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1. This document is the third rolling medium-term policy framework 
paper (PFP) that the Mauritanian Government has prepared with assistance 
from the staffs of the International Monetary Fund and the World Bank. 
It sets OUL the Government’s targets and programs for the period 1989- 
91. It also reviews the progress made by the Government since 1986 in 
implementing a program of structural reforms with the support of three 
stand-by arrangements and two annual agreements under the structural 
adjustment facility (SAF) with the International Monetary Fund, and a 
structural adjustment credit and an institutional development credit 
from the World Bank. The adjustment program aimed at correcting the 
deep-seated economic and financial imbalances that had accumulated since 
the mid-1970s, re-establishing a viable external position over the 
medium term, and laying the basis for sustainable economic growth. The 
targets adopted by the Government in the first two policy framework 
papers were as follows: (i) to achieve a real GDP growth rate of about 
4 percent annually during the period 1986-90; (ii) to reduce the rate of 
inflation to about 5 percent by 1990, compared with 7.9 percent in 1986; 
and (iii> to reduce the external current account deficit (excluding 
official transfers) from 21.9 percent of GDP in 1986 to 10 percent in 
1990, so as to sharply reduce the need for exceptional financing. To 
achieve these objectives, the authorities relied on a strategy designed 
to encourage private initiative through the introduction of adequate 
price incentives and the liberalization of the legislative and 
regulatory framework; reorganize public enterprises and the banking 
system; ensure a more efficient utilization of resources and strengthen 
the productive base through reforms in key sectors. These reforms were 
supported by a cautious demand management policy and a flexible exchange 
rate policy (managed float); efforts have also been made to improve 
external debt management. 

2. It was not possible to implement fully the economic adjustment and 
reform program during 1986187 and 1987188, the first two years covered 
by the policy framework papers. The introduction of some important 
structural reforms was delayed--sometimes for reasons beyond the control 
of Government. However, the measures that were implemented have 
contributed to a more efficient utilization of public sector resources, 
the establishment of a more competitive environment, and the increased 
participation of the private sector in the economy. Domestic and 
external imbalances have also been reduced compared with their 1985 
levels. Nevertheless, delays in the payment of external debt 
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obligations have frequently resulted in accumulation of arrears, owing 
to the underlying weakness in the Government’s overall financial 
position and poor administrative coordination of debt management and 
monitoring. 

3. In this policy framework paper, the Government reaffirms its 
intention to achieve its growth and balance of payments objectives by 
continuing its strategy aimed at restoring a sustainable balance in 
government finances, namely through expanding the tax base and improving 
tax collection, upgrading expenditure management, and introducing a 
comprehensive reform of the productive system (agriculture, fisheries, 
energy, and public enterprise sectors) and the banking sector. The 
reform of the productive apparatus reflects the need to further develop 
the country’s narrow economic base, and implies scaling down the size 
and the role of the public enterprise sector while introducing an 
incentive system to strengthen private sector involvement in all aspects 
of economic activity. In the context of this medium-term policy 
framework, the Government will also endeavor to consolidate its external 
debt policy by stabilizing the level of the external debt and 
substantially improving debt management so as to restore normal 
relations with its creditors in the medium term. It also aims to 
improve the quality and skills of Mauritania’s human resources by 
reforming the educational system and adopting an appropriate population 
policy. 

II. Achievements During the First Two Years 
Under the 1986-89 Economic Policy Framework 

A. Reforms Introduced 

4. As part of the rehabilitation of key public enterprises, the plan 
to restructure the iron mining company (SNIM) began with a 25 percent 
reduction in its staff and the introduction of an investment program 
intended to increase productivity, The restructuring of the water and 
electricity company (SONELEC) has reached its final phase: a new rate 
structure is in force, the size of the staff has been reduced, its 
management strengthened, and the two power plants at Nouakchott and 
Nouadhibou rehabilitated. The Petroleum Products Marketing Company 
(SMCPP) has Lost its import monopoly and this area of activity has been 
opened up to the private sector. Pending the recommendations of a 
recent audit, provisional measures have been undertaken to strengthen 
the company’s management. The Construction and Property Management 
Company (SOCOGIM) and the Public Transport Systems of Nouakchott (STPN) 
have been audited and rehabilitation plans prepared. Finally, the 
pharmaceutical products distribution office (Pharmarim) has been closed 
down and drugs are now marketed through the private sector. As regards 
restructuring of the banking system, substantial progress has been made 
in Legal and administrative reforms including for example, the 
promulgation of a new banking law, and the drawing up, in consultation 
with the World Bank, of program contracts laying down a precise calendar 
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for full compliance by the banks; the introduction of a new uniform 
accounting system; the strengthening of the Central Bank’s control over 
commercial banks and the definition of prudential ratios for banking 
operations. However, despite efforts to collect frozen loans 
(UM 235.0 million in 1985, UM 822.0 million in 1986, UM 902.00 million 
in 1987, and UM 616.0 million in 19881, the results obtained remain 
unsatisfactory , given the level of nonperforming loans outstanding and 
considering that the Government must issue treasury bills worth 
UM 3.5 billion in 1989 in order to reimburse the Central Bank for its 
refinancing and to participate in the recapitalization of some banks. 
In addition to the treasury bills, the Government also has used the 
counterpart of the World Bank structural adjustment Loan (UM 1.8 billion 
in 1987-88 and UM 1 billion at the beginning of 1989) to clean up the 
banks ’ balance sheets and settle their external arrears. More vigorous 
action will be taken to speed up collections, particularly from the 
largest debtors. This would help lessen the burden of interest charges 
arising from the issue of UM 5.3 billion in treasury bills in 1988 and 
1989 to reimburse the Central Bank’s refinancing of some commercial bank 
loans that are frozen. Some objectives have been reached in the 
restructuring of the four ailing state banks: the National Development 
Fund (FND) and the Mauritanian Trade and Development Bank (BMCD) have 
been merged to create the Union of Development Banks (UBD), and the 
International Bank for Mauritania (BIMA) has been merged with the 
Mauritanian Banking Company (SMB) to create the National Bank of 
Mauritania (BNM). However, efforts to privatize this new bank have not 
been successful, for reasons beyond the control of the Government. 
Although negotiations were held with some foreign banks in the past 
year, with the support of the World Bank, the international banking 
community still does not appear to be attracted by the Mauritanian 
financial market. 

5. As regards the implementation of the Economic and Financial 
Recovery Program (PREF) that the Government had set for the period 1985- 
1988, the public investment program has been streamlined and its size 
reduced from 23 percent of GDP in 1985 to 18 percent in 1987, a level 
more compatible with the absorptive and debt-servicing capacities of the 
country. The selection of projects has been improved, and projects will 
now be integrated in an annual consolidated budget prepared in 
conjunction with the World Bank. As a prelude to the tariff reform 
introduced through the 1989 budget, customs duties for a number of 
products were lowered in 1988 and duty exemptions on imported raw 
materials were reduced in order to promote the use of local resources. 
As for price policy, measures have been taken to Liberalize the pricing 
system and marketing of Local cereals, and retail prices for cereals 
have been adjusted to reflect increases in the producers’ prices. The 
price control system has been made more flexible but, remaining controls 
include fixed markup for most imported industrial products, and 
homologation of the prices of 9 locally manufactured goods (compared 
with 11 in 1986); in addition, the prices of basic consumption items and 
services remains also subjected to official control. In the area of 
fisheries, the Government has implemented a new policy aimed at 
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protecting fishing resources, avoiding overfishing, and increasing 
domestic value added. A number of measures have also been introduced to 
foster development of small- and medium-sized firms. Since 1987, these 
firms have been able to obtain an import-export permit without having to 
go through all the lengthy administrative procedures normally required, 
and also to import, without a license, intermediate goods needed in the 
primary, manufacturing, and crafts sectors. 

B. Impact of the Program 

6. The introduction of these measures and the implementation of a 
flexible exchange rate policy have contributed to a substantial 
reduction in domestic and external imbalances while removing some of the 
obstacles to economic growth. Nevertheless, delays in preparation and 
implementation of supply-side reforms --such as the new investment code, 
the new customs tariff, the fishing policy, the cereals policy, and bank 
restructuring--have restricted growth, and may in part explain why the 
country’s financial position did not improve to the extent originally 
anticipated. As regards the restructuring of the banking system in 
particular, the prolonged delay in negotiations to rehabilitate the 
ailing commercial banks, including the noncollection of nonperforming 
assets, has exacerbated the liquidity problems of the banks concerned 
and hampered the normal course of economic activity. This has adversely 
affected the liquidity difficulties experienced by the Treasury--owing 
in part to the difficulties encountered in cashing tax revenues paid by 
certified checks drawn on illiquid banks. 

