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MALI 

S t a f f  Repor t  f o r  t h e  1981 Ar t ic le  I V  Consu l t a t ion  

Prepared  by t h e  S t a f f  R e p r e s e n t a t i v e s  f o r  t h e  1981 
Consu l t a t ion  wi th  Mali 

Approved by Louis  M. Goreux and S .  Kanesa-Thasan 

( I n  c o n s u l t a t i o n  wi th  Exchange and Trade R e l a t i o n s ,  F i s c a l  
Affairs, Lega l ,  and T r e a s u r e r ' s  Deparments) 

October 27, 1981 

The 1981 Ar t ic le  I V  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  Mali were he ld  i n  
Bamako d u r i n g  t h e  pe r iod  A p r i l  27-May 1 4 ,  1981 and September 10-16, 19810 
The Malian r e p r e s e n t a t i v e s  inc luded  M r .  D. Keita, M i n i s t e r  o f  F inance  and 
Commerce, Mr. M. Ag Hamani, M i n i s t e r  of P lann ing ,  M r .  T. D i a k i t e ,  Min i s t e r  
of State E n t e r p r i s e s ,  M r .  N. Kone, M i n i s t e r  of Rura l  Development, Colonel  
Sekou Ly, M i n i s t e r  o f  Educat ion ,  Mr. 1. Kanoute,  P r e s i d e n t  of t h e  Board of  
D i r e c t o r s  o f  t h e  C e n t r a l  Bank o f  Mali and D i r e c t o r  o f  t h e  Cabine t  of t h e  
P r e s i d e n t  of  t h e  Republ ic ,  and o t h e r  s e n i o r  o f f i c i a l s  o f  m i n i s t r i e s  and 
a g e n c i e s  concerned  w i t h  economic and f i n a n c i a l  matters. The s t a f f  
r e p r e s e n t a t i v e s  involved  i n  two mis s ions  were Messrs. Ch. A. Franqois  
(head-AFR) Buu Hoan (AFR), A. F a r i a  (AFR), J. Simpson ( A F R ) ,  F. Corfmat 
(FAD), J. Clement (EP-AFR), A. Pe ra  (EP-ETR) and R. Kronenberg (EP-AF'R), 
and Mrs. I. Klo tz  (secretary-AFR). Mr. S .  Nana-Sinkam, Execu t ive  D i r e c t o r  
f o r  Mali, p a r t i c i p a t e d  i n  some o f  t h e  d i s c u s s i o n s  i n  May. 

Mali c o n t i n u e s  t o  a v a i l  i t s e l f  o f  t h e  t r a n s i t i o n a l  a r rangements  of 
Art ic le  XIV. A summary of Mali's r e l a t i o n s  w i t h  t h e  Fund and t h e  World Bank 
i s  provided i n  Appendices I and 11. 

I. Background and Recent  Developments 

1. B a s i c  t r e n d s  d u r i n g  1972-80 

During t h e  per iod  1972-80 t h e  Malian economy d i s p l a y e d  i n c r e a s i n g  i n t e r -  
n a l  and e x t e r n a l  imbalances ,  r e f l e c t i n g  profound s t r u c t u r a l  problerps exacer-  
ba ted  by a d v e r s e  exogenous f a c t o r s ,  n o t a b l y  f r e q u e n t  d rough t  c o n d i t i o n s  ( i n  
1973, 1979 and 1980) and a s h a r p  d e t e r i o r a t i o n  i n  t h e  terms o f  t r a d e  (25 
per c e n t ) .  As a r e s u l t ,  b o t h  o v e r a l l  and s e c t o r a l  growth i n  real g r o s s  
domest ic  product  (G'DP) was e r r a t i c  ( T a b l e  1) .  Real GDP i s  o f f i c i a l l y  
r epor t ed  t o  have expanded a t  a modera t e ly  r a p i d  rate f o r  t h e  pe r iod  as a 
whole (4.6 pe r  annum), a l t h o u g h  t h e r e  are  i n d i c a t i o n s  t h a t  t h i s  r a t e  may 
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Table 1. Mali: Se lec t ed  Economic and F i n a n c i a l  I n d i c a t o r s ,  1972-81 

(In p e r  c e n t )  

19 72-80 1979 1980 19 8 1  
Compound rate F o r e c a s t  

Trends  i n  income and e x p e n d i t u r e  

Growth rate i n  real  terms: 
Pr imary  s e c t o r  
Secondary s e c t o r  
T e r t i a r y  s e c t o r  

3.6 15.7 - 3 . 1  -1.9 
3.3 1.0 -0.8 -1.1 
6.7 15.7 0.2 1.1 

T o t a l  GDP 4.6 10.9 -1.2 -0.1 

1972 1/ -- 
Investment/Nominal  GDP 15.9 23.5 22.0 22.5 
Gross domes t i c  savings/Nominal  GDP 6.4 4.5 2.7 1.3 
Resource  gap/Nominal GDP 9 . 5  19.0 19.3 21.2 

P r i c e s  and wages 

Food p r i c e  i n d e x  
N a t i o n a l  minimum wage 

Trends  i n  government f i n a n c e  

Growth rates : 
Budgetary revenue  
Budgetary e x p e n d i t u r e  
Ex t rabudge ta ry  revenue  
E x t r a b u d g e t a r y  e x p e n d i t u r e  

Conso l ida t ed  revenue/Nominal GDP 

Conso l ida t ed  expendi ture /Nominal  GDP 

Conso l ida t ed  def i c i t / N o m i n a l  GDP 

O f  which : budget  

O f  which: budget  

O f  which: budget  

Trends  i n  monetary a g g r e g a t e s  

Growth r a t e s :  
N e t  domest ic  c r e d i t  

C r e d i t  t o  t h e  Government 
C r e d i t  t o  t h e  economy 

Money and quasi-money 

Money and quasi-money/Nominal GDP 
N e t  f o r e i g n  l i a b i l i t i e s / N o m i n a l  GDP 

14.6 -0.1 20.1 . .. 
18.6 ... 12.8 -- 

14 .1  
16.5 
23.1 
25.0 
- 1972 I/ 
14.8- 
11.0 
21.3 
13.1 

6.5 
2 .1  

17.0 
12.6 
21.7 
19.2 

1972.1 / 
18.7 
1 7 . 6  

5.0 
16.4 

6.7 
21.0 

17.4 
10.6 
32.0 
14.4 
14.6 

3.8 

1 2 . 1  
9 . 4 

14.4 
14.9 

26.3 
20 .1  

8.2 
11.6 

9.4 
1.2 

17.6 
10.7 
31.3 
15.0 
14.0 

4.3 

6.4 
4.8 
7.8 
6 . 1  

23.4 
20.2 

17.7 
0.5 

13.8 
20.0 

18.9 
11.6 
32.4 
13.9 
13.5 

2.3 

11.8 
10.1 
1 3 . 1  
10.9 

26.6 
21.2 

~~ 

Sources: Data provided  by t h e  Mal ian  a u t h o r i t i e s ;  and s t a f f  estimates. 

1/ R a t i o  i n  per c e n t .  - 
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be o v e r e s t i m a t e d .  On ave rage ,  t h e  h i g h e s t  growth rate was r eco rded  i n  t h e  
t e r t i a r y  s e c t o r  (7  p e r  c e n t  per annum), r e f l e c t i n g  i n c r e a s e d  government 
e x p e n d i t u r e  and t r a d e  a c t i v i t i e s .  By c o n t r a s t ,  t h e  aye rage  growth rate 
f o r  t h e  p r imary  s e c t o r  was 3.6 per c e n t  w i t h  c o t t o n  p r o d u c t i o n  and l i v e s t o c k  
expanding s t e a d i l y  ove r  t h e  pe r iod ,  cereal p r o d u c t i o n  i n c r e a s i n g  somewhat 
more modera t e ly  ( w i t h  most growth o c c u r r i n g  o n l y  i n  t h e  1978/79 s e a s o n ) ,  
and groundnut  p r o d u c t i o n  d e c l i n i n g  s t e a d i l y .  A s  domes t i c  s a v i n g s  d e c l i n e d  
markedly,  real p e r  c a p i t a  consumption a p p e a r s  t o  have i n c r e a s e d  a t  a n  
a v e r a g e  r a t e  o f  abou t  1 p e r  c e n t  over  t h e  whole p e r i o d ,  a l t h o u g h  i t  dec l ined  
between 1977 and 1980- 
i t  d e c l i n e d  by one t h i r d  i n  1978-80 because o f  a t i g h t  wage p o l i c y  and an 
a c c e l e r a t i o n  i n  t h e  ra te  of i n f l a t i o n .  

While t h e  real  minimum wage improved u n t i l  1977, 

The e x p a n s i o n  i n  t h e  economy d u r i n g  t h e  p e r i o d  1972-80 w a s  suppor t ed  
by a s u b s t a n t i a l  i n c r e a s e  i n  p u b l i c  i nves tmen t  i n  t h e  c o n t e x t  o f  t h e  Five-Year 
Development P l a n  (1974-78), which i s  e f f e c t e d  m o s t l y  o u t s i d e  t h e  government 
budget.  A s  a r e s u l t ,  g r o s s  investment  as  a p r o p o r t i o n  o f  GDP i n c r e a s e d  from 
16 p e r  c e n t  i n  1972 t o  a n  ave rage  o f  22 p e r  c e n t  i n  1979-80. Most o f  t h e s e  
i n v e s t m e n t s  aimed a t  i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c t i o n ,  deve lop ing  agro- 
i n d u s t r i e s ,  and expanding t h e  t r a n s p o r t  and ene rgy  i n f r a s t r u c t u r e .  As 
domes t i c  s a v i n g s  weakened s e r i o u s l y  d u r i n g  t h e  p e r i o d ,  ma in ly  because of 
t he  f i n a n c i a l  d e t e r i o r a t i o n  o f  t h e  p u b l i c  s e c t o r ,  t h e  inves tmen t  e f f o r t  
was f inanced  e s s e n t i a l l y  by f o r e i g n  r e sources .  

The performance o f  p u b l i c  e n t e r p r i s e s ,  which dominate  most o f  a c t i v i t i e s  
i n  t h e  modern s e c t o r  of t h e  economy, weakened c o n s i d e r a b l y  d u r i n g  t h e  
pe r iod ,  p a r t i c u l a r l y  a f t e r  1977. Most s t a t e  e n t e r p r i s e s  i n c u r r e d  s u b s t a n t i a l  
o p e r a t i n g  l o s s e s ,  due p r i m a r i l y  t o  i n e f f i c i e n t  management, worn-out equipment,  
o v e r s t a f f i n g ,  i n s u f f i c i e n t  supp ly  o f  raw mater ia l s ,  and i n a d e q u a t e  p r i c i n g  
p o l i c i e s .  Between 1974 and 1979 a l o n e ,  t h e  annua l  l o s s e s  of  t h e  12 l a r g e s t  
e n t e r p r i s e s  i n c r e a s e d  from MF 700 m i l l i o n  (1 p e r  c e n t  of  sales) t o  MF 25.5 
b i l l i o n  ( 2 1  p e r  c e n t  o f  s a l e s ) .  1/ Most of  t h e s e  l o s s e s  were f inanced  by 
i n c r e a s e s  i n  domes t i c  c r e d i t ,  a c & m u l a t i o n  o f  t a x  arrears  and u t i l i z a t i o n  
of c a p i t a l .  A f t e r  1977 t h e  a l r e a d y  weak f i n a n c i a l  p o s i t i o n  o f  t h e s e  e n t e r  
Grises was a g g r a v a t e d  by t h e  s t r i c t e r  c r e d i t  p o l i c y  pursued by t h e  C e n t r a l  
Bank, t h e  accumula t ion  of  unpaid b i l l s  due from c u s t o m e r s  ( i n c l u d i n g  t h e  
Government), and i n t e n s i v e  government e f f o r t s  t o  c o l l e c t  t a x  arrears. 

During 1972-80 government f i n a n c e s  d e t e r i o r a t e d  s h a r p l y .  A s  growth i n  
budgetary e x p e n d i t u r e  (17 p e r  c e n t  pe r  annum) exceeded growth i n  budge ta ry  
revenue ( 1 4  p e r  c e n t  p e r  annum), t h e  T r e a s u r y  d e f i c i t  ( e x c l u d i n g  s p e c i a l  funds 
and fo re ign - f inanced  inves tmen t s )  widened from MF 3.9 b i l l i o n  (2.1 p e r  c e n t  o f  
GDP) i n  1972 t o  MF 24.2 b i l l i o n  (4.3 p e r  c e n t  of  GDP) i n  1980. Given t h e  
i r r e g u l a r  i n f low o f  e x t e r n a l  budge ta ry  a s s i s t a n c e  and t h e  s t a t u t o r y  c o n s t r a i n t s  
l i m i t i n g  t h e  Government's a c c e s s  t o  c e n t r a l  bank c r e d i t ,  adequa te  f i n a n c i n g  
of t h e  d e f i c i t  was n o t  a v a i l a b l e ,  and t h e  T r e a s u r y  accumula t ed  a s u b s t a n t i a l  

- 1 /  SDR 1 = MF 550 (1980 p e r i o d  a v e r a g e ) .  



volume of domes t i c  and e x t e r n a l  payments arrears. Furthermore,  t h e  COP 
p o s i t i o n  o f  government spending w a s  skewed so t h a t  a l a r g e  p a r t  o f  t h e  
i n c r e a s e  i n  budgetary  expend i tu re  went t o  t h e  compensation of  government 
employees ( c i v i l  s e r v a n t s  and t h e  armed f o r c e s )  and t o  c u r r e n t  t r a n s f e r s  
( m o s t l y  s c h o l a r s h i p s ) ,  whi le  real expend i tu re  on maintenance and materials 
d e c l i n e d ;  a s  a r e su l t ,  Mali's p h y s i c a l  i n f r a s t r u c t u r e  and t h e  q u a l i t y  of 
government s e r v i c e s  d e t e r i o r a t e d .  An i n c r e a s i n g  number of f i s c a l  o p e r a t i o n s ,  
i n c l u d i n g  cereals s u b s i d i e s ,  s e r v i c i n g  of  t h e  d e b t ,  a g r i c u l t u r a l  e x t e n s i o n  
s e r v i c i n g ,  road  b u i l d i n g  and maintenance,  and most inves tments ,  were 
e f f e c t e d  o u t s i d e  the  budget and f inanced  by earmarked t a x  r e s o u r c e s  o r ,  i n  
t h e  c a s e  o f  i nves tmen t s ,  by f o r e i g n  a s s i s t a n c e  t i e d  t o  s p e c i f i c  p r o j e c t s .  
Taking such e x t r a b u d g e t a r y  o p e r a t i o n s  i n t o  accoun t ,  t h e  c o n s o l i d a t e d  f i s c a l  
d e f i c i t  widened from 6.5 per  c e n t  of GDP t o  1 4  per  c e n t  over t h e  per iod .  

Desp i t e  t h e  moderate r a t e  of  i n c r e a s e  i n  c r e d i t  t o  t h e  Government d u r i n g  
1972-80 ( 1 3  p e r  c e n t ) ,  t o t a l  domest ic  c r e d i t  i nc reased  a t  an average  ra te  o f  
17 pe r  c e n t ,  r e f l e c t i n g  t h e  22 p e r  c e n t  growth rate i n  c r e d i t  t o  t h e  economy. 
As much o f  t h e  i n c r e a s e  i n  c r e d i t  t o  t h e  economy f inanced  t h e  growing l o s s e s  
of s t a t e  e n t e r p r i s e s  and accumulated i n t e r e s t  c h a r g e s ,  l i t t l e  domest ic  c r e d i t  
w a s  channeled  t o  p roduc t ive  a c t i v i t i e s ,  and non r ecove rab le  l o a n s  came t o  
comprise an i n c r e a s i n g  p r o p o r t i o n  of  banks '  p o r t f o l i o s .  Although t h e  expans ion  
i n  domest ic  c r e d i t  l e d  t o  a s u b s t a n t i a l  i n c r e a s e  i n  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 system, broad money grew a t  an  annual  ave rage  rate o f  19 p e r  
c e n t  a r a t e  s i g n i f i c a n t l y  f a s t e r  t han  t h a t  of  nominal GDP. Thus, t h e  
r a t i o  of  broad money t o  GDP r o s e  from 19 p e r  c e n t  i n  1972 t o  25  p e r  c e n t  
i n  1979-80, i n d i c a t i n g  a r a p i d  i n c r e a s e  i n  h o l d i n g s  of  money. 

