanical processes,and their vulnerability to goverrnment intervention or regulation, Shell andMobil have established informal priority lists of strategic account customersin which the essential needs of public industries, such as the railways, NBC,sugar factories and the main textile factories, are met first. Largetransport companies with considerable vocal demand are next in line, followedlast by the private entrepreneurs who compete for the remainder of available
supplies Ln the open market. 

When foreign exchange shortages limit of baseimports stocks, as has beenthe case since May 1983, the oil companies ration output among customers,deciding who will get how much based on the customer's stocks and equipment
needs, and even arrange for customers 
 to supply each other from their stocks.No inventories are kept by Shell or Mobil. Lubes and greases are loadeddirectly on trucks at the factory and sent to waiting customers. 

In calendar year 1983, supplies were severely limited for all customers.A total of 220,000 barrels (45 US gal/bbl) worth $30 million in the world
market will be imported for Sudan's domestic needs, 
 a decrease from 1980 and1981 imports. About t20 million of the foreign exchange was financed by theGOS; the remaining $10 million was supplied by emergency balance-of-paymentsgrants from the Dutch (two installments totalling $6 million) and the Italians(a total of $6.5 million, of which t3-4 million was used in 1983). Even
industry scurces estimated a shortfall of 90,000 
so,


barrels, worth kI0.8 million

in foreign exchange in 1983.
 

The year 1984 opened with fresh stocks purchased with a late 1983 Italianloan of an additional t3.5 million and a January 1984 Dutch grant of $2.6million, both of which came just in time to avoid national shortages in thecritical harvest season. The lubes imported with this money lasted throughend-February, at which time a $3 million base oil shipment funded by Mobil andShell arrived in Port Sudan. This should carry the count- through mid-April,after which, according to Mobil, the only prospects for more are further Dutchand USG aid. Given the shipment to shipment financing of lubricants, it isnot possible to estimate supplies or the shortfall in 1984, although demandwas nowhere near satisfied by the supplies imported in January and February. 
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For instance, heavy industries managed to satisfy their essential needs in 
1983, partially because of preferential treatment by the oil companies, but 
also by reducing inventories. Although production was not interrupted, heavy 
industry faces 1984 with depleted stocks, with no foreseeable opportunity to 
replenish them. 

One example of an industry which could benefit from an expanded supply of 
lubricants is the sugar industry, which uses large amounts of lubricants in 
its grinding mills and its fleet of tractors, earth-moving equipment and 
trucks. The GOS has emphasized increasing sugar production to decrease sugar 
imports and therefore conserve foreign exchange. National production rose 
from 82,000 tons in 1981/82 to 130,000 tons in 1982/83, and is expected to 
reach 195,000 tons in 1983/84. 

Even though sugar industry output rose 75% in the 1982/83 season, the 
annual consumption of lubes and greases remained =nstant at about 9,000 
barrels a season. To meet needs, the sugar mills drew on stocks, but suffered 
major shortages of lubes such as circulatory oil for the turbines, 
transmission oil, mill bearing greases and oils, and automative lubricants. 
At the New Halfa mill, 3,416 barrels of lubricants were ordered for the 
1982/83 season, of which less than 50% was delivered. 

The 1983/84 season began in late October, with depleted stocks and the 
prospect of further shortages in 1984. Industry sources estimated that lube 
requirements rose by 10-20% in 1983 to about 11,000 barrels. Decline in 
output due to lack of essential lubes was avoided only by last minute Dutch 
and Italian aid. For example, at the New Haifa mill, two barrels per day of 
Mobiltac LL are needed to lubricate the main shaft of the cane press, or about 
150 barrels for the entire season. Although the cane harvest began in late 
October, New Halfa had only 20 barrels through November 1, or a 10-day supply, 
with no prospects for more until the aid came through. At the Sennar Sugar 
Mill, 220 drums of a specialized grease had to be shipped by airfreight, at a 
cost of k18,000, to keep the mill from shutting down. 

The transportation industry was forced in some areas to take vehicles out 
of service because of lack of lubes, resulting in prolonged harvest time and 
rising prices. El Roubi Transport, a major company with about 100 vehicles, 
delayed the delivery of government supplies, including fertilizers, because 
half cf its fleet was unable to operate. 

Te private sector, an array of bus companies, taxis, and small 
industries, has been hit the hardest, though financial statistics are 
unavailable. Lubes and greases were unavailable in retail markets from May to 
,October 1983, and even when supplies were available before then, GOS security 
forces rationed customers to one gallon. 

Shortages have encouraged entrepreneurs to use three alternate sources: 
() re-using old or worn-out lubes with the risk of capital losses; (2) 
buying inferior lubes imprted in small quantities by local merchants, again 
ri 1king damaged equipment; (3) buying from the black market at prices 100 to 
20C% above official control prices. The free market supplies about 10% of the 
demand for lubes, almost entirely in the private sector, and involves 
considerable sums of underground foreign c'lrrency. 



-64-


Most of the FY 84 CIP funds will be used in 1984 to import mainly base 
stocks, to be blended and packaged domestically, which is more cost-effective 
than importing finished products. Distribution of CIP-funded lubes will be 
determined by Shell and Mbil. Since the GOS has issued increasing numbers of 
import licenses for automative and diesel engine lubricants, private sector 
demand for private generators and vehicles seems currently satisfied by
imports of finished products. The primary beneficiaries of additional 
imported base oils will be the industrial sector and government services. 

Lubricant Demand and Supply
 

(1000 bbl) 

Quantity Quantity Percent
 
Year Stock Supplied Demanded/ Shortfall Shortfall
 

1980 0 235 235 - 
1981 0 231 258 27 10
 
1982 0 197 281 	 84 30 
1983 0 220 (est) 314 	 94 30
 

1/ 	 Quantity demanded estimated from quantity consumed in 1980 as base,
and increased by 10% each year. Shortfall figures are proably
conservative, because 1980 consumption was about 10% below demand. 

E. 	 Industrial Inputs 

1. Textile. Two types of commodities valued at tl.0 million are 
requested under the CIP for private textile firms: 

a. 	 Sizing Material: modified starch, maize starch, oils and 
lubricants which are used to strengthen yarm, before weaving. 

b. 	 Finishing Materials: caustic soda (sodium hydroxide), hydrogen
peroxide and dye stuff which are used to convert grey fabrics into 
bleached, dyed, and printed fabrics. 

The 	 largest textile factory needs 6 million of industrial chemicals
annually to produce about 60 million yards of grey fabrics will not be 
processed to bleached and printed fabrics and the finishing section of the
plant would be idle. CIP and other bilateral sources do not supply all the 
industrial chemicals needed and textile firms compete for freemust market 
foreign exchange to import chemicals and other needs. 

The textile industry is the largest industrial activity in Sudan,
primarily an agricultural country, which has grown from only two 
privately-owned plants in 1975 to 21 public and private factories now in 
operation. Growth of the industry has increased the quantity of Sudanese-made 
cloth available to consumers and saved foreign exchange through import
substitution. Inflated costs for imported machinery and for local building 
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materials and supplies increased initial investment costs more than originally 

planned. Declining cotton production and GOS emphasis on lint cotton export, 

at the expense of local consumpticn and processing, have caused shortages of 

cotton for domestic processing. Power failures, unreliable transportation, 

shortages of management and skilled labor, and competition from lower cost 

foreign producers partly because of an overvalued currency, have hurt the 

industry, as have politically motivated management decisions. Acute shortages 
the textile industry. Raw materials and spareof foreign exchange affect 

parts are in short supply and new equipment is hard to finance. These 

problems have resulted in a decline in output to only 15-20% of total 

capacity. However, the long term rationale of the industry to add value to 

Sud?\ ese agricultural products is sound. A substantial internal market exists 
which is largely untapped. If infrastructurefor inexpensive cotton cloth 

over Sudanese spinningbottlenecks are reduced and cotton supply problems e, 
should become a profitable industry which can save substantialand weaving 

foreign exchange through import substitution and earn foreign exchange through 

exports. 

Of the 21 textile factories in the Sudan, 10 are privately owned. 

Public sector spinning and weaving factories are managed by the Spinning and 

Weaving Corporation which was formed by ministerial order in 1975. In 
for 	 dressaddition, there are 46 garment factories toabs, the national for 

women, sheets, and towels. Textile factories are distributed throughout the 

country and employ 25,000 workers. The capital investment in the textile 

industry including firms producing ready-made clothes, sheets and towels, is 

about one billion Sudanese pounds, of which the public sector share is 60%. 

T"he total capacity of both the public and private sector factories in 
is about 344.5 million meters arually.semi-finished and finished weaving 

The total utilized capacity in spinning is about 9,800 tons annually. 
Although economic analysis of the productivity and competitiveness of the 

textile industry is not readily available to USAID, domestic processing is 

assumed to be feasible at the appropriate shadow exchange rate. 

2. Pharmaceutical Paw Materials. Private pharmaceutical manufacturers 
have requested $4 million for raw materials, a use which can have high payoff 

in saved foreign exchange. Although Sudan's domestic market for 

pharmaceutical products is large and growing, production has been extremely 
low 	 in recent years because of power failures, shortages of spare parts, 

and exchangerestrictive pricing policies by the GOS, lack of foreign 	 for 

import of chemical inputs. 

Procurement of the pharmaceutical raw materials will be done by the 
needs to the Ministry ofcnmpanies who have presented lists of their input 

Commerce through the Ministry of Industry. The 4 million will be allocated 

b, the MCCS to these copanies on the basis of need. Procurement will be 
undertaken under AID negotia:ed procurement procedures, and AID Special 

?rovision 40.1 and 40.2 will apply to each transaction. Disbursements will be 
effected through a Bank Letter of Coimittment. 

Industry sources say that unavailability of imported raw materials is 

the primary reason that the industry, with an estimated capacity of 900 
million tablets per annum, produced an estimated 50 million tablets in 1982, 

only 6% of capacity. As a result, Sudanese factories could not fulfill any 
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20. 	Private Textile Firms
 

Total Capacity Utilized Capacity
 
(Ls. 000) Weavirig 

Name LIcal Foreign 
Spinning 

(000 tons) 
(millions 

yds) 
Spinning 

(000 tons) 
Weaving 

(000 yds) 
No. of 
Workers 

1. The Sudanese Textile 
Company 10,000 49,864 15.00 105.0 5.5 31,000 9,000 

2. Khartoum Spinning & 
Weaving Ccmupany 2,200 - 4.50 42.0 1.8 20,000 3,000 

3. Blue Nile Spinning & 

Weaving Company 26,923 41,700 2.70 42.0 - 6,000 1,942 

4. Sinnar Weaving Company 141 12,800 2.10 - 1.2 - 544 

5. Wad Medani Textile 
Company 3,426 11,806 2.10 19.0 1.3 9,000 1,099 

6. Cotten Textile Mills 5,000 11,000 1.60 13.0 1.5 11,000 1,700 

7. Red Sea Spinning 
Company 2,380 1-;,333 2.10 - 1.8 - 600 

8. The International Weaving 
& Spinning Factory 25,500 4,500 4.52 2.0 1.2 1,200 772 

9. Gezira & Managel 
Spinning Company 10,859 39,795 1.6 12.0 - - -

10. Gumiza Textile 
Factory 2,300 10,500 1.50 - - -

TOTAL 88,729 196,298 37.72 235.0 14.3 18,657 

Source: Spinning and Weaving Corporation 
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21. Public Sector Textile Firms 

Invested
 
Capacity No. of Capital 

Name Product (Tcns/Meters) Workers (IS million) 

Spinning Factories Tons 

Port Sudan Spinning Factory Fine Spun Yarn 5,300 11800 13.9 

Khartoum North Spinning 
Factory Fine Spun Yarn 2,680 670 6.5
 

Elhab Abdall Spinning Factory Fine & Course 
Spun Yarn 10,350 1,800 17.2
 

Subtotal 18,330 4,270 37.6
 

Weaving Factories Million Meters 

Shendi Weaving Factory Grey Fabrics 6.9 415 4.9 

El Dueim Weaving Factory Grey Fabrics 6.9 415 4.9 

Kcsti Weaving Factory Grey Fabrics 6.9 415 4.9 

Kadougli Weaving Factory Grey Fabrics 6.9 415 4.9 

Nyala Weaving Factory Grey Fabrics 6.9 415 4.9 

Managala Weaving Factory Grey Fabrics 6.9 415 4.9 

Subtotal 41.4 2,490 29.4
 

Spinning, Weaving & Finishing
 
Factories
 

Friendship Textile Factory Bleached, dyed 16.0 2,000 11.5
 
& printed fabrics 

-addo Textile Factory 15.0 2,000 3S.3
 

Subtotal 31.0 4,000 38.3
 

Total - 10,760 105.3
 

Source: Spinning and Weaving Corporation
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government tenders for pharmaceuticals in 1981, 1982 or 1983, which forced the
GOS to make up the shortfall with expensive, imported finished pharmaceuticals. 

Seven pharmaceutical factories are licensed for production-five
Sudanese, one American, and one Greek--with a total capital investment of over
7 million Sudanese pounds. All are private except a new factory owned by theMilitary Economic Board, which is not eligible for CIP funding. They produce
about 15% of Sudan's consumption of tablets, capsules and syrups. The other85% is iqxmp-ted as finished products. Chlcroquine products and aspirin
tablets are the primary items produced in the Sudan, followed by
chemotherapeutic and antibiotic medicines. 

Distribution of is betweenpharmaceuticals divided (1) the privateretail sector, which sells about one-third of Sudan's pharmaceutical supplies
through private pharmacies, and (2) the national public health system, which
distributes the rest. Recognizing that foreign exchange is saved by importinginputs rather than finished products, the GOS has attempted to procuredcmestically-produced pharmaceuticals. The offeredMEP tenders in 1981 topurchase whatever local factories could produce, and contracts for LS 11million were awarded to Sudanese ccmpanies for delivery in 1981-1983.
Unfortunately, foreign exchange shortages, combined with GOS pricing controls 
on foreign exchange, forced the companies to rely on the Bank of Sudan (BOS)
for their foreign exchange. Since the BOS had no foreign exchange to offer,the companies could not import the chemicals they needed. As a result the 
tenders remain unfilled. 

For example, the Sxlr.zza _-i.- ' I Industry Caipey accepted acontract, most of it for chloroquine tablets and syrups, aspirin and sulpha
products, worth about 7 million Sudanese pounds, for delivery in 1983, Unable
to obtain from the BCS the t3.2 million in foreign exchange needed to import
ingredient chemicals, the company is attempting delay deliveryto until theend of 1984. Another company, in a similar situation with a t3 millionforeign exchange requirement, failed 75to deliver million chloroquine tablets
and 1.5 million bottles of chloroquine syrup in 1983. 

Unfilled local tenders have direct impact on Sudan's BOP. Allocationsof foreign exchange by the MFEP to the Ministry of Health (MOH) for overseas
purchase of pharmaceuticals have a provision that the MOHl can increase importsby 20% to explicitly cover shortfalls resulting from local, unfilled tenders.
In 1981-83, the MC(H imported $40-50 million in finished pharmaceutical
products, same 10-15% or t4.7 million, of which was included to cover unfilled
domestic tenders. example, GOS toFor the attempted replace 150 millionchloroquine tablets by letting bids on the international markets. By paying
four times the international price, the MCi procured 65 million tablets. A 25million-tablet donation by the Gulf states raised the total to 90 million,
still far below public health requirements. 

Industry production for private sector retailers fared somewhatbetter. Unlike the companies producing for GCS tenders, which were forced torely on the financially-strapped BOS for their FX, companies using private
sector outlets were able to buy FX on the black market and operate atnear-to-full capacity. Although retail prices of pharmaceuticals are 
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controlled, their profit margin is evidently high enough to permit import of 

at black market rates.inputs 

import of pharmaceutical goods does not 
Yet domestic production and 

which is large but unquantified. Despite the 
come near to satisfying demand, t20by the M in 1982/83, plusimported20-25 million in pharmaceuticals millionretailers, and $6-10 
million in finished products imported by private 

million
for private retailers, a total of about t55 

produced by local industry 
in local pharmacies, and hospitals 

were generally unavailablemedicines where evenRural areas,of basic pharmaceuticals.suffered critical shortages 
obtain aspirin, IV solutions, or antibiotics, 

public hospitals could not 
Health Support Project provides $2 million 

the most. USAID's Ruralsuffered Darfur and the South,for KCordofan,
for the procurement of Pharmaceuticals 

where shortages are endemic. 

in 1984 looks no more prcmising. The 1983-84 foreign
The situation sector 

budget, prepared by MFEP, allocates t29 million to the public
exchange private sectorand k15 million to the 
for import of finished pharmaceuticals 

for the domestic production of 
products and raw materialsfor both finished This is 

a total foreign exchange allocation of t44 million. 
oharmaceuticals, 1983-84, local 
.ar less than needed to satisfy even urgent demand. In 

require about $16 million for raw materials inputs to keep the 
industries will to filling governmentlevels and begin
1.rivate sector supplied at current 


tenders.
 

can help fill these critical industrial needs,

CIP commodities 

policies on government

is reforming pricing


especially since MFE USAID will 
tenders. Negotiations underway with support from 

plvirmaeutical bank rate ofat the ccmmercialto purchase foreign exchangeallow the industry Such a reform will
of exchange rate regulations.

LS 1.8=4, a liberalization asratesexchange at commercial bank 
increase industry demand for foreign 

that 'have operated at 20 
prcduction for government tenders activates factories 

CIP will be allotted both to 
past years.to *:0% of capacity for the two fortender and those producing

companies producing for governmentpri-.te coupled with the 
private sector retailers. In particular, these commcdities 

Primary Health Care Project,USAID's Northernwill complementpr.cing reforms unit of thefor the medical logistics
provides technical assistance medicalwhich which handles procurement and distribution ofMinistry of Health 

suppli es.
 

sufficient to meet domestic 
Since installed production capacity is 

aspirin tablets and substantially reduce 
demand for chloroquine products and 

a of 
impors of other finished products such as antibiotics, loosening the 

can reduce substantially
foreign exchange constraints through CIP funds 

ofas the Ministry 
foreign exchange expenditures by importing agencies such 

health ,nd private pharmacies.
 

medical 
Without considering the humanitarian aspects of increased 

effects of a healthier population, increased and more 
supplies or the economic 

also: (1) employ Sudanese in the 
reliable domestic pharmaceutical output would 

international
(2) prevent purchase of medicines at inflated 

industriaL sector; 
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prices; (3) encourage the GCO to reform pricing controls on a highly visible 
consumer item, and (4) shift foreign exchange away fromscarce high-cost
finished products toward lower-cost raw materials. 

Illustrative Pharmaceutical Chemicals
 

Reqired in 1983-84 

Chemicals Quantity (kg) 

Acetyl Salicylic Acid 185,000 
CitratesL/ 146,000 
Dextrose2/ 161,875
 
Chloroquine Phosphate 192,100 
Paraceta l 56,400
 
Tetracycline Hydrochloride 7,400
Gelatin Capsules 50 units 
Laminate (packaging) 86,000 

Note: Excludes Nicholas Laboratories 

l/ Includes Citric Acid Anhydrous, Sodium Citrate and Potassium 
Citrate. 