7. During the period 1985-87, real GDP grew by about 3.7 percent 
annually, compared with a decline of 0.2 percent on average during the 
period 1982-85. This is explained by two good crop seasons during which 
cereal production rose by 61 percent and livestock herds gradually 
recovered, combined with a satisfactory performance in the fishing, 
handicrafts, and small business sectors, as well as the impact of new 
private investment. The Government’s financial position improved and 
the operations of the Treasury recorded a surplus of 2.9 percent of GDP 
in 1987, while the overall deficit in the consolidated operations 
(excluding grants) fell from 16.4 percent of GDP in 1985 to 6.1 per- 
cent. l/ This improvement in the Government’s financial position 
reduced the need for bank financing, thereby contributing to the 
slowdown in the growth of domestic credit and money supply. As a 
result, the current account deficit (including official transfers) was 
lowered to 11.8 percent of GDP in 1987, against 14.3 percent of GDP in 

l/ All budget balances exclude exceptional operations connected with 
the restructuring of the public enterprises and the banking system. The 
consolidated budget includes, in addition to the operations of the 
Treasury, other government expenditures financed through foreign grants 
and foreign loans. 
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1985, despite a marked deterioration in the terms of trade. The rate of 
inflation was reduced from 13.6 percent in 1985 to 8.2 percent in 
1987. A! 

8. Preliminary data available for 1988 indicate that GDP grew at a 
slower pace (2.5 percent in 1988) than in 1987. This reflects primarily 
the drop in primary sector output (mainly fishing), which was partly 
offset by a rise in secondary sector output, thanks to sustained SNIM 
activity. The consolidated financial operations of the Government (on a 
cash basis and excluding grants) showed a deficit equivalent to 6.4 per- 
cent of GDP, 21 taking into account a net reduction in payments arrears 
estimated at GM 358 million. 2/ The treasury operations recorded an 
estimated surplus (on a cash basis and excluding grants) equivalent to 
2.1 percent of GDP compared with 3.2 percent in 1987; this decline is 
explained in part by the fall in nontax revenue from the exceptional 
level reached in 1987 and by the net repayment of arrears. However, 
because of the issue of UM 1.8 billion in treasury bills to cover a 
portion of nonperforming loans resulting from previous rediscounts by 
the Central Bank, the Treasury’s net bank financing requirement amounted 
to UM 883 million, despite a slight drop in advances to the Government 
and an increase in its deposits reflecting the balance (LJM 860 million) 
of drawings on the World Bank’s structural adjustment credit (SAC). 

9. In 1988 domestic credit increased by about 18 percent in relation 
to broad money supply at the beginning of the period. However, broad 
money supply grew by only 3 percent as a result of the deterioration in 
net external assets (7 percent of broad money supply) of the banking 
system. The external position weakened further, and the overall balance 
of payments showed an estimated deficit of SDR 50 million, slightly more 
than in 1987. This largely reflects the fact that the SDR 23.9 million 
improvement in the current account balance was not enough to offset the 
large drop in the capital account balance (SDR 81.7 million) owing to a 
decline of SDR 32.7 million or 31.6 percent of disbursements of medium- 
and long-term external loans, while debt amortization repayments 
increased by SDR 10.8 million (or by SDR 53.9 million, including the 
counterentry to the debt cancellation granted by the Federal Republic of 
Germany. In addition to the reduction of SDR 14.8 million in the 
Central Bank’s net foreign assets, the deficit was financed by debt 
rescheduling (SDR 29.3 million) obtained in 1987 for 1988 maturities, 

l! Problems have recently appeared in the reliability of the price 
data used in calculating the consumer price index; major changes to the 
calculation methodology are planned in 1989. 

21 The cost of public enterprise and bank restructuring was 
equivalent to 3.5 percent of GDP in 1988. 

31 The net amount is the difference between the payments of arrears - 
on interest and principal accumulated in 1987 and the new accumulation 
of arrears on interest payments that would be eliminated through 
rescheduling in 1988. In 1988, accumulation of arrears on principal 
payments is shown as a financing item. 
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and by the accumulation of arrears (SDR 9.8 million) to Paris Club and 
other bilateral creditors, while commercial banks improved their own 
external positions by SDR 4.1 million through the reduction of external 
arrears. 

III. Medium-Term Objectives and Policies 

10. Faced with a difficult economic and financial situation, the 
Government has devised a new strategy to promote reforms aimed at 
achieving structural adjustment and sustainable growth in order to 
improve the welfare of the population. The Government’s structural 
adjustment policy consists of a program of actions covering agriculture, 
public enterprises, promotion of private initiative, diversification of 
the export base, and improvement of the quality of human resources. The 
authorities recognize that achievement of these objectives can be 
hampered by the Large debt-servicing obligations and, to some extent, by 
the high rate of population growth--two of the important areas where the 
Government is identifying solutions with donor assistance. 

11. Against this background, the Government has updated its policy 
framework paper, which contains the following objectives for 1989-91: 
(a) an average annual real GDP growth rate of about 3.5 percent, which 
should result in a modest increase in per capita income; (b) a reduction 
in the annual rate of inflation measured by the GDP deflator, from 
7 percent in 1987 to approximately 4.5 percent in 1991; l/ (c) a 
reduction in the current account deficit from 11.8 percent of GDP in 
1987 to around 3.6 percent in 1991. The current account deficit 
(excluding official transfers), is expected to fall from 21.6 percent of 
GDP in 1987 to some 9.8 percent in 1991. Achievement of this medium- 
term objective takes account of export prospects and, in particular, of 
the likelihood that fish and iron ore export prices will rise only 
slightly between 1990 and 1991, while export volumes will rise only 
moderately for iron ore (because of technical difficulties being 
experienced by the mining company) and fish. The Government will take 
all additional measures that may be necessary to achieve its growth and 
current account adjustment objectives. 

A. Sources of Growth and Initiatives in the Area of Incentives 

12. Mauritania’s natural constraints, and desertification in 
particular, will continue to pose a challenge to the country in the 
years ahead. The primary sector (stockraising, agriculture, and 
fisheries) remains the predominant sector of the economy. Stockraising, 
which continues to be largely traditional, could make a greater 
contribution to growth if it were better integrated into agricultural 
and forestry activities. 

l/ Measured by the implicit GDP deflator. 
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13. The development of irrigated land, in conjunction with a consistent 
investment program in the sector, can help significantly improve farm 
output and reduce cereal imports. This, and the implementation of the 
new cereals policy, could make it possible to cover a larger part of 
domestic demand for rice, and will be a decisive factor in economic 
growth. Furthermore, the implementation of an appropriate agricultural 
credit policy, the improvement of land policy, and the rationalization 
of the role and activities of the National Rural Development Agency 
(SONADER) are all factors that will encourage private initiative in this 
sector and thus help achieve the development objectives set for 
irrigated agriculture and the strengthening of food security. This 
policy will also bring about an increase in farm income and help stem 
rural migration. 

14. The contribution of the fisheries sector to foreign exchange 
earnings, and to government revenue, remains substantial. However, its 
contribution toward domestic value added is still relatively limited. 
This is due to the dominant role played in the sector by self-sufficient 
foreign or charter fishing fleets manned largely with foreign crews. 

15. Within the framework of its declaration on fisheries policy, the 
Government has promulgated a fishing code that aims at guaranteeing the 
rational exploitation of fish resources and increasing value added in 
the sector. Donors are currently financing specific actions targeted at 
strengthening the administrative agencies at Nouadhibou responsible for 
evaluating resources in the sector and at setting up a monitoring and 
control system (MCS) for the management of fishing resources within the 
Exclusive Economic Zone (EEZ). As regards value added, the Government 
still needs to take firmer measures to improve management of the 
licensing system and to promote the development of local infrastructures 
with a view to creating local jobs at sea and on Land. Such measures 
are essential as they will determine the type of training to be provided 
under the existing program, as well as the planned construction of 
private boat repair yards. They will be accompanied by credit and tax 
policies designed to encourage small-scale fisheries, and to strengthen 
the country’s private fishing fleet. 

