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Effectiveness of the Financial Policy in addressing the Effects of the Economic Cycles
in Sudanese Economy an Econometric Study during the period (1960-2917)
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Abstract
The study aimed to determine the effectiveness of the financial policy in addressing the
effects of the economic cycles in Sudanese economy (1960-2915) by focusing on
current spending, development spending and direct taxes and indirect and their
relationship to the growth rate of per capita income. Identify the appropriate financial
policy that leads to addressing the consequences of negative economic cycles and the
stability of the Sudanese economy. In proportion to the intertwined relationships
between financial policy tools and the effects of economic cycles, the problem of the
study was the inability to choose the appropriate financial policy in addressing the
effects of economic cycles in Sudan. As using an econometric model to know the type
and impact of fiscal policy tools in addressing the effects of economic cycles. The
switching method was used through which the effects of economic cycles were
identified and treated, which is (Switching Regression), in addition to building a real-
time model that shows the interrelationships between macroeconomic indicators. The
study assumed There is a direct relationship between direct taxes and the rate of
economic growth, an inverse relationship between indirect taxes and the rate of
economic growth, a direct relationship between development spending and the rate of
economic growth, an inverse relationship between current spending and the rate of
economic growth, and the negative effects of economic cycles have been addressed
through financial policy tools. The study reached results represented in the presence of a
negative relationship between indirect taxes and the rate of economic growth, and
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positive relation between development spending and the rate of economic growth, an
inverse relationship between current spending and the rate of economic growth, and the
negative effects of economic cycles were addressed through fiscal policy and based on
the discussion of the hypotheses, the results were accepted. The study made several
recommendations, including increasing taxes Direct because it works to redistribute
income among members of society and increase economic growth, and reduce indirect
taxes, which in turn work to increase per capita income growth as well as increase
Development spending, which leads to the growth of the individual's growth, and the
superiority of the current, which works to increase the growth of the individual and
bring about economic growth.
keywords: Financial Policy, Economic Cycles, Switching Regression, Economic
Growth, Sudan Economy. )
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eaes)

3l 3o gud) slanD (558 ) Sleall 4 il Clebian ) (e Al jall & priey Aalal) CLL pean o
&b e (GR) sl Jlal) Asall mlll gai Jame ddull &l paiall e claill g (22017-1960)
ol 4Kl ol ) das ey Al G puadal) o Jadll eie (DVR) 4t e (o pall 4
3 bl (il 5 (ORDR) (Meay) Aaall il ) sl 3aY) s s (REVR) (Alea! sl
(ITR) 38l Ll ) yuall 5 (TAXR)