Although expor t  r e c e i p t s  i n c r e a s e d  s i g n i f i c a n t l y  ove r  t h e  pe r iod  1972-80, 
t h e  c u r r e n t  account  d e f i c i t  of  t h e  b a l a n c e  of payments widened from 10 per  
c e n t  of GDP i n  1972 t o  19 p e r  c e n t  i n  1980,  main ly  because o f  a r a p i d  
i n c r e a s e  i n  imports .  The i n c r e a s e  i n  e x p o r t  r e c e i p t s  r e s u l t e d  from a n  
expans ion  i n  product ion  and e x p o r t  of  c o t t o n  and ,  a f t e r  1974, of l i v e s t o c k .  
The e x p o r t  of  l i v e s t o c k ,  mos t ly  t o  Senegal  and t h e  Ivory  Coas t ,  is e f f e c t e d  
l a r g e l y  o u t s i d e  of  o f f i c i a l  c h a n n e l s ,  w i t h  p a r t  of  t h e  p roceeds  be ing  used 
d i r e c t l y  t o  f i n a n c e  t h e  import  o f  consumer goods o r  r e t a i n e d  i n  t h e  form 
of CFA banknotes ,  which a re  wide ly  used i n  Mali. The s t e e p  r ise i n  t h e  
v a l u e  of  impor ts  can be a t t r i b u t e d  l a r g e l y  t o  inves tment  goods,  f o o d s t u f f s ,  
and petroleum p roduc t s ;  o t h e r  impor t s  i n c r e a s e d  v e r y  l i t t l e .  While f o r e i g n  
a i d  and non monetary c a p i t a l  i n f l o w s  grew r a p i d l y  over  t h e  p e r i o d ,  t h e  
o v e r a l l  ba lance  of  payments d e f i c i t  n e v e r t h e l e s s  widened from SDR 7.4 
m i l l i o n  i n  1972 t o  SDR 31 m i l l i o n  in 1980. These d e f i c i t s  were f inanced  
l a r g e l y  by inc reased  l i a b i l i t i e s  under  t h e  o p e r a t i o n s  accoun t  w i t h  t h e  
French Treasury  and,  t o  a lesser e x t e n t ,  by an i n c r e a s e  i n  e x t e r n a l  payments 
a r r e a r s  of  t h e  p u b l i c  s e c t o r .  Some a d d i t i o n a l  f i n a n c i n g  w a s  a l s o  provided  
by l o a n s  under t h e  T r u s t  Fund i n  1977-80. 

Mali's d i sbur sed  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  l i a b i l i t i e s  under  
t h e  Opera t ions  Account and r e p u r c h a s e  o b l i g a t i o n s  t o  t h e  Fund) i n c r e a s e d  
from SDR 267 m i l l i o n  i n  1972 t o  SDR 693 m i l l i o n  i n  1980. However, as  a 
p r o p o r t i o n  of GDP, i t  d e c l i n e d  from 80 p e r  c e n t  i n  1972 t o  72 p e r  c e n t .  
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P a r t  o f  t h i s  d e c l i n e  r e f l e c t s  t h e  c a n c e l l a t i o n  of SDR 78 m i l l i o n  i n  debt  
by t h e  Fede ra l  Repub l i c  of Germany and France  i n  t h e  l a t t e r  year .  Owing 
t o  t h e  c o n c e s s i o n a l  n a t u r e  o f  most l o a n s  and t h e  r e s c h e d u l i n g  o f  l oans  
extended by t h e  U-S-S-R. and China,  t h e  d e b t  service r a t i o  amounted t o  
o n l y  7.3 p e r  c e n t  o f  e x p o r t s  i n  1980. 

2. Performance under  t h e  T r u s t  Fund Program 

To l i m i t  t h e  d e t e r i o r a t i o n  of  t h e  f i n a n c i a l  s i t u a t i o n ,  t h e  Malian 
a u t h o r i t i e s  a d o p t e d ,  i n  c o n n e c t i o n  w i t h  a r e q u e s t  f o r  a T r u s t  Fund loan  i n  
r e s p e c t  o f  t h e  f i r s t  p e r i o d ,  a f i n a n c i a l  program suppor t ed  f o r  t h e  per iod  
October 1977 t o  December 1978 (TR/77/43). Another f i n a n c i a l  program 
suppor t ed  by a l o a n  from t h e  Trus t  Fund i n  t h e  second pe r iod  was adopted 
i n  e a r l y  1979 (TR/79/15). These programs c a l l e d  f o r  a r e d u c t i o n  i n  t h e  
budget  d e f i c i t ,  a s t r e n g t h e n i n g  i n  t h e  performance o f  t h e  p u b l i c  enter- 
p r i s e s  and a slower i n c r e a s e  i n  nonseasonal  domest ic  c r e d i t .  It w a s  expec ted  
t h a t  t h e  measures  adop ted ,  t o g e t h e r  wi th  f a v o r a b l e  e x p e c t a t i o n s  f o r  pro- 
duc t ion ,  would l i m i t  t h e  o v e r a l l  ba l ance  o f  payments d e f i c i t s .  Performance 
under t h e s e  programs d u r i n g  1978-79 f e l l  s u b s t a n t i a l l y  s h o r t  of  e x p e c t a t i o n s ,  
however, p a r t l y  on accoun t  o f  t h e  drought  i n  1977/78 bu t  a l s o  because a 
number of p o l i c i e s  and measures  s p e c i f i e d  i n  t h e  program were n o t  implemented. 
A comparison of t h e  program t a r g e t s  w i t h  a c t u a l  performance i s  p resen ted  
i n  Table  2. L/ 

Although t h e  second f i n a n c i a l  program suppor t ed  by t h e  T r u s t  Fund 
f o r m a l l y  ended on May 31, 1980, t h e  a u t h o r i t i e s  adopted  budget ,  c r e d i t  and 
ba lance  o f  payments o b j e c t i v e s  f o r  t h e  whole o f  1980 (TR/80/10). When 
formula ted  i n  J a n u a r y  1980, t h e  program aimed t o  l i m i t  t h e  o v e r a l l  1980 
ba lance  o f  payments d e f i c i t  t o  SDR 23.5 m i l l i o n  ( e x c l u d i n g  t h e  SDR a l l o c a t i o n ) ,  
an amount which cou ld  be f inanced  by d i sbur semen t s  under  t h e  Trus t  Fund, a 
purchase under  t h e  compensatory f i n a n c i n g  f a c i l i t y ,  and a f u r t h e r  accumula t ion  
of  l i a b i l i t i e s  under  t h e  o p e r a t i o n s  account .  The budget  d e f i c i t  (exc luding  
s p e c i a l  funds  and inves tmen t  f inanced  d i r e c t l y  by e x t e r n a l  a s s i s t a n c e )  was 
t o  be  reduced t o  MF 6 .2  b i l l i o n  i n  1980, t h rough  b o t h  a marked i n c r e a s e  i n  
revenue and a c u r t a i l m e n t  i n  t h e  growth o f  c u r r e n t  e x p e n d i t u r e .  The program 
a l s o  inc luded  t a r g e t s  €or t o t a l  domest ic  c r e d i t  and c a l l e d  f o r  i nc reased  
e f f o r t s  t o  r e h a b i l i t a t e  t h e  main p u b l i c  e n t e r p r i s e s  t h r o u g h  s t r u c t u r a l  
r e fo rms ,  improved manage r i a l  e f f i c i e n c y ,  i n c r e a s e d  p a r t i c i p a t i o n  of p r i v a t e  
c a p i t a l  and upward a d j u s t m e n t s  i n  c e r t a i n  r e t a i l  p r i c e s .  

Although t h e  o v e r a l l  economic and f i n a n c i a l  per formance  remained 
r e l a t i v e l y  u n s a t i s f a c t o r y  i n  1980,  p a r t i c u l a r l y  i n  t h e  area of  p u b l i c  
f i n a n c e s ,  t h e  a u t h o r i t i e s  made some p r o g r e s s  i n  f o r m u l a t i n g  s t r u c t u r a l  
reforms and i n  i n i t i a t i n g  a d j u s t m e n t  measures .  N e v e r t h e l e s s ,  because o f  a 
r e d u c t i o n  i n  a g r i c u l t u r a l  p r o d u c t i o n ,  and a s h a r p  d r o p  i n  t h e  e x t e r n a l  
terms o f  t r a d e  (10 p e r  c e n t ) ,  t h e  o v e r a l l  d e t e r i o r a t i o n  i n  t h e  ba l ance  o f  
payments p o s i t i o n  cou ld  n o t  b e  con ta ined  a s  envisaged .  The budget d e f i c i t ,  

~~ 

- 1 /  For a d e t a i l e d  r ev iew,  see TR/80/10, S e c t i o n  11. 
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T a b l e  2 .  Mali: Execut ion of F i n a n c i a l  Program.Suppor ted  by t h e  
T r u s t  Fund Loans of 1978-80 

Tar$e ts Outcome 

Overall b a l a n c e  of payments d e f i c i t  A/ ( I n  m i l l i o n s  of SDRs) 

1978 
1979 
1980 

5.4 
8.0 

23.5 

21.5 2 1  
2 4 . 5  ?/ 
3 1 . 4  T l  - 

Overall T r e a s u r y  d e f i c i t  ( I n  b i l l i o n s  of Mali f r a n c s )  

1978 
1979 
1980 

5.0 11 .9  3 1  
3 . 6  19.8 ?/ 
6.2 24.0 71 - 

Increase i n  non-seasonal  domest ic  credi t  ( I n  per c e n t )  

1978 
1979 
1980  

9.0 12.7 
e. 3 8 . 6  
9.0 51 6 . 4  - 4 /  

11 Excluding  t h e  a l l o c a t i o n s  of SDR and d i s b u r s e m e n t s  from t h e  T r u s t  Fund. 
- 2 1  

31 
4 1  Net domes t i c  c r e d i t .  

- 
I n c l u d i n g  c u r r e n t  e x t e r n a l  payments arrears of t h e  T r e a s u r y  and p u b l i c  

I n c l u d i n g  c u r r e n t  payments arrears of the Treasu ry .  
e n t e r p r i s e s .  
- 
- 
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i n s t ead  of  dec l in ing  a s  envisaged, increased t o  more than MF 24 b i l l i o n ,  
a s  revenue f e l l  sho r t  by MF 12.2 b i l l i o n  of t he  program t a r g e t  of  MF 71.6 
b i l l i o n  whi le  expendi tures  exceeded t h e  program l i m i t  of  MF 77.8 b i l l i o n  
by about MF 5.6 b i l l i o n .  
a n o t i c e a b l e  weakening i n  ove ra l l  t ax  adminis t ra t ion  but  a l s o  because t h e  
budgeted growth i n  revenue was overest imated d e s p i t e  t h e  unfavorable  economic 
prospec ts .  Consequently, t h e  8 per  cen t  increase  i n  revenue during 1980 
r e f l e c t e d  mainly t h e  in t roduct ion  of a new t a x  on petroleum consumption i n  
March 1980, while  o t h e r  revenue s tagnated.  Expenditures exceeded t h e  
program ob jec t ive ,  mainly a s  a r e s u l t  of  rap id  growth i n  government employ- 
ment and a nonbudgeted s a l a r y  inc rease  of  10 per  cen t  e f f e c t i v e  March 1, 1980. 
The inc rease  i n  the  wage b i l l  was p a r t l y  o f f s e t  by a f r eez ing  of expendi tures  
f o r  ma te r i a l  and equipment a t  t h e  l eve l  appropr ia ted  f o r  1979 and by the  
temporary r educ t ion  i n  educat ion expendi tures  a s soc ia t ed  with t h e  c losu re  of  
s eve ra l  schools  fol lowing s tudent  un res t  i n  mid-1980. As t h e  recourse t o  
c e n t r a l  bank c r e d i t  remained wi th in  the  s t a t u t o r y  l i m i t ,  t h e  budget d e f i c i t  
was l a r g e l y  financed by fore ign  a s s i s t a n c e  ( 2 4  per  cen t  of cu r ren t  revenue) 
and by a f u r t h e r  accumulation of arrears,  which a t  the  end of  December 
1980 t o t a l e d  MF 21 b i l l i o n  (one t h i r d  of cu r ren t  revenue). 

The revenue s h o r t f a l l  occurred p a r t l y  because of 

Although major f i n a n c i a l  d i f f i c u l t i e s  cont inued t o  beset publ ic  en ter -  
p r i s e s ,  t h e i r  aggrega te  l o s s e s  r e l a t i v e  t o  s a l e s  appear t o  have decl ined 
i n  1980 fol lowing r e t a i l  p r i c e  inc reases ,  t h e  c l o s u r e  o f  SCAER ( t h e  agency 
r e spons ib l e  €or  d i s t r i b u t i n g  a g r i c u l t u r a l  i npu t s ) ,  and t h e  i n i t i a l  s teps  
t o  r e s t r u c t u r e  SOMIEX, t h e  s ta te  e n t e r p r i s e  holding a monopoly on the  
import of  b a s i c  consumer goods and export  of co t ton  and groundnuts. Further- 
more, t h e  Cent ra l  Bank's po l icy  of denying red iscount  f a c i l i t i e s  t o  f inance  
ope ra t ing  l o s s e s  of  s t a t e  e n t e r p r i s e s ,  inc luding  those  r e s u l t i n g  from 
p r i ce  subs id i e s  on bas i c  consumer goods, was s t r i c t l y  enforced f o r  t he  
f i r s t  t i m e  s ince  the  po l i cy ' s  formal i n t roduc t ion  i n  1977. During 1980 
and the  f i r s t  n ine  months of 1981 s u b s t a n t i a l  upward adjustments  were 
made i n  t h e  r e t a i l  p r i c e s  of widely marketed goods ( e d i b l e  o i l :  43 per 
cent ;  sugar:  40 per  c e n t ;  f l o u r :  39 p e r  cen t ;  and milk: 36 pe r  cent )  t o  
r e f l e c t  a c t u a l  cos t .  The p r i c e  of a l l  petroleum products  was ra i sed  by 
125 p e r  cen t  t o  r e f l e c t  t he  inc rease  i n  import c o s t s  and the  new excise 
taxes ;  a f u r t h e r  i nc rease  of 16 per  cen t  i s  p resen t ly  envisaged, which 
would br ing the  p r i c e  of  r egu la r  gaso l ine  t o  MF 520 per  l i t e r  (equiva len t  
t o  about USS3.50 per  ga l lon) .  

Reflect ing the  reduced government recourse t o  bank f inanc ing  and a 
s t r i c t e r  c r e d i t  po l i cy  toward t h e  rest  of  t h e  economy, t h e  expansion i n  ne t  
domestic c r e d i t  slowed from 12 per  cent  i n  1979 t o  6.4 p e r  cen t  i n  1980, and 
t h a t  of c r e d i t  t o  t h e  economy, inc luding  pub l i c  e n t e r p r i s e s ,  decl ined from 
1 4  per cent  t o  8 p e r  c e n t ,  w e l l  below t h e  program t a r g e t .  The slower 
c r e d i t  expansion, toge ther  with an inc rease  i n  n e t  fo re ign  l i a b i l i t i e s ,  
caused the growth i n  money p lus  quasi-money t o  d e c l i n e  from 15 pe r  cen t  i n  
1979 t o  6 p e r  cen t  i n  1980, a r a t e  w e l l  below t h e  growth i n  nominal GDP. 
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Despi te  a marked increase  i n  export  earn ings ,  Mali's cur ren t  account 
d e f i c i t  of t h e  balance of payments d e t e r i o r a t e d  f u r t h e r ,  from 17.5 per  
cen t  of GDP i n  1979 t o  19 per  cen t  i n  1980 (Table 3). The increase  i n  
export earn ings  ( 3 8  per  cent )  was due t o  an improvement i n  the  p r i c e  and 
volume o f  co t ton  exports ,  including t h e  expor t s  of s tocks  ca r r i ed  over 
f r o m t h e  previous c rop  season, and t o  a sharp  growth i n  proceeds from 
l i v e s t o c k s  exports.  11 Most of t he  inc rease  i n  import payments r e f l ec t ed  
the  s h a r p  h ike  i n  o i r  p r i ces ,  h igher  imports  of foods tuf fs ,  and import 
payments e f f ec t ed  i n  Mali f ranc  banknotes i n  neighboring countr ies .  Even 
though most of  t h e  cur ren t  d e f i c i t  w a s  f inanced by o f f i c i a l  t r a n s f e r s  and 
nonmonetary c a p i t a l ,  these  inf lows were i n s u f f i c i e n t  t o  cover t h i s  d e f i c i t ,  
and t h e  o v e r a l l  d e f i c i t  consequently widened from SDR 24 mil l ion  i n  1979 
t o  SDR 31 mi l l i on  i n  1980, an amount 3 4  per  cen t  higher than t h e  program 
objec t ive .  About one t h i r d  of t h i s  d e f i c i t  w a s  f inanced by disburse- 
ments under t h e  Trust  Fund (SDR 5.6 mi l l i on )  and the  a l l o c a t i o n  of SDRs 
(SDR 2 . 7  mil l ion) ;  t h e  remainder w a s  f inanced by an inc rease  i n  l i a b i l i t i e s  
under t h e  opera t ions  account and by a f u r t h e r  accumulation of cur ren t  
e x t e r n a l  payments a r r e a r s  of t h e  publ ic  sec tor .  A t  t h e  end of December 
1980 g r o s s  i n t e r n a t i o n a l  reserves amounted t o  only  SDR 12 mil l ion ,  a l e v e l  
equiva len t  t o  less than two weeks o f  imports .  L i a b i l i t i e s  under the  
o p e r a t i o n s  account amounted t o  SDR 1 7 1  mi l l i on ;  t h e  opera t ing  balance 
( t o t a l  l i a b i l i t i e s  less accrued i n t e r e s t  and t h e  consol ida ted  debt  r e l a t e d  
t o  emergency cereals  imports) amounted t o  SDR 75 mil l ion .  

