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ABSTRACT
Public sector financial performance is a critical determinant of development outcomes in low-income and fragile states. This study examines the financial performance of Sudan’s public sector over the period 1990–2018, with a particular focus on the effects of international economic sanctions and opportunities arising from economic openness. Using secondary time-series data from the Central Bank of Sudan, the Central Bureau of Statistics, and the Ministry of Finance and National Planning, the study analyzes fiscal trends, debt dynamics, inflationary pressures, and foreign direct investment (FDI) inflows. Descriptive and comparative trend analysis is employed to contrast periods of strict sanctions with episodes of partial normalization. The findings indicate that sanctions significantly weakened public sector finances through reduced revenues, constrained access to external finance, and heightened macroeconomic instability. However, the 2006–2010 period demonstrates that even limited normalization and external engagement can yield improvements in fiscal performance and investment inflows. The study further argues that economic openness—through trade integration, FDI attraction, and human capital development—offers a viable pathway for structural transformation and long-term fiscal sustainability. Policy recommendations emphasize governance reform, institutional strengthening, investment climate enhancement, and macroeconomic stabilization.

Keywords: Sudan; public sector finance; economic sanctions; economic openness; foreign direct investment; fiscal performance.

1. INTRODUCTION 
Sudan is richly endowed with natural and human resources, including vast arable land, significant livestock populations, mineral resources, and a young labor force. Despite these endowments, the country has struggled with persistent poverty, food insecurity, and underdeveloped public services. Between 1990 and 2018, Sudan’s economic trajectory was heavily influenced by international sanctions and economic boycotts, which limited access to global financial markets, foreign investment, and international trade (African Development Bank, 2024). These external constraints coincided with internal challenges such as political instability, prolonged civil conflict, institutional fragility, and frequent policy reversals. Together, these factors created a highly constrained fiscal environment that undermined the capacity of the public sector to deliver essential services and support economic development (Alnafissa et al., 2022; Tahmad et al., 2022). Financial markets play a significant role in the growth of the real economy by channeling funds from savers to borrowers in an efficient way to facilitate investment in physical capital and spur innovation and the creative destruction process (Safiat, 2013).
Public sector financial performance is a critical determinant of development outcomes in low-income and fragile states. Sound fiscal management enables governments to mobilize resources, allocate expenditures efficiently, and invest in infrastructure, education, and health (Ashwath & Sachindra, 2025). In Sudan, however, the public sector has historically faced chronic budget deficits, weak revenue mobilization, and heavy debt burdens. High inflation, recurrent currency devaluations, and limited access to concessional financing further eroded fiscal stability and public confidence in state institutions (Barro, 1991).
Economic theory suggests that sanctions can have severe macroeconomic and fiscal consequences, including reduced trade volumes, declining investment, and weakened government revenues. While sanctions are often intended to induce political change, empirical evidence shows that their economic costs are frequently borne by the general population and public institutions rather than political elites. Conversely, integration into the global economy through trade liberalization and capital mobility can stimulate growth by expanding markets, attracting foreign direct investment (FDI), and facilitating technology transfer (Mohamed et a., 2022; Yahia et al., 2018). For developing countries, openness can also support institutional learning and human capital development (Sirag et al., 2018). The few empirical researches on the economic consequences of sanctions argued that the imposition of sanctions adversely affects trade flows, prompts currency crises, widens income inequality and poverty gap and hinders economic growth (Alhassan et al., 2023; Afesorgbor, 2019; Neuenkirch & Neumeier, 2015).
This study seeks to analyze the long-term financial performance of Sudan’s public sector under conditions of economic isolation and partial openness. By examining fiscal trends from 1990 to 2018, the research highlights how sanctions shaped public sector outcomes and explores the potential benefits of renewed engagement with the global economy. The Sudanese experience provides valuable lessons for other countries facing prolonged sanctions or external constraints, particularly regarding the interplay between political factors, fiscal management, and development prospects.
2. LITERATURE REVIEW
2.1 Economic Sanctions and Public Sector Fiscal Performance 
