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4 Service management
system general
% B reguirements

G 4.1 Management responsibility +

4.2 Governance of processes
(™ operated by other parties

~ (M 4.3 Documentation management +

) 5 Design and transition of
v &% new or changed services

(W 4.4 Resource management +
(™ 4.5 Establish and improve the SMS +

(¥ 5.1 General
(¥ 5.2 Plan new or changed services

5.3 Design and development of new
G ar changed services

G 5.4 Transition of new or changed services

C} 6.1 Service level management +

G 6.2 Service reporting +

IS0 20K Structure
and Feedback

& Service delivery (™ 6.3 Service continuity and availability management +

)] o ¥ processes (P 5.4 Budgeting and accounting for services +

G 6.5 Capacity management +

G 6.6 Infarmation security management +

A Relationship processes

e ',} 8 Resolution processes |-

7.1 Business relationship "
= (™ management

G 7.2 Supplier management +

8.1 Incident and service reguest %
(% management

{} 8.2 Problem management +

(™ 9.1 Configuration management +

e~ ';3' 9 Control processes

_ (™ 9.2 Change management +

9.3 Release and deployment .

(™ management
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1. http://www.isaca.org/cobit/pages/default.aspx
2. http://www.iso.org/iso/home/faqs/faqs_general _
information_on_iso.htm
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53,323.97 | 13,0705 | 9,668.2 351.9 35774 | 6,662.7 944.7 1,6224 | 86136 | 88126 onle

-

abpsll 2016 sl (79) sus

e 2 B5Syh) asSodl oo
&35kl Qlogud) ey 1 yuall



« K o0 87 pasbor s 0 1102
(o (s o (e (TS

o (2167 (T [P §imrom3 o 7R orrore 50 63 <49 frs o0 M 2107

% 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 00T
I7o>63 L'€S6‘9 676£01 €/8STI €I89F1 8'659°G1 ¥°L01°CT T6TEET 8'T0IFT GTT8ee 9'8L9°€ €€6IFS 1°€6€ST
% 961 861 €Ve 0¢ce €' L0t 991 0ce §'Sl 671 VLI el
_A.me 6'T9€°T €¥50C S 190°¢ T8V 0'96%°¢ 1'995% €088c L'T6T'S T8ETS VLvLS €9T¥'6 76€0°C
% eu 'u 00 00 00 00 00 S0 €0 S0 0 00
([ (0 el 100 00 00 00 00 00 §'SCl 9'66 L'80C 6'0CI T'LT
% eu U 00 00 00 00 00 10 1o 10 10 00
IKom3 eu U 00 00 00 00 00 1'oc 43 ey Ly 9'Ce
% el U 00 00 0 (4 0 70 0T 70 70 S0
I EU Bl 00 00 8¥¢ €S 8¢ 9'68 clee PAdA! 00T 05
% Bu eu 00 00 7’9 44t '8 06 911 el §'Gl 9¥¢C
T8 eu U 00 00 9'500°T 9'S6CT TTS6T 1°091°C S'676°€ €'8L1°S TT0¥'8 S'E€6LE
% I'c €1 90 0C (a4 1 L0 61 0C 8¢ 0'¢ 1
:.3.1 (414! 0¢cel L'18 L06¢C 9’6V ¢ 9°LST 8VLI 8'6S¥ €999 €VI¥°1 6TT91 08I
% (474 I's (U4 09 19 L9 19 'S s ¥'s 99 S9
1T €T6C 0°Ces 9'L6¥ ¥'9L8 0956 00871 LYTY1 €96T°1 6'TLLT S'980°C 1'z8s‘e T'L66
% 80¢ 70T 0¢t et 0T 06 99 60T I'Tt 7’6 'L €6
(T71€sp 0°€EVI‘T S9TIT 7191 €69L1 7 IVo1 61861 S'8%ST 6'9€9C LOVLE €679°¢ 8'CT8€E 9'6T¥'1
% cev ER3 1'8S 0Ly €'Cs 6'1S 7’19 667 €'es (e 8'6¥ vyy
(T1Pp €010°¢ 1°655°S 1'STEL L6689 €981 T'PLY 1L 6'TIETL 6'120C L'T10°8T ¥'081°0C 5'8969¢ 9'8789

oe® (ST (T o (R (SR (AT (TETR)
2r6p (69 (2)

N
—~
<))
D~
~
3

3
\O
—
S
N

a




o K g0 28 pasboy (57 0 T10e
(7o C: o (P01

wx E3 [T (G057 v © (v ey IKE™efy (K49 e 0 M z10T

% 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T

563 L'€56°9 676£01 €L8S°TT €189%1 8'6599°G1 ¥'L0TCT T6TEET 8T01¥C GTTsee 9'8L9°8¢€ €€617S

% 6’67 09 (a4 9'8¥ LS 8'¢ce 0¥¢ 6'SC 181 ¥'ve €ec

_A&%* 9ILVE 9'€ST9 0959 9IETL €'L5T'8 LYSTL 6L09°G €0¥T9 1'9€1°9 6'9€76 0°0€9°CIT

% 00 00 00 00 00 §01 01T (4 9'¢ L'L 6'C

I 00 00 00 00 00 VLIET 6795C 6'65T°1 0988‘1 7'896C 6'895°T

% 00 00 00 00 00 €6 (474 6'8 0'6 6’6 0°IT

[ 00 00 00 00 00 €750C €166 6TSIT €TH0‘E 1'8¥8°¢ 0°LE6S

% 00 00 00 00 00 €0 (a4 S0 71 91 L0

Iengp Sl 00 00 00 00 00 L9 §'0cs 6cl §'88% 7019 0¥

% S'1e S'LT 991 191 871 0°¢l 191 €LT 6'CI 0°L1 €81

(PR (T<TP 9°€6¥°T I'128T ¥'€60°C 9°0LET 6°0TET 8TL8T TE9LE ¥'891F 8'89¢V €8859 S'876°6

% 9'¢ e 0'¢ 0'¢ 0¢ 8T ST 00 00 00 00

IFT7P (RET7P s V'Lve £vee 0¢8¢ 1°9%¥ S'697 919 Te8s 00 00 00 00

% 00 00 68 6'S 79 9Y 19 89 (40! 8¢ 9

lisagiTlis2tas 00 00 96ITT 98 7’666 STI0T €11 1'9€9°T 6€EVE €LETT S'80ST

% 67 ve 1c €e e (a4 Le ¥y L9 9 'y _

[ee€ §'6¢ce €1se 6'79¢ T'18% 0°0L¢ oLy 0998 9'590°1 T6STT STLLT S'0€TC W

% 6'11 8 701 0¢t 6'6 L1 LT 0’6l 91 eel 971 m
Iy §'0¢8 §'878 EVIET 0706°T 69551 6978°€ 0°'T€ESS GLLSTY L98¥°S 8'6SI°G €668°L |N
% 8 9L L9 10T 801 L 9 611 6'61 L'ST S0¢ WW
S I'TLS 1982 | A% LS8¥1 19891 86651 6€8¥°1 0°€.8C 0°12L9 17909 768011 mw

i - crmos

S00T

900¢

£00¢

R T

800¢C

600C

R s

010¢T

110C

10T

€10T

¥10¢

S10¢T

=%

ered ([EEH (T < (TSI (R (TR (TeT)
2r6p 69 (8)



distortions in the services sector environment, Sudan
premised its regulating strategy on an approach that
endeavour, where possible, to bind our concessions that
we could offer for opening up our services sectors by
conditions of receiving technical and capacity. Building
assistance from the negotiating trading partners. That
assistance could be in the areas of institutional building
human-resources development. Legislative and regulatory
reforms, conducting impact studies etc.
Such envisaged areas of cooperation undoubtedly would
serve addressing most of those mentioned impediments
and, in fact, Sudan definitively began to receive and benefit
from some assistance in different services sectors.
With respect to the banking business in particular, it is
worth mentioning here that, the monetary authority
convinced of the pivotal and instrumental role of that
sector to the national economy, and in the purview of
the mentioned comprehensive economic liberalization
programme launched and pursued since early ninetieth to
date has tailored and implemented a host of generations
of reform and restructuring programmes to the banking
sector. The major objectives of those programmes are
initially to accomplish liberalizing that sector and to
qualify it for the anticipated serve completion after
acceding to the “WTO” and the other international and
regional trade liberalization arrangements, and last but not
last to capacitate and empower that sector to efficiently
serve materializing the macroeconomic and social goals.

