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Abstract



The Study investigates the role of fiscal and monetary policies
on inflation in Sudan for the period (1970-2006).

The assessed the impact of money supply, exchange rate,
gross domestic product (GDP), budget deficit and government
expenditure on inflation.

The adopted a descriptive and analytical method to arrive at the
finding. In particular, the Study relied on empirical investigation based
on descriptive Statistic and econometric modelling.

The results show that several monetary, fiscal and structural
factors, namely, money supply, budget deficit and shrinking of gross
domestic product are simultaneously influencing inflation in Sudan.
While exchange rate and government expenditure are found to be
with no effect on inflation rate, these findings may explain the fact that
inflation depends on the way government expenditure is financed
rather than the magnitude of the expenditure itself.

The study recommends that the government should depend on
real sources in financing budget deficit rather than monetizing deficit
by and borrowing from the central Bank and which have significant
impact on increasing money supply. Moreover, the Government
Musharaka Certificates (GMCs) and the Central Bank Musharaka
Certificates (CMCs) are to be activated in a way that ensures their
effective role in financing budget deficit and controlling inflation.
Moreover, a conducive environment for investment and best
utilization of Sudan’s national resources that stimulate gross domestic

product (GDP) and reduce inflation rates are highly recommended.
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