2/ Includes Dextrose Monchydrate and Dextrose Anhydrous 

3. Dry Cell Batteries. Union Carbide Ltd., has requested t2 million for 
raw materials to produce dry cell batteries. A project to establish a plant
in the Sudan to produce D-size, dry cell batteries was approved in June 1973. 
The plant ccmmenced operating in January 1976 with a fixed investment of t2.3
million. Equity in the company is divided between Union Carbide Corporation
(84%) and Sudanese shareholders (16%). In 1981, the management commi ttee
approved the addition of a second D-size cooker at an investment of $3.7 
million. This expansion is scheduled to conmence commercial production soon.
The company was granted an initial five-year tax holiday ending December 
1980. For the expansion, the tax holiday was extended to December 1984. 

f 

Dry cell batteries are an important consumer good in Sodan, since 75%
of the population is rural and depends mainly on battery powered lights and 
transistor radios for information about events in the country and the rest of
the world. Import of raw materials saves foreign exchange, adds value to
domestic production, increases employment and income, and provides tax 
revenues to government. 

Union Carbide has 604 employees and is the largest U.S. manufacturing 
company in the Sudan. The company produces about 60 million batteries a year
and sells the entire output in the domestic market. A black market exists for 
dry cell batteries which is why the company plans to install a new production
line for another 60 million batteries. Prices are controlled by the Ministry
of Industry which allows a 15% profit. Production would supply 98% of 
domestic demand for dry cell batteries. 
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The company imports t24 million of industrial inputs. Total 
the are million CIP, Union Carbiderequirements from U.S. 7 annually. Under 

proposes to import: (1) tinplate botton and top covers; (2)manganese ore; (3) 

cytalene black; (4)amonium chloride; and (5) zinc chloride. 

Sales Volume (million) Sales
 
Year D C AA (boQo)
 

- - 4.9
1976 22.0 

- 7.4
1977 33.6 

1978 45.1 
 - - 9.9
 
- 10.2
1979 45.5 
- - 9.4
1980 47.4 

0.2 12.4
1981 51.9 1.3 


1982 64.2 0.9 2.3 13.7
 
1.5 17.4
1983 72.0 3.5 


Source: Union Carbide Ltd. 

Procurement will take place over a l0-month period. As in the past, 
Union Carbide will purchase materials either frm its head office in the U.S. 
(sole source) or from Code 941 countries such as Taiwan under AID negotiated 
procurement procedures. Disbursement will be by Bank Letter of Commitment, 
and ought to be completed within one year. 

4. Tinplate. Tinplate is used by the Rainbow Paint Ccopany, Nile Paint 
Ccnpany, the Saeed Food Company, and the Bitar Oil Mill. In 1983, 775,000 of 
CIP commodities were allocated to the Nile Paint Company. Production is 80% 
emulsion, decorative paints, and 20% industrial paints. Production growth is 
10% anually and plant capacity is fully utilized. All raw materials are 
importe1. Total foreign exchange needed by the Rainbow Company is between t3 
to 4 million annually. Most of the. factories production, 3,400 tons a year by 
the Rainbow plant and 3,600 tons a year by the Nile plant, is sold in the 
,(yo'stic market with no output available for export. - The Nile plant also 
produces glue. Prices are controlled by the Ministry of Industry which 
calculates the cost of production plus a 15% profit margin.
 

Each of the paint factories needs about tl million worth of tinplate. 
Rainbow Paint is submitting a request of $400,000 for tinplate and t602,000 
for paint chemicals, mainly titanum dioxide. The imports which are not 
provided under CIP would be imported using free market foreign exchange. The 
main problems of the factories is shortage of working capital and foreign 
exchange. Bitar Oil Mills produces cans for their own and other edible oil 
mills. Saeed Fcod also uses tinplate for canned food. Annual production 
capacity is 2,000 tons of tomato paste, 4,500 tons of juices, 2,000 tons of 
jams, and 1,500 tons of vegetables. Importing tinplate rather than finished 

saves foreign exchange, adds value to domestic production, sustainscans 
employment and income, and provides tax revenues to government. 
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F. Jute/Sacks/Baling Hoops 

The Sudan Gezira Board (SGB), the Aqricultural Bank of Sudan (ABS) and 
other public agricultural corporations!l/ have requested CIP funds for jute 
products and baling hoops, for which an allocation of k14 million is being 
considered. Without bags for the picked cotton and dura, hussian cloth to 
protect cotton bales and baling hoops to bind the huge circular cotton bales, 
export of cotton and dura would not be possible. Although a small fraction of 
the total value of these exports, jute products and hoops are stmategic inputs 
for the marketing process. 

The SGB would import on behalf of public corporations other than ABS 
because of its experience in tendering, clearance, forwarding, transportation 
and storage of agricultural inputs such as fertilizers, insecticiies and 
pesticides, jute products and baling hoops. The total annual requiremknt for 
jute products and baling hoops is $19 million, $16 million for cotton 3nd t3 
million for sorghum. 

Jute materials required include: (1) sacks for export of cotton; (2)bags 
for cotton during picking which then are weighed in the fields and transported 
to ginning factories; (3) hessa in cloth used to cover the bales after ginning 
for protection; (4) twill sacks for wheat; and (5) large grain sacks used for 
improved cotton seeds to be transported from the ginning factors after 
treatment to the blocks and the tenants. Small grain sacks are used for 
ccmmercial cotton seeds for local oil mills or export. 

The SGB is located between the 5ue Nile and the White Nile south of 
Khartoum. The idea started as an expe':imental cottcn plantation in Tayiba in 
1910, irrigated by pumps. In 1925, Sennar dam was ccepleted which is 
considered the actual beginning of the Gezira Scheme and irrigation by 
gravity. The year 1950 was a milestone when the scheme was nationalized and 
the Sudan Gezira Board set up to run the scheme. The scheme occupies 2.2 
million feddans. The principal crop is cotton however groundnuts, sorghum, 
wheat and vegetables are also produced on the. scheme. Because of 
deterioration in physical facilities of the scheme, a comprehensive
 
rehabilitation program financed by IBRD is underway to modernize production. 
SGB represents the 103,000 tenants of the SGB, who cultivate 15-40 acres 
each. Policy reforms are underway aimed at increasing financial incentives to 
farmers in conjunction with a proposed 300 million Gezira rehabilitation 
program.
 

Jute products also are required by the Agricultural Bank of Sudan (ABS) 
for private producers in the rainfed sector. The ABS is wholly owned by the 
GOS. It was established in 1957 as the sole, specialized agricultural 

1/ 	 Including: (1) Rahad Agricultural Crop; (2) Blue Nile Agricultural 
Corp; (3) While Nile Agricultural Corp; (4) New Halfa Agricultural 
Corp. (5) Suki Agricultural Corp; (6) Zidab Agricultural Corp. 
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development credit institution in the country. ABS provides facilities for 
the promotion and development of agriculture and other related activities, 
providing such services in cash, goods, or services to persons who are 
primarily engaged in agriculture or allied and ,Aubsidiary industries. 

Since 1969, the bulk of ABS financing has been for semi mechanized 
rainfd agriculture. ABS has been a major source of credit to the farmers who 
are active in sorghun or. sesame production in the rainfed sector. The farmers 
receive credit both in cash and kind as short and medium-term loans. A major 
component of short term credits are jute bags and tractors and wide level 
discs for mediLmt-term _redit. As security for loans the farmers pledge their 
produce. 

In the 1983/84 season, the area under mechanized crop production in 
rainfed areas is 4,272,969 feddans, out of which the ABS expects to provide
short term finance for 1,018,614 feddans in the demarcated rainfed schemes. 
The ABS supplies about 80% of medium-term credit requirements. The annual 
requirement of jute bags for rainfed agriculture and private irrigated 
agriculture is estimated to be around 18,000 bales (t3,240,000), 85 to 90% for 
the rainfed sector, the remaining 10% for the private irrigated agriculture,
mainly in the northern region. 

The two main crops under rainfed areas are sorghum and sesame. Both 
crops provide economic benefits in the form of food security and foreign
exchange. Both crops are produced using mechanized and traditional production 
methods. Financing of jute products required by ABS will meet CESS objectives 
of encouraging private production. Baling hoops are used for securing cotton 
bales, mainly for the Gezira Marketing Board. The annual requirement for 
baling hoops is t4 million. 

The procurement of jute products is expected to get underway in 
July/August 1984 through the issuance of a formal tender. Bids will be opened
ii Khartoum, and a Direct Letter of Commitment will be issued to the lowest 
responsive bider.
 

Baling hoops for the 84/85 cotton harvest are needed in-country in the 
last quarter of 1984. Because testing of more than otie 'supplier's product has 
not taken place during the 83/84 ginning season, procurement will be sole 
source from the U.S. manufacturer who has supplied baling hoops to the Sudan 
Gezira Board for the past 4 years. Disbursement wi1l be thrcugh a Direct 
Letter of Commitment. 
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G. Sudan Airways/Boeing Spare Parts
 

Sudan Airways provides Sudan' s only integrated transport system linking
all parts of the country with Khartoum. Many regional towrns in the west,
south and north depend on air transport for passenger service, cargo and 
mail. External flights serve Europe, neighboring African coumtries and the 
Arabian peninsula. CIP funds will be used to satisfy the airline's 
requirements for Boeing spare parts.
 

Recent "privatization" efforts by the G0S have left the ownership of Sudan 
Airways to a new company, called Sudanese Air Transport Conpany. As in the 
past, procurement of spare parts will probably be xvidertaken through a Direct 
Letter of Commitment to Boeing in order to permit immediate delivery of 
urgently needed aircraft parts.
 

The Sudan Airways fleet consists of two Boeing 737s, which are used on 
both internal and international flights, three Boeing 707s, which fly mainly
to the Gulf and Europe, and three Fokker F-27s, which service the smaller 
regional towns in Sudu.. All of the planes are aging; the 737s, for example, 
are both seven years old, and the 707s are four to six years old.
 

The 737s and the Fokkers are the core of Sudan's internal air transport
network. The 737s link Khartoum to Port Sudan, Kassala, Donola, El 0beid,
Juba and other regional towns, and also fly Juba-Nairobi, gola-Cairo, and 
Khartoum-Jeddah routes. The Fokkers, primarily passenger planes, fly to 
smaller landing strips in Meroe, El Fasher, Malakal, Nyala and other remote 
towns. The demand for passenger services has far outstripped supply in Sudan 
as air in the only year-round, safe, and fast method of transport available. 
The seat factor ratio (a ratio of passenger miles to seat miles) is 70% for 
internal flights, a very high percentage by international standards. Sudan 
Airways calculates that it fills only 20% of the demand for passenger
transport, and is currently attempting to increase the nunber of flights to
Juba. In addition, the airport in Juba is being enlarged to receive the 707s 
on a new Khartoum/Juba/Nairobi flight. 

With a cargo capacity of six tons, the 737s also carry virtually all of 
Sudan's internal air cargo, keeping the regiens supplied with pharmaceuticals,
foodstuffs, fresh fruits and vegetables, spare parts, and other essential and 
consumer commodities. The 737 Nairobi/Juba flight is the South's main source 
of supplies from Kenya.
 

Sudan Air also serves several international routes, in competition with 
many other airlines, and is considering purchasing rather than leasing its 
third 707. Despite the foreign exchange earned on international flights,
however, Sudan Airways cannot claim to be a net foreign exchange Itsearner. 
total revenues in 1983 were LS 86 million (calculated at $l - LS 1.3), only
35% of which was received in foreign currency. In contrast, 65% of the 
airline's expenses were in foreign currency. The vital nature of the 
airline's services, however, justify the foreign exchange drain it imposes on 
the national economy. 
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22. Sudan Airways Traftic Capacity and Performance 
Furing 1978/79 and 1982/83 

Period 

Flight 
Capacity 
ton/km 

Cargo 
Quantity 
transported 
ton/km 

% of Total 
Capacity 

Passenger 
Capacity 

(km) 

Passenger 
Passengers 
Carried 

(kin) 

Used Capacity 
as of % 

Total Capacity 

78/79 204,332 75.602 37.0 1,199 , 704 59 

79/80 172,837 80,743 47.0 1,398,837 744,251 53 

80/01 135,079 67,407 50.0 1,039,705 617,951 59 

81/82 192,200 187,600 98.0 1,385,400 756,900 55 

82/83 211,420 206,360 97.6 1,523,940 832,590 54 

Source: Sudan Airways 
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23. Sudan Airways Exprt and Import Cargo, 

Year 

1976/77 

1977/78 

1978/79 


1979/80 

1980,'81 

1981/82 


1982/83 

Source: 

1976/77-1982/83
 

Exports 

780,660 

1,146,767 

1,039,824 


1,154,581 

794,748 

446,196 


490,816. 

Sudan Airways 

(Kg) 
IapEts 

2,277,196 

1,715,684% 

1,547,689
 

1,800,875 

1,364,565 

1,332,123
 

1,509,335 
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CIP funds for essential spare parts will enable Sudan Air to maintain 
important routes linking remote areas of the Sudan, and to increase services 
in response to heavy demand. They will also keep open cargo routes which are 
necessary for internal trade. 

H. Poad Surfacing Equipment 

The GOS is constructing a 100-kilometer gravel road between El beid and 
Dubeibat in Kordofan Pegion since early 1981 which is being financed by the 
Dutch Government. Construction, to gravel standards, is expected to be 
copleted by th:s summer of 1984. The road consists of an embankment with 
subbase material *,milable in the area, and is being constructed to improved 
standards by ADJC) Intarnational BV, a Dutch construction firm. It connects 
with a paved road from Dubeibat to Kadugli, and when completed will provide an 
all-weather link between major markets and political centers in Kordofan. 

Traffic volume has increased considerably during the construction sta,,e 
beyond that originally projected during the design phase. For example, recent 

° traffic counts s1' that an average of 250 trucks per day utilize this road, 
while the assumpticn during project design was that only 100 trucks would use 
this road daily. Consequently, a much higher road maintenance cost will be 
associated with this gravel road than was originally anticipated, even though 
the high traffic countsi boost the econanic rate of return. 

Because of these increases in traffic, a study has been prepared which 
estimated revised annual maintenance costs of this road, given the increased 
traffic counts, and ccmpares it with the construction and maintenance costs 
associated with construction of a base course and application of double 
surface treatment, i.e. asphalting. The analysis shows that the initial costs 
of surfacing are higher but that the annual maintenance costs are much less. 
Benefits are also obtained by savings on vehicle operation costs. The cost 
comparison shows that net benefits are highest if the road is constructed to a 
full asphalt standard. The internal rate of return (IRR) is 30% over a period 
of only 10 years. The net present value arcunts to..S 6,145,000 at a 10% 
discount rate over a ten year period. 

The GOS has requested that the USAID Commodity Import Program finance this 
road surfacing/maintenance effort by supplying a portion of the 
equipment/spare parts, estimated at t2.0 million. The equipment list includes: 

28 trucks (10m3 capacity) 2 bitumen tanks
 
3 loaders 1 bitumen distributor
 
1 bulldozer 5 chipping distributors
 
3 graders 1 mechanical broom
 
3 rollers 6 4-wheel drive vehicles
 
5 water trucks 1 rock drill set, 

including compressor 
1 crusher complete 1 service truck 
1 fuel tank 10,000/t 1 deep loader 
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The Dutch Government will support this effort with technical assistance.
The GOS will cover local expenditures possibly with CIP local currency
generations. When surfacing is ccupleted, the equipment will be utilized formaintenance and other general surfacing requirements in the Kordofan Region,
possibly on the Western Agriculture Marketing Road. Maintenance operations
will be the responsibility of the regional branch office of the Roads andBridges Public Corporation, which will be upgraded through the Western 
Agriculture Marketing Road Project. 

This allocation is particularly attractive from a developmental
perspective. The Kordofan Region produces ccmmercial crops, including
livestock, sorgh~u, groundnuts, sesame and gum, that are among Sudan'sprincipal net foreign exchange earners. This particular road link connects
southern Kordofan, an area of considerable agricultural productivity and even 
greater potential, with the Region's marketing center of El beid, given theexistence of the paved, all-weather road between Kadugli and Dubeibat.
Additional reducticrs in transport costs by asphalting consequently will have a direct impact on agriculture production and export earning capacity. Supply
of road surfacing commodities is consistent with USAID's country development
assistance strategy which emphas izes rainfed agriculture production,
particularly in the the Kordofan Region. The El Obeid-Dubeibat Road also
would link with the Kosti-Umn Ruwaba-El Obeid (Western Agriculture Marketing)
Road which USAID proposes to cofinance with the African Develoment Bank. 

Implementation of this activity will begin with a finalization of plans
for relative contributions and responsibilities between the Government ofSudan and the referenced donors. We expect this to be completed in April/May
1984. Once the final list of road surfacing equipment is developed by theRoads and Bridges Public Corporation, which is the implementing agency of thegovernment, formal tenders will be issued and evaluated. When t. e equipment
arrives in country, it will be turned over by the Roads and Bridges Public
Corporation for use bry the Dutch contractor, AIXXC, to utilize in the
surfacing operations. Upon completion, the equipment will be retur-,' : to RPBCfor other road surfacing and maintenance operations in V.' iotr, Region.

Disbursement of the t2 million earmarked 
 for this procurement ,. .i be effected 
through Direct Letters of Ccumitment. 

I. Conposite Flour Equipment 

million the sorghumThe t3 in 1984 CIP for mills and composite flour
blending equipment is part of a long-term, USAID-GOS effort to reduce SLuan's
dependency on imported wheat, provide cereal calories lowerat cost, and
rationalize GOS flour and bread pricing policius. The effort has been
furthered by several vehicles including ccmposite flour and sorghum research
by the Food Research Center at the University of Khartoum, an economic
feasibility study composite undertaken theon flour by Agricultural Planning
and Statistics Project, policy dialogue and reform in connection with PL 480agreements and specifically the FY 84 Title I Agreement which contained, among
others, a self-help measure for a commercial trial of sorghum-wheat flour tobe conducted during 1984. Under this Agreement, USAID offered CIP support for
the importation of sorghum mills and composite flour blending equipment. The 
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mills and blending equipment, which fulfill USAID's commitment, have strong 
implications for food security and foreign exchange savings.
 

USAID's objective is to reverse the trend toward substituting wheat for 
sorghum in ccns=qmtion and to amend the structural distortions arising from 
failure to utilize a comparative advantage in sorghum production. Sudan is 
traditionally a sorghum producer and exporter. Sorghum exports have increased 
16.4% annually since the early 1970s, in large part because of high prices in 
the Saudi Arabian market. In 1982/83, 23% of foreign exchange earnings were 
from sorghum exports. At the same time, sorghum production increased only 6% 
annually, indicating a decrease in supplies available to Sudanese consumers. 
This decrease was made possible by the. large 12.4% annual increase in wheat 
imports, which reached 465,000 tons in 1982/83. At t218/ton, CIF Port Sudan, 
this level of imports has an annual value of MI00 million. However, since 
most imported wheat is supplied under PL 480 or other donor aid programs, 
Sudan has not had to allocate this level of foreign exchange allocations for 
its importation to date.
 