(1) Al pal) ciliby (1) o>

GR ORDR REVR CYCLE

1960 2.51102871 20.1772801 15.7452764 NA
1961 10.1374654 16.3759267 13.9773223 NA
1962 13.0685792 16.4509062 12.0095598 NA
1963 1.60060525 14.7647059 14.6078431 -3.1516881
1964 1.55551206 14.9507437 14.8734788 -1.1602578
1965 0.31736784 13.7632339 12.4350337 -0.5078322
1966 -1.7471676 21.1392884 13.0393641 -1.2832371
1967 -1.3151212 35.5464379 14.5281611 -0.3655325
1968 1.71905197 24.8414195 15.9266244 2.19800143
1969 -7.7039502 30.9808612 18.2501709 -8.1666352
1970 5.33265806 21.4539419 23.4854772 4.42192372
1971 8.73465326 22.9019608 24.5960784 7.9672023
1972 -2.5010809 20.3829278 20.5956655 -2.7351657
1973 -6.4488365 19.1681534 18.6106155 -5.9660261
1974 0.96337754 15.2062269 16.0969347 1.46594501
1975 -2.3209597 17.4741859 16.8387609 -2.9361745
1976 2.84891494 16.4015152 17.8625541 1.10528277
1977 10.80464 9.67645425 16.4721973 8.81453413
1978 -1.7204227 13.1994311 16.1411177 -3.5178142
1979 -3.423365 17.9974184 17.8468253 -5.5271874
1980 0.96344372 17.2280967 18.0538771 -1.8239199
1981 5.999576 19.4517947 18.308522 2.553662
1982 12.0569252 16.1077257 15.1844434 8.75336408
1983 2.0625 14.5852229 124271521 -0.1070693
1984 -5.0089072 13.7632551 11.3070434 -6.4195491
1985 -6.2810426 12.4305705 8.91432739 -7.7404051
1986 5.41381359 13.7649619 7.82471065 2.75591896
1987 14.2208842 11.8807375 6.83286355 10.1622849
1988 -0.3310914 9.23679931 7.29839649 -4.9650722
1989 8.93138621 8.89877777 6.65924597 4.53337111
1990 -5.4700487 11.562909 7.55966496 -9.3398886
1991 7.51091151 7.03424914 7.20607018 3.73372693
1992 6.57197995 12.3607812 8.19310698 2.50031402
1993 4.5745139 7.99396077 8.40725972 -0.1173138
1994 1.00622954 11.4883997 6.9686263 -4.486927
1995 5.99709397 7.34441215 5.15495819 -0.0748361
1996 11.5621302 7.14778437 6.23290656 4.82936854
1997 6.05707012 6.40795125 5.65334569 -1.1520647
1998 8.23831433 6.07853081 6.31301191 0.75792686
1999 4.23533036 7.46796473 7.94685517 -3.2348001
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2000 8.38504728 10.0686058 10.6776937 0.91554226
2001 10.8 8.8434097 9.42127545 3.36581005
2002 6 7.51061708 9.40555072 -1.1154307
2003 6.3 9.75627118 12.404587 -0.5014634
2004 51 11.2739928 14.5475 -1.6976147
2005 5.6 12.2613122 14.3164186 -1.6354434
2006 9.9 15.4230612 15.8025316 2.17171894
2007 10.9 16.2334281 17.0197741 3.08280301
2008 6.4 18.7552571 20.3918544 -0.854849
2009 5.9 15.4990823 14.7764616 -0.1473717
2010 5.2 14.8961277 12.785081 0.32659078
2011 2.1 15.3078983 12.1950357 -2.3003587
2012 24 10.7931875 9.10720389 -2.0988559
2013 6.8 10.5537199 10.0090927 1.98494111
2014 7 10.5860167 10.8668352 1.80231531
2015 4.3 9.40640831 9.3491796 NA
2016 51 9.34736237 8.6679709 NA
2017 52 9.90700388 9.25086861 NA

(#2017~ 1960) 55l plaadll 38 sall gl Ay sical) Slpbian] (gl Ly e 1 s2aal
(2) Al <l (2) Jgs>