Economic sanctions are a widely used foreign policy tool, yet their economic impacts are often profound and long-lasting. Studies indicate that sanctions reduce government revenues by restricting trade, limiting access to foreign exchange, and increasing transaction costs. Hufbauer et al. (2007) argue that sanctions tend to weaken fiscal capacity by shrinking the tax base and increasing reliance on domestic financing, often through inflationary means. In many sanctioned economies, public investment declines while recurrent expenditures—such as wages and security spending, remain high, leading to persistent deficits.
In Sudan, sanctions constrained the government’s ability to access international capital markets and concessional loans, forcing greater dependence on domestic borrowing and monetary expansion. This contributed to high inflation and currency depreciation, further eroding real public sector resources.
2.2 Political Instability and Fiscal Management 
Political instability is closely associated with weak fiscal performance. Alesina et al. (1996) show that frequent changes in government and policy uncertainty reduce investor confidence and undermine revenue mobilization. In conflict-affected states, fiscal priorities often shift toward security spending at the expense of social services and development projects. Sudan’s prolonged conflicts and political transitions exacerbated the fiscal impact of sanctions, resulting in fragmented budgeting processes and weak expenditure control.
2.3 Trade Openness and Economic Growth 
Trade openness has long been linked to economic growth through increased specialization, economies of scale, and technology diffusion. Frankel and Romer (1999) demonstrate that countries with higher trade shares tend to experience faster income growth. For Sudan, increased openness could expand agricultural and manufactured exports, reduce vulnerability to commodity price shocks, and strengthen fiscal revenues through a broader tax base.
2.4 Foreign Direct Investment and Structural Transformation 
FDI plays a critical role in structural transformation by supporting industrialization, infrastructure development, and skills transfer. Lin (2012) emphasizes that developing countries can leverage FDI to move up the value chain and diversify their economies. Empirical studies on Sudan suggest that political risk and sanctions significantly deterred FDI inflows, yet periods of relative stability witnessed modest increases in investment, particularly in oil and agriculture-related sectors.
2.5 Human Capital Development and Global Integration 
Global economic integration facilitates human capital development through exposure to new technologies, management practices, and training opportunities. Becker (1993) highlights the centrality of education and skills in sustaining growth. Multinational enterprises often invest in workforce training, which can enhance productivity and institutional capacity within the public sector.
2.6 Research Gaps 
While existing literature addresses Sudan’s macroeconomic challenges and the general effects of sanctions, limited attention has been paid to the long-term financial performance of the public sector in relation to economic openness. This study fills this gap by combining historical fiscal analysis with forward-looking policy insights.
3. METHODOLOGY
3.1 Data Sources 
The study relies on secondary time-series data from the Central Bank of Sudan, the Central Bureau of Statistics, and the Ministry of Finance and National Planning, covering the period 1990–2018. Key variables include government revenue and expenditure, budget balance, public debt, inflation, exchange rates, and FDI inflows.
3.2 Analytical Framework 
A descriptive and comparative analytical approach is adopted. The study period is divided into sub-periods reflecting varying degrees of sanctions intensity and political developments. Trend analysis is used to examine fiscal indicators, while comparative analysis contrasts sanctioned periods with episodes of partial normalization. Although the study is primarily descriptive, it also draws on economic theory to interpret observed trends and infer potential causal mechanisms.
Additionally, a quasi-econometric interpretation is considered, whereby a sanctions dummy variable could represent structural breaks distinguishing periods of strict sanctions from partial normalization. The 2006–2010 period constitutes a regime shift with observable improvements in FDI and fiscal outcomes, while post-2011 deterioration indicates a reversion to the pre-normalization regime.
4. RESULTS
4.1 Trends in Public Sector 
Fiscal Performance Sudan’s public sector finances were characterized by persistent deficits throughout the study period. Government revenues remained low relative to GDP, reflecting a narrow tax base and weak administration. Expenditures were dominated by recurrent spending, leaving limited fiscal space for capital investment.
Table 1: Selected Fiscal Indicators in Sudan (1990–2018)
	Indicator
	Average Value
	Key Observations

	Budget Balance (% of GDP)
	-5.6
	Chronic deficits

	Public Debt (% of GDP)
	>120
	Unsustainable debt burden

	Inflation Rate (%)
	>30
	High macroeconomic instability



4.2 Impact of Sanctions on Fiscal Outcomes 
Sanctions significantly constrained fiscal performance by limiting access to external finance and export markets. FDI inflows remained negligible during most of the 1990s and early 2000s.
Table 2: FDI Inflows during Sanctions and Partial Normalization (USD million)
	Period
	Average Annual FDI
	Context

