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ABSTRACT

In deciding on a topic for this thesis the writer
was influenced by his deep interest in the field of eco-
nomic development in underdeveloped countries, and by
his natural inclination to write about an economic issue
pertaining to his country. After considering several
possible topics on the Sudanese economy and with the val-
uable help and advice of Professor B. Daouk, the writer
finally mede up his mind to write about Investment and
Finsncial Resources in the Sudan's Ten-Year Plan of
Economic and Social Development 1961/62 - 1970/71.

This work falls in five chapters. The first
chapter deals with economic planning in underdeveloped
countries which is the framework of the whole study.
This chepter briefly discusses the need for planning in
underdeveloped countries, the political influence in
economic planning, and the major problems of planning
economic growth in underdeveloped countries.

The second chapter generally surveys the econo~
my of the Sudan. It covers the traditional and the
modern economic lnfivities and the role of the public
and the private sectors in the Sudanese economy. Final-

ly the major characteristics of the economy of thelsudan
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are summarized and the objectives of the Ten-Year Plan,
as formulated by the Planning Organization, are pointed
out.

The third chapter deals with investment in the
period of the Plan. However, the major criteria for
determining priorities of investment projects relevant
to underdeveloped countries are discussed in a brief
introduction. The fourth chapter is reserved for the
financial resources in the Sudan's Ten-Year Plan. It
begins with a short introduction on financing economic
development plans in underdeveloped countries.

In the fifth chapter the Sudan's experience in
economic planning is outlined, the results of the first
three years of the Plan are critically discussed and
the whole Plan is generally evaluated with special em-

phasis on the major sources of weakness in the Plan.
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CHAPTER I

INTRODUGCTION: ECONOMIC PLANNING IN

—___——_-——————_—_'—"

UNDERDEVELOPED COUNTRIES

Economic planning in underdeveloped countries is an
urgent need dictated by the miserable living conditions in
these countries. Although underdeveloped regions show a
diversity of economiic conditions, they, nevertheless, share
certain characteristics implicit in the definition of under-
development itself. Some of these characteristics are:

1. Low per-capita income and low propensity to save;

2. Subsistence economy with the agricultural sector
dominating the scene and investment chanelled mostly into
extractive industries. This is well reflected in the eccu-
pational distribution of underdeveloped countries' popula-
tion. In the Sudan, for instance, some 86 per cent of the
working population live on land;

%, Primitive and backward techniques used in the
different productive sectors, particularly in agriculture
and industry; and lack of the entrepreneunial class;

4, Market imperfections;

5., High rate of population growth relative to the
rate of economic progress;

6. Relatively high propensity to import;

-1



7. High percentage of illiteracy;

8. Poor transport facilities;

9. Inequalities in income distribution.

The iiving conditions in underdeveloped countries
look worse, and the need for planning becomes more urgent,
when compared to those in advanced countries., While in
the United States of America, for instance, the per-capita
income was about $1800 and in each of the United Kingdom,
Canada, France, West Germany, Australia and New Zeamland,
per—-capita income was about $1000; the per-capita income
of India was only 360,l and that of Sudan was only about
#90 in 1960/61. "According to international standard, per-
capita income of less than $100 is considered as sub-human."®
About two thirds of the world population live in countries :
which can be called underd eveloped.

Many of these countries have attained their poli-
tical independence recently, most of them after the secamd
World War. The political leaders, after independence,
found themselves up against socio-economic factors that led
to stagnation or deterioration in the living conditions of

their people. The market forces in these countries tended

lK. Bhattacharyya, Indian Plans: A Generalist
Approach (Bombay: Assia Publication House, I§B§5, pP. 4.

2Ibid., p. 3.



to be working in the direction of increasing internal
and international inequalities in income and wealth.
Thus to dynamise a stagnant society and to push for-
ward a declining economy required the formulation of
comprehensive social plans of which the economic plan
is only a part.
Baldwin defines social planning as follows:

Social planning is the limiting or shaping of all

or part of the relationships among individuals or

groups of individuals, in accordance with some

design however determined. The essential charac-

teristic of social planning 'is pattern-making',

or in Whittaker's words 'subordination of indi-

viduals' or groups of individusls' wills to

social plan of action.3

Within the social plan suthorities on development

make varied emphasis on the role of economic planning.
Baldwin considers economic planning as a means of alloca-
ing the scarce resources at our disposal so as to yield
the greatest satisfaction, and economic planning can never
be carried on except within a social framework.“ According
to Myrdal, an economic plan is "a programme for the strategy

of a national government in appiying a system of state in-

5G. Baldwin, Economic Planning: Its Aims and Impli-
cations (Urbana: The University of IﬁIionoIs Press, Igﬂgi,
p. 1L, .

LI‘Ibidn’ pp. 11-120



terferences with the play of the market forces, thereby con-
ditioning them in such a way as to give an upward push to
the social process.'5 Ghosh thinks that social conditions
in underdeveloped countries hinder their economic progress,
and "the changing of the motivation-pattern of a society
cannét be left to a few private entrepreneur here and there.
It has to be planned ... And without such change in the mo-
tivation-pattern of society lasting progress ... is not

possible.“6

Kindleberger emphasizes the role of the govern-
ment in the early stages of economic development. He states
that the government's role is not confined to filling the
vacuum left by the private market and its institutions; at
a minimum there is need for social and economic over-head
capital, the basic facilities which must be provided and
whose benifits are difused so widely that it is impossible
equitably to collect all the costs by charging direct users.7
Once the development process has begun in a country,

according to Hirschman, as quoted by Kindleberger, planning

5G. Myrdal, Economic Theory and Underdeveloped
Regions (London: lMethnen Co. 1td., 1956), p. 79.

60. Ghosh, Problems of Economi in Indi
(Allahabad: Leader Press, 1957), PP. §3§%t.

7Gn. Kindleberger, Economic Development, (Tokyo:
Kog‘kush‘ Co. ltd-’ 1958), Pe .



8 It is aifficult, however,

has very little to contribute.
to draw the line, if at all, where planning should be given
up in the process of economic growth; but the intensity and
the level of government interferences might change as the
economy progresses. The issue nowadays is not to plan or
not to plan. It is rather how to plan and to what extent
should the govérnment in an underdeveloped country involve
itself directly or indirectly in economic activities. This
leads us to the problems of planning which usually, turn
out to be of political nature. As Balwin put it, "economic
theory has little to say on the desirability or undesirabi-
1lity of planning; the political and ethical factors assume
a preponderating in.fluence."9

The only way to devélop economically and socially
is by withholding a sizeable part of real income in favour
of investment. The people in underdeveloped countries, as
mentioned before, have very small per-capita incomes, and
therefore, a small propensity to save; but, at the same
time, they aspire to higher standards of living. It is
difficult to make people with very low income consume less
so0 as to invest more. 'Myrdal said:

8Ibid., p. 145.
%. Baldwin, op.cit., p. 63.



It becomes even more difficult, in so far as
democratic forms of government are being adopted
giving the vote to the masses ... The type of
restricted democracy has in our days lost its
appeal. The underdeveloped countries have to go
all the way to full democracy with universal suf-
frage. Underdeveloped countries thus need real
democracy even at this early stage to break down
the existing impediments to economic development;
but undoubtedly democracy at the same time, makes
it more difficult for governments to hold down
the level of consumption in the degree necessary
for rapid development. The tendency toward dyna-
mic dictatorships of fascist or communist type,
visible in most parts of the underdeveloped world,
should be viewed in the perspective of this poli-
tical dilemma.lO

Real democracy, though Myrdal has not defined it,
ig difficult to attein under the sociel and economic con-
ditions prevailing in underdeveloped countries. Many
social, economic and political institutions need urgent
reform, and several basic social services must be render-
ed to the public at large before one can speak of achiev-
ing real democracy in underdeveloped countries. "The prin-
ciple of planning, however, does not imply an eppesition to
capitelism (or Western democracy) or an acceptance of the
principle of socialism, but it is the naturasl outcome of

circumstances prevalent in the region (underdeveloped

10g, Myrdsl, op.cit., p. 83.



regions).“ll It is worth mentioning here that Western de-
mocracy has failed so far to solve the problems of under-
developed countries, and in many of them its practice has
been given up. The form of government that suits under-
developed countries to solve their persisting problems re-
meins a puzzle to be solved. As far as economic theoxry

is concerned Baldwin holds the point of view that:

It mekes little difference to the theoretical
solution of the economic problems whether the
aims of planning are determined authoritatively
or democratically. Whatever the scale of
values be that is laid down as a given datum,
the allocation of the factors of production
in accordsnce with that scale of values will
be the same theoretically, will follow the
same general principles ... The difference
practically would be in the relative propor-
tions of the factors of production which
would be allocated to various industries in
accordance with the ends postulated.l2

After recognising the influence of political fact-
ors in the whole process of economic planning, I shall
turn now to discuss briefly some of the major problems per-
taining to economic planning in underdeveloped countries.

The first problem for planners to deal with is the balanc-

_IIE. Elbrawy, "Some Problems of Economic Plan ning
in the Middle East with Specisl Reference to Lgypt", IMiddle

East Economic Pagers 12§§, ed. ¥. Seyigh (Beirut: Economic
esearc stitute, erican University of Beirut, 1954),
p. 27,
© 12p4)4awin, op.cit., pp. 65-66.



ing of aims. The maximumization of the rate of economic
growth is not the only goal for eny nation. This goal must
be balanced against other national objectives. The govern-
ment cannot reduce its current services beyond a certain
limit to finance productive investment without adversely
affecting the present general standard of living. For the
same reason the government cannot increase its taxation
beyond a certain limit. Given the political and the social
set-up, planners have to decide on the degree of sacrifice
the present generation can tolerate in favour of the coming
ones.

A second aspect of the problem of balancing the
goals of the nation is the likelihood of the incompatibili-
ty of economic growth with the reduction in the inequality
of income distribution. Taxing the rich excessively to
provide services for the poor might adversely affect the
jncentive to invest of the former and reduce their propen-
sity to save.

The third aspect of this problem concerns unemploy-
ment. In underdeveloped countries unemployment, open or
disguised, is a grave social problem causing a continuous
headache to the state. If the state decides to offer em-
ployment to all who wish to work and allocates the limited
resources for this purpose, output is most likely to be



negatively affected. In fact to plan in order to achieve
full-employment or to maximize output is a controversy not
settled yet. Full employment might be desired for social
and political reasons, but maximization of output is a
matter of purely economic nature.

As Kindleberger put it: "in the final analysis,
the choice between maximum output'and maximum employment
is not one which the economist can make, although he may be
able to tell the political decision-makers how much of one
must be given up for a fixed amount of the other."13 Thus
planners have to reconcile these two conflicting aims,
giving the various social, political and economic factors
their due weights. Finally economic growth as a goal must
be balanced against other social purposes: For instance,
military strength, or communications for the sake of fur-
thering national unity, might be needed socially and poli-
tically, but economically unjustified.

The second major problem of planning is the distri-
bution of investment projects among different regions in
the country. Economic rationality is usually shattered in
the tug-of-war between regions for the limited resources

available for investment. The regions constituting an

13¢indleberger, op.cit., pp. 177-178.
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underdeveloped country usually vary widely in backwardness
and their resource endowment. Bearing in mind the weak
forces binding these regions into one nation, compromise,
at the expense of economic rationality, in the distribution
of investment projects to be included in the plan, might
become the only course to maintain the unity of the nation.
The Congo Leopoldville crisis and to some extent the South-
ern Sudan issue, are menifestations of this problem.

The third problem of planning is the poor statis-
tical information svailable to the planning body. This is
particularly relevant to the pioneer attempts at planning.
The incompleteness of statistical information should not
preclude planning. Planners will find themselves obliged
to make the best estimate of facts to meke their decisionse
Peter Glark, a member of the three-men economic advisory
team involved with the preperation of Nigeria's first na-
tional plan, points out the difficulties related to this

problem, He says:

In many areas information was negligible or incom-
plete. No backlog of information existed in the
files of the planning orgenization. Data had to
be systematically gathered, interpreted, and pro-
cessed into a usable form. All estimating tools -
capital-out ratios, value added coefficients,
lsbour intensivity measures, population growth
rates, indexes of agricultura productivity,
foreign exchange compoments or measures of the
spresd in domestic market rates of interest - has



o dx u

to be constructed by the planners during the
exercise itself. This meant that the plan pro-
jections and growth models were never formula-
ted directly or exclusively by plugging standard
ratiogninto the aggregative national income fig-
ures. ‘

This problem is sggravated in some underdeveloped
countries, to sey the least, by the fact that the native
members in the planning body who are supposed to be acg-
uainted with their country's economy are not gqualified
enough to make intelligent éuessea. They cannot adequate-
ly make up for the aﬁortago of the data. The foreign ad-
visors to the planning body, having limited knowledge of
the country's economy, are of little help in this regard.
The best way to deal with this problem seems to have a
flexible plan. Thus wrbng interpretations of data and nom-
realistic estimates based on erroneous hunch can be correct-
ed without seriosly shaking the whole plan.

Another problem of planning relates to the techno-
logy to be used in underdeveloped countries. The problem
is whether underdeveloped countries should imitate advanced

countries and use their up-to-date capital intensive tech-

L%B; Glark, "Economic Planning for a Country in
Transition: Nigeria? Pla onomic Development, ed.
E. Hagen (Homeland, IilIno?s,: Efcﬁgia D. lrwin, Inc.,

1963), p. 267.



nology, or follow a different course. It is hard, however,
for underd eveloped countries, with the poor scientific
and technical standard they have, to be able to innovate
and to introduce a technology of their own. They have, it
seems, for a long time to come to accept the technology of
the advanced countries. The planners have to look for the
possibilities of using second hand capital equipment or
those which have been considered obsolete by the advanced
countries; and encourage industries which by their nature
tend to be relatively more labour-intensive, like the tex-
tile industry.

The most important problem of planning concerns the
allocation of resources to different sectors for development.
Development is an all-sided task. Agriculture, industries,
transport, social services, all need to be simultaneously
developed. It is not possible to develop industries with-
out promoting agriculture, nor is it possible to develop
industries without providing for transport. "Unless the
target in each sector is properly matched, very soon bottle-
necks will ensue ... Matching of targets, that is avoiding
of over or under-production is the acid test of sound plan-

ning".15 This, however leads us to the so called 'balance

153hattacharyya, op.cit., p. 15.
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versus prioritioa'l6 issue. The concepts of balanced
growth and investment priorities are two strategies of
growth., The case for balanced growth assumes that "bottle-
necks are fairly evenly spread through out the economy,
that to break eme would advance the economy only a short
distance before a new one is encountered, and that bottle-
necks must therefore be attacked on a broa&irront.“l7

On the other hand investment priorities, or the
big push as it is sometimes called, "support rests impli-
citly on a different view of bottlenecks, that these bind
deeply but are widely spaced. After breaking through a
bottleneck, the economy will develop momentum of its own
which will carry it a considerable distance until the next
one is encountered .... New investment is needed where
capital earns the highest return, or where shortages at

w18 Singer, special

existing prices are the most serious
advisor to the United Nations Under-Secretary for econo-
mic and social affairs, asserts, that "the appreach via
'balanced growth' or the 'big push' is not promising in

Africa because these countries are too poor, too small,

16K1ndleberger, op.cit., pp 149 - 167,
171vid., p. 160.
181bid., pp. 160 - 161.
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too unintegrated. They simplly do not have the resources

or environment for a big push."19 The atternative, ac-
cording to Singer, is to think in terms of individual sec-
tors or even proaects.20 Thus planners in underdeveloped
countries will have to decide on a strategy for development,
and this will reflect itself on the sectoral distribution
of the planned investment.

The problems of economic planning are several, and
to deal with them thoroughly will command a study by it-
self. For the purpose of this thesis it suffices to note
that the process of planning is encompassed by various
problems at its different stages. Directly relevant pro-
blems to the purpose of this thesis will be dealt with in
subsequent chapters.

In the next chapter I shall deal with the charac-
teristics of the Sudanese economy and the objectives of the

Ten Year Plan of Economic and Social Development, 1961/62 -
1970/71.

19H.H. Singer, "An Approach To Economic Planning and
Economic Priorities in Africa,"™ Sudan Economic and Financi
Review, ed. Ministry of Finance an onomic rtoum: sy Pole

201h14. .



CHAPTER II

CHARACTERISTICS OF THE SUDANESE ECONOMY AND
THE OBJECTIVES OF THE TEN-YEAR PLAN OF
ECONOMIC AND SOCIAL DEVELOPMENT
1961/62 - 1970/71

The Sudan is a vast country of about one million
square miles in area. Apart from the Red Sea Hills ris-
ing some 1000 metres in the East, Nuba lMountains in the
central West, Jabel lMarra range of mountains rising some
3000 metres further West, and Imatongs lMountains on the
Ugandan border, the Sudan is a plain country sloping
gradually from South to North and from West and East
towards the River Nile. It is surrounded by eight Afri-
can countries and it has only one sea outlet at Port
Sudan on the Red Sea.

The population of the Sudan numbered about 12
millions in 1961/62, the first year of the Plan. The
first national census was carried out in 1955/56 and
then the population was estimated at 10.3 million. The

estimated rate of population growth is 2,8 per centl,

1The Economic Planning Secretariate, The Ten Year-

onomic and Social Develooment 196
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and this rate is assumed for the whole perioed of the Plan
1961/62-1970/71. It is obvious that, areawise, the Sudan
is sparely populated with a national average of 4,1 per-
sons per square kilometer, but the distribution over the
country is?gﬁon. The country is administratively divid-
ed into nine provinces namely, Bahr El Ghazal, Blue Nile,
Darfur, Equatoria, Kassala, Khartoum, Northern, Upper
Nile and Kordofan; with the central Government located
in Khartoum, the capital city of the country. Table I
ghows the distribution of the total and economically ac-
tive population of the Sudan among the nine provinces.
In 1956 about 92 per cent of the population, as Table I
shows, lived in rural areas. No detailed information on
the rural-urban distribution of the population in 1961
is available. Although urbanization process was taking
place in the period 1956-1961, there is no reason to ex-
pect that the distribution of 1956 was drastically al-
tered. A striking feature of Table I is that urban po-
pulation in 1956 was comparatively very small in the
most backward provinces of Southern Sudan namely Bahr

El Ghazal (2 percent), Equatoria (2.4 percent), and Up-
per Nile (1.1 percent) while the percentage of econo-
mically active population in each of these provinces was
relatively high. The reasamn for this is that in the



-1 -

traditional sector of the economy, which includes almost
the whole population of the three southern provinces and
the larger part of the population of Darfur, Kordofan
and Kassala provinces, primitive techqﬁdues of production
which provide jobs for most members of the family are

used.



