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MAURITANIA

1. 1/71 Mr. McNamara's Impressions of Mauritania

1/20/71 President Moktar Ould Daddah -- courtesy call
(Nouakchott)

11 Taki Ould Sidy, Director of Protocol, Ministry of Foreign Affairs

if Reda Kochman, Office of the President

1/21/71 President Moktar Ould Daddah -- private luncheon
(Nouakchott)

2. to Working Meeting:
Dr. Toure Mamadou, Minister of Planning and Rural Development
Abdallahi Ould Daddah, Minister of Equipment
Moktar Ould Haiba, Minister of Finance

Staffs of each Minister

1/21/71 Souleymane Ould Cheikh Sidya, head Government representative
(Boutilimit)

Others met:

Hamdi Ould Mouknass, Minister for Foreign Affairs
Marouf Ould Cheikh Abdallahi, Minister of Defense
Maloum Ould Braham, Minister of Justice
Abdal Azziz Sall, Minister of Interior
Mohamed Salem Ould M'Khayttiratt, Minister of Fishing
Sidi Mohamed Diagana, Minister of Industrialization and Mining
Mohamed Abdallahi Ould Kharchi, Minister of Education
Ahmad Ben Amar, Minister of Health and Labor
Youssouf Keita, President of the National Assembly
Johannes Hennet, UNDP Resident Representative
Robert A. Stein, U.S. ChargA
Paul Leroy-Beaulieu (French), President of MIFERMA
Jean Audibert (French), Director General of MIFERMA
Mohammed Ba, President of SOMIMA
Kenneth E. McKay, General Manager of SOMIMA

3. 3/29/71 M. Jean Audibert, Director General of MIFERMA

4. 9/28/71 President Moktar Ould Daddah (with delegation from Organization
of African Unity)

Hamdi Ould Mouknass, Minister of Foreign Affairs

& 0 o, ,-) 9 C_
5. 5/24/72 Ambassador El Hassen

A
6. 3/7/73 Diaramouna Soumar6, Minister of Finance and Trade
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7. 1/17/75 Sidi Ould Chiekh Abdallahi, Minister of Planning and Industrial
Development

Ambassador Ould Abdallah
Mr. Razafindrabe, Bank ED
Mr. Kpognon, Alternate ED

6/12-13/75 Sidi Ould Cheikh Abdallahi, Minister of Planning and Industrial
(Paris-Dev. Development

Cte.)

7/22/76 Mohamed Nassim Kochman, Ambassador to the U. S.

2/7/77 lichamed Nassim Kochman, Ambassador to the U. S.

8/9/77 Mohamed Nassim Kochman, Ambassador to the U. S.

9/9/77 Mohamed Nassim Kochman, Ambassador to the U.S.

11/17/77 Mohamed Nassim Kochman, Ambassador to the U.S.

5/1/78 Mohamed Nassim Kochman, Ambassador to the U.S.

5/10/78 Mohamed Nassim Kochman, Ambassador to the U.S.

7/20/78 Mohamed Nassim Kochman, Ambassador to the U.S.

7/27/78 Mohamed Nassim Kochman, Ambassador to the U.S.

6/20/80 Mohamed Nassim Kochman, former ED
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INJERNATIONAL FINANCE
ASSOCIAT10i RECONSTRUCTION AND DEVELOPMENT COB ORATION

OFFICE MEMORANDUM
TO: Me-morandum for the Record DATE: -cebruary 9, 1971

FROM: TIar-'.-ijn J. Paijmarls

SUBJECT: Iliaur-*LtanJ_ia - Illeeting between Ir. mcNamara and Cabinet 1,11embers

During 7,,L. fciia- Tkarats visit to Mauritanla Jan-Lla-c-y 19 through 21,

1971 there was a uorl-ang party meeting on January 21 at-tended, for the

Bank, by Messrs. 14cl.lamaral Chaufou: rfl_er, Clark, Chris to.ffersen and Paijr&ins;

by Mr. Kochman, 7rxecutive Director; and for the Mauritania Goverruilent by

T-dn-*Ls1,er Toure (ilaral Development and Plan), in -the chair, Minister

Culd Daddali (Equipment), and, part-tizae by Ylini,3ter Ould 'Haiba (Finance),

all accompanied by their respective sta-ffs. Tile following is a s-xnmary

of the main points.

