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OOONOMIC SITUATION IN THE SUDN~ 

Note bl the Chai1'l!!8l! 

At a meeting on 17th Juno. 1959. the Council took note 
of the second report by the Committee of EQonomic Advisers on 
measures to assist the SUdan (C-II(59)56){1). This report stated 
among other things that the "Committee of Economdc Advisers will 
continue to exchange information on the situation and will report 
on any signif'icant new developaonts.". 

In order to assist the Committee in this task the 
International stat:t' has prepared the attached paper on the econo­
mic situation in the Sudan. This paper deals with the following 
main topics: 

(i) 

(a) Sino-Soviet Bloc Activity in the Sudan 

It appears that although trade with the Sino-Soviet bloc 
has increased considerably, it still accounts for a 
relatively small proportion of total SUdanese trade. 
Soviet economic penetration has been hwnpered by the 
cautious atU tude of' the present gover!'IIICnt. 

(b) CUrrent 6i tuation 

A considerable improvement took place in the economic 
si tuation in the SUdan in 1959, mainly due to more 
realistic sales policies on the part of the Sudan 
authorities, the increased den~nd tor long-staple cotton 
on the world market and, to some cxtent, to tho Council 
I'cconmendation to member. countries to assist the Sudan. 

(c) Developnent Programme 

Economic development ot the Sudan, an urgent necessity 
in order to raise the extremely low standard of living 
in a country with a rapidly rising population, is 

c-fi(S9 , em • ~or 0 ~r reports an see 
C-~1(58 168 and C-H(59)4. 
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largelY dependent upon foreign aid. NATO countries 
have been the main source of ai4 so :rare 

(d) Pu tUN Qu tlook 

Although the short-te~ outlook tor the SUdanese economw 
is favourable, there remains the difficulty inherent in 
almost total dependence upon exports of one commodity, 
i.e. long-staple cotton. Long-term prospects for the 
export of long-staple cotton are not too encouraging and 
every ettort should be mado to encourage diversification 
of the Sudanese econ.-. Unless the Sudan continues 
to make reasonable progress, its heavy dependence upon 
export of cotton will give the Sino-Soviet bloc unde­
sirable opportunl"ties :t'or exploiting this weakness in 
its ettorts to penetrate "~".~danese econexny. 

The Committee may Wish to consider whether a report 
should be 8U~tted to tpe Council following its examination of 
the economic situation in the SUdan. 
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!:!CONOHIC SITUATIOfT nr THE SUDAl! 

BASIC DATA 

Area 
Population 

• . 2,505,823 ~q. km. 
: 10,262,536 (January 1956) 
: 3.6% per annwn Rate o~ population increase 

Balance of Trade 

, 
t Imports ~C.i.f.~ 130 194 170 129 

Exports f.o.b. 192 148 125 218 

Surplus ~~~ or 
de~icit + 62 - 46 - 45 + 89 

Exchange rate : One SUdanese pound (£Sd.) = 
2.872 Us" 

i 
I 
I 

Ordinary 
Receipts 
Expenditures 

Surplus (+ ) 
Deve10pnent Expendi tn.res 

Productive Schemes 

119SUS8 I 195ELS9 . 1959/60 : . I I 

! 47.4 I 39.0 I 42.9 II I 41.3 1 38.4 I 42.8 I 
+ 6.1 + 0.6 , + 0.1 

! 

10.4 6.9 5.9 
Research and Investigations 0.6 3.4 0.5 I 1.2 3.4 Social Services 1.5 
Communica t1 ons 3.1 1.2 1.3 i 
Public Utilities 1.7 0.7 0.3 I Administration 1.6 0.3 1.5 

! 

TOTAL -18.9 -13.7 -12.9 

Overall deficit (-) -12.8 I -13.1 -12 0 8 

Money Supply : ~lst December, 1958 
ota! currency i~sue - £Sd.26,31G,OOO 

Foreign Exchange Reservos, 
31st December, 1958 : about ~;14 million 
Government Debt : 31st December, 1958 

External ••• London Market 
Bonds £Sd. 3,649,395 
International 
Monetary Fund £Sd. 1,741,214 

£Sd. 5,390,609 

(I) Estimated based on January-September figures. 
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ECOlTOMIC SITUATION IN THE SUDAN 

I. SINO-SOVlnT BLOc ACTIVITY IN THE SUDAN -
1. Trade wi th the Sino-80v1e t Bloc, whic h stood at $14 

million in 1957 and 016 m1llion in 1958, rose in 1959, although 
total figures are not yet available. Cotton exports to the USSR, 
Czechoslovakia, Communist China, Hungary and Poland increased 
sharply while the SUdan began to export to Rumania for the first 
time. Cotton sh1pnents to the B.loc in 1959 were more than three 
times those of the previous year. Czechoslovakia, East GeMnBny 
and POland also continued to absorb considerable quantities of 
groundnuts. At the same time cement, textiles and other pro­
ducts have been arriving in increasing quantities from the Sino­
Soviet Bloc. 

