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capt anyt ~ln& unlesa lt 11 c!ea~ an4 411t1nct1ve. T~ll mean1 that any idea
•n: v~th any des ree of a~ig~ity is eubject to examination and if ita ambiguitymre pers ists a fter axacination, t han the idea i s to be ~tscarded. When Taha Huaayn
lti... tried to penetrate the ambiguity engulfing [our) het.taga, he vas throvn out of 
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copy t he university concept from Europe vithout underltandina the principles of 
the secular university. We have thus approached the 1ecular univer1itie1 as if 
they vera religioua universitiu. Thil i1 atill ou1: poa1t1on, aa proven by the 
••nsitiv1ty t ovard any nev thouaht. 

Then c&me the raah of detailing [profeasora to foreian univeraiti••l to create 
a deadly drain on the university's intellect--a drain vh~~h is about to kill 
this intellect becau•e the prot..aor's eyes are nov focused on the petrodollar 
countries even after he return• fr011 thn. 

Sev Spirit 

rha policies of the !aY?tian university education arft based on no philo1ophy, 
are not stable or eonvt~eing and have no deci1ive and 1pecific goal1. They 
have also loot every c~nnection vith the national plan and vith the cOIIprehen­
live and com?lete dimension• of the human and cultural devulopment. 
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COVEJiliMEIIT' S ECONOMIC POLICIES DISCUSSED 

Khartoum AL-SAIIAFAll in Arabic 22 Dec 82 pp 4,5 

(Article by Yusri Muha...,d Jabr: ''The load to Correctina the Balance of Pay­
llelltl") 

[Text) Domestic 1avinas have not contributed to the proce•• 
of develop~~~ent. 

Sudan's economy has experienced a grovth of 2.6 percent. 

Before answering thiR question (dtacuasing these facta) it i1 neces1ary to 
clarify what is meant by currency devaluation, the theories hald concernina it, 
the circuaatances vhich necessitate retorting to it, and the degree of lUCCI.. 
vhich this policy has in correcting the deficit in the balance of pay.entl. 
Then ve can deal with the econoaic dtuatlon in Sudan as it has been durina 
recent years in order to beco11111 familiar vith the 110tives vhich have, 110re 
than once, necessitated 110difying tha rate of exchaoge and in order to learn 
to vhat desree this policy has •ucceeclecl or failed to achieve the objective• 
hoped for. 

"Currency devaluation" aoeans decreasing the price of a given currency unit in 
relation to other currencies or increasing the number of units vhich one auat 
have of thb currency in order to purchase aiven a110unts of other currencies. 

Currency devAluation is considered to be one of the 110st difficult economic 
policies that one can resort to in viev of the difficult conditions vhich may 
result froo this policy. In spite of this, the current international monetary 
system pri~ciples stipulated in the paraaraphs of the IMF aaree..nt encouraae 
this policy in caaea of to-called "flmll-ntal disequilibri1111," reaardleu of 
tho 1ourcu of this state of illbalanc-that iJ, vhether thi1 etate of illbal­
ance is dua to do1110stic or foreian facton. 

When andyzing a currency devaluation policy, it 11 necesaary to deteraine the 
primary nature of the iabalance and to deteraine exactly vhat phaae it 11 in. 
In order for 11111 to make it clear what I ..an, let us assume that ve have a 
nation vhoso currency rate is so hiah that this does not permit itl interna­
tional payaoentl to achieve a balance vith the level of itl dome1t1c econollic 
activity. AI a reeult of thi• thi1 nation continually finance• the deficit 
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fro~ its foreign c~pital. This is something which cannot go on forever. Let 
us also ~ssume that w• are not dealing with a cas<' where d.,.stic d..,...nd for 
production is so gr~at as to be undesirable--that is, it r<'sults in inflation. 
Although do~stic expenditure exceeds doDPstic production since it ia necessary 
to caint3!n full e3?loyment, correcting the imbalance in thP balance of pay­
cents !>y coeans of decreasing total demand (the rate nf 110netary expenditure) 
will lead to une~ploycent. For this reason some people feel that th•r• is an 
alternative to currency devaluation. There are three theori•s which deal with 
currency dPvaluation, and they are the following: 

I. The Flexibility A~proach 

Let us answer the question: What is the effect of currency devaluation on the 
balance of tr•de~ According to this approach it is necessary to tak~ a close 
look at th~ circ~tances of supply and demand in the nation which is pursuing 
a ?Ol!~y o! currency devaluation, and it is also necessary to scrutinizP the 
c!rcto.=.S:ancPs o! sup?ly and deaand as far as the rest of the world is concerned. 

!t is a:-.•:ays assuoe-d that currency devaluation le-ads to a decrease in the pri ­
ces of the nation's exports which exactly corresponds to the currency devalu­
ation, that this consequently leads to an increaae in foreign demand for th•se 
exports. and that the increase in demand for these exports causes a gradual 
rise !~ the ~rices o! these exports until they reach the price level which ex­
isted ~e!or~ devaluation. 