The major policies and measures adopted in those

programmes - with stress on those socially oriented-are

the following:

- Formulating and implementing a comprehensive
restructuring programme for the government banks and
for the private joint-venture banks as well, and main
components of that programme is raising the paid up
capital of banks, merger and acquisition options etc.

- Dismantling all the controls and restrictions that
discriminate between the national and foreign investors

in the field of banking ie in the requirements for

establishing new banks and in the policies governing
operations:-

- Relaxing the terms and conditions and regulations for
establishing branches to enable broad-based expansion
of banks’ branches in the rural community to facilitate
accessing the banking services by small services and
producers.

Directing the monetary and credit policies to serve and

encourage the following:

- Allocation of certain portion of the loan able funds to the

small producers.

Establishing consortium-finance funds for the objectives
of financing strategic commodities, graduates, women
empowerment, education, micro finance oriented to

poverty alleviation etc.

Encouraging establishing micro-finance institutions

throughout the country.

Simplifying the procedure for opening and maintaining

bank accounts for the small savers and investors.

- Relaxing the terms of finance for the government entities
accessing credit for social services activities as electricity,
health, education, water, environment etc.

- Encouraging allocating the savings mobilized in the rural
areas to be directed to finance the activities of those rural
regions.

- Extending financial and technical support to the sectoral

and socially oriented banks that assume socioeconomic

objectives as the family bank, the Sudanese savings bank,

the farmers’ bank and the agricultural bank of Sudan.

Eventually, recently the monetary authority also
formulated and implemented emergency foreign
exchange policies geared towards achieving prices and
exchange rate stability, through measures including
rationing the overall demand for the foreign exchange
resources and boosting its supply through encouraging
exports and foreign investment inflows. In fact those
measures were set primarily to compensate the oil
revenue shortfalls occurred as a result the cessation of

southern Sudan.
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and management could be transferred and infused

locally.

Liberalization also enables producing arrange of
services products and accordingly also realizing prices
preferences for the ultimate consumers “communication
and financial services in Sudan is a vivid example in that
respect”.

- Unleashing the governments financial and human
resources and capabilities to be directed solely to its
conventional role of regulating and controlling the

economic activities.

Finally, services liberalization facilities modernizing,
enhancing and enriching all the aspects and facets of
human life of the community.

Having being profoundly convinced of those potential
realizable benefits, Sudan formulated its negotiating
strategy and scheduled its liberalization offers on the
perspective that, we-driven by our own discretion and
will - rather than being pressurized or induced to concede
to others’ interests — based liberalization conditionalities-
want to liberalize our services sectors ie we envisaged to
pursue an offensive rather than a defensive approach in
negotiating the liberalization. Also in the purview of that
approach we set a pivotal objective to apply and harness
- to the extent possible-the negotiation process and its
outturns for developing and enhancing our services
competitiveness and for increasing our share in the
international and regional trade volume without, at the
same time, not to derogate or compromise our right to
have policy space to achieve our national economic, social,
and sovereignty objectives.

It is also worth highlighting that, despite the services
sectors in Sudan witness marked growth and expansion,
and it began to objectively serve and diversity the
economy, yet its still suffered a host of difficulties and
distortions that entail exerting internal robust effort and
also entail external support and cooperation from the
trading partners and from the concerned international

and regional institutions and entities.

=l 2016 ok (79) susl

Those difficulties and distortions that inhibit the services
sector from thriving and developing could be enumerated
in the following:

- Most Of the services are still produced and provided by
government entities that enjoy preferential treatment
in the policies and the operational regulations a matter
that compromises the environment for objective and fair

competition.

Most of the services sectors still lack the necessary
competent regulatory authorities and frameworks, and

also the adequate and congenial legislative setups

There are overlappings and contradictions in the
legislations of some regulatory authorities over some
services sectors, and on some cases there are services
sectors that are subjected to multiple regulatory
authorities while they have no any pattern of coordination
and synergy among them.

Till now there is no clear, concrete and informed

national policy for the investment in the services sector

in particular.

The standards of many services products are still
traditional and lack modernization and sophistication

and the quality control specifications.

Many of the entities providing the services in many
sectors are of small size and of weak resources- bases

and are mostly dominated by closed family companies.

There is marked overlappings and intersections in the
federal and states’ laws and regulations governing the

affairs related to investment at large.

There are still a wide- range of untapped investment
opportunities in the services arena due to the weak
promotion momentum and due to the lack of the entities
that could explore and regulate them.

There some services their orientation was set to be

guided by Islamic-based principle directions, yet they
are still awaiting adaptation and exploring Islamic-based
alternatives for some of their products and the example
here is the banking and insurance services.

Bearing in consideration those mentioned difficulties and



necessary and indispensable elements for any material
production activity. More and above that, the high quality
forms of services undoubtedly positively contribute to the
patterns and standards of human life since the services
are known to span all the facets of human life. Eventually,
owing to its broad-based profile, the services sector serves
the economies through the ample job-opportunities that
it creates.

The services products are of particular nature compared
to the commodity products in that, due to their specific
nature of being non-tangible products, hence there is no
possibility to impose on them quantity - based tariffs
and duties on borders to regulate the degree of their
liberalization, and also they are not susceptible to be
subjected to quantitative rationing measures as quotas and
licensing procedure and as such the only way to monitor
and control the degree of their liberalization is through
the regulations and organizational policies and measures.

With respect to the status of the services sector in Sudan,
And since Sudan throughout most of the ruling eras since
independence till early eighties, kept to be adopting strict
economic central planning and accordingly most of the
services in it remained to be produced and provided
by government undertakings. However, when Sudan
embarked on the so-called the comprehensive economic
liberalization programme as from early ninetieth, many of
the services products began to be produced and provided
by private, foreign and / or joint venture investment entities
that liberalization move currently is crystally apparent
in the services sectors of communication, financial,
education, construction, health etc.

To buttress and augment that move of autonomous
liberalization for the services, also Sudan has engaged in
different forms of rules — based multilateral arrangements
for the services liberalization namely that of the world
Trade Organization “ WTO”, the “ COMESA”, the great
free trade area and the Economic Partnership Agreement
“EPA”, between the European Union and the African

countries. Beside that also Sudan engaged in several

bilateral investment and trade partnerships including
services liberalization agenda.
With regard to the overall services activities profile in
Sudan, and after the agriculture sector contribution to the
GDP significantly receded due to internal structural factors
and external factors related to the weak competitiveness
of our products and relatively unfair terms of trade, the
services sectors accordingly became the top contributing
component to GDP and it began to annually contributing
by about 50% to the GDP on average.
Despite that significant rise in the contribution of the
services to the GDP, yet its share in the inflow of the
foreign exchange proceeds remained below expectation
due to that, owing to the low competitiveness of our
services of we remained being net-proceeds from external
investments in the communication sector and through the
inflow transfers of our expatriate workforce.
It is worth highlighting here also that the central strategy
adopted by Sudan for the services liberalization through
the two mentioned paths-ie autonomous and multilateral,
was in fact based on our profound self-conviction of the
undoubtedly realizable potential benefits from liberalizing
that sector which definitively demonstrated by success
cases at international, regional and local levels. Hence, on
the basis of that held conviction our strategy envisaged
that the services liberalization in the context of our
prevailing economic environment could materialize for us
the following:

- Boosting local and foreign investments in the services
activities themselves and on the material production
activities as well, since the services are deem necessary
to those activities.

- Creating broad - based job opportunities ie for skilled,
semi-skilled and unskilled workforce.

