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I. I n t r o d u c t i o n  - 

The 1982 Article IV c o n s u l t a t i o n   d i s c u s s i o n s   w i t h   M a u r i t a n i a  were 
h e l d  In Nouakcho t t   du r ing   t he   pe r iod   Sep tember  30-October 19, 1982. The 
d i s c u s s l o n e  a l so  i n c l u d e d  a c m p r e h e n s i v e  review of t h e  Drogram f o r  1981 
under a e tand-by  arrangemnt  which  ended  on  March 31, 1982 The Mauritanian 
r e p r e s e n t a t i v e s   i n c l u d e d  Mr. Ahmed Ould   Ze in ,   Governor  of t h e   C e n t r a l  
Bank, Mr. S i d i   O d d  Ahmed Deya, Minister of Finance;  Lt.Co1. Ann Amadore 
B a b a l y ,   M i n i s t e r  of Plann ing   and   Reg iona l   Deve lopmen t ;   and   o the r   min i s t e r s  
a n d   s e n i o r  of f l c i a l s  of m i n i s t r i e s   a n d   a g e n c i e s   c o p c e r n e d   w i t h   e c o n o m i c  
a n d   f i n a n c i a l   m a t t e r s .  The s t a f f  team consisted of Messrs. Ch. A. F r a n f o l s  
(head-AFR), Buu Hoan (AFR), Mrs. M. Tyler (ETR),  Mr. J. Tavares (FAD), 
Mr. Y .  FaBSaSSi (EP-AFR), and Miss C.  E l w e l l  (secretary-AFR).  

An 18- month stand-by  arrangenrent i n  an amount of SDR 29.7 m i l l i o n  
(174 .7   per   cen t  of f o r m e r   q u o t a ) ,   I n   s u p p o r t  of a program  cove r ing   ca l enda r  
y e a r s  1980 and 1981, was approved by t h e  E x e c u t i v e  Board on J u l y  2 3 ,  1980 
(EBS/80/154) .   Fol lcwing a review of t h e  program for 1980 a n d   t h e   a d o p t i o n  
of the program  for  1981, on June 5 ,  1981 t h e   e x l s t i n g   s t a n d - b y   a r r a n g e m n t  
was   cance led   and   rep laced  by a n  augnrented  arrangement for SDR 25.8  m i l l i o n  
for  t h e   d u r a t i o n  of t h e   a r r a n g e m e n t   e n d l n g  March 31, 1982 (EBS/81/118), 
which took i n t o   a c c o u n t   t h e   i n c r e a s e   i n   q u o t a  resulting fran t h e   S e v e n t h  
Review of Quotes.  The  amount of Fund resmrces purchased by M a u r i t a n i a  
u n d e r   t h e  two stand-by a r r a n g e m e n t s   t o t a l e d  SDR 3 4 . 7  m i l l i o n ,  o r  136.1   per  
c e n t  of p r e s e n t   q u o t a ,  of whirh  SDR 17.5 m i l l i o n  r e p r e s e n t e d   o r d i n a r y  
r e s o u r c e s .  



M a u r i t a n i a   c o n t i n u e s   t o   a v a i l  i t s e l f  of t h e   t r a n s i t i o n a l   a r r a n g e -  
ments  of A r t i c l e  X I V e  A summary of M a u r i t a n i a ' s   r e l a t i o n s  w i t h  the  Fund 
and   the   Wor ld   Bank  group i s  p rov ided  in t h e  Appendices .  

11. Background  and  Recent  Economic  Developments 

1 . Background 

The M a u r i t a n i a n   e c o n c m y   e x p e r i e n c e d   s u b s t a r , : l a l   s t r u c t u r a l   c h a n g e s   i n  
t h e  1970s as a r e s u l t  of a s e v e r e   a n d   p r o l o n g e d  uL<)aght i n  1970-72, the  
C o v e r m e n t ' s   d e c i s i o n   I n  1973 to t ake  f u l l  c o n t r o l  of the c o u n t r y ' s   m a i n  
e c o n o m i c   a n d   f i n a n c i a l   a c t i v i t i e s ,   a n d  a s h a r p   s c a l i n g   u p   i n   p u b l i c   i n v e s t -  
ment   and  defense  expendi ture   between  1975  and 1978. Because of t h e  d r o u g h t ,  
a g r i c u l t u r e   d e c l i n e d   s h a r p l y ,   l i v e s t o c k   h e r d s  were d e c i m a t e d ,   a n d   p a r t  of 
t h e  rural and n a n a d i c   p o p u l a t i o n   d r i f t e d  t o  the edges  of u r b a n   c e n t e r s   i n  
s e a r c h  of f o o d   a n d   e r n p l o y t e n t .   F o l l o w i n g   M a u r i t a n i a ' s   w i t h d r a w a l   f r o m   t h e  
West Afr i can   Mone ta ry   Un ion  (WAMU) and t h e  F r e n c h   f r a n c  area i n  June 1973,  
t h e   G o v e r n m e n t   e s t a b l i s h e d   a n   i n d e p e n d e n t   c e n t r a l  bank a n d   n a t i o n a l   c u r r e n c y ,  
n a t i o n a l i z e d  a l l  commercial banks a n d   t h e   m i n i n g   s e c t o r ,   a n d  created a number 
of s t a t e  e n t e r p r i s e s  t o  promote   p roduct ion   and  exports. A t  t h e  same time, 
w i t h   s u b s t a n t i a l   f o r e i g n   f i n a n . i a l   a s s i s t a n c e ,   l b u r i c a n i a   l a u n c h e d  a l a r g e -  
scale Inves tment   p rogram aimed a t  e x p a n d i n g   t h e   c o u n t r y ' s   i n f r a s t r u c t u r e   a n d  
c r e a t i n g   a n   i n d u s t r i a l   b a s e .  

Reflecting t h e   e x p a n s i c n a r y   i n v e s t m e n t   p o l i c y ,  mak e c o n a n i c  manage- 
ment ,   and  a s h a r p   d e t e r l o r a t i o n   i n  t h e  t e rm of t r a d e ,   t h e   M a u r i t a n i a n  
e c o n u n y   i n c u r r e d   I n c r e a s i n g   i n t e r n a l   a n d   e x t e r n a l   I m b a l a n c e s  d u r i n g  t h e  
p e r i o d  1973-78. I n  add i t ion ,   be tween   1975   and   1978   Maur l t an ia  was i n v o l v e d  
i n  t h e  armed c o n f l i c t   o v e r  the Weste rn   Saha ra ,   wh ich   l ed  t o  a s h a r p   I n c r e a s e  
i n  g o v e r n m e n t   c u r r e n t   e x p e n d i t u r e s   a n d   t o   d i s r u p t i o n s   t o   t h e   m i n i n g  a n d  
s h i p o i n g  of i r o n  ore. As 8 result of these f a c t o r s ,   t h e   a r r e n t   a c c o u n t  
d e f A c i t  of t h e   b a l a n c e  of p a y n e n t s   ( b e f o r e   o f f i c i a l   g r a n t s )   r o s e  from t h e  
e q u i v a l e n t  of 2 per c e n t  of GDP i n  1973 to 40 p e r   c e n t   i n  1978. The sharp 
i n c r e a s e   i n   g o v e r n m e n t   e x p e n d i t u r e s   f o r   i n v e s t n r e n t   a n d   n a t i o n a l   d e f e n s e ,  
t o g e t h e r   w i t h  a slow growth  i n  g o v e r m e n t   r e v e n u e ,   c a u s e d  a s u b s t a n t i a l  
w i d e n i n g   i n   t h e   o v e r a l l  f iscal  d e f i c i t .  The i m p l i c a t i o n  of t k - s  growing 
f i n a n c i a l  gap for  pressures on danes t i e   re sources  and  on the b a l a n c e  of 
payments were masked to a c o n s i d e r a b l e   e x t e n t  by a l a r g e  i n f l o w  of e x t e r n a l  
g r a n t s  and c o n c e s s i o n a l  loans. However, t h e   L n c r e a s e d   f o r e i g n  borrowing 
caused t h e   l e v e l  of t h e   e x t e r n a l   i n d e b t e d n e s s  t o  Increase from 27 per c e n t  
of GDP i n  1971 t o  126 per c e o t   i n  1978,  uhile t h e   d e b t  service r a t i o   r o s e  
s h a r p l y  t o  35 +r c e n t ,   d e s p q t e   t h e   c o n c e s s i o n a l   n a t u r e  of most of t h e  
l o a n s   c o n t r a c t e d .  D e s p i t e  t h e   l a r g e   i n v e s t m e n t   e f f o r t ,   e s p e c i a l l y  for 
i n f r a s t r u c t u r e   a n d   i n d u e t r y ,   t h e  growth i n  r ea l  GDP was n e g l i g i b l e ,   w i t h  
most of t h e   i n c r e a s e   r e g i s t t r e d  i n  t h e   U v e s t o c k  and t h e   s e r v i c e   s e c t o r s .  



Fol lowing  a m i l i t a r y   c o u p   d ' g t a t   i n   J u l y  197R,   Maur i t an ia   g radua l ly   w i thd rew 
f r a n   t h e   c o n f l i c t   o v e r   t h e   W e s t e r n   S a h a r a  and  reached a formal  peace agree- 
ment i n  Augus t   1979 .   S imul t aneous ly ,   t he  new Government  undertook t o  
implemen t   va r ious   ad jus tmen t  measures t o   r e d r e s s   t h e   d i f f i c u l t  econanic 
a n d   f i n a n c i a l   s i t u a t i o n .  

2 .  An o v e r a l l   v i e w  o€ a d j u s t m e n t   e f f o r t s   d u r i n g   1 9 7 8 - 8 1  

S i n c e  mid-1978, thz   Maur i tan ian   Government   has   sought  to  redress t h e  
l a r g e   d a n e s t i c  and e x t e r n a l   i m b a l a n c e s  by p u r s u i n g   c o r r e c t i v e  policies i n  
the  f ramework  of   both a m e d i u m - t e r n   r e h a b i l i t a t i o n   p l a n   p r e p a r e d   w i t h  assis- 
t a n c e  from t he   Wor ld  Bank and c o n s e c u t i v e  short-tern p r o g r a m s   s u p p o r t e d   i n  
1978/79 by a l o a n   f r o m   t h e   T r u s t  Fun4 and   i n   1980-81  by a s t and-by   a r r ange -  
ment  which  ended i n  M a r c h   1 9 8 2 .   T h e   p r i n c i p a l   s t r a t e g y  of  t h e s e   a d j u s t m e n t  
programs was t o  r e s t r a i n   t h e   g r o w t h   o f   c o n s u m p t i o n   s e v e r e l y   w h i l e   s t i m u l a t -  
ing a n d   r e s t r u c t u r i n g   d o m e s t i c   s u p p l y .  T h i s  was to  be  achieved by: (1) 
a u h e r e n c e   t o   r e s t r a i n e d   w a g e ,   f i s c a l ,   a n d   m o n e t a r y  policies; ( 2 )  s t r u c t u r a l  
reform of t h e   p u b l i c   e n t e r p r i s e s   s e c t o r ,   t h e  banking sys t em,   and  tax admin- 
i s t r a t i o n ;  ( 3 )  b i l a t e r a l   r e n e g o L i a t i o n  of p a r t  of t h e   e x t e r n a l   d e b t   a n d  
s t r i c t  debt  management,  (4) r e s t r u c t u r i n g   t h e   f i s h i n g   , s e c t o r  and t h e   i n v e s t -  
ment p o l i c y ,  ( 5 )  and  maintenance of a n   e x c h a n g e   a n d   t r a d e   s y s t e m   v i r t u a l l y  
f r e e  of r e s t r i c t i o n s   t o g e t h e r   w i t h   t h e   a d o p t i o n  of a rea l i s t ic  exchange 
r a t e  pol icy .   These   p rograms  a l so   p rovided  for a n   i n c r e a s e   i n   p u b l i c   i n v e s t -  
ment t o  e x p a n d   p r o d u c t i o n   a n d   e x p o r t   c a p a c i t y   a n d   e n l a r g e   t h e   t r a n s p o r t a t i o n  
i n f r a s t r u c t u r e   s i n c e  a l a r g e  amount of e x t e r n a l   p r o j e c t   a i d   r e m a i n e d   a v a i l -  
a b l e  a t  c o n c e s s i o n a l  terns,  mainly fran A r a b   o i l - p r o d u c i n g   c o u n t r l e s  and 
t h e   P e o p l e ' s   R e p u b l i c  ot China. As n o n p t o j e c t   b u d g e t a r y   a i d  was e x p e c t e d  
t o   d e c l i n e ,   t h e   p r o g r a m s   a i m e d  a t  s u b s t a n t i a l l y   r e d u c i n g   t h e   h d g e t  and 
e x t e r n a l   c u r r e t l t   d e f i c i t s .  I t  a l s o  p r o v i d e d   t h a t ,   i n   t h e   e v e n t   e x t e r n a l  
b u d g e t a r y   a s s i s t a n c e   e x c e e d e d  a minimum f o r c c a s t   l e v e l ,   b a n k   c r e d i t  t o  t h e  
Government  would  be  reduced by a cor responding   amount  so t h a t   t h e  sum of 
such credit a n d   f o r e i g n  aid would conform t o   t h e   p r o g r a m   o b j e c t i v e  for  t h e  
budget  def l c i  t. 

F o l l o u i n g   i m p l e m e n t a t i o n  of most of t h e   a d j u s t m e n t  policies between 
1978  and  1981  and a s h a r p   r e c o v e r y   i n   p r o d u c t i o n   a n d   e x p o r t s ,  most of t h e  
p r o g r a m ' s   o b j e c t i v e s  were a c h i e v e d ,   a n d   t h e   p e r f o r m a n c e  c r i te r ia  u n d e r   t h e  
s tand-by   a r rangements  were met except  for two i n t e r i m  tes t  dates ( J u n e  30 
and  September 30, 1981).  However, d e s p i t e   i n i t i a l   s t e p s   t a k e n  by t h e  
a u t h o r i t i e s   d u r i n g   1 9 8 0 - 8 1 ,   t h e   i m p l e m e n t a t i o n  of a number of i m p o r t a n t  
s t r u c t u r a l  measures i n  the areas of t a x  a d m i n i s t r a t i o n ,   p u b l i c   e n t e r p r i s e s ,  
and   t he   banks  f e l l  short of e x p e c t a t i o n s .   I n   a d d i t i o n ,   w i t h   t h e   e x c e p t i o n  
of a 2 per c e n t   c o r r e c t i o n   i n   F e b r u a r y   1 9 8 2 ,   t h e   u n d e r s t a n d i n g   i n  respect 
of exchange r a t e  policy was n o t   c a r r i e d   o u t .  For t he   pe r iod   1978-81  as a 
w h o l e ,   t h e   r e d u c t i o n  in d a n e s t i c   a n d   e x t e r n a l   i m b a l a n c e s  resulted fran a 
s h a r p   r e c o v e r y  I n  produc t ion   and   expor t s   and  a s t a b i l i z a t i o n  i n  r e a l  con- 
sumpt ion   which   led  t o  a n   i n c r e a s e   i n   n a t i o n a l   s a v i n g s   ( T a b l e  1). I n  con- 
tract t o  a d e c l i n e  of 4 per c e n t   i n   1 9 7 8 ,  r ea l  GDP i s  off l c i a l l y   r e p o r t e d  
t o  have  expanded a t  a n   a n n u a l  r a t e  af 6 p e r   c e n t   d u r i n g  1979-81. On average, 
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t h e   h i g h e s t   g r o w t h  rates e r e  r e c o r d e d   i n  t h e  f i s h i n g   s e c t o r  ( 2 4  per c e n t  
p e r   a n r u m ) ;   t h e  rural sector ( 9  p e r   c e n t  per annum),   wi th   l ives tock   expand-  
i n g   s t e a d i l y  over t h e   p e r i o d   a n d  rereal  p r o d u c t i o n   i n c r e a s i n g  somewhat 
more m o d e r a t e l y ;   a n d   t h e   t e r t r a r y  ee2tor (4 p e r   c e n t  per annum). A f t e r  
t h e   c e s s a t i o n  of h o s t i l i t i e s ,   I r o n   o r e   o u t p u t   i n c r e a s e d  by 24 per c e n t   i n  
1979 t o  more n o r m e l   p r e v a r   l e v e l s   a n d   t h e n  was m a i n t a i n e d  a t  a l e v e l  of 
a b o u t   8 . 5   m i l l i o n   t o n s   d e e p i r e  weak w o r l d   d e n a n d   f o r   m i n e r a l s .  As nominal  
coneumpt ion   Inc reased  very l i t t l e  d u r i n g   t h e   p e r i o d   b e c a u s e  of v e r y  strict  
b u d g e t a r y   a n d   i n c o m e   p o l i c i e s ,  gross n a t f o n a l   s a v i n g s ,  as a p r o p o r t i o n  of 
GDP, moved fram a n e g a t i v e   r a t i o  of 13 pd* c e n t   i n   1 9 7 8   t o  a posit ive 
l e v e l   e q u i v a l e n t   t o  5 . 5  per c e n t   i n   1 9 8 1 .  At t h e  same time, t h e   s h a r e   o f  
gross c a p i t a l   f o r m a t i o n   i n   t o t a l  CDP I n c r e a s e d  ftan 27 per c e n t   i n   1 9 7 8  to  
38 per c e n t   i n  1981 f o l l o w i n g   t h e   i m p l e m e n t a t i o n  of gove rnmen t   p ro j ec t s  
i n   t h e   a r e a s  of m i n i n g ,   a g r i c u l t u r e ,   a n d   t r a n s p o r t a t i o n .  In s p i t e  of t b i s  
acceleration i n   i n v e s t m e n t ,   t h e   c u r r e n t   a c c o u n t   d e f i c i t  of t h e   b a l a n c e  of 
p a y m e n t s   ( b e f o r e   o f f i c i a l   g r a n t s  and n e t  of d e b t   r e l i e f ) ,   d e c l i n e d  from 40 
per c e n t  of GDP i n   1 9 8 0  to  3 3  per c e n t   i n   1 9 8 1 .   H o w e v e r ,   b e c a u s e  of t h e  
s h i f t  i n  t h e   c a n p o s i t i o n  of f o r e l g n   a s s i s t a n c e   t o w a r d   l o a n s ,   t h e  alrrent 
a c c o u n t   d e f i c i t ,   i n c l u d i n g   o f f i c i a l   g r a n t s ,   r o s e  from 1 4  per c e n t  ot CDP 
to  18 p e r   c e n t .  

