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ABSTRACT

PLANNING, AGRICULTURAL POLICIES, AND
POLICY IMPLEMENTATION IN THE
REPUBLIC OF THE SUDAN

by Ahmed Abdullahi Osman

The process of economic development planning, the
agricultural policies appropriate to the agricultural pro-
duction targets and the instruments to implement agricultural
policy are the subject of this study of the Sudan ten year
plan of 1961/62-1970/71. The organization of the planning
machinery, role of policy in planning, use of policy instru-
ments to manipulate the level of investment, the process of
target setting, and use of policy as a tool of implementation
are emphasized.

Three hypotheses are examined namely: (1) An economic
review of the plan and planning organization will identify
limitations, and problems in the status, administrative
location, and organization of the planning machinery, which
make it very difficult to pursue a coordinated and effective
program. (2) Targets for the agricultural sector have not
been related to the prospective pattern of domestic and world
demand. In consegquence, éhe production policies implied by

the plan do not always coincide with those implied by market
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prices. (3) The performance of the agricultural sector during
the first five years of the plan has been inadequate. The
underlying causes of the inadequate performance are: (a) the
planned targets have not been accompanied by supportive
policies that create a nexus of incentives for producers that
lead them towards fulfilling the planned targets. Thus, the
implementation of the plan has been inadequate for several
parts of the agricultural sector. (b) The implementation of
the plan for the agricultural sector has given little atten-
tion to traditional agricultural, even though about seventy
per cent of the gross domestic product originating in the
agricultural sector is so derived. (c) This neglect of
traditional agriculture underlies a substantial part of the
lack of achievement of plan targets for the agricultural
sector.

Review and analysis of the planning organization with
reference to location, status, and operation established the
first hypothesis. Demand projection based on FAO data
demonstrate the underestimation of domestic demand, primarily
because of failure to take into consideration both inter-
mediate and foreign demand. This shortcoming had adverse
effects on the balance of payments compared with the plan.

The record of agricultural performance in the first
five years of the plan was more satisfactory for acreage than

for yield, so that the record on total output was not
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satisfactory. The record of crop area for pea-nuts has

shown spectacular results in response to high export prices.
The performance was least satisfactory for traditional
agriculture, due partly to its low share of the total invest-
ment programme and partly due to inappropriate policies.

The extent of coordination and conflict among policies
affecting agriculture was reviewed for infrastructure for
growth, research, extension, education, taxation policy,
price policy, marketing, land tenure and farm credit. They
were examined particularly as they affected incentives for
acreage expansion and the intensification of production.

This review makes it evident that several additional
functions need to be performed, including perspective
planning, better preparation of projects, an increase in the
number and quality of trained personnel, and a broad co-
ordination of policy and implementation among the ministries,
and in case of agriculture, especially between the Ministry
of Agriculture and those responsible for the plan.

Short term and long term recommendaticns for re-
organization of the planning machinery, and to improve the
process of policy formulation, coordination and implementa-

tion for the agricultural sector are made.
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CHAPTER I
INTRODUCTION
The Purpose of the Study

The present ten year plan for the Sudan 1961/62-
1970/71 represents the first effort at comprehensive develop-
ment planning. This thesis examines the present organization
of the planning organization, the role of policy in planning,
the use of policy instruments, plan strategy and target
setting. The agricultural sector at the present stage of
development of the Sudan, and for decades to come, has a key"
role to play. The strategy of the plan for development of
agriculture, therefore, is analyzed in detail. The implemen-
tation of policy in relation to both commercial and tradi-
tional agriculture is crucial in making the plan work.
The main purpose is to provide guidelines for future policy
decisions on improvements, mcdification, and reforms in
agricultural policy and its implementation, with the object
of making a contribution to the future development of the

Ssudan.

Hypotheses to be Tested

The economic analysis and review of the ten year plan

for the Sudan (1961/62-1970/71) will focus on the following



hypotheses: (1) An economic review of the plan and the plan-
ning process will identify limitations and problems in the
status, administrative location, and organization of the
planning machinery, and these considerations make it very
difficult to pursue a coordinated and effective program. If
verified, suggestions will be made on possible administrative
changes. (2) The targets for the agricultural sector during !
the first five years of the plan have not been realistically
related to prospective patterns of domestic demand and world
trade. In consequence, the production policies implied by
the plan do not always coincide with those implied by market
prices. (3) The performance of the agricultural sector dur-
ing the first five years of the plan has been inadequate, and
the underlying causes for this inadequate performance are:

(a) The planned targets have not been accompanied by supportive
policies creating a consistent nexus of incentives for
producers which lead them towards fulfilling the planned
targets. Thus, implementation of the plan has been inade-
quate for several parts of the agricultural sector. (b) The
implementation of the plan for the agricultural sector has
given little attention to traditional agriculture, even though
about seventy per cent of gross domestic product originating
in agriculture is so derived. (c) The neglect of traditional
agriculture underlies a substantial part of the low level of
achievement of the plan targets for the agricultural sector.
If verified, suggestions will be made on possible improved

administrative and policy procedures.



Procedure and Format

Chapter I (this chapter) deals with the purpose of
the study and hypotheses to be tested. Chapter II reviews
the major features of economy of the Sudan. Chapter III
deals with the present organization of the planning machinery,
short-comings of the present system and explores the possible
reforms that can be made to improve its effectiveness. The
first hypothesis listed above will be reviewed. Chapter IV
deals with the need and arguments for planning in less
developed areas, role of policy in planning, instruments of
policy, their use to manipulate the level of investment, and
overall strategy. Chapter V deals with the criteria for the
plan assessment and evaluation.

Chapter VI examines the present procedure for the
formulation of targets, and how the demand projections for
domestic consumption, intermediate demand, and world demand
for export should provide guidelines for orientation of pro-
duction policy. The second hypothesis comes into focus.

In Chapter VII the plan strategy for the agricultural seccor
is reviewed. Chapter VIII and IX test the third hypothesis
on the unsatisfactory performance of the agricultural sector
in relation to commercial and traditional agriculture. They
review the inadequate implementation policies in detail and
analyze their repercussions on expansion of acreage and
intensification. Chapter X provides both short term and long
term recommendations for adoption of more appropriate

policies.



CHAPTER II

FEATURES OF THE ECONOMY OF THE
REPUBLIC OF THE SUDAN

Geographical Features

Location and Topography

The Republic of the Sudan has an area of one million
square miles (approximately 2.5 million square kilometers),
and is the largest country in Africa. It is equal to the
area of the United States east of the Mississippi River. The
country is bordered on the north by Egypt and Libya; on the
east by the Red Sea, Eritrea, and Ethopia; on the west by
Chad and Central African Republic; and on the south by Kenya,
Uganda and the Congo. The main source of irrigation water
is the Nile and its tributaries. The terrian is generally
flat with a gentle slope downwards from south to north.

This terrain has facilitated the irrigation of large areas,
including the Gezira Scheme, by gravity flow. However, there
are a few isolated mountainous outcrops such as the Nuba
Mountains and Jebel Marra in the west and the Imatong in the
south and scattered hills in the Red Sea area. The Sudan has
a sizable outlet on the Red Sea; Port Sudan, the main port,

located here handles most of the foreign trade of the Sudan.



The Climate

The climate is dry and arid, with temperatures fluc-
tuating widely between mid-day and midnight, especially in
the areas bordering the desert. Temperatures varying between
85° F and 115° F are typical in the Central Sudan. The areas
of high altitudes, such as Erkawit, Jebel Marra, and Nagishot,
are cold and suitable for development as summer resorts.

The rainfall in the area north of Khartoum is low,
varying between zero and ten inches; it is not enough to
support rainfed crop production. The central rainland belt
stretches from the 15 inch rainfall line that crosses through
Sennar-Kosti-El Obied-Genina and extends to the south to the
35 inch rainfall line. This zone represents a massive heavy
clay belt with Savannah grass type of vegetation. The area
is suitable for raising one crop annually and is considered
to be the granary of the Sudan. However, water shortage in
the dry season, labor shortage and relative high costs of
labor, and poor transportation are some of the factors which,
reportedly, hamper further development. Possibilities for
mechanization of farming on a large commercial scale are
suggested by agricultural technicians as a procedure for the
development of such areas. Already, about one million feddans
have been developed as commercial mechanized farms in this
area. To the south of this area, the rainfall ranges between
35 and 60 inches and can support two annual crops. Problems
in this heavy rainfall zone include the control of heavy

weeds, drainage, and soil erosion.



Natural Resources

The natural resources of the country are mainly agri-
cultural; land is plentiful. It is reckoned that about 105
million feddans are suitable for crop production, for use
as pasture land, and for grazing. The areas suitable for
forests are estimated to be double this figure. Of the total
area of the country, one-third is desert. These figures are
provisional, since only a small fraction of the country is
soil surveyed. The soils along the Nile and its tributaries
are heavy clay soils, while the soils of the south are
lateritic soils and the least fertile in the country.

Little has been done in exploring for minerals.
Deposits of iron and copper have been discovered in the
western Sudan. The high cost of transport to Port Sudan is
one of the limiting factors for their commercial utilization.
Concessions have been given to foreign firms tc explore the

possibilities of oil in the Red Sea area and northern Sudan.

Population

The total population of the Sudan, according to the
1955-56 population census, was 10.26 million. The rate of
population increase is 2.8 per cent annum, one of the high
rates in Africa. The population at this rate of growth pro-
jects to about 14.1 million people for 1967, and is expected
to double by the end of this century. The density of the
population is about five per square kilometer compared with

the average for Africa of about eight per square kilometer.



The population is not evenly distributed, with a relatively
heavy concentration in the Northern, Khartoum, and Blue Nile
provinces where the density is three times the average for
the country. The greater proportion of the population tends
to be young; this calls for increasing expenditures for edu-
cation and health services and for investment in housing
and other services in the coming decades. The problems of
high population pressure on the land, with consequent high
rents and land values, that plague many of the less developed
countries, do not exist in the Sudan.
The General Chacteristics of
the Sudan Economy

The Republic of the Sudan gained independence in 1956.
It is ruled through a parliamentary system, with executive
functions vested in the prime minister and cabinet. The

functions of the head of the state are entrusted to a council

of five elected by Parliament. The final Constitution 1is
being drafted at present. The economy of the Sudan has most
of the characteristics of the less developed countries. These

include low per capita income, at present about £33 (about
U. S. $93). The level of education is low; about 80 per cent
of the population are illiterate. Health standards are also
low, life expectancy being 40 years with a high infant mortal-
ity; about 15 per cent die in their first year.

The modern sector of the economy is composed of the

Gezira Scheme, other government and private pump



schemes, *

as well as the rainland mechanized crop production
farms. It also includes modern transportation, industry, and
commerce. The essential feature of this sector is the use of
modern technology and its full integration into the market
economy for the purchase of factors and sale of products.

The traditional sector is composed mostly of types of farming
using older methods, such as, the use of water wheels for
irrigation, rainland shifting cultivation, and nomadic live-
stock production. Its interaction with the market economy is
limited and mainly to dispose of surplus products. There 1is
limited access to and use of modern technology. The modern
sector of the whole economy contributes about 45 per cent of
gross domestic product, while the traditional sector contributes
the remaining 55 per cent, as of 1961/62.

Influepced mainly by the modern commercial sector, and
with relatively few industries, the marginal propensity to
import is high; the country engages heavily in international
trade. Private saving and capital formation are low, with
much private savings channelled into real estate, buildings,
and import/export trade.

The economy is heavily dependent on agriculture; the
combined modern and traditional sectors provide employment

for 86 per cent of the population, while industry and mining

1A pump scheme is a licensed irrigation project that
is based on the use of mechanical pumps to draw water from the
Nile or its tributaries. The size of such projects range from
a few feddans to 30,000 feddans.



provide employment for one-half of one per cent, with 13.5
per cent employed in the tertiary industries. Agriculture
is the source of 59 per cent of the gross domestic product,
with another 2 per cent derived from industry, and 39 per
cent from the tertiary industries sector. The traditional
sector contribution is declining in importance, percentage-
wise, while in absolute value its total output is increasing.
This can be explained by the abundance of natural resources
and the increasing population, such that everyone is assured
part time or full time employment in the traditional agri-
cultural production sector.

During the period 1955/56 to 1960/61, the modern
sector grew at the rate of 6.5 per cent, while the traditional
sector grew at the rate of 3 per cent. The overall gross rate
of growth for the economy was 4.7 per cent. The rate of popu-
lation growth is 2.8 percent; hence per capita income grew

during this same period by about 1.9 per cent.

Agricultural Products and Trends

The total area under crop production is about 8.26
million feddans, including both irrigation and rain based
agriculture. Development of additional land by irrigation in
the decade or so before 1960, was limited by the Sudan's ex-
haustion of its share of the Nile water according to the 1929
Nile water agreement between the Sudan and Egypt. The 1959
Agreement has more than quadrupled the Sudan's share of the

Nile water and enabled an expansion of irrigation agriculture.
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Table 2-2. Area Under Crop Production in the Sudan as of 1962

A. Irrigated Land? Feddans

(1) Irrigated Gezira and Managil Extension = 1,860,000

(2) Irrigated by Pumps = 1,200,000
(3) Basin and Flush Irrigation = 200, 000

B. Rainland Cultivation®
(1) Mechanized Farming Schemes = 1,000, 000
(2) oOther Cultivation (Shifting) = 4,000,000
Total = 8,260,000

Source: Ministry of Irrigation and H.E.P.

2pepartment of Agriculture--Sudan.

Cotton is the main cash crop for export; in the average
year about one million bales of long staple cctton, and fifty
thousand bales of short staple American-type cotton are ex-
ported. Cotton constitutes 60 per cent of the Sudan's foreign
exchange earnings. This heavy dependence on one crop renders
the economy highly vulnerable tc international market disburb=-
ances, resulting in similar fluctuations in foreign exchange
earnings, especially in years of synchrcnization between low
yield and low prices and vice versa. Agricultural policy at
present emphasizes the diversification of the economy by reduc-
ing the dependence on cotton through an expansion in the
production of castor, coffee, horticultural products and the

improvement of the livestock industry. Import substitution is
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part of the policy to save foreign exchange, to finance
investment goods, and to create employment; self-sufficiency
in sugar, coffee, and rice is also planned. Experimental
work has progressed well for Kenaf development as a fiber
to replace the country's import of two million Sudanese pounds
worth of sacks and baling material.