11. Report on t h e  Discussions 

The consu l t a t ion  d iscuss ions  were conducted i n  conjunct ion with p r e l i -  
minary d i scuss ions  on a comprehensive r e h a b i l i t a t i o n  program f o r  Mali 
which i t  was hoped by the  Malian a u t h o r i t i e s  could be supported by use of  
Fund resources  i n  the  near  fu ture .  They focused on the  main f a c t o r s  
respons ib le  f o r  t he  profound s t r u c t u r a l  problems fac ing  t h e  country and on 
the  short- term and m e d i m t e r m  a d j u s t p o l i c i e s  requi red  t o  s t imu la t e  domestic 
supply and reduce Mali's economic and f i n a n c i a l  imbalances. These d iscuss ions  
bene f i t ed  from various t echn ica l  a s s i s t a n c e  miss ions  from the  World Bank 
which focused on a g r i c u l t u r a l  p o l i c i e s ,  pub l i c  e n t e r p r i s e s  and investment 
p o l i c i e s ,  and took p lace  i n  the  con tex t  of  t h e  p repa ra t ion  of  t h e  new 
development plan f o r  1981-85 and n e g o t i a t i o n s  f o r  Mali's e n t r y  i n t o  the  
West Afr ican Monetary Union (WAMU), scheduled f o r  la ter  i n  1981. 

The economic and f i n a n c i a l  developments i n  1981 appear  t o  be mixed. 
Agr i cu l tu ra l  production during t h e  1980/81 c rop  year  f e l l  sharp ly  due t o  
i n s u f f i c i e n t  r a i n f a l l .  Marketed product ion of  co t ton  and groundnuts dec l ined  
by 24 per  cen t  and output of  c e r e a l s  ( m i l l e t ,  sorghum, corn  and rice) was 
repor ted  t o  have decl ined by one t h i r d .  Moreover, t h e  r a t e  of capac i ty  
u t i l i z a t i o n  i n  manufacturing a l s o  f e l l  dur ing  t h e  f i r s t  p a r t  of the  year ,  
p r imar i ly  because o f  lengthy e l e c t r i c i t y  stoppages.  Taking i n t o  account some 
inc reases  i n  o t h e r  s e c t o r s ,  mainly c o n s t r u c t i o n  and s e r v i c e s ,  r e a l  GDP i s  

11 Because of  l ack  of custom d a t a ,  t h e  expor t  of. l i v e s t o c k  i s  es t imated  on 
th; b a s i s  of remi t tances  of CFA banknotes. 
between such expor t s  and p r i v a t e  c a p i t a l  in f low cannot e a s i l y  be made. 

Consequently, t h e  d i s t i n c t i o n  
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Table 3. Mali: Analytical Presentation of the Balance of Payments A/,  1972-81 

(In millions of SDRs) 

19 72 1979 1980 1981 
Provisional Forecast 

Exports 

Of which: cotton 
1 ive s t ock 

Imports, c.i.f. 

Of which: foodstuffs 
petroleum products 

Services and private transfers (net) 

Errors and omissions 21 

Current account 

Project aid and technical assistance 

Of which: official grants 

Adjusted current balance 

Food aid 

Financial budgetary assistance 

Debt repayments 

Other (net) 

Public transfers and capital 
balance (net 

Overall balance 

Memorandum items 

Current account/Nominal GDP 

Adjusted balance/Nominal GDP 

Overall balance/Nominal GDP 

External public debt/Nominal GDP 

Debt service/Exports 

41.9 

14.2 
8.5 

-77.8 

-20.5 
-7.3 

-0.6 

3.8 

-36.5 

- 31 17.5 

11,o 

-18.6 

1.0 

4.3 

-1.1 

7.0 

11.2 

-7.4 

- 

10.5 

5.3 

2.1 

80.0 

8.4 

114.0 157.5 

61.7 79.2 
27.5 45.6 

-271.3 -346.0 

-37.1 -60.5 
-42.9 -63.7 

-10.0 3.5 

1.8 -10.7 

-165.5 -195.7 

115.3 125.7 

68.1 61.2 

-50.2 -70.0 - 
4.5 8.5 

16.0 29.7 

-4.4 -4.4 

9.6 4.8 

25.7 38.6 - - 
-24.5 -31.4 

(In per cent) 

17.6 19.4 

5.3 6.9 

2.6 3.1 

63,O 72.1 

8.6 7.3 

125.1 

53.1 
43.2 

-313.0 

-60.5 
-65.0 

7.2 

-- 

-180.7 

125.7 

57.9 

-55.0 - 
15.4 

15.0 

-7.1 

5.5 

28.8 

-26.2 

19.6 

6.0 

2.8 

... 
12.5 

Source: Data provided by the Malian authorities. 

- 1! 
- 2 1  
31 

Incluaing external pa.yments arrears. 
Related mainly to trade accounts. 
Directed financed by grants and concessional loans. 

- 
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p r o j e c t e d  t o  d e c l i n e .  Despi te  t h e s e  unfavorable  product ion  developments,  
t h e  budget  and  o v e r a l l  balance o f  payments d e f i c i t s  a r e  l i k e l y  t o  be reduced 
s i g n i f i c a n t l y  i n  1981 fo l lowing  t h e  implementa t ion  of  t h e  ad jus tment  measures 
d i s c u s s e d  i n  t h i s  s e c t i o n .  

1. Economic and development p o l i c i e s  

A f t e r  several y e a r s  o f  s t a g n a t i o n  i n  inves tmen t ,  t h e  Government h a s  
succeeded  i n  a c c e l e r a t i n g  s h a r p l y  t h e  r a t e  of p u b l i c  inves tment  i n  t h e  frame- 
work of t h e  Five-Year Development P lan  (1974-78) t o  22 p e r  c e n t  o f  GDP i n  
1980. The p u b l i c  investment  r e a l i z e d  d u r i n g  t h e  pe r iod  1974-80, i nc lud ing  
an u n i d e n t i f i e d  amount a s s o c i a t e d  w i t h  r e c u r r e n t  costs ,  amounted t o  MF 416 
b i l l i o n ,  o r  more than  tw ice  t h e  annual  amount s p e n t  under t h e  p rev ious  
plan.  Most of t h e s e  inves tments  were a l l o c a t e d  t o  p r o d u c t i v e  s e c t o r s ,  
w i th  pr imary  emphasis  g iven  t o  c o t t o n  and i r r i g a t e d  r i c e  p r o j e c t s  (31 per 
c e n t ) ,  i n d u s t r i e s  (15 pe r  c e n t ) ,  and t r a n s p o r t a t i o n  (13 pe r  c e n t ) .  
c o n s t r u c t i o n  o f  a mul t ipu rpose  dam a t  S e l i n g u e ,  t h e  l a r g e s t  s i n g l e  p r o j e c t  
under t h e  p l a n  (14 p e r  c e n t )  was completed i n  1980, and i t  became o p e r a t i o n a l  
i n  t h e  second h a l f  of  1981. Most o f  t h e s e  inves tmen t s  were f inanced  by 
e x t e r n a l  r e s o u r c e s ,  main ly  g r a n t s  and c o n c e s s i o n a l  l o a n s  from b o t h  b i l a t e r a l  
and m u l t i l a t e r a l  sou rces ;  less t h a n  one  t e n t h  was f inanced  by domest ic  
r e s o u r c e s ,  i n c l u d i n g  budget a p p r o p r i a t i o n s  and earmarked funds  o f  govern- 
agenc ie s .  During t h i s  per iod  p r i v a t e  inves tmen t  remained approximate ly  
unchanged a t  abou t  5 p e r  c e n t  of  GDP, and c o n s i s t e d  main ly  o f  hous ing  and 
an i n c r e a s e  i n  l i v e s t o c k .  

The 

The Malian a u t h o r i t i e s  acknowledged t h a t  t h e  growth i n  a g r i c u l t u r a l  and 
i n d u s t r i a l  p roduc t ion  h a s  no t  been commensurate w i t h  t h e  impress ive  i n v e s t -  
ment e f f o r t .  Bes ides  t h e  long  g e s t a t i o n  p e r i o d s  and d e l a y s  i n  implementa t ion  
of  a number of p r o j e c t s ,  t h e y  c o n s i d e r e d  t h a t  r e c u r r i n g  y e a r s  o f  adve r se  
weather  c o n d i t i o n s  and t h e  r a p i d  rise i n  t h e  c o s t  o f  impor ted  i n p u t s  were 
l a r g e l y  r e s p o n s i b l e  f o r  t h e  low r a t e  o f  o u t p u t .  N e v e r t h e l e s s ,  t h e y  a l s o  
expressed  d i s s a t i s f a c t i o n  wi th  t h e  r e s u l t s  of t h e i r  economic p o l i c i e s .  
From an h i s t o r i c a l  p e r s p e c t i v e ,  t h e y  e x p l a i n e d  t h a t  Mali had e s t a b l i s h e d  
an  e x t e n s i v e  s t r u c t u r e  o f  government monopol ies ,  a g r i c u l t u r a l  a g e n c i e s  and 
p u b l i c  e n t e r p r i s e s  i n  t h e  e a r l y  1960s w i t h  a v iew t o  a c c e l e r a t i n g  economic 
and s o c i a l  development and compensating f o r  t h e  l a c k  o f  p r i v a t e  i n i t i a t i v e  
i n  t h o s e  yea r s .  
pa rapub l i c  s t r u c t u r e  h a s  n o t  been a b l e  t o  meet t h e  Government 's  e x p e c t a t i o n s .  
As a consequence,  most o f  t h e s e  e n t i t i e s  have  been  beset wi th  f i n a n c i a l  
d i f f i c u l t i e s  which have prevented  normal p r o d u c t i v e  o p e r a t i o n s .  

However, wi th  a few n o t a b l e  e x c e p t i o n s ,  most o f  t h i s  

S ince  1980 t h e  Government h a s  begun t o  u n d e r t a k e  a major  r e e v a l u a t i o n  
of  t h e  c o u n t r y ' s  development performance and t o  r e o r i e n t  economic p o l i c i e s  
i n  o r d e r  t o  e n s u r e  a more e f f i c i e n t  u s e  of r e s o u r c e s  i n  t h e  f u t u r e .  The 
new economic p o l i c i e s ,  which were endorsed  by an  e x t r a o r d i n a r y  congres s  o f  
t h e  r u l i n g  p a r t y  i n  February  1981, a r e  embodied i n  t h e  r e c e n t l y  adopted 
Five-Year Development P lan  (1981-85). To a c h i e v e  t h e i r  economic and s o c i a l  
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o b j e c t i v e s  more e f f i c i e n t l y ,  t h e  a u t h o r i t i e s  i n t e n d  to  promote a better 
ba lance  between t h e  r e s p e c t i v e  r o l e s  of  t h e  government s e c t o r ,  t h e  mixed 
e n t e r p r i s e  sector and t h e  p r i v a t e  s e c t o r .  To t h a t  end, t h e y  w i l l  encourage 
t h e  p a r t i c i p a t i o n  o f  t h e  p r i v a t e  s e c t o r  i n  a l l  economic a c t i v i t i e s ,  c o n v e r t  
c e r t a i n  p u b l i c  e n t e r p r i s e s  i n t o  mixed o r  p r i v a t e  companies,  and reduce  t h e  
sha re  of p u b l i c  e x p e n d i t u r e  r e l a t i v e  t o  aggrega te  demand. The s t a f f  
emphasized t h a t  a r e s t r u c t u r i n g  o f  t h e  economy wi th  a view t o  improving 
economic management w i l l  r e q u i r e  major  re forms,  main ly  i n  t h e  areas o f  
a g r i c u l t u r e  and p u b l i c  e n t e r p r i s e s  and investment  planning.  

I n  l i n e  w i t h  t h i s  p o l i c y  r e o r i e n t a t i o n ,  t h e  Malian r e p r e s e n t a t i v e s  
i n d i c a t e d  t h a t  i n  1980 and 1981 t h e  Government had a l r e a d y  t a k e n  a number 
o f  d e c i s i o n s  and i n i t i a t e d  re forms aiming a t  s t i m u l a t i n g  a g r i c u l t u r a l  
p roduc t ion  through h i g h e r  market  i n c e n t i v e s  and an improvement i n  e x t e n s i o n  
s e r v i c e s  and marke t ing  a r rangements .  These d e c i s i o n s  can  be  summarized as 
fo l lows :  

a .  During t h e  l a s t  two y e a r s ,  o f f i c i a l  a g r i c u l t u r a l  p roduce r  
p r i c e s  were i n c r e a s e d  s h a r p l y  t o  l e v e l s  which are now c o n s i s t e n t  w i t h  
t h o s e  p r e v a i l i n g  i n  ne ighbor ing  c o u n t r i e s .  These a d j u s t m e n t s  a p p l i e d  t o  
maize ( 8 0  p e r  c e n t ) ,  mi l le t  (70 p e r  c e n t ) ,  paddy (61 p e r  cen t ) ,  tobacco  
(20 p e r  c e n t ) ,  c o t t o n  (18  p e r  cen t )  and groundnuts  (13 p e r  c e n t )  and 
were accompanied by a r e d u c t i o n  i n  s u b s i d i e s  f o r  a g r i c u l t u r a l  i n p u t s .  The 
Malian r e p r e s e n t a t i v e s  r ega rded  t h e  c u r r e n t  l e v e l  of  p roduce r  p r i c e s  a s  
adequate  t o  ensu re  p r o f i t a b i l i t y  in a g r i c u l t u r e  d u r i n g  1981; n e v e r t h e l e s s ,  
t h e y  s t a t e d  t h a t  producer  p r i c e s  would be kept  under  c o n s t a n t  r e v i e w  t o  
ensu re  t h a t  t h e y  remain s u f f i c i e n t l y  r emunera t ive  t o  encourage  a g r i -  
c u l t u r a l  p roduc t ion .  

b.  The marke t ing  of cereals h a s  been d e  f a c t o  l i b e r a l i z e d  b o t h  f o r  
import  and domest ic  p roduc t ion  s i n c e  February  1981. The l e g i s l a t i o n  
provid ing  f o r  t h e  a b o l i t i o n  o f  t h e  government monopoly and for t h e  o rgan i -  
z a t i o n  of  p r i v a t e  t r a d i n g  i s  be ing  completed.  

c. OPAM ( O f f i c e  d e s  P r o d u i t s  A g r i c o l e s  du Mali), t h e  s ta te  agency f o r  
marke t ing  c e r e a l s ,  i s  be ing  r e s t r u c t u r e d  w i t h  t h e  a s s i s t a n c e  of t h e  World 
Bank, w i t h  a view t o  l i m i t i n g  i t s  a c t i v i t i e s  t o  m a i n t a i n i n g  o f f i c i a l  s e c u r i t y  
s t o c k ,  supp ly ing  s e l e c t e d  p u b l i c  i n s t i t u t i o n s  and d e f i c i t  r e g i o n s ,  and s t a b i -  
l i z i n g  p r i c e s  a t  s u p p o r t a b l e  l e v e l s .  O f f i c i a l  r e t a i l  p r i c e s  f o r  m i l l e t  
and r i c e ,  which a r e  now c o n s i d e r a b l y  below market p r i c e s ,  w i l l  be inc reased  
i n  November. The s t a f f  e x p e c t s  t h a t  t h e s e  p r i c e  i n c r e a s e s ,  in combina t ion  
wi th  t h e  r e s t r u c t u r i n g  measures  and t h e  use  of  food a i d  c o u n t e r p a r t  funds ,  
w i l l  permi t  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  s u b s i d i e s  f i n a n c e d  by earmarked 
t a x e s ,  t h e r e b y  f r e e i n g  r e s o u r c e s  t o  reduce  t h e  budget  d e f i c i t .  

d .  The a u t h o r i t i e s  a r e  u n d e r t a k i n g ,  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 Bank, a comprehensive r ev iew of t h e  o p e r a t i o n s  of t h e  a g r i c u l t u r a l  
agenc ie s  (Opera t ions  d e  Developpement R u r a l ) ,  w i t h  t h e  o b j e c t i v e  o f ,  i n t e r  
a l i a ,  fo rmula t ing  p r o p o s a l s  t h a t  c a n  c o n t r i b u t e  t o  improving t h e i r  e f f i c i e n c y  
and reducing t h e i r  c o s t  f o r  t h e  budget .  
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e. O t h e r  measures implemented i n  1981 i n c l u d e  t h e  e n t e r i n g  i n t o  
o p e r a t i o n  o f  a n  A g r i c u l t u r a l  Development Bank ( w i t h  f o r e i g n  c a p i t a l )  and 
t h e  e s t a b l i s h m e n t  of  a P r i c e  S t a b i l i z a t i o n  Fund f o r  e x p o r t  commodities and 
a C e n t r a l  Procurement  Bureau f o r  a g r i c u l t u r a l  i n p u t s .  A s t u d y  o f  t h e  
r e s t r u c t u r i n g  of  t h e  groundnuts  s e c t o r  w i l l  be under taken  soon wi th  a s s i s t a n c e  
from t h e  World Bank. 