a. F i s c a l   p e r f o r m a n c e  

U n d e r   t h e   f i n a n c i a l   p r o g r a s ,  t h e  o v e r a l l   b u d g e t   d e f i c i t   ( b e f o r e  
g r a n t s )  1/ vas t a r g e t e d  to  be  reduced  f rom UM 5.1 b i l l i o n  (19 per cent of 
CDP) i n   i s 7 9  to  UM 4 b i l l i o n   i n   1 9 8 0   a n d   t o  UM 3 b i l l i o n   i n   1 9 8 1   ( T a b l e s  2 
and 3 ) .  The  medium-term o b j e c t i v e  u a s  t o  eliminate t h i s   d e f i c i t  by  1984. 
On a budgetary  year basis, whlch iwludes a three-month  complementary 
p e r i o d ,   t h e   a c t u a l  budget d e f i c i t   d e c l i n e d   t o  UM 4.2 b i l l i o n  ( 1 4  per c e n t  
of GDP) i n  1980 and t o  UM 3 . 1   b i l l i o n  ( 9  p e r   c e n t  of GDP) i n  1981 2 / .  The 
d e v i a t i o n s   f r o m   t h e   p r o g r a m   t a r g e t s   r e s u l t e d   b a s i c a l l y   f r o m   s h o r t f z l l a   a n d  
l a g s  i n  g o v e r r c n e n t   r e v e n u e ,   r e f l e c t i n g   p a r t l y  a 106s of r o y a l t i e s   f r a u   t h e  
f i s h i n g   s e c t o r   a s R o c i a t e d   w i t h   t h e  new f i s h i n g   p o l i c y   a n d  a r e d u c t i o n  of 
t h e   t a x   b u r d e n   o n   m i n e r a l   p r o d u c t i o n ,   a n d  more impor t an t ly ,   w idesp read  
t a x   e x e m p t i o n s ,  tax e v a s i o n s ,   a n d   a d d n i s t r a t i v e  weaknesses i n   e n f o r c i n g  
t a x   c o l l e c t i o n s .  To ccmpensa te  for t h e s e  shortcomings, t h e   a u t h o r i t i e s  
k e p t   t o t a l   n o m i n a l   b u d g e t a r y   e x p e n d i t u r e   i n   1 9 7 9 - 8 1  a t  a l e v e l  belor* t h a t  
o f   1 9 7 8 ,   w i t h   r e d u c t i o n   i n   s e c u r i t y   o u t l a y s ,   g e n e r a l   e x p e n d i t u r e ,  and n e t  
l e n d i n g ,  a f r e e z e  on e x p e n d i t u r e   f o r  m t e r i a l s  a n d   s u p p l i e s ,   a n d  a s l i g h t  
i n c r e a s e   i n   e x p e n d i t u r e  for  c i v i l i a n   p e r s o n n e l .  The Larger - thawprogramed 
b u d g e t   d e f i c i t s  were f i n a n c e d   m a i n l y  by e x t e r n a l   b u d g e t a r y   a s s i s t a n c e   a n d  
by a small i n c r e a s e   i n   p a y m e n t s  arrears. Although lover t h a n   i n  1978-79, 
t h e   e x t e r n a l   a s s i e t a n c e  was abou t  twice t h e  minimum l e v e l  (UM 1 . 4   b i l l i o n )  
f o r e c a s t  i n  t h e   p r o g r a m .   T h e r e f o r e ,   t h e   a u t h o r i t i e s   l i m i t e d   n e t  rerourse 
t o  t h e   b a n k i n g   s y s t e m   t o   l e v e l s   w h i c h  were c o n s i s t e n t   v i t h   t h e   a d j u s t e d  
p r o g r a m   c e i l i n g s   ( T a b l e  2) .  

1/ The budget i n c l u d e s   a m o r t i z a t i o n  of e x t e r n a l   d e b t   h u t   e x r l u d e s   p u b l i c  
i G e s t m e n t   f i n a n c e d  by e x t e r n a l   r e s o u r c e s .  

2 /  On t h e   b a s i s  of mre comprehens ive  data o n   T r e a s u r y   o p e r a t i o n s ,   w h i c h  
were n o t   a v a i l a b l e   d u r i n g   p r e v i o u s   m i s s i o n s ,  I t  is now e s t i m a t e d   t h a t   t h e  
actual c a s h   d e f i c i t   o n  a c a l e n d a r - y e a r  basis o n l y   d e c l i n e d   f r a m  UM 5 b i l l i o n  
i n  1979 ( 1 9  per cent of CDP) LO UM 4.6 b i l l i o n   ( 1 5  per cent of GDP) i n  1980 
and  t o  UM 4.1 b i l l i o n   ( 1 2  per c e n t  of GDP) i n  1981. 
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T a b l e  2 .  H e u t i t a n i a :   E x e c u t i o n   o f   F i n a n c i a l   P r o g r a m s ,   1 9 7 8 - 8 1  

1978  A/ 1979  A/ 1980 - 2 /  1 3 8 1  2/ 

O v e r a l l  b u d g e t   d e f i c i t   b e f o r e   g r a n t s  41 

T a r g e t  3 08 
Outc me 5 09 

Ae a p e r c e n t a g e  of CDP 24 .2 

Net l n c r e a r e  in domcetic c r e d i t  

I n i t i a l  t a r g e t  23.1 
A d j u s t e d   t a r g e t  21 23.1 
Outc 0- 3.2 

Net I n c r e a s e  ' F  c r e d i t   t o   t h e   G o v e r n m e n t  

I n i t i a l   t a r g e t   9 9  00 
A d j u s t e d   t a r g e t  21 9 9  .o 
Ou tc ome -68.8 

C u r r e n t   a c c o u n t   d e f i c i t   b e f o r e   g r a n t s  

T a r g e t  k/ 17 6 
Outcane ,6/ 16 6 

As e p e r c e n t a g e  of GDP 39.6 

C u r r e n t   a c c o u n t   d e f i c i t  
n e t  of import8 r e l a t e d  t o  a i d  

T a r g e t  &/ " 

Outcome g/  81 
As a p e r c e n t a g e  of GDP 19.4 

O v e r a l l   b a l a n c e   o f   p a y m e n t s  

T a r g e t  -2 2 .o 

Ae a p e r c e n t a g e  of CDP -1.4 
Outcome I/ -5 07 

( In  b i l l i o n s  of Ut4) 

3 a 6  4 00 3 .o 
5 . 1  4.2 3.1 

18.7 13.8 9 . 1  

(Annual  rate of i n c r e a s e )  

16 .1  32 .1  22.2 
16 .1  18.6 15 - 9  

0.2 18 .O 15 - 8  

(Annual  rate of I n c r e a s e )  

2 5 . 0  303 .O 98.3 
2 5 . 0  151.1 52 -6  
71.0 86.3  43.2 

( I n   m i l l i o n s  of SDRs) 

25 5 192 27 1 
16 7 183  19 5 

36.6 36.2 32.7 

( I n   m i l l i o n s  of SDRs)  

" 56 6 1  
99  94 80 
21.7 18.5 13.4 

( I n  - m i l l i o n s  of SDRs) 

-10.0 -30.0 -18 -0 
18.9 -29.7 28.7 

4.1  -5 .9 4.8 

Source :  Data p r o v i d e d  by t h e   M a u r i t a n i a n   a u t h o r i t i e s ;   a n d   s t a f f  estimates. 

1/ F i n a n c i a l   p r o g r a m   s u p p o r t e d  by a l o a n  trom t h e  T r u s t  Fund and   adop ted  
In - Ju ly   1978   (TR/78 /40) .   A l though   t he  paogran e n d t d  on May 31, 1 9 7 9 ,  t h e  
a u t h o r i t i e e   c o n t i n u e d   t h e i r   a d j u s t m e n t  policies d u r i n g   t h e  w h o l e  of 1979. - 2/ Stand-by a r r a n g e m e n t   a p p r o v e d  in July  1980 (EBS/BU/154). - 3/  S t a n d - b y   a r r a n g m n t   a p p r o v e d  i n  June 1 9 8 1   ( E B S / 8 l / l l 8 ) .  
41 Oa budge t  year basis, and i n c l u d l a g   m a r t h a t i o n  of e x t e r n a l   d e b t .  x/ A d j u e t e d  for t h e  amomat o€ e x t e r n a l  a i d  i n  excess of UM 1 . 4   b i l l t o n .  
6/ Excluding d e b t  service paymen t s   r e schedu led .  - T/ Xncludiw change la external paymate arrears. 
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Table 3 .  MuurLtanLu. P o l i r y  Meaeuree Under t h e  1980-61 Ftand-By  Program P. ' ,~ tus ~ j f  Implelwntat lon 

__ "" 4 """""" ""~"""""""""~ """-_I"_ "" """"" - " " _  _ _ "  
1980-dl Program S t a t u s  o f  lmplementrr  Lon """""""_ - """ - """" - -"""" " """"_ " - 

1. Fiscal  measures 

a .  No gene ra l   t n r r eaee   In   vases  

b. No new r e r r u l t m n t   e x c e p t   f o r   t e r t a i n   e s e e n t l a l  
. S ? T V ~ P ~ S  and s t u d e n t s   r r t u r n l l g  from  abroad 

C .  Revi9,on of tax rode 

d .  Redurt toll of tax  exempt Lons 

e .  Improvement of t a x  n d m t ? l s t r a t i o n  

f .  Taxpayerr'  censum t o  en large  tax base 

2 .  Monetary  measures 

a .   I n r r e a s e  i n  i n t e r e s t   r a t e s  by 1-3 
per ren teae   po ln t s  

b. L i m i t 9  on c red i t   expans ion  t o  both the p r t v a t e  
sertor  and  Covernnent 

r .  Gradual  redurt   ton of t h e  hanky' outb taading  short- 
t e rm  fo re ign   L leb t l i t l ea  

d .  R e e t r u r t u r t n g  of t h e   r o l s r r r i a l   b a n k l n g  
sys t ea 

3 .  Public e n t e r p r i r e s  

a.  R e s t r u r t u r l n g  of SNLY 

b. Prlre and t a r l f f   a d j u e t m n t e  

C .  Reductton i n  oprrcrtlng  expenses 

4. External  mector me!anures 

a.  Limi ta t ion  ro  US$30 m l l l l o n  i n  1980 and IJS$40 m i l l t o n  
Ln 1981 on new borroving of nonconreaeLona1  ndture 

b. C o r r e r t l o n  of the   sharp   e f ie re  Lve a p p r e c i a t i o n  
of the  ougutya l n  1981 

e .  A r e v i s i o n  ut t h e  system CJI dr t e rmin lng   t he  
exrhange  ra te  

d.  Complete e l t n i n a t  Lon of r e r t a i n  i m p a r t  rc- 
atr ir t ione  by t h e  end of t h e  program  period 

Irnplemellred 

A new t a x  rode  promulgated 11 I Y H ?  

Not Lmplemented 

L t m l t e d  progress  

Censtra ranple ted  but \bot lmplrrnen'ed 

dot Lmplmenrcd 

L l m l  red proyreua 

Implcrncnted 

T a r i f f  AdjubtlIEntS fur   water  A n d  
r l e r t r t r i t y  and uharf Jervir  c s  

Shdrp  pr ice   Inr redses   fur   baa lc  
~ m m d t r t e u  so ld  by S O N 3 E X  

Implrmnted  In  t h e  caee of SONlt l lY 
Llntred progreas   f run   o the r  p u b l l r  

e n t e r p r l s e e  

Implemented 

Only l i m i  red r n r r e r t l o n  ( 2  per 
r e n t )  rhus f d r  

A rev leu  Y ~ L .  undert a h n  I n  Apri l  
1982, but  110 s t e p s  have been 
taken for tbJplanrnt  art ton of 
n r r e s s a r y  changes 

Implenmnred 
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b. Monetary policy 

R e f l e c t i n g   t h e   l c w e r t h a r r p t o g r a r ~ e d  bank f i n a n c i n g  of the   Coverr rner t  
and the strict  c o n t r o l  on t h e   g r o w t h   o f   c r e d i t  to  the   economy,  t o t a l  do- 
mestic credit was k e p t  w i t h i n  the q u a r t e r l y   c e l l i n g e  for 1980. Dur ing  
part of 1 9 8 1 ,   c r e d i t  t o  t h e   G o v e r n n e n t   t e m p o r a r i l y   e x c e e d e d   t h e  ce i l i nge  
because  of c o n s i d e r a b l e   d e l a y s   i n   t h e   d i s b u r s e m e n t  of e x t e r l l a l   a i d .   W i t h  
t h e   l a r g e   i n f l o w  of foreign a i d   i n   t h e  last quarter ,  credit to the   Govern-  
ment was r e d u c e d   t o  below t h e   c e i l i n g  f o r  December  1981,  and  payments 
arrears, which   had   been   accumula t ed   du r ing   t he  f i r s t  n ine   mon ths  of t h e  
y e a r ,  were s e t t l e d .   C r e d i t   t o   t h e   e c o n a n y ,   u h i c h   e l s o   I n c r e a s e d  mre t h a n  
e n v i e a g e d   d u r i n g   t h e   f i r s t   n i n e   m n t h s   o f  198i, vas s h a r p l y   r e d u c e d   d u r i n g  
t h e  last q u a r t e r  of t h e   y e a r  as a result of a r a p i d   c o l l e c t i o n  of o u t s t a n d -  
ing claima a n d   t h e   s e t t l e r a e n t  of p a y r e n t s   a r r e a r s  by the   Government .  For 
t h e   y e a r   a s  a v h o l e ,  t o t a l  d a n e s t i c   c r e d i t   e x p a n d e d  by 1 6  per cent   and  wae 
m a r g i n a l l y  less t h e n   t h e   c e i l i n g  for December  1981. AB f o r e i g n   a s s e t s  of 
t h e  banking system i n c r e a s e d ,   i n s t e a d  of d e c l d n i w   a e   e n v i s a g e d ,  broad 
money grew by almost 33 per c e n t  ir. 1981 (21 per c e n t   i n  1980). 

