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Mona Hassan Ali

Faculty of Economic and Social Studies, University of Khartoum, clarified how decentralization can be a tool for conflict
resolution in some cases and a reason for conflict in other cases.

+ Decentralization could contribute to conflict resolution because it increases participation and power sharing; it gave
power to local authority that is better in resolving local conflict than central governments. In addition, it also encourages
the activity of civil society organizations.

+ Decentralization could result in local conflicts as it can create new minorities, it can also lead to regional conflicts if
borders are unclearly determined; additionally it can lead to conflicts between states and the central government when
resources are shared in a biased way towards some regions, especially in the post-conflict conditions.

+ Decentralization failed to resolve conflicts in Sudan due to failure in its implementation. States have not received
sufficient financial resources, and they were politically independent.

* There is a need for reforming the decentralized system in Sudan and ensuring political and financial empowerment
of the states.

Mr. Marcelo Guigale

Sector Director (PREM), Africa Region, the World Bank, gave a presentation looking at international experiences of poverty
reduction.

+ Successful measures to reduce poverty require: knowing natural resources; achievement of equity, not equality
all the poor by name (enabling targeted cash transfers); (Human Opportunity Index); focusing on non-cognitive
determining impact, not just outcome; linking people and skills; beside having standards for public expenditure.

Dr. Abakar Omer Khalil

Former Minister of Finance South Darfur State, studied the experience of South Darfur State in decentralization.

+ The establishment of the state and its localities is based on political and legal criteria, this includes; population, peoples’
needs, and homogeneity of the society in addition to fiscal decentralization and fiscal performance of the state.

+ The paper found that the population criterion was not adopted in the establishment of South Darfur state and its
localities; therefore, the State and its localities are challenged by limited resources, it also found that there is wide
mismatching between state responsibilities and resources which led to poor performance and services delivery.

* There is a need for devoting more financial resources to South Darfur state, capacity building programmes, and
infrastructure development, especially roads and electricity.

Dr. Ghaysar Musa

Institute of Afro-Asian Studies, University of Khartoum, addressed the cultural, political, and institutional dimensions of
decentralization in its historical context in Sudan in order to highlight its social and cultural roles.

+ Sudan has evolved historically as a result of colonial to achieve national unity and peace, but it failed due
powers; Egyptian and Turkish and British colonialism. to its implementation on the basis of geographic and

+ Different factors have contributed to the formation of the g@mlnlgtratlve aspects rather than cultural and ethnic
geographical division of the country into states, mainly; IMENSIONS.
ethnic, ideological, and cultural issues. * There is a need for a better means of understanding the
current psychological factors leading to the increasing

+ The federalism was used in Sudan as a political tool - 4
tension of secession.




Dr. Houda Mohammed Mukhtar
Faculty of Economic and Social Studies, University of Khartoum

Analyzed the internal migration in the context of decentralization looking at the patterns of internal migration in Sudan and
examined the correlation between internal migration and some socio-economic variables, she found that:

+ The information available in the 2008 census
revealed that about 10% of the total population
changed their places of residence in their
lifetime.

* Internal migration is also found to be negatively
correlated with poverty indicators and positively
correlated with consumption expenditure per
capita per month, however, the correlation
between in- migration and youth literacy is
uninformative.

* The study recommends implementation of
balanced development between states and
creating job opportunities at the state level and
subsidizing poor states to formulate poverty
reduction strategies.

%

Dr. Haidar Mohamed Ali

Faculty of Economic and Social Studies, University of Khartoum, focused on the long-term impact of relocation as a result
of dams’ construction.

+ There has been a persistent government inclination
to build more dams under the claims of providing
electricity, and more water to agriculture in Sudan.

mostly ends up into crisis in the long run, simply
because  resettlement involves  compulsion,
subjugation, and negligence of the others’ rights to

+ Completion of Merowe dam, Heightening El-Roseires, choose for themselves.

ongoing work at Upper Atbara reservoirs, proposed + There is a need to move away from forced relocation
dams at Dal, Al-Sheraik, Kajbar are cases in point. and displacement to a voluntary and collectively
negotiated process which recognizes and respects
people>s rights while keeping social costs to a
minimum.