- Realizing efficient application and allocation of resources.

- Enhancing our services competitiveness through the
joint — ventures and the partnerships with the foreign
services providers through whom technology and

modernized means and methodologies for production
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banking services

At the outset of this orientative note, it is worth citing
that the services activities generally - including those
produced and provided on commercial basis and those
produced and provided by the government on non -
commercial basis - began to constitute sizable component
of the profile of the economic activities of the developed
countries and to the most of the developing countries
alike, and they began to grow annually by a rate exceeding
that of the material commodity production. For most of
the developed countries the services activities contribute
by rates not less than 75% of the gross domestic product
“GDP” on overage, and on some instances the rate may
even reach 90% or more. As for most of the developing
countries, their contribution is in the range of 30% to 50%
on average.

Through time, the services activities gained their
prominence in whatever form of economy, due to that they
- including the broad twelve conventionally known sectors
- are primarily required for their own sake as investment
activities realizing various forms of benefits to all the
stakeholders engaged in it ie producers, consumers, agents
middlemen, etc. secondly, the services-particularly those
infrastructure or enabling services as communication,

insurance, banking services, transport etc-are deem



- Allocate specific portion of the government budget
to rehabilitation of projects.

- Establish the higher commissioner for industry

- Propose a time schedule for integration of agriculture
and industry

- Specify certain plans to access heavy industry and
access overseas markets.

- Raising productivity and improving manufacturing

environment.

Results and Recommendations:

1.

10.

11.
12.
13.

More emphasis on macroeconomic policies to
maintain economic stability.

Encouraging industrial production by facilitating
banking finance, foreign credit lines and budgetary
allocations.

Adopting specific stages for industrial development
that consider real economic challenges.

Developing energy sector and facilitate provision of
oil products.

Designing a time schedule for industrialization for
export through specific stages.

Integration of industrial stages with developments of
basic infrastructure.

Establishing North Africa Economic community
NAEC.

Facilitate free movement of production inputs basically
labor and capital and free trade of goods and services.
Expand efforts for greater monetary union and
integrate the financial system in whole North Africa.
Encourage manufacturing based on forward and
backward linkages and comparative advantages.
Reducing taxes and customs and encouraging FDI.
Promoting strategic partnerships.

Creating free economic zones FEZ as tool for

industrialization strategy.

References

1.

A.B Atkins (2003) “innovative sources for financing
development: overarching issues” United Nations
University, world institute for development economics
research No. 88 Helsinki.

Ash demirguc - Kunt (2006) “finance and economic
development: policy choices for developing countries”
development research department, World Bank,
Washington D.C. USA.

Bashir A. E et-al (2009) “balance of payments
constrained growth model: a study of Pakistan”
European journal of scientific research, ISSN 1450-
216x, vol.: 25 no. 4.

Jonathan B. (1999) “trade finance and economic
development in sub-Saharan Africa” the journal of
business in developing nations, vol.: 3.

Michael Graff and Alexander Karmann (2003) “what
determines the finance-growth nexus? An endogenous
growth model and empirical evidence” Dresden
discussion paper in economics No. 15/03. ISSN 0945-
4829.

“Accelerating industrialization in Africa” AU and
UNECA conference, Ivory Coast-Abidjan 22-26
March 2013.

Bank of Sudan- Annual Reports 2002-2012.

(2006) «The
International Oil Prices on Industrial Production: The

Case of Thailand» NIDA Economic Review, Vol. 1,

Komain Jiranyakul Impact of

No. 2, School of Development Economics, National
Institute of Development Administration, Bangkok

10240, Thailand.

£2016 Luyle (79) dusll Qfg_p;:ﬁg‘{,



Dependent Variable: CA_SUD

Method: ML ARCH - (BFGS / Marquardt steps)
Date: 10/18/15 Time: 11:50

Sample (adjusted): 1984 2014

Included observations: 31 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): FDI_SUD
GROWTH_SUD

Fixed regressors: C

Number of models evalulated: 100

Selected Model: ARDL(4, 0, 0)

Variable Coeflicient | Std. Error [t-Statistic |Prob.*
CA_SUD
1) 0.788141 0.205143 |3.841916 |0.0008
CA_SUD
2) -0.258640 |0.220846 |[-1.171134 [0.2530
CA_SUD
(3) 0.788166 0.256798 |3.069206 0.0053
CA_SUD
(-4) -0.359192 |[0.258580 |-1.389097 |0.1776
FDI_SUD 2.545605 37.25600 ]0.683274 ]0.5010
GROWTH_

-2.927044 |59.27799 [-0.493783 [0.6259
SUD
C -260.5307 |[442.7098 |-0.588491 |0.5617
R-squared |0.661709 |Mean dependent var |-1646.853
Adjusted

0.577137 | S.D. dependent var 1976.012
R-squared
S.E. of

1284.960 | Akaike info criterion |[17.35052
regression
Sum
squared 39626959 | Schwarz criterion 17.67433
resid
Log

-261.9331 |Hannan-Quinn criter. |17.45607
likelihood
F-statistic 7.824147 | Durbin-Watson stat 1.826868
Prob(F-

0.000097
statistic)

* Note: p-values and any subsequent tests do not account for

model selection.
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Main Features of the Proposed Strategy:

1.

Objectives: the strategy aims at doubling industrial

output in five years, where the contribution of the

industrial sector is expected to increase from 24% of

the GDP in 2014 to 48% in 2019, while processing

industry expected to increase from the share of 17%

to 34%, Much more efforts are needed to materialize

specific targets for each single sub sector within the

industrial sector.

Determining the comparative advantages and forward

and backward linkages and export competitiveness;

this requires further analysis to select most

appropriate key industries and how to be linked with

other industries to provide production inputs or

demand for other industrial sub sectors for energy or

raw materials. Developing markets and free economic

zones to attract FDI for exportation and ease trade

with trade partners.

Tools and mechanisms: the strategy basically focus

on ISIs and EP with a package of integrated policy

measures that include:

- Maintaining macroeconomic stability.

- Prohibit export of raw materials.

- Increase banking finance to industrial sector from
10% to 20%.

- Reducing energy costs.

- Opening foreign credit lines and encouraging

partnership with foreign companies and investors.



ARDL model:

Dependent Variable: EXP_SUD

GROWTH_SUD IMPORT_SUD

Fixed regressors: C

Number of models evalulated: 500
Selected Model: ARDL (3, 0, 3, 0)

Method: ML ARCH - (BFGS / Marquardt steps)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): FDI_SUD

Note: final equation sample is larger than selection sample

Variable Coefficient |Std. Error | t-Statistic | Prob.*
EXP_SUD (-1) | 0.604660 0.203839 [2.966366 |[0.0071
EXP_SUD (-2) |0.796851 0.261509 [3.047130 [0.0059
EXP_SUD (-3) [-0.358998 |0.230198 |-1.559519|0.1331
FDI_SUD 9.449165 6.137270 [1.539637 [0.1379
GROWTH_

7.619805 8.535431 |0.892726 |0.3817
SUD
GROWTH_

6.957743 7.765391 |0.895994 |0.3800
SUD (-1)
GROWTH_

1.163236 8.088245 1.438182 |0.1645
SUD (-2)
GROWTH_

1.904262 8.340399 |2.283178 |[0.0324
SUD (-3)
IMPORT_

-0.015394 |0.006295 |-2.445561|0.0229
SUD
C -156.4941 |91.67326 |-1.707085]0.1019
R-squared [0.960700 | Mean dependent var |715.5531
Adjusted

0.944623 | S.D. dependent var 804.8400
R-squared
S.E. of

189.3969 | Akaike info criterion |13.57587
regression
Sum squared

789166.3 Schwarz criterion 14.03392
resid
Log

-207.2140 | Hannan-Quinn criter. | 13.72770
likelihood

Durbin-Watson
F-statistic 59.75586 1.810037
stat

Prob

0.000000
(F-statistic)

model selection.