And Economically Active Population Among The Nine
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TABLE 1

Distribution of Total af® Population (Urban and Rural)

Provinces of the Sudan: 1956 & 1961

(In 000 persons)

1956 Census 1961
Province Total Population Economic Active®| 1 ... | Econo-
Urban® |RuralP | Total In % of | Ppopul-| mic
Total ation | Active
it
Bahr E1 Ghazal 17 974 991 561 5548 1157 646
Blue Nile 134 1926 2070 820 39.2 2398 936
Darfur 54 1275 1329 762 56.9 1539 875
Equatoria 22 881 903 529 57.2 1050 607
Kassala 149 792 941 389 40.9 1097 446
Khartoum 225 250 505 184 36.4 584 212
Northern 88 785 873 250 28.6 1014 290
Upper Nile 10 879 889 433 48.1 1038 490
Kordofan 115 1647 1762 931 52,6 2052 1070
Sudan 854 9409 | 10263 4859 - 11929 5572
\ 46 Sources The Economic Planning Secretariat, The Ten Year Plan,
p .

aLarge and Small towns.

bIncluding in total 1.4 million nomadic.

CRased on revised census.

d
reSpectivgiy.

les are slightly in excess of females, 6029 and 5899 thousands



- 18 -

Below latitude 14 degrees, rainfall is sufficient
for grain cultivation and the population distribution is
rather even from East to West. One fifth of the popula-
tion live in the central area where cotton is cultivated
by modern means of irrigation. To the north of latitude
14 degrees rainfall is insufficient for grain cultivation
and people are concentrated near the River Nile practis-
ing sgriculture or rearing sheep and camel in the poor
savanna and semi-desert areas.

The Sudanese economy depends at present mainly,
not to say wholly, on two natural resources, namely ag-
ricultural and pastoral land, and water, Although about
one third of the area is deemed suitable for cultivation
or grazing, its effective utilization is limited by the
availability and control of water. The assessment of
mineral resources is incomplete and serious search for
them has not yet been undertaken. However, initial ex-
ploratory work has indicated the presence of high grade
iron-ore and magnesite in the Red Sea Hills and in the
South of Kordofan Province; and of capper and uranium in
the districts on the borders of the Provinces of Darfur
and Bahr El Ghazal. The utilization of these depésita
commercially is carried out on a very small scale due to
the incomplete knowledge of the existing deposits, the
difficulties of tramnsport and lack of organization. It
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is expected that major steps in the search for and ex-
pleitation of mineral deposits would take place after
the decade of the Plan. Industrial activity, though
growing, is still?ﬁn insignificant contribution to the
national output. Table 2 shows that mining, manufactur-
ing and public utilities contributed only 2 per cent to
the gross domestic product of 1960/61.

TABLE 2
Composition of Gross Domestic Product in the Sudan
By Economic Sectors in 1955/56 and 1960/61
(In Percentages of Total G.D.E.)

Sector 1955/56 | 1960/61
1. Agriculture, livestock, forestry, 61 57
fishing
2. Transport and distribution, banking 14 15
3, Mining, manufacturing, public uti- 1 2
lities
4, Building and construction 6 7
5, Crafts, domestic and miscellaneous 12 11
services
6. Administration and social services 6 8
Gross Domestic Product 100 100

Source: The Lconomic Planning Secretariat, The Ten-Year
Plan, p. 13.
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Thus economic activities in the Sudan are basic~-

ly agricultural and pastoral with land and water as the

main sources of production and income.

substantiates this generalization.

TABLE 3

Occupational Distribution of The

Labour Force in The Sudan 1955/56

Table 3 further

Males Females Total |In %
- Labour
:n ﬁﬁousands Sonks
Pastoral Activities:
1. Farming, bhunting, fish- | 2207 1048 3255 -
ing, forestry
2. Animal husbandry 837 63 900 -
1+ 2 3044 1111 | 4155 85.76
Manufacturing 63 | 178 241%|  4.97
Construction 31 - 31 0.64
Commerce 92 8 100 2.06
Transport 31 - 31 0.64
Services 177 46 223 4,61
Unclassified 54 10 o4 1.32

Source: The Economic Planning Secretariat, The Ten Year

Plan, p. 27.

8 ibhout 145,000 are working in subsidiary occupations.
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The economy can be divided into two parts:the
traditional part and the modern one. Traditional econo-
my is defined as the part in which the means of produc-
tion are simple and primitive with direct consumption
absorbing the major part of the produce leaving a very
small portion for market exchange. Although tradition—
al and subsistence are often used as interchangeable
terms, the latter strictly means production for consump-
tion within the household. For the purposes of this
thesis, however, subsistence sector is considered as
part of the traditional one.

In one of the United Nations publications it
is stated that:

"More than half the population of the Sudan is
engaged in subsistence production taking some
80 per cent of the cultivated area ... The
main commercialized sections are in Kartoum-
Gezira (Blue Nile Province) ares and along the
river end rail lines which ere concentrated in
the north-eastern quarter of the country. Com-
mercialization in other regions is spotty and
of veried degrees."2

2United Nations, Economic and Social Council

Bureau of Economic Affairs, Structure and Growth of Se-
iactsg Arr%dan Lconomies (ﬁ/ZIB? Bt/E0S/57) (aew York,
’ p. -
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Subsistence economy is based on rainfed cultiva-
tion of food crops particularly sorghum (dura), the
staple food grain in the country, and pastoral activities.
Animel and animal products, dates, oilseeds are partially
subsistence products. Family is the chief form of social
and economic organization in the subsistence sector. In
1955/56 “"the analysis of the budget studies suggested
that some 38 per cent of the consumption expenditure of
the country as a whole consisted of subsistence transac-
tions“.3

Due to the relative abundance of land, the size
of the farm is limited mainly by the available labour
force in the family unit. The need for cash is confined
to ceremonial expenses, payment of taxes and tributes
and to buying limited quentities of consumer goods such
as sugar, tea, soap and salt. Thus "the elasticity of
supply of goods or labour for many a subsistence unit
is negative. This is particularly true for a number of
nomadic tribes in the west and the south who attach
great social value to their herds and would sell less,

should prices increase.““

_33.G. Kleve, "The Share of Subsistence Transac-
tions in the Economy of the Sudan," Sudan Economic And

Fi jal Review (A special issue No. ed. stry
of i%%ance and iconomics (Khartoum: 1962) p. 1ll4.

4United Nations, op.cit., p. 173.
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The subsistence sector is a stagnant one balanc-
ing the natural growth of population by expanding the
area cultivated or grazed. During the period 1955/56~-
1960/61 the output of the traditional part of the eco-
nomy, which includes the subsistence sector had been
growing at an annual rate of 3 per cent5 and the nation-
al rate of population growth has been officially assumed
to be 2.8 per cent per annum. The rate of population
growth in the traditional sector, particularly the sub-
sistence one, tends to be greater than the national
average in spite of poor nutrition and limited medical
gservices available. Social and economic factors work
towards enlarged families in these communities. For
social reasons it is normal for males to get married at
the age of eighteen and for females at the age. of twelve
and plogamy is a general practice. The family, as men-
tioned before, being almost & self-sufficient unit in
the subsistence sector with land abundant would natur-—
ally welcome increasing its members. Hence it is most
likely that the benifits of growth would be absorbed
completely by the increase of population in this sector.
There is also enough margin of doubt to fear that this

sector is not only stagnant but regressing. However

5Tho Economic Planning Secretariat, op.cit., p. 13.
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great potentislities still exist in the resources of
the traditional sector.

The reslization of the great potentialities in
the resources of the traditional sector requires, as &
prerequisite, transport facilities to carry the produce
to domestic and foreign consumption centers, and to in-
crease the inflow of goods and services of various types
to these communities. The introduction of market ex-
change to the people of the traditional sector will
change their motivation-pattern in ways conducive to
economic and social development. This process of com~-
mercialization is teking place already but at a very
slow pace. Table 4 shows a graduslly felling trend for
the share of traditional activities, including the sub-
sistence ones, in the gross domestic product over the
period 1955/56 - 1963/64. Although it is difficult to
draw the demarcation line between the traditional and
modern parts of the economy because of insufficient
statistical data,6 one can safely say that the rate of
commercializing the traditional sector is far from being

satisfactory.

6The first attempts into estimating national pro-
duction snd expenditure were carried out for 1955/56.
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TABLE 4

Growth of Gross Domestic Product in the Traditional and Modern Sectors,

e R e

And Population in the Sudan 1955/56 - 1963/64

G.D.P. and Population | 55/56 56/57 57/58 58/59 |59/60 60/61 61/62 62/63 63/64
I, G.D.P. at factor
cost in current
prices (LS million) . .
1. Traditional 160.3 164.4 170.0 |174.2 180.9 187.2 193.3 199,7 206.3
2e Modern HN&-@ 148.2 Hm.ﬂt@ Hﬁow HOU.N HO.-N.O NPH.& ﬂo.wnb NO&.O
Total wah—.ow 312,.6 wo‘woo 318.5 Wm—.@o..—. 354.8 §¢0 L.O-NOH L.OOQO
II, G.D.P. at factor
cost in ocuam:d
prices in % 2
1, Traditional 5643 52.7 55.2 54.7 52,3 52.9 47.8 49,1 50.3
2. Modern 43.6 47.3 44,8 45,3 47,7 47,1 52.2 50,9 49,7
Total 100.0 100.0 100.0 |[100.0 100.0 100.0 100.0 100.0 100.0
ITYL. vovchwnosﬁzwwp.v 10.36% 10.657 10.,957] 11.267 11.585 11,928 12,264 12,610 12,965
G.D.P.Per head(LS) 27.42 29,30 28,10 | 28.30 29,70 29,70 33.00 32.30 31.60
Iv. G.D.P. at constant
Hoop\mm prices - 319.1 312.2 325.0 { 350.6 354.7 404.6 405,0 N.A.

Source:

Khartoums:

1965).

H:m Wno:cjkn Planning Secretariat, Ihe Ten Year Plan and

Ministry of Finance and



G.D.P. and Population |55/56 | 56/57 |57/58 _an\oo _ua\S _B\S _S\B 62/63 | 63/64
. -
1. G,D.P. at factor
cost in current
prices (LS million)
1., Traditional 160.3 164.4 170.0 |174.2 180.9 187.2 193.3 199.7 206.3
2. lodern 123,9 148.2 137.9 |144.3 165.2 167.6 211.3 34.& 203.6
Total 284.2 | 312.6 | 307.90 [318.5 | 346,21 | 354.,8 | 404.6 | 407,01 | 409.9
11, G.D.P. at factor
cost in n:u.nms.n
prices in ¥
1. Traditional 56.3 52.7 55.2 54.7 52.3 52.9 47.8 49,1 50.3
2. Modern slﬂ 47.3 44.8 45.3 47.7 47.1 go» gl‘ sdﬂ
Total 100.0 100.0 100.0 J100.0 100.0 100.0 100.0 100.0 100.0
I1I. Population(Mill.) 5.1 10.657] 10,957 nn.»@LF 11,5851 11.928] 12.264 | 12.610 | 12.965
G.D.P.Per head(LS) 27.42 29,30 28.10 | 28.30 29.70 29,70 ﬁr!uwos 32.30 31.60
iv. G.D.P, at constant
noow\o» prices - 319.1 312.2 «0 350.6 354.7 404.6 405.0 N.A.

Sources The Economic Planning Secretariat, The Ten Year Plan and Ministry of Finance and
Economics, Economic Survey 1964, (Khartoum: 1965).

8percentages are mine.
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Turning to the modern sector of the Sudanese
economy we find that this sector had been growing at an
average annual rate of about 6.5 per cent7 during the
period 1955/56 - 1960/61; a rate which is slightly more
than double the three per cent rate of growth of the
traditional sector mentioned before. As a result the
total gross domestic product had been increasing by
annual average rate of 4.7 per cent and the gross domes-
tic product per head by an snnual average of two per
cent during 1955/56 - 1960/61. One quarter of the po-
pulation in 1960/61 shared the benifits of the modern
aector.e

The activities of the modern sector cover agri-
culture, livestock and forestry, industry, transport
and distribution, social services, banking and foreign
trade. Although no survey of the land potential has been
mede, it has been roughly estimated that the potentially
productive land would be over 100 million acres of which
only slightly over 7 million acres are cropped,at prosont.g

As mentioned before the inadequacy of ntqﬁod water is the

7Phe Economic Planning Secretariat, op.eit., p.13.

Buinistry of Finance and Economics, Economic Sur-
vey 1962 (Khartoum: 1963), p. 85.

9Tho Economic Planning Secretariat, op.cit., P27+
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major bottleneck limiting the effective use of the avail-
able arable land. The irrigated area is only 2.4 mill-
ion acres of which about one million acres are in the
Gezira under gravity irrigetion from Sennar Reservoir
on the Blue Nile, and an equivalent acrage under the
pump schemes.'® The Managil extension adjoining the
Gezira, lsunched in 1955, the first two phases of which
have been completed before July, 1961, commands at pre-
sent an area of 588,000 acros.ll On completion the
project is expected to bring uﬁdor irrigation over
800,000 acres. The Nile watér sgreement of 1959 bet-
ween the United Arab Republic (Egypt) and the Sudan au-
thorizing the latter to construct a dam at Roseries for
additional storage of the Blue Nile water, will enable
the Sudan to extend further its commercial agriculture.
Cotton is the principal cash crop in the irri-
gated areas. Cotton is also grown under flood irrige-
tion in Gash and Tokar deltas in Kassala Province. The
production of cotton has incroased from 92,105 tons in
1955/56 to 107,822 tons in 19611° This increase, how-

loIbidog ppo 27 o 280
1pid., p. 28
121h14,, . .



ever, resulted mainly from expanding area irrigated
under pump schemes rather than increases in productivi-
ty per acre. The long staple of sakel type cotfon ac—
counts for about 90 per cent of the total production of
cotton, the balance being the short staple, or American
type cotton grown principally in the rainfed areas
round the Nuba Mountains in Kordofan Province, and in
Equatoria Province. Cotton dominates the modern sector
of the economy as it provides 70 per cent of its total
exports and directly and indirectly provides some 40 per
cent of the Government revenue. 13 Although the Sudan
accounts for only about 4 per cent of the world supply
of cotton entering in international trade, its share in
the production of long staple cotton amounts, on the
average, to 30 per cent of the world supply.14

Turning to the rainfed crops the production of
dura (sorghum) in the Gadaref district (Kassala Province)
has increased considerably with the introduction of
mechanical cultivation. In 1955/56 the production of
mechanically cultivated dﬁra amounted to about 126000
tons; and since then output of dura has been increasing.

In 1960/61 it has gone up to 453000 tonal5 thereby pro-
_Elbido & =

1
“Ibia,
151bid. .
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moting dura to the list of the country's exports. The
other important rainfed crops are oilaéeds and gum arab-
jec. Groundnuts and sesame have been marking sharp rise
in output in the past few years. Groundnuts exports
have increased from about 50,000 tons in 1955 to about
67,000 tons in 1960; and sesame exports have increased
from 40,000 tons in 1956 to about 76,000 tons in 1960.1°
Gum Arsbic has been virtually a monopoly of Sudan which
supplies about 80 to 95 per cent17 of the world trade

in this commodity.

It should be evident by now that the modern
gsector of the Sudanese economy depends excessively on
the production and export of one commodity, namely
cotton. This situation is unhealthy. However, the
need for diversifying the economy has been felt long
ago and the Advisory Committee on Agricultural Research
was reconstituted in 1957 to include eminent scientists
from many friendly countries with the hope of promoting
the country's agricultural exports.

Forest products contiibuted about 9 per cent of
the gross domestic product in 1959/60.18 The area under
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forestry is very small as it covem only less than one
per cent of the area of the country. In the southern
part of the country inaccessability of the dense tropi-
cal forests renders their full exploitation difficult.
This, however, is being gradually overcome by improve-
ment in transport facilities. Considerable increase
in the production of sawn timber. has taken place in
recent years in the south and the entire requirements
of the railway sleepers are now being met by timber
sawn domestically. .

Livestock is one of fhe main potential sources
_of income of the Sudsn. The livestock population has
been roughly estimated to be over 25 million hoad.19
Livestock contributed about 10 per cent to gross domes-
tic product in 1960.20 Exports of cattle and sheep have
averaged 159,000 head during 1956 - 1960.21 Livestock
rearing, as mentioned before, is partially an activity
of the traditional sector. Much must be done to medern-
ize all the activities related to livestock to realize

the potentialities of this important source of income.

[ s

9 id", p- 51.
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Industrial development in the Sudan had its small
beginnings essentially. after the second World War.
After the War manufacturing industries were encouraged
to supply part of the growing demand for manufactured
products as a result of the increase in the agricultural
production of the modern sector of the economy. This
induced some individuals, mostly with backgrounds in
foreign trade and distribution, to establish some small
manufacturing plants. In 1956 when the country attained
its Independence the industrial sector (including mining
and public utilities) contributed only one per cent to
the gross domestic product of that year. Industrial
development . . accelerated after Independence. Table 5
shows the manufacturing industries introduced into the
country and their development from 1955/56 to 1959/60.
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TABLE 5

Gross Value Added of Different Types of Manufacturing
Indus in the Sudan in_1955/56 and in 1959/60

Grogs Value Added |Gross Value Added
?LS. 000) as % of total in

1955/56 | 1959/60 | 1955/56 | 1959/60

Food Manufacturing Industries 1493 2512 54 49
Floor Mills 340 478 12 9
Sweet Factories 84 186 3 4
0il Mills 1009 1707 37 33

Beverage Industries and Tobacco

Manufacture 505 755 18 13
Mineral Water Factories 347 398 13 8

Manufacture of Textiles and Footwear| 25 231 1 5

Manufacture of Furniture 67 122 - 2 2

Manufacture of Paper,Paper Products

and Printing Industries 77 270 3 >

Manufaéture of Rubber Products, Che-

micals & Chemical Products 148 458 6 9
Soap Factories 131 243 5 5
Perfumeries 0 170 0 3

Manufacture of Tiles,Cement & Glass 249 517 9 10

Manufacture of Metal Products(except

Machinery and Transport Equipment) 190 285 7 6

Manufacture of Alluminium
House-ware 0 112 0 2
Engineering Industries 152 164 6 3

Manufacture of Machinery & Miscel-

laneous Manuf. Industries 8 34 0 1
All Manufacturing 2762 5184 100 100

Source: The Economic Planning Secretariat, The Ten Year Plan, p. 33.
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In the field of mining there are, besides the
salt industry, some 24 licenced companies but their
output is still negligible.22 As mentioned before the
organizational difficulties lie at the root of the
trouble. Public utilities have specially increased
their electricity output. The value of electricity
sold in 1959/60 was 1.74 times the value of sales in
1955/56, with charge rates for electricity remaining at
1955/56 1evels.23 The average monthly production of
electricity in 1959/60 amounted to 7,879 thousand kwh.
which is equivalent to a per capita monthly output of
0.7 kwh, which is & very low figure indeed (comparable
figures for instance, are: India 3.2 kwh., Ghana 4.6 kwh,,
United Kingdom 189 kwh., United States of America 387
kwh.).2* This situstion is expected to improve after
the electrification of Sennar Dam during the Plan
peried. .