2. T-Iinlsber Toure briefly, reviewed a suiiimary document of the Plan

which had been presented to Mr. McNamira and which, for the first -time,

put a price tag on the irriestapats - public and private - scheduled fo--"

the Plan period. The TUnister stated -that though not being perfect the

Plan offered a balanced and also a flexible investment progr,un. He recalled

that at independence, Mauritania was practically virgin territory, that

the Govermnent had learned to live -without bu&,et subsidies from F'rance

and to depend exclusively on its own efforts. This phase of adaptation is

now over and the Gover--mient has to shift focus towards matters of econo.(X*c

and social development. 'However, habits have been formed and the redirection

of expenditure proves to be very difCicult. The Minister drew a piC4-uu-re

of the Plan effort e.xplaining that development in the rural sector should

move Kauritan-ia towards self sufficiency and possibly to-wards the reali7ation

of export earnings from the livestock sector. The moden sector which
L

depends to a large exten l on foreign private investments and expertise

gives some ',hope that budget revenues will be subject to drastic changes in

the future. In order -to advance the econorm sor;ie infrastructure improve-

ments are necessary while also the social sectors, health and education,

cannot be neglect ed as demands in these fields -already outpace the available

supply of services.

'X. McNarara stated that during his visit to the country and his

disCWSions he had increased his knowledge of Mauritania and its futirre

plans. He -uaiderstood the countryts efforts to stop increases in rion-develop-

ment expenditure, but inquired about the trends in the current budget and

asked -for a further elaboration of the Goverruqent budgetary policies.

(This ouestion was put forward. against the background of the 1/071 Government

budget, adopted in January 1071, an6 which shows a, deterioration ve, the

budgetary situation in previous years which already was strongly criticized

in the Bankts draft econo-mLc report dated Novenber 1910).

4. I Iinister Toure' replied that the Govermient had been pressed into

taking7 certain decisions, corruLtting the 1971 budget, before the Developmen-".,

Ilan had been accepted by the National Assembly in Jif-Y 1970, thus the
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discrepancy between the budget and Plan objectives; in the future the Plan
will be available and annual capital budgets will reflect the Plan objectives.
The Minister explained that realization of the Plan would imply an increased
Government contribution for the financing of investment and a study on taxation
is in progress; it is expected to show the way for improved tax collection,
some results of which may be already felt by the end of 1971. Minister Toure
further observed that all expenditure required for contributions to foreign-
financed investment will be made available on time. Mr. McNamara explained
that financial policy is a very important issue in a developing country such
as Mauritania and that he could not sufficiently emphasize the need for a firm
and adequate budgetary policy responsive to development needs.

5. The Minister of Finance explained that in 1963 an austerity
policy was introduced helping the country to overcome the difficulties created
by declining French budget subsidies. This policy was very effective for
several years, but had gradually eroded and lost most of its effectiveness
since 1968. From that very moment the alarm had been sounded, he said, but
when assuming the post of Minister of Finance early in 1970 he had found the
"train already on the rails and moving." The Minister admitted that the
1971 budget did not show what he called a revolutionary spirit but that the
only thing that could be done had been done, namely, to endyke the flow of
current expenditure and to start studies on how to improve budgetary per-
formance. The French FAC will finance two such studies, one on public
finance in general, the other on fiscal reform. While waiting for the
results of these studies, the Minister said he would make a start with
restructuring the budget by making it a more effective tool for development.
The Minister emphasized that the political will to redress the present situ-
ation does exist but that it will take 2 to 3 years before this matter can
be solved to full satisfaction. He said that the problem is basically a
political question which requires a clear understanding of the present
situation and of the possible remedies, he did not want to hide the fact
that these remedies might be very difficult to accept in certain instances.
He added, however, that in his view the choice for the Government should be
easy as there are no real options open. The Minister observed that the
Government was satisfied with the Bank t s analysis of the situation and its
recommendations as expressed in the draft economic report and that documents
confirming this statement would be given to Mr. McNamarats party before
departure (said documents appeared not to be ready in time).

6. Mr. McNamara expressed his appreciation to the two Ministers
for their frankness in presenting their views. He stated that the Bank
understands that some time is needed to review the Governmentts expenditure
situation and to increase income. He added that judging from what the
Ministers had said, he need not really repeat that progress of developing
countries depends to a large extent on the efforts they are able to make
themselves.