¢ Lessons learnt from the Halfawiyyin resettlement
suggest that «resettlement» is not effective as a
developmental strategy; in fact, the whole package

Mona Hassan Ali

Faculty of Economic and Social Studies, University of Khartoum, clarified how decentralization can be a tool for conflict
resolution in some cases and a reason for conflict in other cases.

+ Decentralization could contribute to conflict resolution
because it increases participation and power sharing; it gave
power to local authority that is better in resolving local conflict
than central governments. In addition, it also encourages the
activity of civil society organizations.

are shared in a biased way towards some regions, especially
in the post-conflict conditions.

+ Decentralization failed to resolve conflicts in Sudan due
to failure in its implementation. States have not received
sufficient financial resources, and they were politically

+ Decentralization could result in local conflicts as it can create independent.

new minorities, it can also lead to regional conflicts if borders

are unclearly determined; additionally it can lead to conflicts
between states and the central government when resources

+ There is a need for reforming the decentralized system in

Sudan and ensuring political and financial empowerment of
the states.



Dr. Mosllem Ahmed Alamir

Economist, the World Bank, in his presentation explained that:

Successful fiscal decentralization is crucial in order to accelerate
progress toward poverty reduction and address the wide regional
disparities through increasing access to basic services, creating
livelihood and employment opportunities, addressing the
underlying structural causes of conflicts and providing rural basic
infrastructure.

There has been a rapid growth of states’ expenditure per capita
over the past decade with increasing focus on development
expenditure; there have also been notable variations across the
different states.

States’ revenues increased significantly over 20002010-, but
are heavily depending on federal transfers, the transfers are
guided by a formula but the content of the formula appears not
to be widely disseminated, the formula is also complex and with
elements where one criteria serves to offset another.

States appear not to follow any transparent formula in allocating
funds for localities. Using three states’ cases, some stylized
facts were highlighted such as; localities relying on the State for
financing development expenditure, and most States in Sudan
have limited own revenues and depend on federal transfers.

To increase own revenues states have to; widen the tax base,
populate and clean tax registers, maintain and monitor key

Mr. Shareef Ismael Bangou

performance indicators, encourage voluntary compliance, as
well as beef up human resource capacity and offer incentives.

Mr. Shareef Ismael Bangou, Faculty of Economic and
Management Studies, University of Gedaref presented an
evaluation of the fiscal decentralization experience of Gedaref
state of eastern Sudan in the context of different aspects of fiscal
decentralization, he found that:

The state has poorfiscal situationsindicated by higher dependence
on the federal transfers and higher vertical imbalance.

There is overwhelming dependence on the state transfers and
the failure of most of the localities to perform their responsibilities
of delivering the basic services to their constituents.

The study suggested that: revenue administrations should be
trained and empowered to increase the own revenue to acquire
fiscal autonomy, provision of detailed information about the
different revenue sources bases to set achievable revenues in
the budget.

A clear formula for the transfers to localities is needed; local
administrations should be clearly assigned their revenues and
expenditure responsibilities, setting standards and requirements
for establishing localities, and directing the transfers to productive
channels.

Faculty of Economic and Management Studies, University of Gedaref presented an evaluation of the fiscal decentralization
experience of Gedaref state of eastern Sudan in the context of different aspects of fiscal decentralization, he found that:

The state has poor fiscal situations indicated by higher dependence on the federal transfers and higher vertical imbalance.

There is overwhelming dependence on the state transfers and the failure of most of the localities to perform their responsibilities of

delivering the basic services to their constituents.

The study suggested that: revenue administrations should be trained and empowered to increase the own revenue to acquire fiscal
autonomy, provision of detailed information about the different revenue sources bases to set achievable revenues in the budget.

A clear formula for the transfers to localities is needed; local administrations should be clearly assigned their revenues and expenditure
responsibilities, setting standards and requirements for establishing localities, and directing the transfers to productive channels.

Dr. Omer Mohammed Ali

Faculty of Technological and Developmental Studies, University of Khartoum

Presented a paper on patient satisfaction on medical health service delivery at public hospitals in Khartoum State in order to assess the
quality of health services, He found that:

« Over 75 percent of the patients were satisfied with doctors doctors’ services.

performangBEIEESAiment. « The study proposed some measures to promote health

services; expansion of health insurance coverage, provision of
incentives for high quality services.

 There is low level of satisfaction on laboratory tests and
medicine prices.