0il seeds production, after World War II, mainly
groundnuts (peanuts), sesame, and cotton seed, has expanded
by leaps and bounds and has shown a steeply rising trend.
This has been stimulated by the increasing demand for oil
seeds, high and stable world prices, and the absence of world
carryover of stocks. The o0il seeds crops of the Sudan mature
earlier than the West African crop; with priority in shipping
exporters catch the market earlier. The European demand is
mainly for seed, and hence, the o0il crushing industry is
limited to satisfying the local market. Dura (sorghum) is
also becoming important as an export crcp to the Middle East
as food and to Europe as a feed grain. Gum-Arabic is the
most important forestry product, and Sudan exports 85 per cent
of the world supply:; this product and sesame represent the
main exports of the Sudan to the United States.

Livestock is also important in the Sudan. Efforts
in the past were mainly concentrated on disease control,
which led to a rapid increase in livestock numbers, creating
pressure on pasture around water points. The modernization
of the livestock industry has its technical, social and

economic dimensions. The possible suggestions for livestock
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improvement, include opening up of new land for pasture,
pasture improvement, increasing water supply, improvement of
livestock by breeding and selection, change in outlook on
livestock as source of wealth, improving standards of manage-
ment and placing emphasis on performance and quality rather
than quantity. Industrialization of livestock products and
the exploration of foreign market opportunities are both
important and essential for an expanded industry. Too, pro-
cedures for the settlement of nomads is essential for any
improvement of livestock production standards, as settlement
is essential for developing of the pastures and for raising
the levels of education and health, etc.

An essential feature of the agricultural sector in
the Sudan is its fractionation, that is, the large number of
agencies involved in the formulation of some aspects of the
agricultural policy. In addition to the Ministry of Agri-
culture and Forestry, agricultural policy is implemented by
agencies such as the Ministry of Animal Resources, Gezira
Board under the Minister of Finance and Economics, sugar
plantations and factories under the Minister of Commerce,
Industry and Supply. This dispersed organizational responsi-
bility is both a source of strength and a source of weakness.
It is a source of strength in that the size of units are small
and hence make the task of management and operation easier.
It is a source of weakness because it is difficult to coordi-
nate a national agricultural policy. The process of planning

for the agricultural sector becomes more difficult as each of
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these agencies submits separately its own proposals for
development. The task of coordination and the burden on the
central planning agency is increased. Under such a system,
activities on the periphery of more than one department
either suffer or become a source of dispute as to responsi-
bility, and as to the appropriate means of implementation.
Chapters VII and VIII will be devoted to the problems of the

agricultural sector.

The Public and Private Sectors

The public sector in the Sudan is large and nearly
dominates the modern sector of the economy. This is a relic
of the past, as the private sector fifty years ago lacked the
initiative, financial ability, and knowledge to generate any
momentum. Development, therefore, had to be started and
demonstrated in the public sector. Two public corporations
are the largest influences--the Sudan Railways and the Sudan
Gezira Board. The Sudan Railways has an internal monopoly of
railroads and steamers and operates hotels and catering serv-
ices, has the largest budget among the Government units, and
is the largest employer of labor. The Sudan Railways labor
union is the largest and dominates the central labor federa-
tion and follows an aggressive wage policy. The Sudan Gezira
Board is the largest agricultural project in the world, often
advocated as an example of an organization that can give the
small farmer the economies of scale on both the product and

factor markets. The total area of the project is about two
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million feddans. The project is administered by a semi-
autonomous board with its own charter enacted by a special
act, the main purpose being toc free it from the routine of
government red tape, enabling it to operate as a commercial
business. Similar boards, set up on the same lines, include
the White Nile Schemes, Gash Board, Equatoria projects, Nuba
Mountains Cotton Industry, Government Estates of the Northern
Province. All these are mainly agricultural projects.

New and similar government institutions include the
Sugar plantations and factcries, hide and tanning industries,
carton board industry, and fruit canning factories. These
corporations function through one board, under the Minister
of Commerce, Industry and Supply.

Private enterprise is mainly concentrating its activi-
ties in domestic and export trade and investment in real
estate. After World War II, the high prices of cotton,
especially during the time of the Korean War, led to invest-
ment in cotton production and the establishment of private
ginneries. The mechanized crop production scheme of one
million feddans are entirely developed by private enterprise;
the government role is limited to the leasing of land and
provision of roads, water supply, research, and advisory
service.

The textile industry 1is the largest investment by
private enterprise as part of the ten year plan for develop-

ment 1961/62-1970/71. This includes two factories: the
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Sudanese American Textile Mills with a capacity of 60,000
bales, with the capital contributed by local private enter-
prise and American investors; the second factory belongs to
the Khartoum Spinning and Weaving Company with a capacity of
20,000 bales. It was established by Sudanese private enter-
prise, aided by a foreign loan from International Development
Association.

Other industries operated by private enterprise in-
clude, cement, shoes, beer, cigarettes, crushing of oil, and
soap, etc.

At the dawn of independence, the foreign concession
act was revised; foreign capital was encouraged to participate
with Sudanese capital and ensured remittance of capital and
profits abroad. However, ownership of land by foreigners is
not allowed under the land laws, but long term leases can be

granted.

Foreign Trade

The dependence of the Sudanese economy on foreign
trade is great, about 70 per cent of the revenue to the govern-
ment budget is derived from import and export duties. About
half of modern investment gocods, one-fifth of the consumption
goods, and one-twelfth of the raw materials are imported.

The marginal propensity to import is high; the rise
in incomes and rapid increase in population lead to increases
in imports for consumption, at the expense of using foreign

exchange to import capital goods for development. Measures to
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restrict imports tend to reduce the revenue to the govern-
ment and hence saving and investment in the public sector.
This dilemma is aggravated by the wide fluctuations in the
level of cotton output and prices. The long term answer to
this policy dilemma, at the national level, seems to be to
expand exports and to expand import substitutes. Other sug-
gested answers to the problem include the expansion of in-
dustries for light consumption goods so as to save foreign
exchange for investment goods, and a reduction in dependence
on export and import duties by reform of taxation.

The export trade figures in Table 2-3 reflect a slow
decline in the dependence on cotton, mainly from expansion
in exports of other crops, since cotton acreage and value of
exports has increased. O0il seeds occupied an important place
in expanding exports from 10 per cent in 1950 to about 22
per cent of foreign earnings. Dura (sorghum) is also becom-
ing important for export as animal feed to Europe with fluc-
tuations year to year, depending on the success of the rainy
season, especially for the mechanized crop production lands.

Table 2-4 shows the rapid increase in the value of
imports in the last decade to almost double their 1950/54
level. This rising trend in imports was accompanied by a
change in the composition of imports. Consumption goods as
a component of imports showed a relative decline, and this
was offset by a proportionately larger increase in foreign

exchange spendings on capital investment goods.
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Table 2-4. Imports of the Republic of Sudan, by Groups
(Millions of Pounds and Per Cent)

Average Average Average
1950/54 1955/59 1960/863

Products £s Per Cent £s Per Cent £s Per Cent

Consumer Goods 29.0 63.0 32.7 56.9 39.2 47.3
Raw Materials 8.5 18.5 11.0 19.7 17.6 21.2

Investment Goods 8.5 18.5 13.0 22.4 26.1 31.5

Total 46.0 100.0 56.7 100.0 82.9 100.0

Source: Department of Statistics, Sudan Government.



CHAPTER III

STRUCTURE AND PROBLEMS OF THE PLANNING MACHINERY

Historical Perspective

Prior to World War II, the Sudan had no machinery as
such for development planning; capital expenditures were
sanctioned as part of the current annual budget. In 1946,
the development priorities committee was set up as a response,
partly to the increasing awareness of the need for develop-
ment, and partly to political pressure at the time. The
committee was composed of the Financial Secretary as chair-
man with the Civil Secretary, the Director, Department of
Economics and Trade, and the Manager, Sudan Railways as
members. The committee decided an outline for what was
referred to as the first five year plan of 1946/47-1950/51.

In 1949, this committee was superseded by the "Capital
Expenditure Standing Committee" with the same composition as
the former except that the Manager of the Sudan Railways was
replaced by the Minister of Agriculture. The terms of refer-
ence of the committee were then "to consider all proposals
for capital expenditure other than those of Sudan railways,
local government, and commercial boards and to recommend which
of such proposals shculd be included in the capital expendi-

ture program." In essence, the terms of reference of the

20
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Capital Expenditure Standing Committee were even more limited
than those of its predecessor, as it did not include the
statutory boards, including the Sudan Gezira Board or the
Sudan Railways. These are the largest corporations in the
country with the greatest impact on the economy.

In 1951, the Member Without Portfolio of the Governor
General Executive Council was added to what came to be known
as the Development Committee. The terms of reference were
broadened to cover all the public sector and for the first
time, a separate development office was set up in the Ministry
of Finance and Economics; this new office issued the 1951/52
development budget as the first installment of the 1955/56
development plan.

In 1954, the first national government reconsidered
the composition of the committee and surprisingly made no
change in its terms of reference. It also made no change in
the status, functions and powers delegated to the development
office located in the Ministry of Finance. The only change
was the replacement of the British dominated membership with
Sudanese ministers. The Minister of Finance and Economics
became chairman with the Ministers of Agriculture, Irrigation
and Hydroelectric Power, Public Works, Education, Health,
Commerce, Industry and Supply, Communications and Interior
as Members. Proposals by the new committee had to be sanc-
tioned by the Council of Ministers and the Parliament before

becoming effective.
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Despite many changes in composition, terms of refer-
ence and membership of the committees, the budgetary approach
based on individual projects was pursued. This approach
lacked the sophistication of macroeconomic analysis, pro-
jection of rates of growth, and formulation of objectives and
long term policy guides for the economy. What the different
committees produced were more or less capital expenditure
budgets limited to the public sector and sometimes only part
of it. This cannot be considered as plans in the comprehen-
sive meaning of today. In the fifties, the financing of
projects from public saving and the lack of dependence on
foreign borrowing and foreign aid did not press on those con-
cerned the use of a more sophisticated approach.

In this period, it is clear that coordination did not
pass much beyond the standard budgeting procedures of the
national government. In fact, the actions of government
itself (see below) verify the first hypothesis for the period

before 1958.

The Present Organization

Dissatisfaction with the previous rates of growth
and development, and the need for foreign borrowing to push
development at a quicker pace prompted the government to
reconsider the organization of the planning machinery. The
resulting reorganization led to the creation of the Economic

Council, Ministerial Development Committee, The National
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Technical Planning Committee, and the Economic Planning
Secretariat--the latter located in the Ministry of Finance
and Economics. A Council of Ministers resolution was
passed stipulating the composition and terms of reference,

of each of the aforementioned committees and secretariat.

Economic Council

This council is headed by the Prime Minister with
the Ministers of Information and Labor, Cabinet Affairs, {
Commerce, Industry and Supply, Foreign Affairs, and Finance
and Economics. The terms of reference of this council in-
clude the formulation of government policy, endorsement of
the development plan and its annual phases before submission

to the Council of Ministers and Parliament.

The Ministerial Development Committee

This committee consists of the Minister of Finance
and Economics as Chairman and the Ministers of Public Works
and Mineral Resources, Interior, Local Government, Education,
Health, Agriculture, Animal Resources, and Irrigation and
Hydroelectric Power. 1Its terms of reference are to consider
the proposals submi£ted to it by the National Technical
Planning Committee and to submit to the Economic Council its
views on such proposals and any recommendations for amend-
ments, etc. In addition, it also considers progress reports
submitted to it by the National Technical Planning Committee

and considers measures that may be needed to overcome any
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bottlenecks and any modifications that may need to be intro-

duced in the plan at the review stages.

The National Technical Planning Committee (NTPC)

This committee is headed by the Governor of the Bank
of Sudan; the membership includes the under secretaries for
the same ministries as the Ministerial Development Committee,
plus Commerce, Industry and Supply, and Labor. In addition,
it also includes the Managing Directors of the Agricultural
Bank, Industrial Bank, Gezira Board, Sudan Railways and Vice-
Chancellor of the University of Khartoum. It also includes
five qualified citizens to be appointed by the Council of
Ministers to represent the private sector. The functions
entrusted to the National Technical Planning Committee in-
clude the survey of natural and human resources of the country,
the possibilities of augmenting such resources according to
the requirements of the development plan, to prepare a draft
plan allocated by years, and to indicate the conditions
necessary for successful implementation of the proposed plan.
The committee should also review progress in execution from
time to time and should evaluate the results. This should be
carried out within the framework of government policy. The
committee was given power to set up subcommittees--a power

not practiced by the committee.