C. S t r u c t u r a l   r e f o r m s  

The t i g h t e r   f i s c a l   p o l i c y   a n d  t h e  m o d e r a t e   c r e d i t   s t a n c e   w e r e   a c c m -  
panied  by measures   t o   improve   t he   f i nanc ia l   pe r fo rmence  of t h e   p u b l i c  
e n t e r p r i s e   s e c t o r   a n d   t o   s t r e n g t h e n   t h e   b a n k i n g  systm. To f a c i l i t a t e  
t h e   e x p a n s i o n   i n   m i n i n g  capaci ty  a n d   t h e   f i n a n c i n g  of a new p r o j e c t ,   t h e  
na t iona l   min ing   caupany (SNlM) was r e s t r u c t u r e d ,   w i t h   W o r l d  Bank a s 8 i 8 t a n c e D  
a n d   i t e   f i n a n c i a l   p o s i t i o n   h a s   b e e n   s t r e n g t h e n e d   t h r o u g h   a n   i n c r e a s e   i n   t h e  
e q u i t y   c a p i t a l  (mostly f o r e i g n   s h a r e h o l d e r s ) ,   a d d i t i o n a l  tax exemptions,  
l i q u i d a t i o n  of debt   due  by t h e   G o v e r n m e n t ,   a n d   t h e   d i v e s t i t u r e  of u n p r o f l t -  
a b l e   a c t i v i t i e s .   E f f o r t s  were also made t o   r e d u c e   t h e  operatirlg d e f i c l t s  
of o t h e r   p u b l i c   e n t e r p r i s e s   a n d  to  i m p r o v e   t h e i r   f i n a n c i a l   s t r u c t u r e .  To 
t h a t  end, o f f i c i a l   r e t a i l   p r i c e s  for b a s i c   f o o d s t u f f 6  and p u b l i c   u t i l i t i e s  
were r a i s e d   s u b s t a n t i a l l y   d u r i n g  1980-81. N e v e r t h e l e s s ,   m o s t   s t a t e  enter- 
p r i s e s   c o n t i r u e d  t o  incur s u b s t a n t l a l  losses, due primarily t o   i n e f f i c i e n t  
management, w o r n o u t   q u i p m e n t ,   o v e r s t a f f i n g ,   a n d   a n   a c c u m u l a t i o n  of unpaid  
b i l l s  due frcm cus tomers .   Wi th   r ega rd  t o  t h e  canmercial banking s y s t e m  
some of t he   r ecommenda t ions   o f f e red  by a Fund t e c h n i c a l   a s s i s t a n c e   m i s s i o n  
I n  e a r l y  1980 were implemented.  However, major d i f f i c u l t i e s   c o n t i m e d   t o  
be e n c o u n t e r e d   i n   o b t a i n i n g   r e p a y m n t   a n d  service of l o a n s   e x t e n d e d  &cause 
of t h e  weak f i n a n c i a l   s i t u a t i o n  of most  of t h e   e n t e r p r i s e s ,  poor p r o s p e c t s  
for r e c o v e r l n g   d e l i n q u e n t   l o a n s ,   a n d  t h e  a c c u m u l a t i o n  of a r r e a r s  by t h e  
G o v e r r m e n t .   I n   a d d i t i o n ,  a few banks   have   accumula ted   l a rge   amounts  of 
o v e r d u e   e x t e r n a l   t r a d e  credits which  cannot be r e p a i d   b e c a u s e  of l a c k  of 
l i q u i d i t y  by t h e  banks or t h e   i m p o r t e r s .  
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d .   Balance   o f   payments  

E v e n   a f t e r  a number of c c r r e c t i o n s   t o  off  i.*ial p u b l i s h e d  data,  
M a u r i t a n i a ' s   b a l a n c e  of p a y m r r t e   p e r f o r m n c e  was s i g n i f i c a l t l y  mre 
f a v o r a b l e   t h a n   f o r e s e e n   u n d e r   t h e   p r o g r e m e .   T h e   c u r r e n t   a c c a u n t   d e f i c i t  
b e f o r e   o f f i c i a l   g r a n t s ,   w h i c h  was p r o j e c t e d  to i n c r e a s e   s u b s t a n t i a l l y   i n  
c o n n e c t i o n   w i t h   t h e   a b o v e m e n t i a n e d   i n v e s t m e n t   p r o j e r t s ,   r e m a i n e d  lower 
t h a n   t a r g e t e d   a n d ,  as a p r o p o r t i o n   o f  GDP, d e c l i n e d   f r o m  37 per c e n t   i n  
1979 t o  3 3   p e r   c e n t   i n  1981. Exc lud ing  imports o f   goods   and   s e rv i ces  
f i n a n c e d   b y   g r a n t s   a n d   t h o s e   r e l a t e d  to  i n v e s t l r m n t   d i r e c t l y   f i n a n c e d   f r o m  
a b r o a d ,   r e s c h e d u l e d   i n t e r e s t   p a y m e n t s ,   a n d   f o r e i g n   t e c h n i r a l   a s s i s t a n c e ,  
t h e   c u r r e n t   a c c o u n t   d e f i c i t  was reduced   f rom 2 2  per c e n t  of GDP i n  1979 t o  
18 p e r   c e n t   i n  1980 and 13 per c e n t   i n  1981. Over t h e   p e r i o d   1 9 7 9 - 8 1  
e x p o r t   e a r n i n g s   ( i n   t e r m s  of SDRs) -re t h a n   d o u b l e d  as a r e s u l t  of a 
f i v e f o l d   i n c r e a s e   i n   t h e  volume of f i s h  exports and h i g h e r   p r i c e s  for i r o n  
ore. D u r i n g   t h e  same p e r i o d  Import p a y m e n t s   o t h e r   t h a n   t h o s e   d i r e c t l y  
f i n n n r e d   f r a n   a b r o a d  rose a t  a n   a n n u a l   a v e r a g e  ra te  of 11 per c e n t ,  owing 
p r l m a r i l y  to an i n c r e a s e   i n   p e t r o l e u m   p r o d u c t s ,   f o o d s t u f f s   a n d   c h a r t e r i n g  
o f  f i s h i n g  b o a t s .   A l t h o u g h   o f f i c i a l   t r a n s f e r s   d e c l i n e d  by about o n e   f o u r t h ,  
t h e   c u r r e n t   a c c o u n t   d e f i c i t  was f u l l y   f i n a n c e d   b y   a n   i n c r e a e e   i n   o f f i c i a l  
c a p i t a l   i n f l o w s ,   i n c l u d i n g   d e b t   r e l i e f   o b t a i n e d  a d  e q u i t y   c a p i t a l   s u b s c r i r  
t i o n s  t o  SNIM. I n   a d d i t i o n ,   t h e r e  wae a n e t   i n c r e a s e  of SDR 1 5 . 5   m i l l i o n  
i n  n e t   f o r e i g n  assets of t h e  banking sys t em  and  a CDR 2 .4 m i l l i o n   r e d u c t i o n  
i n   e x t e r n a l   p a y m e n t s  arrears.  W i t h   a n   i n c r e a s e   i n   s h o r t - t e r m   o f f i c i a l  
d e p o s i t s   w i t h   t h e   C e n t r a l  Bank, M a u r i t a n i a ' s  gross i n t e r n a t i o n a l   r e s e r v e s  
rose t o  SDR 152 m i l l i o n  a t  t h e   e n d   o f  December 1981,  when t h e y  were equi -  
v a l e n t  t o  5 . 6  months of 1981 i m p o r t s .  

R e f l e c t i n g  a c o n t i n u i n g   r a p i d   r a t e  of borrowing  between  1978  and 1981, 
M a u r i t a n i a ' s   o u t s t a n d i n g   e x t e r n a l   p u b l i c   d e b t   ( i n c l u d i n g  short-term c r e d i t s  
a n d   r e p u r c h a s e   o b l i g a t i o n e  to  the   Fund)  rose by more t h a n   o n e   t h i r d   t o  
US$914 m i l l i o n  by end-1981  and  was e q u i v a l e n t  to  132 per c e n t  of CDP.  As 
most  of t h e   i n c r e a s e  i n  e x t e r n a l   i n d e b t e d n e s s   r e p r e s e n t e d   l o a n s  a t  v e r y  
c o n c e s s i o n a r y  ierme from Arab o i l - p r o d u c i n g   c o u n t r i e s   a n d   i n t e r n a t i o n a l  
o r g a n i z a t i o n s ,   t h e   p r o f i l e   a n d   t h e   s t r u c t u r e  of t h e   d e b t  a r e  r e l a t i v e l y  
f a v o r a b l e ,   t h e   a v e r a g e   m a t u r i t y   p e r i o d  i s  21 y e a r s ,   t h e   a v e r a g e   i n t e r e s t  
r a t e  i s  3 p e r   c e n t ,   a n d   t h e   g r a n t   e l e m e n t  i s  4 8   p e r   c e n t .   N e v e r t h e l e s s ,  
a6 a consequence  of t h e   s h e e r   s i z e  o€ t h e   e x t e r n a l   d e b t ,   s c h e d u l e d   d e b t  
service payments were n o t   f e a s i b l e   i n  1980-81, a n d   M a u r i t a n i a   o b t a i n e d  
s u b s t a n t i a l   d e b t   r e l i e f   t h r o u g h   b i l a t e r a l   r e n e g o t i a t i o n s .  As a r t s u l t ,  
t h e  ac tua l  d e b t   s e r v i c e   a s  a r a t i o  of w p o r t s  of goods and s e r r i c e s  r m s  
l i m i t e d  to 16.5 per r e n t   i n  1980 a n d  to  20.3 per r e n t  i n  1981. 4 t  t '  
e n d   o f   1 9 8 1   e x t e r n a l   a r r e a r s  i n  r e s p e c t  of d e b t  servicz payments am0 $ted 
t o  SDR 2 0  m i l l i o n .   I n  1981 M a u r i t a n i a  made t h e   f i n a l   c o r n p e n a a t i o n  p&] m?nt 
t o  t h e  former s h a r e h o l d e r s  of t h e  n a t i o n a l i z e d  iron m i n e   ( w h i c h   t o t a l e d  
USS90 m i l l i o n   d u r i n g   1 9 7 5 - 8 1 ) .  



Since JsnuRry 1974, when t h e  peg wi th  t h e  F r e n c h   f r a n c  was s e v e r e d ,  
t h e  eschengc  rate of t h e  mgulya has b e e n   d e t e m i n e d  o n  t h e  b e l s  of a 
f i x e d  r e l a t i o w h i p  d t h  a b s e k e t  ~i currencies. Afcer May 1 9 7 7  t h e   m i n  
o b j e c t i v e  had been  to  stabilize t b t   e x c h a n g e  * a t e  of t h e  ouguiya v i s - a - v i s  
t h e  U.S. d o l l a r ,   t h e   c c r r e n c ' y  In which most of the country's export6 a n d  
c a p i t a l  t r  r n s a r t l o n e  are dcnminated.  To t h a t  end , t h e   s h a r e  of t h e   d o l l a r  
i n   t h e   c u r   - e n c y   b a e k e t  was g r a d u a l l y   i n c l e a s e d  from 20 , x r  c e n t  duril lg  
1974-77 to  72 per cent, h l l e  t h e   s h a r e  of t h e   F r e n c h   f r a n r  vas  reduced 
from 33 per cent t o  20  per cent. As a reeul t  of t h e s e   c h a n g e s   a n d  move- 
m e n t e   i n   f o r e i g n   e x c h a n g e   m a r k e t s  abroad, d u r i n g   1 9 7 8 - 8 0   t h e   o u g u i y a  ra te  
r e m a i n e d   v i r t u a l l y   u n c h a n g e d   r e l a t i v e  t o  the U.S. d o l l a r  w h i l e   d e p r e c i a t -  
t i -  r e l a t i v e  t o  t h e  currenclee of M a u r i t a n i a ' s   p r i n c i p a l   t r a d i n g   p a r t n e r e ,  
especial ly  F r a n c e ,   S e n e g a l ,   a n d  S p a i n .  The  impor t -weighted   nominal   index  
of the  ouguiya  showed a c u m u l a t i v e   d e p r e c i a t i o n  of 1 4  per c e n t   b e t w e e n  
1977  and 1980. W i t h   t h e   s t r e n g t h e n i n g  of t h e  U.S. d o l l a r   b e g i n n i n g   i n  
O r t o b e r  1980 a n d   t h e   s u b s e q u e n t   w e a k e n i n g  of t h e   F r e n c h  franc b e g i n n i n e   i n  
A p r i l  1981, t h e   t r e d e - w e i g h t e d   n o m i n a l   i n d e x   a p p r e c i a t e d  by 20 per r e n t   i n  
1981  and by a n   a d d l t  i o n d  9 p e r  celrt d u r i n g   t h e  f l r s t  t e n   m o n t h s  of 1982 . 
I n  tern of t h e   F r e n c h   f r a n c   a n d   t h e  CFA f r a n c ,   w h i c h   a r e   t h e   c u r r e n c i e e  
r e l e v a n t  €or a b o u t   h a l f  of o f f i c i a l  rrede, t h e  o u g u i y a   a p p r e c i a t e d  by 30 
per c e n t   o v e r   t h e  last two years. When t h e   f i n a n c i a l   p r o g r a m   f o r  1981 was 
p r e p a r e d   i n   e a r l y  1981, t h e   a u t h o r i t i e s  indicated t h a t   t h e y  would take 
s t e p s  t o   c o r r e c t   t h e   a p p r e c i a t i o n   t h a t   h a d   a l r e a d y   t a k e n   p l a c e   d u r i n g   t h e  
f i r e t  q u a r t e r  of 1981 a n d   t o  revise t h e  weights and c c m p o o i t i o n  of t h e  
c u r r e n c y   b a e k e t  i n  o r d e r   t o   e n s u r e  a g r e a t e r   s t a b i l i t y   i n   t h e   e f f e c t i v e  
exchange  rate. However, a s  i n d t c a t e d   a b o v e ,   t h e s e   I n t e n t i o n s  =re not 
e f f e c t e d .  

111. Report o n   t h e   D i e c u s s i o n s  

T h e   c o n e u l t a t i o n   d i e c u s s i o n s  sere conduc ted  I n  conjunct i o n   w i t h  
e x p l o r e t o r y   d i e c u s s i o n s   o n  a cclmprehenelve new a d j u s m e n t   p r o g r a n ,   w h i c h  
t h e   M a u r l t j l n i a n   a u t h o r i t i e s  hoped c o u l d  be s u p p o r t e d  by u s e  of Fund re- 
s o u r c e s  i n  t h e  near f u t u r e .   T h e   d i s c u s e l o n e   f o r u s e d  c n  t h e   g e n e r a l   d e v e -  
l o p m e n t s   a n d  policies i n  1982 and on t h e  s h o r t -  and medium-term  adjustnrent 
p o l i c i e s   r e q u i r e d  to e t i m u l a t e   d a n e s t i c   a u p p l y   a n d   f u r t h e r   r e d u c e  
M a u r i t a n i a ' s  l a r g e  economic a n d   f i c a n c i a l   I m b a l a n c e s .   T h e y  took place a t  
a time when a serious d e t e r i o r a t i o n  was b e i n g   e x p e r i e n c e d   I n   1 9 8 2 ,   a n d  
when t h e   m a i n  pol ie iee  for 1983 had   no t   ye t  b e e n  f o r m u l a t e d .  

1. O v e r a l l   e c o n o m i c   a c t i v i t y   I n  1982 

Overa l l   e conomic   g rowth  i s  e s t i m a t e d  t o  have   s lowed   dwn  from 9 p e r  
c e n t   i n  1981 t o   a b o u t  4 per cent  in 1902.  T h e  growth in t h e  t r a d i t l o n a l  
rural s e c t o r  was e x p e c t e d   t o  remain r e l a t i v e l y  high because  of a good 
a g r i c u l t u r a l   h a r v e s t  in 1 9 8 1 / 8 2   a n d   c o n t i n u e d   r a p i d   e x p a n s t o n  in l i v e c t o c k  
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produc t ion   i nduced  by f a v o r a b l e   e a t h e r   c o n d i t i o n s .  A c t i v i t y  i n   t h e   a l r e a d y  
large trade a n d   d i s t r i b u t i o n   s e c t o r  wae a l s o  e x p e c t e d  t o  r m a i n   t u o y u n t .  
Theee rectors, however,  arc l a r g e l y   o u t e i d e   g o v e r n m e n t   c o n t r o l   a n d  do n o t  
c o n t r i b u t e  t o  o f f i c i a l   e x p o r t   a n d  tax revenues  By c o n t r a s t ,  a d e c l i n e  
was e x p e c t e d  i n  t h e   m d e r n   s e c t o r  of t h e  economy, whit-h accounts f o r   a b o u t  
o n e   t h i r d  of CDP. The   expor t  of i r o n   o r e ,   w h i c h   h a d   t h u s   f a r   p e r f o m e d  
r e l a t i v e l y  well deep i t e   eha rp ly   r educed   wor ld   demand ,  vas p r o j e c t e d   t o  
d e c l i n e  by 10 p e r   c e n t  a s  a result of a f u r t h e r  weckening i n  s teel  produr-  
ti0 * i n   i n d u s t r i a l   c o u n t r i e s .  After i m p r e s s i v e   g r o w t h   i n   1 9 8 1 ,   f i s h   p r o d u c -  
t i o n   w o u l d   s t a g n a t e  a t  b e s t   b e c a u s e  of t h e   d i f f l c u l t i e e   e n c o u n t e r e d   i n  
e n f o r c i n g   t h e  new n a t i o n a l   f i s h i n g   p o l i c y ,   i n   p a r t i c u l a r   c o n t r o l l i n g  i l l i c i t  
f i r h i n g  by foreign v e s e e l e  i n  terr i tor ia l  waters a n d   p r e v e n t i n g   M a u r i t a n i a n  
v e a e e l s   f r o m   e e l l i n g  part of t h e i r   c a t c h  i l l e g a l l y  t o   t h e   n e a r b y  "%nary 
I e l a n d e .   L e n g t h y   e l e c t r i c i t y   s t o p p a g e s   d u r i n g  par t  of t h e   y e a r ,   t o g e r h e r  
w i t h   i n c r e a s e d   r o m p e t i t i o n  from i m p v r t s ,   r a u s e d  a f a l l i n g - o f f  of p r o d u c t i o n  
i n  M a u r i t a n i a ' e   m a n u f e c t u r i q  sector .  On t h e  o t h e r   h a n d ,   g r o s s   c a p i t a l  
f o r m a t i o n  was p r o j e c t e d   t o   e x p a n d   f u r t b z r   i n   c o n n e c t i o n   w i t h   t h e  accelera- 
t i o n   i n   t h e   i m p l e m e n t a t i o n  of  a large p r o j e c t   t o   i n r r e a s e   t h e   p r o d u c t f q n  
of i r o n  ore ( t h e   G u e l b e   p r o j e c t )   a n d   c o n t i n u e d  large o u t l a y s  for the   . sh-  
ing sec to r  and a d e e p  sea p o r t .  

A f t e r   f o u r   y e a r e  of modest  wage i n r r e a e e e   a n d  lcrv r a t e s  of i n f l a t i o n ,  
i n   J a n u a r y   1 9 8 2   t h e  minimum  wage for u n s k i l l e d   l a b o r  (SMIG) was i n c r e a s e d  
by 2 5  p e r   c e n t   a n d   t h e  wage b i l l   f o r  c i v i l  e e m e n t e  by ? p e r   c e n t .  There 
l e  n o   f u l l y   a d e q u a t e   i n d i c a t o r  t o  m a s u r e   d o m e e t i c   C n f l a t i o n   i n   K a u r i t a n i a .  
H o w e v e r ,   r e f l e c t i n g  a n  adequa te   pupp ly  of b a s i c   f o o d s t u f f s  and r o n t i r u e d  
p r i c e   control^, t h e   i n r r e a a e  i n  r e c o r d e d   c o n e u c w r   p r i c e s  for low-income 
g r a  , s has   remained   modera te   in   1982.  By c o n t r a s t ,   t h e   i n r r e a s e  i n  t h e  
p r i c e   i n d e x  for European-type  goode, mostly impor ted ,  has c o n t i n u e d   t o   b e  
r a p i d   ( 1 2   p e r   c e n t )   i n  1982 d e s p i t e  a f u r t h e r   a p p r e c i a t i o n  of the   ouguiya .  