Lack of adequate, efficient and cheap transport
facilities in the Sudan is a major bottleneck impairing
the progress of the country's economy. The production

N

id., p. 32.
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centres for the larger part of export goods and the main
markets for the import goods are situated fer from the
main prot. Transport facilities are in urgent need to
carry goods from the regions of production to the var-
ious distant domestic markets. It is natural, therefore,
that investments in the transporf sector were of con-
siderable relative importance in the total investment

for the peried 1955/56 - 1959/60 as the following table

shows.



TABLE 6

' Government Public Corporation And Private
Mw Investment In Transport And Distribution
In The Sudan For the Period
1955/56 = 1959/60
Government Public Corporation Private Total Total In ¥ of
Year | (In LS, Million) (In LS, Million) (In LS. Million) | (In LS. Million) | Capital Formation

1955/56 0a7 3.2 0.3 4,2 20
1956/57 0e7 2.4 0.3 3.5 14
1957/58 1.4 4.3 0.8 645 17
1958/59 1.2 6.4 1.3 849 25
1959/60 10k W 2.1 8.9 23

Source: The Economic Planning Secretariat, The Ten Year Plan, p. 34.
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The Sudan Railway:adminiBtratioq;Governmont unit
with a separate budget, is the main investor in the
field of transport. Investments in column three in
Table 6 are mainly made by the Sudan Railways which are
the main carriers of goods and passengers in the Sudan.
They operate services connecting the producers' and con-
sumers' centres with each other and with the harbour.
The Department of Steamers, a branch of Sudan Railway
Administration, supplements the rail services wherever
and whenever the rivers are navigible.

As for road transport the Sudan suffers of al-
most complete absence of established roads in the north-
ern and central provinces. In Bahr El Ghazal and Equa-
toria Provinces a few established roads exist. Estab-
lished tracks, however, exist in every direction but
some of them are good only in the dry seasons. Road
transport are of vital importance in the provinces of
Kordofan and Danfur and to a less extent in the south-
ern three provinces. Road transport, though quicker,
are comparatively very expensive. Air traffic, on the
other hand, is developing rapidly. ©Sudan Airways; a
government owned airlines, operates regular internal

services between the main centres and Khartoum, and ex-
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ternally between Sudan and sdjoining countries and
London.

In the field of social services investments have
been directed to expand education at all levels to sup-
ply trained manpower in the different fields. ©Shortage
of trained manpower is a crucial factor in limiting the
rate of economic development in the Sudan. The percent-
age of illiteracy in the Sudan is very high indeed. In
1960/61 the overall rate of literacy for both males and
females was 15 per cent.25 This, however, compares
favourably with the 13 per cent for 1956.26 Literacy
is by far much greater among males than females.yn1l956
the rate of literacy for males was 25.1 per cent, while
for female the rate was as low as 4.4 per cent.a?

Health comes next to education in the field of
social services. Curative and-preventive medical fa-
cilities have improved after Independence. The number
of hospitals increased from 40 hospitals with 8800 beds
in 1955/56 to 60 hospitals with 12000 beds in 1960/61;
dispensaries and dressing stations increased for the

same peried from 674 to 1005.28 Sanitary conditions,

25Ibid., p. 37.
261pid., p. 36.
271Ibid., p. 37.

281pid., p. 38.
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social hygiene and research facilities were also assign-
ed more attention after Independence.

Concerning banking organization in the decade
1950 - 1960, the trend of the monetary development i.e.
the money circulation, has been rather steady. However
in the period 1956/1961, the growth trend of the money
circulation was rising somewhat more steeply than the
trend of the total gross domestic product of the modern
sector of the economy.g9 It is one of the objectives of
the Plan,as we shall see léte:, that on the whole a re-
latively stable monetary climate should be maintained.
It must be observed, however, that one naturally would
expect short term instabilities mo characteristic of
Sudan's economy reflecting themselves in monetary devel-
opments. The increase in the money supply in the recent
past was due primarily to the commercial banks advances
to the private sector. Table 7 shows particularly the
appreciable rise in the short term advances of the com-
mercial banks to the private sector for financing the
considerable growth in exports asnd imports experienced

in the recent past.

29Ibid., p. 24.



TABLE 7

Commercial Banks Advances to Private

Sector in the Suden 1956-June, 1961
(In LS. Million)

Item 1956 1957 1958 1959 1960 1961
June

%hnrt Term
Import Financing 3.7 5.0 2.7 3.9 5.9 6.2
Export Financingll.O 11.6 10.3 9.7 15.8 14.5
Others 3.1 3.9 8.L 2.6 5.6 5.8
Total Short Term [17.8 20.5 2l.1 16.2. | 27.3 26.5
'Madium & hng 4-2 5-5 5-4‘ 7.8 7.5 7.4

Term

Total Advances 22.0 26.0 26.5 24.0 34.8 33.9

Source: The Economic Planning Secretariat, The Ten

Year Plan‘ Pe 24,
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A number of new Sudanese banking institutions
were established after Independence, nagely, The Bank
of Sudan i.e. the Central Bank, the Agricultural Bank,
the Industrial Bank and the Sudan Commercial Bank, which
are owned by the Government except for the last one
which is a private national enterprise., Besides there
are six commercial banks operating in the Sudan five of
which are foreign and the sixth is owned jointly by the
Sudan Government and Credit Lyonnais Bank. On the whole
the banking organization appears to be adequate to cope
with the growth of theeconomic activity in the Sudan.
However, various measures are required to develop a
capital market to promote private savings and channel
them into productive investments.

Foreign trade is the backbone of the modern
sector of the Sudan's economy and deserves discussion
at some length. About one third of the produce of the
modern sector is marketed abroad and about one fifth of
its total consumption is imported.ao Exports are the
major generator of meney income of the Sudan. Imports
of consumer and capital goods are the main items of its

expenditure. Public and private investments, which con-

3%United Nations, op.cit., p. 151.



atitute the second largest generator of income, are
financed mainly from export earnings through budgetary
surpluses and privste savings respectively. Thus "foreign
capital spart, most domestic investments, are derivatives
of exports, and export earnings constitute the main form
of primary income, "1 The fact that export earnings are
mostly chanelled through the domestic sector as import
outlays maekes the multiplier effect on the domestic eco-
nomy very small,

The previously quoted United Nations publication

states:

"The main producer-recipient of money income in
the Sudan are the growers of cash crops, collect-
ors of gum-arabic, the owners of livestock, the
proprietors of transport facilities and indus-
triel establishments, and the suppliers of com-
mercial and professionel services. In cotton cul-
tivation and transport facilities, the Government
ownership looms large; in pump schemes and pro-
duction schemes other thsn cotton, Sudanese pri-
vate capital, in industrial and commercial estab-
lishments foreign private capital."32

Cotton is by far the most important cash crop

3l1pig.,
52Tpid.



- & -~

of the country. More than 50 per cent of export earn-
ings is attributed to cotton sales. In fact the produc~-
tion and export of cotton is the backbone of the coun-
try's mod ern economy. The Sudan's share in the inter-—
national supply of traded cotton is less than 5 per cent.
Thus prices of this commodity are practically determined
externally. The International Monetary Fund "Interna-
tional Financial Statistics"> shows that the interna-
tional prices of Sudan's exports have been fluctuating
with a falling trend in the past few years. It also
shows that the prices of Sudan's imports have been flue-
tuating less and with a fairly rising trend. Table 8
elucidates this point further and shows that since 1954
the terms of trade have been moving rather adversely

with regard to the Sudan.

33International Monetary Fund, Statistical
Bureau, Internati Financial S t
(washingfon: I.M.F., s Peo F



TABLE 8

Terms of Trade of The Sudan
1954 - 1963
(Basis for Indices 1953=100)

Year Price Index Price Index Terms of Trade
Imports Exports
1954 92 116 126
1955 93 106 115
1956 94 117 125
1957 105 118 112
1958 9% 100 107
1959 87 90 103
1960 98 109 111
1961 90 105 117
1962 91 29 109
1963 99 98 29

Source: Ministry of Finance and Economics, onomic

Survey 1964, p. 35.



Fluctuations in the prices of Sudan's exports,
particularly cotton, reflect themselves on the economic
activity of the whole country, especially on those of
the modern sector. Table 9 shows the fluctuations in
the balance of trade and foreign reserves. The surplus
of I8.23.6 million in 1956 is attributed mainly to the
rise in prices of long staple cotton resulting from the
Suez crisis which prevented Egyptian cotton from enter-
ing the market. Egypt is the sole competitor of Sudan
in the high quality cotton market. The surplus of 1959
resulted from lower imports brought about by government-
al restrictive measures,

Table 9 also shows a structural deficit in the
invisibles: i.e. services obtained from or rendered to
the rest of the world., This, however, is a characteris-
tic phenomenon of most underdeveloped countrieé. In-
vestment income represents interest and profit trans-
fers to or from abroad. Private transfers of investment
income remained, on an average below 1S.1.0 million per
annum whereas government interest receipts surpassed
considerably and continuously its interest payments,
sometimes by as much as I8.1.,7 million as happened in
1960, %%

34'I!he Economic Planning Secretariat, op.cit., p.20.



On the capital account side Table 9 shows in-
creased inflow of official foreign capital in recent
years, The net inflow of private long term capital,
included under the item "others" was exceedingly small
in the whole period 1956/1960.27 The inflow of private
longterm capital averaged 1S.0.7 million and the re-
patriation LS.0.5 million per annum for the period
1956/1960.36 It is worth noting that the movements of
both current and capital accounts of the balance of
payments resulted in an increase of floreign reserves
for the period 1956/1960. As we shall see later when
we deal with financing investment in the fourth chapter,
foreign reserves which reached a level of LS.60 million37
at the beginning of the Plan period, are aéaumed to be
maintained at a level of LS.54 million to cope with the
wide short term fluctuations in the foreign exchange

income due to fluctuation in export earnings.

3o1pia.. . .
581pid., p. 21.
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The main items in the list of the exports of
the Sudan are: cotton, seed-oil, gum arabic, ground-
nuts, sesame, and cattle and hides. Table 10 shows
very clearly the predominant role of cotton and the
fluctuations in its export# earnings. Table 10 also
shows that the total import outlay is a function of ex-—
port earnings, particularly cotton earnings, with the
time lag of one year. When cotton earnings jumped in
1951 to 15.49.3 million - compared with LS.24.8 million
in 1950 - as a result of the Korean boom, import out-
lays increased from IS.42.0 millian in 1951 te ILS.61.7
million in 1952.
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Having generally surveyed the modern sector of
the economy, it might be appropriate now to discuss the
role of the Government and of the private sector in the
field of econemic activity. The Government sector may
be divided into three parts: general adminiistration,
production of goods and services and development prog-
rammes. The public sector has evolved economic prog-
rammes before drawing the Ten Year Plan, but these prog-
rammes were not more than a group of selected projects
to be carried out by the Government within a specified
period. Table 11 shows that public gross fixed invest-
ment for the period 1955/56 - 1960/61. amounted to
L.S.104.7 million., Table 11 also shows the distribution
of gross public and private fixed investment over the
different fields of economic activity for the period
1955/56 - 1960/61. The sources of financing all these
investments were accumulated surpluses of the Government
budgets, savings of public corporations with separate
budgets (like the Sudan Railways), private savings and

external resources.
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The public sector plays an important role in the
economic and social development of the Sudan. This has
already been illustrated in Table 11 by the dominant im-
portance of the public sector share in total gross fixed
investments. As mentioned before the Government finances
its investment mainly through the surpluses of the cent-
ral budget and the savings of public entities with sep-
arate budgets. Table 12 shows the reliance of the cent-
ral budget revenue on foreign trade, particularly im-

port duties.
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In spite of the fluctuations of the Government
revenue,'aa Table 13 shows, which are basicly du‘ggluc-
tuations in export earnings, in no year since 1951/52
has the central Government budget shown a deficit.
Furthermore the Government entities with separate bud-
gets, primarily the Sudan Railways, have had substan-
tial savings that have been ploughed back into expan-
sion and modernization of these enterprises or trans-
ferred to the treasury for investment in other activi-

ties.
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TABLE 13

Actual Expenditure and Revenue in
Central Government Budget of the

Sudan For the Period 1951/52 = 1960/61

In LS. Million

Year Revenue Expenditure Surplus
1951/52 46.3 21.5 24.8
1952/53 30.3 25,7 4.6
1953/54 35.4 27.6 | 4.8
1954/55 38.1 30.6 745
1955/56 42,3 32.1 10.2
1956/57 45.9 32,7 13.2
1957/58 47.4 41,3 6.1
1958/59 42.0 41.4 0.6
1959/60 67.5 44,9 22.6
1960/61 64.1 48,2 15.9

Source: The Economic Planning Secretariat, The Ten Year Plan,
p. 22.
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The public sector entered the Plan period with
official long and medium foreign debt amounting to LS.26
million and the foreign exchange reserves of the country
amounting to IS.60 million.58 Thus public finances en-
tered the Plan with a firm foundation which should enable
the Government to cope withthe short term fluctuations
which are most likely to occur during the decede of the
Plan.

The share of the private sector in the total
fixed investment was about 40 per cent in 1955/56 and
this percentage was almost mainﬁained in 1960/61 but its
absolute value increased from LS.7.7 million in 1955/56
to I8.17.1 in 1960/61.59 The Government undertakes big
projects which are of strategic significance in the
development of the economy, for instance construction
of dams for irrigation purposes. Apart from the sub-
sistence activities which are represented by the fifth
item in Table 11, the private sector accounts for a
large portion of production and trade.

In agriculture private enterprises produce most

381bid., p. 21.
39ibgd., p. 15.
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of the cash crops with the exception of cotton production
where their contribution comes next to that of the Govern-
ment. Gum arabic, sesame, and groundnuts are exclusively
the products of the private sector. In livestock which

is an important item of export the private sector is do-
minant. Private investments in sgriculture and livestock
are mainly financed from domestic sources. But again the
main source of primary income of the private sector, like
the Government, is export earnings.

In the industrial field mining is insignificant;
and is eicluaively in the hands of the private sector.
Public utilities are the domain of the Government sector;
manufacturing industries are mostly privately owned;al-
most all manufacturing products in the Sudan are import
substitutes for which the market is guaranteed and the
supply of raw materials imported is regular from the in-
ternational markets and at the prevailing world prices.
The Sudanese businessmen, not to say entrepreneurs who
hardly exist, are of limited capacity and refrain from
risky undertakings. The Government, it seems, must step
in to fill this gap.

In the transport sector the public sector is

dominant as the Government owns the Sudan Railways and



Sudan Airways. In distribution and banking the private
sector is dominant although the Government, as mentioned
before, has established some banking institutions which
are intended to finance private projects in agriculture
and industry. In the building and construction sector
private investment amounted to LS.6 million in the per-
iod 1955/56 - 1959/60 whereas the public investment in
this sector for the same period was only IS.2 millions.

From what has been mentioned so far in this
chapter the general characteristics of the Sudanese eco~
nomy can be summerized as followﬁ:

1, The Sudan is a vast country with huge agri-
cultural potentialities which are not realized for var-
ious reasons the chief among which are the underutili-
zation of the water available and the inadequacy of trans-
port and distribution facilities. Out of the 100 million
acres of arable land only about 7 millién acres are crop-
ped.

2. Structurally the Sudanese economy is unbal-
anced. Agriculture is predominating and industrial ac-
tivity is still of a very little significance contribut-
ing only two per cent to the gross domestic product in
1960/61. The situation is aggravated by the country's

great reliance on the export of one cash crop, namely
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cotton, whose price is practically determined external-
ly owing to the Sudan's meagre share in the internation-
al supply of cotton. The Sudan's share in the World's
supply of cotton entering in international trade is less
than 5 per cent.

3. lMore than half of the population of the
Sudan are living in the subsistence sector where modern
techniques of production are not heard of. The rate of
illiteracy was as high as 85 per cent in 1961. Many
social habits are not conducive to exonomic development,
for instance, acquisition eof lifestock for the sake of
prestige.

4, The Sudan relies heavily on imports of con-
sumems and capital goods.

5. The Sudan suffers from general shortage in
trained manpewer and organization. These are particular-
ly relevent to the manufacturing and mining industries.

6. The percapita income in the Sudan is obvious-
ly low and the regional distribution of national income
is uneven., The percapita income in the modern sector of
the economy is considerably higher than the hational per-
capita, but the fruits of this sector are enjoyed only
by one quarter of the population.

Given these general characteristics of the Sudan-
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ese economy, the Ten Year Plan of Economic and Social
Development 1961/62 - 1970/71 aims at the following ob-
Jjectives;

1. To raise the level of gross domestic pro-
duct from LS.385 million in 1961/62 to 1S.587.5 million
by 1970/71 i.e. to raise the per capita inceme from
L8.31.4 in 1961/62 to 1S.37 at the end of the Plan per-
iod.

2. To broaden the structure of the Sudan eco-
nomy through structural changes in the composition of
national production and exports..

3~ To strengthen the country's balance of pay-
ments through export promotion and import substitution.