Economic Planning Secretariat

The Economic Planning Secretariat functions under the

Minister of Finance and Economics. It is responsible for
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calling upon departments to submit their proposals, to study
such proposals, to undertake needed additional macro studies,
and to submit proposals to the National Technical Planning
Committee, the Ministerial Development Committee, and the
Economic Council. In addition, once a plan is sanctioned,
it has the function of authorization of funds to the depart-
ments and control of expenditure, follow-up and reporting on
progress and the evaluation of results on completion. It is
also entrusted with the negotiation and conclusion of foreign
aids and loans. The Economic Planning Secretariat also under-
takes the secretarial work for all the planning committees.
The quality of the work of all planning agencies depends on
the ability to solicit the cooperation of ministries, the
flexibility and quality of the staff in regard to training,
experience, knowledge of the conditions of the country, and
the ability to solicit the help of foreign experts and con-
sultants. Chart I provides a generalized organization chart.
We now turn to the effectiveness of this new organization.
Problems Related to the Organization of
the Planning Machinery

Location

The present location of the Planning Secretariat with-
in the Ministry of Finance and Economics has a number of draw-
backs that have adverse repercussions on the efficiency of
its operations. The Minister of Finance and Economics usually

is not the minister with the highest seniority; nor does the
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office have either the power or the prestige and influence
of the Prime Minister on which the Planning Secretariat
could capitalize, if located under the latter. The Secretar-
iat has limitations in assuming sufficient power to enable
it to formulate, coordinate, and implement policy, to follow
up on implementation and to pinpoint responsibility. The
location of the Planning Secretariat within the Ministry of
Finance and Economics led to the creation of two posts of
undersecretaries, one in charge of planning and the other for
finance. An unhealthy rivalry may often lead to the shatter-
ing of the desired cooperation. Dr. Albert Waterston,
noted this to be the case in the Sudan--
Furthermore, as experience in Morocco, Nepal, and Sudan
and other countries shows, it does not follow that there
will always be better coordination between plan and
budget if a planning agency is located in the Ministry
of Finance. In Nepal, and the Sudan, the permanent
undersecretaries in charge of the planning part of the
Ministry of Finance were often at loggerheads with the
permanent undersecretaries in charge of finance.?
Status
The experience of other countries in locating the
Planning Agency in the Prime Minister's office seems to
give the agency a super Ministry status, which enables it to
be in a better position to coordinate policy, as such func-

tions in fact are vested in the head of the executive branch

of the government. Recent experience in the Sudan has been

lalbert Waterston, Development Planning: the Lessons
of Experience (Baltimore, Maryland: Johns Hopkins Press,
1965), p. 485.
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with one post of undersecretary for the Ministry of Finance
but with one deputy in charge of planning and the other in
charge of finance. The deputy for planning finds himself
dealing with Head of Ministries and departments of a higher
status than his own, and this puts limits to what he can

press upon them. An effective Planning Secretariat, there-
fore, must acquire a super status in relation to the other
ministries to enable it to coordinate policy; this has been !
demonstrated by the experiences of a large number of countries
that found it imperative to give their planning agencies such
a status by location under the Prime Minister's office.

Such countries include Pakistan, Japan, Ceylon, Poland, Ecuador,
Venezuela, Mexico, Iran, Morocco, Sierra Leone, Singapore,
Burma, Ethiopia, and Ghana. In case the Prime Minister can-
not devote enough time to planning, a job of Deputy Prime
Minister may be created for the purpose; this is the experi-
ence of Iran, Egypt, Turkey, Malaya, and Bolivia. 1In essence,
the planning agency needs to acquire more status by entrust-
ing it to a Minister of a super status over that of his col-
leagues. The same should be true at the civil service level
and this, so far, has not occurred in the Sudan. Planning

has not acquired such status in the Sudan, neither in the
political system or in the administrative machinery, and this
has put limits on its ability to formulate and coordinate

policy.
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Internal Organization of the Planning Agency

A planning agency would be most effective if by its
internal organization it can ensure efficient operation of
the agency and coordination of the activities of other
ministries and units involved in the process of planning.
This can be achieved if the agency is organized around a
hard core of functional tasks and areas of specialization that
can relate themselves to each other easily and efficiently.
The present organization of the Planning Secretariat provides
for the following sections; economic and financial resources,
research, project appraisal, social services and welfare,
budget preparation, regional development, agriculture, irri-
gation, and hydroelectric power, transportation, external
aid, and general clerical and information. This type of
organization reflects the project by project approach and is
not suited for overall comprehensive planning based on a
macro-analysis approval. It also creates a large number of
fractionated sections that find it difficult to relate to
each other and renders the process of internal coordination
a difficult task.

The main weakness of the present organization in the
Sudan is the lack of a strong planning section. The essen-
tial manifestation of this weakness is the lack of a
perspective plan section entrusted with long term planning
extending over a period of 20 to 25 years, based on projections

of population, income, survey of natural resources, transport
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network, and study of feasibility of projects. The lack

of perspective planning puts the Planning Secretariat and
the Ministries in the embarrassing situation of being called
upon to produce a plan in a very short time. This is neither
possible nor in the interest of the country. The hasty
preparation of projects with little time for study and
scrutiny fails to give consideration to the long term needs
of the economy, nor does it ensure that the right order of
priority is established. This may prove to be a costly
process for the country in the long run. The present ten
year plan could have been improved had it not been produced
in a short time.

A planning unit should not attempt to do everything
and must leave considerable scope to the planning units
located within the Ministries and departments. A successful
planning organization must include the creation of viable
planning units in the important ministries. These units in
most cases, tend to be more aware of their problems and tend
to gain vast knowledge in their fields and represent a type
of expertise that the planning agency would be well advised
to draw upon.

Experience, in the Sudan as elsewhere, has shown that
the membership of the planning committee tends to be domi-
nated by Ministers and heads of departments. These are
usually overburdened by other responsibilities, and usually

have little time to devote to the intricate details at the
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plan preparation and coordination stages. The operation
through subcommittees attached to the National Technical
Planning Committee will improve greatly the efficiency of
the system and enable depth scrutiny of the proposal and
coordination. Operation through subcommittees manned by

the second line of civil servants will provide more time and
effort for the study of the Secretariat proposals. These
second line officials must keep in touch with their Ministers
and heads of departments to be well informed on the progress
of these committees and to keep in contact with progress at
an early stage.

The above discussion suggests that coordination has
improved, primarily as a consequence of the additional effort
and personnel; still, a number of problems have been identi-
fied which are a function of either the administrative
location and prestige of the planning activity or the partial

effort of the Planning Secretariat in relation to the task.

Administrative Problems

When a country shifts from planning without a plan to
planning with a plan, at least two changes are likely to take
place. The first is the broadening of the concern of the
central government with the level of performance of the
economy, imposed partially by the planning process, but mainly
because the political environment which pressed for economic

planning now presses for results from planning. The second
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change, the topic of this section, is the pressure for in-
creased coordination among the agencies of the government,
as budgets and programs affecting development are reviewed
by a central or interagency committee concerned with planning.

A number of administrative decisions become essential
if the system is to operate efficiently and smoothly.
Decisions need to be taken on a number of issues, some opera-
tional and others clearly on policy. Operationally, these
include the plan duration, system of classification of govern-
ment accounts and coordination between the current and annual
development plan, and more policy oriented issues include
the allocation of resources, the determination of appropriate
policy instruments and priorities. These issues tend to
affect the plan strategy and tend to be affected by it.

The first administrative problem relates to the choice
of the duration of the plan which should cover a period of
time to enable completion of the key projects in the plan.

The plan duration should not be stretched unduly in order to
include a large number of projects to satisfy political
pressure of the electorate. Plans covering long term periods,
especially in a country like the Sudan where statistical data
are lacking and where the economy is susceptible to internal
and external disturbances associated with yields and prices
of raw materials, especially cotton, may prove to be unreal-
istic for later years due to difficulty of making long term

forecasts. A five to six year plan is considered to be the
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most practical one, such that a series of three to four plans
can be viewed as continuous links in a perspective plan.
France, India, and Pakistan have limited themselves to a
series of five year plans while Nigeria, Ghana, and Tanganyika
have settled on six year plans. The longer the duration of
the plan, the greater will be the need for revisions and
reviews.

In the Sudan, the system of classification of govern-
ment accounts is done by categories, such as personnel
transport, supplies and equipment, intermediate and secondary
education. Hence the traditional budget in its present form
does not lend itself to analysis in terms of costs and bene-
fits and assessment in terms of its impact on development.
Reform in this direction is urgently needed.

Apart from improving the budgeting system, there is
considerable interdependence between the current budget and
the annual plan, since decisions on which of the items should
be included in each. Many cases are marginal, which with
equal logic could be included in either the annual current
budget or the annual phase of a plan. This would not be an
issue if each ministry were fully committed to development
and made all expenditure against a criteria of development.
Even when some agency is not wholeheartedly pressing for
development, it makes no difference whether a given develop-
ment expenditure is in the current budget or in the develop-

ment budget, if it is spent for this same purpose in the same
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way regardless of the budget in which it resides. Decisions
on changes in taxation affect the revenue of the current
budget, while at the same time, have repercussions on con-
sumption, saving in the public and private sectors, price
structure and investment. Close coordination and coopera-
tion is, therefore, essential at the stage of preparation of
the annual budget and annual plan. Experience in the Sudan
has not shown this so far. For example, the plan envisages
that the current budget expenditure will not grow by more

than 5 per cent per annum, yet this was exceeded from the
first year of the plan, affecting adversely the level of
saving in the public sector. Creation of new posts in govern-
ment service has to go through the red tape procedures of

the Central Establishment of the Current Budget; yet in many
cases, projects are approved without creation of the necessary
staff posts and authorization of current expenditure.
Ministries and departments face many problems stemming from
this lack of coordination which has affected adversely the
implementation of projects.

The problem of resource allocation is also an impor-
tant matter of concern; the desired level of output and the
capital output ratio are used to determine the level of
investment sector-wise. This method has the great drawback
of heavy dependence upon the capital/output ratio which
assumes that capital is the only crucial factor. Modern

Schultzian and Schunpeterian theories assume that human
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capital, technology and entrepreneurship are more important.
The capital/output ratio is a weighted average for the whole
economy while the marginal ratio is the more relevant. 1In
addition, it assumes constant returns to scale, while an
economy such as the Sudan is dominated by agriculture which
is characterized broadly by diminishing returns to scale.
The capital/output ratio tends to be overestimated if excess
capacities exist in some sectors. In a period as long as
ten years, it tends to undergo change and hence might be in-
appropriate for later phases of the plan. The conceptual-
ization of the planning process and implementation in the
Sudan has been on a project by project approach, which gives
little attention to policy formulation and to rigorous use
of the policy instruments. Dr. Albert Waterston comments in
this respect are relevant--
The project by project approach has serious short-
comings. Sometimes accompanied by economic policies and
measures intended to promote development, the approach
is nevertheless characteristic of governments without a
clearly defined development philosophy or a long term
outlook. There may be references to raising living
standards, extending social services, stimulating exports
or substituting for imports, but no real attempt is made
to relate policy to investment or to stated objectives.

Indeed, economic policies and measures are frequently
at variance with objectives.®

Summary

The above review and analysis has shown that the lo-

cation, status, and internal organization of the planning

Waterston, ibid., p. 62.
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machinery of the Sudan has put limits on its access to power
and influence with adverse repercussions on its ability to
formulate and coordinate economic development policy. The
process of planning has not acquired a key importance, either
politically or administratively in the Sudan. It has not
been meshed into the system of government to acquire the
super status and prestige that enables it to play a major
role in shaping, formulating, coordinating, and implementing |
government policy.
A number of problems and bottlenecks stemming from
the present situation have been identified and discussed;
suggestions for improvements and reform will be made in

Chapter IX.



CHAPTER IV

THE PLAN STRATEGY

The State Role in Development Planning

Modern governments, irrespective of their political
ideology, are engaged in some type of planning and are in
some way preoccupied with economic growth and development.
The drive for development and growth in most nations has
become a social and political issue of high priority, and
achievements in terms of higher rates of growth have become a
source of national pride and prestige. The extent and scope
of planning differ with political ideology as to the appro-
priate role and functions of the state. In countries where
the values of free market operation and private enterprise
are strong, i.e., the economies are based on free private
enterprise, the economic role of the state may be limited
largely to supplementing the free market mechanism by policy
prescriptions, such as anti-trust, subsidies, tariff pro-
tection, foreign exchange control and fiscal and monetary
policy. In centrally planned economies, production opera-
tions and decisions are carried on by the public sector that
coordinates centrally both production and distribution.

In mixed economies, certain activities are nationalized in

37
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the public sector, while others are left for private enter-
prise, the activities of the latter being subject to regu-
lation by government policy.

The free enterprise, "unplanned" economies depend on
the price mechanism for reflection of consumers demand, for
guiding the allocation of resources and for income distribu-
tion. These functions of the price mechanism are too complex
to permit simultaneous achievement of goals in all respects.
According to the operation of the price mechanism, the owners
of scarce resources tend to be rewarded handsomely and those
who happen to own the more abundant factors tend to end with
lower incomes. What the income distribution should be for a
society is an ethical value judgment, but for our purpose we
cannot escape this problem, since it has repercussions on
the rate of saving and investment which affect the rate of
growth of the economy. We are faced here with the old paradox
of how to combine efficiency and equity, and added to that,
how to attain high rates of saving, investment and growth.

We will dwell on this later at length; let us put it aside
for the time being. The centrally planned economies tend to
resort to administrative controls to guide the allocation of
resources, since the allocative features of the price mechan-
ism and consumers sovereignty are being limited. The effec-
tive operation of such a system requires a large planning
machinery, and a high level of efficiency, very difficult to
attain. The costs of such an elaborate machinery limits

their use for a less developed country. Why should economic
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development planning be undertaken in a less developed area?
Is it not possible and feasible to rely on the competitive
equilibrium to ensure efficient resource allocation to pro-
mote growth and development?

Those who strongly advocated policies of laisser-
faire and nonintervention by government, starting with Adam
Smith, have recognized that there are functions that can only
be carried by the state; under this category Adam Smith in-
cluded defense, justice, roads and communications. This
brings us into the realm of the public goods--those com-
modities in which all consumers share in the consumption of
each unit produced and in which consumption by some members
of society does not affect the utility of subsequent con-
sumers.? Therefore, every consumer has the incentive not to
reveal his preference in the hope that others will shoulder
the costs and he will be a free rider. Examples of such
goods include national defense, public security, fire control,
and malaria control, etc.

Modern society draws heavily upon the results of
systematic research, not important in Adam Smith's time;
such research investments (especially fundamental research)
appear to fall into this same category of products. Research
is characterized by heavy capital investment both in human

and nonhuman capital and is subject to economies of scale

1A. R. Prest and R. Turvey, "Cost/Benefit Analysis,
A Survey," Economic Journal!December 1965), 683-735.
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and decreasing costs (MC curve below AC curve). Such an
activity under competitive conditions is not self-liquidating;
hence to produce it at the optimum level it must either be
subsidized or be carried in institutions that are supported
by the public. This is essential for optimum allocation of
resources for the accumulation of knowledge and technology.
One of the prerequisites of development is the invest-
ment in human resources by education and training to provide
for the replacement of those who retire, and to respond to
the expanding needs of the economy. The costs of education
are high in terms of direct cost and the indirect cost of
the opportunity foregone by not entering the labor market
early. The individual firm has no incentive to invest in
education to the optimum level, due to lack of assurance of
appropriating the returns from such investments. Also,
imperfections in the capital market respecting investment
in education tend to keep investment below the optimum level.
Training on the job is hampered by the fact that costs tend
to exceed the value of marginal product. Therefore, education
has either to be undertaken by public supported institutions
or be subsidized by the state.