2. Economic  and  development  polic,ea 

a P l a n n i n g  

The   econmic   and   deve lopmen t  po l ic ies ,  tog6 t h e r  w i t h  t h e   I n v e s t m e n t  
program for t h e  period 1981-85, a r e  embodied i n  a r e c e n t l y   a d o p t e d   d e v e l o p -  
ment   plan.  To restore a v i a b l e   m e d i u m - t e r n   b e l a n r e  of paymen t s   equ i l ib r ium,  
t h e   M a u r i t a n i a n   G o v e r n m n t  i s  g i v i n g   t h e   h i g h e s t   p r l o r i t y   t o   d e v e l o p i n g  
f u r t h e r   m i n e r a l ,   f i s h i n g ,   a n d   a g r i c u l t u r a l   r e s o u r r e s ,   a n d   t o   e x p a n d i n g   t h e  
c o u n t r y ' s   n a r r o w   t r a n s p o r t a t i o n   i n f r a s t r u c t u r e .   T h e   a u t h o r i t i e e  a l s o  
intend t o  i n t e n s i f y   t h e i r   e f f o r t s   t o   r e h a b i l i t a t e  the public  e n t e r p r i s e  
s e c t o r   a n d  w i t h  a e s i s t a n r e  €rum some f r i e n d l y   A r a b  rount r ie? ,  t o  react l v a t e  
some i n d u s t r i a l   p l a n t s ,   i n r l u d i n g  an o i l  ref i n e r y  and a sugar ref lnery ,  
which were c o m p l e t e d   i n   r e c e n t   y e a r s  but could n o t   e n t e r   i n t o   p r o d u c t i o n  
becauee  of t e c h n i c a l  and f i n a n c i a l   d i f f i c u l t i e s .  For t h e   p e t t o d  1981-85 
t h e   p l a n   e n v i s a g e s  an i n v e s t m e n t  tdrget of Un 89.2 b i l l i o n  a t  1 9 8 0   p r i c e s  
(USS1.8 b i l l f o n ) ,   a n  amount s u b s t a n t l a l l y   h i g h e r   t h a n  t h a t  r e a l i z e d   d u r i n g  
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t h e   p e r i o d   1 9 / 6 - 8 0 .  Moat of t h e   4 n v e s t m e n t  will b e   e f f e c t e d  by p u b l i c  
c n t c r p r i s c e  and t h e   C o v e r m e n t  a ~ u  will be a l l o c . a t a d  t o  p n d u c t i v e   a e c t o r e ,  
w i th   emphas i s   g iven  t o  min ing  ( 3 3  per c e n t ) ,   a g r i c u l t u r e  ( 2 2  per c e n t ) ,   a n d  
i n d u s t r y  (9 p e r   c e n t ) .   T h e  ranainder will  be d l e t r t b u t e d  ilmong soc ia l  l n f r a -  
e t r u c t u r e ,   p u b l i r   u t i l i t i e s ,   a n d   h o u s i w .   T h e   M a u r l t a n i e n   r e p r e s e n t a t i v e s  
s t a t e d   t h a t   a b o u t   h a l f  of f o r e i g n   f i n a n c i n g   r e q u i r e d  had a l r e a d y   b e e n   c a n m i t t e d  
i n   t h e  f o m  of grants or c o n c e e s i o n a l   l o a n s .  

Whi l e   a rknowledg ing   t he   need   t o   expand   i nvce tmen t  t o  i n c r e a s e  
M a u r i t a n i a ' s   p r o d u c t i o n   a n d   r e d u c e  economlr dependency on f o r e i g n   a i d ,  
t h e  e t a f f  e x p r e s s e d  some resenretione about t h e   o v e r a l l  size of t h e  invest- 
ment target  for t h e  period 1 9 8 1 - 8 5 ,   e a p e c i a l l y   i n   v i e w  of t h e   r e q u i r e d  
l e v e l s  of e x t e r n a l   a n d   d m e e t l c   f i n a n c i n g .   W i t h   t h e   e x c e p t i o n  of t h e  
l a r g e   m i n i n g   p r o j e c t  now u n d e r  way, t h e   i m p l e m n t a t l o n  of o t h e r   p r o j e c t s  
was l i k e l y   t o  be hampered by a d m i n i s t r a t i v e   a n d   f i n a n c i a l   c o n e t r e i n t s ,  
c o n s t r u c t i o n   b o t t l e n e c k e ,   a n d  shortage  of s k i l l e d  labor.  The  miee lon  also  
commented  on t h e  f a c t  t h a t   t h e   i m p r e s e i v e   i n v e s t m e n t   e f f o r t   i n   t h e  1970s 
had n o t ,  as  a c k n o w l e d g e d   p r e v i o u s l y  by t h e   a u t h o r l t l e a ,   b e e n   a c c o m p a n i e d  
by cunmeneura t e  growth i n   q r i c u l t u r a l  and i n d u s t r i a l   p r o d u c t l o n .  Ir. 
t h a t   c o n t e x t ,   t h e   s t a f f   s t r e s s e d   t h e   n e e d   t o   i m p r o v e   p r o c e d u r e s  t o  e v a l u a t e  
p r o j e c t s  BO a s  t o   e n s u r e  an a d e q u a t e  ra te  of eronanir r e t u r n  and a n   o r d e r l y  
p a r e  of i m p l e m e n t a t i o n .   T h e   e t a f f  added t h a t   p r i m e   c o n s i d e r a t i o n   s h o u l d  
a l s o  be g i v e n   t o   e f f i c l e n t   m a n a g e m e n t  of e x i s t i n g  and f u t u r e   i n v e s t m e n t s ,  
a d e q u a t e   p r o v i s i o n  for recurrent c o a t s ,   a n d   a p p r o p r i a t e   p r i c e  p l i c i e e .  
The  need t o  e n c o u r a e e  ma l l e r - sce l e  projects which  would a t t r a c t  p r i v a t e  
M a L r i t a n i a n   c a p i t a l  was a l s o   m n t i o n e d   i n   t h e   d i s c u s s i o n s .   I n   c o n c l u d i n g  
b h e   d i s c u e a i o n s   o n   t h e   L n v e e t m e n t   p o l i c y ,   t h e   s t a f f   s u g g e s t e d  a more 
t e a l i e t i c  Fro8rarnin.g of i n v e e t m e n t e   a n d   t h e i r   f i n a n c i n g  so as  to  a l l o w   a n  
o v e r a l l   a 8 e e 8 s m e n t  of t b e i r  medium-tern  lrnpect o n  t h e   h r d g e t ,   t h e   b a l a n c e  
of p a y m e n t s   a n d   t h e   e x t e r n a l  debt s e r v l c i n g .  The M a u r i t a n i a n   a u t h o r i t i e s  
a r e  prec len t ly  undertaking t h i s  reviev w i t h   t e c h n i c a l   a s s i s t a n c e  from t h e  
World Yank. 

The g o v e r m e n t   p r o j e c t   ( t h e   G u e l t e )  t o  ra i se  p r o d u c t i o n   r a p a c i t y  of 
i r o n   o r e   f r o m   a b o u t  10 m i l  l i o n  tons t o   a b o u t  14 m i l l i o n  tone b:. mid-1984 
IS p r o c e e d i n g  as  s c h e d r r l e d .   T h i e   p r o j e c t  will g r a d u a l l y   e x p l o i t  nev l a r g e  
d e p o s i t e  of low-grade i c o n  . re as t h e   r e s e r v e s  of an o l d  mine are  d e p l e t e d .  
Ae t h e   t r a n s p o r t a t i o n  and p r o c e s s l n g  f a c i l i t i e s  of the p r e s e n t   m i n e  will 
b e   u s e d ,   t h e  cost  of t h e   p r o j e c t   h a s   b e e n   l i m i t e d   t o  US$433 m i l l i o n ,  of 
which USS60 mil l i o n   w o u l d  be f i n a n r e d  by t h e   N a t l o n a l   M i n i n g  Company (SNIM).  
I n  1983-84 t h e  Covernnrent   plans,   wi th  Arab i n v e s t m n t ,  to regpen  t h e  f a c i -  
l i t i e s  of t h e   c o p p e r   m i n e  to  e x t r a c t  and process s u l f u r o u s   C o p p e r ,  a s  t h e  
ox1c.e copper d e p o s i t  b e r a r  d e p l e t e d  i n  1978. The  Government h a p s  t h a t ,  
w i t h   t h e   e x p l o i t a t i o n  of new l a y e r s  and t h e   u s e  of e n e t g y - s a v i n g   t z c h n o l o g y ,  
copper   min ing   would   be   p rof i  teble a n d   r r o d u c t i o n   c o u l d   r e t u r n   t o   t h e  1 9 7 4  
l e v e l  of 20,000 t o n s .  
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C. F i s h e r i e s  

G iven   excep t iona l ly   r i ch   f l ah im  g ramds   a long   t he   A t l an t i c   Coas t ,  
t h e   f i s h i n g   e e c t o t  l a  t h e  most important near-term potent ia l  source of 
fore ign  exchange and goverment   revenue.   In   1978  the  value of t h e  f i s h  
ca tch  by some 200 veesela   f ran  15  different   countr ies   (mainly  Japan,   Korea,  
Spain,   and  the U.S.S.R) vas  o f f i c i a l l y   e s t i m a t e d   a t   a b o u t  US$1 b i l l i o n ,  of 
which  Mauritania  received  only US$23 m i l l i o n   i n  the form of f i sh ing   roya l -  
t ies .  With a view t o   t a k i n g  f u l l  c o n t r o l  of t h e   e x p l o i t a t i o n  of i t s  waters, 
i n   J u l y  1979 t h e  Government decided  to   reduce  the number of f i s h i n g   p e r m i t s  
granted t o  fo re ign  f leets ,  t o   t a i e e   r o y a l t i e s ,  and t o  expand the   Maur i t an ian  
f leet  cons iderably .  To t h a t   e n d ,  i t  encouraged   the   acquis i t ion   o f   vesse ls  
by Maur i tan ian   ind iv idua lD and companies as well a s   t h e   c r e a t i o n  of j o i n t  
ventures  with  foreign  companies.   Since 1979 more than  30 new companies 
have  been  created.  Notwithstanding a number of d i f f i c u l t i e s   e n c o u n t e r e d  
i n  e n f o r c i n g   e f f e c t i v e   c o n t r o l  of f i s h i n g   a c t i v i t y ,   t h e  new p o l i c y   l e d   t o  
a sharp iqcrease i n   f o r e i g n  -change earnims fran U S $ 4 4  m i l l i o n   i n  1978 
t o  US$115 mi l l i on   i n   1981 .   Cons ide r ing   t ha t   t hese  results are s t i l l  well 
below t h e   p o t e n t i a l  of t h e   s e c t o r ,   t h e  Cov r m e n t  recently d e r i d e d   t o  
r e i n f o r c e  i t s  c o n t r o l  by r e q u i r i n g   t h a t   a l l   f i s h   c a t c h e s  be disembarked i n  
t he   po r t  of Nouadhibou or be t ransshipped i n  a cargo  under   the  supervis ion 
of the   cus toms  of f ice .  As a r e s u l t  of these measures, t h e   a u t h o r i t i e s  
expected tha t  to ta l   fore ign   exchange  earnings would double i n  1983 t o  
USj245 m i l l i o n ,  of which USS229 mi l l ion   vould  be i n   t h e  form of expor t  
z e c e i p t s  and  US$16 m i l l i o n   i n   t h e  form of royal t ies .   While   rerognizing 
the   l a rge   po ten t i a l  of t h e   f i s h i n g   s e c t o r   i n   t h e  medium te rm,   the  s t a f f  
remarked t h a t  the  achievement of t he   expor t   t a rge t  f o r  1983 will r e q u i r e  
improved  port f a c i l i t i e s ,   a d e q u a t e  marketiry: organiza t ion ,   exper ienced  
personnel ,   and   mi l i ta ry   surve i l lance  of the  territorial waters,   whirh 
would take cons ide rab le  t irpe and  expenditure.  

d Agr i cu l tu re  

P r i o r i t y  i s  a l so   be ing   g iven   i n   t he  new plan  to  rural   development 
p r o j e c t s   d e s i g n e d   t o   r a i s e   a g r i c u l t u r a l   o u t p u t  and income and  to   reduce 
Maur i tan ia ' s   heavy   re l iance  on imported  cereals ,  now e q u i v a l e n t   t o  two 
t h i r d s  of domestic  consumption.  Improved  incentives and e x t e n s i o n   s e r v i r e s  
w i l l  be developed t o  encourage   cu l t i va t ion   i n  t h e  rain- and  flood-fed  land, 
which now produces most of the  domest ic   supply of foods tu f f s .  A t  the  same 
time, a s  t h e  product ion on  rain-fed land i s  sub jec t   t o   t he   vaga r i e s  of 
weather,  emphasis will cont inue   to  be g i v e n   t o   l a r g e   i r r i g a t i o n   p r o j e c t s ,  
whirh dre expected t o  raise t h e   t o t a l   i r r i g a t e d   a r e a  of the  country from 
4,000  ha i n  1980 t o  11,000 ha  by  1985. To ensure   the  f u l l  u t i l i z a t i o n  of 
t h e   r a m t r y ' s   l i m i t e d   a g r i c u l t u r a l   p o t e n t i a l ,   t h e   a u t h o r i t i e s   i n t e n d  t o  
rev iew  agr i ru l tura l   p roducer  p r i res ,  e s t ab l i sh   adequa te   ex t ens ion   s e rv i ces  
and  marketing f a c i l i t i e s ,  and revamp the   ope ra t ions  of t h e  Covernnent 's  
main agency (SONADER). To m a i n t a i n   o f f i c i a l   r e t a i l   p r i c e s   f o r  rice a t  
s o c i a l l y   a c c e p t a b l e   l e v e l s ,   t h e  authorities i n t e n d   t o   c o n t i m e  w i t h  the i r  
po l i cy  of price s u b s i d i e s .  They  emphasized tha t   these   subs id ies   impl ied  
no   hdge ta ry   cha rges ,  a s  they e r e .  f inanred by p r o f i t s  made by t h e  govern- 
ment t r ad ing  company (SONIMEX) on sales of other  rommodities.  
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Following  heavy  losrer  duri .18 t h e  drought   year ,   the   l ives tork   eec tor  
h r r  bean h r p r l y   r a c o n o t i t u t d   w i t h  minimum govermen t   i n t e rven t ion ,  and 
contr ibuted  about  one f i f t h  of CDP i n  1981. The a c t i v i t i e r  of t h in   eec to r  
a re   e f fec ted   moet ly  by ncmadic   popula t ion   cu ts ide   o f f ic ia l   cont ro l ,  thrcrugh 
t radi t ional   channclr   and  border   t rade.   Excluding  except ional  movements 
acrooa   the   bordere   due   to   c l imat ic   condi t ions ,   the   i l l i c i t   expor t  of l i ve -  
stock, mortly t o  Senega l ,   cone t i tu t ea  a n  important  source of foreign  exrhange 
carninge  (ent imated a t  USS40 m i l l i o n   i n  1980), which financed a s i g n i f i r a n t  
part of mrecorded  private eector   imports  and c a p i t a l   t r a n s a c t i o n e .  To 
improve  eupply c o d i t l o n e ,   t h e   a u t h o r i t l e e  are giving more enphaeis   to  
modern s tock ra i r ing   t echn iquee .  They have   a l so   r eac t iva t ed  a p u b l i c   c o r p -  
r a t i o n  (SWECOB), which has a  monopoly on  6nimal   exports   in  a l l  forme. 
The Maur i tan ian   rcpresenta t ivee   a re  f u l l y  aware t h a t   t h e i r  ef f o r t e  t o  
i n t e g r a t e  the i l l i c l t  expor t  of l i v e e t o c k   i n t o   o f f   i c l a l   c h a n n e l s   a r e  made 
d i f f i c u l t  by t h e   p r i c e   d i f f e r e n t i a l   v i s - & v i s   S e n e g a l ,  the a t t r a c t i v e  
imported  euppl iee  on the  Senegal  market,  and t h e  c o n v e r t i b i l i t y  of the  CFA 
franc.  

With t e c h n i c a l   a s s i s t a n c e  frun t h e  World Bank, the  Governnent is  
present ly   car ry ing   ou t  a comprehensive  review of t he   ope ra t ions  of t h e  
major pub l i c   en t e rp r i se s .  The  conclusions of t h i s  review will be used i n  
e a r l y  1983 t o   f o r m u l a t e   r e h a b i l l t a t i o n  p l a n s  and specific measures toward 
improving the econanic and f inanc ia l   per fonnance  of i n d i v i d u a l   e n t e r p r i s e s .  
To that end ,   In  early November 1982 t h e  Government L-eared  an  interminis te-  
r i a l  permpnent canmittee f o r   t h e   r e h a b i l i t a t i o n  of publ ic   entel ; - tses .  