MJPaijmans:pmc

Cleared with and cc: Mr. Chaufournier
cc: Mr. Christoffersen
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR I NTERNATI ONAL I FNI NANCE
ASSOCIATIO RECONSTRUCTION AND DEVELOPMENT CDR ORAT 0

OFFICE MEMORANDUM
TO: Memorandum for the Record DATE:April 7, 1971

FROM: Roger Chaufournier

14
SUBJECT: Meeting of Mr. McNamara with Mr. Jean Audibert

Mr. Jean Audibert, Director General of Miferma, visited
Mr. McNamara on Monday, March 29. Mr. Audibert has been asked by
the French and Gabonese Governments to review the present plans of
SOMIFER for the opening of the Mekambo iron ore mine, and to make
proposals for the reorganization of SOMIFER in order to encourage
an early opening of the mine. Mr. Audibert came to report on the
progress of his work.

He said there was no problem on the marketing side. With
the Japanese interest in buying up to 5 million tons a year, there
would be no problem in selling whatever was necessary for an economic

operation of the mine, (estimated to be at least 10 million tons
annually).

The problem was to find a leader interested in the mining
operation, an interest which depends on alternative iron ore mining
opportunities elsewhere in the world, particularly in Australia --
Mr. Audibert had come to the conclusion that the present structure
of SOMIFER had to be modified in order to attract participants
interested in mining operations instead of steel makers exclusively.

Mr. Audibert said he was meeting with representatives of

Bethlehem Steel the next day. If Bethlehem Steel was not prepared
to proceed with the development of Mekambo as principal shareholder
of SOMIFER, Mr. Audibert would ask them to consider divesting them-

selves of some of their interest in SOMIFER in order to bring in
other partners with a greater interest in the development of Mekambo.
Mr. McNamara agreed that this would be a possible solution. If it
were in the interest of Gabon and of the rest of the world to develop

the Mekambo deposits,the concession should not remain dormant.

Mr. McNamara also inquired about the development of the

Guelb deposits in Mauritania, and Mr. Audibert said that exploration

was continuing, and that it would still be some time before a project
is ready.

cc: Mr. Paijmans (W.A. Dept.)

RGhaufournier:sm



INTERNATIONAL DEVELOPMENT INTEFNAIO NAL HANK IFO INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND D[VELOPMENT CORPORAT ION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: March 26, 1971

FROM: Roger Chaufournier

SUBJECT: Mr. Audibert's Visit

1. On Monday, March 29, 1971, you will meet with Mr. Jean Audibert who
would like to discuss the prospects of iron ore exploitation in Gabon.

2. Mr. Audibert is approaching the end of a study which the Governments
of France and Gabon have asked him to undertake on the proposed exploitation
of the rich iron ore deposit in the Mekambo region. Mr. Audibert is well

suited to undertake this study. Born in 1921, he is a graduate of the "Ecole

Polytechnique", and has held high staff positions in the French Ministry of
Industry and Commerce between 1954 and 1956. Since 1956 he has been the
Director-General of MIFERMA, the iron ore company operating in Mauritania
for which the Bank made a loan of $66 million in 1)60. During the period

195)-61, he was also a member of the council for technical cooperation with
member states of the Common Market.

3. He has been an effective manager of MIFERMA, and has earned the respect
of the Mauritanian Government and other shareholders. He is an internationally
recognized expert in more than the technical sense on iron ore exploitation.

The Gabonese Government believes that Mr. Audibert's work can contribute to

the opening of the proposed iron ore mine, although SOMIFER, the mining con-

cessionaire, continues to refuse committing itself as to the opening date.

4. Mr. Audibert visited the Bank on December 18, 1970 when he had just

started his study, to hear from us about our approach to the preparation of

the Owendo-Boou4 railway project, and to explain the purpose of his study.

We told him that construction of the first section to Booue of the railway to
the Mekambo area would, in the absence of a commitment by SOMIFER to open the

mine, have to be justified by the transport requirements of the forestry
industry which would have to demonstrate its interest by a substantially higher

fiscal contribution. Iron ore would, however, eventually have to make an appro-

priate contribution to the capital and operating costs of the entire railway.

5. With respect to his study on Gabonese iron ore, Mr. Audibert explained
that he would review the technical studies on the characteristics of the ore;

investigate its market prospects by interviewing potential sources of demand,

which might be SOMIFER shareholders or other steel companies; review the

capital structure of SOMIFER and the possibility of broadening its equity base

by bringing in companies that would be more interested in opening the mine soon,
and report to the French and Gabonese Governments.

6. So far, we have had no information on the progress of Mr. Audibert's

study. His report is due in April 1971.

7. Mr. Audibert may also wish to discuss a proposal to expand MIFERZMA's
activities. I attach a note from Mr. Paijmans to me summarizing the status

of these plans.