2

According to Solow,* Schultz,® and Dennison,® the

1R. M. Solow, "Technical Change and Aggregate Produc-
tion Functions," Review of Economic and Statistics Journal,
Vol. 39 (August 1957), 312-320.

2P. W. Schultz, "Investment in Human Capital,"
American Economic Review, Vol. 51 (March 1961), 1-17.

3E. Dennison, "The Sources of Economic Growth in the
United States," pp. 67-80.
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high rates of growth in the United States can only be ex-
plained by the high rates of investment in technological
innovations and in human capital.

The general equilibrium theory of perfect competition,
in addition to the static assumptions, assumes perfect knowl-
edge, perfect divisibility, and lack of interdependence
between producers and consumers. These are highly restrictive
assumptions and do not exist under real world conditions;
there exists a considerable degree of lack of knowledge, in
divisibility and considerable technological and pecuniary
interdependence between producers and consumers. If industry
A expands its capacity, this will lower the price of its
product and benefit firms utilizing this product as a factor
or for consumption, depending on whether the product is an
intermediate or final product. Expansion of industry A also
exerts external diseconomies on industries competing with A
for factors. The repercussions of the expansion of industry
A will also affect industries producing products that are
complements or substitutes to the products of industry A.
Assessing the effect of additional investment in industry A
under static competitive equilibria fail to take into con-
sideration consumer and producer interdependence through the
factor and product markets in the form of the Marshallian
consumer and producer surplus that result from investment in

industry A.Y

Tibor Scitovsky, "The Two Concepts of Externalities,"
Journal of Political Economy (April 1954), 143-151.
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Assessing the profitability of industry A, consider-
ing the above mentioned externalities that result from
investment in A, implies consideration of the social marginal
net product of such investment which diverges from the private
marginal net product of investment in industry A, with profit-
ability based on the competitive equilibrium. Criteria for
assessing the profitability of A based on the private marginal
net return may not encourage investment in industry A and may
not call for the level of investment that will optimise
resource use. In this case, consideration of the social
marginal net return calls for planning of industry A and all
interdependent industries as one industry in order to take
into consideration the interdependence and external economies
and diseconomies they exert on each other. 1In a newly develop-
ing economy with a limited market and few industries, such
externalities tend to be large and significant, hence justify
an investment in centralized planning of development of such
industries.?®

Contrary to the static equilibrium models, investment
takes place under conditions of disequilibrium and is charac-
terized by large indivisibilities in the supply of social
overhead capital, and these tend to exert external dis-
economies. Diseconomies may discourage a single investment,

but planning such services for a large number of industries,

lRodan P. N. Rosenstein, "Problems of Industrializa-
tion of Eastern and South-eastern Europe," Economic Journal
(June-September 1943), 202-211.
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such that each exerts economies on the others, may remove
barriers to such investments. In addition, investments tend
to have long gestation periods, and are risky in terms of

the dangers of failure of projects or quick obsolescence due
to being superseded by new technology. The cost of erroneous
judgment, especially in large projects, may prove to be ex-
tremely high in terms of actual cost incurred and the oppor-
tunities foregone by choosing the wrong priorities. This is
especially true in less developed areas where resources are
limited and where knowledge of costs and returns are likely
to be uneven. Investments require knowledge of future prices
and such prices tend to be affected by the level of invest-
ment. Prices in less developed areas may not reflect the
true opportunity cost due to immobility of factors and
rigidities on the supply side; moreover, during the process
of development, the guantities and qualities of factors and
products may undergo change.

The assumption of perfect knowledge is also unrealis-
tic. A central planning agency will be required to explore
the possibilities of development over the long run, as a
basis for priority allocation; this requires stock-taking
of the natural resources of the country; and this, in turn,
entails aerial photography. geological surveys, soil survey,
survey of vegetation, pasture, and forestry, exploration of
minerals, oils, underground water, irrigation and drainage
possibilities. Ccllection of information on such socio-

economic factors as population, national income, foreign trade,
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employment, and prices, etc., is also required. Exploration
of the possibilities of new investment and communication of
such information to potential investors, both local and
foreign, creation of incentives and removal of bottlenecks
that hamper investment, entails both the creation of neces-
sary institutions for catering to such functions and the
training of the necessary personnel to man them.

In less developed areas at an early stage of growth,
private enterprise lacks much of the initiative, ability
and knowledge to generate the necessary momentum that can
push a country to the stage of self-sustained growth. For
this reason it is argued that the public sector must assume
the leading role by creating the necessary institutions of
development, exploring the country's resources, mobilization
of saving and borrowing abroad and encouraging foreign capital
investment by guaranteeing foreign loans and providing for
the servicing of foreign debt. However, simply assuming
this function does not ensure that the necessary momentum will
be generated. The public sector does have opportunities to
absorb uncertainties, but it must also provide initiatives
and ability to inaugurate and carry out the programs; this
certainly requires an aggressive, imaginative public service,
often more competent in certain areas than their equivalents
in developed nations.

The function of governments in the world of today are

diverse and in some degree interdependent, which calls for
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coordination and careful consideration of the repercussions
of decisions and their consequences. The first and foremost
function is that of maintaining peace and order. Other
services include investment in social overhead capital,
investment in human capital, investment in research and pre-
liminary surveys for stock-taking of resources. Government
can influence the attitudes to work, to thrift, to save and
invest and to the adoption of new technology. The govern-
ment can also influence the institutional setup of society;
the creation of a legal framework that encourages saving and
investment by local and foreign investors must be developed
and revised from time to time. The government can influence
the pattern of economic institutions, whether to encourage
monopoly or improved competition, small or large business,
cooperative or public operation of projects. The government
through its tax policy can influence income distribution,
saving and investment rates. In addition, it can also in-
fluence the income distribution through the price level by
general monetary and fiscal policies, or through prohibition
of exploitation, and measures to encourage conservation
through changes in the rate of interest.?®

The government has monopoly over the issue of money
and can increase and decrease the money supply, can resort

to deficit financing and can influence the rate of interest

iw. A. Lewis, The Theory of Economic Growth
(Homewood, Illinois: Richard D. Irwin, Inc., 1965) 376-419.
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and saving and investment. The Keynesian model gives to
government a key role in maintaining the level of investment
and/or government expenditure, to maintain full employment,
and to stabilize prices at that level. All these are policy
prescriptions that the government can manipulate in under-
taking its functions and achieving a certain rate of growth

and development.
The Role of Policy in Planning

Modern planning, in essence, is the process of formu-
lation and implementation of economic development policy by
the government. If such policies embrace both the public
and private sectors, as they should, then it is "comprehensive
planning." If the government policy is outlined in a docu-
ment showing the desired objectives and means to achieve
such objectives, then the country has a plan. The United
States, Netherlands, and West Germany, in this sense, are
engaged in planning but have no plans, while countries like
India, U.S.S.R., Pakistan, Egypt, and Sudan are engaged in
planning and have plans.

The process of policy formulation is subject to a
number of constraints that need to be taken as given. Such
constraints include the resources that can be mobilized, the
stage of development achieved, the aspirations of the people,
the socio-economic and political environment, capacity and

ability of the administrative machinery and continuity of the
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development effort by the linkage of past, present and
future. (With time, changes can be expected in the charac-
ter of many of these constraints.) Ideally, the process of
policy formulation starts by the delineation of objectives
or aims of policy. The outline of such objectives is the
function of the highest level in the executive administration.
But, if such objectives are to be broadly acceptable there
must be a series of interactions among the several levels of
political leadership, and not excluding public support. If
they are to be realistic, there must be a similar series of
interactions with the planning organization and heads of
ministries directly concerned with development. In this way,
the costs and possibilities of social choices become better
defined and refined, with general understanding of the re-
quirements in money, personnel, and administrative procedures
as implementation of various parts of the plan occurs.

In addition to the delineation of objectives, the
process of policy formulation involves the choice of means
or instruments of policy that are considered most instrumental
in achieving the objectives. Such a choice necessitates the
exploration of all possible means exhaustively and assessing
the pros and cons of each, then selection of the most appro-
priate means. This is the essence of the rational decision
making process. Once the means are explored, they must be
expressed quantitatively in the form of operational targets

or goals towards the achievement of which efforts must be
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mobilized. These quantitative targets must be based on
qualitative analysis of the underlying policy objectives and
what policy instruments can achieve.

The formulation of policy objectives and choice of
instruments of policy that are considered the most appropriate
depend about the assumptions about the state of the economy
and its behavior. Such assumptions must be stated explicitly.
Planning entails also prediction of the future. Unless such
assumptions are stated explicitly, much debate is likely as
different people introduce implicitly differing assumptions
about the behavior of the economy. These assumptions are the
basis for the predictions of the future which are the charac-
teristics of any planning; yet in a dynamic world there are
bound to be divergencies between the world of reality, due
to imperfect assumptions or to forces which were not antici-
pated.

Hence a plan needs to be reviewed periodically to
consider the changes in assumptions, errors in prediction,
problems and bottlenecks that may be faced during implemen-
tation. The success of a plan depends on the quality of the
policies through which it seeks to implement, selection of
the most appropriate means, the support it can command and
the ability of planners. A large investment program without
a clear policy strategy leads a country nowhere; in this
connection, the experience of Professor W. A. Lewis with

reference to Ghana is most illuminating.
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Ghana experience under the first development plan proves
any proposition that policy is more important than ex-
penditure. Very large sums of money were spent by the
government, but since the industrial, agricultural, min-
ing, and housing policies were inappropriate, very little
increase in productive capacity resulted from the large
expenditures. There was a remarkable increase in public
facilities such as roads, schools, electric power, water
supplies, and so on, but remarkably little increase in
commodities. Considering also how much was wasted by
overloading the building industry, one can say without
hesitation the country would have made more progress if
it had spent less and had better economic policy.*

The Sudanese Plan |

The Plan Objectives

The ten year plan of the Sudan for the period 1961/62-
1970/71 specifies five main objectives. These objectives are:

(1) An appreciable increase in real income through a satis-

factory growth of national production. (2) Broadening the
structure of the economy. (3) A considerable increase in ex-
ports and import substitution. (4) Improvement of social

conditions and services, including general and technical edu-
cation and creation of sufficient opportunities for productive
employment. (5) Maintenance of a relatively stable price
level.

The projected quantitative targets for growth of the
economy include doubling of national income in a period of
25 years. The growth of gross domestic product is envisaged

to increase during the decade of 1960/61 to 1970/71 by 65.2

W. A. Lewis, "On Assessing a Development Plan," Economic
Bulletin of the Economic Society of Ghana (May-June 1959).
Quoted by Meier in Léading Issués in Dévelopment Economics
(0xford University Press, 1964), 523-528.




50

per cent, or 5.2 per cent per annum. The net national income
is also conceived to increase by 24.9 per cent, and (after
allowing for the population growth at the rate of 2.8 per
cent per year) per capita income by 2.25 per cent annually.?

The second cbjective, broadening the base of the
economy, specifies an expansion in the modern sector by rais-
ing its contribution to gross domestic product by the end of
the plan from 47 per cent to 56 per cent. The plan also
contemplates an expansion in manufacturing and mining; their
contribution to gross domestic product is expected to quad-
ruple by the end of the plan. Investment in agriculture is
concentrated in the modern sector by an expansion of areas
under irrigation and by an intensification of farming. This
objective is complementary to the third objective of expanding
exports and import substitutes. Expansion in exports 1is
mainly in cotton, o0il seeds, grain, and livestock. The ex-
pansion in import substitutes includes sugar, wheat, rice,
coffee, and light manufacturing goods such as textiles, beer,
tanning of leather, cigarettes, plastics, cardboard, matches,
glass, cements, and paints. The share of agriculture in
gross domestic product is expected to decline from 57 per
cent in 1960/61 to 51 per cent by 1970/71.

The plan also proposes an expansion in education,

health, housing and other services.

lEconomic Planning Secretariat, Ten Year Plan for
Economic and Social Development (Sudan Government Printing
Press), 1-20.
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The use of the words "relatively stable price level"
and "appreciable increase in production" may indicate either
that comprehensive priorities to quantify fully the planning
model were not developed, or that the objectives of the plan
were not consistent. In a Keynesian macro model there may
be conflict among high rates of growth, full employment, and
an absence of inflationary pressures. Another element of
compromise among objectives is suggested by the apparent
choices between investments in commodity oriented types of
production and investment in social services. In this respect,
the ten year plan gives priority to productive schemes in the
early years of the plan and to expansion in services in the
latter part of the plan.

The strategy of the plan is based on a concentration
of efforts and investment of the available limited resources
in a limited number of projects in limited geographic areas
rather than the dispersion of resources over a large number
of projects spread over a wide geographic area. Such a con-
centration of effort is suitable for a country like the Sudan
with a large area, scattered population, and a poor trans-
portation system. The plan gives a key role to investment
in the modern sector for new irrigation and settlement by
building two dams at Roseires and Khism El Girba. These are
expected to increase the irrigable land by about 972 thousand
feddans in the early years of the plan period and to provide

water for an intensification of farming in the Gezira and
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other areas. Investment in import substitutes in manufactur-
ing and agriculture has already been mentioned. It is pro-
jected that the modern sector will grow by 6.9 per cent per
annum during the plan period, while the traditional sector
will grow by 3.3 per cent, or by only 0.5 per cent above the

general rate of population growth.

Macro Model of the Plan

The macro model of the plan is based mainly on a growth
model that involves ten aggregate variables including income,
consumption, saving, investment, exports, imports, net flow
of capital, rate of growth of income, capital/output ratio
and saving ratio. The model is based on a simultaneous equi-
librium in a number of variables subject to satisfaction of
a number of assumptions on the expected behavior of the economy
and course the government policy would take.