*Note: p-values and any subsequent tests do not account for

Akaike Information Criteria (top 20 models)
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. Forecast: EXP_SUDF
]| Actual: EXP_SUD
i hA Forecast sample: 1980 2014
/,’/\/"\/ \ | | Adjusted sample: 1983 2014
F N S Included observations: 32

/ / \ Root Mean Squared Error ~ 157.0396
) / Mean Absolute Error 130.1025
R Mean Abs. PercentError ~ 7861.661
Y / Theil Inequality Coeficient  0.073958
i~ \ﬁ Bias Proportion 0.000000
P Variance Proportion 0.010023
Covariance Proportion ~ 0.989977
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S.E.
220.7318 5.148490 | 5251.350 | 6.489152
equation
F-statistic 1.784056 14.24545 | 1.589817 | 48.33780
Log
-212.1133 |-91.84945 |-313.5306 |-99.25516
likelihood
Akaike
13.88208 6.365590 | 20.22066 | 6.828447
AIC
Schwarz
14.34012 6.823633 | 20.67871 | 7.286490
SC
Mean
39.39301 |-0.694644 | 1669.033 | 14.44377
dependent
S.D.
244.5674 11.33306 | 5683.206 | 24.91634
dependent
Determinant resid
4.22E+14
covariance (dof adj.)
Determinant resid
9.44E+13
covariance
Log likelihood -696.4755
Akaike information
46.27972
criterion
Schwarz criterion 48.29511

[ 1.60680] |[-0.90387] | [ 0.54062] |[ 1.24133]
D (FDL_

-6.913383 | 1.156506 | 327.0755 |-0.170817
SUD (-1))

(9.62369) | (0.22447) | (228.954) | (0.28292)

[-0.71837] | [ 5.15218] |[ 1.42857] | [-0.60376]
D (FDI_

-5.366396 | 0.604209 | 133.1472 | 0.059891
SUD (-2))

(7.09166) | (0.16541) | (168.715) | (0.20848)

[-0.75672] | [ 3.65278] | [ 0.78918] | [ 0.28727]
D (GDP_

-0.009017 |-0.000713 | 0.012084 | 0.000544
SUD (-1))

(0.01132) | (0.00026) | (0.26942) | (0.00033)

[-0.79628] | [-2.69809] | [ 0.04485] | [ 1.63443]
D (GDP_

0.027323 |-0.000630 |-0.265310 | 0.000151
SUD (-2))

(0.01293) | (0.00030) | (0.30753) | (0.00038)

[2.11371] |[-2.08818] | [-0.86271] | [ 0.39734]
D (INF_

-13.77060 | 0.355845 |-145.9116 | 1.704431
SUD (-1))

(9.62379) | (0.22447) | (228.956) | (0.28292)

[-1.43089] | [ 1.58526] | [-0.63729] | [ 6.02435]
D (INF_

10.98939 |[-0.066179 | 277.8131 |-0.702191
SUD (-2))

(12.7159) | (0.29659) | (302.520) | (0.37383)

[ 0.86422] |[-0.22313] | [ 0.91833] | [-1.87838]
C 51.18626 |-0.328941 | 546.4281 |-0.328252

(57.3044) | (1.33660) | (1363.31) | (1.68466)

[ 0.89323] |[-0.24610] | [ 0.40081] | [-0.19485]
R-squared | 0.421912 | 0.853537 | 0.394079 | 0.951864
Adj.

0.185422 | 0.793621 | 0.146202 | 0.932172
R-squared
Sum sq.

1071896. | 583.1528 | 6.07E+08 | 926.4001
resids
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Response of TB_SUD to Cholesky
One S.D. Innovations

Vector Error Correction Estimates

Date: 10/18/15 Time: 11:36

Sample (adjusted): 1983 2014

Included observations: 32 after adjustments

Standard errors in () & t-statistics in [ ]
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Cointegrat-
CointEql
ing Eq:
EXP_SUD
1.000000
(@)
FDI_SUD
-2.560845
-1
(2.50995)
[-10.2028]
GDP_SUD
0.026250
-1
(0.01079)
[ 2.43194]
INF_SUD
-2.387603
(1)
(5.94113)
[-4.01877]
C 1483.941
Error D (EXP_ |D (FDI_ |D (GDP_ |D (INF_
Correction: | SUD) SUD) SUD) SUD)
CointEql |-0.034903 | 0.010600 | 1.720309 |-0.000919
(0.05675) | (0.00132) | (1.35019) | (0.00167)
[-0.61499] [ 8.00786] |[ 1.27412] [[-0.55101]
D (EXP_
-0.246868 |-0.017271 | 11.74475 |-0.005966
SUD (-1))
(0.20942) | (0.00488) | (4.98215) | (0.00616)
[-1.17884] |[-3.53575] | [ 2.35737] | [-0.96911]
D (EXP_
0.455684 |[-0.005979 | 3.647559 | 0.010349
SUD (-2))
(0.28360) | (0.00661) | (6.74694) | (0.00834)




GMM Bayesian VAR Estimates
Dependent Variable: LOG(INDUSTRIAL) Standard errors in () & t-statistics in [ |
Method: Generalized Method of Moments TB_SUD FDI_SUD |GDP_SUD
Estimation weighting matrix: HAC (Bartlett kernel, Newey- TB_SUD(-1) 0.122621 0.000174 |-0.315458
West fixed bandwidth = 3.0000) (0.08731) (0.00046) | (0.35187)
Standard errors & covariance computed using estimation [ 1.40446] [0.38154] |[-0.89651]
L . TB_SUD(-2) -0.001245 7.40E-05 |-0.065248
weighting matrix
(0.04872) (0.00025) | (0.19598)
Instrument specification: LOG(E) LOG(M) LOG(PRICE)
[-0.02555] [ 0.29141] |[-0.33294]
Constant added to instrument list FDI_SUD(-1) 7.197462  |-0.004746 |-19.67589
Variable Coefficient |Std. Error |t-Statistic | Prob. (16.1387) (0.08550) | (65.5430)
[0.44597]  |[-0.05551] |[-0.30020]
C -1.517078 10.186396 | -8.1390250.0001 FDI_SUD(-2) -0.981971  [-0.031289 |-19.82464
(9.01777) (0.04786) | (36.6229)
LOG (E) -0.469472 10.041313 |-11.36368 | 0.0000 [-0.10889)] [0.65370] | [-0.54132]
LOG (M) 0.249729  [0.034283 |7.284365 |0.0002 GDP_SUD(-1) -0.007225 -2.54E-05 | 0.704956
(0.01340) (7.0E-05) | (0.05477)
LOG
0.286746  [0.050200 |5.712059 |0.0007 [-0.53915] 1[-0.36035] |[12.8724]
(PRICE) GDP_SUD(-2) -0.009725 -2.45E-06 | 0.142023
R-squared  |0.985030 |Mean dependent var |1.680347 (0.01091) | (5.7E-05) | (0.04472)
[-0.89132]  |[-0.04262] |[ 3.17580]
Adjusted
! 0.978614  |S.D. dependent var | 0.292807 C -423.1227 5.300546 | 5380.515
R-squared (376.661) (1.98160) | (1530.43)
S.E. of
. 0.042819 |Sum squared resid | 0.012835 [-1.12335] |[267489] [[3.51569]
regression R-squared 0.191240 0.043802 | 0.914320
Durbin- i R- -
1732635 J-statistic 4.50E-41 Adj. R-squared 0.004603 0.176859 | 0.894548
Watson stat Sum sq. resids 64734640 1837.626 1.37E+09
Instrument 4 S.E. equation 1577.908 8.407016 7246.451
rank F-statistic 1.024661 0.198506 | 46.24238
Mean dependent | -881.4758 4.274991 | 25745.58
S.D. dependent 1581.552 7.749608 | 22315.01
9
Forecast: INDUSTRIALF
8 Actual: INDUSTRIAL
Forecast sample: 2002 2012
7 Included observations: 11
Root Mean Squared Error 0.164180
6 Mean Absolute Error 0.141913
Mean Abs. Percent Error 2.851090
5| Theil Inequality Coefficient 0.014296
Bias Proportion 0.000513
4 Variance Proportion 0.046403
Covariance Proportion 0.953084
3|
2 T T T T T T T T

1" 12
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Forecast: INDUSTRIALF
- Actual: INDUSTRIAL
Forecast sample: 2002 2012
Included observations: 11
6 - Root Mean Squared Error  0.137728
Mean Absolute Error 0.123551
5 | Mean Abs. Percent Error  2.337776
Theil Inequality Coefficient 0.011989
4 Bias Proportion 0.000000
Variance Proportion 0.002377
Covariance Proportion  0.997623
3 |
2 T T T T T T T T T T

To investigate the stability of the model a recursive residuals techniques were used which indicated that the model is stable
except in 2009-2010, following the financial crisis period, the model was Re estimated by generalized methods of moments

GMM method to eliminate instability as follows:
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to meet domestic production and export the surplus as

experienced earlier in Sudan economy.