During 1981 t h e  Government h a s  a l s o  made p r o g r e s s  i n  t h e  implementa t ion  
of  a program adopted i n  March 1980 t o  r e s t r u c t u r e  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  and t o  r e e s t a b l i s h  f i n a n c i a l  e q u i l i b r i u m  by 1985. Th i s  program 
e n v i s a g e s  t h e  c l o s u r e  of  t hose  p u b l i c  e n t e r p r i s e s  deemed t o  b e  nonviable ,  
t h e  opening  of  c e r t a i n  o t h e r s  t o  p r i v a t e  c a p i t a l ,  and t h e  r e o r g n i z a t i o n  of  
e n t e r p r i s e s  c o n s i d e r e d  by t h e  Government t o  be o f  s t r a t e g i c  importance.  
lke Malian a u t h o r i t i e s  exp la ined  t h a t  t o  d a t e  t h e  o n l y  e n t e r p r i s e  t o  have 
been c l o s e d  w a s  SCAER ( S o c i c t 6  de C r e d i t  A g r i c o l e  e t  -d'Equipement 
Rura l )  which had accumulated more than  MF 13 b i l l i o n  o f  l o s s e s  between 
1973 and 1980,  bu t  t h e  c l o s u r e  o f  s i x  o t h e r  small companies w a s  envisaged 
i f  p r i v a t e  p a r t n e r s  could no t  b e  found. A ma jo r  r e o r g a n i z a t i o n  of SOMIEX 
(Soc iS tE  Malienne d ' Impor t  e t  d 'Expor t ) ,  t h e  l a r g e  s t a t e  e n t e r p r i s e  
t h a t ,  i n t e r  a l i a ,  h o l d s  a monopoly on t h e  impor t  o f  b a s i c  consumer goods 
and t h e  e x p o r t  o f  c o t t o n ,  is proceeding  s a t i s f a c t o r i l y .  T h i s  r e o r g a n i z a t i o n  
should r e s t o r e  t h e  f i n a n c i a l  e q u i l i b r i u m  of  i t s  d i s t r i b u t i o n  a c t i v i t i e s  i n  
1981 and i n c l u d e s  t h e  s c a l i n g  down o f  a c t i v i t i e s  t o  o n l y  e i g h t  b a s i c  consumer 
goods,  t h e  d i v e s t i t u r e  o f  most r e t a i l  s t o r e s ,  a r e d u c t i o n  i n  p e r s o n n e l ,  
and an i n c r e a s e  i n  sales p r i c e s .  Because o f  i t s  i n f l u e n c e  on energy  sav ing ,  
t h e  a u t h o r i t i e s  a re  g i v i n g  h igh  p r i o r i t y  t o  t h e  r e h a b i l i t a t i o n  o f  t h e  
e l e c t r i c  company (En6rgie  du Mali); t o  t h a t  end ,  a program prepared  wi th  
t e c h n i c a l  and f i n a n c i a l  a s s i s t a n c e  from t h e  World Bank w i l l  be implemented 
s h o r t l y .  A g e n e r a l  su rvey  w i l l  be unde r t aken  i n  t h e  coming months, wi th  
t h e  a s s i s t a n c e  of  f o r e i g n  c o n s u l t a n t s ,  t o  f o r m u l a t e  s p e c i f i c  re forms f o r  
t h e  o t h e r  p u b l i c  companies under t h e  s u p e r v i s i o n  o f  t h e  M i n i s t r y  of S t a t e  
E n t e r p r i s e s  as  w e l l  as a timetable f o r  t h e i r  implementa t ion .  While 
acknowledging t h e  need f o r  fundamental  measures  t o  r e h a b i l i t a t e  t h e  pub l i c  
e n t e r p r i s e  s e c t o r ,  t h e  Malian r e p r e s e n t a t i v e s  e x p r e s s e d  t h e  v i ew t h a t  a 
r a p i d  r e d u c t i o n  o f  o v e r s t a f f i n g  would be  d i f f i c u l t  i n  v iew o f  t h e  l i m i t e d  
employment o p p o r t u n i t i e s  i n  t h e  rest o f  t h e  economy. Fur thermore ,  w i t h  
t h e  l i m i t e d  c a p a c i t y  f o r  domest ic  s a v i n g s ,  s i z a b l e  f o r e i g n  f i n a n c i a l  a s s i s t a n c e  
would be needed t o  r e s t o r e  t h e  c a p i t a l  base  n e c e s s a r y  f o r  normal p roduc t ion  
c o n d i t i o n s .  

The Malian 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 ,  i n  f o r m u l a t i n g  wage and p r i c e  
p o l i c i e s  i n  t h e  l a s t  t h r e e  y e a r s ,  t h e y  have  g i v e n  pr ime c o n s i d e r a t i o n  t o  
reducing  p r e s s u r e s  on t h e  budget  and t h e  f i n a n c i a l  s i t u a t i o n  o f  p u b l i c  e n t e r -  
p r i s e s .  However, t h e y  expres sed  conce rn  abou t  t h e  sho r t - t e rm r e p e r c u s s i o n s  
of t h e  p r i c e  a d j u s t m e n t s  on t h e  real  incomes o f  t h e  p o o r e s t  segments  of t h e  
popula t ion .  
p r i c e  s u b s i d i e s  f o r  b a s i c  consumer goods and  t h e  s h a r p  i n c r e a s e  i n  t h e  p r i c e s  
of pe t ro leum p r o d u c t s ,  t h e  r a t e  of  p r i c e  i n c r e a s e ,  a s  measured by a weighted 

They i n d i c a t e d  t h a t  as a r e s u l t  o f  t h e  removal o f  most o f  t h e  
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i ndex  o f  o f f i c i a l  and u n o f f i c i a l  foods tu f f  p r i c e s ,  r o s e  from a n  ave rage  of , 

15 p e r  c e n t  i n  1978-79 t o  20 p e r  c e n t  i n  1980. Because o f  f u r t h e r  a d j u s t -  
ments  i n  a d m i n i s t e r e d  p r i c e s ,  t h e  ra te  of p r i c e  increase could  remain h igh  
i n  1981. As t h e  i n c r e a s e s  i n  wages and s a l a r i e s  d u r i n g  t h e  p e r i o d  1977-81 
were l i m i t e d  t o  a 20 p e r  c e n t  ad jus tment  g r a n t e d  i n  March 1980, real incomes 
of minimum wage e a r n e r s  d e c l i n e d  by one t h i r d .  The a u t h o r i t i e s  d i d  not 
r u l e  o u t  t h e  p o s s i b i l i t y  o f  a wage ad jus tment  i n  1982; n e v e r t h e l e s s  t hey  
hoped t o  r educe  t h e  impact  o f  a n y  wage increases on t h e  f i n a n c i a l  pe r fo r -  
mance o f  t h e  p u b l i c  s e c t o r  by g r a d u a l l y  r educ ing  o v e r s t a f f i n g ,  r a i s i n g  
l abor  p r o d u c t i v i t y ,  and improving management. 

2. Domestic f i n a n c i a l  p o l i c i e s  

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

The Malian a u t h o r i t i e s  a r e  i n c r e a s i n g l y  aware o f  t h e  s t r u c t u r a l  
weaknesses o f  Mali's p u b l i c  f i n a n c e s  which caused t h e  c o n s o l i d a t e d  f i s c a l  
d e f i c i t  t o  widen- The t i g h t  s t a t u t o r y  c o n s t r a i n t s  gove rn ing  c e n t r a l  bank 
c r e d i t  t o  t h e  Government, t o g e t h e r  w i th  i n c r e a s i n g  d i f f i c u l t i e s  encountered 
in mobi l i z ing  f o r e i g n  budge ta ry  a s s i s t a n c e  c r e a t e d  s e r i o u s  payment d i f f i -  
c u l t i e s  which have l e d  i n  r e c e n t  y e a r s  t o  an accumula t ion  o f  a l a r g e  volume 
of c u r r e n t  payments arrears. Fur thermore ,  because o f  t h e  growing i l l i q u i d  
s i t u a t i o n  o f  t h e  Treasu ry ,  t h e  p u b l i c  e n t i t i e s  and t h e  p r i v a t e  sector 
could no t  make use  o f  t h e i r  funds  d e p o s i t e d  w i t h  t h e  T r e a s u r y  and t h e  
P o s t a l  Checking System. The p r o l i f e r a t i o n  o f  e x t r a b u d g e t a r y  t r a n s a c t i o n s  
and s p e c i a l  funds  o u t s i d e  t h e  T r e a s u r y  h a s  f u r t h e r  compl i ca t ed  t h e  management 
o f  government r e s o u r c e s .  

Continued weak revenue  performance h a s  c o n t r i b u t e d  i m p o r t a n t l y  t o  t h e  
growth i n  t h e  Government 's  budget  d e f i c i t .  M a l i ' s  t a x  sys t em i s  c h a r a c t e r i z e 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  and d i r e c t  t a x e s ,  w i t h  approx ima te ly  
40 p e r  c e n t  o f  a l l  revenue  c o l l e c t e d  be ing  earmarked f o r  pu rposes  o u t s i d e  
t h e  budget.  Most revenue  i s  d e r i v e d  from i n d i r e c t  t a x e s  and rates are 
o f t e n  q u i t e  high.  Evas ion  o f  non wage income t a x e s  h a s  been widespread. 
Moreover, because  of  t h e i r  weak f i n a n c i a l  performance,  p u b l i c  e n t e r p r i s e s  
have 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 .  
Thus, because o f  u n r e a l i s t i c  a s ses smen t ,  more than  one  t h i r d  of t h e  t a x e s  
assessed remains u n c o l l e c t e d .  Consequent ly ,  a p a r t i c u l a r l y  heavy d i r e c t  
t ax  burden has  f a l l e n  on t h o s e  economic groups  which are  e a s i l y  i d e n t i f i a b l e ,  
such  as wage e a r n e r s  and p u b l i c  e n t e r p r i s e s ,  o f t e n  w i t h  l i t t l e  r e g a r d  t o  
t h e i r  a b i l i t y  t o  pay. The p e r v a s i v e  use  o f  s p e c i f i c  r a t h e r  t h a n  ad valorem 
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  environment has  f u r t h e r  d imin i shed  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  sys tem-  Thus, d e s p i t e  recent i n c r e a s e s  i n  
t h e  t a x  on pe t ro leum p r o d u c t s  and on many b a s i c  commodit ies ,  t h e  r a t i o  of  
t o t a l  c o n s o l i d a t e d  revenue  t o  GDP h a s  remained unchanged a t  a round 17 p e r  
c e n t  i n  t h e  l a s t  two yea r s .  
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On t h e  e x p e n d i t u r e  s i d e ,  s e v e r a l  f a c t o r s  caused t h e  r a t i o  o f  t o t a l  con- 
s o l i d a t e d  p u b l i c  o u t l a y s  t o  GDP t o  i n c r e a s e  from 21 p e r  c e n t  i n  1972 t o  32 
per c e n t  i n  1980. 
from a b r o a d ,  e x p e n d i t u r e  on personnel  grew more r ap2d ly  t h a n  government 
revenue and accoun ted  f o r  more than 70 p e r  c e n t  of  t o t a l  budgetary e x p e n d i t u r e  
i n  1980. A s  u n i t  wages and salar ies  i n c r e a s e d  o n l y  moderately,  t h e  sha rp  
rise i n  t h e  Government's wage b i l l  was caused t o  a l a r g e  e x t e n t  by t h e  
expans ion  o f  t h e  educa t ion  system and t h e  long-standing p r a c t i c e  of providing 
j o b s  t o  most s c h o o l  g radua te s .  As a r e s u l t ,  t h e  number of  c i v i l  s e r v a n t s  
( e x c l u d i n g  t h e  m i l i t a r y )  rose a t  an annual  r a t e  of  10 pe r  c e n t  d u r i n g  t h e  
pe r iod  1977-80- The h ighe r  o u t l a y s  f o r  e d u c a t i o n  r e f l e c t e d  a l a r g e  i n c r e a s e  
i n  t h e  number and amount of s t u d e n t  g r a n t s  ( 1 0  p e r  c e n t  of  c u r r e n t  budgetary 
e x p e n d i t u r e  i n  1980) and a more l i b e r a l  admission p o l i c y  f o r  h i g h e r  educa t ion .  
E x p e n d i t u r e s  f o r  h e a l t h ,  d e f e n s e ,  and t h e  e s t a b l i s h m e n t  of  new p o l i t i c a l  
i n s t i t u t i o n s  a l s o  i n c r e a s e d  i n  r e c e n t  y e a r s .  To compensate p a r t i a l l y  f o r  
t h e  i n c r e a s e  i n  e x p e n d i t u r e s  f o r  pe r sonne l  and s o c i a l  s e r v i c e s ,  o u t l a y s  
f o r  material  and maintenance were he ld  t o  l e v e l s  which were i n s u f f i c i e n t  
t o  e n s u r e  t h e  p rope r  f u n c t i o n i n g  of t h e  a d m i n i s t r a t i o n .  The Government's 
e f f o r t s  t o  l i m i t  a c c e s s  t o  h ighe r  e d u c a t i o n  and p u b l i c  employment engendered 
widespread s t u d e n t  u n r e s t ,  l e a d i n g  t o  t h e  c l o s u r e  of a number of  s c h o o l s  
i n  June  1980. 