The set of equilibria envisaged include the following
variables:

1. Equilibrium between aggregate demand and aggregate
supply such that no shortages or bottlenecks lead to infla-
tionary tendencies in the economy.

2. Equilibrium between investment on the one hand,
and saving plus foreign borrowing, aid and grants on the
other (Table 4-1).

3. Equilibrium is also to be attained in the visible
trade account over the plan period as a whole. Deficit in
the invisible trade account is to be met by the foreign flow

of capital, as loans, aid and grants (Table 4-2).
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The attainment of the above equilibria are subject
to a number of additional assumptions that are exogenous
to the model.

(1) That the level of taxation before the plan will
be maintained, and hence the plan does not incorporate an
increase in tax burden.

(2) That the government expenditure in the current
budget will not exceed a rate of growth of 5 per cent per
annum.

(3) No restrictions on imports were foreseen at the
time of the plan inauguration, though the possibility was
not ruled out if the balance of payments worsen.

(4) The calculation of possible national savings in
the public and private sectors were based on realization of
average yields for cotton and other export crops and average
prices of £s 11 per hundredweight for cotton.

The desired rate of growth of the gross domestic
product is 6.9 per cent; assuming a capital output ratio of
3.4: 1 for the modern sector of the economy, then the
desired rate of investment can be calculated according to

Harrod-Domar Model as below:

=g (1)

é§-= Desired rate of growth (6.9)
I = Desired rate of investment
K = Capital/output ratio (3.4:1)

Substituting in




56

no<l®
[

I
k:ﬁ? R

K
I = 6.9 %X 35.4
The desired rate of investment = 23.4% of G.D.P. at factor

cost.

Investment

A develcpment plan must seek to mobilize the highest
attainable level of investment, consistent with current
consumption objectives, and to direct such investment funds
to strategic sectors to generate high rates of growth, which
lead, in turn, to subsequent increases in saving and invest-
ment until self-sustained growth is reached. This investment
must be directed to the production of producer goods either
directly within the country, or indirectly by producing export
products to exchange for equipment to be used in the produc-
tion of producer goods. At an early stage of development
such producer goods include plows, fertilizer, insecticides,
canning and processing plants, sugar factories and ginneries,
etc. In the macro model previously described, the desired
rate of growth of 6.9 per cent in the modern sector will
require an investment ratio of 23.4 per cent of gross domestic
product at factor cost. This investment target is modest if
compared with that actually achieved in the period 1958/59-
1960/61 when the level of investment was about 23.8 per cent

of gross domestic product at factor cost (or 10 per cent of



57

gross domestic product in money terms). This indicates

that the target is based on the extrapolation of the present
trend. The total gross investment for the ten year period
is about £s 565 million, of which £s 472 million are new
investments and £s 93 million are earmarked for replacement.
The public sector is expected to contribute 60 per cent and
the private sector 40 per cent.

Investment is allocated between sectors on the basis
of the desired level of output in each sector, using the
capital/output ratio to determine the investment required to
produce the desired increase in output. The details of
sectoral allocation are shown in Table 4-3. Then, within
each sector, projects are selected according to priority and
until allocations for the relevant sector are exhausted.

This is a very pragmatic approach. But considering the
limitation of the data as to availability and reliability,

it may be the best practical method. It has the advantage

of giving more scope to the exercise of personal judgment

and experience rather than the indiscriminate use of mathe-
matical models that leave little scope for personal judgment.
These personal judgments, of course, should draw on such
statistical evidence and experience as is available, rather
than upon political motivations. Reliance on judgment is
especially needed, when the world of reality tends to diverge
from these models that are often of the conditional normative

type. In the future when the statistical collection procedure
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may be improved and expanded, and the interpretation of
economy becomes too complicated to be handled by the human
brain, then more sophisticated models must be used. Methods
such as the Leontiff input/output Models, linear programming,
can be used. But exercise of personal judgment must be the
overriding criteria for some time to come.

The above-mentioned level of investment is to be met
from savings in the public and private sectors and external
sources of finance, including borrowing, aid and grants
(details in Table 4-4).

Table 4-4. Breakdown of the Sudanese Investment Program
According to the Sources of Finance 1961/62-

1970/71
In Million &s Percentage
Public Saving 219.7 38.85
Private Saving 196.2 34.72
External Sources 149.5 26.43
Total 565.4 100.00

Source: Economic Planning Secretariat--Ministry of Finance
and Economics, Sudan.
The Sudan's ten year plan requires only a quarter of
its investment funds from foreign sources, while Ghana,
Nigeria, and Tanganika in their present six year plans depend

on foreign sources for 50 per cent or more.
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Policy Instruments

A development plan is appropriate if the objectives
of the plan reflect the needs of the economy. In this case
the global level of investment and its distribution must be
adequate to realize the desired rates of growth and sectoral
targets. Policy has been defined as the art of the possible.
In broad policy terms the selection of the objectives must
be related to the available resources of finance, manpower,
building capacity and construction and availability of time
for study of projects in detail, as well as the relevant
aspirations of the society. A development program to qualify
for success must have consistent policy objectives; incon-
sistencies must be resolved at an early stage. Once the ob-
jectives are logically established, then the problem is
reduced to the selection of the most appropriate means to
attain them. In a comprehensive plan, the desired investment
in the public sector tends to present few problems and can
be met if the expected surplus in the current budget is
realized, and if the sources of foreign borrowings, grants,
aid, and revenue from additional taxation are correctly antici-
pated. The size of investment in the private sector may be
a provisional estimate or guess; whether it will be forth-
coming in the right amount, in the right place, and time or
not depends on whether the policy applicable to the private

sector is appropriate and induces local and foreign investment.
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But policy instruments, as used here, refer to the
techniques and attributes of policy through which government
implements the plan, in detail and in total. Through the
proper orchestration of policy instruments, the nation
stimulates public and private decisions so that production,
investment, consumption, and savings change in ways that
bring the plan into fruition. Since the Sudan plan of 1961/62
to 1970/71 consists principally of a series of capital invest-
ment projects, primary attention should be given to policy
instruments through which the government can influence the
level of investment. These include changes in taxation,
money supply, rate of interest, government expenditure, level
of wages and wage laws, subsidies, price level, tariff, quota
and other gquantitative restrictions, granting of monopoly
power, and protection of certain industries. 1In addition,
the attitude and legislation towards foreign capital in regard
to transfer of profits and remittance to origin are also
crucial with respect to foreign investment. However, many of
these policy instruments have far less leverage in developing
nations than they have in developed countries.

The use of monetary policy by changing the money
supply through open market operations by the government can
influence the rate of interest and hence the level of invest-
ment. Unfortunately, most of the less developed countries,
including the Sudan, tend to have population enclaves that

operate with little use of money. The open market operation
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version of the Keynesian model is not applicable, mainly
due to the smallness of the money market and capital market.
Central banks cannot expand and contract the money supply
through open market operations. Money supply tends to vary
with fluctuations in foreign exchange earnings, and these

in turn are linked to fluctuations in the quantities exported
and/or their prices. The central bank can do little to re-
verse such trends, though it can, to some degree, dampen
such tendencies by restricting credit to commercial banks;
even then, commercial banks often have large reserves from
which they can lend. To a substantial degree the Sudanese
economy is affected by the external environment; if modern
economic controls are successfully applied by her trading
partners few fluctuations occur; if they are not affective,
then the modern sector of the Sudanese economy is corres-
pondingly affected.

With graduated personal and corporate taxes applicable
only to a limited sector of the economy, the government tends
to have little scope, 1if any, for influencing of aggregate
demand and/or investment through changes in the level of
perscnal or corporate taxes. Since the greater proportion
of taxes tend to be fixed and not related to the level of
personal or corporate income, the economy lacks automatic
stabilizers; the rigor of fluctuations tend to be violent and
highly inflationary and deflationary during the expansion

and contraction phases of the trade cycle, respectively.
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Such phenomena tend to interfere with the level of invest-
ment, both directly through the availability of loanable
funds and rate of interest, and indirectly through the effect
on aggregate demand.

Direct subsidies as instruments of policy must be
ruled out under present conditions in the Sudan, as incon-
sistent with established government policy. A policy of
rapid growth and development must be based on the selection
of projects with high profitability that lead to increased
saving and investment and hence rapid growth. Such projects
cannot develop a good case for governmental subsidization.

In addition, questions relating to which industries should
be subsidized, who should be the beneficiary of a subsidy,
and the duration and continuity of the subsidy, are all sub-
jective issues that are difficult to resolve in practice.
Also, once subsidies are introduced into the system, then
each industry would claim a dire need for a subsidy; the
adoption of such a policy may open the door for unethical
practices.

In making a choice among policy instrument, planners
may select quantitative control measures or operate the price
mechanism as an instrument of policy. The use of gquantitative
restrictions such as quotas and rationing as opposed to
tariffs, tends to reduce government revenue, leads to high
profits, creates a black market, distorts the allocation of

resources and reduces the mobility of resources by protecting
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inefficient enterprises. The effect of quota restrictions
on the balance of payment can be predicted accurately and
hence becomes the most effective policy instrument when the
balance of payment is the overriding criteria. The same is
true also when the welfare aspect of ensuring supply at a
low price to the low income groups is the most important
criteria, if the price before the imposition of quota can
be enforced. However, and more commonly, quota restrictions
in a number of countries have been misused and abused; for
example, it has been a source of corruption in the rationing
of import licenses, and becomes an indirect subsidy.
Classical economic theory has emphasized the role of
price as the most efficient allocator of resources in both
the factor and product market. But in the context of
economic development, this may not always hold true. We have
dealt earlier with the issues presented by the economies and
diseconomies of scale, externalities, decreasing cost in-
dustries, etc. where the competitive price equilibrium does
not ensure the most efficient allocation of resources. The
price mechanism in the context of economic development (as
in other contexts) tends to impose rewards and penalties.
Industries that achieve higher rates of productivity as a re-
sult of technological improvement and/or overexpansion are
penalized when supply exceeds demand and prices drop. The
extent to which an industry is penalized depends on the income

and price elasticities of demand for its product, cross
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elasticities with other proéucts and the level of price and
availability of substitutes and complements. Agricultural
products, being characterized with both low price and income
elasticities of demand, tend to be penalized more than other
products.

The price mechanism can be used as an instrument of
policy provided there is full awareness of its limitations
in the context of economic development. It is a major instru-
ment for providing signals to the private sector. Attention
must be given to the possibilities of making use of the
penealties and rewards provided by prices, and deliberately
creating rewards for furthering the cause of economic develop-
ment. The development agency may, therefore, intervene to
distort the price system to reward the strategic industries
and to penalize the industries that have little effect on
the future growth of the economy. It may also intervene to
reduce risk and uncertainty, through price floors and ceilings,
and in this way stimulate investments that otherwise might
not be made. This device is more appropriate to agriculture
than to strategic industries. Strategic industries, as de-
fined by Kenneth C. Boulding and Pritam Singh, are the indus-
tries characterized by rapidly expanding demand, with great
scope for technological improvement, and having significant

linkage effect with other industries.®* The price mechanism

lKenneth E. Boulding and Pritam Singh, "The Role of
Price Structure in Economic Development," American Economic
Review, Vol. 5/52 (May 1961), 28-38.
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can also be distorted to influence income distribution in
favor of those who save and invest.

The creation of a price structure consistent with the
desired level of growth and development will stimulate growth
in the strategic industries and discourage growth in the con-
sumption-luxury-goods producing industries. This can be
achieved more efficiently by the joint use of price, taxation
policy, and grant of monopoly powers. Some distortion of the
price structure may be used to favor capital intensive
industries and, thereby, that sector of the economy with ratios
to favor higher savings and investments. Selection of capital
intensive methods, however, may entail less expansion of
employment and an inequitable income distribution not in favor
of the masses of the population. Thus, adoption of a price
structure favorable to rapid economic development tends to
impose penalties on the masses of the population, in terms of
an unfavorable income distribution, higher prices for consump-
tion goods, and less chances of employment due to adoption
of capital intensive methods.

The extent to which such a policy can be pushed de-
pends on the extent to which such groups are willing to accept
sacrifice and are aware and able to make a choice between the
present and the future. These issues can best be resolved
through the political process. It is more difficult, but
theoretically possible, to favor less capital intensive in-

dustries. Such industries would create more employment than
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capital intensive industries, raise income levels to some
degree for those employed, and still result in a somewhat
inequitable distribution of income, and improved savings

and investment ratios compared to an agriculture dominated
economy. Probably, the rate of development would be less
rapid than with capital intensive industries, but neither
theoretical nor specific analysis is clear. Much depends
upon whether the products are import substitutes, or require
an expansion in internal demand as a market outlet.

Another policy instrument, the rate of interest, has
limited usefulness. The Sudan, with its present economic
organization, cannot influence the level of investment through
the rate of interest by resorting to open market operations,
due to smallness of the capital and money markets, and with
a tax system depending for 70 per cent of its revenue upon
export and import duties and taxes on property, crops, and
to a very limited extent on corporate and personal graduated
income taxes. In this area, too, the economy lacks automatic
stabilizers.

The Sudan has adopted a number of policies to encour-
age private foreign investment. The Foreign Concessions Act
in the fifties was revised to encourage foreign investment
by ensuring transfer of profits and remittance to origin.
Applying to both foreign and domestic new manufacturing in-
dustries are such items as tariff protection, tax exemption
on imported equipment, corporate profit tax exemption for a

number of years, and the lease of land at nominal prices.
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Similarly, special trading privileges to induce
investment have been provided to a number of firms. The
Sudanese Coffee Trading and Production Company was granted
a monopoly of the import of coffee and is allowed to charge
a fixed margin provided that at least 50 per cent of its
profits are set aside for coffee plantation development and
coffee processing in the South. Also, when the Nile Cement
Company could not raise the required capital by offering
shares for public sale, the government purchased the unsold
shares and provided the necessary guarantees for foreign loans
up to the value of some of the imported materials. Monopolies,
limited to certain zones of the country, were also granted
to expatriate firms for the production and processing of
tobacco. The Sudan Tobacco Company has an exclusive conces-
sion of tobacco production in Equatoria province and Northern
Fung, while the Rothmans Company is limited to Dar Fur and
Southern Fung areas.