16. In the manufacturing sector, the Covernment’s objectives are to 
promote a competitive environment and encourage increase in the 
production and productivity of small- and medium-sized enterprises in 
the fisheries, livestock, and industrial sectors. Toward those 
objectives, the Government has prepared measures to: (i) simplify the 
customs duty system in order to reduce the level of effective 
protection, and to abolish preferential regimes for imports of inputs 
and materials; (ii) eliminate all import quotas and monopolies; and 
(iii) increase investment incentives by liberalizing the trade and 
exchange system and by gradually eliminating price controls. By the end 
of 1991, the Government intends to end price controLs and to eliminate 
the administrative offices responsible for price control. However, in 
the event of exceptional shortages of a limited number of basic 
commodities and services for which a list will be drawn up annually in 
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consultation with the staffs of the World Bank and the Fund, the 
Government will be able to intervene for a three-month period to reduce 
price variability. A service will be created to monitor prices and 
market competitiveness by means of a posteriori controls, to ensure that 
prices are not unduly increased and that the rules of fair competition 
are being observed. This surveillance service will be manned by a small 
staff. In order to improve the ability of the consumer price index to 
track trends in domestic prices, the Government has decided to 
significantly improve the collection and price data by implementing the 
recommendations of an IMF technical assistance mission; this should 
restore the reliability of the consumer price index, which in recent 
years has lost credibility as a realistic measure of inflation. 
Instruments , procedures, and mechanisms that contribute to implementing 
quantitative restrictions of imports will also be abolished. The 
Government will rely on an appropriate exchange rate policy and a new 
tariff system to improve Mauritania’s external position. Combined with 
the restructuring of the banking sector, these reforms will help speed 
up the promotion of small- and medium-sized businesses in the export and 
import-substitution sectors, and strengthen the private sector’s 
potential for creating and managing enterprises. 

17. The growth in GDP envisaged above implies an appropriate level of 
investment in the priority sectors, particularly agriculture and 
fisheries. To improve the quality of financing of this investment, 
thereby reducing the impact on the debt, the Government will encourage 
inflows of foreign capital and mobilize domestic savings through a 
policy of positive real interest rates. However, the Government 
recognizes that the completion of the reform of the banking system and a 
larger private sector participation in investment are the essential 
factors that will make the greatest contribution toward mobilizing 
domestic and foreign capital. 

18. In the mining sector, SNIM, the second largest employer after the 
Government and for a long time the main engine of economic growth, 
continues to experience financial and technical difficulties despite the 
implementation of a rehabilitation plan, which involved a sharp 
reduction in its staff. A new plan of action aimed at boosting 
productivity and reducing current expenditure has been prepared in an 
attempt to restore SNIM to its former role as an important source of 
growth. To improve the company’s medium-term prospects and strengthen 
its contribution to growth, exports, and employment, the Government is 
negotiating an agreement with creditors with a view to reducing the 
company’s sizable domestic and external debt-servicing obligations, by 
means of cancellation, capitalization and rescheduling of the debt. 
Additional financial assistance is also being requested, especially from 
creditors involved in the Guelbs project, whose delayed production 
start-up has been one of the main causes of SNIM’s financial 
difficulties. This additional assistance will help rebuild the 
company’s capital; furthermore, the company will be restructured as part 
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of a public enterprise sector structural adjustment program, which is 
currently under preparation, and will be supported by a loan from the 
World Bank. 

B. Macroeconomic and Structural Policies 

19. The Government’s macroeconomic policy is based on supply-side 
measures, prudent management of aggregate demand, liberalization of the 
exchange and trade arrangements, and a flexible exchange rate policy. 
The specific measures to be implemented over the period 1989-91 are 
listed in an appendix to this document, which also gives a timetable for 
their implementation. 

Bl . External Sector 

20. With a view ta improving the medium-term external situation, the 
Government has prepared measures aimed at stimulating export activities 
and liberalizing external trade. A new customs tariff was introduced in 
January 1989, the aim of which is to simplify the tariff system, reduce 
the average rate of effective protection, promote greater competition 
and thus increase productivity in the manufacturing sector and improve 
resource allocation. The lowering of nominal rates is combined with a 
reduction in import duty exemptions so that the Government does not lose 
any revenue as a result of the new customs tariff. Furthermore, 
quantitative import restrictions will be progressively eliminated 
starting in 1989. In particular, the Government will eliminate in 1989 
the import license and import authorization, and ease the requirements 
to obtain the importer/exporter card, which will be abolished in 1990. 
Throughout the period under consideration, the Government will implement 
a flexible exchange rate policy that, together with appropriate demand 
management pol icies, will help achieve the medium-term objectives for 
the balance of payments. The exchange rate policy will aim at 
stimulating both traditional and nontraditional exports and contribute 
to import substitution, by promoting the use of domestic resources and 
improving the international competitiveness of domestic products. 

21. At the end of 1988 Mauritania’s outstanding external debt reached a 
level equivalent to 187 percent of gross domestic product; this high 
level of indebtedness threatens the Government’s growth objectives. 
Despite the measures adopted recently by the Government to contain any 
further debt accumulation, in particular through a reduction in the 
investment program, the cost of servicing the debt remains high because 
of inappropriate indebtedness and investment policies followed in the 
past. The support of the international community in the form of 
successive reschedulings has, in the short term, brought debt servicing 
down to a level more compatible with the resources of the country. 
Nonetheless, according to forecasts, debt service maturing in the period 
1989-91 may total about SDR 145 million annually on average, an amount 
equivalent to 37 percent of exports of goods and services. The 
Government is concerned by this burden and considers it necessary, as a 
matter of urgency, to examine with creditors various ways of relieving 
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its debt, including refinancing, debt conversion, negotiations to obtain 
more flexible terms for the outstanding debt, and cancellation of debt 
arising from official development assistance. 

22. To prevent debt service from becoming an excessive drain, the 
Government will not contract or guarantee any new nonconcessional 
borrowing in the 1 to 15-year maturity range except as part of 
rescheduling arrangements. Short-term trade credits are not included in 
this provision. In addition, the Government will ensure that commercial 
banks do not increase their short-term debt not related to external 
trade and that other private debt guaranteed by the Government is repaid 
on maturity. Furthermore, the Government will, in the medium term, 
endeavor to obtain external financing for its public investment in which 
the ratio of loans to grants and quasi-grants would be of the order of 1 
to 3. The Government is also implementing administrative measures 
which, thanks to improved centralization and computerization, will 
strengthen debt planning, monitoring and management, and avoid any 
recurrence of external payments arrears accumulation. 

82. Management of Public Resources and Reform of public Enterprises 

23. To strengthen its financial position in the medium term, the 
Government will continue to implement and strengthen a prudent expen- 
diture policy, to improve allocations for current and capital 
expenditure, and to pursue tax reform. In the period 1989-91, these 
measures should produce a further increase in the surplus of the 
Treasury, which will cover the sizable amortization of the 
nonreschedulable external debt arriving at maturity. At the same time, 
the Treasury’s operations surplus (excluding grants) should rise from 
2.4 percent in 1988 to 4.8 percent in 1991; regarding the consolidated 
budget, this would imply a reduction in the overall deficit from 6 per- 
cent of GDP in 1988 to 2.1 percent in 1991. 

24. The authorities will implement a far-reaching tax reform program in 
order to broaden the tax base in all sectors, including agriculture, to 
reduce exemptions, and to make the fiscal system more flexible and more 
equitable. These reforms, in addition to the new customs tariff that 
came into effect in January 1989, cover the tax on industrial and 
commercial profits (BIG), the expansion of the turnover tax (TCA), and 
the tax regime for the fishing and iron ore sectors. As regards the BIC 
and the TCA, the following reforms will be implemented in two stages 
over the period 1989-1990: (i) the deductibility of the minimum lump 
sum tax (IMF) from the BIC will be limited to 50 percent; (ii> the IMF 
will be set at a new rate and integrated into the TCA to become a wider- 
based tax on all sales transactions; (iii) the rates for domestic TCA 
and import TCA will be brought to the same level. To improve the tax 
base and collections, measures will be adopted to facilitate the 
taxation of income on a real rather than a presumptive basis. A list of 
the largest taxpayers having incurred arrears on direct and indirect 
taxes and customs duties payments will be drawn up. Treasury services 
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in charge of tax revenue collection will be strengthened as well as 
collection procedures, including the application of administrative 
constraint, so as to accelerate the collection of tax arrears during the 
period 1989-91. 