WPThalwitz :mb
Attachment.



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Roger Chaufournier DATE: March 24, 1971

FROM: Martijn J. Paijmans

SUBJECT: MIFERMA

1. MIFERqA (249-FR): MIFERMA (Mines de Fer de Mauritanie) is a
Mauritanian company with a share capital of 13.3 billion CFA francs, the
capital stock of which is held by a large number of shareholders (French,
British, German and Italian), mostly consumers of iron ore or their rep-
resentatives. The Bank loan of $66 million was made before full independ-
ence and was guaranteed by the French and the Mauritanian Governments.
The purpose of the loan was to finance imported goods and services for a
new iron ore mine near Fort Gouraud, a railway to transport the ore to
Nouadhibou and requisite port facilities. The loan will be fully amor-
tized in mid-1975.

2. The MIFERIA operation is based on mining and shipping of high grade
iron ore, containing about 66% of Fe. During extraction a lower grade ore
containing 50-60% Fe and silica is inevitably mined as well, which until now
has been dumped as waste. However, many steel companies have found in recent
years that they need to add silica to fine high grade ore in the sintering
operation, which often precedes the blast furnace. The low grade MIFERA
ore serves this purpose very well.

3. MIFEFRA is now planning a $30 million expansion project to make
use of the above-mentioned low grade iron ore. Although IBRD funds are
not involved in this project in terms of the loan agreement, MIFERMA has
asked for our approval to proceed with the project and also to open up a
line of credit for $5 million with the Japanese financing company Nichimen
to help finance the project. Agreement on both requests has been notified
to MIFERMA.

4. MIFEEMA has also informed the Bank of its investigaUDn of another
iron ore deposit - the so-called "Guelb" deposit which could possibly be
opened in 1976 to produce 6 million tons per year. During a visit to the
Bank on December 4, 1970, Mr. Audibert, General Manager of MIFERKA, indicated
that the Bank would probably be approached for financing of part of this
project, the total cost of which is tentatively estimated at some $300 million.

5. The Guelb project is based on the so-called "Guelb" deposit of
magnetite located about 30 km north of the present mining operation. The
deposit is estimated to contain around 1.7 billion tons of magnetite with
an average content of 40% Fe. Because of the low iron content, beneficiation
facilities requiring very substantial investments will be necessary. It is
hoped that by 1976 this deposit will produce some 6 million tons of marketable
iron ore to be increased to 12 million tons by 1983 and possibly to 20 million
tons after that. MIFEFNA has not yet precisely estimated the capital required
for this project. As for the expansion project the Japanese are likely to be
interested.

MJPaijmans:pmc
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RANDUMX TO' f112S Sep tber 27, 197.
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Mr. Lejeune

Mr. Vendels



� �- � �
-
h

�



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Memorandum for the Record DATE:May 26, 1972

FROM: Roger Chaufournier/! r-

SUBJECT: Maur -tania: Visit of the Ambassador

The Mauritanian Ambassador to the U.S., Mr. Moulaye El Hassen

aid a courtesy call on Mr. McNamara at 5:45 p.m. on Wednesday, May 24, 1972.

Mr. Kochman and the writer were also present. This was the Ambassador's

first call on Mr. McNamara since the Ambassador's recent appointment.

The Ambassador expressed his Government's appreciation for

the excellent state of relations between the Bank Group and Mauritania.

Mr. McNamara asked the Ambassador for his views on prospects

for regional cooperation in West Africa. Mr. McNamara commented on some

favorable development, pointing out at the same time, there were some

disappointments such as, for instance, the recent split of Air Afrique.

The Ambassador replied that in West Africa there was a profound conviction

about the need for greater cooperation, but that it was an area fraught

with many problems, political and personal, and one had to expect that

progress would be a succession of successes and failures. What was

important was that forward progress be made in the long run and he was

convinced that it would be.

RChaufournier:sm



INTERNATIONAL DEVELOPMENT INTERNATfONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: May 2h, 1972

FROM: Roger Chaufournier ,

SUBJECT: MAURITANIA: Briefing Paper - Ambassador El Hassen's Visit

1. Ambassador El Hassen will call on you on May 24 for a courtesy
visit. He is not likely to raise any particular issues. This note
is to give some information on the Ambassador's personal background
and briefly review economic developments and the status of the Bank
Group's relations with Mauritania.