	1990-2005
		



	                    <200



	Strict sanctions

	2006 - 2010
	~800
	Partial normalization

	2011-2018
	<300
	Renewed instability



The temporary increase in FDI during 2006–2010 underscores the responsiveness of investment to improved external relations. During this period, improved diplomatic engagement, relative political stability following the Comprehensive Peace Agreement, and limited easing of external restrictions enhanced investor confidence. Although the inflows remained below the levels observed in comparable emerging economies, they nonetheless contributed to higher public revenues through oil-related activities, increased employment opportunities, and modest spillovers in infrastructure development. 
This experience demonstrates that external perceptions, diplomatic normalization, and policy credibility play a decisive role in shaping investment behavior in sanction-affected and fragile economies. Even partial improvements in international relations can reduce perceived risk, lower transaction costs, and unlock investment flows that positively influence public sector revenues and economic activity. However, the temporary nature of these gains also highlights their vulnerability to renewed political instability and policy reversals, underscoring the importance of sustained external engagement and internal reform.
From a quasi-econometric perspective, the observed fiscal and investment trends are consistent with a structural break associated with changes in the sanction’s regime. If modeled econometrically, the sanctions period could be represented by a binary dummy variable distinguishing years of strict sanctions from periods of partial normalization. The 2006–2010 interval would constitute a regime shift, during which key fiscal indicators, such as FDI inflows, government revenues, and exchange rate stability, exhibited temporary improvement relative to the preceding period. The post-2011 deterioration suggests a reversion to the pre-normalization regime, indicating that the structural break was not sustained. While formal estimation is beyond the scope of this study, the descriptive evidence aligns with theoretical expectations that sanctions exert a statistically and economically significant negative effect on public sector performance, moderated by episodes of external engagement.
4.3 Structural and Institutional Challenges
Structural inefficiencies plagued the public sector, manifesting in overstaffed bureaucracies, inadequate capacity to implement development projects, and insufficient inter-ministerial coordination. Furthermore, deficient financial management, flawed procurement systems, and a lack of transparency exacerbated the misallocation of resources, thereby diminishing the overall effectiveness of the public sector.
Table 3: Structural and Institutional Challenges in Sudan’s Public Sector (1990–2018)

	Challenge Category
	Specific Issues
	Severity
	Impact on Public Sector Performance

	Bureaucratic Structure
	Overstaffed ministries, unclear roles
	High
	Slows decision-making; delays project implementation

	Capacity Constraints
	Limited technical expertise; weak project management
	High
	Poor execution of development projects; inefficiency in service delivery

	Coordination
	Insufficient inter-ministerial collaboration
	Medium
	Fragmented policy implementation; duplication of efforts

	Financial Management
	Weak budgeting, accounting, and fiscal monitoring
	High
	Misallocation of resources; budget overruns

	Procurement
	Flawed procedures; lack of oversight
	Medium
	Costly contracts; delays in goods and services delivery

	Transparency & Accountability
	Limited disclosure; poor monitoring systems
	High
	Reduced public trust; vulnerability to corruption



Table 3 illustrates the main structural and institutional challenges that have hindered Sudan’s public sector performance. High-severity issues such as weak financial management, overstaffed bureaucracies, and limited transparency directly constrained the government’s ability to implement development projects efficiently. Addressing these constraints is essential to ensure that gains from external investment or economic openness can be effectively translated into sustainable improvements in public service delivery.
4.4 Opportunities in Economic Openness
Analysis indicates that renewed engagement with international markets and investment could generate significant advantages. Foreign direct investment (FDI) inflows have the potential to foster industrialization, augment export capacity, and bolster technological proficiencies. Trade liberalization could serve to diversify revenue streams and diminish dependence on oil and agricultural exports. Furthermore, openness could promote human capital development by offering access to training, knowledge dissemination, and enhanced labor productivity.
Table 4: Opportunities from Economic Openness in Sudan
	Opportunity Area
	Mechanism / Channel
	Expected Impact on Public Sector and Economy