Oil seed products:

Sudan is rich of oil seed consumption actual production
is around 127,000 tons, domestic consumption is 278,000
tons i.e production covers 45%, there is a need for more
investments in the sector to produce more oil seeds and

raise the capacity of processing .

Wheat:

Sudan produce about 850,000 tons of wheat and imports
about 2 million tons, i.e domestic production only cover
20% of consumption, there are many potentials for growing

and processing wheat.

In spite of the huge potentials in Sudan economy; a casual
interpretation of the industrial sector reveals that the
sector performance was less than satisfactory, however,
there are many investment opportunities which require a
clear strategy for industrialization and a clear roadmap to

increase foreign trade relations,

The effect of oil prices on industrial output in Sudan

In this conjuncture its important to assess the effect of oil
in the industrial sector by pursuing Komain Jiranyakul
(2006) model , where the dependent variable is industrial
ouput while the explanatory variables include m=
monetary expansion, e =exchange rate adjustments in

addition to oil prices :

Industrial = BO+ Blm+ B2e+ B3prices Fleceeneieenenn (1)

Dependent Variable: INDUSTRIAL
Method: Least Squares
Variable Coefficient | Std. Error |t-Statistic |Prob.
C 5.908842 10.349246 |[16.91885 [0.0000
PRICE 0.029721 0.004171 |[7.125399 [0.0002
M 6.43E-05 |8.49E-06 |7.565021 [0.0001
E -1.478693 |0.130833 |-11.30213 |0.0000
R-squared |0.990537 |Mean dependent var |5.567545
Adjusted

0.986482 | S.D. dependent var 1.484952
R-squared
S.E. of

0.172651 | Akaike info criterion |-0.399806
regression
Sum
squared 0.208658 | Schwarz criterion -0.255117
resid
Log

6.198936 [Hannan-Quinn criter. |-0.491013
likelihood

Durbin-Watson
F-statistic 244.2522 2.528853
stat

Prob(F-

0.000000
statistic)

The results indicate that 99% of the total variations were
explained by the model, signs of the confidents were
as expected, there is a negative relationship between
industrial growth and exchange rate adjustments and a
positive relationship between industrial growth oil prices

and monetary expansion.




Cement:

Sudan was a net importer of cements for decades, however,
recently the cement industries maintained remarkable
growth, which made domestic production sufficient
for consumption and export the surplus to neighboring
countries.

Electricity:

Electricity or energy is crucial to industrial development,
graph above illustrate hydraulic and thermal electricity.
Although production of energy is increasing rapidly but
the need for agricultural irrigation and manufacturing is
growing massively. With much more efforts in construction
of dams, it is expected that electricity generation will
increase to meet the growth of demand for electricity for
various purposes.

Water generation in rural and urban areas

Water is an important factor to sustaining industrial
projects specifically food processing and medical supplies
and processing industries. From the graph, it is apparent
that water supply in rural and urban centers had grown
massively.

Oil products:

Oil products had grown rapidly up to 2010 then declined
slightly with secession of South Sudan, however, with new
discoveries of oil and expansion of the refineries the oil

products is expected to grow rapidly.

Minerals

Gold production had increased from 24 tons in 2010 to
47 tons in 2012 to around 31 tons in 2014 , it covered
63% of oil losses post secession of South Sudan, thanks
to traditional mining while contributed positively to the
balance of payments , lately foreign companies were
encourage to invest heavily in the mining sector, there are
many indicator that Sudan is going to increase its output

not only in gold but also mining of chrome, salt, kaolin

and other minerals .

Sugar:
Its clear that there is volatility in sugar production the
main reason behind is weak capacity of designed factories,

however, new factories were established and sugar expected
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of the secession, the main indicators had shown a clear

gradual economic recovery.

Sudan Industrial Sector: Situational Analysis

The industrial sector contribute with an average of 9.8%
to GDP in 2013, and about 17% in 2014, although very
low compared to other economic sectors, but growing
enormously, if we extend the definition of the concept of
the industrial sector to include oil, minerals, processing
industries, electricity and water supply, in this context
the industrial sector contribute with 24.6% of the GDP.
Processing industries constitute 35% of the industrial
sector. These statistics reflect the importance of the
industrial sector if we consider the whole sector in broader
way. Therefore, it is argued that the industrial sector
contributes largely in output and employment, however,
the potential of the sector not yet utilized and the need
for integration of the agricultural sector and the industrial
sector is critically important for sustainable economic

development.

GDP and industrial output:

The above graph depicts the expansion of the industrial
sector during the last decade, inspite of the great challenges
that faced Sudan economy but the data indicate that the
ector had been almost doubled.

The main challenges include; contradictions between
fiscal and monetary policies, unclear privatization, lower
productivity due to lack of technology, shortage of finance,
unavailability of production inputs and difficulties in
attracting FDI where land tenure system needed more
reforms to guarantee state and federal government
jurisdictions and facilitate ownership, creating a business
and investment friendly environment is vital to structurally
transform the economy.

Components of the industrial sector:

The contribution of the oil to GDP had declined from 20%
of the GDP before the financial crisis 2007, to 3.5% in 2014
post secession period. On the contrary the processing
industry had increased from 7.2% to 16% in 2014.
Mining remained as low as 1-2% of the GDP and
electricity and water about 3% of GDP. However, with
more exploration of gold it is expected that the structure

of the industrial sector may change substantially.

mgdp Winustrial output
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INF? -2.860386 |11.03645 |-2.591763 [0.0102
IMPORT? 0.735681 0.056614 |12.99471 |0.0000
Fixed Effects

(Cross)

_ALG--C 8196.505

_EGY--C -5188.473

_LIB--C 8924.890

_MUAR--C |-1780.968

_MORO--C (-3454.510

_SUD--C -4588.240

_TUN--C -1875.018

Effects Specification

Cross-section fixed (dummy variables)

Mean dependent
R-squared 0.792064 12683.83
var

Adjusted

0.783140 S.D. dependent var |15942.23
R-squared
S.E. of Akaike info

7424.013 20.70686
regression criterion
Sum
squared 1.28E+10 Schwarz criterion | 20.86452
resid
Log Hannan-Quinn

-2515.237 20.77036
likelihood criter.
F-statistic 88.75390 Durbin-Watson stat | 0.973250
Prob(F-

0.000000
statistic)

Case study: Toward an effective industrialization strategy
in Sudan

Industrialization reflects transforming an economy or
community which is dependent on traditional agriculture
toward an economy that depend basically on industry®,

1) Transforming from subsistence economy that depend on traditional
agriculture to more advanced industrial system in production which
require advanced technology adopted for utilization of natural resources

and modern systems for trade and marketing.

=l 2016 ok (79) susl

while industrialization strategy includes the plans,
programs and policies that aim at advancing industry
in the long run through gradual stages that consider
the challenges and opportunities and how to deal with
such difficulties to attain the objectives with suitable
mechanisms.