4. To create sufficient epportinities of pro-
ductive employment.

5. To improve the social conditions: general
and technical education, heélth, housing, transport and
commerce facilities.

6. To maintain a relatively stable price level.

The next chapter will deal with the planned gross
fixed investment in both the private and the phblic sec~

tors.



CHAPTER III
INVESTMENT IN THE SUDAN'S
TEN-YEAR PLAN OF ECONOMIC

AND SOCIAL DEVELOPMENT
1961/62 - 1970/71

INTRODUCTIQN

The ultimate objective of any investment pro-
gramme is to maximize the welfare of the community. It
is difficult, not to say impossible, to construct a .
social welfare function obeying all relevant criteria.
Most of the practical obstacles to the application of
these relevant giiteria will be caused by the difficul-
ties of measuring indirect and secondary conse q uences
of an investment project. Economists, admitting this
limitation, have generally accepted net national pro~
duct as a practical welfare concept.

The optimum composition of investment will max-
imize net national income with possible corrections for
its distribution over social groups and regions. The
details of the development plan will be governed by the
structure of the country's economy as determined by
its natural and human resources, the public administra-
tive capacity, climate and geographical situation, the

- Bl =
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size of the country, and the size of the domestic mar-
ket.l The major problem in economic planning is to
calculate a priority figure for each of a number of
projects of which execution is under consideration.
"The priority figure should indicate the order of ur-
éency of a certain project without necessarily also in-
dicating the limit between projects that should be and
projects that should not be carried out".2 The cal-
culation of priority figures is not an easy job. It is
governed by several policy assumptions and circumstan-
cial conditions. Authorities on economic development,
fully recognising this difficulty, suggest several
criteria for determining priorities. The major ones
are summarized below.

I. The Ratio of Net Results to Total Costs:

Every project is characterized by an investment
period in which costs are made and production peried
during which returns are obtained, may be at the expense

X, Tinbergen, The gggigg of ?gvg;gggent (Bal-
timore: The John Hepkins Press, sy Pe 8.

23, Tinbergen "The Relevance of Theoretical
Criteria in the Selection of Investment Plans,”™ Invest-

nggf.ggiggﬁia and Economic Grgggh, ed. Center for Inter-
nationa udies, llassachusetts lnstitute of Technology

(London: Asia Publishing House,.1961), p. 2.
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of further operation costs. "It is proposed that - as
a consequence of identification of welfare with nation-
al product at accounting prices - the priority riguros
generally will have to be the ratio of net results te
total costs, all taken at accounting prices."5 These
accounting prices are defined as "prices 1ndicating the
intrinsic or true value of a Iactér or product in the
sense of oquilibrium".4 There are two basic reasons
why market prices 1n‘underdeveloped countries do not
truly reflect intrinsic values: firstly, the realiza-
tion of the investment pattern will itself influence
these values; and secondly, there do exist a number of
fundamental disequilibria.s The accounting prices of
production factors will have to reflect the degree of
scarcity of these factors and in some cases they may
even show the development in time of the scarcity of

6

some of all of these factors.

The criterion of the ratio of net results to to-

3Ibid., p. 4.
*Ibig.
5ﬁinbergen, The Design of Development, pp.39-40.

6Tinborgon, Lgvgétmggt Criteris and Economic
Growth, p. 4. :



tal costs differs in the following respects from the
alternative used by private entrepreneurs:
"a. by the application of accounting prices;

b. by the consideration of indirect and second-
ary costs and results;

¢. by relating the results to total costs and
not only to costs of capital invested; the motivation
being that the application of the complete bunch of pro-
duction factors matters."’

The criterion of the ratio of net results to
total costs is a comprehensive one and, if fully ela-
borated, would encompass many minor criteria. But it
is worth pointing out here some criteria which are de-
rived from the characteristics of the underdeveloped
countries.

II. Defective Maintenance:

' Underdeveloped countries are chargcterized by
a low level of efficiency in maintaining capital assets
in good operational conditions. This is partly due to
poor planning and partly to inadequacy of technical
knowledge and skills. Priority should be given to in-
vestment projects which either hardly require mainten-

7Ivid.
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ance, or must have maintenance because its absence car-
ries with it a very high penalty, that is, leads to
accidents or immediate breakdown rather than the slow

8 The problem

deterioration in the quality of output.
with this criterion is that underdeveloped countries
have little or no choice in selecting the technology
they use. On the practical side no enterpriser will
accept to put his capital equipment at the mercy of a
labourer who is likely to neglect his duties thereby
causing an immediate breakdown. Besides the insurance
perpuim for such equipment and for labourers who work
at machines which cause serious accidents would excess-
ively increase the cost items to the disadvantage of the
industry.
III. The Impact of Secondary on Primary Production:

| Hirschman conceives as natural the heavy indus-
trialization of underdeveloped countries on the basis
of imported materials provided that theeconomy is act-

ually or potentiaslly a supplier of these matarials.g

81.0. Hirschman, "Ecenomi¢s and Investment Plan-~
nings Reflections Based on Experience in Colombia,"
Investment Criteria and Econ Growth (London: ksia

shing House, s Do " :

91bid., p. 51.



Local primary products usually lack the quality and uni-
formity necessary for industrial operations and their
supply is often unreliable. This situation can be re-
medied once an industry is established, for then the
local producers will make a determined effort to take
advantage of the availability of an assured market by
satisfying the industries' requirements. The criterion
of the impact of secondary on primary production is an
important one and planners in underdeveloped countries
should give it due consideration. In essence it is a
very effective methed for realizing the country's poten-
tialities and improving the quality of the different
products by adopting modern techniques of production and
marketing.

IV. The Phenomenon of Complementarity:

Many investment projects have their basis in the
phenomenon of complementarity. "Certain facilities will
be found necessary because they berforn auxiliary func-
tions for more primary objectives. Once it has been de-
cided to carry out the main projects, the execution of
the auxiliary activities has also to be accepted."l0
But the applicability of this criterion should nof be

loTinbergen, The Design of Development, p. 31.
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exaggerated. For the country as a whole complementarity
night apply to transportation and to power investment,
while for regions to be developed the activities to which
transportation facilities and power are complementary
cannot themselves be accurately foreseen: total produc-
tion of a region may still be a highly uncertain entity.ll
The fact that the applicability of this eriterion is
limited does not mean that planners can undermine it.
In many cases the absence of auxiliary facilities are
bound to render the primary investment meaningless. The
completion of Roseries Dam in the Sudan without prepar-
ing the land to be irrigated is a good example to cite.
V. TIhe Use of Scarce Resources:

The use of scarce factors of production has al-
ready been touched upon while discussing the criterion
of the ratio of net results to total costs at account-
ing prices. It is singled out here as a major criter-
ion for the sake of emphasis. "The choice of certain
projects together forming a proéram, out of a larger
number of available projects must satisfy certain con-

ditions. That is to say, not every combination of pro-
jects can be eligible."  The most importent condition

Tpia., p. 32.

127p14., p. 35.




is related to the degree of scarcity of the resources
over time.,

Having pointed out the major ceiteria for select-
ing investment projects to be executed, it is worth not-
ing that "a frequent handicap to selection of the best
projects is the lack of uniformity in the criteria ap-
plied by the various ministries of the administration
or even by the various services and bureaus of a single
minintry.f15 This can partly be attributed to political,
social, regional and sometimes even personal biases. A
completely uniform sppraisal liil‘bo almost impossible,
especially as far as the unmeasurable aspects are con-
cerned,

Now I turn to the methods by which private in-
vestments are explored, appraised and stimulated. Pri-
vate investments are to a great extent directed towards
the production of specific goods and services. It is
of primary importance, therefore, to the economy'as a
whole that the private investment be directed towards
activities compatible with the objectives of the devel-
opment plan. In broad lines the planned projects which
are attractive to the private sector should not be exe-

cuted by the public sector except in cases where the

Dibid., p. 29.
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private and social interests are in conflict. The major
means for directing private investments towards activi-
ties compatible with the development policy are: pro-
gramming, information, encouragement and demonstration.

The programme shows the prospective developments:
in the various economic and social fields. Thus the
programme and its objectives are a good background for
market analysis by the private sector. In matters of
cost analysis the private sector is able to supply more
relevant material.

The government must reguiarly release detailed
information regarding profitable investment opportunities
and fields of investment favoured by the government,
Regular publication of such official information will
most likely eradicate apparent elements of risk related
to some investment opportunities and will assure the
private domestic and foreign investors that their in-
vestment undertakings are in full harmony with the
policy of the government.

The private sector can further be encouraged and
stimulated through tex exemptions e.g. full or partial
exemption from profit tax, reduced import and export
duties, and protective measures for infant domestic in-

dustries. The government can further attract foreign
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private investors by passing laws which give foreign
enterprises the right of transfering their profits in
hard currency and guaranteeing them just, immediate and
convertible compensation if the state decides to nation-
alize any of their undertakings.

In fields where private investment is not forth-
coming the public sector might undertake the executiion
of some projects in these fields with the intention of
surrendering them to the private sector after their
success has been established. The government, however,
must try to overcome the routine; the poor management
and the corruption which are characteristics of many
public undertakings in most underdeveloped countries.
Thus efficient and honest management are vital for the
success of public demonstrational enterprises.

The following elements have a role to play in
determining the industries towards which private invest-
ment should be direotod;14

1., the agricultural and mineral products suit-
able to the so0il and the climate must be determined;

2. ‘the products favoured by the transport faci-
lities of the country have to be considered;

Y1pid., pp. 48 - 49.
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3. attention should be paid to the home demand
as a consequence of rising income. This applies parti-
cularly to goods with high transport cost, and still
more to services that have to be rendered on the spot.

4., 1in countries with considerable unemployment,
a preference should be given to labour intensive tech-
nology.

To conclude this section it should be stated
that the difficulty with sound investment is not the
determination of the relevant criteria; it is rather the
application of the different aspécts of these criteria.
The remaining part of this chapter shall deal with in-
vestment in the Sudan's Ten Year Plan of Economic and
Social Development 1961/62 - 1970/71.



INVESTMENT IN THE SUDAN'S TEN
YEAR PLAN OF ECONOMIC AND SOCIAL

DEVELOPMENT 1961/62 - 1970/71

The Sudanese economy, as it has been shown before,

is divided broadly into a modern sector and a traditional
one. The Sudan's Ten Year Plan deals only with the acti-
vities of the modern sector of the economy. The gross
fixed investments in the Plan period are estimated to be
about LS.565 nillion15 and the average investment ratie
to gross domestic product at market prices is estimated
to be 11.4 per cent.16 The official statement of the
Plan includes very little details about the technique
used for determining priorities of projects. All that
the Plan mentions in this regard is that:
"With the help of detailed capital-eutput ratios
derived from project analiysis and from past ex-
erience it has been assessed that this volume
of investment) would be sufficient to fulfil
the objectives of the Plan and to lay a firm
foundation for future economic growth. At the
same time this level of investment stands in
reasonable proportion to the estimates of in-
ternal resources though it would call for

reasonable but realistic additional amount of
capital to be obtained from abroad.™17

Isiho Economic Planning Socretaéiat, The Ten Year
of Bconomic and Social Development 196 Li!!%p

B1pid., p. 64.
Y1bia., p. 62.
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The Plan, however, gives capital-output ratio
estimates only for manufacturing industry and irriga-
ted agriculture., The capital-output ratio for the man-
ufacturing industry is estimated at about 2.4, a value
which is about equal to the ratio in irrigated agri-
culture which is the main line of dovelopment.ls

The presentation of the investment outlays in
the Plan is best done by adopting the sectoral classi-
fication of investment projects made in the official
statement of the Plan. The public sector is bound to
have a dominant role in the Plan-to remove the bottle-~
necks obstructing the economic and social development
of the Sudan. The Government has to construct dams,
build roads and stand for so many investments of basic
character to pave the way for future growth. Table 14
shows that the share of the public sector in the modern
gross fixed investment is estimated to be LS.337 mil-
lion i.e., around 60 per cent. The investments of the
public sector appear in the development budget and the
ordinary budgets of the central and local Governments
and the public corporations. The development budget
which includes the major schemes in the Plan is assign-

81pid., p. 113.
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ed LS.285 million in the whole period of the Plan and
the remaining sum of LS.52 million is for replacements,
betterments and min or projects which are included in
the ordinary budgets.l9 The amount of public sector
investment is in essence a compromise between projects
submitted by various Government @inits and the internal-
ly and externally available means of finance.

A striking feature of Table 14 is the peak in
public investment in the first four years of the Plan.
The Plan attributes this to "the fact that in those
years the execution of a number_of large projects co-
incides, and moreover Railway investment will also be
above average. ©Such large investments must be under-
taken in the early stages of the Plan in order to faci-
litate subsequent expansion in output and exports.“20
The heavy public investment in the early years of the
Plan would require relatively larger influx of foreign
capital and foreign technical and contracting capacity.

91bid., p. 62.
201bid., p. 64.
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The private sector, as Table 14 shows, is expect-
ed to invest some ILS.228 million which is approximately
40 per cent of the gross fixed investment in the whole
period of the Plan. The Plan assumes that this "amount
of private investment is in line with the estimates of
the growth of income in the private sector and the per-
centages it used, in the recent past, to save and invest
therefrom. In addition, a modest inflow of private ca-
pital from abroad has been assumed.“21 The average
value of the ratio of savings to the total income of the
private sector was above 9 per cent in the period 1955/
56 = 1960/61 in the modern part of the economy and over
4 per cent for the economy as a whole.22

The acceleration of economic growth depends on
the rapid increase in investment fo modernize the tech-
niques of production and marketing. During the last
five years, before the Plan, an average of 9.5 per cent25
of gross domestic product at market prices was invested;

while in the Plan period this average is estimated, as
mentioned before, to rise to 1ll.4 per cent. Table 14

2lrpig., pp. 62 - 63.
22Tpid., p. 69.
25ibid., p. 64,
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projects a sharp rise in private activities, with invest-
ment in the last year of the Plan being just less than
double the private investment in the first year of the
Plan. The Plan attributes this to expectations of a
considerable increase in private incomes and in the pro-
pensity to save.

Turning to the distribution of both public and
private investments over the broad sectors of economic
and social sctivities Table 15 shows that social ser-
vices are assigned 27 per cent of the gross fixed invest-
ment in the Plan period, agriculture and animal resources
21 per cent, industry and public utilities 19 per cent,
transport 17 per cent, and replacement investment 16 per

cent.
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TABLE 15

Total Gross Fixed Investment (Modern Type)

In 1961/62 = 1970/71 Roughly Classified

According to Broad Economic Sectors

And Sponsors

L.S. Million |In % of
Sectorg
Private | Public | Total |Total

1. Agriculture, including livestock,

fishing, forestry 30.0 90.1 | 120.1 21
2. Industry, including public utili-

ties and building and civil engin=-

eering, industry and mining 65.0 41,9 | 106.9 19
3. Transport and distribution 32.0 63.0 95.0 17
4, Social services: housing, health

care, education and general ad-

ministration, and others?® 60.0 90.0 | 150.0 27

Total expansion investment 187.0 285.0 | 472.0 84
5. Replacement Investment 41.4 52.0 93.4 16

Total Gross Fixed Investment 228.4 337.0 | 565.4 100
Source: The Economic Planning Secretariat, The Ten Year Plan, p. 65.

a

Mainly housing but excluding African Style housing,
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According to the Plan the shares of the various
sectors have been dictated by the objectives of the Plan.

"The availability of resources and the fulfilment

of the ... sixth objective of the Plan (the avoid-
ance of unhealthy inflationary development) not
merely set limits to the investment total but also
have implications for distribution of this total.
The larger the share of rapidly and directly pro-
ductive investments, for instance, the smaller the
likelihood of inflationary pressures. The attain-
ment of the first aebjective (a 65 per cent growth

of the gross domestic product) also limits the am-
ounts that can be allocatied to the social services...
On the other hand the ... fifth objective (improve-
ment of social conditions) limits the amounts that
can be allocated to directly productive investments.
«++ otudies were undertaken both for the economy as
a whole and for separate projects... During those
studies the importance of investments in the diver-
sification of economy (second. objective) export
promotion and import substitution (third objective)
was closely considered weighing the results of these
studies against the various possible levels of so-
cial investments and taking due netice of course of
the limits set by resources and by the ... sixth ob-
jective, the broad distribution shown in (Table 15)
was arr{ved at."24

The Agricultural Sector:

Agriculture, as has been mentioned before, is
the backbone of the economy of the Sudan and this posi-
tion is to be maintained during the Plan perioi The
public investment in the agricultural sector is approx-
inately 24 per cent of total public capital formation.2?

2%1pid., pp. 65 - 66.
25Ipid., p. 83.
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Table 15 shows that public and private investment to-
gether in the agricultural sector constitutes about 21
per cent of total gross fixed investment in the Plan
peiiod. The predominant role assigned to agriculture
and irrigation in the Plan has been dictated by several
considerations. Agricultural land is the most abundant
natural resource in the country and availability of
stored water is the crucial limiting factor in expanding
agricultural activities. Table 16 below shows that ir-
rigation commands the largest allocation of funds in the
agricultural sector.

The heavy public investment in agriculture and irri-
gation is also governed by the pressing need to diversi-
fy agricultural output in order to reduce the excessive
reliance on one cash crop, namely cotton. Besides help-
ing to earn more foreign exchanges agriculture has to
contribute to saving foreign exchanges by import substi-
tution of such commodities as can be produced locally.26
"This applies particularly to such commodities as rice,
éofree, wheat and timber“27 Furthermore agriculture has

to feed the nasent domestic industries processing local

261bid., p. 84.
271bi4. .
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raw materials like cotton textiles, sugar, leather, wood
processing, cigarettes, secking, cardboard and others.
The heavy investments in the agricultural sector
is also justified from two other angles: improvement eof
nutritional level; and the necessity of pre-investment
surveys and investigations particularly in the backward
areas so as to lay the basis for more intensive invest-

ments in these areas in subsequent plans.