!n this cas~. increasing revenues fro= exports depends upon the following: 

I. Flexihil! ty of foreign demand for the exports. 

2. Flexi!>ility of do3estic supply of exportable goods. 

In the sa::~.e :&anne:". the effect of currency devaluation on imports can be sua­
cec U? as h .. ing a rise in the domestic or local prices of iaports, and con­
seque:o:l;.- ~ decrease in demand for the:za. This depPnds on flexibility of dom­
estic de:an~ f or !o~orts ~nd flexibility of foreign supply of imports (mer­
cha~d!~~ eY.~orted !ro~ other nations). From the above we conclude that the 
e ::~c< o: cu~r.,ncy deval®tion on t:he balance of trade dep•nds on flexibility 
o! !oreibn d~~nd and domestic supply ~f exports as well as flexibility of 
do~s<lc ce~nc and foreign supply of imports. 

II. r.~e rlbsorption Ca?atity Approach 

Th~ ~:M<::.!..: co:tce;»t ~ere is that any iaprov(::aent in the bal.1nce of trade requires 
soae incre~se in the gap between total production and total domestic expendi­
ture. Tnis concept can be clarified by means of the following equati~n: 

Total Go~s tic ~X?e~diture on &~da and services plus total foreign expenditure 
on goocs and services (exports) equals capacity to absorb goods and services 
..,hich a :1a: i on has - t:~p:::rt:s. 

1:7 

If we reverse this equation, we have the following: 

Total foreign expenditure on goods and services {exports) alnus blports equals 
capacity to absorb goods and services alnus t:otal da.eatic expenditure on goods 
and aervices. 

The equation makes it clear that any trade surplus reflects an increase in pro­
duction over domestic expenditure. Vice versa is t:rue in the case of a trade 
deficit which must be decreased by means of decreasing the gap between produc­
tion and expenditure, regardless of flexibility. 

This analysis makes it clear that: currency devaluat:lon auat be accompanied by 

deflationary monetary and financial policies in order to improve the balance 

of pay:~ents. 


Below we will attempt to concentrate on the relationship between real expendi­
ture and real incogc as well as the relationship of these two things to price 
levels--as opposed to the traditional approach which concentrates on analyzing 
supply and demand. 

~c kno~ that the net balance of trade equals t:he difference between the total 
goods and services produced In a given nation aud t:he total goods and services 
ut~lized dn=estically, that is, those which are taken out: of the aarket by 
means of consumption. On the basis of this it: is possible t:o say that if cur­
rency devaluation affects the balance of trade. t:ben t:bis auat: take place by 
means of the following: 

I. Change in tne production of goods and services io the nation. This change 

w!ll be acco~panied by a change in the capacity to absorb goods and services 

s!~ce :he balance of trade changes in accordance vit:h the difference between 

the change in in<..:::e and the inco11e resulting frors t:he change in the absorp­

tion capacity. 


:l. The change in the volume of real absorption which is inseparable from any 

level of re3l income. 


In order to briefly clarify the above, we shall overlook the other factors 
which affect the bahnce of trade apart from those which are related to dealing 
In goods ~nd services. Let us assume that no trade barriers exist, although 
this assuc?tion is not necessary for our subsequent analysis to be correct. 
In order to ~ke the matter simple, let us take a single price and represent 
the change in the level of that price by means of the letter "S" and the chan&e 
in total net production of goods and ser·tices (national income) by means of the 
letter "Y," and lastly, In order to complete the picture, we will deal with the 
relationships in a nation which has undertaken currency devaluation. 

The starti:lg ?Oint could be the letter "B" which represents the balance of 
trade and wh!ch is equal to the difference between the total production of 
goods anc se~vices ("Y") and the total absorption of goods and services ("A"), 
~e then have the following: 

1-Y-A 
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This equation indicates that the change in the balance of trade equals the 
difference hetween the change In production and the change in absorption of 
goads and services, that is, it shows the nature of the effoot vhich currency 
devaluation has on "A" and "Y" (real or monetary). 

~oreover, we should take one important fact into consideration. This is the 
fact that the capacity to absorb goods and services depends at least partially 
o~ real inco~e (which is equal to the production of goods and services). It 
also depe~ds on the price level or other factors which are not related to cur­
rency d;,valuation. The result is the 	following: 

A•SY-D 

"S" equals the propensity to absorb (it equals the propensity to consume plus 
what r~sembles the effect of income on investment, which could be called the 
"prope nsity to invest." 

"D., equals the direct effect of currency devaluation on absorption. It c:.n be 
concluJed from this equation that the change in absorption of goods and ser­
vic~s in t~rms of real value which results from currency devaluation is com­
pused of two parts. The first part is "SD" which represents the change in con­
sumptio~ plus the real investment which results from the change in real income 
resul.tin6 iroa currency devaluation. 	 TbP. second part is "D" which represents 
the change resulting fro~ factors other than income. 