The rapid increase in wheat consumption, despite its high cost is due to 
an important consumer convenience factor, subsidized wheat pricing policies, 
technological limitations and recently relative shortages of sorghum in the 
domestic market due to drought over the past two years d the pressure to 
export sorghum for foreign exchange earnings. Wheat bread has increasingly 
substituted for the traditional 'bread", kisera, in part because bread is more 
convenient to consume particularly for meals ccnsumed away from the 
household. This trend has also been enhanced by wheat subsidies which have 
kept bread prices artificially low. The recent shortages of sorghum for the 
domestic market have also driven-up the price of sorghum flour, the basic 
ingredient used in kisera production, thus encouraging substitution toward 
wheat bread.
 

Since sorghum cannot be used to make white bread, it has traditionally 
been eaten as kisra, a flat pancake-like staple food. Because the bran is 
difficult to remove, the sorghum flour is off color.. These characteristics 
have made sorghum flour an inferior bread flour. In the Sudan, where wheat 
has been available from donors on concessional terms, coupled with the above 
factors, consumers have been encouraged to increasingly switch away fram the 
traditional kisra to French-style wheat bread.
 

The normal consumer preference for wheat has been exacerbated by GOS 
subsidies of wheat, wheat flour and wheat bread. Wheat has been imported at 
subsidized ,'change rates, and bread price increases have nct kept pace with 
domestic ini-ation or devaluations. As a consequence, grain prices in the 
Sudan have been the reverse of international relative grain prices, with 
domestic sorghum more expensive than imported wheat. The inversion of prices 
has discouraged domestic production of wheat, resulted in a high rate of 
growth in wheat consumption per capita, and caused an expansion in the number 
of wheat flour bakeries by 150 in the last three years. Up to 40 more 
bakeries are expected to open in Khartoum in 1984. 
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With USAID encouragement, the GOS has recently raised the domestic priceof wheat and flour to imort parity. The nominal price of bread has risen 90%since 1981 and explicit wheat and flour subsidies were eliminated in July1983. The 1984 Title I Agreement calls for the elimination of implicitforeign exchange rate subsidies on bread by July 1984. 

Ai important constraint to increased sorghum consumption istechnological. Until recently, the hardness of the grain, and the fact thatthe bran coating cannot be removed as in wheat milling, has resulted in flourwhich is dark and has poor storage qualities. New milling techniques,however, can decorticate sorghum and produce a white flour which isindistinguishable from wheat flour and can be stored much longer. 

Now that domestic wheat prices reflect the international prices, our nextstep is to reintroduce sorghum into the Sudanese cereal diet by using the newmilling techniques to encourage partial substitution cf sorghum for wheat in 
bread production.
 

A pilot milling plant and bakery operated by the Food Research Centre atthe University of Khartoum, funded by the United Nations IndustrialDevelopment Organization (TlD), began baking trials in 1978, and hasdemonstrated that bread made with wheat-sorghum flour, with up to 30% sorghum,is feasible and acceptable to Sudanese consrumers. Studies have that $10shownin foreign exchange can be saved for each ton of composite flour produced,depending on blending and wheat flour extraction rates, and relative
international prices of sorghum and wheat. 

USAID has urged the GOS to begin large-scale commercial trials of thisprocess with decorticating sorghum mills and blending facilities importedunder CIP. Although price reform has made blending financially appealing, theavailability of CIP foreign exchange and local currency can help overcome thereluctance of ccmmercial millers and bakers to invest in unfamiliar equipmentwhich will be profitable only if pricing reforms are continued. Existingprivate millers will initiate this new process, because the simplest and
cheapest way to produce sorghum flour 
 is to add sorghum milling lines toexisting wheat flour mills. Since much of wheat milling and consumptionlargely centered in Khartoum, the allocation ($3 million) will be largely for
is 

Khartoum, however an additional t2 million will be for the procurement of
sorghum for major regional centers, which is consistent with USAID' s
commitment to regicial economic development. This allocation is explained
the section on "Regional Agricultural Inputs." 
in
 

A report prepared by Gotsch Associates, financed under the AgriculturalPlanning and Statistics Project, in November 1983 indicates that there aresignificant economic returns to investments in composite flour tecluyology. A60-ton per day mill, for example, costs about LS 1.7 million ($1 million) ofwhich about $400,000 is foreign currency. If the mill produces 40 tons perday for 300 days annually with wheat and sorghum prices at current levels, atan extraction rate of 80%, and a 4:1 blending ratio, the mill will produce12,000 tons of sorghum flour and 60,000 tons of composite flour, at an annualforeign exchange savings of $550,000. Similar calculations show that larger 
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mills have even better returns. Mills are expected to recover costs in less 

than three years. 

is a first step to helping SudanCommercialization of composite, breads 
reliant on wheat imports, and is only one component of efforts tobecome less 

Since the costutilize Sudan's ccmparative advantage in sorghum production. 
savings from =cqposite flour are too small to be reflected in the price of 

is urging use of a policy of multiple bread pricing, related tabread, USAID 
loaf size and wheat flour extraction rates. Such a pricing system should 

encourage the increased consumption of sorahum. The relatively small savings 

from composite flour cited above cannot significantly reduce wheat imports, 
of high quality sorghum flour are made available atunless large qantities 

and thuscompetitive prices. This in turn should reduce the price of kisra, 
This could measurably reduceencourage a substitution away from wheat bread. 

moreSudan's dependence on imported wheat. Larger savings can occur only fram 
sorghum flour. USAIDwidespread acceptance of products made wholly of 

a broad range of cereal products, using the newsupports research into 
appeal, suchtechnology, and has identified products which may have consumer 

as flat, pita-style bread and the ccmmercial production of kisra with longer 

shelf-life.
 

At this stage, the procurement of sorghum milling and composite flour 

the area on results of compositeblending equipment for Khartoum hinges the 
flour tests presently being ccnducted. If the decision is made to go ahead, a 

study will be ccnucted since this procurement will involvemini-feasibility 
Procurement will be bythe construction or expansion of physical facilities. 


formal tender, and disbursement through a Direct Letter of Comitment.
 

J. Regional Agricultural Inputs 

Below are examples of the types of comaodities we anticipate will be 

requested by private sector farmers/entrepreneurs in the rainfed ag iculture 

However, one of the major objectives of the allocation of $7 millionsector. 
outfor regional agricultural inputs is to find more precisely the imported 

input requirements needed to expand production and marketing in this sector. 

are used in Sudan mainly for land1. Agricultural Tractors. Tractors 
for sorghum, sesame, wheat, groundnuts, vegetables, broad-beans,preparation 

and spices. Agriculturalists assert that no realistic alternative tehnolcgy 

is available for large scale land preparation. Land preparation is a critical 
areas requi.red foroperation which =ust be done within one month. Large land 

be prepared manually within the timesorghum, wheat, and other crops cannot 

required.
 

The soils of the mechanized rainfed areas are heavy, clay soils which 

crack and become hard when dry, and can be prepared for planting only through 

t!he use of 70-80 hp tractors and wide-level discs. Under such conditions, 

mechanized farming is the only feasible method because large areas must be 

L-ultivated in a short period after the first rains. 
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Dryland farming is practiced on over 11 million feddans situated mainly inthe central rain belt. Mechanized rainfed farming is practiced on over 5.75million feddans of orlicensed demarcated and unlicensed or undemarcatedfarming units. Area under licensed farming is about 4.3 million feddansduring the 1983/84 season. These farming units are mainly private farmers who own and manage the farm chemselves. 

Sudan has a fleet of apprcximately 10,000 tractors, at least 700 of whichshould be retired and replaced annually. From 1969 to 1981, 14,000 tractorswere imported, 6,200 by the Agriculture Bank of Sudan (ABS), an average ofover 1,000 tractors annually. The tractors imported by ABS are usednon-cotton producers byin the rainfed sector. The GOS normally imports tractorsused by public cotton schemes. Until recently, wasthe ABS the main source ofimported tractors in rainfed regions, non-cotton irrigated projects, and forprivate cotton farmers. Since no tractors from donors or official channelswere available in 1983, a few tractors were imported through private dealersat the free market exchange rate. Import requirements for 1985 and 1986 areestimated in followingthe table. 

Subsector 
 1985 1986
 

Meclianized rainfed 
 438 
 470

Irrigated public 
 145 175
 
Irrigated private 
 90 60
 

Subtotal 
 673 
 705

New Farmers 
 135 141
 

Total 
 808 
 846
 

Source: Agricultural Bank of Sudan 

The ABS estimates that of 808 tractors required during 1985 in the rainfedsector, approximately 75% wculd be for sorghum growers and 25% for sesame
production. 

In 1979, 3.3 million feddans were devoted to raising sorghum. Since thenacreage devoted to sorghum has increased approximately one-third.
 

Million

Year Feddans 

1979/80 3 3
1980/81 
 3.6
 
1981/82 
 4.7

1982/83 
 4.7

1983/84 4.3 
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however, a largeApproximately 85% of sorghum output is consumed within Sudan, 
the mechanized rainfed sector isproportion of the sorghum produced in 

aare only 11% of total production costs, assumingexported. Tractor costs 
economic life, because weeding and harvesting are done manually.


7-year 

exports were nearly one-third of allNevertheless, in 1982, dura and sesame 

Rainfed crops, including groundnuts, using tractors for
Sudanese exports. 


of foreign exchangeland preparation and related uses, provide a major part 

earnings.
 

of Sudan and nearbyTractors are essential for the food grain security 
countries since most of sorghum production is consumed either domestically 

or
 

by neighbourirng countries. A substantial frontier trade in grains occurs with
 

Ethiopia, Chad, Central African Republic, Uganda, and Zaire.
 

Use of tractors for sorghum production raises the issue of economic 
based upon a land extensive,feasibility. Mechanized sorghum in the Sudan is 

low yield production strategy. Land preparation is mechanized 	 in order to 

cultivate large tracts of land. Subsequent field operations are usually done 

manually. Mechanized sorghum production "took-off" on large tracks of 
land around 1980. The reasons for large increases inpreviously unutilized 

financial incentives created by an
production can be traced to strcng 

overvalued exchange rate which resulted in artifically low priced 	 tractors and 

large Saudifuel and an artifically high ccmodity price resulting from 
However, over thegovernment subsidies on sorghum imported from the Sudan. 

past three years the Saudi import price has steadily declined from t340/mt to 

the current price of l80/MT. In addition, Sudan has devalued its currency 

and the cost of dollars on the free foreign exchange market has more than 
years, thereby making tractors, spare parts and fueldoubled over the past two 

Thus, over the past two years pricing policies have put a more expensive. 
as has two years ofcost-price squeeze on mechanized sorghum producers, 

drought.
 

In order to maintain financial profitability within the mechanized sorghum 

industry and produce for a declining export price, normal rainfall patterns 

and increasing yields per unit of output will be required. Until sorghum 

yield increasing technology is readily available a portion of the sorghum
 

producers are likely, in the shcrt-run, to shift from sorghum to sesame which
 

faces a strong export price. However, in the short-run we anticipate that 
to intensify their production approach andsorghum producers will also attempt 

and fuel costs by timely land preparation, increasingsave on mechanization 
seed rates and more intensive weeding practices. Producers who have access to 

asthe presently limited quantity of improved sorghum seed will adopt them 

they become available thereby increasing their crop yield and incomes.
 

25% of the seasonal credit requirements ofABS finances approximately 
from personal
farmers. The remaining 75% must be financed by farmers 


finances 70% of the purchaseresources or other private sources. ABS normally 
price of tractors for 4 years at 12%.
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The rainfed sector does not need additicnal wide-level discs this year.France, Canada, and Netherlands are providing 1,084 wide-level discs, and ABS
has approximately 800 in storage or on order will bewhich available,Howeve-, the demand for tractors for land preparation and planting, exceeds 
presen supply.
 

Gi en the apparent shortage of tractors in the country, the importance of
the mechanized rainfed sector for supplying large quantities of Sudan's staplefood grain for both domestic consumption and export and the need to sustain
and possibly increase sorghum production, USAID anticipates requests for a CIP 
allocation for tractors.
 

Since the previously de!ocribed price distortions on both the input and
cammodity sides have been greatly reduced over the past two years, USAID is ofthe view that more realistic macro prices will force and/or encourage the necessary changes at the farm level to increase production efficiency in themechanized sorghum industry in the short and medium term. Such resource
adjustments will reduce the land extensive producticn strategy, induce yield
increasing production methods, increase the efficiency in capital use, reduceimport dependence and lower the costs of production per unit of output. Given
these anticipated micro adjustments and the need to enhance food security infood grain in the Sudan, USAID is of the view that economic assistance for the
mechanized rainfed sorghum sector is justified. 

However, USAID believes that an cn-depth study of mechanized sorghum
producticn in the rainfed sector is a priority. Consequently our Agricultural
Planning and Statistic Project will be conducting an in-depth study ofmechanized sorghum production and marketing during the 1984/85 in orderseason 
to identify production constraints, means to increase efficiency of production
and policy reforms necessary to induce technological innovation and improveincentives in this important food grain sector. The results of this studywill be used to judge the appropriateness of future CIP allocations to this 
important production sector. 

2. Edible Oil Refineries. Edible oil refineries save foreign exchangewhich otherwise would be used to import vegetable oil, and by processing lowvalue nuts and seeds into a higher value exportable in the form of vegetable
oil. Additional refining capacity for both groundnuts and cotton seeds will
help to supply domestic demand for refined cooking oils, substitute for
imports of refined edible oils, and permit Sudan to export higher value peanut
oil. 

Some 32 cottonseed oil mills and 97 groundnut pressing mills operate in
the Sudan, producing a low quality, crude oil with a dark color, disagreeable
odor and particle contamination. Lnrefined groundnut oil is the most commonly
used cooking oil. The combined pressing capacity of the mills is 654,000 MT
of cottonseeds and 2.7 million MT of groundnuts and sesame, a capacity in excess of current production of oil crops because of recent declines in
production. Still, the presses extract oil in excess of refinery capacity. 
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Only 16 mills have modern refinery equipment for cottonseed and groundnut 
oils, with a combined capacity of only 100,000 tons annually if operated at 

maximum capacity for 300 days. Modern refinery is a purifying process, 

deodorizing, bleaching, and centrifuging the oil to remove particles which is 

essential if the oil is to be marketed overseas. In 1962/83, 450,341 MT of 

groundnuts were pressed domestically to produce 200,000 tons of oil. 

Estimated annual shortfall in oil refinery capacity is 90,000 to 100,000 MT. 

IBS indicates that four refinery units with daily capacities of 20The 
tons each (6,000 tons annually) are needed, two in the Central Region, one in 
the West and one in the East, for a total additional annual output of 24,000 
tons of refined oil. Each mill costs approximately LS 1.2 million, of which 

$326,000 is in foreign exchange. Vertical integration with existing crushing 

mills will reduce production losses from 8% to 5%. Location in the regions 

puts the refineries close to production centers and pressing capacity for 

maximum efficiency and will dennz-1trate USAID's commitment to regional 
development. 

Since procurement will involve the construction or expansion of physical
 

facilities, a mini-feasibility study will be conducted and prior approval of 

the USAID Director obtained. Procurement will be ly formal tender, and 

disbursement through a Direct Letter of Commitment. 

3. Cold Storage Equipment. Cold storage equipment, which extends the 

economic life of perishable products is an important part of the fccd chain in 
are limited and erratic and temperaturesSudan where transportation services 

are extremely high. A transport and distribution system, which provides cold 
storage and cold transport options at critical links, not only enhances the 
growing export trade in fruits, meat, and vegetables, but also helps to 

regularize flows of produce from the regios and reduce large losses from 

wastage which curtails producers' incomes.
 

The Industrial Bank of the Sudan (IBS) has requested CIP cmoities for 
cold stores, each with 2,500-3,000 tcns capacity in Wau, bMyala, Shendi, 
Khartoum, and Port Sudan. Private investors have applied for financing of 

these facilities. These sites are the core of an export-oriented, marketing 
network for high-value fresh fruits, vegetables, and !fish produced in the 
regions. The stores will have capacity for several types of products and will 
improve supply responsiveness to market demand. 

Sudan's international trade in fruits and vegetables transported by air is 

modest but has increased sharply in recent years because of high demand in the 
Gulf states. Mangoes have been the largest export earner, rising from 52 MT 
worth $5,500 in 1979/80 to almost 2,500 MT, worth $833,000 in 1982/83. Lemon 
and other citrus exports have also grcwn sharply, as have exports of onions, 
tomatoes, and other fresh vegetables. 

These products, however, are grcn in areas far from air distribution 
points at Khartoum and Port Sudan airports. Wau: for example, is a collecticn 
point for fruits grown in the area, but lack of storage and erratic transport 
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results in large quantities of waste produce, even though several weekly
flights connect Wau to Khartoum. Nyala, close to the Jebel Marra irrigation
scheme, could serve as a distribution center for the long-term storage crops,
such as garlic and potatoes, which are produced in sufficient quantities for
the region and export or consumpticn in other regions. Shendi, at the center
of a large fruit and vegetable area, could develop into the collection and
distribution center for the whole region. Produce from this area is
particularly well suited for air transport to Port Sudan and from there to the
Gulf. Cold stores in Khartoum and Poit Sulan would hold the fruits and
vegetables for international transport. 

Fish exports hold promise as an export product from Sudan, which has major
fish resources. More than 30 species of fish are available in the Nile, its
tributaries, and the Red Sea, and large fish markets operate in many of
Sudan's rural towns. Cold stores in Khartoum, Shendi, and Port Sudan could
stimulate the export of fish, as the 30,000 tons of fish netted annually could
easily be increased to meet the large Gulf demand if the fish could be stored
an-I transported. Refrigerated trucks would be important links in establishing 
an export market for fish. The primary beneficiaries of increased demand for
fish would be producers in the regions since the principal fishing areas are
Nuba Lake, Damazine on the Blue Nile, Kosti, Jebel Aulia, and the Red Sea 
Coast.
 

Beef and mutton which are in great demand in the Gulf area, are major
exports, earning in Most of this however,t44 million 1982/83. livestock, is
transported by air on the hoof and will continue to be transported in this 
manner, making cold storage for red meet export unnecessary. 

A second major economic benefit of cold storage facilities is the
regularization cf supply and demand for perishable agricultural goods. Cold 
storage can yield high returns on investment when there are seasonal price
differentials for storable crops; where produce has to be transported long
distances to the and there a forreach consumer; where is need short-term 
reserves, so that produce brought to market on a day of oversupply can be held 
in good condition until demand improves. 

All of these conditions exist in the Sudan. Fish, for example, is in
short supply in major urban consuming areas, such as Khartoum, where fish
sells for LS 6 per kilo while selling for less than LS 2 per kilo in Kosti or
Damazine. Surplus supplies could be transported from the production areas if
refrigerated transport were available. Production of fruits and vegetables is 
seasonal. Cold stores can help to provide supplies beyond seasons, stabilize 
price variation between seasons, and increase consumption over areas and time.
 