+ There s dissatisfaction on nursing and availability of specialized



Mr. Celestin Monga

The Development Economics Vice Presidency, (DECVP), the World Bank, presented a paper on growth and job creation;
rethinking Sudan’s strategy, he showed that:

The hardship and misfortune of secession may actually be
a blessing in disguise: it created a window of opportunity for
peace and stability and also provides the country with a unique
opportunity to free itself from the inebriation of extractive industries,
and recalibrate its economic strategy towards the goal of a more
inclusive development.

In more than half a century, there has been limited structural
transformation; the contribution of agriculture has declined
while that of services has increased, and the contribution of the
industrial sector has more than doubled, however, agricultural
productivity has declined or stagnated; services are mostly in the
low-productivity informal sector; and the manufacturing sector is
currently thin.

Sudan has experienced some economic diversification but is still
very much vulnerable to external shocks due to marked dependency
on the oil sector and the growth path was unsustainable.

The paper suggested that Sudan must change its current growth
model; it has identified the agricultural and manufacturing sectors
as potential engines for sustained growth and poverty reduction.

Sudan can identify a small number of well-targeted industries in
which it has comparative advantage, and build industrial parks with
low factor and transaction costs through high-quality infrastructure,
excellent governance, and backwards and forward linkages that
spark employment creation in the formal sector as the most
sustainable strategy for economic development.

Mr. Eddy Gemayel

The IMF Mission Chief for Sudan in his presentation explained that:

+ Sudan has developed major vulnerabilities in the last three
decades mainly a marked dependency on oil revenue, a
heavy external debt burden, in addition, the country faced
a challenging secession in 2011.

+ As a result, inflation is rising, the curb market exchange
rate depreciated significantly, the fiscal deficit is widening
and its monetization is increasing, and the external current
account is also deteriorating.

+ It is evident that tax revenues remain below regional
standards. While efforts to raise non-oil revenues are

Prof. Awad Al-Sid Al-Karsani

Faculty of Economic & Social Studies, University of Khartoum,

tepid, subsidies are rising but do not adequately target the
poor at the same time transfers to states are rising, while
states’ own revenues are dropping.

Sudan needs a two-tier adjustment strategy: measures to
regain control of, and stabilize the economy and create
the conditions for sustainable growth in the short term and
measures to bring the economy in line with the country’s
new potential in the long term.

Sudan has addressed the near-term imbalances through
fiscal adjustment, tightening of the monetar

+ reviewed some of the international experiences of fiscal federalism, covering South Africa, Germany, Brazil, India, Nigeria and others.
He drew out lessons for Sudan, including the need to: build more local-level financial institutions; assess the criteria for federalism;

apply political rights; and to train the financial revenue commission.



H.E. Dr. Abdelrahman Dirar

The State Minister, of Finance & National Economy explained how
Sudan’s government response to the recent economic crises.

He pointed out the following:

+ The government adopted the Three-Year Salvation Program to sustaining
economic growth within a liberalization policy frame, bringing-back
external balance, controlling the national welfare reducing factors,
restructuring government budget, building human capital, and reducing
the unemployment rate.

+ The Three-Year Salvation Program targets self-sufficiency in certain
agricultural and manufacturing commodities and investment switching
towards gold mining. The government spent 108 billion SDG on
agriculture, livestock, mining, and dams’ construction along with many
other measures.

+ To mitigate the social impacts, the Three-Year Salvation Program includes
safety nets packages through microfinance, cash transfers, and civil
society organizations activity.

+ The implementation of the Three-Year Program has been disrupted by
many challenges, including border conflict with Southern Sudan and
limited international financial support.

Mr. Omer Hajam

Director General of International Cooperation Directorate, Ministry of Finance & National Economy presented the Interim
Poverty Reduction Strategy Paper I-PRSP. The presentation illustrated the following:

+ The root causes of poverty in Sudan include conflicts, external debt burden, international sanctions, natural disasters, as well as
limited capacity in resource management.

+ The government has undertaken several efforts to reduce poverty, including social security programs and pro-poor public policies
which consisted of financial support, microfinance, employment of graduates, and resettlement of IDPs.

+ Sudan’s I-PRSP has four pillars; enhancing economic growth and employ-ability to reduce income poverty through infrastructure
development and private sector development, capacity building and institutional reforms, improving human development through
education and health services provision, and direct financial support to improve social welfare.