If ~e atte~pt to link these tvo equations ln terms of function. we arrive at 
the f~ll~wing equati~n: 

B-(A-S)Y+D 

This l f"ads us to the: following questions: 

How do~s currency devaluation affect income? How does change in the level of 
l~co~ affect absorption on any given income level? That is, what is the ex­
tent of thP. :~agnitude of "S"? Hov does devaluation directly affect absorption 
on any give~ lnco:oe level? That ill, what is the extent of the magnitude of 
''n"? 

In order to answer all of these questions, it is necessary to take into consid­
eration the total structure of a nation which is engaging in devaluation of 
its currency and it is neces~ary to take into consideration the rest of the 
world. In view of the fact that to do this would be enormously complicated, 
we will content ourselves with presenting a su~~~:~~ary of the principal ideas in­
..,olvei:!. 

The Effect of Devaluation on loco-

The priacipal effect of currency devaluation on incogp occurs by means of in­
creasi~g the nation's exports and the resulting stimulation of domestic demand 
by ocans of the cult!ple, provided that there are unemployed resources. In 
addition to the :~ult!ple there are other factors which determine the process 
of the bcuase which occura in production, and they are the following: 
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1. The extent of the increase anticipated in the production of goods and ser­
vices, without great increases in prices. 

2. The degree of absorption by the rest of the world of the incr~ase in ex­
ports resulting fro• the decruse in the foreign prices of exports. 

We must emphasize the fact that the effect of income and production on the bal­
ance of trade is not the volume of the additional total production created, 
but rather the difference between this volume and the increase which occurs in 
the absorption capacity. This difference between real production and i~come 
and re"l expenditure on goads and services could be called the "real accumula­
t !on," and the balance of payments equals the total accumulation of the econ­
oay as a whole. 

The change ._.hich occurs in the balance of trade ("B") as a result of the change 
in incoce. in accordance with this, equals the change which occurs in the real 
accuau!ation as a result of the change in income. That is, the change in in­
come ("Y") is multiplied by the propensity to accumulate ("A-S"). 

Moreover, it is not possible for any improvement to occur in the balance of 
payment s 1f it equals "S" or is more than "A." Under all of these circumstan­
ces it is possible for currency devaluation to be effective in bringing about 
st!~ul3tion [of the economy], and not in improving the balance of payments, 
with th~ exception of possible improve=ent via the direct effects which we 
w!ll be talking about. 

Cnder circumstances of less than full employment, currency devaluation is ex­
pected to h~ve a positive effect on production and employment. This fact was 
proven during the thirties, before the Keynes theory became widespread. 

Teres of Trade 

•suallv it is assu=ed that currency devaluation leads to a deorease in the pri ­
c~s of~VX?orts 1n foreign currencies which is greater than the decrease in the 
prices of icports in foreign currencies. This assumption is based on a na­
tion's ~X?orts being more specialized than its imports, the result being that 
the prices of the exports become more vulnerable to the effects of currency 
dev~luation than do the prices of the imports. Perhaps there is some compen­
sation--although small--if imports are far greater than exports during the 
period o! tice which precedes currency devaluationa 

so~e people oelieve that the deterioration in te~s of trade resultin~ from 
currency devaluation leads to an improvement in the balance of trade as long 
as lt le3ds to a decrease in a nation's real income and consequently in its 
dc~nd for imports. The decrease in income resulting from the deterioration 
!n ter:n.~ of trade leads to a decrease in demand for imports and for local 
goods. 

The decrease In income ("B") resulting from the change in terms of trade causes 
a decre3Sc ln absorption capacity corrcspondin& to "ST" which permits a corres­
ponding improve=ent in the balance of payments partially by means of the direct 
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1. The ex~en~ of the increase anticipated in the production of goods and ser­
vices, without great increases in prices. 

2. The degree of absorption by the rest of the world of the incr~as~ in ex­
ports resulting from the decrease in the foreign prices of exports. 

Ye must emphasize the fact that the effect of income and production on the bal­
ance of trade is no~ ~he volume of the additional total production created, 
but rather the difference between this volume and the increase which occurs in 
the absorption capacity. This difference between real production and !~come 
and real txpenditure on goods and services could be called the "real accumula­
tion," and the balance of payments equals the total accumulation of the econ­
o::::~y as a vbole. 

The change which occurs in the balance of trade ("B") as a result of the change 
in incooe, in accordance with this, equals the change which occurs in the real 
accuculation as a result of the change in income. That is th~ change in in­
come ("Y") is multiplied by the propensity to accumulate (:.A-S"). 

Moreover, it is not possible for any improv.-ent to occur in the balance of 
payaent s tf it equals "S" or is more than "A." Under all of these circumstan­
ces i: ia possible for currency devaluation to be effective in bringing about 
sti~ulation [of the economy], and not in improving the balance of payments, 
witn the excep~ion of possible improvement via the direct effects which we 
lo'ill be talking about. 