25. The tax system for the fishing and iron ore sectors will be 
reviewed in the light of the recommendations of the studies to be 
undertaken in 1989 with the support of the World Bank. Pending these 
recommendations, the Government has decided to accelerate the 
negotiations with the Korean authorities in order to avoid double 
taxation of the income earned in Mauritania by Korean sailors. The 
conclusion of these negotiations will allow the Government to tax 
foreign sailors’ incomes starting in 1990. In addition, tax-exempt 
imports of ship-chandlers will be reviewed in 1989 with a view to 
eliminating these by 1990. As for the iron ore sector, SNIM will pay 
all tax arrears due in connection with its withholdings of taxes from 
its employees’ wages along lines to be decided with the Government, and 
in such a way as to preserve their fiscal nature; from 1989 onward the 
company will also pay to the Treasury the amounts it deducts from its 
workers ’ salaries on account of this tax. 

26. A key element of the ongoing tax reform is the streamlining of the 
customs tariff and the elimination of import duty exemptions. The new 
tariff system will feature a more flexible structure, moderate uniform 
rates, and an average rate of effective protection that is compatible 
with the Government’s development policy. From 1989 onward, the import 
of petroleum products for use in foreign-financed projects will be 
subject to customs duty. At the same time, a study, to be completed by 
end-1989, will be undertaken to explore how this measure can be extended 
to other products where fraud is likely. All submissions with regard to 
government invitations to bid will include adequate provisions on 
payment of all relevant taxes. These measures will strengthen the tax 
base by helping reduce tax evasion and fraud. 

27. The Government will reduce rhe personnel component of current 
expenditure, and increase the funds allocated for materials and 
supplies, maintenance, and for essential investment. With World Bank 
assistance under an institutional development project, the Government is 
effecting administrative reform--concerning employment policy, size and 
age distribution, benefits (competitiveness, effects on motivation and 
productivity), and career streams and training. A study will be 
undertaken in 1989 to define the required measures and to outline a 
program for implementation of reforms. The rationalization of education 
expenditure, including remuneration and the various financial benefits 
enjoyed by education personnel, will be pursued with assistance from the 
World Bank. In this context, concrete measures will be taken to reduce 
the average cost of education, which is currently higher than elsewhere 
in the West African subregion. The Government will give priority to 
primary education, and to gearing the training of skilled workers to the 
needs of the economy. To this end, annual growth in recurrent 
expenditure between 1989 and 1993 in the higher education sector will be 
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limited, while scholarships at the secondary level, teacher training 
expenditure, and higher education expenditure will be maintained at the 
1987 levels, as agreed under the education project financed by the World 
Bank and the African Development Bank. 

28. In 1985, the Government began to review its public investment 
policy with assistance from the World Bank and the Fund. The new policy 
stresses the selection of financially viable projects that generate 
foreign currency. The public investment program (PIP) for the period 
1989-1991 is based on a careful selection of projects in consultation 
with the World Bank. The total amount of the investment program is 
estimated at UM 45 billion (SDR 407 million or 16 percent of GDP), 
compared with UM 47.5 billion for the 1985-1988 program. Spearheading 
the new program are projects essential to the maintenance of existing 
infrastructure and to strengthening production capacity. 

29. The PIP will be financed mainly by grants and concessional loans, 
which together will account for at least 60 percent of the program. New 
investment will account for 60 percent of the total. In line with 
government policy as set forth in earlier policy framework papers, agri- 
culture remains the priority sector and will account for 34 percent of 
the PIP; it is followed by infrastructure (25 percent), public health 
(5 percent 1, and national education (5 percent). Agricultural 
investment is focused mainly on land improvement in the Senegal River 
area where dams have been built. In carrying out the investment 
program, the authorities will give priority to improving the appraisal 
of new projects and monitoring the program so as to avoid the delays 
that occurred during implementation of the 1985-1988 investment 
program. The Government and the World Bank have agreed on a schedule 
for regular monitoring of the implementation of this investment program. 

30. The authorities have begun to restructure the public enterprise 
sector owing to its economic importance (25 percent of both GDP and 
employment in the formal sector), and the size of its investment 
program. This involves rehabilitating the main enterprises, privatizing 
nonstrategic units, and effecting some liquidations, in addition to the 
settlement of cross-debts both between the Government and the public 
enterprises, and between the public enterprises themselves. In 
addition, an important new development in government policy has been to 
allow private investors access to areas of activity previously reserved 
for state enterprises, so as to encourage competition and to put an end 
to monopolies. In a similar vein, it has been decided to encourage the 
private sector to participate in the capital of the new bank (BNM) 
resulting from the merger between the state-owned banks BIMA and SMB. 

31. The public enterprise rehabilitation program currently being 
carried out with World Bank assistance is mainly focused on the reform, 
financial rehabilitation, and management of three major enterprises. 
The SONELEC restructuring plan, which has greatly improved the company’s 
financial position, will continue with special emphasis on a further 
revision of the tariff schedule, further improvement in the management 
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of customer accounts, continuation of personnel reorganization, 
conversion of the Nouadhibou power plant to fuel oil, and construction 
of a new power plant in Nouakchott. The authorities will also 
undertake, with World Bank and donor country assistance, an in-depth 
reorganization of the management practices, accounting system, financial 
control, and technical facilities of the Postal and Telecommunications 
Office (OPT) and the Nouakchott Port Authority (friendship port, PANPA- 
ex EMN). 

32. The Government recognizes that the marketing and pricing system of 
products subject to the national import monopoly SONIMEX has resulted in 
import levels that are incompatible with the Government’s reserve 
objectives and inconsistent with estimated domestic consumption 
requirements. Consequently, the price of certain SONIMEX products will 
be raised in 1989 to bring them more in line with market conditions. In 
addition, consumption taxes will be increased on a product-by-product 
basis, to ensure that the monopoly rent accrues to the Central 
Government. 

33. Restructuring of the banking system is an essential element of the 
structural adjustment program. The keystone of the reform will be the 
rehabilitation of the National Bank of Mauritania (BNM), whose accounts 
have now been audited. The Government has decided to strengthen the 
bank’s operations and management; to this end the Government will sell 
approximately 30 percent of its capital to private Mauritanian partners 
and secure a foreign technical partner to take over its management. If 
a technical partner cannot be found, the Government will resort to 
requesting technical assistance or recruiting qualified foreign-managers 
to ensure competent management of the bank. The aim of the 
rehabilitation is to allow private sector (both local and foreign) to 
become majority shareholders. The Government has ensured that the new 
development bank (UBD) will be efficiently managed by concluding an 
agreement with a well-established foreign bank whereby the latter will 
provide UBD with four expatriate executive managers and all the 
necessary assistance to strengthen its organization and train its 
staff. The Government will also study the proposal of converting the 
UBD into a credit union or savings and loan association, which would be 
decentralized and would involve private capital participation, and which 
would act as a magnet for local savings and provide small loans to 
promote development. The central bank will conclude a management 
contract with each of the banks, outlining their capital requirements, 
management reorganization, and main financial and operational targets. 
Combined with enhanced central bank control, this should preclude the 
re-emergence of the difficulties experienced by the banking system. The 
new issues of treasury bills amounting to UM 3.5 billion, planned for 
1989 as part of the restructuring of the banking system, may result in a 
significant increase in government outlays in the next few years. In 
view of the Treasury’s limited resources, firmer measures will be taken 
from 1989 onward to speed up collection of most of the nonperforming 
loans and thus reduce government expenditure. 
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34. The reforms of the banking system will be supported by a prudent 
credit policy designed to keep the growth rate of the money supply 
compatible with the balance of payments and inflation targets. As in 
recent years, the Government will continue to refrain from seeking net 
financing from the banking system. Interest rate structures will 
continue to encourage an adequate mobilization of savings, and 
sufficient credit will be available to the private sector to support 
economic activity. The planned improvement in the price index to better 
reflect inflation will make it possible to introduce realistic interest 
rate policies, leading in particular to positive real rates on 
deposits. Finally, the Government intends to review banking policy with 
a view to improving financial intermediation. In addition to the level 
and structure of interest rates, the review will touch upon bank 
margins, the rediscount policy, the possibility of establishing a money 
market, and the provision of further incentives to increasing domestic 
savings and development financing. 