2. Born in 1936, Ambassador El Hassen carried out his higher
level studies in France and Senegal. He has an advanced degree in
French from the University of Dijon and a degree from the faculty of
law of the University of Dakar. After having taught French at the
Lycee in Nouakchott, Mr. El Hassen entered diplomatic service in 1962
and served as Director of Protocol in the Ministry of Foreign Affairs
1962 to 1968. He was Consul-General to Mali from 1969 to 1971 when he
was appointed Ambassador to the Ivory Coast, accredited simultaneous-
ly to Dahomey, Ghana, Liberia, Niger, Togo and Upper Volta. In Septem-
ber, 1971, he was appointed Ambassador to the United Nations and in
February, 1972, also Ambassador to the United States.

The Economy

3. Mauritania represents an extreme case of a dual economy.
Mining provides 75 percent of the country's export earnings and 25 per-
cent of its tax revenues. However, this sector has remained a foreign-
owned enclave industry with transfers abroad accounting for over
half of total value added, limited employment, only, and little secondary
effects on the traditional sector of the economy. In contrast to the
modern sector, growth in the traditional sector has hardly been in
excess of population growth. Thus, the standard of living of the bulk
of Mauritania's population has scarcely improved.

4. The Government is increasingly becoming aware, that mIning
alone cannot solve its development problems. Its 1970-73 Development
Plan is giving priority to agriculture and fishing, the need for which
is further accentuated by the expected slow-down in the growth of mining,
once present explorations are reaching their full capacity towards the
mid-1970's. In addition, the Plan gives priority to increased Mauri-
tanization of middle and higher level staff so as to reduce dependence
on foreign technical assistance.

5. Next to the still very limited technical and managerial capa-
city to prepare and implement projects, the lack of budgetary resources
will remain the binding constraint to Mauritania's development. Fiscal
developments over the last five years were marked by rapidly rising
current revenues (about 10 percent p.a.), and by an even higher growth
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of current expenditures. While savings, with the exception of 1969,
remained positive, they were insufficient to meet the growing needs
of expanding public investments. This resulted in a drawdown of trea-
sury reserves.

6. A sizeable increase in public savings is a precondition for
implementing a satisfactory public investment program over the next
five to ten years. At the same time, the present level of taxation
(13 percent of GDP) suggests that it should be possible to increase
government revenues somewhat, provided there is improved tax administra-
tion and reviewing of the tax structure.

7. A substantial improvement in both scope and quality of plan-
ning and project preparation can be expected with the recent arrival
of a UNDP-financed expert team which is working in close cooperation
with Mauritanian officials. However, stepping up the pace and broaden-
ing the base of Mauritania's development will at best be a lengthy and
difficult process requiring major efforts to improve public and private
resource mobilization and allocation for development.

8. In spite of these constraints, the medium-term outlook is for
a moderately higher rate of growth. Livestock production is expected
to recover from the recent drought and, with the help of the IDA-credit
just made effective, should expand considerably. In mining, both
SONMA and MIFERMA are expected to considerably increase their produc-
tion over the next two to three years, the latter recovering from the
effects of the recent strikes.

Bank Group Lending

9. After the US$66 million loan to MIFERMA in 1960, Bank Group
activity in Mauritania was limited to three operations: a US$6.7
million credit for roads (FY1964) which has just been completed;
a US$3.0 million credit for road maintenance (FY1969) which is about
half disbursed; and the livestock credit in the current fiscal year.

10. The opportunities to develop economically viable projects
in Mauritania are limited. Accordingly, the competition among the
various external donors, including the Popular Republic of China, for
the few available projects is keen. While the Bank Group's lending
program is reasonably firm for the next two to three years, we are
still working on identifying projects which will fill up the latter
years of the Five-Year Program. The emphasis of our proposed lending
is on the rural sector and fishing.

11. Preparations are underway for the Gorgol Agricultural project
(FY1974), which will develop 6,500 ha. of irrigated rice production.
The studies, which should be ready soon, point to high capital cost
as the remaining issue. Furthermore, the feasibility study for the
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Nouadhibou port extension (FY1974) is now underway, after almost one
year delay in agreeing to the consultants contract. It is expected
to take one year. An Education project (FY1974) aiming at regionali-
zation of secondary schools is also being prepared. A Bank/UNESCO
identification/preparation mission will visit Mauritania in June which
should enable us to firm up this project. Identification for the
second Road project (FY1974) is still not complete and the project
may be delayed.