2. This increase in trade with the Sino-Soviet Bloc may 
largely be attributed to efforts by the Sudanese authorities to 
find alternative markets following· difficulties experienced in 
marketing cotton in previous ·years. In fact, though trade and/ 
or pa~ents agreements had been concluded With Czechos1ov~{ia, 
Conmunist China, Hungary, Poland, Bulgaria, and East Germany, some 
as early as 1955, it was not until 1958 that Sudanese authorities 
began to look with greater favour on bilateral trade agreements, 
even including barter agreements. In March 1959, a trade agree­
ment was concluded with the USSR calling for the exchange)of goods 
to a value of about $7.2 million over a one-year pe~iod\l • 

3. Despite the growth in trade with the Sino-SOviet Bloc, 
this trade still only accounts for a relatively small proportion 
of total SUdanese foreign trade - possibly not ~re than a tenth. 
Further inroads were, however, undoubtedly limited by the nega­
tive attitude to Soviet overtures adopted by the Government which 
came into power in 1958. 

4. This poSition is also reflected in the situation with 
regard to aid. The USSR is reported to have offered a loan to 
the Sudanese for development purposes. But this offer was not 
accepted since it involved the acceptance of a technical 
assistance programme. The present Government is opposed to the 
entry of Soviet technicians into the SUdan. Nevertheless, the 
question of a credit apparently is still under consideration. 

II. CURRENT SITUATION 

5. A considerable improvement has taken place in the econo­
mic situation in the Sudan in 1959. Not only vms the 1958/59 
cotton crop more than double the previous one, but it has proved 

(1) The full text of this agreement has been circulated as 
AC/127-WP/25. 
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possible to market abroad most of this crop as well as carry­
overs from previous years. Exports of cotton to NATO countries 
have more than doubled while those to other countries of the Free 
World have risen by nearly 70% in 1959. At the same ttme exports 
to the Sino-Soviet Bloc have more than tripled. 

EXPORTS to 

ATO Countries 
ther Free World 
ountries 81 

TABLE I 

SUDAlnSE COTTON Jm?QRTS(I) 

, 
bales 

275 

25.6% 119 200 

ina-Soviet Bloc ~ __ ~~ ____ ~~ ______ ~ __ ~~+-~~ __ ~~~ 

Total 

6. The United Kingdom, which has long been the principal 
market for SUdanese cotton, increased purchases in 1959 by over 
80%, while Germany, France, Italy, the Netherlands, Belgium, the 
United States, Canada, Denmark and Portugal have all imported 
considerably more cotton than in the previous year. Though 
cotton exports have undoubtedly been,aSSisted by the new pricing 
policy of the Oe.ira Marketing Board and some recovery in world 
demand, the decision of the Councll to promote \"/estern purchases 
of SUdanese cotton has probably played a role in bringing about 
this ~rovement. 

7. The price of Sudanese cotton has been rising since 
February 1959, partly compensating for the declines registered in 
1957 and 1958, as it appears from the following chart: 

Pence pel' 
pound 

50-

30 LIVERPOOL SPOT PRICE 
March 1957 to February 1960 

20 

'-----;o:-!'I------:::-L'-----=--1'----- -.--- l -

i~7 i~8 i~~9 i~go 
(1) A breakdown by individual countries is given in Annex I. 
NATO CONFIDENTIAL -6-
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8. Cotton exports represent some three-fifths of overall 
exports; with higher prices and larger ~antitics exported, there 
has 1~een an tmprovement in foreign exchange. Free foreign 
exchange reserves, which fell to some 114 million at the end of 
1958, are now being rebuilt, although exact data are not available 
to the International Staff. The ~proved economic situation 
together with new taxes is expected to result in a rise of 10% in 
budget receipts in 1959/60, pe~itting a somewhat higher level of 
budget expendi ture for developnent and other purposos. Sudanese 
authorities also felt able to introduce a certain relaxation of 
~port restrictions in the SWDmer of 1959. 