TABLE 16
Investment in the Agricultural Sector

Sector LS.000

I. Publics
Irrigation ©66.400
Agriculture 10.440
Forestry 2.250
Animal Resources and Fisheries 1.855
Land Use and Rural Water Development 5.818
Agricultural Bank 3.359
Total I 90.122
II. Private 30.000
Total I + II 120.122

Source: The Economic Flanning Secretariat, The
Ten Year Plan, p. 83.
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The agricultural sector contributed I8.202.9
28 of 18.354.7
million in 1960/61, i.e. about 57 per cent. This con-

million to the gross domestic product

tribution is expected to increase to LS5.300.9 million
by 1970/71 representing an increase of 48 per cen.t.29
It is worth pointing out here that the contribution of
the modern agricultural sector is expected to increase
from LS.56.0 million in 1960/61 to 1S.97.9 million in
1970/71 i.e. an increase of about 78 per cent; while
that of the traditional agricultural sector is expected
to rise from IS.146.9 million to LS.203 million i.e. an
increase of 38 per cent.>® The major irrigation schemes
sponsored by the public sector are responsible for most
of the expansion of the modern sector of the whole eco-
nomy and in particular the modern agriculture sector,

by introducing modern techniques of irrigation and ag-
riculture to some parts of the traditional economy. The
Khasm El Girba project is the best example to cite in
this regard. The Khasm El Girba Dam which is a storage
dam constructed on the river Atbara will provide the
necessary water for the development of 500 thousand fed-

dans of cultivable lands on the western side of the

291pia.

O1pia.
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river.BI This project is bound to transform the tradi-
tional activities of the region into modern types. The
Plan also accounts for further expansion of modern ag-
riculture by the private sector through the expansion

of mechanized cultivation to extensive areas in the
rainlands of Nuba Mountain and Gedaref. Table 17 shows
the expected increase of area and production of princi-
pal crops in the Plan period. It is worth pointing out
that the first six items in Table 17 are mainly for ex-
port with the exception of the third item (dura) which
is mainly consumed domestically. <The remaining five
items in Table 17 are wholly for domestic consumption.
An important general observation about Table 17 is that
the projected percentage increase in production is high-
er than planned percentage increase in area. This pro-
Jected increase in productivity per acre is attributed
mainly to improvements in the techniques of agricultural
production during the plan period.

3l1bid., pp. 86 - 87.
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The increased agricultural production of the
traditional economy will be effected through the efforts
of the producers in response to increased demand for ag-
ricultural produce from consumers and processing indus-
tries as the economy progresses. DBesides the demand
stimulus the public investment in infra-structure and
improvement of agricultural services and marketing faci-
lities will lead to increased productivity in the tradi-
tion sector of the economy.52

Marketing agricultural products is a major pro-
blem facing the Sudan like all other developing countries.
The intense competition among these countries in selling
their primary agricultural products in international
markets makes it of vital importance for the Sudan to
couple its increased agricultural output with adequate
marketing arrangements. Improvements‘in marketing en-
deavours described in the Plan relate to development of
transport and communications, provision of storage faci-
lities, studies of market conditions and potentialities
at home and abroad, grading and standardization of com-

modities and dissemination of market news.33

521pbid., pp. 84 - 85.
31bid., p. 9.
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The Industrial Sector:

The contribution of this sector to the gross
domestic product was as mentioned before, 9 per cent in
1960/61. This share is expected, to increase to 16 per
cent in 1970/71.3# Table 18 below shows investment and
expected output in the industrial sector during the Plan
period.}l% planned that the industrial sector would be
growing faster than any other sector of the economy.
This rapid development would obviously demand heavy in-
vestment and this has been estimated to be 1S5.106.9
million i.e. some 19 per cent of total gross fixed in-
vestment. For the sake of comparison it should be noted
that in the period 1955/56 - 1960/61 the share of the
industrial sector in the gross fixed investment was only

11 per cen’c.55




g e

*guTw aIe mmmmvcwuammw

*axn] Tpuadxa
1e3tdes adA3-g Iejdeyn epnTouT jou op saINGTIF BY3 eyl I0308S o11gnd ay3 xoj satrduy wmzH

°z11 *d ‘GE1d Iee) Ua] U] ¢‘jeirejoxoeg Butuueld oTwouody 8Y] $32IN0OS

981 0°€6 6°90T 0°g9 6°1¥ g°ee Te3or
Z8 a1 £%01 0°01 €*0 0*Ge 6,6ug TTATD pue BuipTy
98¢ 8*6€ €*9L 0°*1¢ €°Ge 8°g Butanjoeznu
£€8 8°¢ vy 14 ¥#*0 £*6 STeIauTy
LST 0°*G 6°GT 0 6°GT 71 S8TITITIN 2TTand
*TTTW °ST | T®301l | ®3BATId | OTTIqnd | °TTTW °ST 3
1L/0L 3 19/09 usamyeg 1L/0L6T T (TLIN 51) Poideg 19/096T| o, uowowmcww_wmvﬁ
andang uy esesxsur % | ut 3nding uBTd uy jusunseAur 38N | utr 3ndanp pux 3o S% 2

1L/0L6T pue 19/096T Iog 3Inding

Tetd3snpuy pue Uepng ayj UT JUSUSSAUI e tX3snpu]

93BATIJ pue J11qnd pouUelqd JO UOTINQTIISTq

8T TTEV1




- 88 -

Public utilities will expand as a consequence
of economic development and measures to improve the liv-
ing conditions of the people. Frogress in mineral pro-
duction is handicapped by lack of research, good organi-
zation and transport facilities. The demand for build-
ings and civil engineering works will rise as a resutl
of increased investment expenditures. According to
Table 18 the annual output of building and civil engin-
eering will increase from LS.25.0 million in 1960/61 to
1S.45.4 million in 1970/71 or about 82 per cent increase.

The manufacturing industry deserves to be dis-
cussed in some detail. Table 18 shows the substantial
increase in planned manufacturing preduction. It is ex-
pected that its output would increase by approximately
600 per cent during the Plan period. The capital-output

36The Plan gives rather incosistent information
about building and civil engineering output in 1960/61
and 1970/71. In page 60 of the text, the Plan states
the following: "The Plan would call for an increase in
the annual output of European-style building and civil
engineerin§ for investment from, roughly, .24 million
at the beginning of the Plan period to some IS.40 mil-
lion at the end of the period or about 67 per cent in-
crease”., It is hard to reconcile the figures in Table
18 which are repreduced from the text of the Plan with
the figures in the above quotation. The fact that
'quotation' figures are rough estimates is not enough
to bridge the gap between the two sets of figures ar-
gicularly those relating to projected output for i9g0/

36
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ratio for the manufacturing industry is estimated at
about 2.4, a value which is about equal to the ratio

in irrigated agriculture which is the main line of dev-
clopment.57 Table 19 shows that the public sector would
invest the sum of LS.25.2 million in manufacturing in-
dustries during the Plan period. This means that 33 per
cent of the total investment in manufacturing would be
undertaken by the public sector. This is a significant
change of policy by the public sector which had a very
samll share in the manufacturing activities before the
Plan. It is also worth pointing out that the public
manufacturing projects are distributed among several
regions in the country and are based on processing do-
mestic raw materials. The public projects listed in
Table 19 are planned to be implemented during the first
half of the Plan period and continuing Government in-
vestment in manufacturing is not provided for.

¥ 57pne Economic Planning Secretariat, op.cit.,
p.13o



Investment in Manufacturing Industries During

TABLE 19

The Plan Pericd

Sponsor Projects Total
(L.S. 000)
Public Investments:
Ministry of Commerce Government Tanneryl 612
Industry and Supply Cardboard Factoryl 676
Guneid Sugar Factory 7916
Kashm El1 Girba Sugar Factory 10063
Canning Factories 1415
Kassala Onion Dehydration
Factories 492
Babanousa Milk Powder Fact. 756
Industrial Research Institute 268
Ministry of Finance & Eco-
nomics New Equipment for the Mint 80
Stores and Equipment Strengthening the Facilities
of the Dept. 400
Industrial Bank Bank's Capital 2500
Total Public Investment 25178
Total Private Investment 51000
Total Investment in Manu-
facturing Industries 76178

Source:

The Economic Planning Secretariat, The Ten Year Plan, p.ll7.

lIhese accounts do not include revotes from previous programmes.
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The total private investment in manufacturing
in the Plan is estimated at LS.51 million. In addition
to this the Industrial Bank, which is a Government bank,
is expected to forward loans amounting to LS.2.5 million
for the purpose of expanding private manufacturing in-
dustiies. The Plan does not specify in detail the in-
dustrial projects to be carried out by the private sec-
tor. It is true, however, that the Plan does list a
number of industries where it is felt that investment
opportunities exist. But the final cholice subject to
the approval of the Governmeht, will be left to the

entrepreneurs who will undertake them.

Social Services:

The supply of trained manpower is a crucial
factor limiting the rate of economic development in the
Sudan., Realising this obvious fact the expansion in the
field of education was taking place before: the Plan was
launched. The investment of L1S.32.9 million during the
Plan period is designed to speed up that expansion.
However much of the investment in education during the
Plan period will benifit theeconomy in terms of produc-
tive personnel after the decade of the Plan. A new
educational ladder had been proposed - still not adopt-
ed - in view of putting more emphasis on technical and



- G2 -

vocational education at all levels. The expansion of
the University of Khartoum deserves to be signed out
here. The University is an autonomous organization
which receives 98 per cent of its revenues as a grant-
in-aid from the Government. In 1961/62 there were 1500
students at the University; the Plan proposes to double
this figure by 1970/71. The investment in the expan-
sion of the University is assigned 15.2.98 million for
the entire period of the Plan.
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TABLE 20

Investment in the Fields of "Education, Social

Services, And General Administration"

Category Sponsor Sub-Total| Total
LS. 000 | LS000
I. Public Investment
1.Education Ministry of Education 32896
University of Khartoum 2981
Religious Affairs Dept. 771 36648
2.Health Ministry of Health 8437
3.Housing Ministry of Interior 1000
Ministry of Local Govt. 900
Wadi Halfa Resettlement
Commission 20000
Ministry of Works,Build-
ing Research T4 21974
4,Labour Affairs and Ministry of Information
Information and Labour 1211
5.Comnunity Development Ministry of Local Govt. 100
and Cooperation Co-Operation Dept. 171 271
6.Security(Police and Sudan Police 2250
' Prisons) Prison Dept. 1250 3500
7.Local Administration Ministry of Local Bovt. 3079
8e4Survey Survey Dept. 1635
9.Statistics Statistics Dept. 574
10.Building for General
Administration 2255
1l1.Miscellaneous Ministry of Finance &
Economics 10486
Total I 90070
II, Private Investment 60000
(mainly Housing)
Grand Total I + II 150070

Source: The Economic Planning Secretariat, The Ten Year Plan, p. 145.



- 94 -

The direct programme of improvement in health
conditions calls for an investment by the Ministry of
Health during the Plan period of IS.8.4 million. The
programme encompasses both curative and preventive
medicine, Table 21 shows the progress of medical and
health facilities expected to be realised by the end of
the period of the FPlan.

TABLE 21
Progress of ledical and Health Facilities

1960/61 1970/71

No. of Hospitals® 68 102
No. of Dispensaries 552 738
No. of Hospital Beds 9430 13065
No. of Health Centers 39 105
Ne. of Mid-Wives Training Schools 8 16

Source: The Economic Planning Secretariat, The
Ten Year Plan, p. 152.

8For 1960/61 the Plan in page 38, gives a dif-
f:regt figure for the number of hospitals, namely 60 hos-
pitals.
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Housing accomodation is becoming a major problem
in urban societies due to migration from fural areas.
Increasing numbers of rural population are being attract-
ed to towns where employment opportunities exist parti-
cularly in the Three Towns (Khartoum, Khartoum North and
Omdurman) where industrial activities are concentrated.
Although the building of modern-type houses will have to
rely to a considerable extent on private funds - IS.55
million is envisaged by the plan to be invested from
private sources in housing - the Government will play
an important role in this field. The Government has
emphasized the urgency?iroviding housing for lew income
groups and for the displaced persons from Wadi Halfa.

A National Housing Scheme has been set up, under the
administration of the Ministry of Local Government, to
provide suitable housing accomodation for the growing
working classes particularly in Khartoum North. A re-
volving fund to the amount of L.S5.900,000 has been
alloted in the Plan for this purpose and the houses
built in this way are to be sold on easy installment

terms.



- 96 =

TABLE 22
(1)

Summary of Fixed Investments In The Sector

"Transport, Communications and Distribution?

In The Plan Period 1961/62 - 1970/71

Categories Sponsors Sub.
Total Totals
LS. 000 | LS. 000

Public Investment

l.Railways, River Services, Sudan Railways 34,984
Harbours, Hotels Ministry of Commerce, In-
dustry and Supply 160 35.144
2.Roads, Bridges, Ferries Ministry of Works 2,000
Ministry of Local (2)
Government 4,560 6.560
3.Shipping (3) _ - =4
4.Air-Transport, Airports Sudan Airways 4,534
Dept. of Civil Aviation 9,667 14,201
5.Posts, Telegraphs and Tele- | Dept. of Posts & Tele-
phones graphs - 2,712
6.Meteorological Services Meteorological Dept. - 394
7.Public Mechanical Transport | Mechanical Transport Dept. 979
Ministry of Local Government 200 1,179
8.Warehouses, Silos, Stores Dept. of Agriculture 360
Agricultural Bank of Sudan 2,311
Customs Dept. 36 2,707
II.Private Investment 32,000

Source: The Economic Planning Secretariat, The Ten Year Plan, p. 127.

(1) For Central and Local Government the figures do not include Chapter
III - Type Capital Expenditure.

(2) This amount includes only LS. 250,000 for the Khartoum - Wad Medani
Road. This is the share to be financed by the Sudanese Govermment. Further in-
vestments in this road, roughly estimated at LS. 1.5 mln., will be financed under
U.S. Aid and the work will be carried out by a foreign contractor. Total in-
vestment in item 1/2 of the table would then add up to LS.6.6 + LS.1.5=1S.8.1 mln.

(3) The figure of investment the Sudan Shipping Line is included under
I1 "Private Investment" because this enterprise is organised as a private company.
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The Sector of Transport, Communication and Distribution

The development of transport and communication
facilities in underdeveloped countries often depends te
a large extent en public investments. This is why, as
Table 22 shows, the public sector is expected to invest
158.63 million of the planned gross fixed investment of
I5.95 million in the sector of transport, communication
and distribution. The remaining sum of LS5.32 million
is planned to be invested by the private sector. The
Plan, for statistical reasons58, does not give separate
figures regarding private investments in transport and
distribution.

As for public investment in the field of trans-
port Table 22 shows that Sudan Railways is expected to
invest about 57 per cent of total public investments
in the sector of transport, communication and distri-
bution. This is natural as Sudan Railways would remain
the main carrier of goods and passengers during the
Plan period. The general line of Suden Reilways devel-
opment during the decade of the Plan is to strengthen
its existing network rather than extending it. Air
trensport is alloted about LS.14.2 million to expand

381pid., p. 142.
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and improve air and air-port services. Apart from
Khartoum-Wad Medani road, road transport would not sig-
nificantly develop during the Plan peried.

In the field of communications the Department
of Posts and Telegraphs is expected to expand and im-
prove its services by investing about LS.27 million.

The public sector will play & leading role in
the development of distributional facilities in the
Plan period by investing I8.2.7 million in this field.
{he major public projects in this regard are two silos
to be set up the Agricultural Bank one at Gedaref and
the other at Port Sudan with a capacity of 100,000
tons and 50,000 tons respectively.

The next chaspter will deal with the finanecisasl
resources in the Sudan's Ten Year Plan of Economic and

Social Development 1961/62 - 1970/71.



CHAPTER IV

FINANCIAL RESQURCES

IN THE SUDAN'S TEN YEAR PLAN OF

ECONOMIC AND SOCIAL DEVELOPMENT
1961/62 - 1970/71

INTRODUCTIQN

The general litterature om the economics of dev-
elopment devotes little attention to the financial as-
pects of development, and is f:equently content to as-
sign a subsidiary role to the financial system. But I
believe, we must consider the financial aspects of any
development policy as an essential part of the overall
picture. In planning it is not the size of the plan
that matters most, "what really maters is our ability
to obtain resources that determine the final size of the
plan. In this sense ... planning basically reduces it-
self to financial planning.l The role of the financial
policy is to influence the lending and borrowing opera-
tions in ways conducive to economic development i.e. to

influence the asset holding and liability accepting

Ig.x. Bhattacharyya ns A Generalist
Approach (Bombay:= 4Asia bii ca on unae, s Do D%

-8h =



decisions of individual economic entities so as to max-
imize the rate of economic growth. The two basic tech-
nical criteria, by which the financial aspects of a
development policy cen be judged, are:
"], How satisfactory is the ex-ante disparity
between borrowing and lending, inherent in a dev-
elopment policy, reconciled by the financial au-
thorities?; 2... how is the disparity between
private investment optima and social investment
eptima, inherent in many development policies,
reconcllsd bzzthe financial policy made by the
authorities?

A11 finencial policies of underdeveloped count-
ries strongly advocate mobilization of savings without
which the desired acceleration of economic growth would
not be attained. Mobilization of savings means speci-
fication of targeté to be fulfilled as well as the poli-
¢y instruments to be used. It also caters for the sig-
nificance of the composition'of savings which can be
looked at from different angles. "One is the composi-
tion by sectors: savings may be pﬁblic or private, and
if private, it may be personal or corporate etc. #Ano-
ther is the composition by assets: the assets acquired

by the savers may be physical assets ... or financial

2r.A. Gar Bl Nabi, "Financial Aspects of Econo-

mic Development", The Sudasnese Economist, issue no: 61
(July, 1963), pp. 12-13.



assets.“5

‘Mobilization of savings must be considered with-
in the framework of the political, social, and economic
conditions prevailing in each of the underdeveloped
countries. Recalling the general characteristics of
underdeveloped countries, mentioned in the first chapter,
one can safely generalize that for these countries to
achieve a substantial increase in the rate of saving, a
great many institutional, structural and social changes
must take place. Savings as a source of finance can be
divided into domestic and foreign. Domestic saving, in
turn, can be classified into public and private savings,
Public savings defined as surplus on current account is
a major source of financing public investment in under-
developed countries particularly in those where the
government is unable to borrow from the local market
because of inadequate financial institutions and lack
of transferable savings. Increasing government savings
will depend, on the one hand, upon the ability to impose
additional taxation and to enforce existing taxes more

effectively and on the other hand, on the determination

38. Hansen, "Tax Policy and lMobilisation of
Savings”, vaernment-F%ggggc and Economic Development
(Paris:. Organization For kconomic -gperation an

Development, 1965), pp. 143 - 144,



and ability to restrain current government expenditures.4

However due to the ever expanding role of government in
underdeveloped countries current expenditures are bound
to increase. "In general a secular trend of increasing
current governﬁént expenditure has prevailed throughout
the developing nations exerting a long term upward pres-
sure on government spending.'5 The prevailing political,
social, and economic forces ire major factors determining
the government sability to impose additional taxation and
to restrain from current spending in favour of develop-—
mental expenditures.