GR ORDR TAXR ITR DVR
1960 2.51 20.18 5.13 7.86 2.87
1961 10.14 16.38 4.58 8.40 3.77
1962 13.07 16.45 3.78 8.72 4.76
1963 1.60 14.76 431 9.02 6.59
1964 1.56 14.95 6.57 8.94 7.67
1965 0.32 13.76 7.51 6.97 6.20
1966 -1.75 21.14 8.14 7.57 6.09
1967 -1.32 35.55 8.77 791 4.96
1968 1.72 24.84 9.94 8.54 5.26
1969 -7.70 30.98 11.62 10.05 2.46
1970 5.33 21.45 2.19 11.52 2.43
1971 8.73 22.90 2.54 13.44 11.17
1972 -2.50 20.38 2.46 12.10 2.97
1973 -6.45 19.17 2.39 10.86 2.65
1974 0.96 15.21 1.89 9.57 3.35
1975 -2.32 17.47 2.05 9.88 6.37
1976 2.85 16.40 1.74 11.55 6.11
1977 10.80 9.68 1.78 9.45 6.62
1978 -1.72 13.20 1.63 10.86 6.42
1979 -3.42 18.00 1.69 10.41 5.05
1980 0.96 17.23 2.01 7.90 4.42
1981 6.00 19.45 2.20 9.05 2.48
1982 12.06 16.11 1.97 7.46 2.03
1983 2.06 14.59 2.16 8.16 2.47
1984 -5.01 13.76 2.00 7.65 2.85
1985 -6.28 12.43 1.57 5.99 0.92
1986 5.41 13.76 1.60 531 1.89
1987 14.22 11.88 1.29 3.48 1.20
1988 -0.33 9.24 131 3.85 1.09
1989 8.93 8.90 1.15 2.05 0.38
1990 -5.47 11.56 0.99 7.02 0.41
1991 7.51 7.03 2.66 3.65 1.22
1992 6.57 12.36 0.97 4.01 1.64
1993 4.57 7.99 1.14 4.36 2.16
1994 1.01 11.49 NA 3.26 0.41
1995 6.00 7.34 NA 2.27 0.54
1996 11.56 7.15 1.11 3.61 0.70
1997 6.06 6.41 0.57 3.32 0.59
1998 8.24 6.08 0.58 3.39 0.59
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1999 4.24 7.47 0.59 4.48 1.16
2000 8.39 10.07 1.23 3.93 1.28
2001 10.80 8.84 4.47 0.38 1.17
2002 6.00 7.51 3.91 0.34 2.95
2003 6.30 9.76 0.92 3.78 3.60
2004 5.10 11.27 1.05 4.91 4.52
2005 5.60 12.26 11.17 4.77 4.10
2006 9.90 15.42 9.97 5.17 3.66
2007 10.90 16.23 8.55 524 3.35
2008 6.40 18.76 7.30 5.61 2.62
2009 5.90 15.50 6.86 5.69 2.89
2010 5.20 14.90 7.00 5.47 2.57
2011 2.10 1531 5.69 5.42 1.52
2012 2.40 10.79 5.89 5.81 1.37
2013 6.80 10.55 5.00 6.54 1.15
2014 7.00 10.59 6.37 6.82 1.03
2015 4.30 9.41 5.47 7.47 1.03
2016 5.10 9.35 521 8.92 0.99
2017 5.20 9.91 5.04 2.62 1.10

(2017~ 1960) 538U sl (s 3% all gl dysiaadl Slpluaa¥) cohasd) &y sgea 1 52l
(M (3) Jsa Hhail ASY) ) ) Jsem ) o8 ol 3 58 Gl 2235 (2) 5 (1) U5 000
(2) el ZAgall) @il (3) Jssa

Dependent Variable: GR

Method: Simple Switching Regression (BFGS / Marquardt steps)

Date: 02/11/22 Time: 22:44

Sample: 1960 2017

Included observations: 58

Number of states: 2

Standard errors & covariance computed using observed Hessian

Random search: 25 starting values with 10 iterations using 1 standard

deviation (rng=kn, seed=1546209790)