III. D~VELOH!ENT PROGRll.l·'lf.~ 

9. Faced with an extremely low standard of living and a 
population rising at a rapid rate, a bout 3.6% per annum, the 
SUdanese authorities are making a great effort to develop the 
ecoLomy. The main emphasis is placed on the extension of irri­
gation schemes which would enable the Sudan to expand agricultu­
ral production, especially of cotton, for which she enjoys a 
natural advantage. The principal schemes are the Managil and 
Kanana projects, which will use the existing Sennar Dam and the 
projucted Roseires ~4. Two West German concel~S have just co~ 
plcted the first phase of the Hanagil project. The execution of 
the next three phases of this project will, however, depend on the 
construction of the Roseires Dam, for which external loans are 
required. The completion of the l1anagil project, planned for 
1961/62, should double the area under cotton. At the same time, 
it 1s expected that the production of maize, sugar cane, cacao and 
other crops will be either introduced tor the first time or the 
output will be increased. 

10. The Government is also extending the road and rail and 
eXpanding port facilities, as well as promoting the growth of 
industrial actiVity, which is Illnited, at present, to the produ~­
tion of a few consumer goods such as canned meat, beverages and 
Cigarettes. Some increase in electric power is also accompany­
ing the development of irrigation projects; a hydro-electric pro­
ject on the Sennar Dam is now being constructed by a British and 
Post German firm. 

11. V{hile SUdanese authorities do not yet feel that they are 
in a position to integrate the different sch~es into an overall 
development programme, a framework for a five-year plan (1959-64) 
has been prepared. A tentative estimate places the cost of these 
schemes over the next ~ive years at over ~300 million. 

12. Until 1958 the develop:nent schemes \:ero financed exc lu­
sively through the Sudanese budget. Expenditures under the 
dcvelopm~nt budget have, h~wever, declined f~ ~~d. 18.9 million 
(~54.3 million) in 1957/58 to £Sd. 12.8 million (\p36.8 million) 
in 1959/60. This decline was made necessary by a fall in budget 
l'cccipts f'ollowlng the difficult economic si tuation in 1957 and 
1958. 
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~ 13. Recognising the need for foreign capital the Sudan 
~ 'obtained a loan from the International Bank for Reconstruction 
~ and Development in 1958, to a va1uo of C39'million in order to 
~ finance the ~xpansion and ~rovement of Sudan Railways; ¢17.9 
~ million of this loan was drawn by the end of September, 1959. 
~ The IBRD is now considering another loan of .13 million in order 
~ to help finance the construction of the Roseircs Dwm. 
~ 
~ 
~ 
U 
~ 
~ 

Z 
~ 

~ 
rJJ 
~ 

~ 

-

14. NATO countries have also been a~tive in granting bila­
teral assistance to the SUdan; much of this aid has been devoted 
to financing development schemes and meeting foreign exchange 
requirements for tho import of capital goods. During the fiscal 
year 1958/59, crodits and loans in the amount of ~~ t60million 
have been extended by Nl~TO countries to the Sudan~l}. Nearly 
half or this amount has been provided by the Uni ted States in the 
fo~ of loans and grants. Cne of the principal projects to be 
financed with assistance fram the united States is a textile 
plant, which should help reduce the heavy dependence of the Sudan 
on foreign imports. The United Kingdom and Western Ge~any have 
granted export and other credits, ~hich account fbr the balance 
of tho assistance. 

15. Yugoslavia has also lent £Sd. 5 million ('14.4 million) 
to the Sudan in 195£', repayable in 8 years at 3~o interest. 
Yugoslav firrua are reported to have contracted to search for iron 
are, and to construct a metal-working plant and dry battery 
factory. 

16. Private capital has been showing considerable caution 
in entering the SUdan in recent years. Nevertheless, the present 
Government has been giving more encouragement to private investors. 
Thus, tor the first t~, concessions have been granted to Western 
companios to prospect tor oil. 