Apart from t h e  growing p u b l i c  c a p i t a l  o u t l a y s  f inanced  

As a f i r s t  s t e p  i n  t h e  a d o p t i o n  o f  a comprehensive program t o  r e s t o r e  
a v i a b l e  mediunrterm e q u i l i b r i u m  i n  Mali's p u b l i c  f i n a n c e ,  t h e  a u t h o r i t i e s  
i n t roduced  a number o f  f i s ca l  measures d u r i n g  1981, aimed a t  r educ ing  t h e  
T r e a s u r y  d e f i c i t  t o  a l e v e l  c o n s i s t e n t  w i t h  t h e  f i n a n c i n g  a v a i l a b l e  through 
a n  i n c r e a s e  i n  r evenue ,  r e s t r a i n t  i n  e x p e n d i t u r e  and 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 a t i v e  s t r u c t u r e .  The o b j e c t i v e  o f  t h e  a u t h o r i t i e s  now i s  t o  reduce 
the  T r e a s u r y  d e f i c i t  from MF 24 b i l l i o n  in 1980 ( 4 . 3  p e r  c e n t  of  GDP) t o  
about  MF 14 b i l l i o n  (2 p e r  c e n t  of GDP) i n  1981. About h a l f  of  t h e  p r o j e c t e d  
r e d u c t i o n  w i l l  r e s u l t  from t h e  i n c r e a s e  i n  r evenue ;  t h e  remainder  w i l l  
r e f lec t  t h e  b lock ing  o f  some planned e x p e n d i t u e ,  and t h e  suspens ion  of  
some e d u c a t i o n  e x p e n d i t u r e s  r e s u l t i n g  from t h e  temporary c l o s u r e  of s e v e r a l  
s c h o o l s  d u r i n g  t h e  f i r s t  p a r t  of  t h e  yea r .  Exc lud ing  t h e s e  e x c e p t i o n a l  
f a c t o r s ,  t h e  T r e a s u r y  d e f i c i t  would have r eached  MF 19.5 b i l l i o n ,  s t i l l  
Some 2 5  p e r  c e n t  below t h a t  o f  1980. The 1981 T r e a s u r y  d e f i c i t  w i l l  be 
l a r g e l y  f inanced  by e x t e r n a l  a s s i s t a n c e ;  r e c o u r s e  t o  s t a t u t o r y  c e n t r a l  
bank advances h a s  remained w i t h i n  i t s  s t r i c t  l i m i t s  bu t  w i l l  be supple- 
mented by t h e  use o f  t h e  c o u n t e r p a r t  o f  t h e  p u r c h a s e  under  t h e  compensatory 
f i n a n c i n g  f a c i l i t y  a l r e a d y  made in 1980. 

Revenues are  p r o j e c t e d  t o  r ise by 18 p e r  cent  i n  1981, as  compared 
w i t h  an ave rage  annua l  i n c r e a s e  of  o n l y  7 p e r  c e n t  d u r i n g  1978-80, mainly 
i n  response t o  i n t e n s i v e  e f f o r t s  made by t h e  a u t h o r i t i e s  t o  overcome t h e  
a d m i n i s t r a t i v e  weaknesses encountered i n  p r e v i o u s  y e a r s .  A s  a r e s u l t  of 
t h e s e  e f f o r t s ,  t a x  r e c e i p t s  i n c r e a s e d  by 38 p e r  c e n t  d u r i n g  t h e  f i r s t  h a l f  
o f  1981, compared t o  t h e  same p e r i o d  i n  1980. The Malian r e p r e s e n t a t i v e s  
explained t h a t  t h e  i n c r e a s e  i n  revenue r e f l e c t e d  t h e  measu res  adop ted  i n  
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e a r l y  1981 t o  r educe  t a x  e v a s i o n ,  c o l l e c t  t a x  a r r e a r s ,  and improve t h e  tax ' 

c o l l e c t i o n  p rocedures .  With r e s p e c t  t o  customs a d m i n i s t r a t i o n ,  t h e  Govern- 
ment h a s  improved f r aud  d e t e c t i o n  by g a t h e r i n g  i n f o r m a t i o n  on shipments  
d e s t i n e d  f o r  Mali and by r e q u i r i n g  merchandise t o  be  unloaded i n  s p e c i a l  
warehouses ,  from which merchandise  could be removed o n l y  a f t e r  t h e  payment 
of d u t i e s  had been made. With r e g a r d  t o  the  arrears ,  t h e  Government s e i z e d  
t h e  bank a c c o u n t s  of some p r i v a t e  and p u b l i c  e n t e r p r i s e s  and c l o s e d  some 
small d e l i n q u e n t  b u s i n e s s e s .  Other  measures adopted i n c l u d e d  t h e  commence- 
ment o f  a c e n t r a l i z a t i o n  of  a s ses smen t  and c o l l e c t i o n  p rocedures ,  a n  
updat ing of t h e  census  o f  t a x p a y e r s  and i n c r e a s e d  p e n a l t i e s  f o r  d e l i n q u e n t  
t axpaye r s .  Because t h e  t a x  burden on wage e a r n e r s  was becoming e x c e s s i v e  
and t h r e a t e n e d  t o  r e s u l t  i n  h i g h e r  wage demands, t h e  Government reduced 
t h e  t a x  r a t e s  on wage income by two t h i r d s  i n  May 1981. These changes 
were expected t o  boos t  t h e  d i s p o s a b l e  income of  workers  by abou t  10 p e r  
c e n t .  The r e s u l t i n g  l o s s  i n  revenue ( e s t i m a t e d  a t  MF 2.6 b i l l i o n )  w i l l  be 
compensated by upward a d j u s t m e n t s  i n  t h e  r a t e s  of  i n d i r e c t  t a x e s  on basic 
f o o d s t u f f s  and petroleum p r o d u c t s  adopted i n  June. 

Notwithstanding t h e  more f a v o r a b l e  revenue p r o s p e c t s ,  t h e  a u t h o r i t i e s  
expec t  t o  be a b l e  t o  keep budge ta ry  e x p e n d i t u r e s  in 1981 a t  about  t h e  same 
nominal l e v e l  (MF 84 b i l l i o n )  r e a l i z e d  i n  1980 i n  o r d e r  t o  a c h i e v e  t h e  d e s i r e d  
r e d u c t i o n  i n  t h e  budget  d e f i c i t .  To t h a t  end,  t h e  Government i n t e n d s  t o  block 
almost 5 p e r  c e n t  o f  t h e  o r i g i n a l  budgetary a p p r o p r i a t i o n s .  Salaries and 
b e n e f i t s  w i l l  remain unchanged, and t h e  r e c r u i t m e n t  of new employees w i l l  be  
s t r i c t l y  l i m i t e d  t o  e s s e n t i a l  s e r v i c e s .  The modest growth i n  t h e  wage b i l l  
w i l l  b e  due ma in ly  t o  normal promotions and t o  r e c r u i t m e n t  done i n  1980 and 
would be o f f s e t  by a s h a r p  r e d u c t i o n  i n  payments f o r  s c h o l a r s h i p s  (a  s a v i n g  
of MF 3 b i l l i o n )  a s  e l i g i b i l i t y  r equ i r emen t s  are t i g h t e n e d  and i n d i v i d u a l  
awards a r e  reduced. Ou t l ays  on materials, maintenance o p e r a t i o n s ,  and equip- 
ment would remain v i r t u a l l y  unchanged. R e f l e c t i n g  t h e  s t r i c t  implementat ion 
of t h e s e  measures and t h e  w i n d f a l l  s a v i n g s  r e s u l t i n g  from t h e  temporary 
c l o s i n g  of s c h o o l s ,  t o t a l  e x p e n d i t u r e  d u r i n g  t h e  f i r s t  h a l f  o f  t h e  y e a r  was 
l i m i t e d  t o  MF 32 b i l l i o n ,  a n  amount e q u i v a l e n t  t o  l e s s  t h a n  40 p e r  c e n t  of t h e  
annual f o r e c a s t ;  however, i t  i s  expec ted  t o  i n c r e a s e  s i g n i f i c a n t l y  d u r i n g  
the  second h a l f ,  m a i n l y  a s  a r e s u l t  o f  t h e  r eopen ing  of t h e  s c h o o l s  i n  
September. 

To reduce t h e  T r e a s u r y  d e f i c i t  f u r t h e r  i n  1982 and t h r o u g h  t h e  
medium term, t h e  a u t h o r i t i e s  are  aware t h a t  a d d i t i o n a l  measu res  and r e fo rms  
w i l l  have t o  be t aken  t o  r e s t r a i n  t h e  growth i n  e x ; e n d i t u r e  and t o  e x p l o i t  
f u l l y  t h e  revenue p o t e n t i a l  o f  t h e  e x i s t i n g  tax system. The most impor- 
a n t  i s  a s t r i c t  c o n t r o l  of  t h e  wage b i l l ,  a con ta inmen t  o f  e d u c a t i o n  expen- 
d i t u r e s ,  and an improvement i n  tax a d m i n i s t r a t i o n .  Fu r the rmore ,  t o  e n s u r e  
an e f f e c t i v e  implementat ion o f  t h e s e  p o l i c i e s ,  a c l o s e  m o n i t o r i n g  of T r e a s u r y  
o p e r a t i o n s ,  and a c e n t r a l i z a t i o n  of  a l l  government o p e r a t i o n s ,  i n c l u d i n g  
s p e c i a l  funds and earmarked r e s o u r c e s ,  w i l l  be n e c e s s a r y .  The Government, 
with f o r e i g n  t e c h n i c a l  a s s i s t a n c e ,  i s  c u r r e n t l y  f o r m u l a t i n g  c o n c r e t e  measures 
i n  those  a r e a s ;  some o f  them are  b e i n g  implemented, o r  w i l l  be implemented 
i n  1982. 
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b. Monetary po l i cy  

S i n c e  t h e  s i g n i n g  of t h e  f i r s t  Franco-Malian monetary agreement and 
t h e  c o u n t r y ' s  r e - e n t r y  i n t o  t h e  French f r a n c  zone i n  May 1967, monetary 
p o l i c y  h a s  b e e n  t h e  r e s p o n s i b i l i t y  o f  t h e  Banque C e n t r a l e  du M a l i  (BCM), 
under  j o i n t  Mal ian  and French d i r e c t i o n .  The agreement provided f o r  t h e  
r e e s t a b l i s h m e n t  of  an  o p e r a t i o n s  account  which gave  t h e  new C e n t r a l  Bank 
o v e r d r a f t  f a c i l i t i e s  w i th  t h e  French Treasu ry ,  and t h e r e b y  guaranteed  t h e  
c o n v e r t i b i l i t y  o f  t h e  Mali f r anc .  Over t h e  fo l lowing  t e n  y e a r s  c r e d i t  t o  
t h e  Government w a s  s t r i c t l y  kept  w i t h i n  t h e  s t a t u t o r y  l i m i t s  o f  t h e  Cent ra l  
Bank while c r e d i t  t o  t h e  rest o f  t h e  economy w a s  q u i t e  accommodating, 
p a r t i c u l a r l y  a f t e r  1973. 
few l a r g e  p u b l i c  e n t e r p r i s e s  and a g r i c u l t u r a l  a g e n c i e s  t o  f i n a n c e  t h e i r  
o p e r a t i n g  l o s s e s  and t o  a l l e v i a t e  cash  f low problems r e s u l t i n g  from t h e  
i n c r e a s e  i n  T r e a s u r y  payments a r r e a r s  and o t h e r  accoun t s  r e c e i v a b l e .  A 
s u b s t a n t i a l  p a r t  o f  s easona l  c r e d i t s  was t y p i c a l l y  d i v e r t e d  f o r  o t h e r  uses  
and w a s  t h e n  r e p e a t e d l y  r o l l e d  over  f o r  ex tended  l e n g t h s  o f  t i m e .  Three 
f o u r t h s  o f  t h e  expans ion  i n  domest ic  c r e d i t  was f inanced  by advances and 
r e d i s c o u n t s  f rom t h e  Cen t ra l  Bank. As t h i s  i n c r e a s e  i n  c r e d i t  f a r  exceeded 
t h e  demand f o r  money, t h e  Cen t ra l  Bank had accumulated s u b s t a n t i a l  short- term 
i n t e r e s t b e a r i n g  l i a b i l i t i e s  under t h e  o p e r a t i o n s  accoun t .  

Much o f  t h e  i n c r e a s e  in c r e d i t  was absorbed by a 

on May 3,  1977 t h e  Malian and French Governments concluded a new 
monetary agreement  aimed a t  a c h i e v i n g  basic f i n a n c i a l  e q u i l i b r i u m  a s  a 
p r e r e q u i s i t e  t o  Mali's membership i n  t h e  West A f r i c a n  Monetary Union (WAMU). 
To t h i s  end ,  t h e  agreement  c a l l e d  f o r  among o t h e r  t h i n g s ,  t h e  adop t ion  o f  
a s t r i c t e r  c r e d i t  p o l i c y  i n  o r d e r  t o  a l lev ia te  p r e s s u r e s  on t h e  ba lance  of  
payments, p a r t i c u l a r l y  t h e  o p e r a t i o n s  accoun t .  Consequent ly ,  t h e  Cen t ra l  
Bank e s t a b l i s h e d  more s t r i n g e n t  c o n d i t i o n s  on i t s  r e d i s c o u n t  f a c i l i t i e s ,  
i n c l u d i n g  s e a s o n a l  c r o p  c r e d i t .  In  p a r t i c u l a r ,  i t  g r a d u a l l y  reduced 
r e d i s c o u n t i n g  c r e d i t  t o  f i n a n c e  o p e r a t i n g  l o s s e s  o f  s t a t e  e n t e r p r i s e s .  As 
a r e s u l t ,  n e t  domest ic  c r e d i t  expans ion  d e c e l e r a t e d  c o n s i d e r a b l y  between 
1978 and 1980, as  i n d i c a t e d  i n  Table  1. 

In  1981 t h e  monetary a u t h o r i t i e s  have  c o n t i n u e d  t o  pu r sue  a r e s t r i c t i v e  
c r e d i t  po l i cy .  They have l i m i t e d  t h e  expans ion  i n  non s e a s o n a l  c r e d i t  t o  t h e  
economy t o  10 p e r  c e n t  wh i l e  e n s u r i n g  t h a t  s e a s o n a l  c r e d i t  is used o n l y  t o  
meet l e g i t i m a t e  c r o p  f i n a n c i n g  and marke t ing  needs.  A s  c r e d i t  t o  t h e  Govern 
ment f o r  g e n e r a l  budge ta ry  pu rposes  h a s  c o n t i n u e d  t o  b e  l i m i t e d  by Cen t ra l  
Bank s t a t u t e s ,  most of  t h e  i n c r e a s e  i n  c r e d i t  t o  t h e  Government stems from 
t h e  use  o f  t h e  c o u n t e r p a r t  of Mali's 1980 d rawing  under  t h e  compensatory 
f i n a n c i n g  f a c i l i t y  and from acc rued  i n t e r e s t  c h a r g e s  on t h e  o p e r a t i o n s  
accoun t ,  which are  d e b i t e d  by t h e  C e n t r a l  Bank t o  t h e  Government. As a 
r e s u l t ,  t o t a l  c r e d i t  t o  t h e  Government w i l l  expand by 10 p e r  cen t .  On t h e  
b a s i s  o f  t h i s  i n c r e a s e  i n  c r e d i t  t o  t h e  Government,  t h e  t a r g e t e d  i n c r e a s e  
i n  non-seasonal c r e d i t  t o  t h e  economy, and t h e  expec ted  s e a s o n a l  c r e d i t  
requi rements ,  t o t a l  n e t  domest ic  c r e d i t  is p r o j e c t e d  t o  expand by 12 p e r  
c e n t  i n  1981. While t h i s  expans ion  is d o u b l e  l a s t  y e a r ' s  r eco rd  low r a t e ,  
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i t  remains  modest by h i s t o r i c a l  s t anda rds .  Taking i n t o  account  t h e  
p r o j e c t e d  i n c r e a s e  i n  n e t  f o r e i g n  l i a b i l i t i e s  t h e  growth i n  money p l u s  
quasi-money i s  f o r e c a s t  a t  11 p e r  c e n t ,  a r a t e  s l i g h t l y  above t h e  p r o j e c t e d  
growth i n  nominal GDP. 