Sudan adopted import substitution industrialization
strategy ISIs since 1960s and 1970s of the last century.
However, the performance was not satisfactory toward
deployment of technology and industrial development.
Therefore, structural adjustment programs SAPs and
stabilization policies were pursued in a broader outward
looking strategy that focus mainly on liberalization policies
during 1980s, however, the SAPS also failed to structurally
transform the economy toward achieving sustainable
economic development.

Since early 1990s Sudan adopted liberalization policy
packages, the results had shown slow industrial growth,
up to now industrial capacity is relatively weak, moreover,
the economy had shown some symptoms of the Dutch
Disease, compared to Asian experience industrialization
is relatively limited.

The country become increasingly dependent on imports.
This resulted in severe decline in productive sectors
(mainly agriculture and industry), the second wave of the
international financial crisis in 2008/2009 had affected the
economy severely, the situation had been exacerbated with
the secession of South Sudan 2011, where oil proceeds had
declined massively leading to serious deficits in external
sector and the government budget. The impulse Reponses
of such a huge shock had led to exchange rate deterioration
and high inflationary pressures, which in turn reduced
export competiveness and threatened macroeconomic
stability.

However, the government adopted the three-year
economic stabilization program 2012/2014 which focus
essentially on import substitution and export promotion
policy measures with specific coordination between fiscal

and monetary policies to contain the negative impact



F-statistic 13.61708 Durbin-Watson stat | 0.339946
Prob(F-

0.000000
statistic)

Unweighted Statistics
R-squared 0.232003 | Mean dependent var |-463.8496
Sum squared

2.38E+10 [Durbin-Watson stat | 0.208743
resid
Random effect test:
Correlated Random Effects - Hausman Test
Pool: TRADE2
Test cross-section random effects

Chi-Sq.
Test Summary Chi-Sq. d.f. |Prob.
Statistic

Cross-section random 18.684342 |3 0.0003
Cross-section random effects test comparisons:
Variable Fixed Random Var(Diff.) Prob.
POP? -0.312586 [-0.278608 |0.004597 0.6162
FDI? 0.407212 0.278279 0.022278 0.3877
GROWTH? |2.25697226 |222.070529 | 17.284909 0.3830
Dependent Variable: TB?
Method: Pooled Least Squares
Date: 10/18/15 Time: 23:18
Sample: 1980 2014
Included observations: 35
Cross-sections included: 7
Total pool (balanced) observations: 245
Variable Coeflicient [Std. Error |t-Statistic |Prob.
C 5792.269 2308.008 [2.509640 [0.0128
POP? -0.295487 10.122798 |[-2.406284 |0.0169
FDI? 0.402889 0.416881 [0.966435 |0.3348
GROWTH? |2.259570 54.22210 |4.167250 |0.0000
INF? -2.624130 [12.94170 |[-0.202765 |0.8395

Fixed

Effects

(Cross)

_ALG--C 10982.94
_EGY--C -1401.396
_LIB--C 7426.880
_MUAR--C |-5718.705
_MORO--C |-6160.085
_SUD--C 1953.468
_TUN--C -7083.099

Effects Specification

Cross-section fixed (dummy variables)

R-squared |0.568328 |Mean dependent var |-463.8496
Adjusted

0.549881 [S.D. dependent var 11278.52
R-squared
S.E. of

7566.865 | Akaike info criterion |20.74480
regression
Sum
squared 1.34E+10 | Schwarz criterion 20.90200
resid
Log

-2530.239 |Hannan-Quinn criter. | 20.80811
likelihood
F-statistic 30.80787 Durbin-Watson stat | 0.376219
Prob(F-

0.000000
statistic)
Export model
Dependent Variable: EXP?
Method: Pooled Least Squares
Total pool (unbalanced) observations: 244
Variable Coeflicient | Std. Error |t-Statistic |Prob.
C 2570.604 |[875.8679 |2.934922 |0.0037
FDI? 1.924826 |0.449256 (4.284472 |0.0000
GROWTH? |1.957603 53.06758 |[3.688887 |0.0003
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Random effect model:

Panel ADF-
-0.421114 | 0.3368 -3.623273 0.0001
Statistic
Alternative hypothesis: individual AR coefs. (between- Dependent Variable: TB?
dimension) Method: Pooled EGLS (Cross-section random effects)
Statistic | Prob. Date: 10/18/15 Time: 22:43
Group rho- Sample: 1980 2014
Statistic -0.502759 | 0.3076 Included observations: 35
Group PP- Cross-sections included: 7
Statistic -1.612918 { 0.0534 Total pool (balanced) observations: 245
Group ADF- Swamy and Arora estimator of component variances
- -1.600786 | 0.0547
Statistic Variable Coefhicient | Std. Error | t-Statistic | Prob.
Cross section specific results C 5280.926 |1920.984 |2.749073 |0.0064
Phillips-Peron results (non-parametric) POP? -0.278608 |0.057777 |-4.822136 | 0.0000
Cross
AR(1) |Variance |HAC Bandwidth |Obs FDI? 0.278279 [0.387750 |[0.717677 |0.4737
1D
ALG 0.636 |43368547 |45632414 |1.00 34 GROWTH? [2.220705 53.93625 (4.117278 |[0.0001
Random
_EGY 0.418 ([7112100. |7837016. |2.00 34
Effects
_LIB  [0.869 |[15034475 |19954278 |[1.00 34 (Cross)
_MUAR |0.288 |40555.87 |19374.49 |7.00 34 _ALG--C 9645.600
_MORO (0.345 |[1464673. |636118.6 |15.00 34 _EGY--C -1653.065
_SUD  |0.462 |1830946. |[1983305. |1.00 34 _LIB--C 6715.023
_TUN [0.795 [210147.4 |234820.4 |2.00 34 _MUAR--C |-4770.327
Augmented Dickey-Fuller results (parametric) _MORO--C |-5448.240
Cross SUD--C 1534.060
D AR(1) |Variance |Lag Max lag Obs -
_TUN--C -6023.050
_ALG 0.584 (44295286 |1 -- 33
Effects Specification
_EGY 0.460 (7270254. |1 -- 33
S.D. Rho
_LIB 0.756 (12445804 |1 -- 33
Cross-section random 3495.524 (0.1765
_MUAR (0.155 [40689.75 |1 -- 33
Idiosyncratic random 7551.411 |0.8235
_MORO [0.072 [1151471. |1 -- 33
Weighted Statistics
_SUD 0.283 (1802321. |1 -- 33
R-squared 0.144939 | Mean dependent var |-159.1031
_TUN 0.882 [206067.9 |1 -- 33
Adjusted
0.134295 | S.D. dependent var | 8375.955
R-squared
S.E. of
7793.262 | Sum squared resid 1.46E+10
regression
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Redundancy Test:

Redundant Fixed Effects Tests
Pool: TRADE2

Test cross-section fixed effects

Effects Test Statistic d.f. Prob.

Cross-section F 30.058213 | (6,235) [0.0000

Cross-section Chi-square |139.535901 |6 0.0000

Pool unit root test: Summary

Series: TB_ALG, TB_EGY, TB_LIB, TB_MUAR, TB_
MORO, TB_SUD, TB_TUN

Date: 10/18/15 Time: 11:58

Sample: 1980 2014

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0 to 8
Newey-West automatic bandwidth selection and Bartlett

kernel

Pool unit root test: Summary

Series: EXP_ALG, EXP_EGY, EXP_LIB, EXP_MUAR, EXP_
MORO, EXP_SUD, EXP_TUN

Date: 10/18/15 Time: 11:55

Sample: 1980 2014

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0 to 8
Newey-West automatic bandwidth selection and Bartlett

kernel

Cross-

Method Statistic | Prob.** |sections | Obs

Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* 4.03321 | 1.0000 | 7 223

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin

Cross-

Method Statistic | Prob.** |sections | Obs

1.94857 0.9743 7 223
W-stat
ADF - Fisher Chi-

17.3097 0.2400 7 223
square
PP - Fisher Chi-

16.6419 0.2758 7 238

square

Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* 3.65528 | 0.9999 | 7 206

** Probabilities for Fisher tests are computed using an

asymptotic Chi-square distribution. All other tests assume

asymptotic normality.

