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COMMITTEE OF ECONOMIC /IVISERS
. THE SUDAN

*Qggft Report to theﬁgouncil

The dlfficultles of the Sudan in elling her stocks

of cotton at a time when she is engaging in a development plan

have created a situstion which is now regarded as critical. If
these difficulties are not alleviated within the next few weeks, -
the Sudan may find herself forced_into sizeable barter deals with
the Sino-Soviet blog, ang mpunigis. Day _have s gﬁmm
Penetrating ther into ”g_r__ica. - -

T s

The Economic 81tuation

| 2. The economy of the Sudan is fairly prlmitlve and

: agrlculture is the mein source of - production. Sudanese
- agriculture is dominated by cottonif

fibre and seed) which
normally accounts for two-thirds of the value of total exports; .
about one-half of Sudan's exports goes to the United Kingdom and
Western Europe; the Soviet bloc has hitherto made only minor
purchases in the country(l) Imports consist of petroleum,-
textiles, sugar, coffee, tea and engineering products. Industry .
is in its infancy. .. few factories make simple types of consumer
goods and process agricultural products.~.i_ ‘

- 3. ' The government has been trving to develop and to
diversify the economy by mecns of an eig-t-year Development Plan
(1956~1963) costing $300 million., Until 1957, there had been no
difficulty in financing this plan; export receipts from the sale
of cotton provided the necessary foréign excnange, and government
revenues, which were derived parfI?”?bom an export tax on co*ton,

~helped to pay for the locgl costs‘

4e  The growing pece of the Development ‘Plan hes resulted

in a rising level of imports but exports, which in 1956 were at
_an exceptionally high T&Vel, have since fzllen (2). The gzp

between imports and exports has persisted for the past two yars
and at present the level of free forei exch&nge reserves
(£4.9 million) 1s sufficient 05I§ To cover the trade dericit for:

another three or four months. A further difficulty is that Egypt

l;_is refusing her.normal £3.5 million worth of'imports from the Sudan.

Elg See Annex Table 2.

2) ‘' See Annex Table 1.
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5. Until recently the Government has b ¢n ctle to achiéve a
e
™

pudgetory surplus of cround £3 to &4 m _ With 'thes f211 in sxports.
cnd in the yield: from gxport taxes, t gut “ece1pts have declined.
Eespize CCOﬂomle,_uhb Sudonese qovernm,nt is faced with o budget

def i 1t of £2.8 m, in the ;:r_unalng Jnng 1959.

The ﬁouton S¢tu,t10n .

€. The Sua:n proaucbs 10n and medium st:ple co*ton, wnich
is P“l“tlvelj high priced 2nd is used for fine fabrics., It is -
similar to the .Egyptian Karnak or /fshmouni staples cnd. conpetas .
with them on «orld markets. In recent yesars the arec under .’ -
cultl ration hos risen sharply; - the 1957 acreage was 50% higher than
1948 - 1952, Present pluns ezll: for coubling cotton acreug and
Cltput b} 1960. Loy ; o og B, :

k7 I8 Cotton produc‘olon has fluctuatcd sh‘.rply in recent yn,ars. z . ‘

In 1956-57, a record crop of 680,000 bzles was produced; - this wes

followed by last ycar's poor crop of 150,000 bales. - It is cxpected
that about 600,000 bglus wi¢1 be nMrvest ed for the 1958-59 crop
carly next year. : R DRR

8; Bifficultieslinselling cotton tegen late in 1957 partly
&s & result of an ill-considbre“ cotton salespolicy. The Gezira
Marketing Board, o combination government-own.r-tenant orgbniz ‘ion
which grows and markets the bulk of the Budanese cotten crop, set the
reserve price of cotton too high. This ccused 2 sharp fell in saleés,
the cffect of which wes not entirely remedied by belated reductions
(on the advice of Lancashire buyers%-in-the reserve prices and the |
cxpert toxes. Immediate export prospects .are prejudiced by the poor
cuality of much of the cotton now held. This is estimated ot around
250,000 tales (the 1956-57 crop suffered damage; . the 1957-58 crop
was smcll). Western demand is not strong;. most commodity markets are
prcsently weak and this weackness has been zccentuated in the market
for high grade cotton by technological changes which are resulting
in o qupl cemunt of expun51ve cotton by che aper verietlcs.

9. The Sudanese hhve atterpted to reet_uhuir difflcult*us by
reQueing reserve prices on the higher guzlity long stcple cotton.

Eowever, thcir best opportunity for sales rests with medlum stople -
cotton, the reserve prlce of which is still too hlgh. -

10. Recent moves.by tnejsudanese suggest an-anxiety to sell
cotten ot any price. They have resorted to private scles bclo"'
the resecve prices, but this has hod the result of reducing the
intercst of buyers in dehllng at the auetions. '/ Sudanese r1581or
is now trovellingthrough Europe searching for markets, cven ona
borter basis. Barter deals hove been concluded with Hungary cnd
Communist China, to-the value of £500,000 znd £1,000,000 respectively,
:nd more are expected with Rumaniz, Polend; Bulghria_:nd possibly the
USSR. China also bought some of the Sudon's smzll supp;y of short
staplb cotton b“Pller tbis ¥yegy- Tor c,sh. _
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1l. To meet Sudbr s economic needs, the US governﬂent has

offered $30.,6 millions of 2id for the fiscal year 1558-59 r$15
~million for finhnclng essential imports, $10 millions for a

textile mili, $4.5 millions for development projects ond $l.1
‘millicns for technical azssistence). The attitude of the new
Sudanese government is favourable to economic zssistance from
211 sides. Generzl SAbboud has recently cpprover the zcceptance
of US cid, and has reaffirmed the previous go"ernmenf's ncllcy
of ﬂcceptlng uncondl 1onh1 Russzan aid. - :