Cnder circumstances of less than full employment, currency devaluation is ex­
p~cted to have a positive effect on production and employment. This fact was 
proven during the thirties, before the Keynes theory became widespread. 

Ten:>s of Trade 

~sually it is ass~ed that currency devaluation leads to a decrease in the pri­
ces of cx?orts in foreign currencies which is areat~r than the d~crease in the 
prices of icports in foreign currencies. This assumption is based on a na­
tlon's exports being more specialized than its im?Qrts, the result being that 
the prices of the exports become more vulnerable to the effects of currency 
devaluation than do the prices of the imports. Perhaps there is some compen­
sation--although scall--if imports are far greater than exports during the 
period of tice ~hlch precedes currency devaluation. 

So~ peo?: e ~elieve that the deterioration in ter.os of trade resultine from 
currency devaluation leads to an improvement in the balance of trade as long 
as it leads to a decrease in a nation's real income and consequently in its 
de~nd for icports. The decrease in income reAulting from the deterioration 
in ter:s of tr~de leads to a decrease in demand for imports and for local 
goods. 

The decrease in income (''B") resulting from the change in terms of trade causes 
a decrease in absorption capacity correspondla& to "ST" vhtch permits ·• corres­
ponding im?rove:oent in the balance of paymentot partially by 11eana of the direct 
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decre~se in imports included in "ST'' and partially by ..,an• of diverting the 
resources that were utilized in the produc~ion of local elements ("ST") to the 
production of alternative imports or exports. Consequently, the effects of 
the deterioration of terms of trade leads to a decrease in the balance of pay­
ments menta since the change in terms of trade leads first of all to a decrease 
in "T" and then lead• to an illprov.,...nt of "ST." 

The Direct Effect on Absorption Capacity 

Assw:alng full employment. or if "S" approaches "A" or 1• .are than "A." the 
effect of currency devaluation on the balance of paymen~a takes place by means 
of the direct effect on the abaorp~ion capacity. This direct effect is linked 
to the increase in the level of prices and to the decrease in consumption or 
investment on any lev~l of real income. (This does not apply to monetary ' in­
coce.) In order to explain the nature of the forces which affect the absorp­
tion ca;>ao:ity ("D"). it is necessary to make some assumptions in order to 
neutralize the other effects. For ex.ample, we IIUSt ass\11110 that a nation which 
devalues its currency enjoys full employment and that the real income which 
is produced cannot be increased as a result of currency devaluation. We must 
also assume that foreign supply of imports and foreign demand for exports en­
joy total flexibil!ty and that the prices of imports and exports in foreign 
currency, and ~onsequently the terms of trade, will not change--that is, there 
lo'ill ~e no ~!feet on income either through an increase in production or through 
a ~hange ln teras of trade. 

The incrtase in th~ prices of the imports and exports in local currency as a 
result of currency devaluation will lead to individuals and establishments in 
natlo~s resorting to switching their demand for imports to demand for local 
goods and increa•lng exports. The resulting increase in ~he demand for local 
goods (domestlc produ~tion) will lead to an increase in local prices and mon­
etary lncoces up to the point where there is an end to this increased demand 
by virtu~ of the direct effects of the absorption capacity and less difference 
ln the prices between the domestic and foreign markets. In the absence of the 
effect of absorption capacity, local prices will continue to increase until 
there is no =ore desire to replace imports with domestically produced goods or 
an increase in exports. and consequently there occurs no change in the balance 
of pay:ents as a result of currency devaluation. 

T~ere are t~ree direct effects of absorption capacity, which are: 

1. The cash balance effect. The incoce redistribution effect • 
3. The coney illusion effect. 

Und\!r circumstances of full employment it is likely that the effects of the 
absorption capacity will be weak, and it is advisable that the effect take 
place directly by ceans of financial and monetary policies (limiting govern­
cent expenditures, private investment, and private consumption) provided that 
this does not affect incomes and nployment. 

51 



III. The ~netary Approach 

This theory is based on the demand for monetary capital. It shows that the 
increasing demand for goods, services, and banknote~< which ruultl' from a dt'f­
icit reflects an increase in the supply of aoney. It draws attention to the 
analytical siailarity between currency devaluation and the decrease in th~ sup­
ply of money which affects the owners of capital to equal degrees. 

According to this theory, the currency devaluation is equal to the dt'crease in 
the su;>;>ly of 1110ney and the decrease in the value of other capital assets in 
local currency when measured against foreign currencies. Se~n from another 
angle, one can say that the real value of the supply of money will dt'crease as 
a res~lt of currency devaluation in relation to the increase in the local pri­
ces ot goods and services. As a result of this, there will be less expenditure 
In order to maintain the real value of financial savings and other capital as­
sets. This result~ in an improvement in the balance of payments. However, if 
t~e aont'tary authorities increase their extension of domestic credit directly 
a.t~r currency devaluation in order to meet the new demand this decreases the 
~ffect of the devaluation on international payment~. ' 

Currency d .. valuation in developing countries is considered to be something more 
co~pl!cated than merely changing the rate of t'xchange, and it is necessary to 
ta~c into consld~ration all of the other adjustments which are a consequence 
of it. 