Cold stores and refrigerated trucks would: (1) stimulate exports of
perishable agricultural crops; (2) increase producer's incomes by cutting
losses and increasing markets; and (3) stabilize the supply of perishable
goods for the Sudanese consumer by holding supplies over longer periods.
Developnent of cold storage is an iurortant feature of regional and 
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when developed in conjunction with
agricultural development, especially 

transport services and utilities.
 

At this time, it is not known precisely how much is to be earmarked for 

cold storage plants, and how much for refrigerated trucks. For the former, a 
mini-feasibility study will be undertaken since procurement will involve the 
construction of physical facilities. All procurements under this heading will 
be by formal tender. Final disbursements are expected to take place by 
March/April 1986. 

4. Sorghum Mills. In addition to the urban-based sorghun milling and 

composite flour blending equipment described in an earlier section, USA.ID 

anticipates requests for the import of sorghum mills for e_-gional centers. 

Since sorghum is the basic food grain and kisera which is made from 
sorghum is the staple food of most of the population, "here is a n--ed for 

expanded sorghum milling equipment at the regional level. As part of our 

overall strategy to increase the Sudan's comparative advantage in the 

producticn and consumption of sorghum, sorghum milling is an important factor 

to enhance the consumption of sorghum. High quality sorghum flour is required
 

for kisera. The price and quality of sorghum flour clearly influences the 
price and demand for kisera. To the extent that shortages of sorghum flour 
can be overted and milling efficiencies improved, kisera prices can be 

To the extent that these objectives
maintained at realisti : consumer prices. 

are achieved, less consumer pressure is expressed in the market for bread made
 

from imported wheat. This will result in foreign exchange savings for the 

Sudan in both the immediate future and the years ahead. Also, given the 

decilining export price for sorghum, sorghum producers will need to depend 
increasingly upon an expanding dcmestic market for their sorghum, particularly 
as they increase their production efficiency and total output. 

By improving milling efficiency and expanding sorghum milling capacity in 
the regions these results can be expected to be achieved. Domestic production
 
and milling industries will be encouraged to e::pand thereby reducing Sudan's 

reduce the rate of increase in, wheat imports.dependence upon, or at least 
By providing part of our CIP allocation for sorghum mills to the regions, 
USAID is demonstrating its commitment to regional and private sector 
development. 

The sorghum mills will be financed by the Industrial Bank of Sudan which 

has already conducted feasibility studies and identified interested private 
s.ctor millers interested in importing sorghum mills under the CIP. The 

proposed locations for such mills are at Wau and Juba in the South and El 
Obeid in the Kordofan Region.
 

5. Other Agricultural Equimtent. The demand for essential agricultural 
implements is well above the capacity of CIP to supply. To fully supply 
annual tractor replacement and the requirements of new farmers, for example, 
would require approximately t12 million annually. Besides tractors, other 
needs exist such as for ridgers used for groundnuts and cotton, poultry sheds 



and incubators, dehydration equipment, foundry equipment and machine tools for 
fabricating spare parts for oil mills and other agrcprocessing facilities, and 
meat processing equipment. Outstanding applications to dealers and 
development banks are on hand from private farmers and businessmen in the 
regions, most of which probably cannot be supplied because of the shortages of 
foreign exchange. 

The tentative implementation procedure for import of agricultural
equipment is for the Agricultural Bank of Suda1 (ABS) to establish a priority
list of agricultural inputs for which endusers have approached ABS to obtain 
local credit. Such end users must be located outside of Khartoum Province,
the Central Region and Port Sudan. Concurrently, ABS applieus for and receives 
a local currency allocation from the Special Account for the purpose of making
loans to potential end users to CIP-financed commodities. The ABS then wotld 
communicate its priority list to MCCS with copy to USAID/SMO. Upon receipt of 
this list, MCCS and USAID would review the ABS's list and expand it as 
necessary to include other agricultural inputs for which a demand exists 
outside of Khartoum Province, the Central Region and Port Sudan. 

MCCS advertiseb through local news media the availability of 1984 CIP 
funds to finance the dollar cost of agricultural inputs required at the 
regional level. The announcement invites private importers (traders,
distributors, and end users) to submit written requests for CIP allocations by
a certain deadline date. Each request must indicate a specific dollar amount,
the precise description of the cmity for which a CIP allocaticn is sought,
and the locaticn of the point of sale and/or enduse. (Per Section XI, a 
proposed covenant will require a standardized application form to be designed 
for this purpose).
 

The requests are reviewed jointly by MCCS and USAID. ABS could be 
included in this review. Once agreement is reached, MCCS notifies individual 
importers of their CIP allocations. Private importers undertake procurement
according to GOS/USAID standard procedures for dollar disbursements and local 
curren-y payments. In those instances where the enduser is in need of local 
credit to purchase a commodity from the importer, and where the latter is 
unable or unwilling to extend credit, the farmer is directed to ABS to obtain 
a local currency loan. Disbursement of CIP dollars is effected through a Bank 
Letter of Commitment.
 

For edible oil refineries, sorghum mills and cold storage equipment which 
will be identified with the assistance of the Industrial Bank of Sudan,
insufficient data precludes establishing a detailed implementation procedure.
Tentatively, (1) a prior review of each proposed transaction will be 
undertaken by USAID; (2) actual procurement may be by formal tender; and (3)
disbursement is likely to be through Direct Letters of Commitment. 
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24. Exports of Fruits and Vegetables 

1978 1979 1980 1981 

Product Tons (000) LS Tom (000) LS Tons (000) iS Tons (000) S 

Lemon & 

Citrus 0.1 2,243 250.4 2,863 211.6 46,245 307.3 152,543 

Mangoes 2,072.2 180,967 1,234.4 128,042 595.3 121,445 2,465.7 761,517 

onion 77.5 22,244 189.6 25,171 85.7 5,596 73.9 20,124 

Tomatoes - - - - 2.7 1,031 - -

Other fresh 
Vegetables 44.9 5,893 9.1 1,539 11.6 6,850 5.7 3,140 

Source: IBS 
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25. Fish Production by Region, July 1981-June 1982 

Area 
Quantity 

(tons) 

Wadi Halfa 
Atbara 
Khartoum 
Deuim 
Kbsti 
Rabak 
Medani 
Souki 
Sinar 
Singa 
Damazine 
Gadarif 
Karsala 

577.1 
275.5 
701.1 
272.1 
649.9 
552.9 
362.3 
128.1 
260.8 
262.5 
132.4 
287.0 
375'.3 

Total 10,836.9 

Source: IBS 



-91-

VII. MARET ANALYSIS AND CIP AIT-0ATIC 

A. U.S. Share of Imports 

In 1981/82, Sudan's imports reached a peak of t1.9 billion. Historically 
the U.S. has supplied a small share of imports. In 1980/81, the share was 7%, 

rising to 12% in 1981/82 (t226 million). Western Europe and Arab countries 

have supplied over two thirds of merchandise imports. The main commodities 

supplied by the U.S. are: 

Agricultural ccmmodities: Wheat, wheat flour and tallow
 

Agricultural equipment and 
spare parts: Medium and large tractors, plows, 

herrows, cultivators, cotton and 
peanut planters and harvestors, 
pumps and water drilling equipment. 

Industrial raw materials, Tinplate, equipment for spinning 
machinery and and weaving, oil seed crushing and 
spare parts: processing, clay brick and cement 

block manufacturing 

Transportation equipment Primarily heavy trucks, aircraft 
and spare parts: parts, and material handling 

equipment. 

Significant market oportunities exist for telecrmmunicaticos eqipment, 
electric power generation and distribution equipment, and sugar-cane 
harvestors and refining equipment. The key to capitalizing on these 
opportunities is concessicnal financing. Commercial sales are limited by the 

orlack of foreign exchange and inability to obtain supplier credits loans 

from cmnercial sources. 

The import community consists of apprcximately 2,000 private importers who 

are registered with the GOS' Ministry of Ccoperation, Camnerce and Supply 

(MCCS). Public sector and parastatal enterprises are also major importears, 

primarily of commdities and equipment related to the construction and 

maintenance of infrastructural and public service facilities, and the 
operation of te Sudan's large-scale agricultural schemes. 

The official exchange rate is tl.00 = LS 1.2961. The unofficial free
 

market rate is approximately $1.00 - LS 2.22 as of March 20, 1984.
 

B. CIP Pipeline
 

The following table summarizes the status of the FY 1980, FY 1981, FY
 
1982, and FY 1983 CIP programs. Also shown are projected disbursements for
 
the proposed FY 1984 program.
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26. CIP Pipeline 

($ Million) 

BY Aimunt 
Through FY 82 

Oblig Exen 2lia 
BY 83 

M2 
Est FY 

Mig 
84 
Epn 

1980 
1981 
1982 
1983 

40.0 
50.0 

100.0 
60.2 

-
-

100.0 
-

39.7 
37.1 
34.3 
-

-
-

60.2 

-
8.0 

43.1 
37.2 

. 
-
-

-

4.0 
22.6 
23.0 

Proposed
1984 102.0 - - 102.0 35.0 

Source: USAID/Sudan. 

C. 	 Positive List and Tentative Allocation of Cmities to be Procured. 

Following preliminary discussions with representatives of theGovernment of Sudan (GOS), and based on past CIP's and GCS requests, USAID has
constructed a positive list of commodities with upper limits of value from

which $62 	million of CIP commodities will be drawn. 

Positive 	List 
 Upper Limit of

of Commodities Value(t Million) 

Fertilizer 20 
Jute/Baling Hoops 
 20

Petroleum 	Products 40 
Tallow 20 
Spare Patts 8 
Agricultural Machinery and 
Equipment 30 

Transportation Equipment and
 
Parts 
 10

Telecommunication Equipment 6 
Industrial Inputs and Equipment 21 
Power Generation Equipment 20 
Earth Moving Equipment 5 

Total 200 

Based on 	analysis of specific import commodities and criteria in
Section V1, USAID and GOS have drawn up a tentative allocation of the proposed
$62 million CIP which is provided below for illustrative purposes only. 



--

---

-- 
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27. ILfLUSTRATIVE CIP ALLOCATIONS FOR FY 1984 

Importer/
Coodity 

1. NEC/Pcwer
 

Distribution Equipment 


2. Lubricants/Base Oils 


Lubricants 

Base Oils 


3. Soap Inputs/Tallow 

4. Industrial Inputs 


Pharmaceutical Inputs 

Textile Chemicals/Parts 

Tinplate 

Union Carbide 


5. Jute Sacks/Baling Hoops 


Cotton SUB 

Dura, ABS 

Baling Hoops 


6. Sudan Airways/
 
Boeing Spare Parts 


7. Road Surfacing
 

Equipment 


8. Composite Flour Equipment 


9. Regional Agricultural
 
Inputs 


Agricultural Tractors 

Edible Oil Refineries 

Cold Storage 

Sorghum Milling 

Agricultural Implement 


Total 


Amountqric 

15.0 


6.0
 

1.0 

5.0 


5.0 

8.0
 

4.0 

1.0 

1.0 

2.0 


14.0
 

9.0 

3.0 

2.0 


2.0 


2.0 


3.0 


7.0
 

2.0 

1.0 

1.0 

2.0 

1.0 


62.0 


-

-

-

-

-

-

9.0 

3.0 

2.0 


-

3.0
 

2.0 

1.0 

1.0 

2.0 

1.0 


24.0 


(I Million) 

Sector
Ind Infrastructure 

- 15.0 

1.0 -

5.0
 

5.0 

4.0 
1.0
 
1.0 -

2.0
 

-

2.0
 

2.0
 

-


-


-


-


-

19.0 19.0
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1. Equipment for Electric Power Distribution, t15 Million 

As outlined in the analysis of Section VI, Sudan's agricultural and 
industrial sectors suffer from severe power cuts which curtail 
production. The GOS gives highest priority to upgrading of the
distribution system ac /rrent with rehabilitatin of the Blue Nile 
Grid to which AID is making a major contribution. 

2. Tallow, t5 Million 

Tallow is used primarily in soap-making, as a i'y. cost substitute 
for exportable cottonseed oil, and is a particularly vital consumer 
item in the Sudan. There are about 25 independent soap
manufacturers, all but ome privately owned. As in the CIPthe past,
financing of tallow will gustain labor-intensive local manufacturing 
industries. 

3. Base Oils and Lubricants, t6 Million 

Peak demand for lubricating oils and greases is in the first two 
quarters of the calendar year during harvest time for cotton and 
sugar cane. Demand is sustained by the requirements of processing
industries as well as other private manufacturing c-cpanies. Thus,
the availability of lubes and greases has a profound impact on

agricultural and industrial production. 
 It is anticipated that $3
million will finance base oils for blending by private cxmpanies and 
$2.million for finished products. CIP imports will be marketed by
the four private oil cciTanies which have adequate processing and 
distribution facilities.
 

4. Industrial Inputs, t8.0 Million 

Imports of industrial chemicals and other inputs are proposed for
the private pharmaceutical, textile, dry cell battery, and can
manufacturers. Importation of raw materials permits adding value to 
domestic production, saves foreign exchange, and increases 
employment, income and tax revenues. 

5. Jute Product and Baling Hoops, 14.0 Million
 

Jute bags are required for both irrigated -otton ($9.0 million) and
 
rainfed sorghum and sesame (t3.0 million) exports. In addition, t2
 
million is needed for baling hoops to secure cotton bales. The 
Sudan Gezira Board will handle imported cmmodities for cotton

producers and the Agricultural Bank of Sadan will handle jute
imports for sorghum and sesame producers. 

6. Sudan Airw~ay/Boeing Spare Parts, t2.0 Million 

Importation of t2.0 million of spare parts is proposed for Sudan
 
Airways. Sudan Airways uses mainly Boeing aircraft. A plan to
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introduce private ownership of the company is underway which may 
include a management contract with another international airline.
 

7. Road Surfacing Equipment, t2 Million 

GOS has undertaken construction of a 100-kilometer, gravel road 
between El Obeid and Dibeibat in Kordofan Region to be completed by 
the summer of 1984 which connects with a paved road from Dubeibat to 
Kadugli, and will provide an all-weather link between major markets 
and political centers in Kordofan. Traffic volume during the 
construction stage has been much higher than originally projected. 
Because of the larger volume of traffic, net benefits are highest if 
the road is paved. GOS has requested that CIP provide road 
surfacing and maintenance equipment and spare parts. Paving has a 
particularly favorable regional development impact because the 
Kordofan Region produces commercial crops, including livestock, 
sorghum, groundnuts, sesame, and gum that are principal net foreign 
exchange earners. 

8. Composite Flour Equipment, $3.0 Million 

Import of sorghum milling and composite flour blending equipment 
will save foreign exchange by substituting consumption of domestic 
sorghum flour for imported wheat flour in bread-making. Due to 
policy reforms encouraged under our PL 480 Programs, the pricing 
structure of wheat and sorghum is now appropriate for the 
commercialization of composite flour in bread making. As agreed to 
in the FY 1984 PL 480 Title I Agreement, CIP resources will be 
allocated for this commercializatin process, which will be 
concentrated in the Khartoum area. 

9. Regional Agricultural Inputs 7.0 Million 

a. Agricultural Tractors, t2.0 Million. Tractors are used for 
land preparation in production of sorgnum, sesame, groundnuts, and 
other export crops. Net foreign exchange earnings from sorghum 
exports are about 90% of export value. The soils of the rainfed 
areas are heavy clay soils which become hard and crack when dry, 
requiring tractors and discs for land preparation. Sorghum and 
other rainfed crops have major potential for increasing ields since 
Sudan has a comparative advantage in production of gra:.n crops. 
Import of tractors will contribute directly to food security and 
production of agricultural exports. 

b. Edible Oil Refineries, tl.0 Million. Edible oil refineries 
illustrate that agribusiness in the regions can increase export 
proceeds by adding value through primary processing. Groundniits are 
a large export crop. By e.-ftracting and refining groundnut oil 
domestically, Sudan can export high-value vegetable oil rather than 
low-value raw groundnuts. Additional refining capacity for both 
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groundnut and cotton seeds also will help to supply domestic demand
 
for refined cooking oils and to substitute for imported refined
 
edible oils.
 

c. Cold Storage, l.O Million. Cold storage equipment, which 
extends the ecorcmic life of prishable products is an important 
part of the food chain in Sudan where transportation services are 
limited and erratic and temperatures are extremely high. A 
transport and distribution system, which provides cold storage and 
cold transport options at critical points, not only enhances the 
growing export trade in fruits, meat, and vegetables and potential 
export of fish, but also helps to regularize flows of produce from 
the regions and reduce large losses from wastage which curtails 
producers' incomes. Sudan's internation2 trade in fruits and 
vegetables transported by air is modest but has increased sharply in 
recent years because of high demand in the Gulf states. These 
products, however, are grown in areas far from air distribution 
points at Khartoum and Port Sudan airports. 

The Industrial Bank of the Sudan (IBS) has requested CIP commodities
 
for cold stores, each with 2,500 - 3,000 tons capacity in Vhu,
 
Nyala, Shendi, Cartoum, and Port Sudan. Private investors have
 
applied for financing of these facilities. These sites are the core
 
of an export-oriented, marketing network for high-value fresh
 
fruits, vegetables, and fieh produced in the regions. The stores
 
will have capacity for several types of products and will improve
 
supply responsiveness to market demarml.
 

d. Sorghum Mi.lling Equipment $2.0 million. Aside from the 
requirement for sorghum milling equipment in the ccomercializatiar. 
of composite flour bread-making in the Khartomn area, sorghum mills 
are a high priority for regional centers in the south and west to 
produce sorghum flour for the production of kisera, a traditional 
"bread" in the Sudan. 

e. Other Agricultural Implements, tl.0 Million. Various other 
agricultural and agricultural processing equipment is needed by 
regional producers such as ridgers, poultry sheds and incubators, 
meat processing equipment and dehydration equipment. 
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VIII. LO=L CJRROCY O4PIOT 

A. Counterpart Generations.
 

Local currency proceeds generated fron Sudan's Commodity impact
 
Programs have been and will continue to be utilized for development projects
 
supportive of our CDSS objectives. Annex D presents allocations agreed upon
 
with the Government of Sudan from the FY 19831, FY 1982, FY 1983 and FY 1984
 
Commodity Import Programs. The great majority of these allocations have been
 
to our Development AssistancP projects in the agricultural, transportation, 
energy, refugee and health/education sectors. Such an integration of DA and 
CIP local currencies concentrates resources on ccmmon development cbjectives, 
assures GOS local currency contributions to meet USAID's project portfolio 
requirements and also assists with the Mission's management/monitoring of the 
uses of these local currencies. Consequently in the future first priority for 
CIP allocations will continue to go towards complementing our development 
project portfolio. 

However, there are limitations in the need for local currencies to
 
support USAID's project portfolio. 'his is especially true because local
 
currencies have been generated frun the FY 1980-84 i00 million PL 480 Title
 
III Agreement and the FY 1984 t30 million PL 480 Title I Agreement which are
 
also earmarked to support our agriculture/rural development program.
 