Thus, Sudanese planners are left with few policy
instruments to manipulate to achieve the desired policy ob-
jectives. The sophisticated policy instruments of fiscal
and monetary policy cannot be used at present. The adoption
of measures of tax reform and the creation of a capital market
may go a long way toward widening the scope of choice avail-
able to planners. Of the broad package of macro economic
policy instruments, only price policy is likely to have sub-

stantial leverage. Much reliance, therefore, has been placed
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on specific devices which benefit a few firms and individual
industries, along with the power provided through direct

investments of public funds.

Some Problems Relating to Overall Policy Strategy

The Sudan plan entails heavy concentration on the
modern sector of the economy and projects growth at the rate
of 6.9 per cent of the gross domestic product of that sector,
while the traditional sector is scheduled to grow at the same
pre-plan rate of 3.3 per cent of gross domestic product in
that sector, as indicated earlier. The plan, by adopting such
schedules, in fact downgrades the welfare claims of two-
thirds of the population, widens the regional disparity in
incomes, and increases the backwash effect from the west and
south in favor of the area between the two Niles, south of
Khartoum and from Khartoum north, where most manufacturing
industries are located. This presents a number of social prob-
lems in these areas, including pressure on services, housing,
an increase in the incidence of crimes, etc.

It can be argued that the plan underestimates the role
and possible contribution of the traditional sector to increas-
ing the level of output, directly by the developing of new
land and indirectly by increasing the yield obtained from the
present cultivated land. With land an abundant and idle
resource, it is possible that substantial production could be
obtained with modest investments of physical capital. Modest

investment in improved seeds, extension and advisory service,
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transport, marketing improvement and available credit,

could bring substantial short term returns, which would off-
set the long gestation period for a number of projects
requiring substantial physical capital investments. Since
capital and foreign exchange are the most limiting factors,
and land the most abundant, these sources of cheap growth,
if they do exist, can increase the near term productivity of
the economy. The lack of discussion in the plan document

of this issue suggests that little consideration has been
given to this issue. Chapter VIII will return to this
guestion.

The plan has also ignored several problems of inter-
national trade. Commodity problem gtudies should have
preceded the formulation of the plan. Had this been done,
it is likely that more attention would have been given to
producing more commodities with an expanding demand, with
high income and price elasticities. Such an analysis would
have given more emphasis to livestock and livestock products
(as compared with cotton), such that they would assume a
leading role, or at least a more important role. Probably,
horticultural products would have assumed a greater role
also, through presenting some problems of marketing and
processing that would need to be investigated and solved.
This also will be discussed more fully in Chapter VIII.

The plan concentrates heavily on the production of

raw materials for export in exchange for manufactured
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industrial goods. This entails dependence on raw materials
with notoriously low price and income elasticities of demand,
subject to wide fluctuations in yield and/or price, and
consequent fluctuating exchange earnings with which to pay
for industrial goods with more or less stable prices.® It
should have been anticipated, that this, over a long period
of ten years, may result in balance of payment problems.
This actually has taken place since 1961, and the plan does
not show the possible policy prescriptions to deal with such
a situation. Borrowing from the IMF, an increase in capital
borrowings and loans from abroad, import control, or curtail-
ment of some projects are some policy choices that should
have been considered. This calls for built-in-flexibility
in the plan from the start, as well as further diversifi-
cation, as suggested above.

The plan also entails an unprecedently heavy invest-
ment of some 56 million Sudanese pounds per annum over the
ten year plan period. While this can be expected to lead to
inflationary pressures, the plan does not attempt to forecast
this, or to prescribe a remedy to deal with such a situation,

if it takes place.

lseveral studies reported and discussed by Harry
Johnson, suggest that recent fluctuations in world prices are
not as severe since 1950 as they were previously. Still for
the Suadn heavy dependence upon cotton exports have a built-
in tendency toward such severe fluctuations.
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Summary

The Sudan ten year plan projects a 5.2 per cent
annual expansion, or 2.25 per cent per capita. A substantial
export expansion, mainly of agricultural raw materials is
projected, along with diversification through the develop-
ment of import substitution industries. The plan incorporates
a series of investment projects totaling 565 million pounds
over the ten year period. The discussion of policy instru-
ments suggested that more of the standard Keynesian macro-
economic policy instruments have limited application in the
present setting. Price policy, the flow of public investment
funds, tariff policy and a number of specific firm and
industry measures provide the government with some leverage
to stimulate plan accomplishment.

This chapter has set the stage by outlining that
policy formulation is the heart of the planning process. The
role of policy in planning, the policy instruments and their
use to manipulate investment were discussed in detail. The

limited tools available to Sudanese planners are focused on.






CHAPTER V

THE PLAN ASSESSMENT

Evaluation of the Plan

Every plan has undergone several levels of assess-
ment before it is published. During implementation, various
parts of a plan are reviewed and assessed by the agency
charged with implementation, the agency asked to finance the
plan, and by various individuals and groups who attempt to
judge a plan in relation to the needs of the economy.
Despite the omni-presence of such an evaluative process, the
great dearth of information on plan assessment is evident.
Professor W. A. Lewis discusses evaluation in his article
"On Assessment of a Development Plan." In this article he
denies that there are objective criteria for a plan assess-
ment, and affirms that economics has not yet designed such
criteria. But the lack of such criteria would mean failure
to pass judgment on a plan while the development of criteria
can be used by planners to assess what should be the cver-
riding issues to which a plan should cater.

The problem arises from the fact that planning is not

an exact science, without established formulas for building

lWw. A. Lewis, "On Assessment of a Development Plan,"
Economic Bulletin of the Economic Society of Ghana (May-June
1959), 2-16.
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a plan with respect to the nature of the plan policies,
duration, size, level and composition of investment,
priorities and linkage with the past and future plans.
Differences among countries as to needs, aspifations, values
and beliefs, philosophy of politicians and general electorate,
and political maturity go a long way towards requiring that
each country's plan embody certain unique characteristics.

A plan is also affected by the previous accomplishment of

a country, resource endowment, viability and efficiency of
institutions in the public and private sectors, and existence
of knowledge that provides means for a long look at the
future. This adds to the problem of laying out specific
criteria that will hold everywhere. Plans are often domi-
nated in the end by political leaders, some of whom act like
statesmen, while for others the motives of the politician
dominate. Such motives are diverse, difficult to predict

and vary with the situation, time, and place.

In spite cof this, judgments are being made all the
time. Probably the problem is that few principles and common
denominators can be developed that can be applied in country
after country. Much depends upon the reasonableness and the
specific within country situations. Such considerations
press towards general words and concepts; perhaps such words
as consistency, comprehensiveness, feasibility and realistic
are keynotes to the concepts of evaluation. We are, however,

dealing with a specific country, Sudan, and it should be
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possible to elaborate the criteria in more detail. The

paragraphs that follow are an attempt to do so.

Criteria for Assessment of the Plan

(1) Does the plan represent an integrated cohesive

program?

A well developed plan is a macro map of society, giv-
ing consideration to the role of private firms, consumers,
and government activities, including semi official entities
such as the Gezira Board, and the Sudan Railways. It should
consider the relationship among industries so that the desired
inputs of one industry are adequately provided for as the out-
put of another industry, including those that are used or
provided for by the government. Similar questions need to
be answered positively for imports and exports, through the
analysis of the foreign exchange situation. Disequilibria
may result in inflation cr foreign exchange shortage, or both.
Are there actual or standby plans to meet such situations as
they appear?

The present ten year plan of theVFudan does not
represent an integrated cohesive programfbeing dominated by
the project by project approach rather than;;eeking'fo imple-
ment a coordinated policy. Fcr example, in the agricultural
sector, despite heavy emphasis on intensification, a proposal
for a fertilizer factory was given a low priority, and was
included in the list of projects to be considered if more

funds become available.
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(2) Are the levels of investment and plan targets

feasible in relation to available resources and the recent

performance of the economy?

A plan which proposes to increase land in cultivation
or factory output by twenty-five or thirty per cent annually
clearly requires an effort far beyond any recently achieved
in the Sudan. It is not easy to say that a proposed four or
five or six per cent is feasible or not. Still when aggregat-
ing the goals of various industries, agriculture, and govern-
ment activity, it may become evident that the plan proposes
to expand in all directions simultaneously and that such an
aggregate of effort can not be sustained over a period of
years. Reference to recent history and to current policies
can provide benchmarks which identify the relevant ranges of
feasible national effort.

(3) Are the priorities correctly applied?

One set of priorities requires the examination of the
meshing of industries with each other, with the sources of raw
material and with markets. Thus, are processing plants being
built before or after the raw materials are to be available?
Do the plans propose the intensification of agriculture before
or after the fertilizer, improved seed, agricultural chemi-
cals and other inputs are made available? Or are plants being
built before the factor market has been created to utilize
the product of a new industry? After considering the priori-
ties arising from interdependence and complementarities,

another type of priority to be considered is related to the
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effect of the plan on the future and this includes:

a) Priority for productive projects that add to total
output of commodities and thus guarantee an increase in gross
domestic product, future saving and growth, and guard against
shortages in commodities and consequent inflationary pres-

1 advocates here that the criteria should be

sures. Stolper
the profitability of the project and the surplus that may be
created for reinvestment.

b) Priorities for education and training by investment
in the human resource, since this tends to improve the quality
of human resources and quality of implementation of future
plans.

c) Priorities for research, exploration of natural
resources, preinvestment surveys, and feasibility studies
which are essential for current and subsequent plan formula-
tion.

The Sudan ten year plan gives heavy emphasis to in-
vestment in productive projects; of the total investment in
the agricultural sector, about eighty-one per cent is earmarked
for productive schemes. The plan made no allocation for
training, education and extensiop for the agricultural sector.
The allocations are limited for formal education under the
Ministry of Education. Of the total allocation for the agri-

cultural sector, 1.15 per cent is allocated for research and

lw. F. Stolper, "Planning Without Facts: Lessons in
Resource Allocation from Nigeria's Development" (Harvard
University Press 1966), 138-218.
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one per cent for investigations and preinvestment surveys.
This does not include the operating costs for research which
are included in the current budget.

(4) Are the plan policies consistent, workable,

complementary to one another?

The plan policies outlines in detail in previous
chapters include the plan objectives, the instruments of
policy, other policies for agriculture, industry, housing,
mining, transportation, foreign trade, credit and banking,
monetary and fiscal. These policies must pass the tests of
consistency with one another such that clashes in policies
are resolved and priorities established. The policies must
also satisfy the test of workability under the practical
conditions of the country. Policies must be complementary
to one another, such that each complements and strengthens
the other, so that their cumulative effect can achieve the
desired result.

In the Sudanese plan, one of the great weaknesses is
that little attention has been devoted to policy formulation
and for rigorous use of policy instruments. Sectoral policies
are not clearly delineated and much more is to be desired in
this direction.

(5) Are the government policies appropriate to the

private sector established in the plan?

The plan policies towards the private sector must
create the incentives such that the desired level and compo-

sition of the private sector can be achieved. In more
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general terms, a secure level of national income providing

a growing demand for goods and a reasonable security of
required raw material inputs are of paramount importance for
the private sector. Other government policies may include
creation of financial institutions such as the capital

market and banking institutions, the establishment of tax
concessions, exemption from import duties, grant of land
leases, security to foreign capital and guarantees for trans-
fer of profits and origin, etc. Policies to assurance that
the private sector will respond in the desired amount with the
desired activities is a real challenge for the plan implemen-
tation.

In the agricultural sector, governmént policy employed
the grant of land leases, survey of credit through the
Agricultural Bank, and price quarantees for short staple cotton
in the Nuba mountains area.

(6) Does the plan give adequate attention to the

creation and strengthening of institutions?

The less developed areas suffer from a lack of certain
types of institutions; some of the existing institutions lack
awareness of their responsibilities, and cf how their activi-
ties are related to other institutions. Problems in this
field include inadequately trained staff at top level posts,
~é.p inadequate/number of lstaff, lack of clarification of terms
of reference, lack of clearly delineated policy. Sometimes

the lack of adequate funds to enable institutions to carry
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their responsibilities is also an important obstacle.

Examples of such critical institutional problems include the
Planning Agency and Department of Statistics; both suffer
greatly from lack of trained staff. The lack of institutions
is exhibited in the virtual absence of agencies for under-
taking economic research activities in the important minis-
tries and departments, where a large part of the activities
entail the making and implementation of economic decisions

as in the Planning Secretariat, Ministry of Commerce, Industry
and Supply, and Ministry of Agriculture, etc.

Very little attention has been given to institutional
development of any sort; the attention that has been given is
to institutions entirely in the central government, not in
local government and not in the private sector.

(7) Does the plan provide a realistic approach to deal

with the social and economic problems of backward areas?

In most cf the economies cf the developing countries,
there are certain enclaves of backward areas that lag behind
the growth of the rest of the economy. These areas tend to
present problems that are social, political and economic.

The planners are often faced with limited choices in respect
to these areas; efforts to close the gap between these areas
and the rest of the economy are often bought at the expense
of a slower rate of growth for the whole economy. Neglect of
such areas may lead to widening the disparity between regions

and may act as a threat to national unity. Social problems
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presented by unsettled, shifting cultivation, nomadic type

of livestock rearing often are social and educational as

well as economic, and require greater effort in the field of
land settlement, involve programs that are costly, time con-
suming, slow to mature but have a high pay off in the long
run. The extent to which a plan can deal with such challenges
and design programs to deal with such problems with little
effect in slowing down the rate of growth of the rest of the
economy provides one of the real tests of a plan quality.

(8) To what extent does the plan provide for improve-

ment of administrative and organizational ability?

Most underdeveloped economies suffer from shortages
of manpower qualified to fill the high level posts and from
too few technicians in the scientific and economic fields.
The levels of existing administration and management are low.
The process of economic development aggravates this problem as
the needs in this field tend to multiply. First, there is
the need for adequate members tc replace those who retire;
replacements must be trained to a higher level than their pre-
decessors if existing standards are to be upgraded. Second,
the plan requires additional numbers in the different fields.
Third, a plan also must cater to the training of personnel
for the coming plan if the country is to avoid being caught
in a situation of training new personnel at the very time
they are expected to be taking their jobs. In the agricultural

field, as in other fields, a detailed program for training



82

must be provided to cater to both the public and private
sectors' requirements, ranging from the farm level to the
highly specialized research specialist. Many of the required
personnel function scattered over a wide area; hence programs
must aim ultimately to cover the need and provide national
geographic coverage.