Attachment

CRosenblad/KHuber:cjf
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATJONALIFINANCE
ASSOCIATI RECONSTRUCTION AND DEVELOPMENT COR ORAT 0

OFFICE MEMORANDUM
TO: Pir. ib'Gert S. DATE- iuý,rch b3 197-

FROM:

SUBJECT: your 1ý aot-"-£]'-- -JJ t11 DH =i,moun,ý, Soui-jvýr n Eric e
and Trade

Ä on lod by Kr. Dinreýwun,ý, Souwrj,,, Häni ster
i f FLnanco a,id TrýI-le and coýmffjsod of Ix. `-hiwd Oulci Lir,ýý(,tor of the -oublic
iiuport-export co, ý;;,:ny S01,11114: , and IIr. '-T.,ustl---,,] -ý Guld "heJkh, Director of the
neuk,- ereLite(1 Cjontrol .,Soaru.ý J-s jpr-l-, -ý,;ith 'ýenior
Jfficials of the ILIP to a 1-2 Ln settJJ-);ý up
the new currency and running the ne-vy Gontrý)1 Bank. The. Delegation will pay
you a, courtosy visJÅ touorrow at- 12.413 This note is to br:Lef you on the
likely top--ýcs the Belermtion mav raise. the -ý)ve,,imriner-jtls
to cronte its own carrency thus brealkdr~ ý-,-ý,y from the 7. e s t -J r 7 0 aý~ Vbrietary
Union the- rocently concluded revision of the 10,,63 (jooperation
Treaty äitii andl its -Cor
note is

TILic

2. "fter its independence in 1960 `äuritý.ýria siý,ned in 1<961 a brondly
öl,ýsed GonperAtion Treatv- with, France in the econorräc., financi.ý-1, iý.onetary,

technJeal and cultural f-lelds. Yhe rfianr feat res of this Treaty
in thn fie2-d of devellopment included the following:

of in the uitli a comion, cur.-ency,
the OF1-1 frnnc3 tho convertibilit-y o' Yhich is guarýmtecd by
Frýýi,ce; i-n couriteu-part, fore-J.gn exchange reserves of th-
iiýone-bary union are hold in the French Treasury mid the inoretary
anc, creditu policies of the Union nre 1,-,.rýyely controlled b.,;-
France;

- Frenck -bechn--'-cýd assistance which ronched Libout million
pe in recel-it years-
ý r annum

- Zrýýntls by the Franch Goverrment for budgetýizýy support
(totallinFý: an estirv.ý,tjd `,>2i million -for the period 1961,69.

nd interrLipted -Ln this lattor yoar) and for public investments
(totalling, en ost-ilmated 2,'ý23 ndllior for the period 1961-72ý.';

- loans by the French. Governrnent at E3ubsi-dized interest ratos
for financirg ir.,ves-1,1i-nerit-- in the public and private sectors;
as of June 1072. outstandin- loans wlioumted to -,bout 1'ý133 -,fMior,
two thirds of i-fhich. in tI-in privatc sector.
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'Ihe Wew aroeement

3. The decision to revise the Cooperation Treaty and to leave the
Franc zone wo.as made in June 1972 by the 7ational Pli ti'cal Bureau. It has
to be seen in the contet of a couxtry whose survival has been threatened
in its 12 years of 1istnce 1 interral and external forces and rhch
foels the need to assert itself as an independen unit. Several. major
clauses of the Treaty were considered as a serious infrinement on MIauritaran
sovoreignty. secondanry reason for leaving tho franc zone is to be found
in th attep t by the- overnicnt to gain cotrol over foreign trade, as

muggling affects a significant portion of this trade.

new agreeent with France was signed on February 1 , 1973.
In the field of development aid, the main foatures of the new agreement
are tho following: lans a subsidized interest rates to the public and
private sectors and French technical assistance will largely continue as in
the past, except for the accelerated iuritanization af education; grants
for public investmients however could be substantially decreased, as this
kind of aid is reserved in priority to Franc Zone member countries; no
agreement was reached on the monetary question, the French Govarnment having
refused the opening of a line of credit of US$h4 mlillion equivalent, in
replacement of the convertibility guarantee of the monetary union.

Grants by the Frenci Treasury decreased in the latc 1960 s and
early seventies to about $1.j million per year or less than 10 percent of
public foreign aid in recent years. A further reduction would seriously
affect the public finance situation which is already difficult.

Given the favorable outlook in the balance of trade and the
promises of substantial aid by Libya and algeria, the balance of payments
and monetary situation is emected to renain viable as long as the Authoritios
are successful in carryiug out their intention of prudent mnetary and
fiscal policeLs. Indeed stabilJity will depend primarily on this factor
as the new Central Bank is likely to get under considerable pressure to
finance status symbol type of projects with low or negative profitability.