Currency devaluation takes on one of the following fot'llll: 

1. Currency devaluation. 

2. Currency devaluation along with the setting up of a program to establish 
financial and monetary policies for the purpose of decreasing total demand or 
at least decredsing the rate of increase in demand. 

3. Currency devaluation and liberal ' zatlon of imports and other International 
pa~-:nen:s which were either prohibited or else subject to a quota system. 

4. Currc:1cy devaluation and either partial or total standardization of rates 
of C'XCha:.b,e. 

:i~reover. i: is possible for a currency devaluation policy to include all of 
;ne aoovc .1-t one time. according to the nature of the particular case involved. 
How~v~~. it ls necessary to take into consideration all of the economic conse­
quences of devaluation because of the profound effects which they have on the 
dist'ributlon o! resources and lncoae in a nation. 

~any a;>prehcnsion• are felt concerning the usefulness of a policy of currency 
d~valuatio:1. and some of them are the following: 

1. The :1ecess.:1ry improvement is not achieved in the balance of payuwnts be­
cause ex;>orts or ia:ports do not enjoy the flexibility to respond to relative 
changes within • reasonable period of time after the occurrence of ouch changes. 
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2. It leads to a deterioration in a nation's teraa of trade and consequently 
Imposes real burdens qn the nation. 

3. There is an Increase in d011est1c prices which aay affect the nation's al>il­
ity to cclllpete. 

4. Regardless of the econoaic effects, a policy of currency devaluation is 
undesirable from the political point of view. 

5. The lack of flexibility in the demand for iaporta in the cases of r~ ma­
terials, semi-finished goods, and capital goods, in addition to th• liberaliza­
tion of iaports and standardization of the rate of exchange, will actually 
l~ad to a decrease in the prices of imports which were either prohibited or 
subject to a quota system, and consequently there will be acre consumption of 
the:o. 

6. ~st developing nations specialize in the export of particular goods, and 
achieving an increase requires increasing their production or developing new 
exports--and this Is something which cannot be achieved in the short run. 

7. In the case of incentives for increasing production and expanding capacity, 
preference is given to the goods which are alternatives to iaports and exports 
instead of domestic and foreign goods. This usually occurs to a relative de­
gree because high customs fees and restrictions imposed on iaports, as well as 
rates of exchange, are all incentives toward utilizing domestically produced 
goods. Also. there are some exports which are subsidized, and elimination of 
the subsidy in the case of currency devaluation linked to elimination of the 
subsidy does not allow producers any leeway to increase their production for 
export. 

8. New investments for the purpose of expanding capacity for producing for ex­
port depend upon improving the situation for investors and not returning to 
policies which were followed before devaluation. 

9. Curren~y devaluation leads to an increase in the costs of servicing the 
debt in local currency, and perhaps leads to some people going bankrupt. 

10. When the balance of trade is not favorable to a nation, and when there is 
an absence of a correct monetary approach, the squeeze in doaestic credit leads 
(as long as the suppliers and others pay to the Central Bank .are than what is 
received by the exporters demanding foreign currencies) to a decrease in dam­
~stic expenditure. 

11. If currency devaluation is expected to lead to a general increase In pri­
ce~, the period immediately following the devaluation will start off with 
people purchasing and accumulating large quantities of goods, and consequently 
there will be a decrease in expenditure until these goods are consumed. 

12. Currency devaluation leads to a redistribution of incoae aaong oociety's 
individuals. 

SJ 



~eterioration in the balance of trade occurs during the period which directly 
follows curre~cy devaluation in relation to foreign currencies if the liberal­
ization of iQports leads to increasing them and if the increase in exports is 
delayed or if the eXPansion in imports and exports is simultaneous and the 
economy is confronted with deflation as a result of this . In addition to this, 
the lack of flexibility of demand for im?orts indicates that the sharp increase 
in their domestic prices will lead to an increase in expenditure on them. even 
if there is a decrease in the quantity and value of the foreign currency. 

For all of these reasons th~ primary effect of currency devaluation in develop­
ing nations i s one of d~flation and a decrease in purchasing power available 
for eX?~nd i ture on do~estic production. 

Since 1970 the gover~ent has expanded its realm of investments. This has led 
t o an b c rease in the importation of both capital and semi-finished goods . 
This has occurred at a time characterized by a decreas~ in export s as a result 
o: concentrating the investment program on new projects which have not directly 
co~tr i ~u~ed toward increasing the volume of •xports and because the necessary 
3??rO?r i a t 1ons wer~ not made available for the maintenance of existing projects. 