Even training is not enough; a disciplined civil
service with traditions of public service is required, where
promotions and moving up the ladder are based on merit and
productivity and not based on political affiliation and kin-
ship relations.

(9) Flexibility and adaptability to adjust for unfore-

seen conditions.

A plan is based on the available statistical infor-
mation and on certain assumptions as to the expected behavior
of the economy in the future. Statistical data, in the Sudan
as in all less developed countries, tend to have a wide
margin of error. The economy is subject to wide fluctuations
associated with crop yields and shifts in world prices for
raw material and such disturbances impose the need for complex
assumptions that undergird the plan. Even so, the behavior
of the economy in the future may deviate from the predicted
course of behavior. All this necessitates a type of built-in
flexibility in the plan and/or a second line of defense to
fall back on in such cases. This may include provision for

not starting all projects in the first year of the plan and



83

the transfer of groups of interdependent projects from one
period to another. 1In addition, the economy needs to build
adequate foreign exchange reserves for possible use in periods
of emergency and to enhance the ability to increase foreign
borrowings in time of emergency.

In the agricultural sector, flexibility to adjust to
changes in national and international demand and to changes
in cost is desirable. The ability to shift from one type of
rotation to another rapidly enables taking advantage of oppor-
tunities as they occur.

(10) Does the plan provide a basis for periodic

evaluation?

Two aspects of the development program appear particu-
larly crucial, the formulation of a comprehensive overall
program and the implementation of the specific projects. Of
course, the steps in between must be logically related. This
process of tying sectors to the overall program and the sector
plans to specific projects is in fact a system of forward and
backward linkages. Of course, certain aspects of the overall
program are implemented through policy instruments dealt with
in Chapter IV, i.e., in public policy which affect operations
of the private sector or macro-economic environment. The part
of the program which is expressed in projects (usually public)
needs to be effectively implemented by public authorities.

The part of the program which can be expressed in terms of

projects must be detailed in terms of cost phases over the
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years of the plan, time schedules for preparation of engi-
neering plans, procurement of equipment, contracting, comple-
tion of construction and actual operations, and targets of
output for the different phases of the project. Above all,
delegation of responsibility must be specifically vested in
appropriate and competent agencies. The part of the program
entailing the use of policy must also be detailed in terms

of the date of policy implementation and expected results.

A plan prepared in such a way lends itself to periodic
appraisal of results, review of progress, and the introduction
of modifications, and thus provides a guide for the prepara-
tion of subsequent annual plans based on realities and
achievements. It also provides a means for identification

of bottlenecks and problems hampering implementation. This
enables taking the necessary measures to overcome such prob-
lems.

(11) Linkage of the plan with the past plan and

provision for future plan.

In the process of planning, we usually do not start
with a clean slate. Usually, projects in the previous plan
that are in arrears must be completed first. Such projects,
if their previous financial allocations were not used, have
little claim on the financial resources of the new plan, but
the failure to complete such projects may jeopardize the
implementation of the new plan. In many cases, the completion
of such projects may require added expenditures due to rising

costs. In this case, they represent a commitment that must be
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completed and hence are a financial load on the new plan.
If the previous plan was over-ambitious, the number of such
projects probably will be large. This should be useful as a
lesson, indicating the size of activity that can be handled
in a given period of time.

The plan must provide certain succeeding elements
in the succeeding plan. Programs for training, research,
preinvestment surveys, feasibility studies, marketing research,
strengthening the statistical machinery, etc. must be given
attention in this plan to provide for the needs of the next
plan. This is the function of perspective planning for which
adequate funds, personnel and facilities must be provided
in the plan.

(12) Centralization and Decentralization.

Whether to centralize or decentralize in planning,
there is no simple answer or one choice. Certain decisions
on policy or on the plan need to be centralized fall within
the jurisdiction of the central government and cannot be
delegated, including monetary and fiscal policy, foreign trade,
taxation by central government, grant of monopolies, foreign
borrowing, and relations with US-AID programs, United Nations
and its specialized agencies programs (FAO, WHO, etc.). The
central government has direct power in shaping the plan
policies, size of the plan, and nature of its priorities.
However, certain aspects of the program can be decentralized

to the ministries and departments to reduce the burden on the
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Planning Secretariat. Decentralization in the plan prepara-
tion and delegation of power for execution are also important
if the resources and expertise of the ministries and depart-
ments are to be fully utilized. Once a plan is sanctioned
the implementation functions must be delegated to those
agencies that have the capacity and expertise to deal with
them more efficiently.

Also, some projects must be small and limited to
specific regions; such projects must be delegated to be exe-
cuted by those regions. This last approach might treat such
projects as an assistance program from the central government
to provincial authorities. Certain criteria must be laid
down to qualify for central government aid based on type of
project, size of project, consistency with central government
policy, extent of contribution of provincial authorities to
match central government contribution. In the agricultural
sector such programs may include studies to solve marketing
problems of a lccalized crop, fertilizer distribution, local
roads, forest planting, local extension units at the farmers'
level, etc.

The central government contribution may be partly
technical and partly financial. This process ensures mobili-
zation of local efforts for the plan, has educative value,
helps foster local leadership, and gives the local people

pride in what they can achieve.
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(13) Providing for the needs of the economy.

The plan must also take into consideration the short
term and long term needs of the economy. Short term and long
term needs may be inconsistent and not attainable simul-
taneously. Society in the short run may prefer an increase
in consumption, more security, and equity in income distribu-
tion, while their long run needs may include a rapid rate of
growth to reach self sustained growth, structural changes in
the economy, conservation of resources to maximize resource
use over time, and an improved level of living and well being
in the future. The long run objectives of rapid rate of
growth necessitate increased saving and investment and a
selection of projects that are quite profitable and yield a
large surplus to the current budget, and also increase saving
in the private sector. The plan, therefore, must make compro-
mises between the short term and long term needs. This process
requires public discussion and active involvement of politi-
cal leadership and political decision making.

(14) Consistency with the political values of

society.
A plan, therefore, should be able to solicit the sup-

port of political groups, parliament, and public opinion to
ensure the mobilization of the efforts of the nation for
achieving objectives and targets consistent with the highest
level of social efficiency. This can only be achieved if

the values on which the plan is based are acceptable to the
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majority. It is not likely that any program or policy in

any country will be universally acceptable. Yet there needs
to be a consensus that the plan, representing a major national
commitment, is generally acceptable. Certain aspects of the
plan are likely to create tensions with certain reference
groups as the plan is implemented. Perhaps other aspects will
reduce tensions with the same or similar reference groups.
Does it appear that successful implementation of the plan
will provide more gains than losses in the perceived value
system of significant political groups, as they re-examine
their values and hence attitudes towards the plan? Specifically
in the Sudan, some consideration must be given to traditional
agriculture, people in the west and south of the nation, who
are likely to gain less from the plan. At the same time the
cohesiveness and efficiency of the plan must not be destroyed
or those in the modern sector in the center or north may
object. Questions such as these can not be answered cate-
gorically; judgments on value positions and political import-
ance must be considered. Political leadership must be con-
sulted, understand the major implications of the plan
operations, and feel that the broad goals of the plan are
desirable. Thus, a national commitment and the will to de-
velop can become part of the national politico-socio-economic

environment.



89

Summary

A number of criteria appropriate to the assessment
of the Sudanese plan have been identified and discussed.
In one sense, they are a checklist against which a plan can
be measured, in another sense they are a commonsense state-
ment of the planning process, exposing the plan to a set of
questions to which answers should be yes for a complete well-
thought-out plan. Within this framework, we turn to the
plan's commodity projections with emphasis on demand, and

subsequently to the agricultural sector plan.



CHAPTER VI

THE DEMAND AND SUPPLY PROJECTIONS

This chapter will review the process by which agri-
cultural commodity targets were developed, attempting to
identify procedures that would have led to improved and more
attainable targets. Thus, this chapter will test the second
hypothesis: The targets for the agricultural sector have not
been realistically related to the prospective pattern of
domestic demand and world trade. The record of performance
of the agricultural sector during the first five years of the

ten year plan will be reviewed in the chapters that follow.

The Need for Demand Projections

In the process of planning, projections of aggregate
demand over the plan period are essential and useful in mak-
ing a number of policy decisions. Projections of demand are
essential to guide the process of target setting for supply,
commodity-wise, and for decisions on surpluses and shortages
that can, in the best interest of the country, be handled
through international trade. It is also important to project
the shortages and surpluses that underlie the calculation of
the trade account component of the balance of payments over

the plan period. Failure to project the demand and to adjust

90
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supply (production + imports) to it may lead to food short-
ages and increases in food prices. A rise in food prices
increases the cost of living and leads to a wage price
spiral; this inflationary pressure moves the terms of trade
against the new developing industries and fixed income,
salaried groups. This creates pressure for increases in
salaries and/or cost of living allowances and wage escalation
clauses. This, in turn, affects adversely saving and invest-
ment in the public sector. It also distorts the allocation
of resources in the private sector, and ultimately jeopardises
the rate of growth of the economy. All this could be avoided
if reliable demand projections are made and if correct policy
decisions are undertaken to adjust supply and other economic

variables.
The Rate of Growth of Food Demand

The Sudan like other underdeveloped countries, 1is
characterized by rapid population growth; the current rate
of 2.8 per cent per annum is one of the highest in Africa.
Rural population is growing at the rate of 2.5 per cent allow-
ing for outmigration. Urbanization is proceeding rapidly,
with a rate of population growth in urban areas of about 4
per cent. Considering overall income elasticities for food
at 0.6 and 0.7 for urban and rural areas respectively,
generalizing the recent 2.25 per cent annual increase in

income to rural and urban areas, and assuming no further
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change in prices, tastes, habits and age structure of the
population, then the demand for food is growing at the rate
of 4.2 per cent annually (for details of the calculation,
see Table 6-1). This is comparable to the rate of growth
of 3 to 4 per cent calculated by Dr. C. K. Eicher?! of
Michigan State University for Nigeria, based on FAO data
projections in 1980. Dr. Eicher further suggests that such
rates of growth could not be matched except by a few of the
rapidly growing agricultural economies in their golden ages.
Agriculture in the Sudan is, therefore, facing a tremendous
challenge in the coming decades as a result of rapid growth
in population and growth in income. This challenge was al-
ready set in perspective by Professor Lawrence W. Witt in
his Presidential Address before the American Farm Economic
Association in 1966 when he warned in the following statement:
The food problem is critical. Population growth threat-
ens to increase by the year 2000 in numbers equal to the
present world's population. Agricultural science is
facing tremendous challenges. If our profession can
make a contribution, it must provide decision makers with
reasonable and relevant assessments of the situation and
program choices that lie within the capacity of our nation.
The dominant role which each country must play in solving

its own problem of Eopulation and food supply need to be
clearly delineated.”

1c. K. Eicher, "Transforming Traditional Agriculture
in Southern Nigeria: the Contemporary Experience," unpub-
lished paper presented to the annual meeting of the African
Studies Association, Bloomington, Indiana, Oct. 1966, 26-29.

2lLawrence W. Witt, "Food," Presidential Address of
the American Farm Economic Association,. August, 1966; also,
Journal of Farm Economics, Vol. 48, No. 5 (December 1968),
1077-1090.
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Table 6-1. The Rate of Growth of the National Demand for
Food in the Sudan

P+Mg

rate Oof growth of the demand for food
population increase

income elasticity of the demand for food
rate of growth of per capita income

Q x2wou
wmonunn

Assumptions:

D2y 'S demand by rural population (rate of growth)

Du = demand by urban population (rate of growth)

Pr = rate of population increase for rural areas = 2.5%
P, = rate of population increase for urban areas = 4.0%
M income elasticity for food for rural areas = 0.7
M= income elasticity for food for urban areas = 0.6
gi = rate of growth of income for rural areas = 2.25%
gu = rate of growth of income for urban areas = 2.25%

Dr = Pr & Mrgr = 2.5+ 2.25 x 0.7 = 4.08%

D, =P +Mg =4+2.25x0.6= 5.35%
since 12.8% of the population is urban
Overall weight average rate of growth for the demand for

food = 4.20% per annum
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Projections of Domestic Demand for Food
for 1970/71

The 1961/62-1970/71 development plan has not given
attention to the projections of demand for commodities in a
comprehensive manner; the little that was done was piecemeal
work covering some of the important commodities. The approach
to such projections was based on an extrapoliation of previous
trends. Trend analysis may be reliable if the trend is smooth,
steady, has no fluctuations, if it covers a long period, and
if previous conditions are expected to prevail in the future.
This is not true in the context of economic development.
Geographical shifts in population, increases in the level of
income, changes in relative prices, changes in tastes and
habits, changes in food preparation and distribution all tend
to affect the level of per capita demand for food. Also, the
rate of population increase may rise, due to the more rapid
decline in the death rate than in the birth rate; hence the
time series approach may lead to unreliable results. There-
fore, budget studies representing rural and urban projections
are essential for a refined gauging of the elasticities of
demand. Such elasticities are needed for calculating the per
capita consumption in the future, taking into consideration
the probable changes in per capita income. We will proceed
to make new demand projections on this basis, comparing the
results with those developed in the actual plan.