Besides taxation, the major source of public
revenues, there are other budgetary means which can be
used to sugment public revenues. Public debt is one of
the budgetary means to mop up pebple's savings with
their consent. Two methods can be adopted by the govern-
ment to raise loan finance. One is floating market
loans and the other tapping small savings.6 In most

underdeveloped countries resort to public debt is limit-

141. Basch, Financing Economic Development (New
York: The Machmillan ompany , s Do 220

°Ibid., p. 11.
GBhattachayya, op.cit., p. 69.
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ed by the inadequacy of financial organization and ab-
sence of capital markets. "In view of the difficulties
anticipated, it is often suggested that the lLife Insur-
ance Corporatioms funds should be reserved for govern-
ment borrowing."7

Another source of public finance in underdevel-
oped countries is the surplus realized by government
enterprises. The contribution of this source to each
underdeveloped country depends on the degree of the
government's engagement in the profitable production of
marketable goods and services. In the Sudan, for ins-
tance, as we shall see, the Sudan Railways which is a
public enterprise is an important source of government
revenues.

The third source of public revenues is deficit
financing which simply means induced budget-deficit
financed by newly created money. Bearing in mind the
fact that the process of rapid economic growth can
hardly be non-inflationary, underdeveloped countries
have to be very cautious in resorting to deficit finane-
ing which is inherently inflationary. The rate of eco-

mic growth, however, gives an objective measurement of

7Ibid., p. 70.
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the scope for deficit financing.s Creeping inflation
which might result from conservative recourse to deficit
financing should not only be tolerated but also desired
for sustaining the tempo of prodnction.9
Turning to private domestic savings, we find
that it is difficult to estimate them in underdeveloped
countries where no reliable statistical information is
available. This difficulty is intesified for countries
where subsistence septor i.e. non-monetized sector,
still represents a large part of the economy. ¥or plan-
ning purposes only private savings of the modern sector
of the economy are estimated. Generally speaking the
income-saving ratio in underdeveloped is lower than in
advanced t::oun.tn:'.’LeE!.:m Pome of these savings, low as
they are, are not deposited at financial institutions
or invested in financial assets but remain idle as hoards
or are used to buy gold and silver ornaments. Thus new
saving habite are in urgent call in underdeveloped coun-
tries to effect the transferability of these savings.
Transferability makes possible the use of savings for

8Ibid., p. 80.
9Ibid.
loﬁasch, op.cit., p. 106.
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private and public investment, and thpough it a flow of
funds can be established to support a higher level of
economic activity and to make the economy more flexible.l1
Thus even if the propensity to save of the private sec-
tor should not change — and it is bound to change - the
form of institutionsl saving will give this propensity
an entirely new meaning and importance.12 This, however,
presupposes a relative monetary and financial stability.
The objective of mobilizing and chanelling priv-
ate savings to finance public and private investments
calls for a nation-wide campaign to induce people to
save and this must be supported by establishing approp-
riate financial institutions of various kinds. The
list below names the institutions which have prowven
successful in attracting savings and in making them
available to investors in the various important fields
of economic activity:15
1. Commercial banks' saving departments;
2. Postal saving system;

3. BSaving bank proper: collecting savings and

D1pia., pp. 112 - 113.



4,

5.

6.

.7.
8.

investing in mortgages and public securities;
Agricultural credit cooperatives;

Mortgage banks;

Contractural saving: life insurance insti-
tutions, private and public pension fundsj
Special institutions, hire-purchase companiesj

And stock exchange institutions.

Until such institutions are implemented personal

savings would remain a minor source of finance and private

savings would flow mainly in the form of retained earn-

ings of private corporations. The public and private

savings in underdeveloped countries are not adequate for

meeting fully the financial requirements of their devel-

opment plans. Thus recourse to external sources of fi-

nance to suppleﬁent the domestic sources becomes inevi-

table.

The inflow of foreign funds to underdeveloped

countries is a growing concern in the literature of eco-

nomic development. Foreign fund flow into less develop-

ed countries as direct private investment, hard loans,

soft loans and grants. In most of these countries the

political and economic conditions have limited severely

direct private foreign investment with the exception of
investment in the petroleum and mining fields. This is



why underdeveloped countries depend, if at all, to a
very small extent on private foreign investment as a
source of financing their plans.

Hard or conventional loans are advanced at rela-
tively high rates of interest and are repayable in
foreign exchanges. The institutions providing such
loans include conventional credit instituions such as
commercial banks and investment banks, and international
and regional institutions such as the International Bank
far Reconstruction and Development and the Inter-Ameri-
can Development Bank. GConventional credit institutions,
like direct private foreign investment, are an insigni-
ficant source of finance to underdeveloped countries be-
cause of political instability in those countrkes, re-
sulting in a continual change of governments and econo—
mic policies. International and Regional credit insti-
tutions are an important source of finance to under-
developed countries. The International Bank for Re-
construction and Development is the leading internation-
al institution offering conventional loans to underdevel-
oped countries. It charges rates of interest correspond-
ing to the rate at which it can borrow in the market plus
one percent statutory commission set aside as a special

reserve against losses; and in recent years the rates for
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twenty-year loans have been about 5 g -5 %iper cent.l'4

Request for loans are considered by the International
Bank in the light of their intrinsic ecoﬁomic merits.
Besides, the International Bank would not extend a loan
before considering, among other things, the balance of
payments situatiion of the recipient eountry. The main
problem, however, is that the financial resources of the
Bank are very limited in comparison with the demand for
them. Thus underdeveloped countries should look for
other sources of foreign finance besides the Internation-
al Bank.

Mainly due to international political conditions
in the mid-fifties, financial assistance from government
to government which started after the second World War
with the Marshall Plan was extended to include under-
developed countries. The United States of America was
leading in this field and was followed later by the
Western European countries and the Soviet Block.

Foreign financial assistance falls in two cate-
goriess Soft losns i.e. loans on lenient terms e.g.
repayment in the receiving country's currency; and

grants. The problem with government to government as-

141pia., p. 254.
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sistance is that politics cannot be excluded and the
contributing governments are often not in a position to
insist on how the funds should be used and what their
end effect on increasing production should be.15 A
multilateral organization to channel aid16 funds to
underdeveloped countries would be capable of restrict-
ing the aid funds to sound economic and social projects.
In international approaches to problems of underdevelop-
ed areas there should not be only cooperation but also
coordination i.e. integration rather than segmentaliza-
tion of effort. But this is easier said than done.
The good use of aid funds is the responsibility of both
the recipient and the contributing countries. For the
recipient comntries the proverb of'easy come, easy go'
is relevant. The contributing countries, on the other
hand, usually extend their aid for pelitical rather
than economic ends. This situation, however, is dictated
by the state of international relations with all their
complex aspects.

Besides the bilateral aid operations underdevel-

oped countries can get soft loans from the International

Development Association which is an affiliate of the

151vid., p. 250.
lslid means, here, both soft loans and grants.
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Internstional Bank for Reconstruction created in 1960.

It is a soft loan lender established primarily to create
"g supplementary source of development capital for coun-
tries whose balance of payments would not justify their
incurring or continuing to incur external debt, entirely

wl?  Dpe credits are repayable in

on conventional terms
foreign exchange,_but free from interest and extend over
fifty years: ten-year period of grace, following which

one per cent per annum is repayesble in the next ten

years and three per cent per annum in the fimal 30 years.ls
These are definitely lenient terms. Besides the Interna-
tional Development Association soft loan advances, under-
developed countries receive technical assistance from

the United Nations Organization and its specialized agen-
cies.

Having considered sources of financing develop-
ment in underdeveloped countries, if seems obvious that
good planning in these countries should rely primarily
on domestic sources of finance. Foreign finance is del-
icate, uncertain and sometimes dengerous. But this does
not mean that it should be ruled out as importamt source -
of finance, particularly as a source of foreign exchanges.

Having generally discussed the different sources of financ-

AI7ﬁosch, op.cit., p. 273.
B1pid.,
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ing development in underdeveloped countries, I turn now
to deal with financial resources in the Sudan's Ten-Year

Plan of Economic and SBocial Development 1961L/62-1970/71.



FINANCIAL RESOURCES IN THE SUDAN'S TEN-YEAR

—_-—_.——_————--—_-_—-—_—_-_

PLAN OF ECONOMIC AND SOCIAL DEVELOPMENT

___—_—_—.—.—-——-——'-—'——_—

1 /62 - 1970/71

The main sources of financing theplanned gross
fixed investment in the Sudsn's Ten-Year Plan (L5.565.4
million) are domestic savings, public and private, and
external funds estimated to flow into the country over
the decade of the Plan. Domestic savings will have to
come entirely from the share of the modern sector in
the gross domestic product as the output of the tradi-
tional sector is assumed to be non-monetized. Table 23
shows the planned contribution of the domestic and for-
eign sources in financing the gross fixed investment over
the whole period of the Plan: domestic savings are pro-
jected to cover approximately 74 per cent of the planned
investment total (out of which nearly 39% will be con-
tributed by the public sector and nearly 35% by the pri-
vate sector) and the remaining 26 per cent.are to be con-
tributed by the rest of the world. As we shall see later
drawings on the foreign exchange reserves of the country
would provide funds for finsncing sbout one per cent of
the gross fixed investment leaving only 25 per cent of
the planned investment total to be financed by external

sources.
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Table 2% shows, also, that financing investments
relies more on foreign sources during the first half of
the period of the Plan than in the second half. If we
compare the first five years of the Plan with the last
five years we find that foreign sources are expected to
provide LS.91.,6 million in the first five years as against
IS. 176.5 for domestic resources (i.e. 34.2 and 65.8 per
cent respectively), while in the last five years of the
Plan foreign sources are expected to provide LS.57.9
million against LS.239.4 million for domestic sources
(i.e. 19.5 and 80.5 per cent respectively).

- More reliance is also put on private domestic
sources compared to public domestic sources towards the
end of the Plan than at its beginning. Public sources
are expected to contribute LS.103.1 million in the first
five years compared to IS.73.4 million from private sour-
ces (i.e. 58.9 and 41.1 per cent of domestic sources res-
pectively), while in the last five years of the Flan the
public sources are expected to contribute 15.116.6 mil-
lion compared to LS.122.8 million for private sources
(i.e. 48.7 and 51.3 per cent of domestic sources respec-

tively).
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Table 24, which elucidates Table 23, shows that
the average annual domestic savings over the decade of
the Plan amount to 33.16.8 per cent of the gross domes-
tic product of the modern sector of the economy at fac-
tor cost. Table 24 slso shows that public and private
savings emount on the average respectively to 9.2 per
cent and 7.6 per cent of the gross domestic product of
the modern sector of the economy at factor cost. A
striking feature of Table 24 is that public savings in
the first five years of the Plan (10.1%) are greater
than in the second half of the Plan period (8.2%). The
reason for this, as we shall see later, is that the share
of the public sector in the gross domestic product of
the modern part of the economy at factor cost would be
less in the second half of the Plan period than in the
first one. Table 24 also shows that private savings are
grester in the second half of the Plan's decade (8.2%)
then in the first half (7.1%). The reason for this, as
we shall see later, is that the share of the private
sector in the gross domestic product of the modern part
of the economy will be growing at the expense of the
share of the public sector in the second half of the Plan
period.
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Public savings originating with the Central
Government and with Government entities with separate
budgets, mainly the Sudan Railways, and the Central
Electricity and Water Administration, are projected to
amount approximately to 53 per cent of total domestic
savings: about 35 per cent for the Central Government
and the remaining 18 per cent for the public entities
with separate budgets. This shows that the savings of
these public entities are of great importance to the
finsncial set-up of the Plan. Thus the public entities
with separate budgets must strictly control their cur-
rent expenditure to accumulate the projected surpluses
not only to finance their own expansion, but also to
transfer the remaining funds, if any, to the Central
Government. The most important Government entity with
e separate budget is the Sudan Railways. "The total
gross current surplus of the (Sudan) Railways in the
whole Plan Period could amount to cover LS.50 millien,
including provision for repayment of debt as it is con-
sidered in this Plan that all public foreign debt re-
payments will be compensated for by additional foreign

loans or grants.“l

lope Economic Planning Secretariat, The fen Year
Plan of Economic and Social Development 1 é ¢
p. L
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The estimate of future Central Budget revenues
is based on the pre-plan level of taxes and tariffs.
Thus the realization of the projected Government savings
depends wholly on the ability of the Government to in-
crease its revenues from the various sources and to con-
trol the growth of £ts annual current expenditures.
Table 25 shows the projected revenues, expenditures, and
savings of the Central Government. The major sources of
the Government revenues are indirect and direct taxes
and the Government participation in Agricultural under-
takings, napely cotton production. Import duties, as
can be seen from Table 25, are the most important single
source contributing to the revenues of the Central

Government.
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Table 26, which is calculated from Table 25,
shows a decline in the relative share of the import
duties in the revenue of the Central Budget including
revenue directed to Provincial Councils. ®Since taxes
and tariffs are assumed to be mainteined at their pre-
plan levels, the reason for this fall can only be attri-
buted to the decline in import outlays as a result of
large scale import substitution which is one of the ob-
jectives of the Plan. Table 27 shows that the project-
ed figures of final import value are declining relative
to the projected gross domestic product of the whole
economy at market prices. Looking horizontally into
Table 25 under the item of 'revenue', one should note
that import duties have the lowest rate of growth in
the whole list of sources of revenue. Thus the decline
in the relative share of the Government revenue in the
gross domestic product of the modern part of the econo-
my at factor cost shown in Table 26 can only be ex-
plained by the fact that imports will not rise at the
same rate as the gross domestic product owing to large
scale import substitution shown in Table 27.
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TABLE 26

Projected Import Duties As Percentag% of Sudan's
Projected Revenue of the Central Budget Including

Revenue Directed to Provincial Councils in the

Plan Period 1961/62 - 1970/71

Toar | TOPQEE MEISR Sevenve
1961/62 36.8
1962/63 34..6
1963/64 34,4
1964/65 33.1
1965/66 32.0
1966/67- 313
1967/68 31.1
1968/69 30.5
1969/70 30.1
1970/71 29.9

1Pbrcentages are mine, They have been calculated
?rom Table 25 in this chapter.
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TABLE 28

Projected Government Revenue As Percentage of

Projected Gross Domestic Product of The

Modern Part of the Economy at Factor Cost
In The Plan Period of the Sudan

1961/62 - 1970/71

Year Percentage
1961/62 30.5
1962/63 - 36.2
1963/64 32.1
1964/65 31.0
1965/66 29.8
1966/67 28.6
1967/68 28.2
1968/69 27 .6
1969/70 26.9
1970/71 26.4

Source: Information available in The Ten Ye
Plan on gross domestic product and Government revenue
in pages 42 and 72 respectively. Percentages are mine.
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It should be noted from Table 28 that the share
of the Government revenue in the gross domestic product
of the modern part of the economy at factor cost is,on
the average, 31.7 per cent in the first five years of
the Plan, while in the second half of the Flan the cor-
responding ratio is only 27.5 per cent. The obvious
explanation for this is that import substitution would
become more effective after 1965/66 as Table 28 showss
\Thia also explains the observation on Table 24 mentioned
before regarding public savings in the Wwo halves of the
Plan period.

Returning to Tsble 25, the other sources of
Government revenues, i.e. excluding import duties, hard-
ly need any anelysis. It is evident from Table 25 that
the contribution to Government revenues of 'other in-
direct' taxes which include consumption and excise duties
and sugar monopoly profits is projected to increase at
a slightly higher rate than total Government revenues.
Its share in total Government revenues (including those
directed to provincial councils) will increase from about
16 per cent over the first half of the Plan to about 18
per cent in the second half. The direct sources of re-
venue of the Central Budget, which include Government
participetion in agricultural undertekings, export duties
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and royalties, business profit tax; fees, charges, reim-
bursement, and others, are expected to contribute a
growing share of total revenues, especially the last two
items.

On tthe expenditure side a fundamental assumption
underlying the Plan is that current expenditures of the
Government, during the period 1962/63 - 1970/71, must
not increase by more than 5 per cent annually.2 With-
out such control over current expenditure s it will not
be possible to realize the planned Government savings.
The Plan considers this awverage annual growth of 5 per
cent sufficient for both the aﬁnual growth of recurrent
expenditures and for additional current expenditures
consequent on the development programme. Although the
Plan acknowledges that the rate of growth of Government
current expenditures was more than 5 per cent in the
recent past - in fact the average annual rate of growth
of Government current expenditures in the last five
years preceding the Plan was 10 per cent5 - it still
conceives this target rate as attainable through delib-

erate government action to curb the previously prevail-

21bid., pe 74

3Tne Ministry of Finance and Economics, Economic
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ing rate of growth of current expenditures. "The delib-
erate policy to limit the growth of hon-development ex-
penditure is oféourse oéually applicable to many compo-
nents of extra budgetary expenditure, in particular it
is the intention of the Government to keep a close watch
on its lending activities.“4
Turning to the private domestic savings Table
23 shows that they are projected to provide an amount
of 15.196.2 million over the decade of the Flan to
finance 86 per cent of the total planned private invest-
ment. The average value of the ratio of gross savings
i.e. including depreciation allowance and company sav-
ings, to private income was nine per cent in the period
1955/56 = 1960/61 in the modern sector of the economy.5
This ratio fluctuated considerably from year to year
mainly due to fluctuastions in output, export prices and
in stocks held by the private sector.6 The Plan, how-
ever, conservatively estimated this ratio at 8 per cent

at the beginning of the Plan period, but subsequently a

gradual increase to 10 per cent has been assumed.7 This

*Phe Economic Planning Secretariat, op.cit.,p.74.
5;9;@., p. 69.