3 .  Domest ic   f inanc ia l   po l ic ies  

a. F i s c a l   p o l i c i e s  

Fol lowing  cont imed improvement during 1978-81, there   hae  been a 
s i g n i f i c a n t   d e t e r i o r a t i o n  of f i sca l   per formance  d u r i n g  1982. While t h e  
o v e r a l l   b u d g e t   d e f i c i t   ( b e f o r e   e x t e r n a l   a i d )  was t a r g e t e d   t o   d e c l i n e  by 
ha l f   t o  UM 2 b i l l i o n   ( a b o u t  6 per cen t  of GDP), i t  is now es t ima ted   t ha t  
t h e  a c t u a l   d e f i c i t  on a ca lendar   year  basis c o u l d  exceed UM 4.7 b i l l i o n  
(or 13  per cent  of G D P ) ,  r e f l e c t i n g  p r i m r i l y  a s t agna t ion  of governmnt 
revenue and a modest  increase i n  t o t a l   expend i tu re .   In s t ead  of t he  37 p e r  
cent   increase  budgeted  for  1982, government  revenue was l i k e l y  t o  stagnate, 
even  assuming a major e f f o r t   t o   c o l i e c t  taxes dur ing   the  last q u a r t e r  of 
t he   yea r .  Based on actual   developments   through August 1982, t h e   s h o r t f a l l  
was due  mainly  to   import   dut ies  and t a x e s  on  f i sh ing   expor t s .  On t h e  
o t h e r   h a n d ,   t o t a l   e x p e n d i t u r e s   ( i n c l u d i n g   a m r t i z a t i o n )  are pro jec ted  t o  
rise by 6 per c e n t ,   r e f l e c t i n g  mainly  an  inrrease  in   the wage b i l l  and i n  
interest  payments  on ex te rna l   deb t .   Desp i t e   t h i s   i nc rease ,   t he   ac tua l  
l e v e l  of expendi ture   during  calendar   year  1982 would be k e p t  below  budge- 
tary appropr i a t ions ,  as pa r t  of t he   app ropr i a t ions   has  been frozen  because 
of l ack  of resources .   S ince   the   l eve l  of externa l   budgetary   aas i s tance  i n  
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t h e  f c m  of grants  and  concessione1  loans  combined wae p ro jec t ed   t o   dec l ine  
by near ly   one   ha l f  to o n l y  UM 1.6 b i l l i o n ,   t h e   C o v e r m e n t  was ronfronted 
with a d i f f i c u l t  f i n a n c i a l  s i tua t ion .   Unless   addi t iona l   Eore ign   a id   could  
be  mobil ized  during  the last quarter, t t  was expec ted   tha t   the   l a rge   f inanc-  
ing requiremenee would be covered by a eharp   increaee  i n  c e n t r a l  bank 
advances  and/or   an  accumulat ion of payments arrears wl th  respect t o   s u p p l i e s  
and ex te rna l   deb t   ob l iga t ions .  The inc rease  i n  bank c r e d i t  t o   t h e  Govern- 
ment, i n c l u d i n g   e p e r i a l   a d v a n r e s   a g a i n s t  e a r l i e r  purchases f r m  t h e  F u n d ,  
was t e n t a t   i v e l y   e s t i m e t e d   a t  UM 2 . 5  b i l l i o n ,  a n  amount equ iva len t   t o  26 
p e r   c e n t  of broad  mney a t  end-1981. 

While cornmending t h e   a u t h o r i t i e s   f o r   t h e  success of t h e i r   e f f o r t s  i n  
r e s t r a i n i n g   e x p e n d i t u r e ,   t h e  s ta f f  sought t o   unde r s t and   t he  r m l n  f a c t o r s  
r e spne ib l e   fo r   t he   d i sappo in t ing   t ax   pe r fo rmance   ove r   t he  l as t  four   years ,  
e s p e c i a l l y   i n   t h e   c o n t e x t  of rap id   e rmomic   grouth .  T h e  Mauritanian  repre- 
s e n t a t i v e s  acknowledged t h a t   t h e  poor revenue  perfomanre  was d u e  t o  wlde- 
spread tax  e v a s i o n   a n d   a d m i n i s t r a t i v e   d i f   f l r u l t i e s   i n   e n f o r r i n g  tax c o l l e c -  
t i ons .   Th i s   r e f l ec t ed   t he  lark of a wel l -establ ished  adminis t ra t ive  marht-  
ne ry   and   soc i a l   un respons iveness   t o   t he   t ax  system from a populat ion which 
twenty  years ago consisted  mainly  of  nanads and farmers.  The s i z e  of t h e  
count ry ,   toge ther   wi th   the   l ength  of the   borders   wi th   four   count r ies ,  made 
i t  p rac t i ca l ly   imposs ib l e   t o   con t ro l  all imports and e x p o r t s   e f f e r t i v e l y .  
Evasion of nonwage  income t axes  has been  widespread , i n  pa r t i ru l a r  by t h e  
t rade ,   f i sh ing ,   and   l ives tock   sec tors .   Because  of t e a k   f i n a n r i a l   p e r f o r -  
mance, p u b l i c   e n t e r p r i s e s   h a v e  been  unable t o   c o n t r i b u t e  a s  much revenue 
a s  had been a n t i c i p a t e d .  I n  add i t io r ,   Maur i t an ia ' s   t ax   sys t en  i s  rharac-  
t e r i z c d  by a l a r g e  number of o v e r l a p p i n g   i n d i r e c t   a n d   d i r e c t   t a x e s ,   o f t e n  
w i t h   q u i t e   h i g h   r a t e s .  The pervasive  use of specific r a the r   t han  ad valoran 
t a x e s   i n  t h e  c u r r e n t   i n f l a t i o n a r y   e n v i r o n m n t   h a s   f u r t h e r   d i m i n i s h e d   t h e  
b u i l t - i n   e l a s t i c i t y   o f   t h e   t a x  systen. The  rapid  growth  expected  in  revenue 
from t h e   f i s h i n g  sector has  not   mater ia l ized  because of the  remaining 
d i f f i c u l t i e s   i n  implementing  the new f i sh ing   po l i cy .  F i n a l l y ,  d e s p i t e  the 
recovery i n  expor t   r ece ip t s   f rom  i ron   o re ,   gove rn ren t  revenue from the  
mining   sec tor   has   increased   on ly   modera te ly   because  of s u b s t a n t i a l  tax 
concess ions   for  SNIM, which were granted  so t h a t   t h e  mining  company c o u l d  
f i n a n c e  part of i t s  planned  investment and grad . l l y  write off c e r t a i n  
past expendlture  assumed on behalf  of t h e  Gover,lment. 

Notwi ths tanding   the   s t rur tura l   weaknesses  of Maur i t an ia ' s   t ax  adminis-  
t r a t i o n ,  which will take  some yea r s   t o   co r rec t  , t h e r e   a r e  a  number of areas 
where   t ax   co l lec t ion   could  be subscan t i a l ly  improved and tax  exemptions 
be reduced. The census of taxpayers   comple ted   in   1981  a l so   rons t i tu tes   an  
impor tan t   ins t rument   to   en la rge   the   t ax   base  and raise   revenue.  The recent ly  
adopted new t a x  code,  i f  proper ly   implemnted ,   rou ld  s i m p l i f y  assessment 
and   co l lec t ion   procedures  and i n c r e a s e   y i e l d s   i n  s p i t e  of lower tax   ra tes .  
F i n a l l v ,   s i n c e  about ha l f  of t h e  t a x  rereipts a re  based on i n t e r n a t i o n a l  
t r ade ,  a more r ea l i s t i c  exrhange r a t e   p o l i c y  u o u l d  have ron t r ibu ted  t o  
be t t e r   t ax   pe r fo rmances  i n  1981 and  1982. 
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Am 10118 as t h e   p r o e p e c t s  for a s i g n i f i c a n t  revenue expans ion  a r e  
l i m i t e d ,   t h e   a u t h o r i t i c e   i n t e n d   t o   c o n t i n u e   t o   e n f o r c e  a e t r i c t  h d g e t a r y  
d i m c i p l l n e .  To t h a t   e n d ,   t h e y  will c o n t i n u e   t o   r e s t r a i n   s e v e r e l y   t h e  
growth  in   enployubent ,  uages, a n d   a a l a r i e s  and i n   e x p e n d i t u r e 6  for m a t e r i a l  
a n d   s u p p l i e s .   T h e y   a l s o   e n v i s a g e d  some s a v i n g   m e a s u r e s   i n   s u b s i d i e s   a n d  
t r a n s f e r s .   F i n a l l y ,   t h e y   e x p e c t e d   t o   r e d u c e   d e b t  service payments  through 
a new round of deb t  re l ie f  r e n e g o t i a t i o n s .  The implemen ta t ion  of a r e s t r i c -  
t i v e   b u d g e t a r y   p o l i c y   h a s   b e e n   f a c i l i t a t e d   s i n c e  1979 DY a s i g n i f i c a n t  
improvement i n   b u d g e t a r y   p r o c e d u r e s ,   i n c l u d i n g  the c l o s u r e  of a l a r g e  
number of special accoun t s .  

A t  t h e   t i m e  of t h e   m i e s i o n ,   t h e   M a u r i t a n i a n   a u t h o r i t i e s  were n o t  
s u f f i c i e n t l y   a d v a n c e d   w i t h   t h e i r   p r e p a r a t i o n s   t o   d i s c u s s   m e a n i n g f u l   f i s c a l  
t a r g e t e  for 1983. H o w e v e r ,   g i v e n   t h e   i n c r e a s i n g   u n c e r t a i n t i e s   r e g a r d i n g  
f o r e i g n   a i d ,   t h e y   r e c o g n i z e d   t h e   n e e d   f o r  a s u b s t a n t i a l   r e d u c t i o n   i n   t h e  
o v e r a l l   d e f i c i t   a n d   t h e   u r g e n c y   f o r   c a n p r e h e n s i v e  action i n  1983. It  was 
a g r e e d   t h a t   d i e c u s s i o n s  w i t h  Fund s t a f f  on t h e  1983  budget   would   t ake  
p l a c e   i n   m i d - J a n u a r y  1983. T h e  s t a f f   t o o k  t h e  p o s i t i o n  t h a t  e x t e r n a l  
a s s i s t a n c e   c o u l d   n o t  be a s u x t i t u t e  for t h e  much n e e d e d   f u r t h e r   a d j u s t -  
ment in t h e  f i s ca l  area, a n d   t h a t  the a u t h o r i t i e s   s h o u l d  aim a t  r educ ing  
t h e   o v e r a l l   b u d g e t   d e f i c i t   t o  a t  least UM 2 b i l l i o n   ( a b o u t  6 per c e n t  of 
GDP). I n   t h e   f o r t h c a n i n g   ( l i s c u s s i o n s ,   t h e  s t a f f  w u l d   f u r t h e r   c o n s i d e r  
t h e  c o n s i s t e n c y  of t h i s  t a r g e t   v l t h  a rea l i s t ic  e v a l u a t i o n  of d o m e s t i c  
r e v e n u e   a n d   e x t e r n a l   a s s i s t a n c e .   G i v e n   t h e   d i f f i c u l t i e s   e x p e r i e n c e d   I n  
t h e   p a s t ,  a s t r e n g t h e n i n g  of t h e   a d m i n i s t r s t i v e   c a p a c i t y  of t h e  T r e a s u r y  
w i l l  be n e c e s s a r y   t o   e n s u r e  an e f f e c t i v e   i m p l e m e n t a t i o n  of f i s c a l  p o l i c i e s  
and a c l o s e   m o n i t o r i n g  of f i s ca l  o p e r a t i o n s .  

b. Monetary policies 

C r e d i t  to  t h e   p r i v a t e   s e c t o r  ( i n c l u d i n g   p u b l i c   e n t e r p r f  ses)  i n c r e a s e d  
a t  a r e l a t i v e l y   r a p i d   p a c e  (12 per c e n t )   d u r i n g   t h e  f i r s t  h a l f  of  1982, 
ma in ly  i n  r e s p o n s e   t o   s h n r t - t e r m   f i n a n c i n g   r e q u l r a n e n t s  of t h e   t r a d e  and 
f i s h i n g   s e c t o r s .  The a u t h o r i t i e s   i n d i c a t e d ,   h o w e v e r ,  t h a t  n o   f u r t h e r  
I n c r e a s e   i n   p r i v a t e   c r e d i t   w o u l d  be a l l w e d   d u r i n g   t h e  second h a l f  of t h e  
y e a r .   N e v e r t h e l e s s ,   t a k i n g  into account  t h e  l a r g e  bank f i n a n c i n g   r e q u i r e -  
ment of t h e   G o v e r n m e n t   d u r i n g   t h e  same p e r i o d ,   t o t a l   d c m e s t i c  bank c r e d i t  
i s  l i k e l y   t o  cause a sharp increase in n e t   f o r e i g n   l i a b i l i t i e s  of t h e  
banking s y s t e m .  A l r e a d y ,   d u r i n g   t h e  f i rs t  part of 1 9 8 2 ,   n e t   f o r e i g n   l i a b -  
i l i t i e s  i n c r e a s e d   s i x f o l d  reflecting bo th  a s h a r p   d r o F   i n   g r o s s   d o m e s t i c  
assets of t h e   C e n t r a l  Bank and a f u r t h e r   i n c r e a s e  i n  e x t e r n a l   l i a b i l i t i e s ,  
i n c l u d i n g   t r a d e   c r e d i t s .   T a k i n g   t h e s e   d e v e l o p m e n t s   i n t o   a c c o u n t ,   t h e  
g r o w t h   i n   b r o a d   w n e y  i s  f o r e c a s t  a t  22 per c e n t   i n  1982. 

Although t h e  m o n e t a r y   a u t h o r i t i e s   h a v e   p u r s u e d  a r e l a t i v e l y  restric- 
t i v e  c r e d i t  policy towa d t h e   p r i v a t e   s e c t o r   s i n c e   1 3 7 9 ,   t h e r e   h a v e   b e e n  
major d i f f i c u l t i e s   i n   c o n t r o l l i n g  t h e  growth of c r e d i t ,   r e c o v e r i n g   d e l i n -  
q u e n t  loans, a n d   a l l o c a t i n g   a d e q u a t e   c r e d i t   r e s o u r c e s   f o r   d e v e l o p m e n t   n e e d s .  
T h i s   r e f l e c t e d   t h e   f a c t   t h a t  a l arge  p a r t  of t h e   i n c r e a e e  i n  credit  in t h e  
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past was abeorbed  by p u b l i c   e n t e r p r i s e s  to  f i n a n c e   o p e r a t i n g   l o s s e a  
and t o  a l l ev ia t e  c a e h   p r o b l e m s   r e e u l t l n g  from a n   l n c r e a e e  i n  p u b l i c   ~ e r t o r  
payraente arrears a n d   o t h e r   r , c c o u n t s   r e c e i v a b l e .  I t  a l s o   r e f l e c t e d   i n a d e -  
q u a t e   e v a l u a t i o n  of c r e d i t  requeete, a n d   e t r u c t u r a l   f i n a n c i a l   d i f f i c u l t i e s  
of p r i v a t e   e n t e r p r i s e s  and i n d i v i d u a l s .  As t h e   C e n t r a l  Bank  maintained a 
r e s t r i c t i v e  r e d i s c o u n t  p o l i c y ,   t h e   d e p o s i t  money b a k e   e u p p l e m e n t e d   t h e i r  
r e s o u r c e s  by o b t a i n i n g   s h o r t - t e r m   c r e d i t s   o n  rommercial t e r m  from t h e i r  
a f  f i l i a t e s  a b r o a d ,   w i t h   t h e  result t h a t   n e t   f o r e i g n   l i a b i l i t i e s  of t h e  
banks  more than   doub led   be tween   end-1978   and   June   1982   t o  USS76 m i l l i o n ,  
a n   a m o u n t   e q u i v a l e n t   t o  more t h a n   o n e   f o u r t h  of p r i v a t e   d a n e s t i c   c r e d i t  
o u t s t a n d i n g  e t  end-June   1962.   Par t  of t h e s e   s h o r t - t e r m   e x t e r n a l   c r e d i t s  
i s overdue  . 