	Foreign Direct Investment (FDI)
	Capital inflows, technology transfer, managerial skills
	Supports industrialization, infrastructure development, and fiscal revenue growth

	Trade Liberalization
	Expanded export markets, reduced trade barriers
	Diversifies revenue sources, reduces dependence on oil and primary commodities, stabilizes foreign exchange

	Human Capital Development
	Training programs, knowledge dissemination, exposure to best practices
	Enhances labor productivity, strengthens institutional capacity, improves service delivery

	Industrialization & Value Addition
	Investment in manufacturing and agro-processing
	Promotes economic diversification, generates employment, increases domestic value creation

	Revenue Stabilization
	Broadened tax base through economic expansion
	Improves fiscal sustainability, reduces vulnerability to commodity price shocks



Table 4 summarizes the main channels through which economic openness can benefit Sudan’s public sector and broader economy. By attracting FDI, promoting trade liberalization, and enhancing human capital, openness can stimulate industrialization, diversify revenue streams, and improve fiscal sustainability. The realization of these benefits, however, depends on complementary governance reforms, macroeconomic stability, and institutional strengthening.
5. Discussion
The research findings indicate that international sanctions substantially hindered the efficacy of Sudan's public sector. Although the sanctions were designed to exert pressure on the government, they inadvertently resulted in diminished revenue streams, restricted capital inflows, and impeded the provision of essential services. Instances of partial normalization revealed that even limited economic openness can exert a beneficial effect on fiscal performance, fostering investment, stabilizing public revenues, and promoting structural reforms. Furthermore, economic openness presents a potential avenue for structural transformation. By attracting foreign direct investment (FDI) into sectors such as agriculture, manufacturing, and infrastructure, Sudan has the capacity to enhance productivity and diversify its economic foundation. Exposure to international business practices and training initiatives can foster human capital development, thereby augmenting workforce skills, boosting efficiency within public administration, and fortifying institutional capacity. Furthermore, the research underscores the significance of policy coherence and institutional reform. To fully realize the advantages of economic openness, enhanced governance, regulatory clarity, and sound financial management are indispensable. Conversely, without the implementation of structural reforms, heightened capital inflows might not necessarily result in enduring economic growth or improved performance within the public sector.
6. Conclusion
This study analyzed Sudan’s public sector performance from 1990–2018, focusing on the effects of international sanctions and economic openness. Findings show that prolonged sanctions weakened revenue mobilization, limited access to external finance, and exacerbated macroeconomic instability, resulting in persistent deficits and high inflation. Temporary improvements in 2006–2010 demonstrate that partial normalization and FDI inflows can enhance fiscal outcomes, though these gains were short-lived without sustained political stability and institutional reforms. Weak governance, inefficient expenditure management, and limited transparency constrained the public sector’s ability to convert temporary revenue or investment gains into lasting development. Overall, economic openness offers a pathway for fiscal sustainability and structural transformation, but its benefits require credible governance, macroeconomic stability, and institutional strengthening.
7. Recommendations
1. Bolster governance and accountability. This means putting in place open and clear systems for budgeting, procurement, and spending to cut down on waste. 
2. Streamline the investment environment. This means making regulations easier to navigate, safeguarding property rights, and actively encouraging foreign direct investment, especially in key industries. 
3. Foster industrial growth: Boost agricultural value-added processes and cultivate local manufacturing capabilities to lessen reliance on imports. 

4. Enhance Human Capital: Invest in education, vocational training, and technical skills aligned with market needs. 
5. Broaden Trade Horizons: Actively seek out regional and global trade deals. This will open doors to fresh markets and help spread out where our money comes from. 
6.  Maintain Macroeconomic Stability: Keep inflation in check, ensure a stable currency, and manage public debt effectively to draw in and keep investors.
8. Suggested Areas for Further Study
1. Assess the sector-specific effects of foreign direct investment on Sudan's economic expansion since 2018. 
2. Analyze the social and distributional consequences of Sudan's economic liberalization, focusing on poverty alleviation and job creation. 
3. Compare Sudan's fiscal performance with that of other nations subject to prolonged sanctions.
 4. Determine the efficacy of public sector reforms enacted after 2018 in enhancing service provision and investment uptake.
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