6!2li°

7L§;Q-
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gradual increase is expected to come about as a result
of the Government policy to stimulate private savings
through social insurance schemes, raising of interest
rate for postal savings, the creation of a capital
market, encouraging qf opening savings accounts at com-
mercial banks savings departments, and promdtion of pro-
fitable investment Oppbrtunities for the private sector.
Table 29 below shows private savings as percentage of
the gross domestic product of the modern part of the
economy at factor cost for the five years before the

Plan and the Plan's decade.
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TABLE 29

Private Domestic Savings as a Percentage of
The Gross Pomestic Product of the Modern

Part of The Economy At Factor Cost

1956/57 - 1960/61 and Projection
Qver the Period of The Plan®

Year Percentage
1956/57 6.3
1957/58 7.8
1958/59 15.4
1959/60 ‘ 4.5
1960/61 11.9
1961/62 4,7
1962/63 8.1
1963 /64 7.3
1964/65 76
1965/66 7.9
1966/67 8.3
1967/68 8.6
1968/69 8.1
1969/70 8.8
1970/71 7.0

8Calculated from the annual Economic Survey for
the five years before the Plan and from the Eioaec%ed
figures for the Plan period in the Ten Year n.
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The Plan claims that "the estimated trend of
forthcoming savings is based on a certain statistically
established relationship between total income of the
private sector and its sevings in the past period."8
Neither the Plan mor eny other official publications
show any deteiled statistical information on the com-
position of private domestic savings. In introducing
this chapter it has been pointed out that information
is lacking on the composition and use of the private
domestic savings in most of the underdeveloped count-
ries of which the Sudan is one. It seems that the ar-
chitects of the Sudanese Plan have suffered from these
shortcomings when they estimated the propensity to
save for the domestipq/risveactteor on aggregate basis.

Turning to the external sources of finance,
Teble 30 shows that the external sources are projected
to provide LS5.117.3 million to finance 34.5 per cent
of the public sector's investments, and LS8.32.2 million
to finance 14 per cent of the investment of the private
sector over the decade of the Plan - a total sum of

1S.149.5 million. In fact this sum is equal to the pro-

jected cumulative deficit on the current account of the

81pia. ,
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Sudan's balance of payments which is expected to be
financed from external sources. A small portion of the
external deficit, namely ILS.6.0 million, is provided
for, as mentioned before, by a net drawing on the coun-
try's foreign exchange reserves9 which will reduce the
need of the private sector for foreign finance from
LS.32.2 million to about LS.26 million. The stated
policy with regard to foreign reserves is to use them
exclusively as a cushion against seasonal and other
short-term fluctuations in foreign exchange income and

not to use them for financing investment.lo

91t the be%énnin of the Plan foreign exchange
reserves stood at .53.2 million. See, Ministry of

Finance and Economics, Economic Survey 1963, p. 53.

- 1°The Economic Planning Secretariat, op. cit.,
P .
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The contribution of the external financial re-
sources is estimated, as mentioned before, at 25 per
cent of the gross fixed investment. By way of contrast
gross fixed investment over the five years preceding
the Plan was almost completely financed domestically.
The Plan assumes, counting on the activities of the
Industrial Bank and on some Sudanese firms which are
developing contacts abroad, a rising trend for private
long term capital from LS. one million at the beginning
of the Plan periodto nearly LS.4 million at the end.;l
This assumption of gradual growth of private long term
capital does not exelude the possibility of annual de-
viation from the trend or the experience of rather
erratic behavior with regard to short term capital in-
flows.I2 As for the repayment of the private foreign
debt the Plan remains silent.

The contribution of external sources to finance
public investment is of great significance for the suc-
cess of the Plan. As mentioned before external sources
are expected to provide the finance for 34.5 per cent

of the planned public investment. This is a net figure

U1pid., p. 76.
121piq.
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in the sense that it does not include repayments of capi-
tal. Table 31 shows that prospective repayments of loans
by the public sector are estimated at LS.54 million
during the Plan period. Thus the required gross foreign
capital inflow to the public sector amounts to about
LS.171 million. At the beginning of the Plan I8.55.7
million were alresdy secured in the form of conventional
loans, 1S.9.8 million were ascertained grants from the
United States of America and the United Nations Organi-
zation, LS.1l million were to come from payments by the
United Arab Republic as compensation for the evacuation
of Wadi Halfa. To calculate interest and amortization

it has been assumed that the remaining IS.94.7 million
would be obtained through conventional loans and more
grants, the former amounting to LS. 78.7 million and the
latter to LS.16 million.13
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The net increase in foreign public indebtedness
over the decade of the Plan would consequently amount
to 15.80 million.14 This means an increase in the
Sudan's public foreign debt from IS.26'7 million st the
beginning of the Plan to LS.106 million by 1970/71. It
is worth noting that the total domestic exports project-
ed for the period of the Plan would value L5.793.2
millionle; and interest on and repasyment of official
loans (See Table 31) would both amount to 1S.81l.4 million.
This might raise the average annual public debt servicing
to 10.3 per cent of the projected domestic export earnings
compared with about 4 per centl7 in 1961/62. This is
obviously a heavy burden on the financial mesources of
the Government as well as on Sudan's balance of payments.
Further comments on this and other observetions are re-
served for the next chapter in which the whole Plan is

evaluated.

14!his figure is obtained as follows: I8.171.2
million minus IS8.20.8 million minus LS.54.1 million minus
IS.16 million = IS.80.3 million. It is also worth point-
ing out here that interest payments are assumed to be
made out from current Government expenditures.

15phe Economic Planning Secretariat, op.cit.,px53.
161pig., p. 17.
171pid., p. 53.



CHAPTER V

EVALUATION OF THE SUDAN'S TEN-YEAR PLAN OF
ECONOMIC AND SOCIAL DEVELOPMENT

1961/62 - 1970/71

The preceding four chapters covered a short
jntroduction on economic planning in underdeveloped
countries, the major characteristics of the Sudanese
economy and the objectives of the Ten-Year Plan, the
distribution of planned public and private gross fixed
investment among the economic and socio-economic sectors,
and the various sources of financing the proposed in-
vestments. This chapter will deal with the results in
the first three years of the Plan for which information
is available and its general evalustion. As this is the
first comprehensive plan in the history of the country,
it might be useful to outline briefly the Sudan's ex-
perience in economic planning.

The first efforts towards partial economic plan-
ning in the Sudan date back to 1946 when the Development
Priorities Committee was established to assess the post
war development projects and decide on priorities.

This Committee prepared the First Five-Year Development
Programme extending from 1946 to 1951. The Development

- 138 -
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Priorities Committee was superseded in 1949 by the Capital
Expenditure Standing Committee which, in turn, was wound
up in 1951 when the new Development Committee came into
being. The terms of reference of the Develepment Com-
mittee, which prepared the Second Five-Year Development
Programme 1951/56, combined general development planning
and short term development programming. The first devel-
opment budget, separate from the ordinary budget, was
prepared for the financial year 1951/52. When the count-
ry achieved self-government in 1953 the Development Com-
mittee became a sub-committee of the Cabinet with a De-
velopment Board in the Ministry of Finance and Economics
at its disposal. The Sudan attained its full independ-
ence in January, 1956. In 1957 three developmental ef-
forts were in parallel progress: the New Schemes Pro-
graemme 1957/61, the lManagil Irrigation Project, and the
Sennar Dam Hydro-Electric Power Froject. In 1961 the
Council of llinisters approved the new Planning Orgeniza-
tion which prepared the first comprehensive plan of eco-
nomic and social develapment. A detailed description

of the Planning Orgenization is reproduced as appendix

I.
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The results of the first three years of the Plan,
shown in Tgble 32, require a detailed analysis before
one can pass a Jjudgment. The actual gross domestic pro-
duct surpassed the Plan figure by 5.1 per cent in 1961/62,
4,3% in 1962/63, and 0.7 per cent in 1963/64. Although
the actual figures surpassed the Plan targets for the
gross domestic product in absolute terms in the first
three years of the Plan, the projected rate of annual
growth was not realized (or surpassed) except in 1961/62.
In 1961/62 the gross domestic product increased by about
14.3 per cent, compared to the projected rate of 7.8 per
cent, while in 1962/63 the gross domestic product regis-
tered an actual rate of growth of 0.6 per cent compared
to the projected rate of l.4 per cent. In 1963/64 the
actual rate of growth of the gross domestic product was
about 0.7 per cent while the projected rate was 4.3 per
cent. Thus the economy made & relatively big jump in
1961/62 but it could not sustain it in the following two
years. The reason for this jump is attributed mainly to
the exceptionally good cotton crop in 1961/62.

We can, therefore, conclude that although in
each of the three years the actual share of the modern
part of the economy in the gross domestic product was
greater than the Plan target, the actual rates of growth
of this sector were declining. The factors contributing
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to this decline in 1962/63 and 1963/64 are centered around
the fact that the gross domestic product of the modern
sector depends to a great extent on the export earnings,
particularly those of cotton. In 1963 the total value
of exports amounted to LS. 78.7 million which is almost
the same level of LS. 79.0 of 1962.1 Thus no improvement
was realized in 1963 over the achievement of 1962. In
1964 the cotton harvest was poor and the value of cotton
exports was 37 per cent less than that of 1965.2 How=-
ever the increase in the value?ﬁther exports particular-
ly gum arabic partially compensated for the decline in
cotton exports and the total export earning in 1964 were
only 15% less than those of 1965.3

Turning to indirect taxes, Table 32 shows that
they surpassed the planned figures by 22.1 per cent in
1961/62, 27.3 per cent in 1962/63 and 27 per cent in
1963/64. However the rate of growth of the value of
indirect taxes in 1962/63 wes 10.3 per cent, while for
1963/64 the rate was less than one per cent. The reason
for this is that import outlays, which are the main

1Hinistry of Finance and Economic, Economic
Survey 1963 (Khartoum: 1964), p. 2.

Zﬂinistry of Finance and Economics, Economic
Survey 1964 (Khartoum: 1965), p. 2.

IIbid.
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source of government revenues from indirect taxes, are

a function of export earnings, particulerly cotton earn-
ings, with a one year time long. In 1962 total import
value was LS.89 million*while in 1963 this value jumped
to LS.97.6 million and in 1964 the import value dropped
to IS. 93.2 million.”

The figures of deficit on current account in the
balance: of payments shown in Teble 32 asre difficult to
analyse as the Plan follows the financial year which
begins on the first of guly of each year to end on the
30th of June of the following year. The difficulty
results from the fact that the balance of payments is
published by the Bank of Sudan on the basigof the calen-
der year. The deficits on current account in the balance
of payments in Table 32, which are adjusted by the Min-
istry of Finance and Economics to suit the financigl years
covered by the Table are not explained. However Table 33
gives a clear idea about the deficit on current account
in the balance of payments, the inflow of foreign capital
and the changes in foreign reserves for the years 1961,
1962, 1963 and 1964.

I
The Ministry of Finance and Economics, Economic
Survey 1962 (Khartoum: 1963), p. 2. ’

>The Ministry of Finance and Economics, Economic
Survey 1964, p. 2.
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TABLE 33
Sudan's Balance of Payments
1961 - 1964

(In L.S. Million}

Item 1961 | 1962 | 1963 | 1964
Exports® +61.3 | +79.7 | +85.5 | +70.2
Imports® -77.8 | -86.7 | =97.9 | -87.9
Balance of Trade =16.5| = 7.0 | =12.4 | =17.7
Balance of Invisibles - 6.1 =14,0 | =-13.9 | -14.2
Total Current Account -22.6 | =21.0 | =26.3 | -31.9
Official Loans and Grants + 6,1+ 5.3+ 7.1 |+11.8
Aswan Dam Compensation + 4,0 + 4.0 |+ 4.0 e
Net Movements in Working

Balances -_— |+ 3,0~ 1.8 |+ 7.0
Other (Net) + 7.4+ 5.2+ 1.8 |+ 3.0
Total Capital Account +17.5 | +17.5 | +11.1 | +21.8
Errors and Omissions + 0.2+ 0.61~=0.3 |+ 0.1

Increase (+) or Decrease (-)
in Foreign Reserves -4,9| - 2.9 | -15.5 |-10.0

Source: Ministry of Finance and Economics, Eco-

nomic Survey 1963, p. 48, and Economic Survey 1964,p.%3.

8rhe discrepencies between the exports and imports
figures given in this table and the figures quoted in pages
142 and 143 of this chapter should be noted. One real
wonders how the Ministry of Economics and Finance could
gublish such inconsistent statistical information in one

ook. This illustrates the limited reliability of the sta-
+4a+inal fionraa nna had to deal with.
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TABLE 33
Sudan's Balance of Payments
1961 - 1964

(In L.,5, Hillion)

Item 1961 ! 1962 | 1963 1964
Exports® +61.3 | +79.7 | +85.5 |+70.2
Imports® =77.8 | =86.7 | =97.9 | -87.9
Balance of Trade =16,5 | = 7.0 | =12,.4 | «17,.7
Balance of Invisibles - Dol | 14,0 | =13,9 |=14,2
Totasl Current Account -22.6 | =21,0 | =26,3 | -31,.9
Cfficial Losns and Grants + 6l |+ 543 |+ 71 | +11,8
Aswan Dem Compensetion + 4,0+ 4,0+ 4,0 —
Net lMovements in working
Balances - |+ 3,0]=1,8 |+ 7.0
Other (Net) + 74+ 5,2+ 1,81+ 3,0
Total Cepital Account +17.5| +17.5 | +11,1 | +21.8
Errors end Umissions + 0.2 4+ 0,61 = 0.3 |+ 0.1

Increase (+) or Decrease (-)

in Foreign Reserves - 4,91 - 2,9 ] =-15,5 | -10,0
Source: linistry of Finance and Economics, -
nomic Survey 1963, p. 48, and Eeonomic Survey 1964,p.%3.

8The discrepancies between the exports and imports
figures given in this table and the figures quoted in pages
142 and 143 of this chepter should be noted, Cne roalgy
wonders how the Ministry of LZeonomies and Finance could
gublish such inconsistent stetisticel informetion in one
ook, Thig illustretes the limited relisbility of the sta-
tistical figures one had to deal with.
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The deficit on current account in the balance
of payments in the four years covered by Table 33 amount-
ed to IS.101.8 million. Capital inflow scored 67.9 mil-
lion and the foreign exchange reserves of the country
deterierated by IS.33.9 million during the same period.
Here two deviations are evident. First the Plan projects
that external sources would provide LS.77.2 million in
the perioed 1961/62 - 1964/65 but actual inflow of foreign
capital amounted to enly 67.9 million in the period 1961~
1964, Although the two periods do not exactly eoincide,
but one can safely say that the inflow of foreign capital,
especially official loans and grants in the first three
years of the Plan was short of what had been planned.
The second deviation is related to the official assump-
tion stated in the Plan that foreign exchange reserves
would be exclusively used to meet short term fluctuations
in the current account of the balance of payments. The
deterioration of the foreign exchange reserves by more
than 50 per cent in three years is definitely a serious
digression from the assumption stated in the Plan.

The uses of the national resources presented in
Table 32 show that private gross fixed investments sur-
passed the Plan target by 8 per cent in 1961/62, fell
short of the projected figure for 1962/63 by 7.8 per
cent but recovered in 1963/64 and exceeded the Plan



- 146 -

target by 1.3 per cent. But taking the theee years to-
gether we find that the planned investment for the pri-
vate sector (IS.50.8 million) was almost equal to the
actual private investment (Is8.51.0 million). ZThe rate
of inecrease in Public investments in the three years
under consideration was éuite remarkable. In 1961/62
public investment exceeded the Plan target by 33.5 per
cent, in 1962/63 by 14.3 per cent, and in 196%/64 by
55.8 per cent. This is attributed to simultaneous ex-
ecution of a number of big projects by the Suden Rail-
ways, Ministry of Irrigation (two dams), and Wadi Halfa
Resettlement Project. The total public investment in
the three years was LS.150.1 million, while the fore-
cast in the Plan for the same period was only Is.112
million. This measns that actual public investment in
those three years surpassed the Plan targets by about
1S.38.0 million. Public savings, however, were I5.87.2
million6codbared to IS.62.8 million foreseen in the Plan
for the first three years. Thus the increase in public
investments was financed to the extent of about 64 per

cent from the increase in public savings.

The cash position of the public sector deteriora-

©Ipid., p. 1.
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ted appreciably in the first three years of the Plan.

In 1961/62 the liquid position of the public sector
diminished by LS.16.7 million.7 In 1962/63 the cash
position of the public sector deteriorated again by
LS.5.7 million, and in 1963/64 by 1S.20.2 million.8

This deterioration in the cash position of the public
sector is attributed mainly to the high level of public
jnvestment in the first three of the Plan coupled with

a relatively higher consumption level as we shall see

in the next paragraph, and low inflow of foreign capital
as has already been pointed out. This unhealthy finan-
cial situation obliged the Government in December, 1963
to increase taxes in general and to introduce income

tax for the first time in the history of the country.
Thus the Gove rnment was led to deviate from the Plan's
assumption of meintaining taxes and tariffs at their pre-
plan levels.

As to the uses of national resources for consump-
tion purposes Table 32 shows that the private sector sur-
passed the target for the first three years of the Plan
only by a small margin (about 2 per cent). The consump-

tion of the public sector exceeded the Plan target by

7Hinistry of Finance and Economics, Economic
Survey 1962, b.61.

