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The main objective of this research is to explain the concept of
finance in Islamic Economic as well as the rules and regulations that govern
it. Also, the research examines the impact of deficit finance on both money
supply and inflation.

The research claims that if the state resorts to deficit finance, is
borrowing from the central bank without having any real resources to
compensate. And if these funds have not been utilised in initiating
development schemes, the ultimate result will be increases in the
information rates.

The research adopts the descriptive and analytical methods in order to
study Sudan's experience in using the deficit finance policy during the
period 1990/98, in addition it assesses the country's experience while using
general macro- economic indicators.

The primary data has been collected through conducting interviews
with government officials, while the secondary data consists of periodicals,
references, and annual reports.

The research findings can be summarized as follows:-

1- The government's adoption of deficit finance policy and inflation,
which the country witnessed in the 1990s, are positively correlated.

2- The finance of the public sector's deficit during the period 1990/98
depends on internal sources rather than external ones.

3- Article 57 of the Bank of Sudan's 1959 Act has been amended
frequently, which enabled the government to exceed the borrowing
limits set by that Act.

Based on the above- mentioned findings the researcher
recommends the following:-

1- The government should not seek to amend Article 57 of the Bank of
Sudan's 1959 Act.

2- The government should only resort to deficit finance if there is a real
need for it.

3- The Bank of Sudan should be given more freedom to perform its
functions and duties efficiently under the liberalization policies
adopted by the prevailing government since the early 1990s.

4- Activation of the current financial instruments such as the
Government Musharaka Certificate (GMC), and the Central Bank
Musharaka Certificate (CMC). Also, the innovation of new
instruments to allow for the use of the use of the savings made by



individuals public and private companies, and the financial institution
in order to finance the government spending.

5- The government should reduce its dependence on borrowing from the
Bank of Sudan in order to finance the budget deficit.