7. Finally, the introduction of a new currency could cause at
least mo.ntarily a slowdown in foreign di.rect investments, in spite of

guarantees by the Government about profit repatriation and transfers of
up to 60 percent of wage payments for foreign workers. ven if foreign
investments continue as in the past, the burden of foreign exnhange controls
could sloidoun the qovement of goods in and out of the country and thereby
affect growth.

. On the other h- nd, the creation of a new currency -,,il! permit to
control foreign trade. and uherefore the merchants I turnovar, and their profits,
three main sources of ta: revenues. Also the new system will permit to orient
credilt in a more direct way toward productive investments and away from
consumption credit, thereby limiting imports to the more essential goods.

Attachmnent

1Currai$/KHuber:m



ANNEX I

Biographical Note

Mr. Diaramouna Soumare was born in 1931 in the most southern region
of Mauritania. After holding a post as customs inspector, he became
Director of Trade in 1969 and a member of the Economic and Financial
Affairs Commission of the National Political Bureau, executive branch
of the Peoples? Party. In 1970, he became Minister of Trade and
Transport. Since August 1971, he is Minister of Finance, a title which
was changed into Minister of Finance and Trade at the cabinet reshuffling
of December 1972.

Mr. Ahmed Ould Daddah, brother of the President of Mauritania,
Director of the public import-export company SONIMEX, led the Mauritanian
delegation at the negotiation of the new Cooperation Treaty with France
and is expected to become Governor of the new Central Bank.

Mr. Mustapha Ould Cheikh is presently Director of the recently
created Exchange Control board in the Ministry of Finance; he is expected
to become a senior official in the new Central Bank.

March 6, 1973
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Memorandum for the Record DATE: February 7, 1975

FROM: Roger Chaufournier (

SUBJECT: MAURITANIA: Visit of Minister of Planning

On January 17, Mr. Sidi Ould Cheikh Abdallahi, Minister of Planning
and Industrial Development of Mauritania, called on Mr. McNamara. He was
accompanied by the Mauritanian Ambassador to Washington. Mr. Razafindrabe,
Mr. Kpognon and the writer were also present.

The Minister brought the personal greetings of the President of
Mauritania and expressed his Government's satisfaction for the excellent
relations which existed between Mauritania and the Bank Group.

The Minister referred to the recent decision of the Government of
Mauritania to nationalize Miferma, a decision which was not taken lightly
but which resulted from the realization, during recent months of negotiations,
that Miferma shareholders were unlikely to agree to the changes which the
Mauritanian Government wished to bring about. It was therefore decided
to acquire the ownership of the company, while, for the time being all
other arrangements, i.e. staffing, commercial contracts, would remain as
before. The Government clearly indicated it would offer fair compensation.
The Minister believed that negotiations could begin promptly in the Spring,
once the Mauritanian Government had completed its review of the financial
accounts of the company.

The Minister added that the Government contemplated a further
expansion of the activities of Miferma, now SNIM, to exploit the Guelbs
deposits and that he thought Bank assistance together with that of other
donors would probably be needed. (A record of discussions of the Miferma
issue is contained in a memorandum of Mr. de la Renaudi&re to Files dated
January 23, 1975). The Minister then referred to the financial difficulties
of SOMINA. He said he hoped to find a solution to this problem with the
help of some outside finance (see Mr. Kreuter's memo to IFC Files on the
subject dated January 20, 1975).

RChaufournier:sm



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCF
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: January 16, 1975

FROM: Roger Chaufournier

SUBJECT: MAURITANIA - Your Meeting with Mr. Sidi Mohamed Ould Cheikh Abdallahi,
Minister of Planning and Industrial Development and Bank Group
Governor for Mauritania

1. At the request of the Government a meeting has been scheduled
between yourself and the Minister for Friday, January 17 at 6:30 p.m.

2. The Minister is likely to raise with you his Government's
recent decision to nationalize MIFERMA, an iron ore mining company to
which the Bank in 1960 made a loan of $66 million; the loan was guaranteed
by France and the Islamic Republic of Mauritania. He may in addition raise
other points in connection with Bank Group operations in his country. This
note is to provide you with a biographical sketch of the Minister, back-
ground information on the MIFERMA nationalization, and a brief summary of
current and planned Bank Group activities in Mauritania.