8Hiniatrz of Finance and Economics, LEconomic
Survey 1964, p. 49.
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15.1 per cent in 1961/62, 7.5 per cent in 1962/6% and
8.2 per cent in 1963/64. It should be noted that the
actual rate of growth of public consumption (8.7 per
cent) in 1962/64 was less than the Plan terget of 16.4
per cent.9 In 1963/64 also the actual rate of growth
of the public consumption (5.7 per cent) was less than
the Plan target of 9.3 per cent.lo But the total act-
ual public consumption in the first three years exceed-
ed the Plan target by 10 per cent. The actual public
comsumption in the three years amounted to LS5.140.8
million while the projected figure in the Flen for the
same period was only 15.128.0 million.11
Thus it is quite evident from the analysis of
Teble 32 that the economy of the Sudan had a& relatively
big push forward in 1961/62, while in 1962/63 and 196%/64
the economy was more or less stagnant and was enjoying
the fruits of the first year of the Plan., If the annual
growth of population at the officially assumed rate of
2.8 per cent is taken into account, the Sudanese economy
wae in fact regressing during the years 1962/63 end 1963/
64. The validity of this statement is supported by the
fact thet the gross domestic product per head in 1961/62

9The Economic Planning Secretariat,op.cit., p.59.
101piqg.
M1pia.
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was LS.33.0 while in 1962/63 it MOppedEOIS.§2.§, and in
1963/64 it dropped further to 15.31.6.22 But taking the
first three years together we find that the actual aver-
age gross domestic product per head (I18.32.3) has exceed-
ed the Plan target of LS.31.513 for the same period.
Further more the actual average gross domestic product
per head for the period 1961/62 - 1963/64 (LS.32.3)
compares favourably with the corresponding figure
(LS.29.5)14 realized in the three years preceding the
Plan. However in making comparison between planned and
actual results it must be borne in mind that the figures
of the Plan are all trend estimates. It is only natural,
therefore,for actual results to fluctuate around the
trendline, especially in an economy like the Sudan which
is so heavily subject to factors beyond its control such
as climate, pests and world demand for its exports. The
performance in the first three years of the Plan, how-
ever, gives a good idea about the Plan in action and

paves the way for its general evaluation.

12Hinistry of Finance and Economics, Economic
Survey 1964, p. 13.

15mne Economic Planning Secretariat, o sCit.,pe42.
W1pia., p. 12. '
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The Sudan has practised partial plannipg for
about fifteen years. The Ten-Year Plan is the first
comprehensive plan in the history of the country. It
is comprehensive in the sense that it covers the public
and the private activities in the economic and socio-
economic sectors. However it is still partial in the
sense that it caters only for the modern sector of the
Sudanese economy, leaving the traditional one practical-
ly unplanned. The Plan was prepared under a military
regime which had no development philosophy or a long
term outlook. Technically speaking the Plan is well-
worked out, the objectives are well-formulated and the
established major priorities are in accord with the
objectives of the Plan. The general economic develop-
ment strategy underlying the Plan is to concentrate the
available factors of production on the intensification
and expansion of the modern sector of the economy. A
large part of the Plan is centered on taking sdvantage
of the increased share of the Sudan in the Nile water
Agreement of 1959 between the United Arasb Republic
(Egypt) and the Sudan.

The major sources of weakness which would most
likely affect the Plan as a whole relate to its finan-
cial set-up, the country's insufficient physical and
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administrative capacity to implement the planned projects,
shortage of trained manpower, and inadequacy of transport
facilities. In the field of public finance the fundament-
al assumption of restricting the annual growth of the
Government current expenditures to 5 per cent is rather
difficult to attain. Two mein factors contribute to this
difficulty: firstly the average rate of annual growth of
Government current expenditure for the five years preced-
ing the initiation 6f the Plan was about 10 per cent, and
secondly the execution of planned projects would require
annual current expenditures to operate and maintain them.
Considering the annual rate of growth of current Govern-
ment expenditures in the first three years of the Plan

we find that Central and Provisional expenditures taken
together15 increased by 25.7 per cent in 1961/62 in com-
parison with the previous yeer.16 In 1962/63 the Central
Government current expenditures increased by slightly

more than 11l per cent in comparison with 1961/62.17 Cent-

15No separate figures for the Central Government
Expenditures are given.

16Ministrﬂ of Finance and Economics, Economic
Survey 1962, p. ©64.

I7M1nistry of Finance and Economics, Economic
Survey 1963, p. 58.
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ral Government current expenditure increased from ILS.58.5
million in 1962/63 to 1.5.59.1 million in 1963/64 or by
slightly more than one per cent.18 This sharp decline

in the rate of increase of Government current expendi-
tures in 1963/64 was mainly due to the measures adopted
in December, 1963 which led to a reduction of the current
expenditures under chapter I and II of the ordinary bud-
get. On the public revenue side the import substitution
policy emphasized in the Plan, if carried out, would
certainly reduce the Government revenue from indirect
taxes. The other important source of Government revenue
is the export of cotton which is subject to fluctuations
due to factors beyond the control of the Sudan. The out-
put of cotton depends mainly on the climate and the prices
of cotton are determined externally. Thus public finance,
especially the central budget, would be under the tension
of increasing current expenditures and decreasing Govern-
ment revenues as the Plan progresses. In December 1963
the Government had to drop the assumption envisaged by
the Plan of maintaining taxes and tariffs st their pre-
plan level.

The seecond difficulty with the financial set-up

18Hinintry of Finance and Economics, Economic
Survey 1964, p. 52.
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of the Plan is related to the inflow of foreign capital,
particularly official loans and grants. Before lasunch-
ing the Ten-Year Plan the gross fixed investment of the
Sudan was almost cmmpletely financed from domestic
sources. This, in a sense, means that the country is

of a limited experience in approaching foreign financial
agencies for loans or grants. The Ten-Year Plan assigns
the financing of 25 per cent of the planned gross fixed
investment to external sources, especially official loans
ang rants. Nowadays foreign assistance (loans and grants),
is not solely advanced on the basis of the existence of
sound economic projects. International politics has a
great role to play in this regard. The Sudan's isolation
during the period of the military regime limited its in-
fluence in the realm of international and regional affairs.
Thus the task of securing foreign assistance is not an
easy one for the Sudan. However, with strenuous efforts
the total projected foreign finance might be forthcoming,
but it is much doubtful, as the experience of the first
three years of the Plan has shown, that the inflow would
be as scheduled in the Plan. Noting that most of the
projects in the Ten-Year Plan require some foreign ex-
changes to execute them, the failure of foreign capital
inflow at the right time might either delay the execution
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of some projects behind their schedules, or worsen the
balance of payments current account situation. In ei-
ther case the Plan would be frustrated. A good example
of such frustrations is related to the Roseries Dam
Project. The Dam was completed early in 1967, but the
land to be irrigated has not been yet prepared and the
Government is now approaching the International Bank of
Reconstruction and Development to finance this project.
Furthermore any irregularities in the inflow of foreign
loans would distort repayments'scheduled in the FPlan,
and this is bound to reflect itself rather adversely on
the financial seti~up of the Plan,

The second major source of weakness which would
most likely cause serious deviations from the Plan is
related to the insufficient physical and administrative
capacity to implement the planned projects. The Minist-
ry of Works with its present capacity has proved incapable
of executing public constructional projects, like schools
and hospitals, according to schedule. Public projects
executed by private contractors were usually completed
according to the schedule, with more adherence to spe-
fications and at relatively lower costs. Thus to enlarge
the physical capacity for implementing the projects of
the Plan, it is advisable to strengthen the Ministry of
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Works and resort to private domestic and, if necessary,
foreign contractors to undertake the execution of con-
structional public works under the supervision of the
Ministry of Works.

The insufficient administrative capacity is a
major bottleneck threatening the Plan. This is best
illustrated by the failure of the Ministry of Education
and the lMinistry of Health to implement their planned
projects in the period 1961/65. Table 34 shows that the
Ministry of Education was able to utilize only a very
small protion of the funds allocated in the Ten-Year Plan
for intermediate, secondary, and technical education and
teachers training in the first four years of the Plan.
Table 35 similarly shows that the lMinistry of Health
utilized only a very small portion of the funds allocated
in the Plan for Health Centers and Public Health offices,
and Mid-Wives Training Schools in the period 1961/65.

The projects included in Table 34 and Table 35 have been
selected for the sake of illustration. The Plan alloca-
tions for other projects in the two Ministries were also
underutilized in the first four years of the Plan. This
means that in the second half of the Plan outlays allocated
for Education and Health would be quite substantial. If

The Government agencies concerned do not increase their



- 156 -

administrative capacity to implement their programmes,

a significent deviation from the Plan would be unavoid-
able. The strong and trained planning units, mentioned
in the Plan, must urgently be established in the various
Government agencies to remove the bottleneck of deficient
administrative capacity. Furthermore co-ordination of
policy among the various Government units is essential,
This might best be done if the planning mnits, recom-
mended above, were fully responsible to the Ministry of
Finance and Economics and the Economic¢ Planning Secre-

tariat.
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TABLE 34

The Ten-Year Plan Allocations and the Actual
Expenditures in the First Four Years of the Plan in
Four Selected Projects of the Ministry of Education

(In L.S., 000)

Ten-Year Plan | Acual Expenditures
Project Allocation 1961/65
1961/65
Intermediate Education 4284 649
Secondary Education 4583 1024
Technical Education 2386 308
Teacher Training 1030 93
Total 12283 2074

Source: Tabulated from information given by the
Ministry of Finance and Eeconomics in Explanatory lMemoran-
dum on 1966/67 Development Budgets, pp. - 81,
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TABLE 35

The Ten-Year Plan Allocations And The Actual
Expenditures in the First Four Years of The Plan dn
Some Selected Projects of the Ministry of
Heelth (In L.S. 000)

Ten-Year Plan |Actual Expenditure
Project Allocation 1961/65

1961/65

lMedical Equipment and
Fittings 964 190

Dispensaries and Ex-
tensions to Dispen-

saries . 656 223
Midwives Training
Schools 235 10

Health Centers and
Public Health
Offices 516 46

Total 2371 469

Source: Tasbulated from the some source of Table
34, pp. 113 - 114,
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The third major source of weakness in the Plan
is related to shortage of trained manpower. This bottle-
neck is relevant to all fields of economic and social
activity, but is particularly relevant to the industrial
sector whose output is projected to grow rapidly in the
decade of the Flan. There is a shortage of engineers,
entrepreneurs and managers who can plan, arrange finane-
ing and carryout industrial projects and manage their
operation efficiently, and people with technical know-
how who can supervise modern industrial operations.
Training Sudanese people to make up for this shortage
is rather a long term policy. During the period of the
Plan the graduates ofg%;iversity of Khartoum and other
educational institutions, including the Sudanese who
are studying abroad, would satisfy only a small portion
of the demand for trained manpower. Thus recruiting
expatriates to help in carrying out and operating the
projects of the Plan in the industrial and other sectors
must be tolerated for some time to come. The delay in
the introduction of the new educational ladder envisaged
by the Plan is a serious deviation. The prevailing edu-

cational curriculum is not conducive to the economic and

social development of the country. The balance between

academic, vocational and technical education provided
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for in the new educational ladder prepared by a team of
experts, seems to be ideal for the Sudan. As the eco-
nomy develops the demand for trained manpower is bound
to rise., Thus if the educational curriculum is not
geared to cope with this demand, the shortage of trained
manpower would remain as a serious bottleneck during and
after the FPlan period.

The fourth major source of weakness which would
moBt likely frustrate the Plan is the inadequacy and un-
reliability of the transport facilities. FPrior to the
Plan Sudean Railways handled more than 75 per cent of all
freight transported in the country. During the Plan
period this dominant role of rail transport is maintain-
ed. The Plan projects about 65 per cent increase in the
volume of exports, about 50 per cent in the volume of
imports and about 75 per cent increase in domestic frieght
movement. Should these targets be realized, lack of adeg-
uate transport and storing facilities would seriously
Jjeoperdize the development efforts. Most of the agri-
cultural and industrial projects in the Plan are con-
centrated in the center and the north-eastern quarter
of the country where a satisfactory railway network is
already existing. Investment in the transport sector
is concentrated mainly to strengthen the existing network
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of railways rather than to extend it. Thus the level
of operating efficiency of the Sudan Railways is the
crucial factor determining the effectiveness of the whole
transport system. The efficiency record of the Sudan
Railways for the recent past is not satisfactory. The
present Government of the Sudan is seriously considering
the reorganization of the Railways Administration with
the intention of converting it into a public corporation
to emancipate it from the routine and to operate it
effectively as a profitable business concern,

In conclusion it is worth pointing out that after
1961 the lMilitary Government of the Sudan, which came
into power in November, 1958, began to lose its popula-
rity and this reflected itself on the Plan when the
Government efforts to generate public enthusiasm turned
out to be fruitless. In Uctober, 1964 the Sudanese
people voluntarily but vigorously revolted against the
Government and mipaculously managed to overthrow the
Military regime. The Transitional Government formed
during the Revolution obviously condemned the military
ers and its endeavours including the Plan. The present
parliamentary Government has formed a new planning Com-
mittee. A new five-year Plan is said to be underpre-

paration. However annual development budgets since the
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Revolution in 1964 have been guided by the Ten-Year
Plan without strictly adhering to the priorities es-
tablished and the targets formulated in the Plan.
Although no official statement was made discarding the
plan, for all practical purposes the Sudan's Ten-Year
Plan came to an end with the downfall of the Military
regime in October, 1964.



APYENDIX I

THE ORGANIZATION FOR DEVELOPMENT

PLANNINGT

A, The Economic Council

The terms of reference of the Economic Council
are the formulation of the Economic Policy of the
Government, the endorsement of the development plan
and its snnual budgets before its submission to the
Council of Ministers. The Chairman of the Economic
Council is the President of the Supreme Council for
the Armed Forcee2 and the Prime Minister and the mem-
bers are the Minister of Commerce, Industry and Supply,
the Minister of Foreign Affairs and the Minister of

Finance and Economics.

B. The Development Committee
This Ministrial Committee comsists of the

Minister of Finance and Economics as Chairman and the

lThe Economic Planning Secretariat, The Ten-
Year Plan, pp. 164 - 166,

2Tho Sudan's Ten-Year Plan of Economic and So-
cial Development 1961/62-1970/71 was prepared under
the Planning Organization described in this appendix.
After the over-throw of the Military Government in Oc-
tober, 1964 this Planning Organization was discarded
and a new Development Board has been recently established.
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Ministers of Works, and Minersl Resources, Communica-
tions, Interior and Local Government, Education, Health,
Animal Resources and Agriculture, Irrigetion and Hydro-
Electric Power as members. Its terms of reference are
as follows:

1. To submit recommendations to the Economic
Council on the Development Plan after considering the
recommendations of the National Technical Planning Com-
mittee.

2. To consider the annual development budget
and any other supplementary funds which may be recom-
mended by the Minister of Finance and Economics before
their submission to the Economic Council for endorse-
ment.

3. To consider the reports submitted by the
Netional Technical Planning Committee annually or for
lesser periods as it might be necessary, on the exe-
cution of the Development Plan and the progress attain-
ed by the executing bodies: and the difficulties facing
them.

C. ZIhe Nationsl Technical Planning Committee (NTPC)

The terms of reference of this Committee are:
l. To assess the country's materisl, financial

and humen resources and to investigate the possibili-
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ties of augmenting such resources to meet the require-
ments of the Development Plan.

2. To prepare a draft Development Plan for
the effective balanced utilization of the resources
either those available in the country or those to be
obtained from abroad.

3. To consider and to indicate all factors
and circumstances necessary for the successful imple-
mentation of the Plan,

4. To consider and to make recommendations
as regards the priorities to be alloted to each pro-
ject in the Plan.

5. To mske recommendations on the stages in
which the Plan is to be carried out especially those
to be included in any annual budget.

6. To watch the progress of the Plan and to
make recommendations for any adjustments to be made to
suit any changing circumstances.

7. In all discussions and recommendations the
Committee should take into account the basic policy
which the Government is adopting and the economic and
social system which the Government is aiming to es-
tablish and to take into considerations any directions
mede by the Ministrial Development Committee.
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8. The Committee has the right to appoint any
functional sub-committee and Becide its chairmanship
and membership provided that any such sub-committee
should be under the chairmanship of the department
most concerned with its functions. The head of the
Economic Planning Secretariat and representative of the
Ministry of Finance and Economics should be members of
all such committee.

9. Provincial councils wil]/beresponsible for
the co-ordination of planning at the village, district
and provincisl levels. The Committee (NTPC) would
therefore discuss with the Provincial C.ouncils the
Development Plan wholly or partially in so far as it
affects the particular province., The Committee would
also discuss with the Provincial Councils general pro-
blems such as location of development schemes in all
regions of the country, grouping of services and
standards of social services.

The membership of the NTPC is as follows:

l. Governor Bank of Sudan .... Chairman

2., Under Secretary, Ministry

of Commerce, Industry and
Supply ceees Member
3. General Menager, Sudsn Reilways.. "

4, Director, Department of Agri-
culture s



Ge

7.

8.

10 .

11.

I3.

14,

15.

16.

17.
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Under Secretary, Ministry of
Irrigation and H.E.P. s0s.ss

Under Secretary, Ministry of
Education L L L I L L L O O B

Under Secretary, Ministry of
Health L L R I O O TR I IR T T R Y

Director, Ministry of Works.

Under Secretary, Ministry of

Interior L L L L O L L I B B

Under Secretary, Ministry of
Local Government ....cceccee

Director, lMinistry of Animal
ReSOuUrces cieecveccevccscscns

Commissioner of Labour .....

Vice-Chanceller of University
Of Khartoum L L R O I )

Managing Director of the Agki-
cultural Bank of Sudan .....

Managing Director of the Indus-
trisl Bank of Sudan ........

lanaging Director, Sudan Gezira
Borad L L B B B I I O RN R I )

Under Secretary for Economic
Planning and Development, Minis-
try of Finance and Lconomics

Five quelified citizens to be
appointed by the council of
mnisters L LB I T I T T T O I I )

Member

n
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D. The Economiec Plsnning Secretarist (EPS)
The EPC had been created under the Minister of

Finance and Economics to undertake the functions to be
dssigned to it by the Economic Council, the Ministrial
Development Committee, or the National Technical Plan-
ning Cemmittee and to assist the Ministries, Depart-
ments and Statubory Corporations in the preparation of
their projects and in the execution of the Plan. In
connection with the Ten-Year Plan of economic and
social development, the EPS on the basis of broad poli-
¢y directives called on all Governmental Units to sub-
mit their proposals for development, made the necessary
discussions threon and after snalysis and summarization
in uniform format submitted the whole matter together
with the necessary macro-economic studies to the NTPC
for consideration and recommendations. It performed
the Secretarial work for the NTPC and prépared its
minutes and final report. It also did the Secretarial
work for the Development Committee and prepared the
various memoranda and the Development Budget for sub-
mission to the Economic Council and the Council of
Ministers. When the Plan was approved by the Council
of Ministers, the EPS informed each Ministry and

Department or Satutory Corporation of the projects
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which have been approved for incluéion in the Ten-Year
Plan, the monetary allocations for each and the approp-
riations for the 1961/63 financial years. It is also
handling the day-to-day financial problems, clarifica-
tion and direction.
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