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The Impact of Fiscal Policy on Macroeconomic Variables in Sudan:
An Empirical Study (1992- 2015)

Saadeldeen Hassan Idris Yahya

PhD Thesis in Economics, Department of Economics, Faculty of economics and
Rural Development, University of Gezira, Sudan.

Abstract

Fiscal policy occupies an important place among other policies because it can
play a greater role in achieving the multiple objectives of the national economy.
During the period under studied (1992-2015), Sudan has used several financial
policy instruments to increase the overall supply and the required levels of
investment, employment, hence reducing the inflationary pressures, unemployment,
and hence achieving general economic stability. The research aimed at finding out
the extent of the integration of fiscal policy with real GDP, inflation rate, exchange
rate and deficit in the trade balance, testing th e short and long-term equilibrium
relationship. Furthermore, the research aimed at examining the effect of fiscal
policy on real GDP, inflation rate, the rate of exchange and the deficit in the trade
balance, and to know the annual growth rate of these variables over time. The
research is important because of its aims to reveal the best standard model for the
government intervention in the economy and expenditure according to the nature of
need. The data was obtained from the Ministry of Finance and National Economy,
Annual Reports of the Central Bank of Sudan, and Central Bureau of Statistics, in
the a long period (1992-2015). The research used a quantitative approach namely;
the modern standardized models based on the stability tests, the methodology of
Co-integration using the (ARDL) model and the composite growth model. The
research found Co-integration between fiscal policy and real GDP, exchange rate,
and trade deficit, while there is no Co-integration between fiscal policy and
inflation rate. The study also revealed that there is a balance in the short-term and
the long-term balance between fiscal policies and real GDP, inflation rate,
exchange rate and trade balance deficit, which means that there are no differences
among them, they show similar long-term behavior. Also, the study revealed that
government expenditure affect positively on real GDP, rate of inflation, and
negatively on the exchange rate and trade balance deficit, while the total tax
revenue effect negatively on real GDP, rate of inflation, and positively on the
exchange rate, and the trade balance deficit. The study also found that the average
annual growth rate of the macroeconomic variables (real GDP and exchange rate)
have shown an upward trend during the period under study, while the inflation rate
and the trade balance shown a downward trend during that period. The study
conducted with the following recommendations: The need to rationalize
government spending to curb the causes of inflationary pressures; the need adopt



the policy of import substitution in support of national production, to avoid
imported inflation problems, the need direct government spending towards
activities with competitive advantages and to pay more attention to productive
activities.
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ttial) Alaay) sl gilill GSyall gaill Ll milii (19.6) a8 Jgaa

Variable Coefficient T-test R? R2 F-Stat B R
-31.8 0.98 | 0.979 .056 5.75
Constant 3.469
164.218
T .002
32.622
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F-statistic
Al Aginall (g gia Sy
e Ay guuaall
dpida Jalsi A 1529 ate sy 1.667161 zigadll
) aal) RN tdasal) adll
4.13 5 %1 dysina g sioe Aic
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Variable Coefficient t—Statistic Probability
LOG(TAX) -4.252 -2.163952 0.0557
LOG(GOV) 2.767 1.875815 0.0901

c 6.208 4.487453 0.0012
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Variable Coefficient T-test Prop
ALGOV: -0.205091 -0.008382 0.9935
ALTAX: 55.805253 1.668094 0.1263
ECTt1 -18.016178 -4.327956 0.0015

(R?=0.67) (Ajd R?=0.38) (Se=0.0270) (SSR = 4225) (F-Statistic= 2.31), P (0.104481)
Akaike info criterion= (9.1909), Schwarz criterion= (9.688), Hannan-Quinn criter= (9.2881)
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bl Jpaall 8 ikl Ulaas .( Schwarza Bayesian Criterion) jlss (345
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Variable Coefficient t—Statistic Probability
LOG(TAX) 1.991 3.706157 0.0041
LOG(GOV) -1.248 -2.789933 0.0191
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Variable Coefficient T-test Prop
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(R*=0.97) (Ajd R>=0.94) (Se = 0.0484) (SSR = 0.0234) (F-Statistic = 0.087) , P (0.000)

Akaike info criterion= (-2.9097 ), Schwarz criterion= (-2.4118 ), Hannan—Quinn criter=(-2.812 )
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Varable Coefficient t-Statistic Probability
LOG(TAX) 4.784 4.225133 0.0029
LOG(GOV) -2.587 -7.499782 0.0001

TREND -0.152 -2.347646 0.0469
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Variable Coefficient T-test Prop
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ALTB; 1.063496 4.035412 0.0038
ALGOV, -4.683134 -6.125754 0.0003
ALTAX; 7.625429 6.277916 0.0002
ECT,, -2.924560 -7.020552 0.0001

(R* = 0.93) (Ajd R? = 0.83) (Se = 2.1043) (SSR = 0.0214) (F-Statistic = 10.034 ) , P (0.0015)

Akaike info criterion= (1.7861 ), Schwarz criterion= (2.3835 ), Hannan-Quinn criter= (1.9027 )
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