I n  a n t i c i p a t i o n  o f  t h e  e x p i r a t i o n  o f  t h e  Franco-Malian monetary 
a c c o r d s  ( ex tended  i n  May 1981 f o r  a b r i e f  p e r i o d ) ,  t h e  Malian government 
dec ided  i n  e a r l y  1981 t o  j o i n  t h e  West Af r i can  Monetary Union (WAMU), and 
n e g o t i a t i o n s  a r e  now expec ted  t o  be completed b e f o r e  y e a r ' s  end. 
a u t h o r i t i e s  c o n s i d e r  t h a t  t h e i r  p a r t i c i p a t i o n  i n  t h e  monetary un ion  w i l l  
s t r e n g t h e n  Mali's f i n a n c i a l  s t r u c t u r e  and monetary p o l i c y ,  t h e r e b y  promoting 
domest ic  and e x t e r n a l  s t a b i l i t y  i n  t h e  medium term. Mali's membership i n  
WAMU w i l l  imply ,  i n t e r  a l i a ,  t h e  s u b s t i t u t i o n  o f  t h e  CFA f r a n c  f o r  t h e  
Mali f r a n c  ( a t  t h e  p r e s e n t  p a r i t y  o f  MF 2 = CFAF l ) ,  t h e  i n t e g r a t i o n  of  
t h e  C e n t r a l  Bank of Mali i n t o  t h e  Banque C e n t r a l e  d e s  Etats d e  l ' h f r i q u e  
de  l ' h e s t  (BCEAO) and a s h a r p  i n c r e a s e  i n  t h e  l e v e l  o f  i n t e r e s t  rates. 
I n  a d d i t i o n ,  so as  t o  r e s p e c t  t h e  b a s i c  r equ i r emen t s  o f  membership and 
t h e  c u r r e n t  r u l e s  o f  t h e  BCEAO r e g a r d i n g  access t o  r e d i s c o u n t  f a c i l i t i e s ,  
Mali w i l l  have t o  s t r e n g t h e n  t h e  c a p i t a l  base  o f  i t s  banks and of some of 
t h e  s t a t e  e n t e r p r i s e s ,  w r i t e  o f f  bad assets o f  t h e  C e n t r a l  Bank, and f i n d  
an a p p r o p r i a t e  arrangement  t o  c o n s o l i d a t e  t h e  e x t e r n a l  d e b t  i n c u r r e d  under 
t h e  o p e r a t i o n s  accoun t .  To meet t h e s e  p r e r e q u i s i t e s ,  Mali e x p e c t s  t o  
r e c e i v e  s u b s t a n t i a l  f i n a n c i a l  a s s i s t a n c e  from France.  

The 

3. Balance of payments and e x t e r n a l  p o l i c i e s  

The Mal ian  r e p r e s e n t a t i v e s  exp la ined  t h a t  t h e  s h a r p  widening of t h e  
c u r r e n t  account  d e f i c i t  o f  t h e  b a l a n c e  o f  payments -- from 10 p e r  c e n t  
of  GDP i n  1972 t o  19 per  c e n t  i n  1980 -- r e f l e c t e d  more t h a n  any o t h e r  
s i n g l e  f a c t o r  t h e  s u b s t a n t i a l  i n c r e a s e  i n  import  o f  goods and s e r v i c e s  
t i e d  t o  p r o j e c t  a i d  and t e c h n i c a l  a s s i s t a n c e  i n  t h e  forms o f  g r a n t s  and 
concess iona l  l oans .  These e x p e n d i t u r e s ,  which a re  d i r e c t l y  f i n a n c e d  abroad ,  
r o s e  from 5 p e r  c e n t  o f  GDP i n  1972 t o  about  12 p e r  c e n t  i n  1980. I n  view 
of  t h e  magnitude o f  t h i s  form o f  a s s i s t a n c e ,  t h e  annua l  f l u c t u a t i o n s  i n  
Mali's c u r r e n t  b a l a n c e  r e f l e c t  t o  a l a r g e  e x t e n t  t h e  s i z e  o f  fore ign- f inanced  
p r o j e c t s  under-way and t h e  pace  o f  t h e i r  implementa t ion .  Fo r  t h e s e  r e a s o n s  
t h e  Malian r e p r e s e n t a t i v e s  c o n s i d e r  t h a t  movements i n  t h e  c u r r e n t  account  
a d j u s t e d  so as t o  n e t  o u t  t h e s e  e x p e n d i t u r e s  a r e  a more a p p r o p r i a t e  i n d i c a t o r  
o f  t h e  ba l ance  of  payments e f f e c t s  of changes  i n  domes t i c  p o l i c i e s ,  weather ,  
and world market c o n d i t i o n s .  I n  t h i s  r e g a r d ,  t h e y  emphasized t h a t ,  i n  
s p i t e  of t h e  d e t e r i o r a t i o n  i n  t h e  terms of  t r a d e  between 1972-80 and t h e  
s h o r t f a l l  i n  a g r i c u l t u r a l  p r o d u c t i o n  i n  1980 because  o f  bad weather  
c o n d i t i o n s ,  t h e  a d j u s t e d  c u r r e n t  accoun t  d e f i c i t  widened o n l y  modera te ly ,  
from 5 p e r  c e n t  o f  GDP i n  1972 t o  7 p e r  c e n t  i n  1980. 
t h i s  outcome t o  s t r o n g  e x p o r t  per formance ,  i n c l u d i n g  i n c r e a s e d  u n o f f i c i a l  
e x p o r t s  a s  e s t i m a t e d  from t h e  r e m i t t a n c e  o f  CFA b a n k n o t e s ,  and t o  t h e  
ad jus tment  p o l i c i e s  adopted  i n  r e c e n t  y e a r s ,  main ly  c r e d i t ,  income and 
p r i c i n g  p o l i c i e s .  The s t a f f  commented t h a t ,  a l t h o u g h  t h e  d e t e r i o r a t i o n  i n  

They a t t r i b u t e d  
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t h e  a d j u s t e d  c u r r e n t  account  ba lance  was somewhat con ta ined ,  t h e  shee r  
s i z e  o f  t h e  d e f i c i t  was u n s u s t a i n a b l e  i n  v iew o f  t h e  accumula t ion  o f  
c u r r e n t  payment a r r e a r s  and t h e  i n c r e a s i n g  d i f f i c u l t i e s  encountered i n  
m o b i l i z i n g  u n t i e d  f o r e i g n  a s s i s t a n c e  f o r  budget  o r  ba l ance  o f  payments 
purposes .  It  a l s o  noted t h a t  t h e  n o t i o n  of  " a d j u s t e d  c u r r e n t  account"  
masked t h e  u n d e r l y i n g  r educ t ion  i n  t h e  c o u n t r y ' s  s a v i n g  c a p a c i t y  and t h e  
i n a d e q u a t e  f u n d i n g  o f  r e c u r r e n t  c o s t s  of  fore ign- f inanced  investment  
p r o j e c t s ;  moreover ,  p r o j e c t - o r i e n t e d  borrowing on c o n c e s s i o n a l  terms would 
need t o  be s e r v i c e d  i n  due course .  

Over t h e  l a s t  t h r e e  y e a r s  Mali's p u b l i c  s e c t o r  has  accumulated a 
s i g n i f i c a n t  amount o f  e x t e r n a l  c u r r e n t  payments a r r e a r s .  Although no system- 
a t i c  r e c o r d s  have  been main ta ined ,  t h e  l e v e l  of  a l l  e x t e r n a l  arrears of  
t h e  p u b l i c  s e c t o r  a t  t h e  end of  December 1980 i s  t e n t a t i v e l y  e s t ima ted  a t  
about  SDR 37 m i l l i o n ,  a n  amount e q u i v a l e n t  t o  about  one q u a r t e r  o f  e x p o r t s .  
Most of  t h e s e  arrears can  be a t t r i b u t e d  t o  de l ayed  payment f o r  impor t s  of  
goods and services by t h e  Government and a few p u b l i c  e n t e r p r i s e s ,  main ly  
A i r  Mali. The arrears of  t h e  Pos t  O f f i c e  c o n s i s t  o f  de l ayed  t r a n s f e r s  
r e l a t e d  t o  p r i v a t e  r e m i t t a n c e s  abroad.  Arrears a re  a l s o  d e f i n e d  t o  i n c l u d e  
t e c h n i c a l  d e l a y s  i n  i n t e r e s t  payments on t h e  o p e r a t i o n s  account .  A s  t h e  
exchange and t r a d e  sys tem i s  f r e e  o f  r e s t r i c t i o n s  and c o n v e r t i b i l i t y  o f  
t h e  Mali f r a n c  h a s  been c o n t i n u o u s l y  m a i n t a i n e d ,  t h e  accumula t ion  o f  
t h e s e  e x t e r n a l  arrears was main ly  t h e  consequence of t h e  t i g h t  l i q u i d i t y  
s i t u a t i o n  o f  t h e  p u b l i c  s e c t o r  mentioned ear l ier .  The a u t h o r i t i e s  f o r e s e e  
a r e d u c t i o n  i n  t h e  l e v e l  of  t h e s e  arrears o n l y  w i t h i n  t h e  c o n t e x t  of a 
reduced T r e a s u r y  d e f i c i t  and improved f i n a n c i a l  performance 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 .  As p r o g r e s s  i n  t h e s e  areas w i l l  be o n l y  g r a d u a l ,  t h e y  
were s e e k i n g  e x t e r n a l  f i n a n c i a l  a s s i s t a n c e  to  accelerate t h e  r e d u c t i o n  of  
a r r e a r s .  

I n c l u d i n g  t h e  import  o f  goods and s e r v i c e s  f inanced  by t i e d  f o r e i g n  
a s s i s t a n c e  t h e  c u r r e n t  account  d e f i c i t  i s  p r o j e c t e d  t o  d e c l i n e  from SDR 
195 m i l l i o n  i n  1980 t o  about  SDR 181 m i l l i o n  (about  19 p e r  c e n t  of GDP) i n  
1981 (Table  3). When t h e s e  i m p o r t s  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  
account  d e f i c i t  i s  expec ted  t o  d e c l i n e  s i g n i f i c a n t l y  f rom SDR 70 m i l l i o n  
i n  1980 t o  SDR 55 m i l l i o n  i n  1981, d e s p i t e  a d e c l i n e  i n  t h e  volume o f  
c o t t o n  e x p o r t s  due t o  un favorab le  weather  c o n d i t i o n s .  Impor t s  o f  goods 
and s e r v i c e s ,  e x c l u d i n g  t h o s e  f inanced  w i t k  t i e d  f o r e i g n  a s s i s t a n c e ,  a r e  
p ro jec t ed  t o  d e c l i n e  i n  SDR terms by 25 p e i ' c e n t ,  ma in ly  on accoun t  o f  
d u r a b l e  consumer goods and i n t e r m e d i a t e  goods. To f i n a n c e  t h e  a d j u s t e d  
c u r r e n t  account  d e f i c i t  and d e b t  a m o r t i z a t i o n  o b l i g a t i o n s ,  t h e  Malian 
a u t h o r i t i e s  were e x p e c t i n g  a g r o s s  i n f l o w  o f  o f f i c i a l  c a p i t a l  and t r a n s f e r s  
of  SDR 36 m i l l i o n ,  of  which SDR 15 m i l l i o n  i n  t h e  form of  e x t e r n a l  budge ta ry  
a s s i s t a n c e  and SDR 15 m i l l i o n  i n  t h e  form o f  food a i d .  The o v e r a l l  ba l ance  
of  payments d e f i c i t  i n  1981 i s  e s t i m a t e d  a t  SDR 26 m i l l i o n ,  an  amount 
s i g n i f i c a n t l y  below t h a t  of 1980. This d e f i c i t ,  which assumes no f u r t h e r  
accumulat ion of e x t e r n a l  a r r e a r s ,  w i l l  be f i n a n c e d  m a i n l y  by a f u r t h e r  
i n c r e a s e  i n  l i a b i l i t i e s  under t h e  o p e r a t i o n s  account .  
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Despi te  t he  very favorable  s t r u c t u r e  of Mali's pub l i c  ex te rna l  debt , 
scheduled debt  s e r v i c e  payments a s  a percentage of  expor t s  rose  from 7.3 
p e r  c e n t  i n  1980 t o  an es t imated  12.5 per cen t  i n  1981 and a r e  pro jec ted  
t o  r ise sharp ly  over the  next  few years.  In add i t ion  t o  the  s u b s t a n t i a l  
i n t e r e s t  charges  on t h e  ope ra t ions  account,  most of t h e  inc rease  i n  scheduled 
payments w i l l  be r e l a t e d  the  amort izat ion of loans  cont rac ted  with China 
and t h e  U.S. S.R. before  1967. However, the  Malian r ep resen ta t ives  were 
hopeful t h a t  Mali would bene f i t  from debt r e l i e f  and concessional  a s s i s t a n c e  
so a s  t o  keep debt s e r v i c e  payments below 10 per  cent of  t h e  va lue  of 
expor t s .  In the  contex t  of  i t s  imminent e n t r y  i n t o  WAMU, Mali has  a l r eady  
rece ived  assurances from t h e  French government t h a t  shor t te rm l i a b i l i t i e s  
of  t he  Cent ra l  Bank under the  opera t ions  account w i l l  be consol ida ted  i n  
the  form of long-term intergovernment debt a t  a very low i n t e r e s t  rate. 

Mali's exchange system i s  s i m i l a r  t o  o the r  French f r anc  a r e a  
coun t r i e s  which maintain an opera t ions  account with t h e  French Treasury 
and i s  f r e e  of r e s t r i c t i o n s  on payments and t r a n s f e r s  f o r  c u r r e n t  i n t e r -  
na t iona l  t ransac t ions .  The Mali f ranc  cont inues t o  be pegged t o  t h e  
French f r anc  a t  the  r a t e  of MF 100 = F 1. A s  t h e  bulk  of Mali's imports  
o r i g i n a t e  from wi th in  t h e  f ranc  zone, Mali 's  import-weighted e f f e c t i v e  
exchange r a t e  remained v i r t u a l l y  s t a b l e  during the per iod 1977-80. 
Following t h e  the  sharp  apprec i a t ion  of t h e  d o l l a r  vis-a-vis t h e  French 
f r anc ,  t he  e f f e c t i v e  exchange r a t e  deprec ia ted  by about 6 per  c e n t  dur ing  
the period September 1980-September 1981. In terms of t h e  SDR t h e  Mali 
f ranc  deprec ia ted ,  pari-passu with the  French f r anc ,  by about 15 pe r  c e n t  
over t h e  l a s t  1 2  months. The Malian r e p r e s e n t a t i v e s  expressed t h e i r  
s t rong  b e l i e f  t h a t  t he  count ry ' s  exchange system and c u r r e n t  exchange rate 
were appropr i a t e  and t h a t  an improvement i n  t h e  ex te rna l  accounts  could be 
achieved under present  circumstances by e s s e n t i a l l y  i n t e r n a l  measures, 
notably a reduct ion i n  t h e  budgetary d e f i c i t ,  s t rengthened  performance of 
the publ ic  e n t e r p r i s e s ,  and continued r e s t r a i n t  i n  c r e d i t  policy.  They 
a l s o  s t r e s sed  t h a t  Mal i ' s  compet i t iveness  in t h e  product ion of a g r i c u l t u r a l  
commodities (wi th  the  except ion  of  groundnuts) was adequate ,  as evidenced 
by the  s t rong  export  performance over t h e  l as t  decade. The recent inc rease  
i n  producer p r i c e s  t o  a l e v e l  broadly c o n s i s t e n t  wi th  world market p r i c e s  
would provide add i t iona l  incent ives .  

The Malian 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  t h e  on ly  b i l a t e r a l  payments 
agreements s t i l l  ope ra t ive  were those with t h e  U.S.S.R. and China and t h a t  
these were p a r t  of genera l  economic coopera t ion  agreements. Transac t ions  
under o the r  b i l a t e r a l  payments agreements were n e g l i g i b l e  and i n  t h e  case 
of t h e  four agreements with Fund members o the r  than China (Egypt,  Morocco, 
Romania and V i e t  Nam), r e l a t e d  only  t o  f i n a l  se t t lements .  
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111. Sta f f  Appraisal  

Over the  l a s t  t en  years  Mali has been experiencing an increas ingly  
d i f f i c u l t  economic and f inanc ia l  s i t ua t ion .  Despite a subs t an t i a l  
i nc rease  i n  foreign-financed publ ic  investment,  the  economy showed slow 
and e r r a t i c  growth, a decl ine i n  domestic savings,  and an erosion i n  per 
c a p i t a  consumption a f t e r  1977. Frequent drought cond i t ions  and a sharp 
d e t e r i o r a t i o n  i n  the  terms of t r ade  fol lowing t h e  s t e e p  increase i n  o i l  
p r i c e s  w e r e  important f a c t o r s  con t r ibu t ing  t o  these d i f f i c u l t i e s .  However, 
underlying s t r u c t u r a l  problems as w e l l  as economic p o l i c i e s  pursued by 
the  a u t h o r i t i e s  over a number of years  were a l s o  p a r t l y  responsible .  
With t h e  notab le  except ions of co t ton  and l i v e s t o c k ,  t he  performance of 
a g r i c u l t u r a l  production, i n  p a r t i c u l a r  f o r  cereals,  was well below i t s  
p o t e n t i a l  because of low producer p r i c e s  and i n e f f i c i e n t  extension 
s e r v i c e s  and marketing arrangements. Concurrently, t h e  ex tens ive  and 
l o n g e s t a b l i s h e d  publ ic  e n t e r p r i s e  s e c t o r  w a s  engulfed by se r ious  f inanc ia l  
problems r e s u l t i n g ,  i n t e r  a l i a ,  from excess ive  h i r i n g ,  poor management, 
and inadequate  p r i ce  pol ic ies .  Ref lec t ing  weak t ax  performance and rapid 
expansion i n  expendi ture ,  mainly €or  s o c i a l  purposes,  t h e  Treasury d e f i c i t  
a l s o  widened considerably,  engendering acu te  f inanc ing  d i f f i c u l t i e s  a f t e r  
1977. Although the  a u t h o r i t i e s  have t igh tened  c r e d i t  po l icy  i n  recent  
yea r s ,  t h e  slowdown i n  the  r a t e  of  growth i n  domestic c r e d i t  has been 
p a r t i a l l y  replaced by an increase  i n  payments a r r e a r s  of  t he  Government 
and t h e  pub l i c  en te rp r i se s .  As Mali a l s o  encountered increas ing  d i f f i -  
c u l t i e s  i n  mobil iz ing ex terna l  budgetary a s s i s t a n c e ,  t h e  ove ra l l  balance 
of payments d e f i c i t  widened t o  3 per  cen t  of GDP i n  1980. In these  circums- 
tances ,  performance under the Trust  Fund programs dur ing  1978-80 f e l l  w e l l  
s h o r t  of expectat ions.  