Sidi Mohamed Ould Cheikh Abdallahi

3. The Minister is a young, French-educated technocrat who has
ascended rapidly through the administrative apparatus of his country to an
important policy-making position. In 1968, following completion of his
studies in France, he was named Director of the Plan in the Ministry of
Planning. Three years later he was appointed Minister of Industry; in
1972, he was named to his present position of Minister of Planning and
Industry. He was almost simultaneously made a member of the Political
Bureau, the central policy-making organ of the country, and charged with
responsibility for economic policy.

4. Our contacts with the Minister have been very fruitful; he is
capable and energetic, and his interventions on behalf of ongoing operations
have assured us a minimum of delays due to bureaucratic inertia. He has in
addition been effective in mobilizing finance for our projects from other
external sources, particularly Arab sources. You may recall, incidentally,
that the Minister was the spokesman for the African Group at the most
recent African Caucus.

Nationalization of MIFERMA

5. On November 28, 1974, the Government announced, by decree, that
it was taking over this iron ore mining company whose role has been central
to the economic progress of Mauritania: MIFERMA has in recent years
accounted for more than 25 percent of GDP, for about 70 percent of export
earnings, and for 40 percent of the Government's current revenues; in 1973,
it employed 4,300 people of whom 3,800 were Mauritanian nationals. The
Government intends to manage the nationalized company through the National
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Industrial and Mining Company (SNIM), a public enterprise set up in 1972
mainly to mobilize financial resources for mineral exploitation. By law,
all obligations of MIFERMA are assumed by SNIM, and an indemnity will be
paid to the former shareholders (we have heard that Arab funds may be put
at Mauritania's disposal to cover this indemnity).

6. The President of MIFERMA, Mr. Audibert, wrote to me this past
December, saying that his Board objected to the nationalization of the
company because it was contrary to the terms of the 1959 Convention of
Establishment of MIFERMA and because of the uncertainty surrounding the
determination of shareholders' indemnity. He went on to say that, never-
theless, the Company's Board would proceed with efforts to reach a
satisfactory settlement with the Mauritanian Government (should such a
settlement be forthcoming, we understand that the private shareholders of
MIFERMA are ready to set up a technical assistance company to help
Mauritania run the project).

7. For our part, we have taken note of the public statements of
the Mauritanian President, Mr. Moktar Ould Daddah, on the nationalization
which indicate that his Government intends to negotiate in good faith a
final settlement with the former shareholders. Furthermore, the original
$66 million IBRD loan is nearly paid in full; with receipt of a $5 million
payment on schedule this January 1, there remains only one further $5
million payment due July 1, 1975 for the loan to be retired. Although
nationalization appears among the possible events of default in the Loan
Agreement, we see no reason to declare the loan in default at this stage.

Bank Group Operations in Mauritania

8. Through FY73, the Bank Group had participated in the financing of
four projects, including the IBRD loan to MIFERMA and three IDA credits
amounting to about $14 million (two for road construction and maintenance
and one for livestock development). From our early focus on basic infra-
structure (which was in line with the Government's own investment priorities)
we are aiming towards greater involvement in the rural sector and an
increased tempo of operations. In FY74, we completed processing three
IDA credits, $2.5 million for Drought Relief, $1.1 million for detailed
engineering of a major irrigation scheme on the Gorgol river in the South
East portion of the country, and $3.8 million for education. During FY75,
we expect to process two further IDA credits, $3.0 million for road mainte-
nance and detailed engineering of rural roads (approved by the Board in
November), and $4.0 million for extension of the Port of Nouadhibou.

9. Over the next five years, we expect to participate in the Gorgol
irrigation project itself and to assist, through integrated rural develop-
ment schemes, the improvement of rainfed agriculture along the Senegal river
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and the control and management of livestock development in those parts of
the country in the Sahel. We intend also to make some contribution to the
continuing development of transport infrastructure in this large country
where the absence of communications makes it very difficult to promote a
sense of national unity; our continued involvement in the education sector
will have positive effects in this regard as well. Finally, we are con-
tinuing to follow developments in the mining sector with a view to
possibly helping finance another iron ore mining project; this latter
project, called Guelbs, offers the prospect of continued foreign exchange
generation from exploitation of lower grade ore once the MIFERMA deposits
are exhausted sometime in the 1980s. Obviously, our involvement will de-
pend to a great extent on successful resolution of the MIFERMA nationali-
zation issues.

10. Attached is the latest approved five-year operations and lending
program for Mauritania.

Attachment

MJGillette:sjb