Convergence achieved after 22 iterations

Variable | Coefficient | Std. Error | z-Statistic Prob.
Regime 1

IT/GDP -75.8009 27.41179 -2.76527 0.0057

C 9.059681 1.91473 4.73157 0.0000

LOG(SIGMA) 1.581315 0.110707 | 14.28377 0.0000
Regime 2

IT/GDP -158.092 7.378307 -21.4266 0.0000

C 11.72173 0.435217 | 26.93304 0.0000

LOG(SIGMA) -1.32797 0.339259 -3.91432 0.0001
Common

ORD/GDP -14.009 5.102312 -2.74561 0.006

DV/GDP 69.53524 7.265173 | 9.571038 0.000

Probabilities Parameters

P1-C 1.744018 0.504838 | 3.454609 0.0006

Mean dependent variable 4.036362 S.D. dependent var 5.177914

S.E. of regression 5.022797 Sum squared resid 1261.424

Durbin-Watson stat 1.586888 Log likelihood -165.848

Akaike info criterion 6.029256 Schwarz criterion 6.34898

Hannan-Quinn criterion 6.153795

#2022 Eviews 10 gt il i Alaiully ¢pfiald) dlas) 1 juaal)
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Aokl e 12 GEL 5 Al Wi )LE) (-75.8) 5dlae ) (i jpuall Jalaal 3 j0iall dall) o) 2 galia@y)
s o 3 bl el (ol puall 3ol LeSe il MeaY) sl a2l saill Jasa of Cus LBy
38 DA (e clldy Jlaa) ol il saill Jaee (& duSe @l s ) a5 5 bl uadl Gl yual)
&) o sanls Ban s ey Bdluall el Gl pall 3 s gl s bl B p8ldl el (il juall dales
At Jaleal 3)08al) Al oladV) Gudi A (-75.8) Lliey Jaa)) sl iUl pail) (iga E s
slaal) il saill Jama Of s Al 4y ylail) w138 80 5 dun ga L)L) (69.5) daaiill e o juall
il el Jane (8 A 5k il yat ) (g2 (o el BaSY) LIS (g el BlaSY) Bl 3 il JleaY)
Dy (g saiil) SEYI 8 s gls dan sall (o satil) SEY) dalea 3L JA (e @iy Jaal) sl
Aadll elad¥) Ly 8 (69.5) Lhber Jlal) daall il sall Cige 8 s ) g% Basl g saa g
Aokl ae 138 GE 5 Al Ll (-14) Jal) sl &l ) g olal) Sy du Jelxal 5 a84l)
AUy CllE o olad) By sl LuSe il Maal) sl mlll gail) Jase o Cus oY)
@kl BN Aalea 5L JYA (e @y Jlaa) sl mll gaill 3 duSe @l s ) g gl
Slaal) Al il saill Caga 8 s ) a5 saal g sas g ey o lad) Gl 4y sl 5 ALl
il o Uiliass bl Jiad &5 Gl 23 sail) Jlagial &3 Lasie 5 oladV1 i 8 Ly 55 (-14) laiag

:(4) ds> B Aaasdll

(2) saial) zigail) w3l (4) Jga

Included observations: 56

Number of states: 2

Huber-White robust standard errors & covariance

No d.f. adjustment for standard errors & covariance

Random search: 25 starting values with 10 iterations using 1 standard

deviation (rng=kn, seed=1584532724)

Convergence achieved after 9 iterations

Variable Coefficient | Std. Error z-Statistic | Prob.

Regime 1

C 10.7372 0.005417 1982 0.0000
ORDR -0.15207 0.000293 | -519.512 0.0000
LOG(SIGMA) -5.81431 0.297753 | -19.5273 0.0000
Regime 2

C 10.96128 1.532595 | 7.152103 0.000
ORDR -0.19198 0.110795 | -1.73276 0.083
LOG(SIGMA) 1.596057 0.085558 | 18.65465 0.000
Common

TAXR 0.255641 0.00035 731.21 0.000
ITR -1.02771 0.000551 -1863.9 0.000
DVR 0.561237 0.002504 | 224.1422 0.000
Probabilities Parameters

P1-C -2.13259 0.437236 | -4.87743 0.000
Mean dependent var 4.055459 S.D. dependent var 5.248668
S.E. of regression 5.093979 Sum squared resid 1219.585
Durbin-Watson stat 1.592859 Log likelihood -143.451
Akaike info criterion 5.480396 Schwarz criterion 5.842066
Hannan-Quinn criter. 5.620615