Since e a r l y  1980 t h e  Government has  become inc reas ing ly  convinced 
t h a t  s o l u t i o n s  t o  t h e  country 's  profound s t r u c t u r a l  d i f f i c u l t i e s  could be 
achieved only  through comprehensive reforms of  t h e  pub l i c  sec tor .  With a 
view t o  inc reas ing  ove ra l l  economic e f f i c i e n c y ,  s t imu la t ing  production, 
and reducing f inanc ia l  d i s e q u i l i b r i a ,  t h e  a u t h o r i t i e s  a r e  seeking t o  
promote a b e t t e r  balance among t h e  r o l e s  of  t h e  pub l i c  s e c t o r ,  t h e  mixed 
e n t e r p r i s e  s e c t o r  and the p r i v a t e  sec to r .  To t h a t  end, they intend t o  
encourage t h e  p a r t i c i p a t i o n  of t h e  p r i v a t e  s e c t o r  i n  a l l  economic a c t i v i t i e s ,  
convert  c e r t a i n  publ ic  e n t e r p r i s e s  i n t o  mixed o r  p r i v a t e  companies, and 
reduce the  sha re  of publ ic  expendi ture  r e l a t i v e  t o  aggregate  demand. 
Simultaneously,  they intend t o  implement a program t o  revive a g r i c u l t u r a l  
development, t o  r e h a b i l i t a t e  t h e  key pub l i c  e n t e r p r i s e s ,  and t o  reduce t h e  
Treasury d e f i c i t  t o  sus t a inab le  l e v e l s .  These new p o l i c i e s ,  which were 
i n i t i a t e d  i n  1980 and 1981, w i l l  be c a r r i e d  o u t  over t h e  coming years i n  
the framework of t he  r ecen t ly  approved development plan f o r  1981-85 and 
Mali ' s  p a r t i c i p a t i o n  i n  the West African Monetary Union, scheduled t o  
begin l a t e r  i n  1981. 
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As a f i r s t  s t e p  toward t h e  implementat ion of t h e s e  p o l i c i e s ,  d u r i n g  
1980-81 t h e  a u t h o r i t i e s  have  taken  a number of impor tan t  a d j u s t m e n t  measures  
and have begun t o  i n i t i a t e  re forms which, i n  t h e  view o f  t h e  s t a f f ,  r e p r e s e n t  
a c l e a r  and courageous r e o r i e n t a t i o n  o f  economic and f i n a n c i a l  p o l i c i e s .  
The p r i n c i p a l  measures  i n c l u d e  a l i b e r a l i z a t i o n  o f  t h e  c e r e a l s  market ,  
s h a r p  i n c r e a s e s  i n  o f f i c i a l  p roducer  and r e t a i l  p r i c e s ,  t h e  f u l l  pas s  
th rough o f  i n c r e a s e s  i n  pe t ro leum import  prices, and i n i t i a l  s t e p s  t o  
r e s t r u c t u r e  t h r e e  key p u b l i c  e n t e r p r i s e s .  I n  a d d i t i o n ,  t h e y  have  implemented 
v i g o r o u s  measures  t o  i n c r e a s e  t a x  revenues  and r e s t r a i n  expend i tu re s .  As 
as a r e s u l t ,  t h e  Treasu ry  and t h e  ba l ance  of  payments d e f i c i t s  i n  1981 a re  
now expec ted  t o  be s i g n i f i c a n t l y  reduced ,  d e s p i t e  a w e a t h e r i n d u c e d  d e c l i n e  
i n  a g r i c u l t u r a l  p roduct ion .  However, p a r t  o f  t h e  r e d u c t i o n  i n  t h e  Treasu ry  
d e f i c i t  w i l l  be due t o  s a v i n g s  d e r i v e d  from t h e  temporary c l o s u r e  of schoo l s  
du r ing  1980-81. F i n a l l y ,  w i t h  a s s i s t a n c e  from t h e  World Bank, t h e  Government 
has  unde r t aken  background s t u d i e s  t o  formula te  f u r t h e r  r e fo rms  i n  s e v e r a l  
areas, w i t h  p r i o r i t y  g iven  t o  p u b l i c  e n t e r p r i s e s  and a g r i c u l t u r a l  develop- 
ment agencies .  

The Government's broad s t r a t e g y  t o  r e v i v e  t h e  economy and r e d r e s s  t h e  
f i n a n c i a l  s i t u a t i o n  a p p e a r s  t o  be a p p r o p r i a t e  and needs  t o  be  pursued 
r a p i d l y  and f u l l y ,  a s  t h e  b e n e f i c i a l  e f f e c t s  a r e  l i k e l y  t o  m a t e r i a l i z e  
o n l y  wi th  some l ag .  I n  o r d e r  t o  a c h i e v e  t h e  s t a t e d  o b j e c t i v e s ,  i t  w i l l  be 
e s s e n t i a l  f o r  t h e  a u t h o r i t i e s  t o  c o n t i n u e  t o  show g r e a t  r e s o l v e  o v e r  a 
number of  y e a r s  i n  implementing t h e  n e c e s s a r y  r e fo rms ,  i n c l u d i n g  t h e  r e q u i r e d  
s t r e n g t h e n i n g  of  a d m i n i s t r a t i v e  s t r u c t u r e .  A s t r o n g  e f f o r t  shou ld  also be  
made t o  i n c r e a s e  domes t i c  s a v i n g s ,  by improving performance o f  t h e  e n t i r e  
p u b l i c  s e c t o r ,  m o b i l i z i n g  p r i v a t e  s a v i n g s ,  and m a i n t a i n i n g  r e s t r a i n t  w i t h  
r e s p e c t  t o  income p o l i c i e s .  
cont inued  f o r e i g n  a s s i s t a n c e  on c o n c e s s i o n a r y  terms, i n  v iew o f  t h e  l i m i t e d  
r e s o u r c e s  of  t h e  c o u n t r y  and t h e  s o c i a l  c o n s t r a i n t s .  The a b i l i t y  t o  mob i l i ze  
f o r e i g n  f i n a n c i n g  and r e s t o r e  c o n f i d e n c e  abroad w i l l  depend c r u c i a l l y  on 
f u t u r e  f i n a n c i a l  p o l i c i e s .  

However, t h e  ad jus tment  e f f o r t  w i l l  r e q u i r e  

The c o r n e r s t o n e  o f  improved f i n a n c i a l  s i t u a t i o n  would have  t o  b e  a 
de termined  e f f o r t  t o  s t r e n g t h e n  f i s c a l  performance. On t h e  revenue  s i d e ,  
measures taken  t o  i n c r e a s e  t a x  c o l l e c t i o n  and reduce  t h e  scope  o f  e v a s i o n  
should  be c o n s o l i d a t e d  by a f u r t h e r  s t r e n g t h e n i n g  o f  t a x  a d m i n i s t r a t i o n  and 
by an  a p p r o p r i a t e  r e fo rm o f  t h e  t a x  system. In  t h i s  c o n n e c t i o n ,  t h e  auth-  
o r i t i e s '  d e c i s i o n  t o  implement i n  1982 t a x  p r o p o s a l s  a long  t h e  l i n e s  
of t h e  Fund t a x  r e p o r t  o f  May 1981 i s  welcome. These would h e l p  t o  streaut- 
l i n e  t a x  a d m i n i s t r a t i o n  and make t h e  tax sys tem more e q u i t a b l e ,  more buoyant ,  
and more conducive t o  growth.  However, a s u s t a i n e d  r e d u c t i o n  o f  t h e  f i s c a l  
d e f i c i t  would n o t  be p o s s i b l e  w i t h o u t  a de te rmined  e f f o r t  t o  r e s t r a i n  
expendi ture .  In v iew of  t h e  a l r e a d y  h i g h  l e v e l  of p u b l i c  consumption,  t h e  
a u t h o r i t i e s  should s t r i c t l y  l i m i t  t h e  growth i n  c u r r e n t  e x p e n d i t u r e ,  espec- 
c i a l l y  f o r  c e r e a l s  s u b s i d i e s  and f o r  p u b l i c  employment. In  t h i s  r e g a r d ,  
c o n c r e t e  measures a r e  u r g e n t l y  needed t o  l i m i t  new h i r i n g  and c o n t r o l  t h e  



- 22 - 

wage b i l l  b i l l  more e f f e c t i v e l y .  
r educ ing  o v e r s t a f f i n g ,  new d e c i s i o n s  r e g a r d i n g  wage i n c r e a s e s  should 
c o n t i n u e  t o  b e  reviewed i n  t h e  c o n t e x t  o f  reducing t h e  f i s c a l  d e f i c i t .  
The a u t h o r i t i e s  have a l r e a d y  expressed t h e i r  i n t e n t i o n  t o  l i m i t  t h e  expen- 
d i t u r e s  f o r  s c h o l a r s h i p s  and t o  r e v i s e  t h e i r  educa t ion  p o l i c y  with a v i e w  
t o  i n c r e a s i n g  t h e  e f f i c i e n c y  o f  t h e  e d u c a t i o n  system and c o n t a i n i n g  t h e  
growth i n  e x p e n d i t u r e .  
e x p e n d i t u r e  be p r o g r e s s i v e l y  changed so  t h a t  a l a r g e r  p r o p o r t i o n  o f  r e s o u r c e s  
is  provided f o r  maintenance,  necessa ry  s u p p l i e s ,  and e x p e n d i t u r e  i n  suppor t  
of  development. A t  t h e  same time, i n  o r d e r  t o  f a c i l i t a t e  f i n a n c i a l  management 
and a c l o s e  m o n i t o r i n g  of  f i s c a l  p o l i c i e s ,  i t  w i l l  be  n e c e s s a r y  t o  p repa re  
a c o n s o l i d a t e d  budgetary s t a t e m e n t ,  i n c l u d i n g  a l l  s p e c i a l  f u n d s ,  t o  s t r e n g t h e n  
t h e  T r e a s u r y ,  and t o  reduce payments arrears.  

Considering t h e  l i m i t e d  scope f o r  r a p i d l y  

Furthermore,  i t  i s  e s s e n t i a l  t h a t  t h e  s t r u c t u r e  of 

A s  t i m e  w i l l  be needed t o  r e s t r u c t u r e  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  and 
t h e  a g r i c u l t u r a l  i n s t i t u t i o n s  and t o  r e a l i z e  t h e  b e n e f i c i a l  e f f e c t s  t he re f rom,  
t h e  a u t h o r i t i e s  shou ld  a c t  soon on t h e  b a s i s  o f  t h e  s p e c i f i c  recommendations 
which w i l l  emerge from t h e  abovementioned s t u d i e s  and f o r m u l a t e  a t i m e t a b l e  
w i t h  t h e  a i m  of p r e p a r i n g  a new package o f  measures  d u r i n g  1982 and comple t ing  
t h e  r e fo rm by t h e  end o f  1985. 
a u t h o r i t i e s  i n  implementing t h e s e  recommendations. 

The World Bank i s  expec ted  t o  assist t h e  

Desp i t e  t h e  s t r o n g  e x p o r t  performance ove r  t h e  l a s t  f e w  y e a r s  suppor t ed  
by adequa te  p r o f i t a b i l i t y  f o r  Mali's ma jo r  e x p o r t s ,  t h e  e x t e r n a l  c u r r e n t  
accoun t  d e f i c i t  h a s  widened owing t o  e x c e s s i v e  a b s o r p t i o n  and i n e f f i c i e n t  
use of  r e s o u r c e s .  T h e r e f o r e ,  t h e  s t a f f  agrees w i t h  t h e  a u t h o r i t i e s  t h a t  
an improvement i n  t h e  b a l a n c e  of payments p o s i t i o n  should be achieved 
p r i m a r i l y  t h rough  domes t i c  measures mentioned above t o  r e s t r a i n  t h e  p u b l i c  
s e c t o r  d e f i c i t  and i n c r e a s e  e f f i c i e n c y  i n  economic management. 

The d e l a y s  i n  e x t e r n a l  (and domes t i c )  payments i n c u r r e d  by t h e  p u b l i c  
s e c t o r  (government p l u s  p u b l i c  e n t e r p r i s e s )  are t h e  r e s u l t  of l i m i t s  on 
c e n t r a l  bank l e n d i n g  t o  t h e  p u b l i c  s e c t o r .  Because o f  t h e s e  l i m i t s ,  t h e  
p u b l i c  s e c t o r  d i d  no t  have adequa te  domes t i c  c u r r e n c y  t o  pu rchase  f o r e i g n  
exchange from t n e  C e n t r a l  Bank, even though t h e  C e n t r a l  Bank f o r  i t s  p a r t ,  
s tood ready t c  meet a l l  p rope r  r e q u e s t s  f o r  f o r e i g n  exchange. Hence t h e  
overdi:e e x t e r n a l  payments do  n o t  r e su l t  from a d i r e c t  government l i m i t a t i o n  

t h e  a v a i l a b i l i t y  o r  u s e  o f  f o r e i g n  exchange,  and are  t o  be r ega rded  n o t  
a s  a r i s i n g  from a r e s t r i c t i o n  on payments and t r a n s f e r s  f o r  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  s u b j e c t  t o  Ar t i c l e  VIII, ( S e c t i o n  2 ( a ) ,  but  from a 
d c f a u l :  of t h e  p u b l i c  s e c t o r .  The s t a f f  would u r g e  t h e  a u t h o r i t i e s  t o  
g i v e  t h e  i i g ' p 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  of s u c h  d e l a y s  i n  payments as 
p a r t  of t h e i ,  comprehensive program of economic r e h a b i l i t a t i o n .  

Takicg i n t o  accoun t  t h e  o v e r a l l  government s t r a t e g y  t o  r e d r e s s  t h e  
- ;nc-.ic ..id f i n a n c i a l  s i t u a t i o n ,  t h e  s t a f f  c o n s i d e r s  t h a t  Mali's membership 
i n  t h e  WP??' w u l d  c o n t r i b u t e  s i g n i f i c a n t l y  t o  a s t r e n g t h e n i n g  of Mali's 
fivancial structure, a n  improvement o f  mone ta ry  d i s c i p l i n e ,  and t h e  
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maintenance  of an exchange s y s t e m  t h a t  is f r e e  of r e s t r i c t i o n s  on  c u r r e n t  
i n t e r n a t i o n a l  payments and t r a n s f e r s .  In the  c o n t e x t  of t h i s  membership 
Mali w i l l  have t o  broaden t h e  c a p i t a l  base  of i t s  banks and p u b l i c  en te r -  
pr ises ,  c o n s o l i d a t e  t h e  shor t - te rm e x t e r n a l  l i a b i l i t i e s  of t h e  C e n t r a l  
Bank wi th  b i l a t e r a l  f i n a n c i a l  a s s i s t a n c e  , and s h a r p l y  i n c r e a s e  i n t e r e s t  
rates. 
p r i a t n e s s  o f  common p o l i c i e s  w i t h i n  WAMU remains c l o s e l y  monitored and 
adapted  t o  changing  c i r cums tances .  