As part of a g e n e r a l   e f f o r t  to s t r e n g t h e n   t h e   f i n a n c i a l   e t m c t u r e  of 
t h e   b a n k i n g  s y s t e m  a n d   r e d u c e   t h e  efisting l i q u i d i t y   o v e r h a n g ,   t h e   C e n t r a l  
B a n k ,   w i t h   t e c h n i c a l   a s s i s t a n c e  from t h e   F u n d ,   r e c e n t l y   t o o k  s t e p s  t o  
u p g r a d e   t h e   m a n a g e m e n t   c a p a b i l i t y  of t h e   b a n k s   a n d   h a s   c o n s i d e r a b l y   i n t e n -  
s i f i e d  i t s  c o n t r o l s   o v e r  banks'  o p e r a t i o n s  by r e g u l a r   a u d i t i n g  of banks '  
a c c o u n t s   a n d  by i n c r e a s i n g   p e n a l t i e s   f o r   v i o l a t i o n  of b a n k i n g   l e g i s l a t i o n .  
O v e r a l l  m n t h l y  c r e d i t  ceilings h a v e   b e e n   e s t a b l i s h e d   f o r   e a r h   b a n k ,  
i n c l u d i n g   o n e   o n   r e c o u r s e   t o   s h o r t - t e r m   f o r e i g n   t r a d e   c r e d i t s ,   a n d  a l l  
c r e d i t s   I n  excess of UM 1 m i l l i o n  (US$20,000) a r e  e u b j e c t   t o   p r i o r   a u t h o r i -  
z a t i o n  a€ t h e  C e n t r a l  Bank. The c i v i l   c o d e  was m o d i f i e d   t o   e n h a n c e   t h e  
b a n k s '   s h ~ J ' c , y  t o  r e c o v e r   d e l i n q u e n t   l o a n s ,   a n d   t h e  banks have  begun to 
write orf  p a r t  of t h e i r  bad d e b t s .   I n   a d d i t i o n   t o  t h e F .  s p e c i f i c  measures, 
a more c o m p r e h e n s i v e   r e o r g a n i z a t i c n  of t h e  banking systw i s  c o n t e m p l a t e d ,  
w i th  a v i e w   t o   i m p r o v i n g   t h e   e f f i c i e n c y  of t h e   f i n a n c i a l   s y s t e m   a n d  f a c l l i -  
t a t i n g   o v e r a l l   c r e d i t   m a n a g e m e n t  and c o n t r o l .   A l t h o u g h   I n t e r e s t   r a t e s  
were r a i s e d  by 1-3 p e r c e n t a g e   p o i n t s  i n  August 1980, i n   a c c o r d a n c e   w l t h  
t h e   p r o g r a m ,   t h e r e  has been  l i t t l e  r e l i a n c e   o n   I n t e r e s t   r a t e s  as a tool 
for e n c o u r a g i n g   f i n a n c i a l   s a v i n g s   a n d   d i s c o u r a g i n g   b o r r o w i n g .   I n   v i e w   o f  
the  s t r u c t u r a l   p r o b l e m s  of t h e   p u b l i c   e n t e r p r i s e s  and p r e s e n t   b a n k i n g  
p r a c t i c e s ,   c o m p l i c a t e d   b y   c e r t a i n   r e l i g i o u s   a t t i t u d e s ,   t h e   a u t h o r i t i e s  
c o n s i d e r  t h a t  banks' c l i e n t s  a re  l a r g e l y   u n r e s p o n s i v e   t o   i n t e r e s t   r a t e  
changes  . 
4. E x t e r n a l   p r o s p e c t s   a n d   p o l i c i e s  

T h e   i m p r o v i n g   t r e n d   i n   t h e   b a l a n c e  of p d y m e n t s  d u r i n g  1978-81 h a s  
b e e n   r e v e r s e d   i n  1982. P r e l i m i n a r y  estimates f o r  la82 p o i n t e d   t o  a very  
p r o n m n c e d   t u r n a b o u t  in t h e   c u r r e n t   a c c m n t  and i n   t h e   o v e r a l l   b a l a n c e  
r e s u l t i n g   f r o m  a combina t ion  of f a c t o r s .   O v e r a l l   e x p o r t   e a r n i n g s   a r e   p r o -  
J e c t e d   t o   d e c l i n e  by 5 p e r   c e n t  in SDR tenus, due   main ly  to a fa1 1 i n  i ron  
o r e   s h i p m e n t s .  Following an i m p r e s s i v e   i n c r e a s e   I n  1980-81, f i s h  e ports 
are  e x p e c t e d   t o   s t a g n a t e ,   w h i l e   f i s h i n g  roya l t i e s  will d e r l i n e .  O n  t h e  
o t h e r   h a n d ,   i m p o r t  of g o o d s   a n d   s e r v i c e s  are estimated t o   i n c r e a s e  by 20 
per c e n t ,   w i t h  mor than  h a l f  of t h i s   i n c r e a s e  on accoun t  of t he   p l anned  
a c c e l e r a t i o n   i n   i n v e s t m e n t .  The  remainder of t h e   I n c r e a s e  (SDR 50 m i l l i ? n )  
r e f l e c t s  a 15 p e r   c e n t   i n c r e a s e   i n  imports of p e t r o l e u m   p r o d u r t s ,   i n t e .  ne- 
d i a t e  goods for t h e  m i n i n g  company ,  a n d   u n s p e r i f i e d   g o o d s   a n d   s e r v i c e s  
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f i n a n c e d  by t r a d e  credl te .  A. a r e s u l t  of t h e o e   d e v e l o p m t n t e ,   t h e   c u r r e n t  
a c c o u n t   d a f i r i t   b r f o r e   g r a n t .  is  expec ted  to  widen by 1 3  p e r c e n t a g e   p i n t e  
t o  46 par c e n t  of GDP. L/ S i n c e  off l c i a l  g r a n t e   a r e   l l k e l y  to  d e c l i n e   b y  
o n e   t h i r d ,   t h e  current d e f i c i t   a f t e r   g r a n t s  a@ a p r o p o r t i o n  of CDP i s  
p r o j e c t e d  t o  more t h a n   d o u b l e  to  38 per r e n t .  A l a r g e   p a r t  of t h i s  def i c l t  
w i l l  be financed by planned n e t   c o n c e e s i o n a l  borrowing by t h e   C o v e r m e n t  
and t h e  m i n i n g  company. N e v e r t h c l e s e ,  an overall  balance of p e y a e n t e  
d e f i c i t  of about  SDR 40 m i l l i o n  is projected ( c a n p a r e d   w i t h  8 s u r p l u s  of 
SDR 30 m i l l i o n  i n  1 9 8 1 )   u n l e s s   a d d i t t o n a l   u n t i e d   a s a i ~ t a n c e  i e  r e c e i v e d  
d u r i n g   t h e  l a t e r  part of t h e  year. However, t h e  loes of reeerves is  l i k e l y  
t o  be r o n t a i n e d  by a b u i l d u p  of a r r e a r s   i n   t h e  form O F  d e l a y s  i n  d e b t  
s e r v i c e  payment6 by t h e   C o v e r m e n t .  

D e t a i l e d   b a l a n c e  of p a y m e n t s   p r o j e c t i o n s  f-r 1983 a n d   t h e  medium t e r n  
c o u l d   n o t  be prepared  a t  t h e  time of t h e   m i s s i o n ,   b e c a u s e  of l a c k  of re- 
l i a b l e  d a t a  o n   f u t u r e   i n v e s t m e n t  a d  r e l a t e d   f i n a n c i n g ,   a n d   b e c a u s e   t h e  
r e l e v a n t  policies for 1983 were n o t  yet formulated.   However,   rough es- 
timates ehow t h a t ,   u n l e s a   s u b s t a n t i a l   a d j u s t m e n t   a n d   r e e c h e d u l i n g  Ih?az'Jred 
are t a k e n   q u i c k l y ,   t h e   b a l a n c e  of p a y m n t s  w i l l  ehow f u r t h e r   d e t e r i o r a t i o n  
i n  1983. As f o r   M a u r i t a n i a ' e  medium-term e x t e r n a l   p r o s p e c t % ,  a p r o s p e c t i v e  
b r i g h t   s p o t  i s  t h e   p o t e n t  la1 for a signlf i c a n t  increase t n  .iron ore produc- 
t i o n  and a s u b s t a n t i a l  r ise i n  f shine exports.   However,  bile d a n e s t i c  
p r o d u c t i o n   c a p a c i t i e s  are b e i n g   c o n e i d e r a b l y   e x p a n d e d ,   t h e   p r o s p e c t s  for 
a r a p i d   i n c r e a s e   i n  export r e c e i p t s   i n   t h e  short tern w i l l  depend   l a rge ly  
upon a r e c o v e r y   I n   v o r l d  demand for i r o n   o r e   a n d   a n   e f f i c i e n t   o r g a n i z a t i o n  
a n d   c o n t r o l  of t h e  f i s h i n g  sector.  

T h e   * s t r a o r d i n e r l l y   h e a v y   b u r d e n  of e x t e r n a l   d e b t   s e r v i c e   r e p r e s e n t s  
a worrisome weakness i n   t h e  medtum-term p r o s p e c t s .   M a u r i t a n i a ' s   e x t e r n a l  
i n d e b t e d n e s s ,   i n c h d i n g  use of F u n d   r e s o u r c e s   a n d   s h o r t - t e r m   t r a d e  credits, 
vou ld   r each  USS1.1 b i l l i o n  by end-1982, an  amount e q u i v a l e n t  to  163 per 
cen t  of GDP. D e s p i t e   t h e   c o n c e s s i o n a l   c h a r a c t e r  of most of the loan6   and  
t h e   b i l a t e r a l   r e s c h e d u l i n g 8   a l r e a d y   o b t   r i i n e d ,   d e b t   s e r v i c e   p a y n r e n t s ,   e v e n  
)n e x i s t i n g   d e b t  a re  p r o j e c t e d  to i n c r e a s e   r a p i d l y   d u r i n g  1983-86, w i t h  
peaks of 3 5  per c e n t   a n d   4 1  per c e n t   r e s , ) e c t i v e l y  in 1983 and i n  1986 due 
t o  b a l l o o n   a m o r t i z a t i o n  paymen s of s h o r t - t e r m   d e p o s i t b  w i t h  t h e   C e n t r a l  
Bay . The s t a f f  team p o i n t e d  o I t  t h a t   d e b t   r e e r h e d u l i n g   w o u l d   p r o v i d e  
o n l y   t e u p o r a r y  re l ief  and t h a t  11-1 borrowing  even o n  c o n c e s s i o n a r y  terns 
vould  add to  I he deb t   s e rv l ce   bu rden .   The re fo re ,   un le s s   expor t   and   budge -  
t a r y  prospect- i m p r o v e   s i g n i f i c a n t l y   i n   t h e  caning y e a r s ,   h i g h e r   d e b t  
s e r v i c i n g  would r e a r h   u n s u s t a i n a b l e  levels.  T h e   M a u r i t a n i a n   r e p r e s e n t a -  
t i v e ~  expressed  a large degree of c o n f i d e n c e   t h a t   M a u r i t a n i a  vi11 be a b l e  
t o   o b t a i n   a d e q u a t e  deb t  r e l i e f   t h r o u g h   b i l a t e r a l   n e g o t i a t i o n s   w i t h   f r i e n d l y  
c o u n t r i e s  as well as a c o n t i n u e d  large in f low of o f f i c i a l  g r a n t s  and long- 
term l o a n e  t o  f inance   t he   p l anned   i nves t rnen t   p ro j ec t s .   They  e r e - ,  however, 
less o p t i m i s t l r  about t h e   p r o s p e c t s  for new nonproJec t   a s s i s t ance .   The  
M a u r i t a n i a n   r e p r e e e n t a t i v e s   a g r e e d  with t h e   s t a f f   t h a t ,   i n   t h e   f u t u r e ,  

1/ '&en i n v e s t m e n t - r e l a t e d  imports are n e t t e d   o u t ,   t h e   a d j u s t e d   c u r r e n t  
ac&unt  widened by 7 p e r c e n t a g e   p o i n t s  t o  2 0   p e r   c e n t .  
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d c f i c i t r   o n  the external  c u r r e n t   a c c o u n t   c o u l d   n o t   b e   m a i n t a i n e d   a t  t h e  
c u r r e n t   h i a h  level .  A c r o r d i n g l y ,  i t  m a  - reed  t o  p r e p a r e  a r e a l i a t l r  
e v a l u a t i o n  of the p r o r p e c t e  for s u c h   c a p i t a l  inf lows  i n  t h e   c o n t e x t  of 
t h e   F c p a r a t l o n  of t h e   m e d i u m t e r n   t m l a n r e  of payments  outlook ment toned  
above. Thlr a a a e a e m n t  will be c r u c i a l  for t h e   d e s i g n   a n d   f o r m u l a t i o n  of 
a p p r o p r  l a t e  ad j u e t m e n t   p o l i c i e s  for 1983 and t h e  medium t e m .  

R e g a r d i n g   t h e   e x c h a n g e  ra te  p o l i c y ,  t h e   M e u r l t a n i a n   r c p r c o e n t a t i v e e  
e x p l a i n e d   t h a t   t h e i t   p o l i c y   & i c h   t h e y   h a v e   f o l l w e d  w i t h  some r o n a i s t e n r y  
e i n c e  1977, ha8  b e e n  t o   e t a b i l i z e   t h e   e x r h a n g e  rate of t h e   o u g u i y a   i n  
t e r n e  of a basket of c u r r e n c i e s  ueed i n  the f o r e Q n   o p e r a t i o n s ,   * e t h e r  i t  
caused  a d e p r e c i a t i o n  of t h e   c f  fect  i v e  rate as i n  1977-80 o r  a n  apprer ia-  
tion a8 in 1981-82. I n  t h e i r   v i e w ,   t h e   l a r g e   s h a r e  of t h e  U.S. d o l l a r  i n  
t h e   c u r r e n c y   b a s k e t  is amply j u s t i f i e d  by i t s  dominant  role In t h e   r e c e i p t s  
f r c m   e x p o r t s  and capi ta l  as bell as  i n   e f f e c t i n g  p a y m e n t s  f o r   f o o d s t u f f s ,  
p e t r o l e u m   p r o d u c t s ,   a n d   e x t e r n a l   d e b t .  From a m r e   f u n d a m e n t a l   p o i n t  of 
v i e w ,   t h e y  discounted t h e   p s i t i v e   e f f e c t e   t h a t  a m o r e   f l e x i b l e   e x c h a n g e  
rate p o l i c y  would  have on export volumee of i r o n   o r e   a n d   f i s h   a n d   o n   t h e  
s u b s t i t u t i o n  of d a n e s t l c a l l y   p r o d u c e d   g o o d s   f o r   i m p o r t s ,   w h i l e   e x p r e s s i n g  
s e r i o u s   c o n c e r n   a b o u t   t h e   i m m e d i a t e   i m p a c t   o n   t h e   d o m e e t i c   p r i c e  of e s s e n -  
t ial  goods,   such a s  r i re ,  sugar, a n d   e n e r g y .   T h e   e t a f f   r e p l i e d   t h a t   t h e r e  
has   been  a v e r y   s u b s t a n t i a l   a n d   c o n t i n u e d   a p p r e c i a t i o n  of t h e   o u g u i y a   v i s -  
P -v i s   t he   ma in  trading p a r t n e r s ,  i n  p a r t i c u l a r   t h e   n e i g h b o r i n g   c o u n t r i e s ,  
i n  a context of weakening f i s c a l   a n d   e x t e r n a l   p e r f o r m a n c e s .   S u c h   a n   a p p r e -  
c i a t i o n  w i l l  have a number of n e g a t i v e   c o n s e q u e n c e s ,   b o t h   i n   t h e  short  and 
t h e  medium term,  which w i l l  hamper t h e   a d j u s t m e n t   e f f o r t s   u n d e r t a k e n .   T h e  
s t a f f   n o t e d   i n   p a r t i c u l a r   t h e   a l r e a d y   n o t i c e a b l e   d e c l i n e   i n   t h e   c a n p e t i t i v e  
p o s i t i o n  of t h e   a g r i c u l t u r a l   a n d   i n d u s t r i a l   s e c t o r s ,   t h e   l a r g e   e x p a n s i o n  
i n   c e r t a i n   i m p o r t s   w h i c h   a r e   l i k e l y   t o  be r e e x p o r t e d   i l l e g a l l y   t o   n e i g h -  
b o r i n g   c o u n t r l e s ,   a n d   t h e   s t a g n a t i o n  of taxes o n   i n t e r n a t i o n a l   t r a d e .  
While t h e   e f f e c t i v e   a p p r e c i a t i o n   h e l p e d   t h e   a u t h o r i t i e s   t o   c o n t a i n   t h e  
i n c r e a s e  I n  t h e   d o m e s t i c  price of e s s e n t i a l   i m p o r t e d   g o o d e ,  i t  d i d   n o t  
p r e v e n t  a r a p i d   i n c r e a s e   I n   o t h e r   p r i c e s .   T h e   r e s u l t i n g  p r i c e  d i s t o r t i o n s  
h a v e   c r e a t e d   h i g h e r   p r o f i t   m a r g i n s   w h i c h  are  n o t   t a x e d .   R e g a r d i n g   t h e  
e x p o r t   s e c t o r ,   t h e   s t a f f   a g r e e d   t h a t  a m o r e   f l e x i b l e   e x c h a n g e  p l i c y  would 
n o t   n e c e s s a r i l y   s t i m u l a t e   e x p o r t   v o l u m e   i n   t h e  shor t  term because  of market 
c o n s t r a i n t s ;   h o w e v e r ,  i t  would  improve  the ser tor ' s  n e t   f l n a n r i a l   p o s l t l o n ,  
t h e r e b y   p r o v i d i n g  m r e  r e s o u r c e s  to  c o m F t e   o n  t h e  w o r l d   m a r k e t ,   t o   f i n a n r e  
new i n v e s t m e n t s ,   a n d  t o  pay i n c a n e  taxes o r  r o y a l t i e s .  I n  a d d i t i o n ,  I n  
t h e   p r e s e n t   c o n t e x t  of u n f a v o r a b l e   e x t e r n a l   p r i r e s ,  a m r e  r e a l i s t i c  ex- 
c h a n g e   p o l i c y   w o u l d   b e   r e q u i r e d .   A l t h o u g h   t h e   s t a f f   s t r e s s e d  t h e  need 
f o r  ea r ly  a c t i o n ,  t h e  M a u r i t a n i a n   a u t h o r l t i e s   s t a t e d   t h a t   g i v e n   t h e   n u m r o u s  
p o l i c y   i m p l i c a t i o n s  of t h e   e x c h a n g e   r a t e  issue, they would r a t h e r   v i e w  i t  
in t h e   b r o a d e r   c o n t e x t  of t h e   f o r m u l a t i o n  of a program f o r  1983. 