B4. Development of Human Resources 

35. The Mauritanian people have only limited access to basic social 
services such as primary education and protective health care. The 
Government is currently examining its strategy for human resource 
development, an area it believes should be given priority in the next 
development plan (1989-91). The trend of the major social indicators, 
such as literacy, infant mortality, and nutritional balance should be 
improved through better use of public resources and increased 
participation of the community in the development effort, particularly 
through improved application of Food for Work programs and the promotion 
of private services. The lack of budgetary appropriations remains a 
major constraint. As part of the reorganization of government finance, 
the relative share of current expenditure (excluding interest payment) 
allocated for health services should increase from 7.6 percent to 
10 percent by 1991 in order to increase purchases of medicine and other 
products without which existing staff and equipment will remain under- 
utilized. More fundamentally, the delivery system for health services 
should be reorganized in order to strengthen basic health care services 
(such as maternal and child health protection, immunization, and 
nutrition). To assist the authorities in preparing a consistent 
strategy for the public health health sector, the World Bank and the 
African Development Bank have begun discussions with the responsible 
officials to define an initial public health project as quickly as 
possible. 

36. The Government has introduced an education policy designed to 
strengthen primary education and improve the quality and relevance of 
technical training. It should also be possible to increase the budget 
appropriations earmarked for primary education by 9 percent per year in 
order to raise enrollment at the primary level while keeping overall 
costs under control, in part by freezing scholarships at their 1987 
level. Measures designed to improve expenditure allocation include the 
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reassignment of some teaching staff, stabilization of scholarship 
outlays for secondary and higher education, school construction self- 
financed by local governments, and measures promoting the development of 
private education. Moreover, technical and vocational training will be 
improved and diversified to provide the qualifications required in 
expanding sectors of the economy. To assist the authorities in 
preparing and realizing this policy, the World Bank and the African 
Development Bank have prepared a project for restructuring education, 
the implementation of which should start in 1989. 

IV. Social Aspect of the Program 

37. The adjustment program requires sacrifices from the Mauritanian 
people. In particular, higher prices and tariffs for currently 
subsidized public services, will have an impact on the purchasing power 
of the population, while budget austerity and public sector reforms are 
adversely affecting employment in this sector. These negative aspects 
of the adjustment process are nevertheless cushioned, for example, by 
measures designed to further a more equitab!e distribution of income, 
and by new employment opportunities now being promoted by the adjustment 
programs in the agriculture, fishing and small business sectors. The 
first measures intended to improve the distribution of income were 
substantial increases in agricultural producer prices. They are to be 
followed by a tax reform that will strengthen income taxes at the 
expense of indirect taxes and duties. Steps to promote employment 
include measures aimed at facilitating the transfer of displaced public 
sector workers in the agriculture sector, where an untapped development 
potential exists. Moreover, new credit facilities will be introduced to 
encourage the establishment of small businesses by young tradesmen and 
former public employees, particularly under the FIRVA, an employment and 
re-employment fund, which is now financing projects under its second 
program supported by the World Bank. The development of small-scale 
fishing operations will also create employment opportunities. Food aid 
policy will remain one of the main safeguards for the most vulnerable 
segments of the Mauritanian population; the Food for Work programs will 
enable more of the disadvantaged to participate in the development 
process. In allocating public resources, the authorities will give 
priority to providing basic social services to a larger proportion of 
the population and to making the investments in human resources that are 
essential for sustainable growth. 

38. Concern with alleviating the social cost of the adjustment program 
for the disadvantaged social strata and with eliminating pockets of 
extreme poverty and structural inadequacies in the coverage of basic 
needs, has prompted the Government to introduce an action program 
designed in particular to: (i) enhance data collection and analysis 
using the ongoing household survey, which began in December 1987; (ii> 
improve evaluation of the country’s social situation (an initial report 
is scheduled for June 1989); and (iii) select priority projects. The 
program concerning the social aspect of adjustment will provide 
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assistance for a four-year period. The Government has prepared a 
priority action program that centers on the expansion of the informal 
sector (reform of FTRVA activities) and strengthening of the economic 
role to be played by the recently elected municipal governments, as well 
as on urgent measures in the health sector. 

V. Q uestions Pertaining to the Environment and Regional Cooperation 

39. Aware of the environmental problems often accompanying the economic 
development process, especially in a country like Mauritania where 
growth is strongly dependent on natural resources, the Government is 
preparing a coherent program spanning a range of issues such as the 
management of renewable and nonrenewable resources, population growth, 
public health, desertification, and deforestation. Moreover, the 
Government has allocated 3.2 percent of GDP to strengthen action to cope 
with these problems over the 1989-91 period. 

40. In addition, with the assistance of the World Bank, United Nations 
agencies and other donors, the Government is preparing and implementing 
policies to address agricultural problems through appropriate measures 
of cost recovery, land reform, and provision of technical assistance to 
farmers to improve the distribution of fertilizers. Furthermore, to 
prevent deforestation, the population is being encouraged to replace 
wood by kerosene or gas as energy sources. In the fisheries sector, 
preventive measures are being taken against overfishing and destruction 
of major hatchery areas. 

41. The Government is aware that the achievement of these objectives 
hinges on cooperation and coordination with the countries of the 
region. In this connection, the Government is working closely with 
Senegal and Mali through the Organization for the Development of the 
Senegal River (OMVS) to develop the right bank of the Senegal River and 
is carrying out a fisheries management project with Guinea-Bissau, Cape 
Verde, The Gambia and Senegal. Mauritania has recently signed a 
framework agreement with Algeria, Morocco, Tunisia, and Libya to 
establish the Arab Maghreb Union, which will strengthen cooperation and 
integration of these countries. 

VI. External Financing Needs 

42. Implementing structural policies and carrying out the above- 
mentioned financial policies should help strengthen Mauritania’s 
external payments position in the medium term. The reform of the 
incentive system and of the institutional framework should promote the 
gradual growth of nontraditional exports from Mauritania in the medium 
term. Maintaining a flexible exchange rate policy should continue to 
stimulate adequately exports and effective import substitution. It 
therefore seems possible to reach the medium-term target set forth in 
the preceding policy framework paper, that is near equilibrium of the 
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current account balance of payments (3.4 percent of GDP) by 1991. 
Excluding official transfers, the deficit would decline from 21.6 per- 
cent of GDP in 1987 to about 9.8 percent in 1991. 

43. The Government confirms that external assistance in the amount of 
about US$352 million (approximately SDR 262 million) has already been 
secured for the public investment program. A consultative group 
scheduled to meet in 1989 will examine the investment program, the 
financing of which will require additional external assistance estimated 
by the Government at US$204 million (about SDR 150 million). Taking 
into account previously approved operations and potential new 
commitments, World Bank disbursements during the period 1989-1991 could 
amount to SDR 15.2 million for project lending and to SDR 61.5 million 
for adjustment lending. It is estimated, however, that SDR 322 million 
will be necessary to meet amortization payments falling due (including 
repurchases from the Fund). The need to increase gross international 
reserve levels to two months of imports continues to be an important 
target. As a result, despite the anticipated improvement in the current 
account, financing gaps will still remain and they should be reduced 
from SDR 33 million in 1990 to SDR 23 million in 1992. These financing 
gaps could be partly covered by possible additional disbursements under 
the Special Assistance Program (including structural adjustment credits 
from the World Bank) and the structural adjustment program of the 
African Development Bank. The Government also expects that, as one of 
the least developed countries, Mauritania will receive exceptional 
assistance, including debt forgiveness of official development 
assistance, to meet its need for residual financing. 