Consequently all excess CIP local currencies (not directly attributed to AID
 
programs) will need to be programmed within the Regional Development Support 
Fund or within the GOS's development budget in accordance with the Three Year 
Public and Private Investment Programs. 

The Regional Development Support Fund is being established to help the 
people of the regions increase their standard of living and to assist 
residents of eight regions increase production, incomes and quality of life. 
Convenants for the utilization of the fund emphasize activities to increase 
agriculture production since most citizens of the regions are employed in 
agriculture. 

Programming of local currencies within the GS's development budget in
 
accordance with the Three Year Public and Private Investment Programs will
 

"priority to supporting other donor financed activities, particularly 
those of the World Bank. The funded line items will reflect the priorities 
which USAID holds in high esteem, and also provide for sufficient flexibility 
in the Government of Sudan's budget to deal with its own internal financing 
program. 

The FY 1984 CIP Program Agreement will require both parties to agree to
 
program CIP generations within sixty (60) days of their deposit in the Special
 
Account, unless, in a special case, a longer period is justified. In no case
 
will USAID allow any of the generations to be attributable to general budget
 
support.
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The progrImiing process is a continuing one which moves upward frommonth to month, within the anticipated available funds. An estimate ofanticipated generations and projected disbursements determines the statusthe programming at a given point in time. 

of 
The cumulative balance computed
reflects the cushion necessary to absorb the uncertainties of CIP

disbursements and counterpart deposits. 

The FY 1984 CIP Program will specify in a special covenant that allcommo)dity transactions must generate local currency. In those instances wherethe implementing public sector corporation or oragency parastatal is unableto secure the necessary local currency at the time the order is placed due toa cash flow problem, the Ministry of Finance and Fr.onoic Planning will makesubsidiary loan to athe GOS implementing agency to ensure timely deposit oflocal currency into t/Le Special Account. This will install some budgetary
discipline.
 

Moving beyond programming of these local currencies to the management/monitoring system, USAID has issued PILs outlining a semiannualfinancial/physical reporting system to monitor their use of CIP counterpart,which i6 similar to the one adopted for the PL 480 Title III Program. Thisreporting system will continue to be required on a semiannual basis for thoseprojects which are DA financed and on an annual basis for those CIP localcurrency projects inlcuding the !Regional Support Fund,our which are not tied todevelopment portfolio to ensure the timely provision and utilization oflocal currencies. For projects funded in the Three Year Public and Privateinvestment Program, USAID will require the GOS to submit an annual auditedreport listing the disbursements made for these projects, but will not insist
on a fuller accounting for the disbursements and 
 the physical benchmarksachieved. As many of these other development projects will be managed by
oth;r donors and the GOS itself, we feel it 
 shculd be the responsibility ofthe GOS and other donors to track those disbursements. 

A proportion of the FY 1984 CIP local currency generations will alsosupport Mission operations in the Sudan. Within this trust fund account,funds will be utilized to meet the costs of arrival accounting being performedby a provate firm under contract with USAID. 

B. Trust Account Deposit 

The Government will make deposits of local currency to a Trust Accountin the name of the U.S. Disbursing Officer upon request of AID and subject toapproval by the Government. Deposits in this Trust Account will be in localcurrency at levels specified by USAID. Disbursements from the Trust Accountmay be made by the Government of the United States to cover the program andadministrative costs of the United States Assistance Program, andadministrative costs of other elements of the U.S. Mission in the Sudan. 
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IX. pRG IMLEUATICN 

that haveA. Overview. Until early in FY 83, each of USAID's divisions 
the depth of staff of adequatelyimplementation responsibilities had not had 

monitor the CIP. The Supply Management Office is now staffed with a senior 

supply officer and an assistant. The Projects Office is now employing a 

contract technician whose duties include programming local currency generated 

by the program and monitoring deposits and withdrawals from the special 

The Controller Office has employed a 	 C Accountant, whose primaryAccount. 
the arrival accounting system, performing end use

duties include monitoring 
The Eccnic Planningand reviewing AID/W accounting reports.examinations, 

and Program Officer has arrived ,u4n will be responsible for assisting in the 
The full team isallocation of ESF funds.determination of the appropriate 

and adequate mnitoring of ncw on board and are providing in-depth guidance 
all pnases of the implementation of the program 

B. Impementation Procedures. 
i. GOS. The major GCS entities responsible for administering and 

implemenCing the CIP grant will be the Ministry of Finance and Economic 

Planning (MFEP), the Ministry of Cooperation, Ccumerce and Supply (MCCS), and 

the Bank of Sudan. Within MFEP's Finance Division, the newly established 
will allocate grant proceeds to the publicCommodity Aid Committee (CAC) 

and have overallsector, earmark a portion for use by the private sector, 
The MCCS in turn will suballocateresponsibility for grant administration. 


grant funds to private sector entities, establish import controls, and issue
 
required to support the program. Ittrade regulations and/or incentives as 

The primazy role of
will also be responsible for issuing all import licenses. 


the Bank of Sudan will be to provide payment instructions to the local
 

commercial banks acting as approved aplications under the Bank Letter of
 
and Economic Planning
Commitment method of financing. The Ministry of Finance 

for the management of the Special Account for counterparthas been responsible 
While staff at this Ministry has been 	able to adequately carrygenerations. 

of counterpart generationson this function to date, as the overall levels 

increase, at t170 million per year - including both PL 480 Title I and III as
 

increasewell as CIP local c-rrencies, and the number of projects also 

to face absorptive capability problems.
substantially, we are beginning 


Consequently, a covenant in the Program Agreement will require that proper
 
of executionstaffing to oversee this function be in place within three months 


of this Agreement.
 

will be the overall2. 	 AID. The USAID/Sudan Office of the Controller 
respcnsible for mnitoring thecoordinator for the Comodity Import Program, 


performance of the three other USAID offices which rhAre CIP
 
seconded by oneresponsibilities. The USAID/Sudan Supply Management Officer, 

Assistant Supply Management Officer, in cooperation with support officers in
 

AID/Washington, will have direct responsibility for USAID coordination with
 

CAC and MCCS in monitoring and expeditirg =ccurement of ccamities and 

services under the Comodity Import PRogram. The USAID/Sudan Economicrelated 
under the direction of the Mission Director, and inPolicy ane ?rogram Officer 

responsible forcoordination with the Embassy Economic Counselor, will be 
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reviewing Sudan's economic situation, specifically its balance of payment
position, so as to determine the most appropriate allocation of ESF funds and
the most essential commodity requirement. The USAID/Sudan Project Operations
Officer will be responsible for programming counterpmrt funds generated oy the
CIP, and reviewing proposed CIP transactions in excess of $1 million which
involve the construction, equipping, or alteration of a physical facility.
The USAID/Sudan Controller will be responsible for monitoring the generation
of counterpart funds due the Special Account, performing reviews of arrival

accounting and end-use mritoring 
to ascertain the effective arrival and
utilization of CIP-financed commodities. The Mission Order detailing
respective responsibilities is included in Annex E.
 

C. Procurement Financing Procedures and Financial Analysis 

Procurement and financing procedures under this CIP will be those set
forth in AID Regulation 2. A review of Sudan purchasing practices indicates

that provurement by the public sector will include 
a mixture of formal
competitive-bidding and proprietary procurement, while the private sector willfollow AID's negotiated procurewent procedures. The method of financing
normally will be through Bank Letters of Credit for transactions valued at
less than $l million, and Direct Letters of Ccmmitment over $1 million. 

D. Eligible Commodities
 

Commodities eligible under the AID camodity Eligibility Listing (1983

edition) will be. eligible for AID financing a-d will be included in all

Commodity Procurement Instructions. However, commodities actually financed

will be determined largely by the allocations made by the Commodity Aid

Committee (CAC) and transmitted to AID by the Ministry of Finance and 
 Econcmic
Planning. As noted above, the Ministry has already provided an indicative
list of allocations for the FY 1984 Commodity Import Progr7.m. 

The Ministr of Cooperation, Commerce and Supply, in coordination with theMinistry of Industry, has existing guidelines that prohibit the use of GOS
foreign exchange resources and foreign aid funds for inporting luxury goods,
non-essential, household appliances and consumer goods normally considered 
ineligible under AID eligibility criteria. 
Review of these procedures and

their application to past CIP programs has revealed that they are effective in 
combination with the additional requirement that a separate import license 
must be approved for each CIP funded import. 

E. Procurement Restrictions/Limitations
 

This grant will be restricted to Code 941 sources and origins for
comodities and related incidental services. U.S. flag vessel service to
Sudan is supplied by two U.S. vessel operators, one on an inducement basis and
the other providing monthly Lash and Charter transportation. Because of the
relatively small U.S. vessel participation in U.S. to Sudan ocean transport,
U.S. vessels may not always be available. 
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Local agents are not required by Sudanese regulation. Thus, there is no 

conflict with the A.I.D. Regulation 1 requirement that U.S. suppliers may sell 

direct to importers. All provisions of A.I.D. Regulation 1 regarding 

coomodity eligibility review, price eligibility, and both prior review and
 

post audit will apply to all transactions. 

F. Commodity Eligibility Date 

The Eligibility Date for Commodities and Commodity Related Services 
84 CIP will be the date of the signing of the Agreement.procured under this FY 

G. Terminal Disbursement Date 

The grant's Terminal Disbursement Date (TDD) will be 24 months from the 

date Conditions Precedent are met. Recognizing an urgent need to provide 
efforts will be made by the Sudanese and USAIDbalance of payments support, 

into short leadtime, large valueauthorities to channel A.I.D. fuzding 
USAID will make its best effort to commit the bulk of the grant
procurements. 


to actual purchases in the first 12 months. 

H. Port Clearance and Inland Tra-nsortation 

Sudan has a critical problem in both port clearance and inland 
This problem will betransportation of all but the highest priority imports. 


alleviated but not fully resolved within the next few years. The present port
 
lack of cargo handling equipment andsituation is partially the result of a 

reliance on railroad freight cars both within the port and for inland 

transportation. 

A.I.D. will apply the standard 90 days port clearance and the 12 months 

utilization period requirements. These, will constant follow-up and pressure 

on t-nth buyers and transportation officials, should serve to expedite the 

movement of A.I.D. financed cargo. At present, there is a much reduced 

backlog of GOS public sector imports awaiting inland transportation in holding 

areas outside the port.
 

I.Methods of Implementation and Financing 

Approximate
 

Method of Implementation Method of Financing Amount ($000) 

Commodities, Host Country 
Procurement 

Transactions under 1 Million Bank L/COM 19.0 
41.0Transactions over 1 Million Direct L/COM 

Direct Reimbursement 2.0Technical Assistance 

not have the resources to makeThe Government of Sudan does financial 

initial payments and seek reimbursements from AID. Up to FY 1982, we elected
 

to use direct letters of commitment for all CIP transactions. The volume of
 



paper that was generated from the smaller transactions required us afterconsultation with AID/W to use Barth Letters of Commitment for all transactions 
less than one million dollars. 

At present, the GOS has an arrival and cargu clearance unit established atPort Sudan for many, but not all public sector imports. This office serves as a "Customs Broker" and forwarding agent sector.for the public In addition,

many public sector agencies have their own representatives offices at Port
Sudan that are charged with expeditirg their own organizational cargo through
the port and on to inward transportation. The Ministry of Cooperaticn,
Commerce and Supply also maintains a cargo accounting unit at both the port
and Khartoum for monitoring imports within the Ministry's ccrzerns. 

The Mission has determined that records maintained by the GOS are not

adequate for our purposes. Therefore, we have established a system that
adequately tracks ccmdity arrival, movement through the ports, indicating
shortages and breakage and distribution to the ultimate end user. Up to thispoint in time we have records on approximately 21% of all CIP transactions
under FY 81 through FY 83 programs. This will be expanded and will include 
most of the high cost items under these programs. The Mission randomly

selects the transactions to be accounted 
 for. Our contractr performs thedetailed work and prepares reports that indicate arrivals, ctpred to
shipments, and reflects overages, shortages, and breakage. These reports aretransmitted to the Supply Management Office Ltr any necessary action. The

contract is funded from local currency generated under the program.
 

In fiscal year 1983 we initiated a program of end use examinations of bothprivate and public sector end users. A report of findings is prepared foreach examination. The report is forwarded to Mission senior management for
information and to the Supply Management Office for any action that might be
 
indicated by negative findings.
 

The Regional Inspector General in Nairobi is currently planning to include 
an audit of the Commodity Import Program in this FY 85 audit schedule. We areof the opinion that this audit in conjunction with the FY 84 evaluation,
existing arrival accounting system and program of end use examinations willprovide necessary assurances that procured commodities are effectively used. 

J. Import Controls
 

1. Private Sector. The MCXS is responsible for establishing and 
implementing an annual (July 1 
- June 10) import program in coordination with

the Ministry of Finance and Economic Planning, the Bank of Sudan and various

other government units. 
The annual program consists essentially of estimatesof types and classes of imports, estimates of foreign exchange requirements,
and a balancing between anticipated needs and anticipated purchasing power
(foreign exchange availability). 

Import licensing approval, a control against exceeding specific annual 
quotas and foreign exchange availabilities, is shared between the MZCCS, the 
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Bank of Sudan and Ministries having national jurisdiction 
over the specific
 

For the public sector, import approval depends mainly upon
economic sector. 

whether the import is included in an approved foreign 

exchange budget and
 
a more
 

foreign exchange is available. For the private sector there is 


of annual quotas, usually by ccmmodity, but
elaborate system consisting 
sometimes by trade protocol or country of origin, 

and ocassicnally by
 

importer.
 

2. Import License Systems. There are three licensing systems currently
 

operating. 

Revised "Open General Licensing System" (OGL) permits 
only restricted
 

a. 

imports of any comodity or product. Limitations and classes of
 

commodities or products are dependent upon decisicns of the 
Minister of
 

Finance and Economic Planning, and are presently set forth 
in List "B" of
 

40 prohibited categories of imports.
 

b. The new version of the old "Consultation System" (CS) 
whereby import
 

licenses for a specific purchase are issued according 
to guidelines
 

provided and administered by the Ministry of Cooperation, Comirrce 
and
 

Supply.
 

"Special" Import Licenses issued by the Ministry of Cooperation,
c. 

Commerce and Supply for either a class of ccumcdities or 

a specific
 

purchase when funding of international payments is not a demand 
on GOS
 

owned resources. It permits the Ministry to both moitor grant
 

implementation beyond the purchase order stage and to control 
allocations.
 

K. GOS Allocation and Control of CIP Funds
 

As indicated above, specific dollar amounts are allocated 
by the GOS to
 

individual governmental units and a single dollar amount 
for specific
 

Control of the AID foreign
commodities designated for private sector use. 


exchange accounts/allocations for the private sector will 
be maintained by the
 

FEP
 
Ministry of Cooperation, Ccmerce and Supply in coordination with the 


which is responsible for approval of GOS import licenses.
 

Actual disbursement of any funds by AID will be dependent 
upon the U.S.
 

supplier providing a full set of payment documentation, including both the
 

Form II (Commodity and Price Eligibility Approval), the AID Supplier's
 

Certificate attesting to compliance with a number of AID 
regulatory concerns,
 

and evidence that the cargo has actually been shipped, Concarrent follow-up
 

by both USAID and the importer concerning arrivals will match 
received goods
 

with paid shipments. This will assure that CIP-financed commodities 
are
 

received and; ultimately through end-use checks, that the commodities are 
used
 

as intended ior the benefit of the Sudan's economy.
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L. 	 Tentative Implementation Schedule 

April 1984 	 Agreement Signed

May 	1984 Cczrjitians Precendent Met 
June 1984 	 First Letter of Commitment issued 
July 1984 	 First Shipment made 
July 1984 	 First Shipment arrived Sudan 
April 1985 	 Grant Fully Committed (L/024S)
March 1986 	 Final Shipment
April 1986 	 Final Disbursement 
Annex F- presents a detailed commodity procurement implemntation 

chart. 

M. 	 Evaluaticn of Economic Impact and Accountability 

During FY 1984, 	 a ofUSAID and the GOS will undertake joint evaluatiai
the 	economic impact of the Ccmmodity Import Program (CIP). The CIP program
evaluation will assess the extent to which the annual programs have reached
 
goals, and ways in which goals may be most effectively pursued in the future.
 

The primary goal of the annual CIP agreements is improvement of the 
balance of payments through fast disbursing grants for essential imports while
encouraging policy reforms by the Governent of Sudan. Secondary goals
include: (1) improved export performance; (2) interim financing during
eccnomically necessary but politically sensitive reforms; (3) 	 improved
infrastructure to support agricultural and industrial production and marketing
for export and import substitution purposes; (4) incentives for private sector
participation in development; and (5) budgetary support for GOS development
efforts through joint programming of generated counterpart Sudanese pounds. 

End use monitoring of private sector importers by USAID's Controller has
begun. These efforts will be extended to public sector enterprises and 
expanded with the assistance of USAID/Sudan and AID/Washington staff and a
Sudanese team of economic, prccurement, and accounting specialists. The team
will work closely with the new Commodity Aid Committee (CAC) and staff of the 
Ministry of Finance and Economic Planning, as well as with officials of the
Ministry of Cooperation, Commerce and Supply, Bank of Sudan, port authorities,
the representative public and private sector importers. 

The 	purpose of the evaluation is to assess:
 

1. 	 Balance of payments impacts over the life of the CIP agreements;
2. 	 Policy changes ascribable to the CIP;
3. 	 Eccrnic impact on the productivity of the subsectors and
 

individual firms receiving CIP allocation; and
 
4. 	 Developmental impact of the use of local currency generations. 
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In assessing achievement of the broad objectives of the CIP program, the 

team will examine specific issues such as:
 

1. 	BOP relief arrtibutable to the CIP;
 
2. 	Impact of the counterpart fund generation and expenditure on
 

USAID, other donor and GOS projects;
 
3. Public and private sector accountability for CIP imports and 

counterpart funds; 
4. 	 Working definitions of private and public sectors for the 

importing and use of CIP commodities;
 
5. 	 The appropriateness of the mix of capital, intermediate, crucial, 

consumer and infrastructure gcodsi 
6. 	The negotiating process by which eligible public and private
 

sector enterprises and importers are selected, the share which 
each receives, and the possibility that through lack of infor
mation, eligible importers may be excluded; 

7. 	 Availability of domestic substitutes and cheaper foreign sources 
for the selected gocds; 

8. 	 Possible over-concentration of imports in relatively well
served sectors and regions to the exclusion of imports for other 
sectors or regions with higher returns. 

and 	other code 94. source9. 	 The division of imports between U.S. 
origin countries;
 

10. The extent to which CIP funds have not been utilized because of: 
(a) the relative prices of U.S. goods, and shipping costs; (b) 

the e change rate and discount applied; and (c) availability of 

funds for advance deposit of counterpart funds by eligible 
importers;
 

ii. The time lapse between submittal of the approved list, receipt 
of proposals, issuance of Letter of Credit/omdtment, purchase 
shipping, post clearance and the receipt and end use of crmi
dities.
 