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin

Cointegration

0.90614 | 0.8176 7 206
W-stat
ADF - Fisher Chi-

29.7055 0.0084 7 206
square
PP - Fisher Chi-

11.8288 | 0.6200 7 238

square

** Probabilities for Fisher tests are computed using an

asymptotic Chi-square distribution. All other tests assume

asymptotic normality.

Pedroni Residual Cointegration Test
Series: TB? GDP? POP?
Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weighted

o
=
=]
=

Statistic Prob. Statistic

Panel v-Statistic | 3.629888 | 0.0001 1.000335 0.1586

Panel rho-
-0.944876 | 0.1724 -1.407798 0.0796

Statistic

Panel PP-Statistic | -0.551290 | 0.2907 -2.177521 0.0147
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of 5.9%, then came Sudan, Algeria, morocco, Tunisia and
Egypt with 3.6%, 3.3%, 2.4% 2.3% and 2.2% respectively

while Libya registered a negative growth rate of 18%.

Pereantage share of FDI flows to North frica 2014

A Panel Data Model for Trade in North Africa

The model will investigate changes in trade balance
assuming specific factors such as the size population, GDP
growth, FDI

The panel data will be transformed into pooled data model:
Pooled model

Yit = O(+BXit + )\i+0i+ I_[it ................................. (1)

Where Y is the dependent variable (trade balance or
current account balance), and X_is the vector of repressors,
which include basically Number of population, FDI and
output (GDP), L[it is the error term, i is the cross sections
of the countries observed, the group of countries in North
Africa include Algeria, Egypt, Libya, Mauritania, Morocco
and Tunisia.

The transcript t is time period, A and O are cross sectional
and time specific effects, Ol is overall constant of the
model while B is the confidents of the repressors given the
assumptions of fixed versus random effects.

Random Effects if the unobserved heterogeneity however
formulated can be assumed to be uncorrelated with X,
on the other hand, the fixed effect model allows the
unobserved individual effects to be correlated with the
included variables, i.e. assumes that differences across
units of observation can be captured by differences in
the constant term, usually referred to as the least squares

dummy variable model (LSDV).

(Rl sl (2016 ule (79) sus

Empirical Findings

Dependent Variable: TB?
Method: Pooled Least Squares

Total pool (balanced) observations: 245

Variable Coefficient | Std. Error | t-Statistic | Prob.
C 5990.929 2085.467 (2.872704 |0.0044
POP? -0.312586 (0.089077 |-3.509174 |0.0005
FDI? 0.407212 0.415485 [0.980088 |[0.3281
GROWTH? |2.256972 54.09625 |4.172142 |0.0000
Fixed Effects
(Cross)
_ALG—C 11104.96
_EGY—C -705.7460
_LIB—C 7007.007
_MUAR--C [-6062.756
_MORO--C [-6107.652
_SUD—C 2102.452
_TUN—C -7338.266

Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.568252 | Mean dependent var |-463.8496
Adjusted

0.551717 | S.D. dependent var | 11278.52
R-squared
S.E. of

7551.411 | Akaike info criterion |20.73682
regression
Sum squared

1.34E+10 | Schwarz criterion 20.87973
resid
Log Hannan-Quinn

-2530.260 20.79437
likelihood criter.
F-statistic 34.36662 | Durbin-Watson stat |0.376765
Prob(F-

0.000000
statistic)




Exports:

The whole region exported the amount of 245.3
billion Dollars in 2013, where Algeria came at the top
contributing with 27.8%, Libya came second with 24.9%,
then Egypt, Morocco, Tunisia Sudan and Mauritania with
19.3%, 14.4%, 9%, 3.4% and 1.2% respectively. although
the political instability in the region during the last couple
of years had changed these shares tremendously, while
drop in oil prices had reduced export earnings massively,
however, the region’s potential for exports are huge and
promising condition that trade is encouraged between the
countries in an open up strategy for more trade ties in
addition to the need for industrialization for trade and

greater integration with overseas markets.

Foreign Trade Balance:

The average trade deficit in North Africa in 2014 was 9.9
billion dollars, while Algeria and Libya indicated a surplus
of 4.6 billion dollars and 2 billion dollars the rest of the
group had shown remarkable deficits, Egypt reported the
highest deficit approximately 40 billion dollars, then came
morocco, Tunisia, Sudan and Mauritania with deficits of
22 billion dollars, 8 billion dollars 4.8 billion dollars and
719 million dollars respectively. This implies that there
is great room for complementarity in trade between oil
rich and high density of population, which indicates the
possibility of allocating trade surpluses to investing in
productive sectors where market indicators reflect mutual

benefits from country to another in cooperative manner.

Share of export proceeds
in North Africa 2013

0.0%

Imports:

SHARE OF IMPORTS IN NORTH AFRICA 2013

ALGERIA MAURITANIA MOROCE TURISIA

Imports:

The whole region imported 258 billion dollars in 2013,
Algeria came at the top with 26.9%, then comes Egypt,
Morocco, Libya, Tunisia Sudan and Mauritania with

25.3%, 19.4%, 12.6%, 10.2%, 4.3% and 1.6% respectively.

Trade balance in North Africa 2014

The current account balance of the whole region was in
deficit of 6.3 billion dollars in 2014, the highest deficit
was reported by Libya with 12.3 billion dollars, then
came Algeria, Morocco, Egypt, Sudan, Tunisia and
Mauritania with 9.2 billion dollars, 6.3, billion dollars, 5.8
billion dollars, 4.3 billion dollars and 1.4 billion dollars

respectively.

Foreign Direct Investments FDI:

The region of North Africa received 12.7 billion dollars in
2014, the highest share was reported by Egypt 37.6%, then
comes Morocco, Algeria, Sudan, Tunisia and Mauritania
with 28.1%, 11.7%, 10%, 8.3%, 3.5% and 0.4% respectively.
Due to drop in oil prices coupled with political instability
the region had shown severe decline in economic growth
the average growth rate was 0.25% in 2014, the highest

economic growth was reported by Mauritania with the rate
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an investment friendly environment which was supported by
more trade openness policies and ambitious industrialization
strategy as a major source of economic growth.

The banking sector plays a crucial role in this process,
where trade openness and investment enhancing schemes
were greatly encouraged by the role of the banking system
in financing economic development.

Central banks are responsible for availing resources to
productive sectors in a broader industrialization strategy
to maintain economic stability and to raise the standard
of living of the masses typically attaining inclusive growth.
Financing trade determines the trends of changes in new
markets, whenever short term credit lines were opened then
trade could be expanding among developing countries.
Many studies had shown a strong causal relationship
between trade and economic growth, there is a positive
relationship between economic growth and growth of
exports and imports, Jonathan (1999).

Some studies also had proved a positive relationship
between economic openness measured by the ratio of
(exports + imports) to GDP and the economic growth,
estimations based on"” Thirlwall model had indicated that
financial liberalization and trade liberalization with export

led growth did not achieve economic growth.

Why North Africa Economic Community (NAEC)

The region of North Africa® is rich of natural resources
and there is a need for further economic integration
to benefit from the abundance of natural and human
resources in an efficient way.

In fact, some countries are rich of oil resources (Algeria
and Libya) as a net oil exporter, while other countries
are featured with high density of population (Egypt),
other countries have fertile land and potentials for water
irrigation (Sudan and morocco), while the whole region is

rich of mineral resources in Tunisia Mauritania and Sudan,

1) Balance of payments constraint model.
2) North Africa Region include L Egypt, Sudan, Libya, Tunisia, Algeria,

Morocco and Mauritania.
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energy is abundant in all the region with real opportunities
for expanding renewable energies, this implies that if trade
is enhanced within North Africa there will be a large room
for complementarity between the member countries.

There is a need for free movement of capital within
the region and more trade openness in addition to
establishment of joint industries and strategic partnership
to build a large market for free movement of factors of

production and a free trade of goods and services.