Mr. Michael Geiger

Country Economist for Sudan, the World Bank, presented the Findings from the Doing Business Report of 2013. He pointed
out the following:

+ Sudan ranked at the bottom of its comparators on the ease of if higher productivity and competitiveness is achieved and
doing business (2012) and below the regional average, with diversification and more inclusive private sector were realized.
poor records in getting credit, dealing with construction permits,

o : + Sudan needs to ease private sector constraints in infrastructure
protecting investors, and trading across border.

(electricity) and increasing access to finance for the private
¢ Sudan ranked at the top of its comparators in registering sector to raise productivity, and enhancing agribusiness
property, ease of paying taxes, and resolving insolvency. productivity, achievement of supplier development through FDI
in agribusiness as well as promotion of regional specialization
to realize diversification. In addition to strengthening contract
enforcement institutions, set up of market information systems,
quality and food safety systems, and enhancing infrastructure
+ The private sector can support economic growth in Sudan and logistics in order to develop more inclusive private sector.

« Lack of infrastructure, taxes, access to finance, political
instability, and corruption are the main constraints to the private
sector in Sudan



Mr. Stephen Ndegwa

Tthe World Bank’s Acting Country Manager
highlighted the historical relations between
the Sudan’s Ministry of Finance and National
Economy and the World Bank. He pointed out
the following:

+ The current economic challenges stance requires
rationality in dealing with resources, and the
development of these resources for the interest
of the populations.

« The importance of knowledge in solving Sudan’s
ongoing economic challenges. In addition to
using the conference as a tool to strengthen
partnership, exchange experiences and to
benefit from the available technical aid.

« The Bank welcomes any future cooperation with
University of Khartoum and Ministry of Finance
to share knowledge and contribute in finding
a solution to the current and possible future
uprising.

+ The Bank’s role is to build stronger relations,
participate and introduce its expertise on
international  chronicles and  development
events.

Prof. Alsidig Ahmed El Mustafa
The Vice Chancellor of the University of Khartoum,

Emphasized the need for specialized collaborative efforts to address the economic challenges facing Sudan today. He stressed
the importance of innovatively solving these challenges in and the need for a commitment to these meaningful conference
recommendations.

Mr. Marcelo Guigale

The Sector Director (PREM) of Africa Region, the World Bank, reviewed certain cases of recent economic crises. He pointed out
the following:

+ Argentina over the 1990s, where fiscal misalignment made
the debt burden unsustainable while the foreign exchange
regime caused loss of competitiveness until the Currency
Board collapsed; the result was an immediate inflationary
spike, fall in real GDP growth, and a massive increase in the
unemployment rate.

+ Thailand (1997), where the fiscal accounts were in order

but the external accounts were not, so the Baht appreciated
until its basket-peg collapsed.

* Brazil, (19981999-), where a well-meaning stabilization
program was put in place after a decade of high inflation.

+ Europe, (2008- ongoing), where a common currency and
diverging fiscal positions led to large debt accumulation.

+ All reviewed crises resulted from inconsistent macro policies
associated with disastrous effects on human beings (e.g.
jumps in poverty, inflation, prepare for migration flows, and
need for direct cash assistance).

+ The common features of recoveries are; fiscal adjustment
(taxes, expenditures, and debt write-offs), nominal
exchange rate corrections with quick growth rebounds, no
nominal exchange rate corrections with protracted growth
contractions, debt restructuring, banking restructuring, and
large social assistance programs.

+ With the right policies, the economy recovers quickly, but
that is not always the case, the experiences showed that
recovery can take from 2 to 7 years.



Conference Speaker Highlights

In his key opening speech,
H.E. Jalal Yousif Al-Digair,

The Assistant to H.E. the President of the Republic of Sudan pointed out the following:

The conference is a highly specialized gathering of which the presentations, discussions, and recommendations are critical for
designing a competitive, flexible, and resilient economic system and sustaining economic growth in Sudan.

The dynamic changes in the global and regional economic and political conditions bring in many challenges to Sudan’s economic
management, underscoring the need for designing an inclusive economic system that ensures the provision of basic human
needs up to the required standards.