As a res~~ t of th i s there was an increas~ in the gap between exports and ill­
ports. d.:ld t her e ,.as a great increase in the incurrence of foreign debts. Fur­
the~ore . the problecs which accompanied the implementation of the new projects 
inc luded in t he investment programs prevented the participation of these pro­
jects. with their revenues . at the times determined for this. This led to the 
govern.~ent !>e i ns unable to mt!et its increasing obligations and to the accumula­
tion o f ~~nts overdue . 

The p:oduc t!o~ o f ?Ca m:ts Increased from 340.000 metric tons In 1970/71 to 
900 .000 oetr!c tons in 1979/80 as a result of the development In rainfed agri­
culturr. Ex?ort s ~f peanuts increased from 60.000 metric tons in 1970/71 to 
280,000 c <E: tr !c t ons i n 1975/76. However, there also occurred a great increase 
In d..,::les t 1c peanut co::tsu::aption. The result was that exports decreased to 
20, 000 ~~ ~ri i: t ons in 1979.'80. The loss in revenues from Pxports was large in 
light o f t ~~ ;>eanut ?rices which prevailed at that time . As • result of the 
d~c rcasc !n r~venue s ! r oc exports, there was a decrease in the share of exports 
b t he CJP !r ~= 17 ;>e rcent in 1972/73 to 8 percent in 1977/78. 

t n vi~•· v f t h~ uniavorab l e c ircumstances regarding exports and imports during 
t he l as t 10 ::~a r s . th~ deficit in the balance of trade increased from $10 mil­
lion. o r l es s t han 1 pe rcent of the COP, in 1972/73 to $470 million. or ll per­
cent of t ;•e C;JP. in 1974/75, and then it went u;> to core than $700 million in 
1980 / 81. 

With t he !nc reasf n~ deficit in th~ balance of payments, the authorities resort­
ed t o ::.1~in~ ut l oan ,; from foreign sources, and foreig:"l debts increased from 
SJO m! ! l! o~ !~ 1q12 to $290 ~:~ill ion in 1973. and then this figure increi'sed to 
SSOO Qilli oc In suose~uent years. In spite of the fact that the problems which 
acco::J~a :l ! i>d the io;t i e~ntatlon of the projects. and the consequent decrease in 
t he ta ~ i ng ou :: o! loans. affected the volume of loans taken out in subsequent 
ve~rs s uch t hat t hcv t otalled between $570 million and $610 mUlion annu3lly 
in 1978 . t~e s i ze c! th~ debt soon began to increase again. At first the gov­
c.•rnoe>nt had a certain ability to mobilize foreign re!llources on easy terms. 

But with the increase in the foreign deficit and with restrictions put on bor­
rowing from sources providing easy terms, the government resorted to taking 
out loans on commercial terms. This led to complication of the problem of 
meeting its obligations by the deadlines set for thea--in spite of the fact 
that some of the loans were transformed into grants--until the government 
thought of rescheduling the debts via the Paris Club. 

During the period from 1970/71 till 198<1/81 the Sudano:se economy experienced 
~ 2 •. 6 percent annual growth. However, due to the dire scarcity of foreign ex­
change during the last 3 years, the volume of imports in 1980/81 decreased by 
about 80 percent from what it was during the 3 previous years. This defla t ion 
In imports constituted a problem as far as agricultural production was con­
cerned, and was a problem for the economic activity of the country as a whole 
--such t hat gross domestic production in terms of real prices came to a halt 
In 1977/78. \lith the 2.8 percent annual increase in population, there was a 
decrease in average individual income. 

Do~stic savings did not contribute to any significant degree to the proces s of 
develo?c~nt because they were on such a small scale. They totalled about 8 
pe rcen• of the COP during the last decade. as compared with 15 percent tn the 
case ~ . nations in similar circumstances. Furthermore, the aovernment's sur­
plus equalled only 2 percent of the COP during the first half of the seventies, 
and It d ecr~ased to where it was less than that by 1978/79. 

The ga? between exports and imports grew and began to steadily increase until 
th~ va!ue o! Imports in 1980/81 totalled $1.9 billion as compared with exports, 
:he va l ue of which totalled $800 million. This aeans that there was a gap 
which equ3lled about 20 percent of the CDP. 

The g~vern~nt did not simply stand helpless in the face of the deterioration 
in economic activity, but rather took a series of .eaaure• in order to increase 
productivity and stimulate exports. These steps could be summed up as being 
the following: 

1. A ?rogram of revival of agriculture. 

2. A program of creating exports. 

). Decr~ ~31ng the tax on exports of peanuts, sesame seed•, edible oils, meats, 
and cattle . 

•· Concern i ng the exchar.ge rate, as of 9 November 1980 the government started 
evaluating all imports at a standardized exchange rate of 90 piasters to the 
dollar. 