Some Stylized Facts About North Africa Region:

The number of population in North Africa region is about
227 million varies across the region, where Egypt share
about 40% of the population then comes Sudan, Algeria,
Morocco, Tunisia, Libya and Mauritania with 17.6%,

17.4%, 15.1%, 4.9%, 2.7% and 1.7% respectively.

Distribution of Population in North Africa Region (in millions)

100000 91508084

39666.519 40234882
34377511

11253554
§78.438 4067.564
= - -
Algeria Eg bya Morocco Sudan Tunisia
Mauritania

Ty Litwa

Output in North Africa:

The GDP of the region in current prices of 2014 reported
about 767 billion dollars, Egypt contributed with the
highest share 36.8%, then comes Algeria 27.7% morocco
14.2% Sudan 7.7%, Libya 6.6%, Tunisia 6.3% and
Mauritania 0.7%.

GDP DISTRIBUTION IN NORTH AFRICA 2014




both strategies may be adopted spontaneously and not
necessarily been alternatives.

Practice wise the experience indicated that ISIs laid the
foundation of the industrialization as a preliminary stage,
then when infant industries were strengthened then
such industrial base could be transformed to an export
led growth strategy or export promotion strategy, this is
typically the Asian Tigers during 1960s and 1970s , where
an outward looking strategies EP were followed in 1990s
and continued to be the base also for China and India with
the same stages.

The main characteristic features of the EP strategy
were to adopt a liberal economy or an open economy,
focusing mainly on attracting FDI. The role of an active
government to create an inductive environment for
business and investment. On this sense banks and non-
bank financial institutions were encouraged to expand
ties with foreign counterparts, foreign exchange markets
become increasingly open, the governments worked hard
to enhance the basic structure with a clear vision toward
expanding the role of the free economic zones FEZ

oriented to export led growth.

Asian Miracle versus African Experience:

The strength and weakness of the Asian economic model
indicated that stages of economic growth basically focused
on ISIs in first phase and EP in the second phase, outward
looking strategies made the region more open to foreign
shocks, Asian tigers which were severely hit by the Asian
financial crisis during 1997-98, more economic openness
indicate the importance of foreign capital to be injected
both as direct or portfolio investments, however, this
paved the way for much more vulnerabilities toward
external shocks.

Therefore, a complete liberal economy may not be
resilient to external shocks, a prompt intervention by the
government is needed in insulate the domestic economy
from external shocks, the best way is formulating the

appropriate policies that is conducive to a more investment

friendly environment and directing resources in a broader
industrialization strategy for economic growth.

Efforts of trade liberalization and economic openness
which were based entirely on attracting foreign direct
investment FDI, the Asian economic model initially
practiced by the Asian Tigers; namely Hong Kong,
Singapore, Korea and Taiwan during 1970s, in addition to
the experience of the newly industrialized Asian countries
NIACs which include; Malaysia, Indonesia, Philippines
and Thailand in 1980s, hence after, the growth of China
and India in 1990s and the decade of the new millennium
which proved to be also similar to other Asian experiences,
therefore, it is argued that the Asian economic model was
based primarily on three pillars;

- Trade openness

- Attracting foreign direct investment

- Industrialization strategy

It is argued that economic liberalization will make the
economic system more vulnerable to shocks and economic
crisis, this is evident from the Asian financial crisis, where
more economic liberalization was materialized by greater
openness in the financial sector, where the banking system
and stock exchange market were integrated with the world
financial system, this opened the door for more trade and
investment opportunities and represented the driving force
for the process of industrialization and economic growth
experienced by the region during the last four decades. It
is well documented that without appropriate arrangements
guaranteeing monetary and financial stability the entire
region is not susceptible to flux of foreign crisis, this could
be a major lesson learned from the Asian experience that
with economic openness there is a need to adopt prudential
regulations to maintain financial stability.

- Terms of trade and economic openness

- Exchange rate stability

Trade could be the engine of economic growth if the
development of the external sector is based on comparative
advantages and export competitiveness.

it is argued that the Asian miracle is simply related to creating
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and negative relationship with population growth and
inflation, this implies that macroeconomic stability is
crucial to foreign trade, while sustaining economic growth
will improve external imbalance.

The experience of Sudan as a case study is highlighted
with special emphasis on how to build an effective
industrialization strategy and adopt an open up policy for
more economic integration with the region and the world
economy.

Its recommended to emphasize more efforts on
macroeconomic policies to maintain economic stability
and create a conducive environment for attracting foreign
direct investment and avail resources to boost industrial
growth.

In order to enhance economic integration in North
Africa there is a need to establish North Africa Economic
Community (NAEC) following the necessary steps for
creating a free trade area, monetary union and a common
market for North Africa.

It is important to adopt specific stages for industrial
development in each country by considering real economic
challenges and identifying complementarity between
agriculture and industry and promoting integration

between various economic sectors.

Conceptual Framework:

Many economists believe that economic gains from trade
could be a major stimulus to growth and development if
well managed. This could be a plausible strategy if linked
to flow of foreign direct investment (FDI).

The experience of the industrial countries followed
by the Asian tigers and the NIACs" and recently the
emerging economies (BRICS) clearly identified the
importance of manufacturing sector to economic growth
and development. What is important to stress here is the
value added concept, there is no even single experience
that depended entirely on agricultural sector, in most

cases agricultural development is one of the stages or

1) NIAC: Newly Industrialized Asian Countries.
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more precisely complementarity between agriculture and

industry deemed critically important for development.

Import Substitution Industrialization ISIs versus Export
Promotion (EP):

Many countries had adopted an Import Substitution
Industrialization strategy ISIs, which focuses essentially on
inward looking strategies and featured with protectionist

policies®

. on the other hand, an export led growth
strategy is carried out by many countries based on failure
of inward looking strategies of 1950s and 1960s, the main
characteristic features is adopting liberalization policies
in in outward looking strategy. In both cases comparative
advantages and forward and backward linkages were
identified as an important principles guiding foreign trade
policies.

(ISIs):

This strategy follows three main stages, the first stage
focus on producing previously imported goods which
depend on imported production inputs, in most cases
this imply producing medical products agricultural tools
and machineries or necessary manufactured goods, i.e.
processing of imported goods domestically.

In the second stage the country start producing some
production inputs domestically, efforts may concentrate
also on domestic production and imposing high tariffs and
custom duties on imported final goods. An overvalued
currency may also be adopted to reduce imports from
abroad in an entire system of foreign exchange control.

In the third stage, most imported goods will be prohibited
and domestic raw materials will be utilized even for export
to overseas markets. The most important element in the
planning is how to select the core industry with strong
linkages to other industries.

There are some researchers and economic thinkers believe

that (ISIs) and (EP) are contradicting strategies, but

2) As well documented this strategy came as a result of the thoughts
brought by Prebisch, Singer and Hirschman in 1950s .as prescribed in the

economic dependency school of thoughts.



Trade and Industrialization;
A panel Data Model for Economic
Studics & Growth in North Africa

Researches

Abstract
The present paper examines the role of trade as an engine
for economic growth in an analytical framework that

focuses essentially on industrialization strategy. Two

main trade strategies were examined import substitution

Dr. Mustafa Mohamed Abdalla versus export promotion strategies, the study investigates

Senior Researcher, Managing Dir the impact of trade and industrialization on economic

Dept. of Research & Development growth based on experience of North Africa region. The

main policy recommendation is to establish North Africa
Economic Community (NAEC) to enhance trade and
economic growth.

The central thesis of the present paper is to highlight the
experience of two regions; the experience of trade and
industrialization in Asian Tigers compared to North Africa
Region. The paper identifies the process of industrialization
and economic growth as supported by import substitution
industrialization strategy (ISIs) in the first phase and an
export led growth or export promotion (EP) in the second
phase, hence after, the main factors explaining trade and
growth were identified, the ultimate objective is to build
a practical framework for trade and industrialization
policies as a roadmap for economic development.

The results had shown a positive and strong relationship

between trade balance, (GDP) growth and (FDI) flows
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