R e g a r d i n g   t h e  trade and p a y m e n t s   s y s t m ,   t h e   M a u r i t a n i a n  representa- 
t i v e s   s t a t e d   t h a t   t h e  temporary a p p l i c a t i o n ,  i n  J a n u a r y  1980, of q u o t a s   o n  
some i m p o r t s   a n d   t h e   t a n p o r a r y   s u s p e n s i o n  of r e t t a i n   o t h e r   i m p o r t s  con- 
s i d e r e d   t o  be l u x u r y  goods and   t hose   wh ich  r o u l d  be  produced l o r a l l y ,  w a s  
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f l r r t  relaxed i n  1981 by ralrtng q u o t a m ,   a n d   e u b r e q u e n t l y   e n t l r e l y   d i r -  
c o n t i r u c d .   T h e   M a u r i t a n i a n   r e p r e s e n t a t i v e s   a x p r c r r c d   t h e  vi- t h a t  any 
p r o t e c t i o n  of i n f a n t   i n d u r t r i c r   r h o u l d  be provided  by way of import t a r i f  f r  
r a t h e r   t h a n   q u a n t l t a t l v e   r a r t r i c t i o n r ,   a n d   t h e y   a d d e d   t h a t   t h e y  were i n  
t h e   p r o c e r r  of r a v t e v i n a   i m p o r t  t a r i f f .  d t h  a vlew t o  p r o v i d i n g   a d e q u a t e  
p r o t e c t i o n   t o   n e w l y  created i n d u s t r l c e .  In  J u n e   1 9 8 1 ,   t h e  basic limits on 
t h e  ralc  of foseign exchange for b u r i n e r r   t r a v e l  were r a l e e d .   T h e   H a u r i -  
t e n i a n   r a p r e r e n t a t i v e o   e x p l a i n e d   t h a t  rquestr  for amounts  In a d d i t i o n   t o  
t h e  b a r i c  l imi t8  were a p p r o v e d   i n   b o n a   f i d e  ca8eb. No o t h e r   c h a n g e r  *re 
made s i n c e   t h e   p r e v i o u o   c o n s u l t a t i o n   i n   t h e   r q u l a t i o n r   g o v e r n i n g   p e y m e n t e  
and t r a n s f e r  €or c u r r e n t   I n t e r n a t i o n a l   t r a n s a c t i o n s ,   a n d   t h e  8amc l i m i t e  
c o n t i m e   t o  be a p p l i e d  on t h e  ealc of f o r e i g n   e x c h a n g e   f o r   t o u r l r t   t r a v e l  
a b r o a d   a n d  for salary r e m i t t a n c e s  by f o r e i g n e r s   w o r k i n g   i n   M a u r i t a n i a .  
Theme L i m i t 8  involve remtrlctions e u b j e c t   t o  Fund  approval   under  Article 
VIII,  S e c t i o n  2(0) .  

Ae r e g a r d 6  t h e  r e p o r t e d   e x t e r n a l   p a y m e n t s   a r r e a r s  i n  r e s p e c t  of d e b t  
eervlct payments ,  t h e  M a u r i t a n i a n   a u t h o r i t i e s   e x p l a i n e d  t h a t  i n   p a r t   t h e  
arreare h d  b e e n   a r c u m u l a t e d   i n   8 n t i c i p a t l o n  of e d e b t   r e s c h e d u l i n g  or 
r e f i n a n c i n g   a g r e e m e n t .   W h i l e   e x t e r n a l   p a y m e n t s   a r r e a r s   h a v e   b e e n   r e d u c e d  
by h a l f  l n  1981, t h e y  a re  l i k e l y   t o   i n c r e a s e   a g a i n   i n   1 9 8 2 .  W i t h  r e s p e c t  
t o   t h e   s h o r t - t e r m   t r a d e   c r e d i t 6   o v e r d u e ,   t h e   C e n t r a l  Bank s t a t e d   t h a t  a n  
a p p r o p r i a t e   a r r a n g e m e n t  wae b e i n g   n e g o t i a t e d   w i t h  t h e  i n t e r e s t e d   f o r e i g n  
banke. 

IV . S t a f f   A p p r a i s a l  

Follovl.ng M a u r i t a n i a ' @   w i t h d r a w a l  from the c o n f l i c t   o v e r   t h e   W e e t e r n  
S a h a r a   a f t e r   J u l y   1 9 7 8 ,   t h e   C o v e r r m e n t   m d e t t o d t   t o  redress t h e  extra- 
o r d i n a r i l y   l a r g e   i m b a l a n c e s  of t h e  c o u n t r y   i n   t h e   c o n t e x t  of b o t h  a medium- 
term r e h a b i l l t a t i c n   p l a n  and consecu t ive   sho r t - t e rm  p rograms   suppor t ed  by 
Fund resources. To t h i s   e n d ,  t h e  a u t h o r i t i e s   h a v e   l m p l e r a e n t e d  a number of 
I m p o r t a n t   a d j u s t m e n t  measures aimed a t  r e d u c i n g   t h e   b u d g e t a r y   a n d   e x t e r n a l  
d e f i c i t s   a n d   h a v e   b e g u n  t o  i n i t i a t e  reform a n d   i n v e s t m e n t s   e s s e n t i a l   t o  
t h e  r e s t o r a t i o n  of f i n a n c i a l   v i a b i l i t y  in t h e  medium term. The p r i n c i p a l  
m e a s u r e s   i n c l u d e d   r e s t r a i n e d   w a g e ,  f i s c a l ,  and m o n e t a r y   p o l i c i e s ,   b i l a t e r a l  
t e s c h e d u l i n g s  of e x t e r n a l   d e b t s ,   e t r u c t u r a l   r e f o r m s  of tax a d m i n i s t r a t i o n ,  
p u b l i c   e n t e r p r i s e s   a n d   b a n k e ,  a r e s t r u c t u r i n g  of t h e  f i s h i n g  sector ,  and  a 
r e o r i e n t i n g  of i nves tmen t s .  

During 1980-81   t he   imp lemen ta t ion  of t h e s e  measures wzs car t i ed  out 
i n  a menner c o n s i s t e n t  w i t h  t h e  f i n a n c i a l   o b j e c t i v e s   a n d   p e r f o r n m n c e  cr i -  
t e r i a  of t h e  18-month stand-by arrangement   ended  on  March 30, 1982. T h i s  
a c h i e v e m e n t ,   c o u p l e d   w i t h  a r ap id  r e c o v e r y   i n   d o m e e t i c   p r o d u c t i o n   ( a v e r a g -  
ing 6 p e r   c e n t   d u r i n g   1 9 7 9 - 8 1 ) ,   l e d   t o  a r e d u c t  ion i n  real c o n s u p t i o n  
a n d   t o  a s h a r p   e x p a n a l o n   I n  export volumee  of iron o r e   a n d   f i s h .   T h o u g h  
somewhat   above  the  program's  t a rge t s  i n  a b s o l u t e  terms, t b e  b d g e t   d e f i c i t  
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(before  grants) an a r a t i o  t o  GDP wa8 r e d w e d  from 2 4  pet r e n t  i n  1 9 7 8   t o  
9 p e r   c e n t  i n  1981. Domestic credit  e x p a n s i o n   t o   t h e   C o v e r m e n t   a n d   t h e  
rcmt of the   economy as 8 whole was r e o t r a i n c d   w i t h i n   t h e  nurginm p r o v i d e d  
u n d e r   t h e  program, e v e n  a f t e r  t a k i w   i n t o   a r c m n t  an automat Lc dovnward 
ad j uo tmen t  for h i g h s r - t h a n - e x p e c t e d   e x t e r n a l   b u d g e t a r y   a s a l e t a n r e .   D u r i n g  
t h e  p r i o d ,  Important a d j u m t m e n t r  bere made t o  o f f i c i a l   p r i c e s   d e s p i t e  a 
g e n e r e l  free= o n   w a g e s ,   a n d   t h e   m a j o r   r e s t r u c t u r i n g  of t h e  l a rge  mining 
rampany warn c a r r i d  o u t   v e r y   r u e r c e e f u l l y .  Major progteem u a e  8190 mede 
u n d e r   t h e   n m t   f i n h i n g   p o l i c y  t o  e x p l o i t   d i r e c t l y   t h e   r i c h   f i e h i n g   g r o u n d s  
of t h e  Mauritanian A t l a n t i c  coast. As a consequence, t h e  r a t i o e  of t h e  
e x t e r n a l   c u r r e n t  account g a p  t o  GDP for 1980 a n d   1 9 8 1  were r e d u c e d   i n  
a r c o r d a n c c   w i t h   t h e  target. of t h e  progrmne, a n d   t h e   o v e r a l l   b a l a n c e  of 
p a y P r n t m   p o e i t i o n  In t h e s e  years wae anre f a v o r a b l e   t h a n   e n v i e a g e d ,   e v e n  
a f t e r  taking i n t o   a c c o u n t   d e l a y s  i n  d e b t  service payments.  

N o t w i t h s t a n d i n g   t h e   p r o g r e e a  made d u r i n g   1 9 7 8 - 8 1 ,   M a u r i t a n i a ' e   b u d g e -  
tary a n d   e x t e r n a l   i m b a l a n c e e   r e m a i n  large, a n d   t h e i r   f i n a n c i n g ,   e v e n   t h o u g h  
c o n c e s a l o n a l ,   h a e  become more c o s t l y   b e r e u e e  ot  e d e c l i n i n g   t r e n d  i n  off i- 
c ia1  g r a n t s .   M o r e o v e r ,   t h e   L m p l e r n e n t a t i o n  of p l l c i e s  i n   c e r t a i n   a s p e c t s  
o f   t h e   p r o g r a m ,   p a r t i c u l a r l y   t h e   p a r e  of reform of t a x  a d m i n i s t r a t i o n ,  
p u b l i c   e n t e r p r i a e e ,   a n d   b a n k s ,   h a s  been d i s a p p o i n t i n g .   T h e   l a r g e  increase 
i n   f i e h   e x p o r t s  vas no t   accompan ied  as  e x p e c t e d  by a c o m m e n s u r a t e   c o n t r i b u -  
t l o n  t o   g o v e r m e n t   r e v e n u e .   F i n a l l y ,   t h e   e x c h a n g e  ra te  v i s - & v i e   t h e  U.S. 
d o l l a r  h a e   b e e n   r i g i d l y   m a i n t a i n e d ,   c o n t r a r y   t o   t h e   u n d e r s t a n d i n g   u n d e r  
t h e  program and t h i s  h a s   a d d e d   c o e t f p r l c e   d i s t o r t i o n s ,   d i s c o u r a g e d   p r o d u c -  
t i o n   i n   t h e   a g r i r u l t u r a l ,   a n d   m a n u f a c t u r i n g   s e c t o r s ,   i n t e n s i f i e d  i llicit 
t r d e ,  e n d   a g g r a v a t e d   e x t e r n a l   i m b a l a n c e s .  

D u r i n g   1 9 8 2   M a u r i t a n i a   h a s   i n c u r r e d   e u b s t a n r l a l l y   h i g h e r   i n t e r n a l   a n d  
e x t e r n a l   d e f i c i t s ,   r e f l e c t i n g   i n c r e a s i n g   d i f f i c u l t t e s  i n  m o b t l l z i n g  non- 
p r o  Ject e x t e r n a l   a s s i s t a n c e   a n d  weaknesses i n   I m p l e l P e n t i n g   e f f e c t   F v e l y  
c e r t a i n   p o l i c i e s ,   i n   p a r t i c u l a r   w i t h  respect t o   t h e  f i s c a l  area, t h e  ex- 
change  r a t e ,  a n d   t h e   f i s h i n g   s e c t o r .   T h e s e   f a c t o r s  were e x a c e r b a t e d  by 
e x o g e n a r s   e l e m e n t s ,   n o t a b l y   t h e   d e c l i n e  In i r o n  ore s h i p m e n t s   d u e  t o  w e a k  
e x t e r n a l   d e m a n d .   T h e  major a i d - f i n a n c c d   i n v e s t m e n t   p r o j e c t s  t o  expand 
p r o d u c t i o n   r a p a c i t i e s   a d v a n c e d  as s c h e d u l e d .   E v e n  a f t e r  t h e   e x c l u s i o n  
o f   e x p e n d i t u r e s   r e l a t e d  t o  t h e s e   i n v e a t n r e n t s ,   b o t h   t h e   b u d g e t   a n d   t h e  
c u r r e n :   a c c m n t   d e f i c i t s   s h o v e d  a s h a r p   d e t e r i o r a t i o n  a s  compared w i t h  
1981. Unless a d d i t i o n a l   e x t e r n a l   b u d g e t a r y   a s s l s t a n c e   h a v e   b e e n   m o b i l i z e d  
o r  d r a s t i c  measures t a k e n   d u r i n g  the  last quarter, t h e  tudget  a n d   b a l a n c e  
of p a y m e n t s   d e f i c i t s  for 1982 w i l l  be s u b s t a n t i a l l y  larger  t h a n   i n   1 9 8 1 ,  
and vou ld  l e a d  t o  a s e r i o u s  loss i n  reserves or f u r t h e r   a c c u m u l a t i o n  of 
domestic a n d   e x t e r n a l   p a y m e n t s  arrears .  

I n   t h e   c o n t e x t  of t h e   d e t e r i o r a t i o n   e x p e r i e n r e d   d u r i n g   1 9 8 2   a n d   t h e  
lagging pace  i n  t h e   i m p l e m e n t a t i o n  of b a s i c   r e f o r m s ,  prosperts for 1983 
a n d  t h e  following y e a r s  appear worr i some .  Without a d e q u a t e   a d j u s t m e n t  
m e a s u r e s ,   b o t h   b u d g e t a r y   a n d   b a l a n c e  of paynrent 6 d e f i c i t s  w i l l  be e x t r a -  
o r d i n a r i l y  large,  a n d   t h e   e x t e r n a l   d e b t   s e r v i c e   r a t i o  for the next  f e w  
years i s  e x p e c t e d  to r i se  r a p i d l y  from t h e   r u r r e n t   l e v e l   o f  1 7  per c e n t .  



Even t h o u a h   t h e  Mruritanirn a u t h o r l t l r o  rra c o n f l d e n t   t h a t   t h e y  could 
a t t r a c t  l o n g t e r m   e x t e r n a l   a r r i a t a n c e  and o b t a i n   f u r t h e r   d e b t  rcliaf €rao 
f r i e n d l y   o i l - p r o d u c i n g   c o u n t t i e m ,  they &greed t h a t   e x t e r n a l   a a r i a t a n c e  
would  not be a s u b r t l t u t t  for t h e   d c r i r a b l c   d j u r t m n t r   n e e d e d   I n   c e r t a i n  
r e c t o r r  of t h e  cconcmy- Thus ,  a combin r t ion  of e x t e r n a l   f i n a n c i n g   a n d  
r t r o q  i n t a r n d  maaurar  rhou ld  be implementad to  b r ing  abmt t h e   n c c r r r a r y  
r c d u c t i o n r  i n  t h e   i a b a l a n c e r   i n   a n  orderly a n d   e f f i c i e n t  way. The pace  
of t h e  d j u r t m e n t  will d e p e n d   g r e a t l y  on t h e   m o u n t  of t h e  arrlr tancr which 
will be a v a i l a b l e  i n  t he   coming  y e a n  to  f inance   bo th   p l anned   i nv r r tmcn tm 
and t h e   c u r r a n t   o p e r r t l o n r  of t h e   h r d p t .   G i v e n   t h e   d e c l i n i n g   t r e n d  of 
gran t , ,   and   t he   impor t ance  of c o n t a i n i n g   t h e   g r o w t h  of d e b t   r e r v l c e   c q n m i t -  
men ta ,   t he  r taff  b e l i e v r e   t h a t  I t  11 l m p e r a t l v e  for M a u r i t a n i a  to  take 
early and comprchcnrive  a tepm  to  reduce t h e   d e f i c i t   i n   e x t e r n a l  current 
a c c o u n t o  I t  needr   t o  be enphaeizcd t h a t   d e b t   r e r c h e d u l i n g   p r o v i d e e   o n l y  
temporary r e l i e f   a n d   t h a t  borrowla even a t   c o n c e e e i o n a r y  t e r n  a l s o  adds  
t o  debt  senrice. 

T h e   i n t e r n a l   d j u e m e n t   m e a s u r e s   c a u l d ,   i n   t h e   v i e w  of t h e  s ta f f ,  b e  
implelocntcd i n  t h e  framework of t h e   e c o n o m i c   s t r a t e g y   d e f i n e d  i n  t h e  new 
deve lopmen t   p l an .   The   co rne r s tone   fo r  an Improved f i n a n c i a l   s i t u a t i o n  
uould h a v e   t o  be a d c t e m i n e d   e f f o r t  to  s t r e n g t h e n  f i s c a l  p e r f o r m a n c e ,   i n  
p a r t i c u l a r   o n   t h e   r e v e n u e   s i d e .  I n  t h i s  regard, a e t r e n g t h e n i n g  of t a x  
admin ie t r a t ion   and   T reasu ry   menagemnt  is l n d i e p e n e a b l e .  It would aleo be 
e s e e n t i a l   t o   t a k e  more d e c i s i v e   a c t i o n   t o   s t r e n g t h e n   t h e   s t r u c t u r e  of 
p u b l i c   e n t e r p r l r e e   ( o t h e r   t h e n  SNIM) a n d   t h e  banks and t o  promote agri- 
c u l t u r a l   d e v e l o p m e n t .  At t h e  sane time, i t  will be n e c e s s a r y ,   p o s s i b l y  
w i t h  World Bank m e l t s t a n c e ,   t o  improve p r o j e c t   e v a l u a t i o n   p r o c e d u r e s  as 
well ae t h e  overall progrcunmlng of lrnreetment i n   o r d e r   t o   e n e u r e   a n  ef f l -  
d e n t  uee of reeourcea a n d   t o   p r e v e n t  a f u r t h e r   a g g r a v a t i o n  of t h e   e x t e r n a l  
d e b t   s e r v i c i n g   b u r d e n .   I n   t h e   s t a f f  B o p i n i o n ,   t h e e e   p o l i c i e s   s h o u l d  be 
a rcanpan led  by a c o r r e c t i o n  of t h e   a p p r e c i a t i o n  of t h e   o u g u i y a   b e t w e n  
1O30 and 1982 and by t h e   a d o p t i o n  of a f l e x i h l e   e x c h a n g e   p o l i c y  for t h e  
f u t u r e .  