44. Under present conditions, a rescheduling of external debt service 
though 1991 will probably be necessary. In the context of these 
reschedulings the Government will ensure that the various creditors are 
treated without discrimination. Given the size of the external current 
account deficits and the charges for previous reschedulings, Mauritania 
may need to resort to exceptional financial assistance until 1991. 
However, Mauritania is not planning to request new rescheduling 
operations after 1991 as it expects to be able to count on assistance 
from its official bilateral, and multilateral creditors, particularly in 
the form of concessional program loans, to ensure and maintain a viable 
external position. 
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Table 1. Mauritania: Key Econanic and Financial Indicators, 1985-91 

I985 1986 1987 I988 1989 1990 I.991 
Projections 

1989-91 

(Ann& percentage change 
unless otherwise indicates) 

CDP at constant prices 
Private consumption per capita 
Exports of goods and non factor services 
Imports of goods and non factor services 
Debt service (millions of US$) 
current accalnt (millions of Us$) 
Current accamt (excluding official 

2.9 5.4 
1.2 -0.8 

21.6 12.5 
-0.1 6.0 

114.4 186.6 
-102.4 -114.5 

transfers) (millions of US$) -187.4 -189.9 

QIP deflator 15.4 7.9 
&msumx price index IJ 13.6 7.9 

Gross domestic investment 
Domestic savings 
Naticllx31 savings 
Public fnvesbnents 
PuUic savings 
Private investmnt 
Private savings 
Ratio of public to private investrnent2/ 

Total revenue and grants 
Of which: hadgetary revenue 

Total expenditure and net lending 
Of &hick current expemliture 

Overall deficit (-) or surplus (+) 
of consolld?Ited budget 

Exports of goods and non factor services 
Imports of goods and mn factor services 
Current account (excluding 

official transfers) 
Debt service 
Debt service ratio 21 
Real effective excG& rate 

(19&I = lm) 21 

2.8 2.5 3.2 3.6 
3.0 2.0 -0.4 0.4 

a.7 9.9 7.3 5.1 
0.3 4.8 1.6 4.2 

199.9 268.8 207.3 185.9 
-1m.2 -6.7 -44.2 -47.2 

-202.1 -177.9 -142.8 -l33.1 

7.3 6.6 6.8 5.6 
8.2 6.3 7.2 5.5 

(As a percenta& of GOP) 

3.7 3.5 
0.5 0.2 
6.1 6.2 
3.9 3.3 

203.1 198.7 
-41.5 -44.3 

-114.7 -l30.2 

4.4 5.6 
4.0 5.6 

24.0 22.5 21.3 17.7 15.6 16.1 I.5.8 15.8 
8.4 Il.7 Il.1 ID.0 lo.9 12.1 13.2 12.1 

-2.2 - -0.3 - 2.0 4.0 6.0 4.1 
22.7 18.9 18.2 13.9 Il.2 12.3 11.6 11.7 

8.1 9.5 W.8 10.2 9.5 10.0 ID.7 10.1 
1.2 3.7 3.2 3.9 4.3 3.7 4.2 3.6 
0.3 2.2 0.2 -0.2 1.4 2.0 2.5 2.0 

18.2 5.2 5.7 3.6 2.6 3.3 2.7 3.3 

29.6 29.2 31.9 35.7 31.9 30.5 29.1 30.4 
22.3 21.8 22.8 22.1 23.9 23.5 23.6 23.6 
34.0 31.7 33.8 33.3 36.9 30.5 27.6 31.4 
22.4 23.4 22.5 22.0 21.5 20.2 19.3 20.2 

-4.5 -2.5 -1.8 2.3 -5.1 - 1.5 -1.0 

58.1 55.4 49.5 50.8 51.9 52.1 52.2 52.1 
73.6 66.2 59.8 58.6 56.6 56.4 55.3 56.1 

-26.2 -22.5 -21.6 -17.8 -l3.6 -12.1 -9.8 -11.8 
16 .O 22.1 21.4 26.8 19.7 16.9 17.4 17.9 
27.6 40.0 43.1 52.8 37.9 32.4 33.3 34.4 

109.6 99.7 94.6 86.6 . . . . . . . . . . . . 

L/ Based in part on Fund staff estimates. 
2/ Expressed as a mltiple of private investnent. 
?i In percent of export of goods and nonfactor services. 
z/ Nmlnal effectiw exchange rate calculated b Fund staff and ad&ted b the officlal price index. 
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Table 2. kuritania: External Pinaaci~ ~equiranents, J l984-93 

(In nd~ous of !ms) 

1984 1985 1987 I989 l990 1991 1992 I993 
Est. Est. projections 

Requirenuznts 331.9 403.8 296.3 298.7 297.6 245.9 216.5 215.0 204.7 203.7 

Current account deficit 
(excluding transfers) 

Debt service dw (principal) 
Increase in gross official reserves 
IMF repurchases 
Arrears repayments 
Other capital mtflws 

Resources 

conlnitted official grants 
cclmlitted lIrxfiun-, long-term 

loans 
Direct investment 
Decrease in gross official reserves 
Use of Fund resames 
Exceptional assistance 
Arrears 
Other capital inflows 

Financing gjq 

Expected additional grants 
Expected additional loans 

Residual financing &3p 

248.7 184.7 
69.4 62.0 

- - 

9.0 12.3 
- m.2 

4.8 49.6 

331.9 

97.5 

D8.7 IS.8 
5.2 4.3 

32.2 24.4 
- 9.6 

29.3 159.0 
41.7 - 

17.2 11.8 

- 

- 
- 

4.1 

- 
- 

-0.1 - 

408.7 

83.7 

161.8 156.3 
100.4 95.9 

0.4 10.9 
12.3 4.9 

- - 

21.4 30.7 

296.3 298.7 

64.3 71.1 

95.7 103.8 
1.8 2.0 
- - 

18.5 18.9 
73.6 60.2 

- 8.8 
42.5 33.9 

- 

- 
- 

- 

- 

- 
- 

- 

132.4 105.2 
149.8 l/ 103.6 - 

- 0.8 
3.5 7.4 
- 18.7 

11.9 10.3 

297.6 159.3 

127.4 lj 72.6 - 

71.1 74.6 
1.4 1.5 
9.6 - 
4.0 - 

29.3 - 
9.8 - 

44.9 10.5 

- -86.6 

- - 
- - 

- -86.6 -32.5 -35-2 -23.1 -16 .O 

97.2 83.8 74.9 70.3 
88.8 KU.2 98.2 93.5 
10.0 12.0 16.0 16.0 
11.2 9.6 5.9 5.9 

- - - - 

9.4 8.4 9.7 17.9 

127.4 85.0 54.7 34.9 

40.6 21.7 12.4 5.9 

62.9 
1.7 
- 
- 
- 
- 

22.3 

43.3 
1.8 

- 
- 
- 

l8.1 

24.2 lo.9 
2.0 2.3 

- - 
- - 
- - 
- - 

16.0 15.8 

-89.1 -l.B.O -150.0 -168.8 

22.2 31.7 43.1 53.5 
34.4 63.1 83.8 99.3 

SOIXCS: Based on data provided by the Mauritanian authorities; amd estimates of k-k/Fund staffs. 

L, Taking into account the debt cancellation by the Govxnment of the Federal Republic of ksmny. 
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mlicy Area and Related Acticns already taken mte Actims to te taken Dates 
objxtiv2s 

1. Agricultural mucy 
a. Ridrg and mtketirtg 

Sttitial of efficient 
prcductial of local 
cereals. lilrgc role QE the 
private sector in the 

mrket.tng of cereals. 

b. %nqqmnt of Food Aid 

ConEhthe~cyin 
its otiglml hmctica of last 
resort food dlstrilutor in 
period of oatimal 
CalEmlttes; d to help 
fanrem in isolated areas to 
sell their pruduction. 

C. Use of Food Aid 

d. Agricultural credit 

e. Irrigation 

Extension of arable and 
irrigaed lends. 

2. othsr sectora policies 
8. atry 

To mcaxage private 
(dormtic and foreign) 
invesbpent in l.dmtry, 
especially lqort- 
sldx3titution activities. 

b. FiShXiSS 

Resttucturatim of 
in&arid cm shore based 
activity arKi &wAqment of 
artisaM1 fishing activity. 
Increased MluS added of the 
sector as l.elL as go--t 
revenres . St-then 
sur\aillance and training. 

C. ~w 

To pramte efficient UYZ 
of energy and encourage 
pri”6t.Z i”VZBbnent. 

stucly of pricir\g and rmrketirqj 
systems * 
llefom of pridng mcanisl6. l 

Reform of mrketing with largr 
role for the private sector l 

Inp- @=ms-nt, Prw=d% 
ad Mga capdty. l 

Sale of the rice mills, the tnrk 
fleet, and the v&i& repair 
facilities. 