The evaluation team will present a final report of its findings with 
for 	strategy and procedural changes to enhance the developmentrecommendations 


impact and accountability of CIP programs.
 

N. 	 Related Technical Services. 

Up to t2 million of the FY 1984 ESF funds will be utilized to finance 
to commoditytechnical assistance and training activities directly related 

purchases. Such services will be required both prior to and subsequent to 
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camodity p'rchases and are viewed as essential to the effective utilization 
of comtemplated procurement. Although not restricted to the energy sector, we 
envision that a significant proportion will be directed towards more effective 
utilization of the prozurement of electric power transmission and distribution 
equipment and spare parts to substantially increase the reliability of the 
Blue 17ile Grid which supplies 80 percent of the power in the Sudan; 
essentially continuing an activity which began with the FY 1982 CIP. Our 
experience with the FY 1982 and FY 1983 Ccmcity Import Program has 
demonstrated the utility of such a provision. 

Parallel to USAID's programming of commodities, USAID has
 
established an illustrative list of technical services under
 
the electric power transmission and distribution component and
 
for other areas requiring $2 million dollars in support.
 

PART I: Illustrative List of Services
 

A. Electric Power transmission and distribution:
 

1. Distribution Engineer 24 person months $250,000
 
2. Sub-section Engineer 24 person months 250,000
 
3. Relay Instrumentation Engineer 12 person months 125,000
 
4. Procurement Coordinator 12 person months 125,000
 
5. Communication Engineer 18 person months 185,000
 
6. Vehicle Oper./Main. Engineer 18 person months 185,000
 
7. Machine Shop Manager 12 person months 125,000
 
8. Resident Manager 24 person months 250,000
 
9. Program Coordinator 24 person months 250,000
 

10. Heavy Equipment Engineer 12 person months 125,000
 

(SUBTOTAL) ($1,870,000)
 

B. Health, Environmental and Biological Monitoring
 

1. Pesticide Exposure specialist 2 person months $33,000
 
2. Toxilogist/Physician 1 person month 16,000
 
3. Cotton Pest Manag. Spec. 1 person month 16,000
 
4. Post Doctoral Fellow 2 person months 33,000
 
5. Pesticide Epidermiologist 1 person month 16,000
 
6. Ground Water Specialist 1 person month 16,000
 

(SUBTOTAL) ($130,000)
 

TOTAL (Illustrative) Technical Services $2,000,000
 

PART II: Calculation of unit costs
 

A. Electric Power Transmission and Distribution
 

Salaries and wages $50,000
 
Travel and subsistence 11,000
 
Housing and utilities 15,000
 
Office equipment and supplies 3,000
 
Storage of HHE and shipment of vehicles 10,000
 
Other direct costs 10,000
 
Overhead 26,000
 

TOTAL Cost per person/yr of long term technical services
 

($125,000)
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B. Health, Environmental, and Biological monitoring 

Salaries and wages $ 7,000 
Travel-International, domestic and local 5,000 
Equipment and facilities 2,500 
Management costs 1,500 

TOTAL Cost per person/mo of short term technical services
 
($16,000)
 

0. Regional Institutions.
 

The Agricultural Bank of Sudan (ABS) was established by Act of Parliament 
in 1957 to provide credit to small and meditum cultivators and cooperatives, 
increase agricultural output by supplying improved seeds, insectides, 
fertilizers and extension services, imported farm machinery, and aFsist 
producers in handling, storing and marketing crops. ABS began operations in 
1959 and has considerable experience in procurement, credit, marketing, 
storage and harvesting services. It is virtually the only specialized 
institution providing credit to private farmers. Recently a Bank of 
Cooperatives was formed which does not have the resources for significant 
lending. GOS has agreed that ABS should cotinue to lend to ccoperatives in 
accordance with its constitution. Commercial banks also finance storage and 
expcrt of crps, but not on-farm activities. 

Operations are concentrated mainly in the mechanized farming subsector 
with private irrigation and traditional rainfed areas being somewhat 
neglected. ABS lends to about 5,000 clients a year, which is approximately 
one percent of the potential clients. Most farmers still avail themselves of 
expensive credit from traders under the shiel system. 

Two-thirds of ABS lending has been seasonal credit with fifteen month 
maturity, the balance lent on medium term with five year maturity, primarily 
for machinery or irrigation equipment. ABS interest rates are about 14% per 
annum depending of type of credit and applicant. ABS normally requires a land 
mortgage or other security equal to 130% of the loan. Credit regulations 
enacted in 1974 set out the loan types, purposes, interest, security, 
application, ccntiract, repayment and supervision procedures, together with 
special rules relating to cooperatives. 

Collection rates have been low but losses have been moderate. The 1957 
Act empowers the Board to make an order for debt collection equivalent to a 
degree of the civil court. A modest start at resource mobilization has been 
made by starting commercial banking activities at two branches, Dongola and 
Zalingei. Extention of cmercial banking operations was impeded by a ruling 
prohibiting public sector agencies from earning interest on bank deposits. 

Non-banking activities include importation, distribution and sale of 
agricultural machinery, fertilizer, sacks and seeds; imorting wheat and 
exporting sorghum on behalf of the Government; operation of government silos; 



-107

operaticn of ABS warehouses for stcrage of farmers' crops and inputs; and 
doeiinantcontract harvesting in mechanized farming areas. ABS has played a 

role in importation and distribution of agricultural machinery, mainly 

tractors. Earnings from this activity have been a major part of total income. 

ABS is phasing out all contract harvesting activities as private 
contractors are providing this service. ABS will continue to assist farmers 

with marketing of crops, in particular by providing crop storage facilities. 

Warehouses are also useful in the distribution of inputs not handled by 

private merchants, e.g., fertilizer. These functions enable ABS to provide 
to strengthen 	loan collection by participating in cropcredit in kind and 

marketing.
 

ABS has about 1,000 employees, 	 half of whom are technical and 
are unskilled and skilled laborers. Theprofessional staff. The other 	half 

many of whom have studiedstaff include 	nearly 140 university graduates, 
overseas. ABS has highly motivated staff who appreciate the importance of 

their development role. A pressing need exists for high-level, on-the-job 

training and consultation on management and technical matters. ABS has 24 

branches including two commercial banking branches, two silo branches, a 

trading branch at Port Sudan, and a headquarters providing controls over 

credit operations, centralized 	planning and accounting, legal, personnel and 

procurement support services to the branches. 

Legislation authorizing the Industrial Bank of Sudan (IBS) was enacted in 

October 1961 to provide financial and technical assistance to private 
industrial enteprises. AID provided technical assistance. The objectives of 

IBS are "to assist in the establishment, expansion and modernization of 

private industrial enterprises 	 in the Sudan and to encourage and promote the 
and external, 	 in suchparticipation 	of private capital, both internal 

enterprises." 

The ownership and financing of IBS are by the GOS. The Minister of 

Finance and Eccnomic Planning appoints the board of directors and the managing 
of IBS may be 	purchased by private individuals,director. However, shares 

was LS 500,000 ofpublic coporaticns, and government. The initial financing 
paid in capital, out of iS 3 million of authorized capital and a IS 500,000 

interest free 	 loan. In July 1963, a loan agreement for t2 millicn was signed 

with USAID to 	be repaid in 15 years at 4%. IBS had utilized only LS 70,303 

when the loan 	was terminated because diplomatic relations were broken after 
of 1968, paid 	in capital of IBSthe Middle East war in June 1967. At the end 

was LS 1.8 million. 

now is LS 8 million but this is far less than necessaryPaid in capital 
for IBS to have a major role in the development of private industrial and 

In 1982, IBS made 29 loans averaging IS 52,554, aagro-industrial production. 
total of LS 1.5 million ($833,333). In 21 years IBS made LS 15.7 million 

(8.7 	million) in loans, equity and guarantees in projects with total
 
LS , providing employment of 6,000
investment of 30.0 million (016.7 millicn
 

employees. IBS has financed private investment in flour mills, building
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materials, food processing and ice making, edible oil mills, engine repairshops, printing and packaging, iron and steel works, carpentry workshops, and numerous other small fabrication and manufacturing activities. IBS has anexperienced senior staff, 17 of whom were trained in the U.S., and has hadforeign loans from the Kuwait Fund, Germany, and IDA. Thus far, IBS has beenunable to finance new branches but has plans to open four branches. Abouthalf of IBS loans have been in regions outside of Khartoum. Since all of itsforeign loans have been fully disbursed, IBS requires new sources of imported
equipment and spare parts for private sector borrower enterprises. 
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X. OTHER CONSIDERATIONS 

A. Impact cn U.S. Balance of Payments. 

The continuation and increased size of the CIP program will have a 
modest positive impact on U.S. exports and balane of payments, by reinforcing 
commercial links and enhancing the likelihood of the need for spare parts and 
reorders. Although U.S. exports to Sudan of $226 million in 1981/82 were only 
about 0.1% of total U.S. exports, the strengthening of trade with Sudan is 
important to individual U.S. exporting firms. The U.S. share of Sudan 
imports, however, probably will increase somewhat from 12% in 1981/82. 

B. Internal Financial Effects 

The generation and expenditure of local currency under the CIP program 
probably are somewhat deflationary in that the sale of imported commodities 
absorbs excess liquidity, and expenditures of local currency lag behind 
generations from sales. To the extent that CIP commodities are sold to the 
private sector with local currency accruing to the GOS, resources are diverted 
from the private to public sector.
 

C. Use of U.S. Government Excess Property 

Given the nature of the items for which the GOS has allocated funds, 
it is unlikely that U.S. Government excess property would be appropriate for 
financing under this grant. However, USAID will review the possibilities for 
such financing. 

D. Relation to Exrt-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 aid t4 million in 
guarantees and insurance. Past deliquencies of t2.7 million, which caused the 
suspension of further U.S. supplier credits to the .Sudan were rescheduled 
early in 1980. Ex-Im activity toward increased exposure is to be determined 
subsequent to a review of the Sudanese ability to meet the rescheduled debt 
ccmmi tments. 

Two small Foreign Credit Insurance Association (FCIA) loans were 
completed in 1980, based upon long standing past acceptances. However, 
ncthing new has been considered. The CIP grant for FY 1984 will complement, 
not conflict, with the Ex-Im Bank activities. 

E. Relation to the Overseas Private Investment Corporation (OPIC) Program 

OPIC was established to promote U.S. private investment in developing 
countries by making loans to overseas ventures and providing insurance against 
war, currency inconvertability and expropriation. For Sudan, OPIC ephasizes 
transportation and agricultural projects. 
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As of September 30, 198? OPIC had 12 active contracts with fivecompanies with insurance coverage ranging from il.1 to k15.5 million.Applications to cover t526 million of investinent were pending, including a50O million application by Chevrcr Overseas Petroleum Inc. 

This CIP is not expected to directly assist firms which haveexisting contract an or pending application but ccmplements OPIC support of the
private sector. 
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XI. RECHEDATION 

It is recommended that a grant to the Government of the Democratic 
Republic of the Sudan of sixty-two million dollars (62,000,000) be authorized 
for financing the importation of selected ccmmcdities, and ccmmodity related 
services. 

A. Terms and Conditions
 

1. Conditions Precedent to Grant Disbursement. Prior to the first 
disbursememt under the Grant, or to the issuance by A.I.D. of documentation 
pursuant to which disbursement will be made, the Grantee will, except as the 
Parties may otherwise agree 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 by, and executed on behalf of 
the Grantee, and that it constitutes a valid and legally 
binding obligations of the Grantee in accordance with 
all of its terms; 

b. A statement representing and warranting that the 
named person or persons have the authority to act as the 
representative or representatives of the Grantee 
pursuant to Section 8.2, together with a specimen 
signature of each person certified as to its 
authenticity. 

2. Terms and Covenants of the Grant. Such other terms and 
conditions as A.I.D. may deem advisable. 

a. The Commodity Aid Committee (CAC) of the Ministry of
 
Finance and Economic Planning shall, in the course of
 
its deliberations on USAID's Comdity Inort Program,
 
include three members from the private sector to be
 
selected by three Sudanese institutions which represent
 
private sector interests. The institutions shall be
 
mutually acceptable to MFEP and USAID.
 

b. The GOS agrees to undertake a joint GOS-USAID study 
to be completed by November 30, 1984 of the current
 
75/25 Foreign Exchange Rate Formula governing the
 
conversion of agricultural export earnings. The purpose
 
of this study shall be to determine how production and
 
export incentives would be improved by increasing the
 
proportion of foreign exchange earnings converted at a
 
higher FX rate. The purpose of this study shall be to
 
determine how production and export incentives would be
 
improved by increasing the proportion of foreign
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exchange earnings converted at a higher FX rate.
conjunction with this study, 

In 
the GOS agrees to change

foreign exchange regulations governing foreign exchange
earnings from groundnut exports so as to allow groundnut
exporters to convert 50 percent of their 1984/85 export
proceeds at the legal commercial bank rate. The GOS 
agrees to announce this change during May 1984. 

c. All commercial entities associated in any way withthe Military Economic 
Board shall be ineligible to

purchase commodities with CIP funds and to import, clear
through customs, and transport CIP ccmmodities.
Entities banned fram procurement and transport of CIP
commodities include all MEB corporations, MEB subsidiary
companies, and MEB joint ventures, either public or 
private. 

d. Grantee will establish a Special Account in the Bank
of Sudan and deposit therein currency of the Government
of the Democratic Republic of the Sudan. Allcommodities procured under the Grant will generate local 
currency at the commercial bank rate which will be
deposited in this Special Account, unless the parties
agree otherwise in writing. Proceed,, of the Special
Account will 
 go tcwards economic activities to be

mutually agreed upon by the two Parties and to meet
requirements of the USG as may be designated by AID.
The parties agree to assure that all funds deposited in
the Special Account will be programmed within sixty (60)days of their deposit unless in a special case, a longer
period is considered appropriate by both parties.
Furthermore, the Government of Sudan covenants that it
will establish adequate staffing for the programming and
 
management of local currency counterpart generations
within three months of the date of execution of thisAgreement. Local currency requirements can be met by
counterpart generations. 

e. The Ministry of Finance and Econic Planning will
undertake a study regarding the feasibility of
eliminating the 15% discount currently applied to allcommodities that are imported under protocols, aids and
ccmmodity-finance agreements, currently based upon the
commercial bank rate. Such a study will be completed nolater than September, 1984. the GCSIf so desires,
funding under the Policy Analysis and Implementation 
program can support this effort.
 

f. The Ministry of Finance and Economic Planning willcooperate in an AID evaluation of the CIP program to 
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identify ways to increase the development impazct of the 
program's comdities and to reinforce public sector 
accountability. The mechanism of funding shall be 
through the previously signed USAID Policy Analysis and 
Implementation Project. 

g. USAID and the GCS shall jointly program counterpart 
funds of LS 40,000,000 in fiscal year 1984/85 for a 
Regional Development Support Fund. Details of this Fund 
shall be specified in a separate Project Implementation 
Letter between USAID and the Ministry of Finance and 
Econanic Planning. 

h. At least t7,000,000 of imports funded under this 
CIP shall be allocated to private production-oriented 
enterprises which increase exports or substitute for 
imports andi which are located outside Khartoum Province, 
the Central Region and sort Sudan urban areas. At least 
t2,000,000 of this sum. shall be alloca Li to the three 
southern regions. A local currency grant, sufficient to 
cover counterpart costs ol this sum, shall be jointly 
programme by USAID and GOS for the Agricultural Bank of 
the Sudan and the Industrial Bank of the Sudan. This 
grant shall be in addition to othe- currently proposed 
capital grants or loans. These funds shall be re-lent 
to private sector agricultural enterprises according to 
standard ABS and IBS practices. The GOS covenants that 
these lending institutions supply a report to MFEP and 
USAID of the disposition and recovery of these funds by 
region and class of borrower. The GOS further covenants 
that these lending institutic-s take positive steps to 
increase operations and loans in the three southern 
regions, and reports indicating progress will be 
submitted to USAID. 

i. The GOS agrees to advertise through available media 
in Khartoum and in each of the regions the availability 
of USAID CIP foreign exchange for investment in
 
export-promoting and import-substituting activities. 
These advertisements will detail purposes of the CIP 
program, restrictions on the use of CIP funds, the 
method and place of application for CIP funds, and the 
fact that the funds are from USAID. In addition, the 
Ministry of Commerce, Cooperation and Supply agrees to 
prepare a standardized application form acceptable to 
AID for requests for CIP funds and to assign
 
responsibility for distribution and collection of these 
forms to a specific office. USAID shall receive copies 
of all applications filed with MCCS. 
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j. The National Electricity Corporation (NEC) will
reduce losses in the system incurred between generation
and sales (revenues collected) to 25% or less no later
than August 1985. In confirmaticn of the effort, both
generation figures and an independent. sales audit will 
be presented to USAID in Octber 1985. 

In support cf the above the NEC will prepare and submit 
to USAID a study and a plan no later than December 1984 
which addresses staffing 
needs and staff reduction
 
targets and personnel compensation packages (including
performance evaluations and merit increases) required to
recruit and retain qualified personnel. The plan shall
also deal with the training and certification, through
practical and theoretical examinations based on industry
standards, of personnel for operating and maintaining
NEC equipment, particularly the gcods procured under the
Commodity Import Program. Upon USAID determination that
the plan is adequate and is being implemented, further
disbursement of CIP coaiioities for the Blue Nile Grid 
Rehabilitation Grid will proceed.
 

k. The GOS agrees that, whenever it proposes to change 
or transfer the responsibility for programming,

administering or implementing 
 of USAID-financed
 
programs, projects or other activities from, among or

within GOS ministries, agencies or instrumentalities, it

will obtain the prior agreement of USAID to such change
 
or transfer.
 

B.Authorities. Approval 
 is given USAID/Sudan to sign and issue
implementation letters and Comity Procurement Instructions under this grant.
 



Anex A 

Initial Environment Examination 
or Categorical Exclusion 

Country: Sudan 

Title: Sudan Commodity Import Program Grant 

Funding: EY 1984 (ESF account) $62,000,000 

Period of Assistance: The terminal date of 
disbursement authorization is 

requesting
12 months 

frcm the date of the Grant Agreement. The 
terminal disbursement date is 24 months 
from the date Conditions Precedent were met. 

prepared by: USID/Sudan 

Favircnmental Action Recomended: Categorical Exclusion under AID Regulation 
16, Paragraph 216.2(c) (ix).
 

jureau's Environmental Officer's Decision: 

Approved: 

Disapproved: 

Date: 



Examination of Nature, Scope and Magnitude of Environment Impacts:
 

I. Description of the Project. 

The project proposes to provide a commodity irport grant of $62 million to 
the Government of Sudan (GOS) from the Economic Support Fund on standard 
A.I.D. terms. The principle objective of this grant is to provide Sudan with 
urgently needed imports of the highest economic importance and political 
sensitivity, thereby permitting the GOS to undertake an array of difficult 
policy reforms. A second objective is to increase support to the private 
sector where feasible.
 