D e s p i t e  tbe p r e v a i l i n g  preesuree on t h e  b a l a n c e  of payments, 
Maur i t an ia ' e   exchange   and   t r ade  system h a s   r e m i n e d  r e l a t ive ly  l i b e r a l .  
The  basic fo re ign   exchange  limits f o r   b s i n e e s  travel abroad were raised 
i n  1981, a n d   a d d i t i o n a l   a m o u n t s  were sold i n  bona f ide  cases. Limite con- 
t i m e  t o  a p p l y   o n   t h e  sale of f o r e i g n   e x c h a n g e   f o r   t r a v e l  a d  s a l a r y   r e n i t -  
t a n c e s   a n d   t h e i r   m a i n t e n a n c e   c o n s t i t u t e s   r e e t r l c t i o n s   s u b j e c t   t o  Fund 
a p p r o v a l   u n d e r  Art ic le  VIII, S e c t i o n   2 ( a ) .   G i v e n  the d i f f i c u l t   b a l a n c e  of 
p a y a e n t s   s i t u a t i o n   a n d   t h e  weak net reaewe p o e l t i o n ,   t h e  s taff  recommends 
t h e   c o n t i m e d   a p p r o v a l  of t h e s e   r e s t r i c t i o n s .   T h e   s t a f f   r r o u l d  urge t h e  
a u t h o r l t i e e  t o  g i v e   t h e   h i g h e s t   p r i o r i t y  t o  t h e   e l i m i n a t i o n  cf d e l a y s   i n  
d e b t  eervice payments by t h e  C o v e r m e n t  ae part of t h e i r   c a n p r e h e n e i v e  
a d j u e   t m n t  program. 



V. Propored  Decirion 

The iollwlng d r a f t   d e c l r i o n  I8 proporod for  a d o p t i o n  by t h e  Bxerutlva 

Board: 

1. The Fund taker t h l r   d e c l r i o n   r e l a t l l r g  t o  M a u r i t a n i a ' r  exchange 

~ a a u r o u  o u b j c c t  to  A r t  t c  le VI1 f ,  Sect Ion8 2 and 3 ,  and i n   c o n c l u d l u  

the 1982 Article XIV c o n r u l t a t l o n  w l t h  H a u r l t a n l a ,   i n   l l a h t  of t h e  Art ic le  

I V  c o n r u l t a t l o n  w l t h  M a u r i t a n i a   c o n d u c t e d   u n d e r   D e c i r i o n  No. 3392-(77/63),  

adoptd Apri l  29, 1 9 7 7   ( S u r v e i l l a n c e   o v e r   E r e h a m e  Rate P o l i r l e r r ) .  

2. The Fund noter t h a t ,  d e s p i t e   p r e r r u t e o   o n   t h e   b a l a n c e  of p a y w n t r ,  

M a u r i t a n i a ' s  exchange r y e t a n  h a 8  r e m a i n e d   r e l a t i v e l y  f r e e  of r c r t r i c t i o n r .  

In view of t h e   c i r c u m e t a n c t r  of M a u r i t a n i a ,   t h e  Fund a p p r o v e r   t h e  rertrlc-  

t i o m  on t h e  bale of f o r e i g n  exrharlge for t r a v e l  a d  s a l a r y   r e m i t t 8 n c e 8 ,  

u n t i l  Merch 31,  1984 or t h e   n e x t  Article IV c o n e u l t a t i o n ,   w h i c h e v e r  comes 

f i r s t .  The  Fund *auld u r g e   M e u r l t a n i a  to  e l i m i n a t e   i t a   e x t e r n a l  arreare 

am soon as pose  i b l e .  



IUUITTAJJIA - Baoic D8ta 

Atrr. populat ion.  and ODP par capita 

1 . 1  mtll lon r q r v r e  kilome t a r r  
1.5 million 
2 e 5  per c e n t  
SDU j97 

( I n  milllono of o u p u i y r r )  

Crorr d o u r t i c  p r o d u c t  a t  
1973 prlcer 13 , 362  14,092  14,6 12 15,849  16,483 

Rural r a c t o r  

P l r h i w  
I n d u r t r l a l   r e c t o r  

O f  &lrh:  l l v e r t o c k  

Of which: mining 
f l r h  p r o c a r a i q  

C o n o t r u c t l o n ,   p u b l i c  Wrk6, 

I n d i r e c t  tax leer  6 u b i d i e s  
and r e r v i c c r  

Cror r  domc6tic produc t  a t  
currant r8rket price8 

B e r o u r r e  gap 

6 , 2 8 1  
1,242 

3 ,462  3,452 
( 3,065)  ( 3,085) 

674 708 
2 ,474  2 ,347  

(1 ,574)  (1 ,330)  
(141)  <222)  

6 ,229  6 , 7 3 3  
1 ,253  1,372 

6 , 9 7 3  b b  

1,546 0 . .  

7,795  7 ,727 9 ,247  9 ,893   15 ,581  

G r o e o   d o r e r t l c   e x p e n d i t u r e  31,995  34,745  39,507  43,807  52,886 

Coruurnption 25,358  28,055  28,618  30,850  38,810 
Gross c a p i t a l  f o m a t l o n  6 , 4 5 7  6 ,690   10 ,889   12 ,957   14 ,076  

Gross d o m e s t i c  savings -1,338 -1,037 1 ,642  3 ,064  -7 19 
Groee n a t i o n a l  savings -3 , 138 -3,205 62  1,852 -2,388 

Government   f inance &/ 

Cur rent revenue 5,300 6 , 15lt  5 , 105 6,981 6,960 
O f  which: iron ore  r o y a l t i e s  " 2 21 3 13 38 8 4 20 

f l e h i n g  royalt iee 2 /1 ,566  92 2 72 2 1 ,393  1 ,467  
11,375 11 ,199  9 ,677  11 ,046  11 ,709  

6 ,075  5 ,045  4 , 572 4 ,065  4 ,749  
Total eKpenditure 3 /  

- 
Budget  oe f i c i  t 

- 

- 1/ on a cslendar-year basis. - 2/ Including export taxes on f i s h .  - 3/ Including a m o r t i z a t i o n  of e x t e r n a l   d e b t .  
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~ ~ R ~ T M I A  - Baric Data (concluded) 

Monetary rutvey (and of pr fod)  
Foreign aemeta (net)  
Dowmtic c r e d i t  

Clafma o n   C o v c r m e n t   ( n e t )  
C l a i m s  on the economy 

Brod mney 
Low-term botrowfw by bnnks 
Other lters ( n e t )  

Ba lance  of paymanto 

Importo, f.0.b. 
E x p o r t s ,  f.0.b. 

Of \rhlch: p e t r o l e u m   p r o d u c t 8  
c a p l t  e l  goods 

Services ( n e t )  A/ 
P r i v a t e   u n r e q u i t e d   t r a n s f e r s  

C u r r e n t   a c c o u n t   b a l a n c e  
O f f  i c l a l  u n r e q u i t e d  transfers 
N o m o n e t a r y   c a p i t a l   ( n e t )  &/ 

O v e r a l l   b a l a n c e  
Arreare ( d e c r e a s e  -) 
Net f o r e i g n  assets ( i n c r e a s e  -) 

O u t s t a n d i n g   e x t e r n a l  debt 
( end  of period) 

Gross o f f i c i a l   f o r e i g n   r e s e r v e s  
(end of period) 

Terms of t r a d e  
E x p o r t  pr ice  
Import p r i c e  

197 8 
" 

6 ,075  
4,588 
1 ,199  

28 8 
( -500)  

5,264 

-1 ,7 12  
9,372 

5 1 1  
8,861 
5,161 

8 8 2  
1 ,6 1 7  

9 5  
-2 13 

(19)  
( 3 2 !  
-2 9 
-2 3 

-17 1 
109 

56 
-6 

9 
-3 

50 5 

67 

-14.9 
-11.8 

3.7 

1979  1980 - " 

4,849 7 ,02  3 

-1,069 -1,556 
9,922 11,709 

874 1,628 
9.048 10,08 1 
5,674 7,080 

604 4 16 
2 ,375  2,659 

APPENDIX I 

198 1 - 

4,06 5 
1,331 
1 , 3 8 9  
1 ,345  

(703 1 

6,116 

-737 
13,557 
2 , 3 3 1  

11,226 
9 , 4 3 1  

201 
3 , 188 

( I n  m i l l i o n 6  of SDRe) 

114 
-2 21 

( 3 3 )  
( 2 3  1 
-3 7 
-2s 

- 172 
9 1  

100  
19 
-8  

-11 

14 1 
-247 

( 2 5 )  
( 3 3 )  
-7 8 
-2 5 

-199 
80 
8 9  - 30 
2 4  

6 

2 29 
-3 28 

( 5 4 )  
(4 5)  
-91  
-18 

-207 
8 5  

150 
29 
-18 - 10 

5 20 6 3 7  7 85 

9 6  118 15 2 

(Annual per cent change)  

-12.2 -2 - 9  7.9 
0.1 9.9 13.3  
13.2 1 4  -0 5 .o 

198 2 
Proj. 
- 

4,749 
39 0 

1 ,210  
3,149 

( 2 , 4 8 3 )  

6 ,989  

-2,897 
17,393 

4,814 
12,579 
11 ,496  

77 
2.92 3 

217 
-403 

( 6 1 )  
( 9 0 )  
-99 
-2 1 

-306 
5 3  

2 15 
-38 
. a m  .. . 

1,072 

. . I  

-1.7 
2 . 1  
3.9 

c 1/ I n c l u d e s  f i sh ing  r o y a l t i e s .  - 21 Including a l l o c a t i o n  of SDRs. 



Data of rrmberrhlpt 

Quota : 

Exchawe r y r  tm: 
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Uurltanla - Ralationr wi th  tha Fund L/ 

APPBNDIX 11 

f n t r r v e n t i o n   c u r t a n t y  and t h e  rate: 

S D A / L O C ~ ~  currency e q u i v a l e n t :  

Fund   ho ld ing r  of c u r r e n c y :  

SDR p o r i t i o n :  

Gold d i e t r i h r t i o n e :  

Direct d i s t r i b u t i o n  of p r o r L t e  
from gold  ealce:  

Truet  Fund loan d iabur semen t8 :  

S u b s i d i e s  on c o s t s  of SPF 
reaourcee 

Bmptmber 10, 1963 

SDR 25.5 ail l i o n  

S i n c e  Jaruay 2 2 ,  1974 t h e  axcharnu 
ra te  of the ouguiya har k e n  
datemined  on t h e  h ~ l r  of I 
basket of c u r r e n c l e c .  

SDR 1 UM 97.071 

271.98 per c e n t  of quota (of rrhich 
41.18 per c e n t   u n d e r   t h e  compen- 
e a t o r y  f i n a n c i n g  f a c i l i t y ,  2.25  
under t h e  o i l  f r r l l i t y  a td  
62.59 per cent u n d e r   t h e  rupple- 
r n e n t a r y   f i q a n c i n g   f a c i l i t y ) .  

C u r r e n t   h o l d i n g s  a t e  SDR 57,879 or 
0 . 3  per cent of n e t  cumulative 
e l l o c a t   i o n  o€  SDR 9.72 mil l i o n .  

11,124.698 ounces 

USS2.09 mil Lion 

9DR 12.70  m i l l i o n  

SDR 1 D336 ,785 

Last Ar t ic le  IV c o n s u l t a t i o n   d i e c u s s i o n 8  

The L a s t  Article N c o n s u l t a t i o n   d i s c u s m i o n e   w i t h   H a u r l t a n i a  were h e l d  i n  
Nouakchott d u r i n g  the period November 13-28, 1979,   fo l lowed by addit  l o n a l  
d i e c u a e l o n e  a t  Fund headquarters d u r i n g   t h e  period February 12-15, 1980. 
T h e   e t * f f  '@port (SM/80/73) was discussed by the  E x e c u t i v e  Board on 
A p r l l  I d ,  1980, and t h e  f o l l m u i n g   d e c i s i o n  was taken: 

- 1/ Ae of October 31, 1982. 
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Uaur i t an ia  - Rela t ione   wi th   the  Fund (concluded) 

1. The  Fund take, t h i e   d e c i r i o n   r e l a t i n g   t o   H a u r i t a n i a ' s   e x c h a n g e  
maeureo   subjec t  t o  A r t i c l e  VIII, Sect ion8  2 and 3 ,  and i n  concluding  the: 
1979 Article X I V  c o n e u l t a t i o n   w i t h   M a u r i t a n i a ,   i n  the l i g h t  of t he  1979 
A r t i c l e  IV conuul ta t ion  with  Mauri tania   conducted  under   Decis ion Nom 
5392-(77/63), adopted A p r i l  29, 1977  (Surve i l lance  aver Exchange Rate  
P o l i c i e e )  . 

2 m  The  Fund n o t e s   t h a t ,   d e s p i t e  prLceuree on the balance of payments, 
Mauritania 's   exchange  eyetern  has  reaulned  relatively free of r e s t r i c t i o n s .  
I n  view of the   c i rcumstances of Mauri tan ia ,   the  Fund approves the r e e t r i c t i o n e  
on the  sale of foreign  exchange for t r ave l   and   ea l a ry   r emi t t ances  as descr ibed  
i n  SM/80/91 u n t i l  June 30, 1981 or t he   nex t   Ar t l c l e  N consul ta t ion,   whichever  
comes f i r s t .  The Fund wculd encourage  Mauri tania  t o  e l imina te  i t s  external 
a r r e a r s  as soon as poss ib le .  

/?he approval of Mauritania 's   exchange restrictions mder the  above 
decisTon was ex tended   un t i l  March 31, 1982 ,   t hen   un t i l  August 31, 1982, 
f i n a l l y  m t i l  January  31, 1383 o r  t h e  canp le t ion  of the   next   Ar t ic le  IV 
consul ta t ion,   whichever  is the e a r l i e r   ( D e c i s i o n  Nom 7107/82/114  adopted  on 
August 20,  1982).7 - 



- 28 - APPENDIX I11 

I(rut1troir - Rela t ion r   w i th  the World Bank Group Ai 

A. B8nk loam rnd IDA credltr  

Amount lcrr  c a n c e l l a t i o n  c 21 

Flrrral 
_year borrower Purpore Bank 

One loan   and   n ine   c r ed i t e   fu l ly   d i sbu recd   66  .O 

- 

1976 h u r  1 tanla Technical   Aesietance 
1979 Mauri tania  U t b n  and  Rural 

19 80 SN XI4 Guelbr   I ron Ore 60 a 0  

1981 Maur i t  ania Corgol I r r i g a t i o n  
19 82  Mauritania Petroleum Explora t ion  
1982 31 Mur I t a n i a  Second Education 
1982 'si Plaurltanla Fourth Highway 
1983 11 Maur l t a n i a  Technica l   Ass is tance  

Development 

TOTAL 126 .O 
of whlch has  been  repaid  66 .O 

T o t a l  now outetanding  60.0 
Tota l   undisbursed  32.7 

B. Loans e x p e c t e d   t o  be approved i n  1983,   3rd-4th  quarters  

Maur i t a n i a  
Mauri tania  

Tot  a1 

C. Techn ica l   a s s i s t ance  

Since  1977  the Bank 
of Planning i n  t h e  area6 
e e c t o r a l  policies and i n  
(1981-85).  The Bank hae 
Rural  Development Agency 

SONADER - Technica l   Ass is tance  
Smal l - sca l e   I r r iga t ion  

(US$ m i l l i o n )  

I D A  

35.5 

2.7 

- 

8 a 0  

15 .o 
3 a 0  

5.7 
4 .o 
4.6 

78.5 
1.6 

76.9 
30.5 

8 .O 
8 .O 

16 .O 

- 

Undisbursed 

" 

2.8 
32.7 
11.2 

2.2 
5.7 
4 a 0  
4.6 

63.2 

63.2 

8 .O 
8 .O 

16 .O 

- 

has   been   p rov id ing   t echn ica l   a s s i s t ance   t o   t he   Min i s t ry  
of macroeconomic a n a l y s i s ,   p r o j e c t   e v a l u a t i o n ,  and 
t h e   p r e p a r a t i o n  of the  Five-Year  Development  Plan 
a l s o  been   provid ing   technlca l   ass i s tance   to   Maur i tan ia ' s  
(SONADER). C u r r e n t l y ,   t h e  Bank i s  assisting the   Maur i t an ian  

eu thor i t iee   wi th   an- in-depth   rev iew of t he   ope ra t ions  of major p u b l i c  e n t e r p r i s e s  
and i n   t h e   f o n n u l a t l o n  of a r e h a b i l i t a t i o n   p l a n  €or t h e   p u b l i c   e n t e r p r i s e   s e c t o r .  

1: As of October 31,  1982. - 2 /  Prior   to   exchange  adjustments .  - 31 Not yet effect ive.  

I - 