Establishrent of a Camon Fund to 
caordinate food aid sales. l 

undt al free food distrihltion 
and increase Eoal aid used for 
Ewd-forsark proSram: 

Preparation oE a develqxmt plm 
for the Senegal Valley (lst 
Ph-d. * 

Enscbrent d a new imesment octolF2r 1988 Sfmgtheni~ of illvesmnt 1989 
code, ner proce&ues for amlulttee. Inpl~ntaticsl of “C3 
imsmnt approval. l code. l 

Definiticm of al action progrm 
usslng stdies finanud by Kwlt 
FUtld. 
Streogthming of land-based 
t3lJnetllance. * 
Iwesbtent ad trahlllg progTm¶ 
for the sector. * 

Enact * rreu systw of electricity 
&SKI mter tariffs. * 

1987 Further pridq~ a-d wrketlr\g 1988-91 
reform in the W&3/89, 1989190 

October 1988 ami l9’x)/91 crq, 8e;L9yIs. l l/ - 
October 1988 

1981 

Mardi 1989 

1986 

1987-88 

Further iqr-nts in 
mmgment , progrmd g and 
b.xigt@ capability. g 

1989-91 

Further strengthming of food for 
wxk program. 1 

1989-90 

Increase food aid sales prtces; 
Increase tilesale and reduce 
retall food Sales ky CSA. 

1989-91 

Establishmnt of an agricultural 
credit system Eollcwing the 
bzukirrg sexclc reform. * 

1989-90 

April 1988 PTepmtlm of a wster plan. 
Dmxs sectoral n??eting. 

19w89 

June 1988 Imr&tlm of ne, tariff 19t39-91 
system. l 

EstablIshme of a m eneqzy 
l3m-L~ per pbnt for 
electricwy prc&ctial in 
NlxdllbQu. 

(*I t.t?a.sures addressed m&r Lladc Operations, including SAla, SEX.Xa and projects. 
1/ TO be rmde mre specific in dtatim with IBRD. 
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l4uritaia: Mky bhtrix end tile&r of @hntatim of kaaures Under ths Govz~nt Progrm (cmtirusd) 

M.icy 1(3ea and Rdatsd Actian lthndy tlhn Ike Actlam to be t.9kal Dates 
objaetitw 

3. Public enterprises 

Ratiooaliza JpverNmt’e 
pxtfolio. 
I- effidcnq of public 
anterprfas sector. Iepmve 
II-c alvi-ot 
llffecting public mterprissr. 
klkfinitim of leg@1 
institutim frmromrk. 
(Iap~~ofNlkctnnd 
hminms c2alaK6tim of 
ptblic enterprieea]. lb&a 
public amap* aectoc 
perforNnm thmgh Dldected 
indicators. Amly0i.B of 
petterm of iem affstig 
paa -w. 

4. B&d ng EystEu reetructuring 
a. Inproment in 

To eneurs e sad 
finandd end bsnking sector. 

b. Narprfondg credits 

#sslpes ad pcocedms Establialmmt d agrwmmts ami 
to accelerate oollectim of ezduxhle arrstlgefflts with each 

credits in arrears. bark. 

5. Rid * polidas 

Establish a mre Eladble 
pt-lcir@ systep to ensum a 
wre efficient allocation of 
msanxes. 

- F.Llmlnstim of the system of 
fixed mrgin for locally 
oalufacturd psis. 
- kdtztim of the tir of 
item subject to price controls 
Ercm ll to 9. 

RNtructur~tim of m l . 
tits of tha urban tmnlpxtetim 
ad comtructim e. * 
Llqiddatim of the drq 
di.Ytritutim c!apaly. l 

RainEorccNnt of tha finNci.¶l ad 

rmlPgsPant capnbilitiad of postal, 
mhtlrg ud h&or caqmnier. 
Liberallzatim of the ptroleln 
mector, dw distribution and 
urban tmNpartatlm mactom. l 

tkgr d hdo govmm2nt banks 
BIM, m (ner Mi). l 

Strqthsntrrg d mmgment of LKQ 
ths gpus-t bank resulting RN 
Irrger of a mltipm- 
poee/dsw21-t bank (BNIE) and a 
devc~nt imtitutim @??I). l 

enacnrnt of ner benltlng la4 and 

prudential tar&i% ratios. l 

stmngthmillg of the central bmdt 

Buperviaim role ard snactwnt of 
a nea accomting plan. + 
*leNnt.¶tim OE cmtmt-pl- in 
ths prhty badr.9. 
t3pmbq~ of 30 percent of N’s 
capital to pri\wte Imul-itMian 
ShreholdetB. 

19874 

l987-BB 

19874 

l!387+8 

carludc contrrct-prcgm with 
s3a0zEl!dsKlT.* 
Or@q rrhabiIftatim of the 
Postal larvicc and Putt Authority 
to bc cclplcted in 2989. 
mfinftim of dditional pu!Jlic 
enterpdsea to be rehabilitated, 
in partiarlar the 91(p. 
Iq&mmtaticm of rehabil.itetims, 
privatiutim and liquidation 
tmawra, for served public 
mterprfsea. 
lJ+enL¶tim of rs-ndatiom 
cmccrni~ ladgets, sal.¶rics, 
t minis md l-kms@mnt 
Inforrmtfm System. Periodic 
rqmr 0 prblic enterprises 
insues. Proposals to Gow.rmmt 

for lfqm7.l~ ecmmdc 
Cnvlrol-nNt. 
AN~nts d decree gcnemL% 

hblic Fnterprise Ssctor as 

aprcpriatc. 
!3ettlmmt of crcsdebte. 

1989-90 

l989-91 

1989-91 

1989-90 

Jme 1989 

oscmbzr W89 

w89 

I389 

July 1988 

1988 

April 1989 

April 1989 

1986-68 

1987 

ls88 

Selection of foreign private 
prtrus for Et-l. 

kurh 1989 

corrsol.idatim OE flnarcial Hay m9 
strwtum of Sill and BUM. 
IJlgeaenL¶tial of recmndati.mm June 1989 
pdeLy~forUBD(cmcerning 
r=xktion of staEE). 

Ccqletim of BceT and Rice thy 1989 
WaterhNse aldfts. 
Establish@nt of tvinnirg arange Juns 1983 
ments vith s wdl establlshsd 
fon?fp hrk or technical 
assistance or rectufmnt of 
foreign eqerts for LU+i. 

St&y of priwtizatim of Iw). 

&asures to inpmw dkctim of 
credtt In arrerlrs nccordig vlth 
quarterly s&s&k. 

198wo 

Further redwtlm in the nmber of 1989 

ltem3 sub&t to price 
hamlqyttcn frm 9 to 3. 
Be.+.Ktim lq 213 of the NT&r of 1989 
itistrial and cmmrcial inpDrted 
iteas mbjd to the fi& mrgin 
system. 
Prqsratim of a list of Lters Jure l9989 
SubJcct to price control and of 8 
Iibemtith sctile for 
1990-91. 
Abolishvmt of the fixed margin 
system. 

1990 

Adaptation of SNIMX prices to 1989-91 
wrket cmditions 
Il+m?ntat km of remme& t lms September 1989 

for inpoving (PI. 
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t4aurita”ia: Pollq Elatrlx ami Calendar OE I@emmtation of kasures Under the Cownment Program (cant Imed) 

policy Area and Belated 
objectiw2s 

Actions shady taken mte hxlm to be take” mtt3 

6. public sector mnagntznt 
a. Public imesbusne 

b. civu servfoe reform 

To inprm efficiency of 
the civil sel-vke ad to 
tfghtm cmtrol Over 
persamsl expmdfture. 

Prepar*tlm snd mmltorlng of Nownber 1987 
imesmmt and conwliQted 
Mgt. Settillg of anrual tar&t 
for increase in eqnditures in 
tlw Health ami RDad sectors. 
Ptodwtim of a 3year in\Rsowt Febnmy l989. 
plan for 198941 t&g into 
Exxont Mgetary and mP 
objectives. 

*rove dvil service wnagmmt.* July 1988 
katructurig of Ministry of b-J= 
Fi-andkarOqr.* 
FMabliahsmt of s cmsultative September 1987 
camdttee for fublic 
edmldstrativa reform. * 

Preparation of a threeyear 
“rolling irwstsmt program” for 
198841 t&g lnta *ccamt 

available resmrces, exteml 
flnancig wd fiscal poltcks 
objectives. * 
Preparatim of yldeLines ard 
parameters to be used in pro+3 
appraisal. * 
Reinfom sector*1 mits and 
redefine their relatimship with 
plamirlg directorate (Ministry of 
Finance). l 

Further inpr-nts in personnel 
!mnagele”t and reduce share of 
wags MU in total axrent 

expenditure. 

Reviw of slzze of civil service, 
civil servant cmqmkaation, career 
training p~lkfes. 
&lit of payToll. 