N e v e r t h e l e s s ,  t h e  a u t h o r i t i e s  should seek  t o  assure t h a t  t h e  appro- 

In view of t h e  s i z e  of t h e  f i n a n c i a l  d i s e q u i l i b r i a  and t h e i r  
s t r u c t u r a l  c h a r a c t e r ,  t h e  a u t h o r i t i e s  and t h e  s t a f f  a r e  i n  agreement that  
t h e  e f f e c t i v e  and o r d e r l y  implementa t ion  o f  t h e  wide-ranging a d j u s t m e n t  
p o l i c i e s  should  be c a r r i e d  o u t  w i t h i n  t h e  framework o f  a comprehensive 
program which could  f a c i l i t a t e  t h e  m o b i l i z a t i o n  of a d d i t i o n a l  external 
a s s i s t a n c e  from b o t h  b i l a t e r a l  and m u l t i l a t e r a l  sources .  Over t h e  l a s t  
few months, t h e  Fund and Bank s t a f f s  have a s s i s t e d  t h e  a u t h o r i t i e s  in 
e l a b o r a t i n g  t h e  e l emen t s  of such  a program. 
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I V .  Proposed Decis ion  

The f o l l o w i n g  d r a f t  d e c i s i o n  is proposed f o r  a d o p t i o n  by t h e  Execut ive  

Board : 

1. me Fund takes t h i s  d e c i s i o n  i n  concluding  t h e  1981 A r t i c l e  XIV con- 

s u l t a t i o n  w i t h  Mal i ,  i n  t h e  l i g h t  of t h e  1981 Article I V  c o n s u l t a t i o n  with 

M a l i  conducted  under Dec i s ion  No. 5392-(77/63), adopted  A p r i l  29,  1977 

( S u r v e i l l a n c e  o v e r  Exchange Rate P o l i c i e s ) .  

2. The Fund n o t e s  wi th  s a t i s f a c t i o n  t h a t  Mali c o n t i n u e s  t o  main ta in  

an  exchange sys t em which i s  f r e e  of r e s t r i c t i o n s  on payments and t r a n s f e r s  

f o r  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 ,  and u r g e s  t h e  a u t h o r i t i e s  t o  take  

e a r l y  a c t i o n  t o  t e r m i n a t e  t h e  remaining b i l a t e r a l  payments agreements  with Fund 

members 
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Relat ions with the Fund L/ 

Fund da ta  

Date of  membership: September 27 ,  1963 

Quota: SDR 40.5 mi l l i on  

In t e rven t ion  currency and the rate: French franc;  MF 100 = F 1 

Fund holdings of l o c a l  currency: 

SDR pos i t i on :  

Trust Fund loans outs tanding : 

Direct d i s t r i b u t i o n  of p r o f i t s  from 
gold sales: 

Gold d i s t r i b u t i o n :  

S t a f f  con tac t s  and t echn ica l  a s s i s t ance  

S ta f f  v i s i t ,  balance of payments 
s t a t i s t i c s :  

SDR 40.15 mi l l i on  equivalent  t o  99.1 
per cent  of  quota (81.23 per cent  
of quota excluding purchases 
under s p e c i a l  f a c i l i t i e s ) .  

Holdings amounted t o  SDR 0.09 mill ion 
(0.5 per cen t  of t h e  n e t  cumulative 
a l l o c a t i o n  of SDR 15.91 mil l ion) .  

SDR 21.5 mi l l i on  

USS3.48 mil l ion 

18,826.368 f i n e  ounces 

November 24-December 12, 1980 

S ta f f  v i s i t ,  monetary s t a t i s t i c s :  November 24-December 12, 1980 

Technical a s s i s t a n c e ,  f i s c a l  a r e a  
Tax system: February 19-March 13, 1981 
Budget : October 15-November 4, 1981 

The 1979 A r t i c l e  I V  c o n s u l t a t i o n  d i scuss ions  with Mali were held i n  Bamako 
during the period February 8-24, 1979. The s t a f f  r e p o r t  (SM/79/100) and the  
recent economic developments paper (SM/79/100) were discussed by t h e  Executive 
Board on May 7 ,  1979, a n d  t he  following dec i s ion  was taken: 

- 1/ As of September 30, 1981. 
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1. The Fund takes  t h i s  dec is ion  i n  concluding the  1979 Ar t ic le  X I V  
c o n s u l t a t i o n  with Mali, i n  t h e  l i g h t  of t h e  1979 A r t i c l e  IV consul ta t ion  
conducted under Decision No. 5392-(77163) adopted Apri l  29, 1977 
(Surve i l l ance  over Exchange Rate Pol ic ies ) .  

2. The Fund notes  with s a t i s f a c t i o n  t h a t  Mali cont inues  t o  maintain 
an exchange system t h a t  i s  f r e e  of r e s t r i c t i o n s  on payments and t r a n s f e r s  
f o r  c u r r e n t  i n t e r n a t i o n a l  t ransac t ions .  The Fund be l i eves  t h a t  the  a u t h o r i t i e s  
should cont inue  t h e i r  e f f o r t s  t o  terminate t h e  remaining b i l a t e r a l  agreements 
with Fund members. 
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R e l a t i o n s  w i t h  t h e  World Bank Group 

1. Lending o p e r a t i o n s  through end-August, 1981 A/ 
C o d  t t e d  Disbursed  Undisbursed 

( I n  m i l l i o n s  of U.S. d o l l a r s )  

A g r i c u l t u r e  and r u r a l  development 
Rainfed a g r i c u l t u r e  
Irr i g a  t ed a g r  i c  u l  t u r  e 
L ives tock  and f o r e s t r y  

T r a n s p o r t a t i o n  
Roads 
Rai lways 

Ed uca t i  on 
Urban development 
I n d u s t r y  
Energy 
Te 1 ec ommun i c  a t i on s 

79.3 21  
(32.5)- 
(29.0) 

(17.8)  
78.8 

(52.5)  
(26.3) 
15.0 
12.0 
8.0 
3.7 
3.6 

57.9 
(21.1) 
(25.5) 
(11.3) 

55.5 
(33.4) 
(22.1) 
10.8 

2.1 
0.7 

3.6 

-- 

I 21.4 
(11.4) 

(3.5) 
(6.5) 
23.3 

(19.1) 
(4.2) 
4.2 
9.9 
7.3 
3.7 

T o t a l  200.4 130.6 69.8 

Repayments 0.6 0.6 -- 
Debt o u t  s t a n d i n g  199.8 130.0 69.8 

2. Technica l  a s s i s t a n c e  

The World Bank p r o v i d e s  t e c h n i c a l  a s s i s t a n c e  t o  Mali th rough  i t s  
s t a n d a r d  l e n d i n g  o p e r a t i o n s  f o r  p r o j e c t s ,  main ly  i n  t h e  a g r i c u l t u r a l  and 
t r a n s p o r t a t i o n  s e c t o r s .  
economy, t h e  Bank i s  now a c t i v e l y  p r e p a r i n g  a comprehensive t e c h n i c a l  
a s s i s t a n c e  p r o j e c t  c o v e r i n g ,  among o t h e r s ,  cereals marke t ing ,  a g r i c u l t u r a l  
development a g e n c i e s ,  p u b l i c  e n t e r p r i s e s ,  p l ann ing  i n s t i t u t i o n s ,  t h e  c i v i l  
s e r v i c e ,  s t a t i s t i c a l  s e r v i c e s ,  management o f  t h e  e x t e r n a l  d e b t ,  and t r a i n i n g  
i n  a d m i n i s t r a t i o n .  As p a r t  of t h i s  env i saged  p r o j e c t ,  two long-term t e c h n i c a l  
e x p e r t s  have been provided  t o  a s s i s t  i n  t h e  re form of p u b l i c  cereals marke t ing ;  
t h e  terms o f  r e f e r e n c e  f o r  a s t u d y  of p u b l i c  e n t e r p r i s e s  have  been prepared  
and c o n s u l t a n t s  a r e  be ing  s e l e c t e d ;  t h e  terms o f  r e f e r e n c e  f o r  a s t u d y  o f  
a g r i c u l t u r a l  development a g e n c i e s  have been drawn up and s e n t  o u t  f o r  b ids .  

In  t h e  c o n t e x t  o f  Mali's e f f o r t  t o  r e s t r u c t u r e  i t s  

1/ I D A  lending  only .  
2 1  Inc ludes  USS6.5 m i l l i o n  approved but  n o t  y e t  e f f e c t i v e .  
- 
- 



Area, p o p u l a t i o n  and GDP p e r  c a p i t a  

Area 
P o p u l a t i o n  

T o t a l  ( 1 9 8 0  estimate) 
Growth r a t e  ( 1 9 8 0  e s t i m a t e )  

GDP p e r  c a p i t a  ( 1 9 8 0 )  

- 2 8  - 

MALI - Basic Data 

G r o s s  domes t i c  product  a t  
c o n s t a n t  1 9 8 0  p r i c e s  

Primary s e c t o r  
Secondary s e c t o r  
T e r t i a r y  s e c t o r  

Gross  domest ic  p roduc t  a t  
c u r r e n t  p r i c e s  

Resource eaD 

Gross  domest ic  exDend i tu re  

Cons ump t i o n  
Gross  inves tmen t  

Gross  domest ic  s a v i n g s  

P r i c e  index  of f o o d s t u f f s  
i n  Bamako ( 1 9 6 2 / 6 3  = 100) 

C o n t r o l  1 ed mar ke t 
Uncontrol led market 
Composite index - 1/ 

P u b l i c  f i n a n c e  

Budgetary t r a n s a c t i o n s  
Revenue 
Expendi ture  2 1  

Treasu ry  d e f i c i t  

1 ,2  40,190 s q u a r e  k i  1 ometer  s 

6.9 m i l l i o n  
2.5 p e r  c e n t  
SDR 1 4 5  
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1972 - 

386.2 

134.5 
127.0 
124.7 

188.1 

17.8 

205.9 

176.0 
29.9 

12.1 

196.3 
250.9 
237.3 

20.7 
24.6 
-3.9 

1979 1980 - 1978  

( I n  b i l l i o n s  of Mali f r a n c s )  

504.9 

159.5 
164.2 
181.2 

432.6 

88.0 

520.6 

389.6 
131.0 

43.0 

466.9 
630.5 
589.5 

559.9 

184.5 
165.8 
209.6 

517.6 

98.7 

616. 2 

494.2 
1 2 2 . 0  

23.4 

518.8 
605.9 
584.1 

553.3 

178.8 
164.5 
210.0 

553.3 

106.7 

659.9 

538.3 
121.6 

14.9 

592.0 
738.6 
701.9 

( I n  b i l l i o n s  of Mali f r a n c s )  

52.3 54.9 59.4 
-64.2 -74.7 -83.4 
-11.9 -19.8 -24.0 

1981 
E s t .  
- 

550.3 

175.4 
162.7 
212.4 

600.8 

127.3 

728.1 

593.1 
135.0 

7.7 

S i x  
months 

645.0 
785.4 
750.3 

69.9 
83.8 

-13.9 

- 1/ Weights 3 / 4  u n c o n t r o l l e d  marke t ,  1 / 4  c o n t r o l l e d  market. 
- 2 /  Current  p l u s  c a p i t a l  e x p e n d i t u r e .  
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MALI - Basic Data (cont inued)  

- 1972 - 1978 1979 1980 1981 

( I n  b i l l i o n s  of Mali f r a n c s )  
E s t  

Financed by : 
E x t e r n a l  s o u r c e s  ( g r o s s )  2.0 3.8 6.4 14.2 9.7 

Changes i n  arrears  -- 2.0 5.1 6.0 -- 
Banking sys tem ( n e t )  0.7 11.5 10.1 5.0 12.5 

T r e a s u r y  o p e r a t i o n s  ( n e t )  1.2 -5.4 -1.8 -1.2 -8.3 

E x t r a b u d g e t a r y  t r a n s a c t i o n s  - 1/ 
Revenue 7.3 33.0 35.2 38. 5 43.8 
Expendi ture  21 -15.5 -75.4 -91.2 -92.3 -110.8 

D e f i c i t  -8.2 -42.4 -56.0 -53.8 -67.0 
Financed by: 

E x t e r n a l  s o u r c e s  ( n e t )  6.5 46.2 57.8 59.2 67.5 
Changes i n  c a s h  ba lances  

and o t h e r  1.7 -3.8 -1.8 -5.4 -0. 5 

I Consol idated t r a n s a c t  i o n s  
Revenue 28.0 85.3 90.1 97.9 113.7 

. D e f i c i t  -12.1 -54.3 -75.8 -77.8 -80.9 
Expendi ture  -40.1 -139.6 -165.9 -175.7 -194.6 

Monetary survey  (end of y e a r )  

N e t  f o r e i g n  a s s e t s  
Domestic c r e d i t  

C l a i m s  on Government ( n e t )  
C l a i m s  on economy 

Money and quasi-money 
Long-term f o r e i g n  l i a b i l i t i e s  
SDR a l l o c a t i o n  
Other  l i a b i l i t i e s  ( n e t )  

Balance of  payments 

E x p o r t s ,  f .o.b. 
Imports ,  c . i . f .  
S e r v i c e s  ( n e t )  
P r i v a t e  t r a n s f e r s  ( n e t )  

-33.1 -95.9 
81.9 241.0 
47.7 107.9 
34.2 133.1 
35.2 118.4 

3.8 5.2 
4.2 4.3 
5.6 17.2 

-103.9 
270.2 
118.0 

136.1 
152.2 

5.2 
5.8 

19.2 

-112.4 -127.1 
287.7 321.7 
123.7 136.2 
164.0 185.5 
144.4 160.1 

4.9 4.9 
7.2 8.8 

19.8 19.8 

( I n  m i l l i o n s  of SDRs) 31 - 
41.9 88.7 114.1 157.5 125.1 

-77.8 -227.6 -271.3 -346.0 -313.0 
-10.3 -30.1 -34.9 -23.5 -22.0 

9.7 29.6 24.9 26.9 29.2 

- 1/ S t a f f  e s t i m a t e s .  
- 21 
- 3 1  P e r i o d  average. 

Current  p lus  c a p i t a l  e x p e n d i t u r e .  
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1981 - 1980 - 1979 

(In millions of SDRs) 

- 1978 - 1972 
E s t  e 

Cur ren t  accoun t  -36.5 -139.4 -167.2 -185.1 -180.7 

Unrequi ted  p u b l i c  t r a n s f e r s  ( n e t )  18.1 83.0 82.6 83.2 81.0 

C a p i t a l  ( n e t )  
Errors and omiss ions  

Overall b a l a n c e  

SDR a l l o c a t i o n  
T r u s t  Fund l o a n s  
Commercial banks 
C e n t r a l  Bank 

Change i n  arrears 
Of which: o p e r a t i o n s  accoun t  

O f f i c i a l  f o r e i g n  r e s e r v e s  and 
l i a b i l i t i e s  (end  of y e a r )  
Gross  r e s e r v e s  
Gross l i a b i l i t i e s  

Of which: o p e r a t i o n s  accoun t  

P u b l i c  e x t e r n a l  deb t  
(end of  pe r iod )  
Disbursed  
Undisbursed 

T o t a l  

E x t e r n a l  payments a r r e a r s  
(end of  pe r iod )  

Exchange r a t e s  
( p e r i o d  average)  

S DR 
U.S d o l l a r  

Import-weighted 
e f f e c t i v e  r a t e  i ndex  

7.2 41.6 58.6 81.1 73.5 
3.8 -6.7 1.5 -10.6 -- 

-7.4 -21.5 -24.5 -31.4 -26.2 

2.7 2.7 2.7 
9.0 6.7 5.6 0.2 

-0.6 8.6 -2.4 2.6 -1.8 
5.7 -1.6 10.2 5.8 25.1 

5.5 7.3 14 .7  ... 

2.3 -- 
-- 

( 6 . 5 )  ( 4 . 4 )  ( 1 3 . 3 )  ( 9 - 1 )  ( 2 8 . 0 )  -- 

3.6 6.5 6.7 12.  r? 13.2 
67.4 175.8 197.6 205.0 298.8 

( 5 6 . 6 )  ( 1 5 8 . 3 )  ( 1 7 6 . 6 )  ( 1 7 1 . 2 )  ( 1 7 9 . 7 )  

210.5 420.3 418.8 491.7 ... 
58.4 169.4 165.5 225.2 ... 

268.9 589.7 584.3 716.9  ... 

... 17.5 25.6 37.6 ... 
(Mali f r a n c s  p e r  SDR and per U.S. d o l l a r )  

September 
556.4 565.0 549.7 550.0 637.2 
504.4 451.3 425.5 422.6 556 .7  

(December 1971 = 100) 

98 .0  101.6 101.4 101.4 107.0 