#2022 Eviews 10 gl <l Ay Adlaially Cfiald) e : juaal)
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sailly Jlaa¥) ol @bl gaill Jasas gsaiill GWY Gn 3k A (B saill; JeaY!
3odall daill o ani  Jaal) sl il gail) Jasa s 5 pdball Gl puall G 40k ANle 5 galaBy)
alaBY) 4y ) ae 18 i 5 Al g3 LE (-0.19) (Jaa ) Asall w3l ) o otadl gl dps Jaladl
@25 ol B! bl o goladl GUEY) 8ok bl il JlaaY) sl @il saill Jae of Cua
ALl (g olal) Bl dalae 3L A e iy Jlea) aall mlill gail) Jane 3 dsuSe @ s )
Dhtiey Jlaa) Jadll @il gaill Cise 3 s ) g2 saal s sas g iy (o oladl G B e 6l
e 13 GEy Laa ge L L) (0.26) 3dbadl Gl el Jalaad 30l dadll  slas¥) a8 (-0.19)
s o 3 aba) il 325 il Jeal) Jad) @l sl Jaee o Gus dpbaiy) 4 lail)
Alaa 3 5L3) IR e @iy  MaaY) ol il saill Jane 400 3l &l jas ) 055 5 bl Gl yual)
salll g 8 k3 ) (g5 anl s Ban g ey Bl (il by ol 5 i pall 5l (il il
ol ) Jalaal B okl Al olad¥) a8 (0.26) Dlier (Jaa) aall &l galai)
lea¥) aall il paill Jane o S LalaBY) 4 kil we 1a (3805 dls L3 LaI (-1.03) 5l
& e @l ) (g5 8 dball Ll il puall s ) 80l ) il paall sal beSe il
oS sls ALl 3 pahal ) Gl el dalee 3 5L3) DA (e @llny  eaY) sl @l saill Jase
Sea ) Aaall zilill g baBBY) gaill 8 ga (8 it ) (g2 Baal g Bas g Hlatay 3 pdliall Hual) il juall
Gl g Ao 5 Lgi L) (0.56) At o b pall dan Jalaal 3 j08al) el olad¥) (uds A (-1.03) Llaie
s o g sarill LYY saby B il Jea¥) el mlll sail) Jaee o G Apalaii¥) 4y kil ae 12
Adaa 5L A e el Jaay) ol il gaill Jare (8 4yl @l pad ) o5 6 saiil) Gl
sall G b ) (5355 Baaly Ban s laiey (ssatll Y] 8 st gy sl (gl G
oLl Hatall 23 aill aladinl o3 QIS HlaiY) (s 8 Ly )55 (0.56) Lty el ol il 5 galaiy)

(5) I3t o il e Ulant ((2) g2sall Jlsiiul5)

(2) il gigadl il (5) Jsos

Dependent Variable: GR

Method: Markov Switching Regression (BFGS / Marquardt steps)
Date: 06/26/21 Time: 18:23

Sample (adjusted): 1960 2014

Included observations: 55 after adjustments

Number of states: 2

Initial probabilities obtained from ergodic solution

Standard errors & covariance computed using observed Hessian
No d.f. adjustment for standard errors & covariance

Random search: 25 starting values with 10 iterations using 1 standard deviation (rng=kn,
seed=1444176484)

Variable ‘ Coefficient Std. Error z-Statistic ‘ Prob.
Regime 1

DVR 0.95642 0.409192 2.337339 0.0194

C -6.54775 3.13934 -2.08571 0.037
Regime 2

DVR -1.08225 0.592258 -1.82732 0.0677

C 7.871751 2.266526 3.473047 0.0005
Common

REVR 0.618767 0.331587 1.866078 0.062

ORDR -0.53741 0.323968 -1.65885 0.0971

LOG(SIGMA) 1.298574 0.134641 9.644704 0

Transition Matrix Parameters
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P11-C 1.315362 0.892183 1.474319 0.1404
P21-C -2.39099 0.825481 -2.89648 0.0038
Mean dependent var 3.991073 S.D. dependent var 5.315155
S.E. of regression 5.230027 Sum squared resid 1312.953
Durbin-Watson stat 1.984909 Log likelihood -161.379
Akaike info criterion 6.195587 Schwarz criterion 6.524059
Hannan-Quinn criter. 6.32261 |

#2022 Eviews 10 gl il A ddlaially cpfiald) dlae) 1 jaaal)
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