Since family budget studies do not exist for the

Sudan, data for income elasticities of demand and per capita
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consumption, as prepared by the FAO' for a group of countries
at the same per capita level of income and stage of develop-
ment as the Sudan, were used in this thesis for making demand
projections. National demand projections for 1961/62, accord-
ing to these data, were checked for accuracy by using the
production data, plus imports minus exports; in most cases

the aggregate demand did fit closely with production adjusted
for exports and imports (see Table 6-5). The same FAO data
for income elasticities of demand, along with the data for
growth of population and income according to the ten year pro-
jections, were used to project the demand for eleven commodi-
ties for 1970/71. Estimates of income increases are based

on the plan projections over the period 1961/62-1970/71; per
capita income in rural areas is expected to increase from

£s 25.82 to £s 31.40 and in urban areas from £s 65 to £s

80.3 Sudanese pounds. Urban population is expected to in-
crease from 1.0 million to 1.8 millions, as shown in Table
6-2. The FAO data for income elasticities are shown in

Table 6-3. The mathematical function used is as follows:

C =il E, ]
C, = per capita consumption in 1970/71
Co = per capita consumption in 1961/62
I, = per capita income in 1970/71

1FAO Agricultural Commodity Projections for 1970,
Document No. E/CN/13/46 CEP 62/5.
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I = per capita income in 1961/62

P, = price in 1970/71

Dn= price in 1961/62
EI = income elasticity of demand
Ep = price elasticity of demand

The projected per capita consumption for urban and
rural areas for 1970/71 as well as for 1961/62 is shown in
Table 6-4. Table 6-6 shows the projections for 1970/71
separately for both rural and urban population and, in addi-
tion, the demand for seed and feed.

A number of facts that verify the second hypothesis,
as related to domestic demand emerge:

(1) Sorghum exports were projected to increase, over
the preplan level of about 100,000 tons, but
accurate demand projections indicate that the
export surplus will decline to about 35,000 tons
if the targets are met. Sorghum consumption by
1970/71 will reach 1,758,000 tons, an increase
of 425,000 tons over the production (partly ex-
ported) of the preplan year 1960/61, of 1,433,000
tons. The target for production is an increase
of 360,000 tons, thus leading to a 65,000 ton
reduction in exports, mainly to Western Europe
and the Middle East. The gap thus created, due
to the expansion of demand, if actually realized

will affect adversely the balance of payments,
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Table 6-2. Population and Per Capita Income Projections for
1970/71 for Both Urban and Rural Population of
the Sudan

Details 1961/62 1970/71

1. Population Projections 1970/71 (in millions)

Total population 12.3 15.8
Rural population 11..3 14.0
Urban population 1.0 1.8
Ratio of urban to rural 8.8% 12.8%
Annual rate of growth of rural population = 2.5%
Annual rate of growth of urban population = 4.0%

2. Per Capita Income Projections (in Sudanese pounds)

(1) Total gross domestic product 357,200 584,500
(2) Per capita income in urban areas 65 80.3
(3) Per capita income in rural areas 25.82 31.4

Annual rate of growth of per capita

income = 2.25%

Source: Economic Planning Secretariat--Ministry of Finance
and Economics (Sudan Govt), Ten Year Plan for 1961/62-
1970/71, compiled from pages 10-39.
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Table 6-3. Coefficients of Elasticities (with respect to
quantity) for Commodities in Respect of Rural
and Urban Areas Based on FAO Projections for
1970/71 for Countries at Same Stage of Develop-
ment and Income Levels as the Sudan?

Income Elasticity Income Elasticity

Commodity in Rural Areas in Urban Areas

I. Cereals

1) Sorghum 0.1 -0.1

2) Wheat 0.8 0.6

3) Rice 0.8 0.6
II. Animal Products

1) Meat 1.3 1.1

2) Dairy products 1.1 1.2
III. Sugar & Beverages

1) Sugar 1.2 0.8

2) Tea 0.9 0.8

3) Coffee 0.4 0.6
IV. Fruits & Vegetables

1) Fruits 0.9 0.8

2) Vegetables 0.8 0.7

V. Fibers

1) Cotton 1.3 0.8

VI. Fats & Oils 0.8 0.7

lsources:

Nations.

Food and Agriculture Organization of the United
"Agricultural Commodities Projections

for 1970," FAO Commodity Review 1962 (Special
Supplement), Document No. E/en/13/48cop/62/5.

L. M. Goreaux,

"Demand Analysis for Agricultural

Products," FAO Planning Studies No. 3, published

1962.
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Table 6-4. Per Capita Food Consumption for 1961/62 and
Projections for 1970/71
(In Kgs per year)

Rural Areas Urban Areas
Commodity 1961/62 1970/71 1961/62 1970/71
I. Cereals
1) Sorghum 100 102.16 90 87.88
2) Wheat 8 9.38 12 13.69
3) Rice 0.5 0.59 1 1.14
II. Animal Products
1) Meat 25 32.02 40 50.34
2) Dairy Products 12 14.85 8 10.26
III. Sugar & Beverages
1) Sugar 10 12.59 12 14.26
2) Tea 0.6 0.72 1:4 1.31
3) Coffee 0.5 0.54 1.5 174

IV. Fruits & Vegetables

1) Fruits 2 2.39 4 4.75

2) Vegetables S5 5.86 10 11.65
V. Fibers

1) Cotton 2 2.56 4 4.75
VI. Fats and Oils S 5.86 8 9.32

Source: Food and Agriculture Organization of the United
Nations. Document No. E/en/13/46/CEP/62/65 FAO
Agricultural Commodity Projections for 1970.
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and also the underutilization of elevators built
in Port Sudan to handle the "increased exporta-
tion" of sorghum.

Self sufficiency in wheat is based on a domestic
demand of 120,000 tons, while projections of
demand for wheat show that consumption by 1970/71
will reach 160,000 tons, leaving a shortage of
about 40,000 tons that needs to be imported.
Also, this will tend to create a gap in the
balance of payments.

The annual sugar consumption by 1970/71 is esti-
mated at 150,000 tons according to the plan,
while demand projections (Table 6-6) show an
annual consumption by 1970/71 of 202,000 tons,
with a shortage of 52,000 tons that needs to be
imported.

Annual meat consumption is estimated to increase
from 322,500 tons in 1961/62 to 539,000 tons by
1970/71, and dairy products from 143,000 tons to
226,000 tons. The plan gives no attention to
estimation consumption for these two commodities,
yet demand will grow rapidly due to the increase
in population and high income elasticity.

Demand projections for tea by 1970/71, according
to Table 6-6, is estimated to reach 12,000 tons

and coffee 10,600 tons while the plan is based
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on static estimates of consumption for 1961/62
of 6,900 tons and 7,000 tons for coffee.

The lack of attention to the dynamics of demand and
to the necessary family budget studies, etc., have affected
adversely the quality of the plan. This has produced the
wrong signalsfor guiding a number of policies, including
production, marketing, foreign trade and foreign exchange.
Also, by underestimating demand, especially for food, the
possibilities of inflationary pressures are created that
could not be detected at the time the plan was formulated.

The industrial demand for agriculturally produced raw
materials including a number of newly established industries,
have not been given much attention, and were not projected

in detail, except for 80,000 bales of short staple cotton.
Foreign Demand

Another aspect of demand that received little atten-
tion has been the projection of foreign demand through study
of international trade prospects for the different commodi-
ties, to identify those commodities that have prospects for
an increasing demand, i.e., those Sudanese products with high
income elasticities and expected to be in short supply in
the world during the ten year period. Such a study would help
to orient the production plan towards products with bright
prospects and away from commodities that have low income
elasticities and face competition from synthetics, or commodi-

ties that are in surplus and where the carry-over of stocks
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threaten future prices. The use of such information would
orient production towards commodities for which the trend

of world prices is favorable. Failure to undertake and
utilize such studies has led to a number of decisions for the
production of commodities not highly valued in international
trade and whose prices are not at a level that greatly en-
courage producers to achieve the desired targets. Examples
of such decisions are:

(1) The production of long staple cotton lint has been
planned to increase from 200 thousand tons to
300 hundred thousand tons; since domestic demand
will mostly be met from the short staple cotton,
this means an increase in export of a hundred
thousand tons. Cotton faces increasing competi-
tion from synthetic fibers and this is especially
true for the long staple cotton. Recently, the
Sudan has been facing difficulty in marketing its
cotton and has operated with larger stocks than
before.

(2) Commodities such as livestock, fruits and vege-
tables that have high income elasticities and
bright prospects for an expanding demand have
received little attention in the plan. The
country is now importing fruits and vegetables
to the value of 500,000 Sudanese pounds

annually. With more analysis of world demand and
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price prospects, more appropriate policies to
modernize the livestock industries and more
incentives for expansion in horticulture would
have received attention than in the planned

program.

Supply Projections

Supply projections for 11 commodities are shown in
Table 6-7. These are the targets set in the plan for the
different commodities, based on production policy decisions
and resource allocations to the agricultural sector. The
policy decision to expand sugar, coffee, rice and wheat is
maintained by tariffs to improve the balance of payments
and to facilitate diverting increasing sums of foreign ex-
change to the financing of imported investment goods. The
expansion in sorghum is desired to assure the main food sup-
ply for the population. The expansion in oil seeds such as
groundnuts, sesame, and castor seed is based on an increas-
ing ability of the Sudan to place these crops in the world
market. The trend of the last decade is expected to continue.

The supply projections take account of additional
acreage in each crop that can be developed during the ten
years; this acreage, in addition to the previous areas under
cultivation, are aggregated, multiplied by possible average
yields (after considering changes in productivity) to obtain
total supply projections. The details of supply projections

are shown in Table 6-8.
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Summary

The poorness of the estimates of demand for most of
the important commodities made it likely that shortages or
less surplus than anticipated would result; this would have
repercussions on the balance of payments, and possibly cause
inflationary trends in the economy. This situation already
has occurred for a number of commodities, including sorghum,
wheat, sugar, livestock and dairy products, fruits and
vegetables, coffee, and tea.

The lack of attention to studies of world demand and
world price prospects have resulted in the orientation of
production towards expanding commodities such as long staple
cotton, commodities expected to suffer increasingly from
synthetic substitutes and surplus supply, and for which futur
demand and price prospects are not bright. Furthermore,
commodities such as livestock, fruits and vegetables have
high income elasticities and good prospects for an expanding
demand, yet have received little attention.

The demand for food is expected to grow about 4.2
per cent per annum. This calls for more emphasis on a
national food policy that creates the necessary incentives

to producers to induce them to expand and meet this rapidly

increasing demand.



CHAPTER VII

THE PLAN STRATEGY FOR THE AGRICULTURAL SECTOR

Objectives

The ten year plan for 1961/62-1970/71 gives especial
attention and high priority to the development of the agri-
cultural sector. Agriculture at this stage is considered
the sector that can generate and transmit growth to the rest
of the economy. The main objectives laid out in the plan for
the development of the agricultural sector include increasing
exports to earn foreign exchange, and import substitution by
domestic production of sugar, wheat, coffee, rice and fruits
and vegetables. Another objective includes supplying the
newly established industries with raw materials such as cot-
ton, tobacco, sugar cane and fruits and vegetables to the
canning industries. Improvement in the level of diet and
nutrition is desired along with expansion of production to
meet the increasing demand for food. Agriculture has been
an important source of capital formation in the public and
private sectors. The direct share of the government in the
Gezira and other schemes plus taxes on exports and imported
inputs have been important sources of government revenue.

The plan envisages that expansion in government revenue from
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agriculture can be achieved without resort to an increase
in already high taxes.

The approach of the plan to achieve such targets is
mainly through the development of new land. The rationale
is that land is an abundant resource and hence more of it
should be used. The plan envisages the development of
972,000 feddans as an extension of the Gezira and New Pump
schemes. Irrigation water for such development will be
possible through the building of both the Roseires and Khism
El Girba dams. The plan also proposes the development of
800,000 feddans as mechanized crop production schemes to
supply 80,000 bales of short staple American cotton to the
new textile mills, in addition to the production of sorghum
and sesame as rotational crops. Of the total area of 972,000
irrigated feddans, about 300,000 feddans is earmarked for
development by the private sector, while the area of 800,000
feddans for mechanized farm development depends entirely
upon the private sector. With the availability of irrigation
water, it is proposed also to intensify the rotation in the
Gezira scheme by cutting the area under fallow from a half
to one-twelfth.

The characteristics of the plan strategy can be sum-
marized in the following:

(1) Expansion in agricultural output is mainly based
on horizontal expansion through the development of new land

rather than through raising the level of productivity of the
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already developed land through use of better seed, ferti-
lizer, and other complementary inputs.

(2) The strategy neglects the use of policy instru-
ments to create the incentives for raising the level of
productivity of the proposed new land and the already developed
land; hence the approach fails to push on all fronts. Failure
to raise the level of productivity of already used factors
through complementary inputs is one of the main drawbacks of
the plan strategy.

(3) By neglecting traditional agriculture, the greater
proportion of the agriculture is bypassed by the process of
growth and development; hence, the plan does not provide for

mobilization of the larger part of the agricultural sector.

Pattern of Investment

The share of agriculture from the total investment

programme in the ten year period is shown below.

Table 7-1. The Share of Agriculture of the Total Investment
in the Public and Private Sectors in the Sudan
Ten Year Plan of 1960/61-1970/71 Compared to
Period 1955/56-1960/61 (as percentage)

Contributions of the Contributions of the

Period Public Sector Private Sector
1955/56-1960/61 27% 18%
1961,/62-1970/71 24% 21%

Source: Economic Planning Secretariat--Ten Year Plan for
Economic and Social Development 1961/62-1970/71, pp.
83-84.
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One can ask whether the 24 per cent investment in
agriculture compared to the 60 per cent of gross domestic
product provided by agriculture represents an appropriate
allocation, and whether it does not represent a lower priority
for agriculture. But an allocation of sixty per cent clearly
is too large, since structural changes are desired; moreover,
some of the investments outside agriculture clearly will make
positive contributions in strengthening agriculture. One can
only say that the plan allocates a substantial investment to
agriculture.

The pattern of investment, in Table 7~2, shows that
investment is heavily concentrated in the productive schemes;
54.2 per cent 1is concentrated on irrigation and a further
31.28 per cent is earmarked for production schemes. Of the
total investment about 92.33 per cent is made in modern com-
mercial agriculture compared to 7.6 per cent to be invested
in traditional agriculture. Research, plant protection,
horticultural service, seed propagation, preinvestment sur-
veys are starved for investment. Though operating costs for
research and seed propagation are included under the recur-
rent budget, still the provisions allocated for them in the
plan are meagre.

The investment in traditional agriculture is mainly
in research, preinvestment surveys, rural water supply, and
animal production. Though traditional agriculture produces

72 per cent of the total gross domestic product arising in
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