Sudan needs to learn from the international experiences and knowledge of the experts participating in this conference to
recover from the current fiscal crises taking into consideration the country’s special circumstances.

Post-secession Sudan is now facing great challenges, including increasing foreign exchange pressures, large fiscal deficit, high
inflation rate, increasing defense expenditure, as well as the debts and consequences of the international sanctions.

Sudan has adopted decentralization since 1994, which determines the state governments’ responsibilities and resources. The
Fiscal and Financial Allocation and Monitoring Commission (FFAMC) is established as a responsible body for revenue sharing
between states.

The development of the decentralization requires a well-designed framework, capacity building, equitable resources allocation
and efficient utilization of resources.

This conference must focus on these issues and draw lessons from international experiences to recommend policies needed
for economic recovery.

H.E. Ali Mahmoud Abdel-Rasoul

The Minister of Finance & National Economy pointed out the following:

The globalfinancial crises has put severe pressures
on the Sudan’s economy and reduced its exports
demand while the secession of the South has led
to further fiscal and foreign exchange shocks, and
slowed the economic growth strongly hitting the
welfare of the population.

The response of the Federal Government to these
challenges was the Three-Year Salvation Program
including streamlining government expenditure,
increasing taxes, rationalization of foreign
exchange demand, and expanding social safety
nets.

Despite the government’s efforts undertaken so
far, these challenges remain to underscore the
need to revisit the assumptions of the Three-Year
Program.

The conference offers a unique opportunity
to address these challenges and increase the
participation in designing effective economic policy
that would result in a breakthrough in the county’s
economic outlook.
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measures and policy reversals increase policy uncertainty for
economic agents and are detrimental to policy coordination and
sequencing of reform programs.

Rethinking of the Growth Strategy: Sudan has not been able
to transform its economic structure in the last five decades.
With its rich natural and human resources Sudan should
revise its economic development strategy by learning from the
experience of successful countries, especially in East Asia,
that achieved rapid and sustained rates of economic growth
through manufacturing, and high value added agriculture.
Sudan has potential in becoming a regional trade hub due to
its strategic location, attracting foreign direct investment (FDI)
in light manufacturing and agro-based industries. This would
require adoption of consistent macroeconomic policies targeting
stabilization of economic growth, upgrade of infrastructure and
creating a more conducive business climate.

Investment Climate: The private sector plays a crucial role in
supporting economic growth. The conference discussed three
possible areas of focus:

Firstly, the area of productivity and competitiveness-
recommendations included encouraging private participation
to ease constraints in infrastructure (electricity) and to facilitate
access to finance for the private sector.

Secondly, the potential to support economic diversification-
recommendations also included enhancing agribusiness
productivity; facilitating supplier development through FDI in
agribusiness, and promoting regional specialization.

Thirdly, to allow a more inclusive private sector- recommendations
were made to strengthen contract enforcement institutions, to set
up market information systems, and to enhance infrastructure
and logistics.

Fiscal Decentralization: Successful fiscal decentralization is
crucial in accelerating progress toward poverty reduction and
addressing the wide regional disparities. The past decade saw
rapid growth of Sudanese States’ expenditure per capita, with an
increasing focus on development expenditure. But development
spending is coming under pressure as austerity measures to
master the fiscal crisis are unfolding. In this context, it was noted
that more efficiency in public expenditure will be needed «Doing
more with less». Additionally, it was discussed that recurrent
spending — in particular the very large public sector wage bill -
will eventually have to be adjusted in order to create fiscal space
for alternative public investments required to rebalance the
economy over the medium- to long-term.

Fiscal transfers to local government increased markedly in the
last decade, while growth of own revenues by local governments
have been declining. It is important that fiscal transfers are
streamlined, the criteria of its allocations to be simplified and
made more transparent. Efforts should also be stepped up to
provide additional incentives and assistance to local governments
to bolster their own revenue generation.

There are at least five suggested focus areas for policy reforms:

State level Revenue, Federal/State Transfer System, State/
Locality Transfer System, Expenditure Assignment through
more fiscal devaluation from state to locality levels, Expenditure
Planning and Budgeting and Expenditure Management. The
following is a summary with more details in sections below:

+ State Revenue: States (and localities) have proven that with
more effort there is a significant scope to increase their own
revenue. However, they could benefit from tools in revenue
forecasting, tools for assessment of revenue potential and
assessing value of tax exemptions as well as distributional
impact (poverty impact) on tax policy and user fees.