S. Cus t oms fees on some s~lected ltems were increased. 

In vh·w of the economic sit11ation mentioned above, the aovern•nt began t:) 
deal with the 1~ in or~er to bring about some changes in the economic policies 
such as those dealing vith e~change rates and bank credit. Tn accordance with 
the agree:11ent wh !. =h "1.1¥ reacl.ed, the Sudanese pound vas devau1ed, as of June 
1978. from $2.50 per Sudanese pound to $2 per Sudanese poUDd, snd this was one 
of the standhy me.osurt!s. 

http:reacl.ed
http:exchar.ge
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In liay of 1979 the l~!F offered easy terms, within the fra111ework of which agree­
ment vas reached concerning the limits to which [the SudanesP government) 
could expand in irs hank credit, including sublimits, when the governii!Pnt takes 
out loans from the banking apparatus in order to reinforce exchange rate .eas­
ures. r~strict for~ign borroving. and cre3te changes in the aystec of settin& 
prices and i~cenrives in the irrigation ~ector in order to stimulate farmers 
to increase cotton production. 

On 16 Se?te~er 1979 the following policies were impleQ~nted: 

l. Devaluation of the Sudanese pound from $2.50 to $2 for official transac­

tions (public i::l?Orts and QOSt exports). 


2. Introduction of the equivalent rare . systelll for non-vital im?orts and pri ­

vate re~itta~ces. 


3. Elinination of the tax on remittances. 

4. Eli~inacion of the premluo r3te system as far as remittances from Sudanese 

working abroad arc concerned. 


5. Eli~ination o! the development tax on imports. 

1:-te go~·ern:>len!': be&an t.J ~radually evaluate exports and imports according to the 
equivalc:lt rate until thes~ measures were completed in ~ovember o! 1981 by 
~a~s of standardizatio~ of the exchange rate through devaluation of the Sud­
anese ?Ound froc SO piasters to the dollar to 90 piasters to the dollar, The 
governc<·:'lt has also rec~ntl~· reached an agreement with the I!iF to devalue the 
Sudanes e pound !ro:o 90 ?lasters to the dollar to 130 piasters to the dollar. 
During recen: ti:es th~ Sudanese economy has been characterized by a deteriora­
tion in ?ro.!uctivity and an imbalance in the balance of payments, causing the 
go\.·ern:::;.:-n: to ado? t a series of financial and !IO:'letary policies in order to 
correct the cour~e of the economy and eliminate it~ state of imbalance. Let us 
no"' ?ause to consider the ;>olicy of the devaluation of the Sudanese pound in 
on:!er : o learn v;hat efft:cts it has had on the balance of payments. 

!:>uri:1g : :; e seve:::t!es Co::.?st!c savings were not c:tough to cover the government's 
!. :1·.:~stt:e :-1 : a ..: tiv!ties. for this reason the goverru:tent resorted to taking out 
loans !ro~ : he bar.king a?paratus, and this has contributed toward increasing 
inflation in the country. 

Juring recent years there has been an increase in imports as a percentase of 
the GOP. whereas eX?Orts. as a percent,ge of the COP, have decreased to the 
po!nt where therl! is a gap of 12 percer t between the two. Foreign loans in­
cr~ased by :ore than $3 :alllion, that :s, more than 4 times the re,renues re­
ceived fro::~ exports. Servicing the C:ebt has accounted for approximately 40 
perct.>t o! t ~e revenues received from exports. 

The ?erioc !ro= 1972/73 to 1973/7~ witnesst'd an increased in the volumt' of in­
vest~~t3 wh!ch ~~ounted to 50 perc~nt in real prices. or 5 times what is was 
in nominal ~rict""s. The='e investments ~ere represented by the first 5-year plan 
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of 1970/71-1974/75, thP period of which vas extended till 1976/77, and the 
6-year plan of 1977/78-1982/83, which vas changed into the Triple Investment 
Program with appropriations totalling $l.S7 billion in terms of 1976/77 prices 
--or more than twice the real level of the 6-year plan in te~~ of real prices. 

The sector of transportation and communications received large investments, 
and they w..n reflected in the iaplementation of a number of projects. The 
~st important of these projects vas the Port Sudan-Khartoum road. the length 
of which is approximatt'ly 1,600 kilometers. The sector of industry also re­
c~iv..d & high percentage of the investments during the seventies, whereas the 
?ercentage received by the sector of agriculture vas a rather modest c,e. 

£xpans1on of the public sector investment program in the early seventies and 
the &reat increase in expenditure on iclports--an increase of about 250 percent 
during the ;>eriod between 1972/73 and 1974/75--led to a fundamental increase 
in the percentage of the CDP which constituted imports. The increase in oil 
prices w~s not the basic factor concerning the increase in expenditure on im­
ports ;efore 1975 because it constituted only 10 percent of the value of the 
!~ports. Ho~ever, imports of capital gcods increased to the point where they 
accounted for one-third of the total value of imports instead of one-fourth of 
their value, as had been the case 1 · ~viously. 