Conmodities will be selected from the list of eligible ccmodities
 
(Handbook 15, Appendix B), all of which have been screened for any adverse 
effects they may have on the environment. No pesticides will be imported 
under the proposed grant and USAID/Sudan will inform the GOS and AID/W prior 
to the purchase of any potential hazardous materials or uses once these become 
known. Although the PAAD lists and describes various 
been provided for illustrative purposes only. The 

commodities, these have 
final allocations could 

vary substantially. 

II. Recommended Environmental Action. 

In accordance with A-D Regulation 16, Section 216.2(c) (ix), assistance 
under a Commcdity Import Program is eligible for categorical exclusion from 
environmental procedures when, "prior to approval, AID does not have )ciwledge 
of the specific ccmodities to be financed and when the objective in
 
furnishing such assistance requires neither knowledge, at the time the 
assistance is authorized, nor control, during implementation, of the 
commrdities or their use in the host ccuntry'. 

As the contemplated grant assistance fulfills both the qualifications 
cited above, it should be granted a categorical exclusion. 



Annex B 

3A(2) - NmPRaJEI'1 ASSISTANCE CHCKIS 

The 	criteria listed in Part A are applicable generally to FAA funds, and 

should be used 	irrespective of the program's funding source. In part B a 

made between the criteria applicable to Security Supportingdistinction is 
and 	the criteria applicable to Development Assistance. SelectionAssistance 

n the funding source for the program.
of the appropriate criteria will 	depend 

HAS 	 SIS CONTRY CHECKLIST UP 1 DATE? IDENTIFY.CROSS-REFER&NCE: 	 ?I"eM CHECKLIST 	 BEEN TXI 

GENERAL CRITERIA FOR bONPRrhJ-T ASS ISTANCEA. 

1. 	 App. Unnumbered; FAA Sec 653(b) 

In FY 1984 Congressional(a) Describe how Committees on 
Presentation.Appropriations of Senate and House 


have been or will be notified con
cerning the ncnproject assistance;
 

(b) is assistance within (Operational 	 Yes. 

Year 	Budget) country or international
 
to the
organization allocation reported 


Congress (or not more than k1 million
 
over that figure plus 10%)?
 

2. 	FAA Sec. 611(a)(2). If further legis- None required. 

lative action is required within 
recipient country, what isbasis for 
reasonable expectation that such action 
will be completed in time to permit 
orderly accomplishment of purpose of
 
the assistance?
 

3. 	 FAA Sec. 209, 619. Is assistance more 
efficiently and effectively given
 
through regional or multilateral
 

If so why is assistorganizations? 
ance not so given? Information and
 
ccnclusion whether assistance will
 
encourage regional development
 
programs. If assistance is for 
newly independent country, is it
 

furnished through multilateral
 
organizations or in accordance with
 
multilateral plans to the maximum
 
extent appropriate?
 



4. 	FAA Sec. 601(a); (and Sec. 201(f) 
for development loans). Information 
and conclusions whether assistance 
will encourage efforts of the country 
to: (a) increase the flow of inter-
national trade; (b) foster private 
initiative and competition; 
(c) encourage development and use of 
cooperatives; credit unions, and 
savings and loan associations; 
(d) 	 discourage mnopolistic practices; 
(e) improve technical efficiency of 
industry, agriculture, and commerce; 
and (f) strengthen free labor unions, 

5. 	 FAA Sec. 601(b). Information and 
conclusion on how assistance will 
encourage U.S. private trade and 
investment abroad and encourage 
private U.S. participation of 
foreign assistance programs 
(including use of private trade 
channels and the services of 
U.S. private enterprise).
 

6. 	FAA Sec. 612(b); Sec. 636(h). 

Describe steps taken to assure 
that, to the maximum extent 
possible, the country is con-

tributing local currencies to 
meet the cost of contractual 
and other services, and foreign 
currencies owned by the United 
States are utilized to meet the 
cost of contractual and other 
services. 

7. 	 FAA Sec. 612(d). Does the United 
States own excess foreign currency 
and, if so, what arrangements have 
been made for its release? 

a) Assistance provides essen
tial imports used for export 
production.
 
b) Assistance will support 
private sector production. 
c) N/A. 
d) Program utilizes ratiotial 
resource allocation among 
productive sectors thru 
Ministry of Commerce and 
Supply. 
e) Imports provided would 
allow fuller: utilization of 
industrial 3nd agric.capacity. 
f) N/A. 

To the maximum extent possible 
commodities will be for 
private sector, which includes 
some US companies. Where 
available many commodities 
will be purchased from US 
sources. 

Local currencies generated 
by previous CIPs are being 
used to support program 
operational costs.
 

No. 



B. FUNDING CRITERIA FOR NCN PFDEC ASSISTAN 

1. Nonproject Criteria for Security 
Supporting Assistance 

a. FAA Sec. 531. How will this 
assistance support promote econamic 
or political stability? Is the 
country among the 12 countries in 
which Supporting Assistance may be 
provided in this fiscal year? 

Ccnmdities provided will 
prote both economic and 
political stability by sup

porting focd, export and 
industrial production in 
modern sectors where majority 
of enfranchised population 
employed. 
N/A 

2. Nonproject Criteria for Development 
Assistance 

a. FAA Sec. 102(c); Sec. 111, 
Sec. 281(a). Extent to which 
activity will (1)effectively 
involve the poor in development, 
by extending access to economy at 
local level, increasing labor

intensive production, spreading 
investment cout from cities to 
small towns and rural areas; and 

N/A 

(2)help develop cooperatives, 
assist rural and urban poor to 
help themselves toward better 
life, and otherwise encoutage 
democratic private and local 
government institutions? 

b. FAA Sec. 103, 103A, 104, 105, 
106, 107. Is assistance being made 
available: [include only applicable 
paragraph - e.g., a, b, etc. -
which corresponds to sources of 
funds used. If more than one fund 
source is used for assistance, 
include relevant paragraph for each 
fund source.] 

N/A 

(1) [103J for agriculture, rural 
development or nutrition; if so, 

extent to which activity is 
specifically designed to increase 
productivity and income of rural 
poor; [103J if for agricultural 
research, is full account takan of 
needs of small farmers; 



(2) [1043 for population planning or
 
health; if so, extent to which 
activity extends low-cost, 
integrated delivery systems to 
provide health and family planning 
services, especially to rural areas
 
and poor; extent to which 
assistance gives attention to 
interrelaticrxhip between (A) 
population growth and (B) 
development and overall improvement 
in living standards in developing 
countries. Is activity designed to
 
build motivation for small families 
in program such as education in 
and out of school, maternal and 
child health services, agriculture 
production, rural development, and
 
assistance to urban poor?
 

(3) [1053 for education, public
 
administration, or human resources
 
development; if so, extent to
 
which activity strengthens
 
nonformal education, makes formal 
education more relevant, especially 
for rural families and urban poor, 
or strengthens management 
capability of institutions enabling 
the poor to participate in 
development; 

(4) [106] for technical assistance,
 
energy, research, reconstruction,
 
and selected development problems;
 
if so, extent activity is:
 

(a) to help alleviate energy
 
problem;
 

(b)reconstruction after natural or
 
manmade disaster;
 

(c)for special development
 
problem, and to enable proper
 
utilization of earlier U.S.
 
infrastructure, etc., assistance;
 



(d) for programs of urban 
development, especially small
 
labor-intensive enterprises,
 
marketing systems, and financial or
 
other institutions to help urban
 
poor participate in economic and
 
social development. 

(5) [ 107] by grants for coordinated 
private effort to develop and 
disseminate intermediate
 
technologies appropriate for
 
developing countries.
 

c. FAA Sec. 207; Sec. 113. Extent N/A 

to which assistance reflects 
(1)
appropriate emphasis cn: 


encouraginn development of democratic,
 
economic, .1litical, and social 
institutions; (2) self-help in meeting
 

the country's food needs; (3) improving
 

availability of trained worker-power in 
the country; (4)programs designed to
 

meet the country's heath needs; (5)
 

other important areas of econcic,
 
political, and social development,
 
including industry; free labor unions,
 
cooperatives, and Voluntary Agencies;
 

transportation and communication;
 
planning and public administration; 
urban development, and modernization 
of existing laws; or (6)integrating
 
women into the recipient country's 
national eccriy. 

N/A
d. FAA Sec. 281(b). Describe extent 

to which program recognizes the parti
cular needs, desires, and capacities of
 
the people of the country; utilizes the
 
country's intellectual resources to
 
encourage institutional development;
 
and supports civic education and
 

for effective
training in skills required 
and politicalparticipation in governmental 

processes essential to self-government. 



e. FAA Sec. 201(b)(2)-(4) and -(9); N/A

Sec. 201(e); Sec. 211(a)(1)-(3) and -(8).
 
Does the activity give reasonable 
prcmnise of contributing to the develop
ment of economic resources, or to the
 
increase of productive capacities and
 
self-sustaining economic growth; or of
 
educational or other institutions
 
directed toward social progress? Is it
 
related to and consistent with other
 
development activities, and will it
 
contribute to realizable long-range 
objectives? 

f. FAA Section 201(b) (6); Sec. 211(a) N/A

(5)(6). Information and conclusion on
 
possible effects of the assistance on U.S.
 
ecorcoy, with special reference to areas
 
of substantial labor surplus, and extent
 
to which U.S. commodities and assistance
 
are furnishpd in a manner consistent with
 
improving or safeguarding the U.S.
 
balance-of-payments position.
 

3. Nonproject Criteria for Development

Assistance (Lcans only) 

a.. FAA Sec. 201(b)(1). Information and N/A
conclusion on availability of financing
from other free-world scurces, including
private sources within the United States. 

b. FAA Sec. 201(b)(2); 201(d)

Information and conclusion "n (1)

capacity of the country to repay the
 
loan, including reasonableness of
 
repayment prospects, and (2) reasonable
ness and legality (under laws of country

and United States) of lending and
 
relending terms of the loan.
 

c. FAA Sec. 201(e). If loan is not
 
made pursuant to a multilateral plan,

and the amount of the loan exceeds
 
kI00,000, has country subMitted to
 
AID an application for such funds
 
together with assurances to indicate
 
that funds will be used in an
 
economically and technically sound
 
manner?
 



d. FAA Sec. 202(a). Total amount of
 
money under loan which is going directly
 
to private enterprise, is going to
 

intermediate credit institutions or other
 

borrowers for use by private enterprise,
 
is being used to finance imports from
 

private sources, or is otherwise being
 

used to finance procurements from private
 

sources?
 

N/A
4. Additicnal Criteria for Alliance for 

Progress 

Alliance for Progress assistance
CNote: 

should add the following two items to a
 
nonproject checklist.]
 

a. FAA Sec. 251(b)(l)-(8). Does
 
assistance take into account principles
 
of the Act of Bogota and Charter of
 
Punta del Este; and to what extent will
 
the activity contribute to the economic
 
or political integration of Latin America?
 

b. FAA Sec. 251(b)(8); 251(h). For loans,
 
has there been taken into account the
 
effort made by recipient nation to repm
triate capital invested in other countries
 

by their own citizens? Is loan consistent
 
with the findings and rec ne-dations of 

the Inter-American Cmnittee for the
 
Alliance for Progress (now "= I," the
 
Permanent Executive Committee of the OAS)
 

in its annual review of national develcp
ment activities?
 

3A(3) - STANDARD ITEM CHCKIST
 

Listed below are statutory items which rrmally will be covered routinely in
 

those provisions of an assistance agreement dealing with its implementation,
 

or covered in the agreement by exclusion (as where certain users of funds are
 

permitted, but other uses not).
 

These items are arranged under the general headings of (A) Procurement and (B)
 

Other Restrictions.
 



A. pRtJREMD 

1. FAA Sec. 602. Are there arrangements to 
permit U.S. small business to participate
equitably in the furnishing of goods and 
services financed? 

Yes 

2. FAA Sec. 604(a). Will all comdity 
procurement financed be from the United 
States except as otherwise determined by
the President or under delegation from 
him? 

Yes 

3. FAA Sec. 604(b). Will all commodities 
in bulk be purchased at prices no 
higher than the market price prevailing
in the United States at time of purchase? 

Yes 

4. FAA Sec. 604(c). Will all agricultural 
comdities available for disposition
under the Agricultural Trade Development
& Assistance Act of 1954, as amended, 
be procured in the United States unless 
they are not available in the United 
States in sufficient quantities to 
supply emergency requirements of 
recipients? 

N/A 

5. FAA Sec. 604(d). If the cooperating 
country discriminates against U.S. 
marine insurance ccmanies, will agree
ment require the marine insurance be 
placed in the United States on 
commodities financed? 

N/A 

6. FAA Sec. 604(e). If offshore procure-
ment of agricultural commodity or 
product is to be financed, is there 
provision against such procurement when 
the domestic price of such commodity 
is less than parity? 

Yes 

7. FAA Sec. 604(f). Are there 
arrangements whereby a supplier will 
not receive payment under the comodity 
import program unless he/she has 
certified to such information as the 
Agency by regulation has prescribed? 

Yes 



8. FAA Sec. 608(a). Will U.S. Government 	 Yes 
excess personal property be utilized
 
wherever practicable in lieu of the
 
procurement of new items?
 

9. MMA Sec. 901(b). (a) Copliance with 	 Yes 
requirements that at least 50 per centum
 
of the gross tcnage of cocmdities
 
(computed separately for dry bulk
 
carriers, dry cargo liners, and tankers) 
financed shall be transported on 
privately owned U.S.-flag commsrcial
 
vessels to the extent that such vessels
 
are available at fair and reasonable
 
rates.
 

10. International Air Transport. Fair 	 Yes-
Competitive Practices Act, 1974
 

If air transportation of persons or
 
property is financed on grant basis,
 
will provision be made that U.S.-flag
 
carriers will be utilized to the extent
 
such service is available? 

B. 	 OR RESTRICTICNS 

1. 	FAA Sec. 620(h). Do arrangments preclude Yes. 
promoting or assisting the foreign aid
 
projects or activities of Cmmnist-Bloc
 
countries, contrary to the best interests 
of the United States? 

2. FAA Sec. 636(M). Is financing prohibited Yes 
from use, without waiver, for purchase,
 
long-term lease, exchange, or guaranty of
 
sale or motor vehicle manufactured outside 
the United States? 

3. 	 Will arrangement preclude use of
 
financing:
 

a. 	 FAA Sec. 114 to pay for perfor- Yes. 
mance of abortions or involuntary
 
sterilizations or to motivate or 
coerce persons to practice abortions?
 
to pay for performance of involuntary
 
sterilizations as method of family 
pla 	ming or to coerce or provide 
any 	financial incentive to any person 
to practice sterilizations?
 



b. FAA Sec. 620(g). to compensate 
 Yes.
 
owners for expropriated nationalized
 
property?
 

c. FAA Sec. 660. to finance police Yes. 
training or other law enforcement 
assistance, except for narcotics programs? 

d. FAA Sec. 662. for CEA activities? Yes. 

e. App. Sec. 103. to pay pensions, etc, Yes. 
for military perscamel? 

f. App. Sec. 106. to pay U.N. Yes. 
assessment? 

g. App. Sec. 107. to carry out provisions Yes.
 
of FAA Sections 209(d) and 251(h)?

(transfer to multilateral organization
 
for lending).
 

h. FY 1982 Appropriation Act. Sec. 510. 
 Yes.
 
the export of nuclear equipment, fuel,
 
or technology or to train foreign nationals
 
in nuclear fields? 

i. FY 1982 Appropriation Act. Sec. 511. 
 Yes.
 
for the purpose of. aiding the efforts of 
the government of such country to repress
the legitimate rights of the populatin of 
such country contrary to the Universal 
Declaration of Human Rights? 

j. FY 1982 Appropriation Act, Sec. 515. Yes. 
for publicity or propaganda purposes
within U.S. not authorized by Congress? 



5c(l) - CUXTrf CEMCKIs 

Listed below are statutory riteria applicable generally to FAA funds, and 
Development Assistance and

criteria applicable to individual fund sources: 
Economic Support Fund. 

A. 	 Country Checklist, Part A-General Criteria 
for 	Country Eligibility
 

NO.1. 	FAA Sec. 481, FY 1984 Continuing 

Has it been determined or
Resolution. 


certified to the 	Congress by the 
President that the government of the
 

to take
recipient country has failed 
steps to preventadequate measures or 


narcotic and psychotropic drugs or
 
controlled substances (as listed
other 

of thein the schedules in section 202 

Comprehensive Drug Abuse and Prevention
 

which are culti.-Control Act of 1971) 
vated, produced or processed illicitly, 
in whole or in part, in such councry,
 
from being sold illegally within the 
jurisdiction of such country to United 
States Government personnel or their
 

dependents or from entering the United 
States unlawfully? 

2. 	FAA Sec. 620(c). If assistance is to No.
 

a government, is the government liable
 
as debtor or uncrnditicnal gutArantor
 
or any debt to a U.S. citizen for
 
goods or services furnished or ordered
 

such citizen has exhausted
where (a) 
available legal remedies and (b) the 
debt is not denied or contested by such
 

government?
 

3. 	 FAA Sec. 620(e)(1). If assistance No.
 

is to a government, has it
 
(including government agencies or
 

subdivisions) taken any action which
 

has the effect of nationalizing,
 
expropriating, or otherwise seizing 
ownership or control of property of 
U.S. citizens or 	entities beneficially
 
owned by them without taking steps 
to discharge its 	obligations toward 
such citizens or 	entities?
 

IVA
 



4. 	FAA Sec. 532(c), 620(a), 620(f),

620D; FY 1982 Appropriation Act 
Secs. 512 and 513. Is recipient 
country a Communist country? Will 
assistance be provided to Angola,
Cambodia, Cuba, Laos, Vietnam, Syria,
Libya, Iraq, or South Yemen? Will 
assistance be provided to Afghanistan 
or Mozambique without a waiver? 

5. ISDCA of 1981 Secs. 724, 727 and 730. 

For specific restrictions on assitance 
to Nicaragua, see Sec. 724 of the 
ISDCA of 1981. For specific restric
tions on assistance to El Salvador, see 
Secs. 727 and 730 of the ISDCA of 1981. 

6. 	FAA Sec. 620(j). Has the country 

permitted, or failed to take adequate
 
measures to prevent, the damage or
 
destruction by mob action of U.S.
 
property?
 

7. 	 FAA Sec. 620(l). Has the country 
failed to enter into an agreement 
with OPIC? 

8. 	FAA Sec. 620(o); Fishermen's Protective 
Act of 1967, as amended, Sec. 5. 

(a) Has the country seized, or imposed 

any 	penalty or sanction against, any
U.S. fishing activities in international
 
waters?
 

(b) If so, has any deduction required 
by the Fishermen's Protective Act been
 
made?
 

9. FAA Sec. 620(a); FY 1982 Appropriation 
Act Sec. 517. 

(a) Has the government of the recipient 

country been in default morefor than six 
montho on interest or principal of any 
AID 	loan to the country? 


(b) Has the country been in default 

for more than one year on interest
 
or principal on any U.S. loan under 
a program for which the appropriation
 
bill appropriates funds?
 

No.
 

N/A
 

No. 

No. 

No.
 