¢ Federal/State Transfers: While Federal Transfers are
made with use of formula for more “equitable” allocation
of resources among states, it is complex and not widely
disseminated. Accordingly, it does not serve as an incentive
for states in promoting improved fiscal performance and the
problem with limited predictability in federal transfers remain.
It could benefit from simplification as well as segregation
of transfers based on “needs criteria” from “performance
criteria”.

+ State/Locality level Transfers: It appears to be entirely
discretionary. They could benefit from introducing formula
based allocation system to better reflect needs of localities
as well as introducing a performance based grant linked
to public financial management (PFM) and revenue
mobilization.

¢ Fiscal devaluation: Some State level services could
be devolved to the locality level to improve outreach
to beneficiaries, in particular extension of services and
supervision for front line service providers. This would require
more State level resources devolved to locality level.

¢ Expenditure planning and budgeting: While Kassala is an
example of participatory development planning; it could, and
like all states benefit from introducing “forward budgeting”
including sector targets reflecting stated policies. This will
also serve to assist the States’ Assemblies in their review of
budget submissions and those future recurrent cost impacts
of investments are included in development planning.

 Expenditure management: A World Bank report Country
Integrated FiduciaryAssessment (CIFA) pointto several areas
which would benefit from change. While the PFM system
follows many of the basic principles for budget monitoring
and control, some areas like control of commitments, payroll
management and assignment of personnel as well as
procurement are potential areas for improvement that could
give significant short-term benefits and improve on efficiency
and effectiveness of budget execution.

11- International support and debt relief: this would include

timely external financial aid, and significant debt relief to unlock
the country’s economic potential and raise growth prospects,
however, this would require from the government side a steady
commitment for and implementation of the reform agenda.
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Main Policy Recommendations

Challenges and Opportunities: Despite the enormity of the
current fiscal challenges in Sudan, international experience
demonstrates that many developed and developing countries in the
pastfaced, and currently are facing similar difficulties. Nonetheless,
international experience also points to the opportunities that many
countries reaped by embarking on bold reforms that enabled them
to regain a growth trajectory often even higher than that prevailing
before the crises.

Consistency of Macroeconomic Policy Framework: Adoption
of inconsistent macroeconomic policies (mix of fiscal, monetary
and exchange rate regime and policies) has been the main cause
of economic crises. Adoption of coherent macroeconomic policies
is crucial for economic recovery. Nominal devaluations in the past
have proven an effective means to catalyze a quick recovery.

Fiscal Adjustment and Prioritizing Government Spending:
Sudan adopted expansionary fiscal policies well before the
secession of the South while maintaining a rigid exchange rate
regime. As a result, the oil boom did not lead to a significant
build-up of fiscal cushion and foreign exchange reserves. So
tightening fiscal policy requires a profound change in policy that is
paramount for economic recovery. Prioritizing public spending and
directing it towards productive and social sectors is urgent; the
newly adopted Interim-Poverty Reduction Strategic Plan provides
a good framework for this which needs to be utilized. Experience
of other countries in crisis shows that such a consistent macro-
economic policy mix should be based on fiscal realism (“fiscal
anchor”) and a more flexible exchange rate regime.

Monetary Policy and Independence of the Central Bank:
Domestic monetary policy needs to be tightened to curb inflation.

Monetary policy vis-a-vis the exchange rate should allow for
another nominal devaluation to bring about the competitiveness
needed to rebound the economy; a more flexible exchange rate
regime would complement such a new monetary policy direction.
It is also important to enhance the independence of the Central
Bank of Sudan to maintain such a policy particularly in the current
system characterized by fiscal dominance. Coordination between
fiscal and monetary policy needs to be enhanced to maintain
macroeconomic consistency and stability.

Poverty and the Role of Social Safety Nets: International
experience reveals that the poverty rate and unemployment
levels increase markedly after economic crises and the poor
suffer more from high inflation levels. Crises can therefore lead
to political instability. International experience also demonstrates
that countries that had effective and targeted social safety nets
fared better and avoided political instability. Therefore, building an
effective social safety net (particularly conditional cash transfers)
is crucial for economic recovery. Experience demonstrated that
the safety nets are not expensive even during periods of fiscal
adjustment. In many cases, targeted safety nets were less costly
than prevalent subsidies.