IV. FUTURE OUTIOOK 

17. The gradual implementation or the deve10pnent schemes 
is bringing about a steady increase in cotton production. The 
cotton crop, which reached 660,000 bales last yoar, is expected 
to be some 700,000 bales in 1959/60. The rate of growth over 
the next five years is expected to average about 7% a yea~; this 
rate should make the Sudan the world's lar~eet producer of extra­
long staple cotton by 1965, as may be seen below: 

(1) For details see C-M(59)56. Aireament was reached after thO 
oirculation ot this paper on the German export credit 
guarantee ot DM. 26 million mentioned as a possibility in 
C-l!(59) 56. 
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YlQRLD PRODUCTIon OF T::X'i1RJi.-LCiiG ST~·J'L. ~ COTTON 

(thousands of bales ) 
. COIDrrRY 1957/58 1:;65 

Sudan 450 I 800 I 

Egypt 806 550 I 
I 

Peru 90 115 
, 

I Uni ted states 83 110 
Others 36 35 I 

Total 1,465 1,600 I 

t . 

18. World demand for extra-long staple cotton is expectod 
to rise in 1960, both as a result of the present low level of 
stocks and a gradual recovery in the cotton textile industry. 
Though the Sudan will probably experience relatively little dif­
ficulty in marketing the 1959/60 crop, the tendency for produc­
tion in the Sudan to rise more rapidly than world demand will 
probably cause increasing difficulty in disposing of the crops 
over the coming years. Long-staple cotton prices, while still 
rising in the spot and future markets, will probably tend to 
stabilise or even decline in future years. Prices ot' long-staple 
cotton are particularly sensitive to changes in supply or demand. 
Substantial price chancos could seriously affect the export earn­
ings ot' the SUdan. 

19. The Special Sub-Committee of the International Cotton 
Advisory Committee on F~tra-Long Staple Cotton meeting in 
Alexandria in September 1959, underlined the need for the Sudan 
and othor producers ot' long-staple to bring production into accord 
wi th demand and urged that ei'forts should be made to bring about 
diversification of agricultural production. These questions will 
undoubtedly be considered again at tho 19th Plenary Heet1ng of 
the International Cotton Advisory Conmittee to bo held in Yicxlco 
City in May 1960. 

20. Despite the ~provement in the current situation in the 
Sudan, prospects po1nt to the need to gi,re continued attention to 
the danger of penetration by the Sino-S" iot Bloc in the Sudan. 
Any lessening of the role played by the;i,.;st in Sudan, ns an ex.port 
market, especially for cotton, and as a source of assistance undor 
the five-year plan which is now being formulated, could provide 
tho Bloc with an occasion to strengthen their roothold. In rect, 
the possibility for the Soviets to allow their 1nternal demand for 
cotton to rise enables them to pursue trade manoeuvres in this 
area with the min~ or adverse effect on their oconomies. 

-9- NATO CONFID~I-:TIJ~ 
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SUD.ili : COTTON EXPORTS 1957-1959 

'number of ba10al 
EXPORTS TO I 1957 I 

1958 1959 I I I I . 
! I 

Nl~TO Countries 198,035 ?74,945 652,531 ! United Kingdom 
Republic) 

113,541 162,876 298,057 I Germany (Federal 22,477 48,240 106,902 I France 33,936 40,651 98,676 Italy 22,447 12,995 91,184 Netherlands 830 3,036 25,799 Belgium 3,947 6,016 20,059 United States 647 25 
5,809 1 Canada - - 2,450 Denmark 210 506 2,010 Portugal· - 600 1,575 Norway - - 10 

Other Free World Countries 81,021 119,083 200,188 India 60,640 76,367 139,948 Japan 3,065 12,619 24,980 Ethiopia 12,651 18,255 11,022 SWitzerland 3,439 3,816 7,555 Austria 529 1 1 613 4,557 Yugoslavia 304 1,628 3,061 Sweden 10 50 2,664 Trieste - 3,348 2,499 Hong Kong 105 575 2,102 Australia - 516 1,096 South j~r1ca - 56 599 Chj.na (Nationalist) - - 100 
Lebanon - - 5 Finland 258 200 -Saudi Arabia 20 - -Rhodesia - 30 -

Sino-Soviet Bloc 37,~2 26,730 94,584 
USSR 10,500 - 33,230 
Czechoslovakia 5,700 6,698 17,907 
China (Communist) 14,648 11,736 15,889 l!u..'"1gary 4,881 3,105 14,159 Poland 1,313 5,191 9,598 Rumania - - 3,052 
Bulgaria - - 749 

Total 316,098 420,758 9'-~ 7,303 

§m!~: Un! ted Kingdom Delegation to NI.TO 
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