On the other hand, the increase in exports vas not at all something which was 
enc~ur~ging. It acounted to a 10 percent annual increase in te~ of nominal 
prices during the period 1973-78, in spite of the decrease in the quantities 
eX?~rted. T~e deterioration in exports is attributable to the decrease in 
cotton production from 1.4 million bales in 1970/71 to less than 600,000 bales 
in 1980/81, and the effect of this decrease did not stop here. The decrease 
al~o affected exp~rts of oil-bearing seeds. in particular peanuts, the export 
of which was halted in order tha~ the domestic market's req~ire=ents for ed­
ible oils be met. 

As we <now, Sudan, like other developing nations, relies on a limited nucber 
of cash cro?s in its foreign trade. Cotton constitutes a high percentage of 
its volu~e of exports. But cotton has suffered a severe deterioration a~ far 
as its productivity is concerned, and this bas affected Sudan's total volume 
of exp~rts. This being true, ve do not believe that currency devaluation can 
aff~ct Sudan's volume of exports and consequently its foreign currency revenues 
in view of the fact that, in the short run, it is not possible to increase pro­
duction either vertically or horizontally. 

li we exa~lnc the imports, ve find that most of them are raw materials, s~mi­
flnlshed go~ds, and capital goods, and they constitute important factors of 
production in the production process. One can say that the imports are char­
acterized by the fact that they are not flexible and that pursuing a pollcr 
of currency devaluation in order to limit them will only have the effect of 
raising the end product prices of the goods which are produced by using these 
:aaterial~. 

~reover, in spite of the re~etition of the process of currency devaluation 
durin~ the last ) vears, this has had no clear effPct in terms of !~roving 
the balance of pay;,.,nts situ.>tion as has alwaya been anticipated. The indica­
tion of this is the steadily increasing deficit and the fact that loans arP 
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continually being taken out from foreign sources. In fact, the effects have 
been intolerable inflation and redistribution of income which have not been 
favorable to people with fixed incomes. 

There are numerous policies which could eerva to aake it unnecessary to resort 
to currency devaluation, and they involve aeans which enable one to de~reasa 
absorption capacity as related to production. The general alternative in this 
case is deflation. However, thia tent "deflation" constitutes a concept which 
is narrower than is desirable in order for it to provide the necessary attn­
natives. The absorption capacity can be influenced by means of aonetary pol­
icies. This could involve decreasing the volume of investment and consumption 
by means of squeezing bank credit or by aeans of exercising direct control 
as is the case with isauin& licenses or controlling consumption. The poli~y 
could be applied throughout the national economy, as is the case with the 
sales tax and income tax, or it could be applied only in particular realms auch 
as the granting of investment licenses or the regulations for controlling im­
ports. There are IIIAny ways to influence absorption capacity. All of them are 
internal measures, the purpose of which is to change the relationship between 
absorption capacity and income, and consequently to influence the balanre of 
payments • However, an analysis of the policy of currency devaluation and al­
ternative policies depends upon the aeneral inflexibilities in the economy and 
tlo• price riaidities. It 1a very i111p0rtant to determine and to change all of 
· ~•e factors. 

9469 
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IKP'Ca!MTION KINISlEil DISCUSSES I.OUI f1l OPPOSITION 

Loadcm AL-HAWADITH in Arabic llo 1373, 2S Feb 83 p 32 

/~rticle by 1Ad1l Halik: "A Dispute over the Succession in 'ru.nis1a::_7 

ii.U>!7 In Tuniaie there 1a a political groundawell today'. 

Some people call this groundawell a dispute over the auccetsion and thl 
aticm for tba post-President lourguiba stage, after his lons life. s.. 
call it something akin to a proce.. of alleviation end tempcring--'tba 
ic a-." 

Whether the currant stage in Tunisia assumes the character of an ordina 
polltt.cal struggle or go.. baJOCid that on occaaiont, and turns into an 
ccmfrcmtation between the g~t end the opposition, the door to f.l> 
ual interpretation 1a vide open to the groups that belong to the vari001 
menta, vhf.ch ••na that the polariution proceas vill he going on, unt:l 
ther notice, 

tbe oppoaltion ia trying to express ita vieva by various mear.s , by hold 
-tlngs or S)'I'1'Daia, . even in a limited or closed context. When the v 
of the opposition rises and ita doses become atronser, the authorities 
to intervene directly by ccmflacatlng certain publications speaking ln 
na:.e o! this oppoaltion, because "runiaian deiiiOCracy" has limits which 
not permissible to croas. 

However, an observer can only record that a cll=ate of freed001 does pre 
Tunisia, permitting one at least to learn about the presence of more th 
political viewpoint in the country. That in itself is a noteworthy phe 
for the Arab East, the Kaahreb, or tha third world in general. 

AL-BAWlDITH brought acme questions to the Tunisian minister of informat 
Tabar lelkhoclja, in an atte..,t to obtain convincing answers to the quea 
tbat are baing ralaed in Tunisia, 

AL-HAW.Dml: There are worries over the course of the democratic exper 
in Tunisia. Whet do you say to the people who are worried about this 
experi..-nt. 
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