Fuel Subsidies: In 2012, fuel subsidies were estimated at about
10% of GDP. The bulk of this subsidy benefits the non-poor. This
is a golden opportunity to reform the system and direct part of
the savings towards conditional cash transfers targeting poor
households.

Implementation of Government Programs: Political leadership
should focus on consistent and steady implementation of the
various government programs to realize their objectives. Ad-hoc




Background

In June 2012, faced with a fiscal crisis that followed the secession of
South Sudan and the loss of three quarters of Sudanese oil revenues
the Government of Sudan adopted a series of painful, but necessary,
fiscal and exchange rate policies. The austerity measures marked a
pronounced change in policy, since the government until then had
not been successful in providing effective policy counter-measures
to address the economic shock and the worsening economic
imbalances in late 2011 and early 2012. While the measures are a
good first step, more needs to be done, particularly to take advantage
of the crisis situation and put policies in place that bring the economy
back on a long-term development path.

Amidst the difficult economic context of the country, this year’s
annual 2-day conference was on Sudan’s current fiscal challenges
and their impact on economic development, service delivery
and decentralization. The conference was held at the University
of Khartoum, Sudan, on the 30- 31 January 2013 and was co-
organized by the Faculty of Economic and Social Studies, University
of Khartoum, the Ministry of Finance and National Economy, and
The World Bank.

Over 400 participants including Ministers, undersecretaries of
ministries, international and national experts from the World Bank
and other international organizations, in addition to national experts
in the various fields of economics, private sector representatives,
members of civil society organizations, and representative members
of diplomatic missions participated in the conference.

The opening session had high-level representation, including
statements from the Assistant to the President of Sudan, Jalal Yousif
Al-Digair, the Minister of Finance and National Economy, AliMahmoud
Abdel-Rasoul, Vice-Chancellor of University of Khartoum, El Siddig
Ahmed EI Mustafa, Marcelo Guigale, Sector Director (PREM),
Africa Region, the World Bank, Eddy Gemayel, the IMF Mission
Chief for Sudan, Celestin Monga, the Development Economics Vice
Presidency, (DECVP), the World Bank, and the World Bank’s Acting
Country Manager, Stephen Ndegwa.

The conference focused on relevant regional and international
experiences in economic policy and fiscal federalism for the
Government of Sudan to address issues of economic adjustment
necessitated by the current fiscal crisis. Rich debates led to the
following set of key policy discussions and recommendations.




Foreword

The Faculty of Economic and Social Studies — University of Khartoum
annually convenes an economic conference as part of its programs to
serve the needs of the society and the state. The University is the biggest
Consultancy House in the country. Its history is marked by pioneer
activities aiming to build the national renaissance.

The Faculty' s third conference was convened at Shariga Hall, 30-31
January 2013 in collaboration with Sudanese Ministry of Finance and
National Economy (MOFNE) and the World Bank under the title: «Current
Fiscal Challenges and their Impact on Economic Development, Service
Delivery and Decentralization».

The conference was attended by more than 400 persons, led by H.
E. Dr. Jalal Yousif El Digair, the Assistant to President of Sudan, H. E.
Ali Mahmoud Abdel Rasoul Federal Minister of Finance and National
Economy, and the State ministers in the ministry, a delegation from
the World Bank headquarters in Washington and some of its country
offices in Africa, and experts on issues related to policies, programs of
economic and financial reform and decentralization from Sudan and
abroad. The fruitful dialogue among the participants in all conference
sessions ensured the need and importance of addressing the effects of
the fiscal challenges on the fields of economic and social development,
and deepening decentralization as means to deliver services and sustain
peace and development.

The Faculty is proud of presenting well-designed recommendations, which
were discussed, classified and arranged in a scientific methodology. The
Faculty hopes that these recommendations are to be implemented to
enhance economic growth and prosperity. We also hope for the continuity
of the partnership between the MOFNE, the World Bank and University
of Khartoum to help in achieving scientific and practical solutions to
surmount problems of construction and development.

Thank You,

Dr. Hassan Elhag Ali Ahmed
Dean, Faculty of Economic and Social Studies
University of Khartoum, Sudan
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