No.
 

At present Sudan is
 
not in arrears on 
loan repayments to 
A.I.D.
 

No.
 



10. 	 FAA Sec. 620(s). If contemlated 

assistance is development loan or 

from Economic Support Fund, has the 

Administrator taken into account 

the amount of foreign exchange or 

other resources which the country
 
country has spent on military
 
equipment?
 
(Reference may be made to the annual 
"Taking into Consideration" memo
 
"Yes, taken into account by the
 
Administrator at time of approval 
of OYB." This approval by the 
Admiristrator of the Operational
 
Year Budget can be the basis for an
 
affirmative answer during the fiscal 
year 	unless significant changes in
 
circumstances occur.)
 

11. 	FAA Sec. 620(t). Has the country 

servered diplomatic relations with 

the United States? If so, have 

they been resumed and have new 

bilateral assistance agreements 

been negotiated and entered into 

since such resumption? 


12. 	FAA Sec. 620(u). What is the 

payment status of the country's 
U.N. obligaticns? If the 

country is in arrears, were such 

arrearages taken into account b'y 

the AID Aministrator in deter-

mining the current AID Operational
 
Year Budget? (Reference may be
 
made to the Taking into
 
Consideration memo.)
 

13. 	FAA Sec. 620A; FY 1982
 
Appropriation Act Sec. 520.
 

Has the country aided or abetted, 

by granting sanctuary from prosecu
tion to, any individual or group
 
which has committed an act of
 
international terrorism?
 

Has the country aided or abetted, by 

granting sanctuary from prosecution
 
to, any individual or group which has
 
con itted a war crime?
 

Yes, taken into
 
account by the
 
Administrator at
 
time of approval
 
of Agency OYB.
 

The Sudan Government severed
 
diplomatic relations with the
 
U.S. 	in 1967, but such rela
tions were resumed in 1972. 
The 1958 Bilateral Assistance
 
Agreement was reconfirmed in
 
1971 and remains in effect.
 

SuRan was not considered to
 
have been in arrears on 
payments of its U.N. 
obligations at the time that 
the A.I.D. administration 
approved the FY 84 OYB. 

No.
 

No.
 



14. 	 FAA Sec. 666. Does the country 
object, on the basis of race, 
religion, national origin or sex, 
to the presence of any officer or 
employee of the U.S. who is present 
in such country to carry out economic 
development programs under the FAA? 

15. 	 FAA Sec. 669, 670. Has the country 
after August 3, 1977, delivered 
or received nuclear enrichment or 
reprocessing equipment, materials, 
or technology, without specified 
arrangements or safeguards? Has 
it transferred a nuclear explosive 
device to a non-nuclear weapon 
state, or if such a state, either
 
received or detonated a nuclear 
explosive device, after August 3, 
1977? (FAA Sec. 602E permits a 
special waiver of Sec. 669 for 
Pakistan.) 

16. 	 ISDCA of 1981 Sec. 720. 

Was the country represented at 
the Meeting of Ministers of 
Foreign Affairs and Heads of 

Delegations of the Nn-Aligned 
Countries to the 36th General 
Session of the General Assembly 
of the U.N. of Sept. 25 and 28, 
1981, and failed to disassociate 
itself frc the commique issued? 
If so, has the President taken 
it into account? (Reference may 
be made to the Taking into 
Consideration memo. ) 

17. 	 ISDCA of 1981 Sec. 721. See 

special requirements for assistance 
to Haiti. 

18. 	 BY 1984 Continuing Resolution. 

Has the recipient country been 
determined by the President to have 
engaged in a consistent pattern of 
opposition to the foreign policy 
of the United States? 

B. 	 FUNDING SOURCE CRITERIA FOR 
COUNTRY ELIGIBILITY. 
1. Develcoment Assistance Country 

Criteria
 

No. 

No. 

Sudan was represented at this
 
meeting and to date has not 
disassociated itself with the 
cmmunmique in question. This
 
action on the part of Sudan 
has been considered by the 
U.S. Government (see Taking 
into account memo dated 
January 15, 1982) in approving 
the Agency's FY 84 OYB. 

N/A
 

No.
 



a. FAA Sec. 116. Has the N/A 
Department of State determined 
that this government has engaged in 
a consistent pattern of gross 
violations of internationally 
recognized human rights? If so, 
can it be demnstrated that 
contemplated assistance will 
directly benefit the needy? 

2. Economic Support Fund Cntry 
Criteria 

a. FAA Sec. 502B. Has it been No. 
determined that the country has 
engaged in a consistent pattern of 
gross violations of internationally 
recognized human rights? If so, 
has the country made such significant 
improvements in its iiuman rights 
record that furnishing such assistance 
is in the national interest? 

b. ISDCA of 1981, Sec. 725 (b). 
If ESF is to be furnished to 

N/A 
This activity will provide 

Argentina has the President assistance using FY 84 ESF to 
certified that (1) the Government Sudan. 
of Argentina has made significant 
progress in human rights; and 
(2) that the provision of such 
assistance is in the national 
interests of the U.S.? 

c. ISDCA of 1981, Sec. 726(b). 
If ESF assistance is to be 

N/A 
This activity provides 

furnished to Chile, has the assistance using FY 84 ESF to 
President certified that (1) the Sudan. 
Government of CThile has made 
significant progress in human 
rights; (2) it is in the national 
interest of the U.S.; and (3) the 
Government of Chile is not aiding 
international terrorism and has 
taken steps to bring to justice 
those indicted in connection-with 
the murder of Orlando Letelier? 
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PreparJ: UUO/PO, USAlID 
021/84 

Attachaent A
 

U.S. COMODITY IMPORT PROSRAI
 
COUNTERPART PROJECT ACCOUNTS ILS)
 

U3 WZZ= ZanzZZ7S23ZZZSZ~ffW~Z-

Actual Actual Projected 
85/86 P6/07 AllocationRae of Project 81/22 82193 83/94 84/95 

Title. Ill Funded 255000
-Aq. Planning & Statistics 2550 
90000 700000 500000 2100000Sudan Seed Propagation 


180000 - Completed - 1o0000Yaabic Training Institute 

69000 b32000
Energy Planning &Hanagemmt 295000 152000 116000 

Health Constraints to Rural Prod. 135000 340000 213000 250000 15000 1095000 
Port Sudan Water Supply 1000000 No Further Funding 1000000 

245200 M5000 400000 90200 12904006eoaref Water Supply 
103M50 126750 1245400 t3ao0 650000SORMAR 1 

14030 306450 I3S1OM 176900
Juba Water k Sanitation 

116303 19048 No Further Funding 307251
Liter,.y Traiiinq 


Policy Analysis h elaiuemntZtiof 711000 1000000 1711000
 
5297652978Remit oi Sud Nit Abroad 

2500000
Sudan Rural Develop. Corporation 125M0000 125000 

33456003345600Roseires Dam S. 4 D.Control 
250000
2500oJonqlei Canal 


0000 N Further Fumdia. 250000
Adin. Support Fund ior Planning 150000 

208890 185040 1059930 422500 546360Halakal/Nasir Infrastructure 
11980057250 k2=0Upper Talanqa Tea Project 

20000 a0m00 100000 135000 335000Upper Talanqa AfforestatLon 
400000 40000000 40000OW 140000000Reqional Government Development 20000000 

43825300 167927229Total Prnqraased 1570000 30996071 47734488 43801430 

Attachment F 

U.S. COKOOITY IMnRT PROGRAM
 
ALLOCATION TO PROJECTS INTHE DEVELOPIIENT BOUGET (LS)
 

ProjectedJan-4unsProject 
1984 84/8 85/86 86/87 87/88 AllocationCode Name of Project 


2900000
1000000 1200000
1.8.2 Northern Region Ag. Scheme 700000 

17700 1295620
430760 50760 170700 170700
1.4.2 Jebel Harr& Rural Oeveoip Project 


1500000

1.13.4 Develop of Ous Arabic Production 500000 500000 500000 

1700000
5.11.1 Livestock and Hat Marketing 300000 400000 1000000 

9700000 9200000 22000 31922000600000
7.1.10 Sennar/Singa/El )auzin Road 80000 0 
4000000 19500000

7.2.19 Eitra Ordinary Haiatenacu 2000000 4500000 3000000 4000000 

13370700 4035700 56817620Total Programmed 0930760 14905760 16570100 
__uuuuazuw_._uanus_ -. , n"I Uwi 



AN4NEX D
 

Pr.lvarvd: UOU/N USA]D 

U.S. COMMODITY IMPORT PROGRAh 
02/28/84 

bUO6ETED FLOW AND UTILIZATION (LS1 

Actual Actual 
Item 81/92 823 63/94 84/85 85/e6 6087 Total
 

Local Resource Stneration 
650- -602 

650-K-603 

65-K-604-
650-K-606 FY 84 

650-K-60 FY 5 

Total Generated 

Projected OisfArteuent
 
Trust Fund 

Attachment A 

Attachment 8 


Total Proqramed 

cumulatiye Balance 

Estimated
 

USAID Administrative Costs 
Program Cist3:
 

Proqram Support 

Ag. Planning & Statistics 

Rural Renmewale Energy 

S. Manpover Development 
Yaabio Agricultural Research 
Energy Planning &Managment 
Blue Nile Sri' Rehabilitation 
Health Canst. to Rural Prod. 
Energy Policy & Planning 
Gedaref Water Supply 
SORIAR 1 
Roseires Dam 9 & 0 Control 
Maternal Health Feed/Nut Ed - SAWS 

'25576 16047103 6101978 294054&7 
3597840 10367993 46246383 

30609133 3900000 7760133 
79000000 78000000 

156000000 156000000 

7255796 51926293 55079904 117000000 156000000 ') 387260993 

1320000 6373900 17385000 12675000 IUbluuw 1012 0 58525900 
) 1570000 30996071 47734488 43801430 43825300 167927289 

"30760 14905760 1b570u00 1741040v 58817620 

132000 7943900 50311831 75315248 70982130 711397700 285270809 

5 5786 4991817 466252 9837000 17387874 101990174 10199017' 

U.S. COMMODITY IMPORT PROGRAM
 
COUNTERPART TZUT ACCKUT
 

Actual Atual Projected
 
81/62 82/93 83184 94/95 .5196 86i87 Requirement
 

685000 3750000 12473100 10000000 9000000 90000th) 44908100 

150000 200000 400000 300000 .5000u 25000 .1550000 
200000 440000 - Title. III Funded - 640000 

90000 - Title III Funoed -- 90000 
10000 198200 - Competed -- 29820 
40000 -40000 - j.apleted 

1410000 770000 21000) 
200M0 200000 200000 6000( 

40000 85700 131300 127000 100000 484000 
105000 - Completed 105000 

400600 400600 
200000 1808000 lOU000 912000 5720000
 
900000 900000
 
150000 240000 26000v 650000
 

Total 1320000 673900 17,18000 12675000 10610000 10162000 58525900 
uwmau= uusuiugunumuauuuau..umu nmUrua~uuu~g,--u 



Annex E
 

USAID KRARIaY, SUDAN
 
MISSION ORDER
 

USAID Order Number: AEM - 9 Original Issuance: February 23, 1983 
Amendment No.: 1 Amendment Date: 

Subject: Commodity Import Program - Mission Respcnsibilities. 

This Mission Order, as amended, designates the Office of the Controller as 
the overall coordinator for the Commodity Import Program, responsible for 
monitoring the performance of the four offices which share CIP 
responsibilities within the Mission. Each office will establish a listing of 
specific procedures for fulfil-ling these responsibilities. 

Economic Policy and Prcram Office (EEP) 

EPP is responsible for preparing the Program Assistance Approvwl Document 
(PAAD). In carrying out this responsibility, the Program Office reviews 
Sudan's economic situation, specifically its balance of payments position, so 
as to determine the most appropriate allocation of E funds and the ot 
essential camnoity import requirements. EPP also prepares any special 
covenants or ccnditions precedent to be included in the Program Assistance 
Grant Agreement (PAGA) which will enhance achievement of U.S. objectives. 

Project Operations Office (PO) 

P0 is responsible for the issuance of the PAGA. This includes drafting, 
negotiating, issuing, and distributing the PAGA. In regard to implementing 
the PAGA, PO has the following responsibilities: 

- In accordance with guidelines contained in STATE, 42612 (dated 
2/15/83), reviews proposed CIP transactions in excess of tl million which 
involve the construction, equipping, or alteration of a physical facility, and 
assists the Supply Management Office in determining their econcmic, financial 
and technical viability. 

- Programs counterpart funds generated from CIP procurement. This 
includes identifying, developing, monitoring, and non-financial reporting on 
projects and activities for which these funds are used. Financial reporting 
of counterpart funds not disbursed through .he Trust Account is also the 
responsibility of PO.
 

In addition to the above, PO also reviews and clears the PAAD and
 
implementation letters. 



Office of the Controller 

The Office of the Controller is responsible for performing reviews of 
arrival accounting and end-use monitoring to ascertain the effective arrival 
and use of CIP-financed commodities. The result of these reviews are reported 
to the Supply Management Office for action. 

The Office of the Controller is also responsible for mcnitorinx the
 
generation of counterpart funds due the Special Accounts. This includes
 
issuing billing documents to the GOS and establishing requirements for and
 
receiving GOS reports on deposits to/disbursements from the Special Account.
 

In addition to the above, the Office of the Controller reviews and clears 
the PAAD, PAGA, and implementation letters. 

Supply Management Office (&l) 

With the exception of those responsibilities assigned to other offices as 
discussed above, SMO is respcnsible for implementing the PAG4. SMD also 
reviews and clears the PAAD and PAGA. Specific SMO responsibilities include: 

- Initiate, control, and distribute Implementation Letters and Ccmzoity 
Procurement Instructions. 

-- Process Financing Requests for the issuance of committing documents. 

- Negotiate with the GOS specific allocations nf CIP funds, including
reallocation of unutilized funds and/or residual baiances, prior to expiration 
of the PAGA. 

- Approve individual transactions as a prior condition to issuing 
committing documents. 

- Provide guidance to importers in developing formal invitations for 
bids, informal requests for quotations, and, as necessary, prepare waivers.
 

- Assist the GOS in developing or amending import procedures and banking
requirements, as necessary, to ensure effective procurement of CIP-financed 
commodities..
 

- Maintain files for all CIP-financed transactions, including files for 
importers, suppliers, and specific caoities. 

- Assist PO in meeting STATE 42612 guidelines. 

- Investigate complaints by suppliers or importers regarding procurement 
irregularities (e.g., restrictive specifications, improper solictations, 
unjustified awards, etc.) and recommend corrective action to be taken. 

- Monitor the availability of USG excess property in regard to possible 
financing under CIP.
 

- Review Office of Controller reports on arrival accounting and end-use 
monitoring and take necessary action.
 

V\i ;' 



Distribution of CIP Documents 

The distribution of CIP-related documents is described below. 

Responsible 
Document Office Distribution 

PAAD EPP Forward draft to AID/W for
issuance and distributionl/ 

PAGA PO Original --P0 
1 - EPP 

1 -SO 
3 - Controller 
2 - AID/w GO 
5 - AID/W AF/PD/Ek
2 - AID/W AFEA (Isk) 
2 - REDSO/EA Director 
1 - RIG/IG/EA 
2 - GOS 

Implementation Letters SMO 	 Original - SMO 
1 - Controller 
1-PO 
3 - AID/W SER/COM 
3 -GOS 

Financing Requests 	 SM0 Same as Implementation Letters 

2/ 	 2/Commitment Documents 

(L/aCts, PA/PRs, etc.) 

S1ipirg Documents 3/ 	 3 

Arrival Accounting/ ONT Original - Controller 
End-Use Reports. 1 - Director 

1 -SW 

1/ 	 EPP ensures that copies within the Mission are distributed: 
1 - SMO; 1 - Controller, 1 - PO. 

2/ 	 Committing documents are generally issued by AID/W. Copies forwarded 
to the Mission should be route to the Ccntroller and SMD. Camittirg 
documents issued by the Mission are issued and 	distributed by the
 
Controller.
 

3/ 	 Shipping documents are distributed by the supplier. %10 should ensure 
that the Controller is included in the committing document for 
distribution of a copy of all shipping documents.
 



ANNEX F 

Program Implementation Plan 

FY 1984 FY 1985 FY 1985 

Activity ltar Apr May Jun July Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun July Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun 

I. Program Agreement Signed I-I 

2. PIL No. I isoued 

3. Cordltion Precedent Met I-I 

4. NBC Power Equizgaent 
A. Sccping out cxnioditles/TA 
B. RFP for TA issued/ 

prcposals received 
C. TA coYntractor selected 
D. Waiver of forml compe

titive bid procedures 
E. orders placed 
F. C mxities shipped 
G. Delivery Installation/ 

Training L 0M 

1-I 

1--

I- I 

I- I 

I 
I 

I 

x 

5. lubricants/Baseoils 
A. Orders placed (Sole 
B. Shipent/Delivery 

Source) I-I 

6. Tallow 
A. Tender Issued 
B. Evaluation/Award 
C. Shipment/Delivery 

I-I 
I-

I 

7. Industrial Inputs 
A. Solicitation of Offers 
B. Order. Placed 
C. Shipment Delivery 



FY 1984 FY 1985 FY 1985 

Activity Mar Apr Hay Jun July Aiug Sept Oct Nov Dec Jan Feb Mar Apr Hay Jun July Aug Sept Oct Nov Dec Jan Feb Mar Apr Hay Jum 

8. Jute Products 
A. Terder issued I-I 

B. Evaluation Award I-I 
C. Ship nent Delivery I 

9. Bdling Hooips 
A. Order Placed (Sole Source) I-I 

B. Shipment/Delivery -

10. Sudan Airways 
A. Direct L/C10M to Boeir g I-I 

--B. Shipment/Delivery I 

11. Iiiad Surfacing Equipment 
A. Specs. Developed 
B. Specs- Review by AID/W 

I I 
I I 

C. Tenders Issued 

D. Evaluat ion/Awards I-I 
E. Shipment/Delivery 

12. Sorghum Milli!N Equip. 

A.Kini-Feasibility Study 
B. Mission Feview/Apoval 
C. Specs. Developed 

I 
I-I 

:--I 
D. Specs Neview by AID/W 
E. Tenders/Issued _-----_ 

F. Evaluation/Awards 
G. Shipment/Delivery 

13. Regional Ag. Inpts 

I. Equipment L Implements 
A. g.eaurem/CS Develop.R~equirementsI-



FY 1984 FY 1985 FY '1985 
Activity Mar Apr May Jun July Aug Sept Oct Nov Dec Jan Feb Mar .. May Jun July Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun 

B. Dollar Allocations 
by HCKS 

C. Local Distributors 
Place Orders 

I-I 

D. Shipnent/Delivery 

11. Oil Refineries/Cold Storage 
A. HMii-Feasibility Study 
B. Mission Review/Approval 
C. Specs. Developed 
D. Specs. Review by AID/ 
E. Tenders Issued 

1 
I-I 

I--I 
I- I 

I- - I 
F. Evaluation/Awards 
G. Shipnent/Delivery 