19d9-91 

Decenber l989 

Jlne 1989 

1989 (Study) 

19w-91 (iqllenentatial of 
reform) 

Deer w89 

7. PM plicy 
a. Eqw.n.liture control 

Rise in wq#z bill St~hsniq of ezqmdihlre Nowater I.987 Stabllizatim of wages a-d 1989 
llmited to expected rate of m1tmls. personnsl recruitmnt takig into 

inElation. Ft-SQl?d”S# I&de imesbTe”t eJfperdltums to tbbehx 1987 *ccumt civil senrice rscancies 
recruimmt. amltmmta of grants, and &IZ to retirerent or reaigmticms. 

Stabilizatim of c-tonal .lca”s and to Cost mntaimmt masure in 198+91 

mansEera and subsidies available fi8cal revenues. dratim in collatoraticm with 
World Bsk 
Strergthmi~ overall expenditure 1989-91 
im”itol-ing prcceties. 
BatimaLlzatim of exqenditures 1968-m 
awl revem of local authorities 
ad of amnmula agencies. 
Focus m road ad o&r essential W8HC 
imfrastmcture m3intenanc-e. l 
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BB&ctlon of Urlff auqdom ul 19874l3 Tariff agptlons accordh~ with 
irpltr for damatic in&my. ehc InKaeQnt (Me ad reduction 
study al tariff l tNchJce. Auaatm of am3lption for foreignfinalrad 
IntFodrt1ul d Im4 ODtam Urlff 1989 projscts. 
with tlm 1989 Fi- lu. L?fons of olrrmt aystm of 

tumoKC tB1 and tax al tasabsss 
profiu. Ilqmmentr in ta 

#Mniatntial ad adkct1on. 
stdy ul fishing al-d dn.trg 

UlTation. 
Iqdmmtaticm of Tamtim l tuly 
-t1on. 
Speedup-rydfiscal 
arrmrs. 
LtabUshnt of a list of 
tapayers in arrears. 

SC~hming of ths RMRlc 

offla (TTeasury). 
Mgtiration d m. 

5opeccentofwcanbsde~ 
frm BIC, imtaal of 100 ~WX.IX 
Tmmformtim of IMPm into 
gearal MTwJer tax. 
Befocm I@m?ntation. 
Inprcxwnt ln the aditiq of tile 
sccamta 04 enterprises to broaden 

BIC tax taae. 
Payrents to Covemmt of llS b, 
sm’s e@3yees. 
Tamtim d tipchandlers. 
Tawtial of salaries of focQ.i.gn 
milom 

1989 

Deoenber I989 

1989 

1990 

19-1 

De.9 

1989 

1989-91 

1989-91 

1989 

ma) 1989 

I990 
198y-91 

1989 

1990 

C. anwltdated Bmmt 

cmtaifnantofthc 

deficit al a ccadblmt 

b4aat.e. to bc fid ally ty 
ree(1pccB m w!q- 
.2Qxasaianl tern. 

local althorlty 
-m 

a. lbnctsry ad credit Idicy 

rkfinition of credit pJl.ici.ea 
to mppxt pruktive 
sexors. kbnemy pdicim 
willdmtocondn 
infL¶tion. 
savi~ mtdldzatial ad 
mfntenwa of pcelClte laal 
intereat rates. 

Iaprouad preparation ad Uowaber 1987 Anrual targets for 1989-91 to be lkmnbr 1989 
mlkOri~ d d -U&ted agreed with thz World Bark ani the 
tad@. * IMF. 

sttdy 111 local authority 
firurine. 

1988 I+smtaticm of the Uorld Bar* Decmter 1989 
RooarwQLia. 

St* a7 mu interest rate 
stmlre 

Juu 1988 Ilq1cim3xation of ner interest April 89 
rate stmcture. 
LIteral~tIm of interest rates. Jarwry 1990 
Cootime pdent pA.ldes and 1989-91 

maintain flexible interest rate 

POW* 
Plxsures to mbll.Lze eaviws. 
Settig of a.m.~31 targets for 
mrq ad credit. Further 

reaaures to mbtlia satin of 
workers’ abroad will be adopted. 
LelmchIg of stwly On mney 
mrket. 

l987-91 
1989-91 

Septwter 1983 



Policy Area &UK! Related 
Objectives 

Act1m alredy taken mte ktions to k taken mres 

ltedoc t im of the aIrrent 
accaxlt Qflcit ircluiing 
official trHIsfers to beLo4 
4 peroent of CDP b 1991. 
CTaual irrxease of ezuernal 
lEWXW.9. 

b. EFchsrlg r*te 

To pranxe efficient 
resapce a11ocattal and to 
wincain adequate cmpetlti- 
\reness of the eqxxts and 
luprts-substltutlal SeCtora. 

d. Exremal d&t lmnagewt 

Inprow external debt 
lltmagmt to awid &lays in 
external dek paynent. 

AnnA targets. 

Flexible exchaqe rate ard 
amtaiwnt of d-tic daand. 

w&E3 

Uo recmrse to nonc~cessiona1 
LDrroving. Umlt In the use of 
cmionsl brrculrg. 

198fsa 

Creatlm of a directorate at the August w&3 
tUnistry of Finances In &rge of 

extend debt waagewnt. l 

Establklwnt of a &lx dtorlng rec. 1988 
camd ttee. 

e. Trade likralization 

Elindnation of 
inprt/eqmt card and 
el.indnatial of inport 
Lloencing. 

1987-88 

Integratiq pqJl¶t10n 0rganl23t1cm of nat1ooal seminars 19&3 
issus in mcro ad sectoral (II populatlcm and de7eIopcent. 
strategies, ad lkfinithl of Nattmal p3pulatlcxl cenws. thy WEa 
a Mtid faaily pLaMig OrgnIzatlco of Mtlwal sadIMrs LW7 

P’ogram* 0” fatly plannil& 

W89-91 

cm@ete eLlndnatlcvl of IqwYt 
Licences ad easlq of the 
rqdmrents tar obtalnfng 
iqxterhxpxter card. 
Abolish Iqxxter/eqxxter card. 

1989 

w9n 

1939-91 
L9d 7 

lWQ-91 
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EtaUritanLa: Fbky Nxrix ad Calm&r of Iqlmentatlcm of Mas~res Under the Gxerrrmnt Program (conch&d) 

PC&q Are.3 ard Related 
Objecti\res 

Prtiom already taken mte Actlom to k taken Date5 

Il. lkalth 

strewthenlr\g plmllg 
axi orgmizatim of health 
services. 

camunity p3rtlcipatiml 
in flmndr$ health services. 

C. FArat1m 
camanity partidpticm 

in flmw.irlg eduxtion. 
Flducatial reform. 

Improw the asees(nent 
of the social consq- of 
ad)lsmmt uennures. 

Prioricy acticm to 
alleviate poverty. 

Increase rmen’s 

pxticip3tial in de~lqment 
program. 

Pramte mployrent 
opportmitles and provide a 
mre equitable distrihrtim. 

startiq of education reform. 

Permanent National mutild 
mqr. 
Natimm1 seminar al unml in 
Lkwbpmt. 
Establistmmt of the TIRVA” 
pWgC0U. 
Follm up -FUNA” operations. 

Technical asslsm~~e to ti 
ktldstry of Health. * 
Stre~thenlrlg of f&ional Health 
offices. * 
Lkve*nt of cnst recovety 
neasurea. l 

* August wf!a - 9 percent Increase In 
MgeLary allocation to 
prirmty cycle. l 

- No increase In enrollmnt 
fran its 1987 leuzl fx first 
grade of secmixy educatfm. 
l 

- tbnmnlzatial of LA&S ard 
frlng kwflts for the staff 
of the muratIon sectm 
with111 the fr-rk of the 
adldnistratlve reform 
(see b(b)). 

- RoUrg Fmds for promtlng 
tcdc.5. * 

- Decentrallwtlm of 
cxmstnKtton and mllntrllarre 
to mnic1puties. 

- Strengtknl~ of the 
fishertes tralnirg center. l 

- cn?atim of @a “a4 technical 
schcols. l 

1987 

1986 

1986 

1986-M 

CQntlNe the petlmnent hasehold 
Survey. 
Cesign of prcg~as In health, 
mall enterprises, labr lntersive 
uxks. 
ImplaI?nt r!?camendations of 
llat10%31 smdlx3r. 
Fur&r strengthening of the FIfWA 

Pw3=m. 

1969 

1969-91 

1989-91 

1989-91 

1989-91 

19l39 

1989-Q 

1989-9 1 

1989-91 