_Valncrab111§y to Sovie+ Beonomic Penetrﬁtic

12, In the long run - the. bh81c need of the Suda is -
dlvers*flcation of agriculture and the development cf new
industries. The Sudcnese Government is cware of this but
experiments have so far foiled to find other crops to replace
cotton, ond industricl development has becn hampered by the lack of
power ond indigenous raw meterials ond the shortage of copital,
monogers and skilled werkers. Thus the moin effect of tho develop-

~ment progromme so far has been to increase cotton preduction

despite  the uncertcin demend for this product, particularly fav
long-staple cotton.: The Sudanese econony will therefére.continue
for some time to be su ngect to"be-rlsfs common to singic-crop

primary proﬁucers. ;

_ 13, however,_*he immedlﬂte problcem of vhe Sua:“ is to
d*spose of her present cotton stocks.- If her traditional buyers
in the West f2il her, the Sudcon will be forcea.to'look ¢lsewhere

- for markets..  The Soviet bloc is fully awore of thie opportunities. .

for econcmic penetrotion: inherent in this situction. Foxlow‘”é . :
marketing difficulties for Sudznese cotton in 1957, the USSR stepped
in with an offer of a Qonprehun31va economic cgreement under which
the Russiaons would take thes cotton in exchonge for supplies of
machinery and ecuipment and also advance credits. Sirilhr'cffﬁrsl
hove been made during 1958. If o cozprehensive cgreement. were
entered into, the Soviet bloc could ke expected to sbnd' rg~ nuabers
of technicizns and to follow up with the methods of peretrcotion with
which we ore now 211 too fomiliar. It moy be thot bcmu Soviet aid
will beJaccepted; ~the strength of ‘meutrzlist' opinion may eveny
meke this a necessary conconitant of ccceptance of Western :1&,‘but
it seems that it is pbrticularly importont thot mejor- Sudancsée necds
are met from the weSt._ oy :

Ccnclusions

_ 1L. While recognising that the econonic'proble"s of the Sudon
an be solved only in the longer run by a well thought out develop-.

went policy, ond that the situation calls for continuous considerc=-

tion by the West, the Committee of Ecoromic Advisers fecle, neverthe-

less, that in-view of the preseant a2cute difficulties mermber countirics.

should be asked to take immediate 2ction. 8Such action would be in
the form of purchases of Sudanese cotton prefercbly for cash, or
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if necessbry, through barter derls,_and of creaits to aSSlSt the
country's economlc develonmcnt.-

15. The Councll is inv1ted to:
(1) - nke note of-thls repof*‘

(2)' recommond tn,t governmenys con51dar urgeptly the
- 'possibility of taking the acticn along the lines
_dcscrlbed in phrugr ph lh 2bove; : L

(3) ‘ask de;egﬂtions to forward to the Committee
. of Econonic /dvisers DY dsecccesccscesceisne
- @ report describing any acticn tcken or being -
. token in hccordance with rec0ﬂmendgtion (2)
hbove. '

Palzis de Ckaillot,

- Paris, XVIec.
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(mlllaons of Us. dollﬂrs)

nce ..

Exports Impo rts.._ - Balon
. 1950° 103 T8 + 25
S 1951(1) 227 121 + 106
= 1952(1) 133 1FT 5 - Ly
5 1953 127 - L5 - 18
g : 1954 116 139 - 23
o 1955 © 148 140 + 8
. 1656(2) 1192 13067 o+ 62
4 1957(2) T e B8 181 =43
% 1958(e)(2) . 1u5(e) . 190(e) - L5(e)
= bl gy T ge » _ . _ : _
= g . " . — I
= Source: Direction of Internctionzl Trode. UN Publication
m ) o . ._ - _- N : . b ) N ... .
é (¢) = estimcte bosed on pertial dato.
g e - _ . . E
A L
g . xNomE' |
2 (1) Tﬁe'lafge incféase-in-exporté in 1951, resulting from the
S. _ nigh yrlces ‘following the Koreon Wor, wos paralleled by a
< : sharp inerease in imports the following yenor. Wwhen export
A '.,'rucblots fell subShcuently, ;muorus followed suit.i
U 3
3 (2) Contr“st the movement of‘lmports and x*o“ts betwesen 1956
% < and 1958 with what happered in 1951-53;  imports: _“|_95?
A ‘rose -in the light of high export receipts in the previous
a ‘year;  in. 1958, however, - imports have not fzllen, 2lthough
E ‘cxports hove dropped to pruceﬁﬁdg levels.. '
? o Tinn : _ :
Q
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TAPLE 2. P 'CEETAGE'DISTQIBUTQQN OF _SUDIN'S TOTAL TRADE

R = g |
United Kingdon MR .“EQ ¥ . 22 29_  02 St 26 26
Other Western - | e = | :
European countries 28 28 29 +:20 21 20
Middle East. [ 1 23 16 | 13 15 |
_s_:%.nci"-Scwiet bloc _ 0 -2 5 - ‘*5- .6 3
_Gthers B --_' ' -25 B -'22 oy él o3 35 _

1C0 100 100 .-100 100 100

“Sourcc: Direction of International Tradc. UN Publicction.:

(1) Flrst five months cnly.
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