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PREFACE

This Two Volume report is submitted in ful1fillment of obligations under the terms
of a contract between USAID AFR/PRE and Intazrnational Science and Technology
Institute, Inc. (ISTI). The contents of this report cover the tasks outlined in
the Statement of Work for the Mauritania Private Sector And Investment Climate
Assessment,

Investment Climate Assessment

Private Sector Development Program Recowmendations

Descriptive Profiles of The Productive Sector

Sectoral Assessment of Agriculture-Agri-Businesses, Fisheries, Mining
and Banking

O 0O ©o ©o

The work was carried out in Washington and Mauritania over the period April 28-
June 13, 1986, The team leader, Mr. Arnold F. Lessard, a senior international
business consultart, lead a five man team of U.S. and Mauritanian consultants
combining long experience in agriculture, commercial banking, and private sector
development. A1l were broadly experienced in toth pubTic and private sector
international development, and all had substantial previous experience in West
Africa.

The findings and conclusions contained in this report are based on a thorough
review of racently published reports on Mauritania, including those from USAID
the Department of State, IMF, World Bank and agencies of the U.S. and Maupri-
tanian Goveraments. Interviews were held in Washington and Mauritania with a
broad spectrum of Tleading public and private zector executives in government,
multilateral agencies, and the private sector. Field trips, plant visits and
interviews were carried out in Nouakchott, Nouadhibou, the mining complex of
Zouerate and in several cities and agricultural stations along the Senegal River.

The report has been prepared in two volumes. Volume One, Investment Climate
Assessment and Recommended Private Sector Strategy, reviews the regulatory and
political risk environment, and the basic economic and resource availability
factors impacting upon the willingness ~f the private sector to make invaestments,
The concluding sector of Volume I provides recommendations for the development of
a USAID private sector strategy for Mauritania. Volume Two, Private and Public
Sector Overview, reviews the growth and development of Mauritania's private
sector and describes four segments of the economy in greater detail: Banking,
Agriculture and Agri-Business, Mining and Fisheries.
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EXECUTIVE SUMMARY

The stated objectives of this survey, Mauritania Private Sector and Investment
Climate Assessment, are to assist the AID Mission Nouakchott and AFR/PRE to:

¢ Formulate programs which will help Mauritania improve the business
climate and promote Tocal and foreign investment

° Identify the capabilities of the Hauritanian private sector so that
private enterprises may be effectively utilized.

The findings, conclusions and recommendations have been organized to address
the four major tasks established in the Statement of Work:

Investment Climate Assessment

Mauritanian Private Sector Development Prcaram Kecommendations
Descriptive Profile of the Productive Sector

Assessment of the Agriculture-Agri-Business, Fishing, Mining and Barking
Sectors

c O o C

Each of these four tasks has been addressed in stand-alone =~ although tightly
interlinked - sections of this report.

The report 1is based on an examination of Mauritania's political/reaulatcry and
economic/business environments, a close look at the principal productive sectors,
a review of the strengths and weaknesses of the banking and investment community,
and detailed analysis of the composition and growth of private sector companies.
A number of conclusions emerge from these investigations:

1. The Private Sector Already Dominates The Farming, Commercial And
Business Life Of The Nation

The private enterprise sector is estimated to produce 63% of Mauritania's
vatue added and generate 71% of total employment. An active privately-
financed and managed Employers Organization has permanent offices and
staff, and a membership of nearly 200 members. In addition, the informal
private sector includes a broad range of handicrafts, repair shops, small
flour mills, bakeries, woud .and metal working and related micro-small
businesses. There are approximately 12,000 such small enterprises in
Nouakchott with an estimated 30,000 jobs.

2. The Number Of Mauritanian Public And State Controlled Parastatals Began
To Decline In 1983

A total number of 46 such organizations were identified in 1983 - a rise
from 14 in 1972, The number declined to 39 in 1985 and is scheduled to
reach 36 in 1986,
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3. The Mauritanian Government Is In The Middle Of A Major Liberalization
And Restructuring Program In Response To A National Financial Crisis

Major debt problems and the near collapse of the banking system have forced
a complete reappraisal of the Government policies and plans over the last
two years, A key element is the encouragement of private sector initiatives
in banking, commerce, agriculture and industry.

4, Mauritania Faces A Long Period Of Major Readjustment And Low Growth In
Both Internal And Export Markets

There are virtually no short-medium term solutions to the problem of achiey-
ing real growth in consumer purchasing power - short of climatic changes
~and increases in world market prices of iron ore. The fisheries industry
s the one expanding sector in terms of providing food for local consumption,
earning important amounts of foreign exchange, and providing employment
opportunities,

5. An Energetic And Risk-Taking Private Sector Faces An Improving
Regulatory CTimate But Essentially Stagnant Economic Growth

Very few opportunities exist for foreign investment. A fundamentally
poor economic and market environment faces the domestic private sector.

Small, fragmented and difficult-to-access markets

A small cash economy

Tight liquidity

Lack of basic infrastructure

An unrelenting drought

Inability of the Government to deliver services

Lack of local materiel inputs

High cost of imported inputs due tn high cost-low efficiency port
and transport facilities

O 0 0 0o 0 0 0 o

6. USAID Can Have A Limited But Tangible Impact On Private Sector Develop-
ment Particularly In The Fisheries And Agricultural Tnput Sectors

Private sector strategies and policy guidelines are proposed for assisting
the development of the Mauritanian private sector. Specific program pro-
posals are also recommended. The key elements in the strategy are summarized
below:

® Ccncentrate on a few priority programs primarily in the fisheries
® Focus on human resources development in trade skills
® Work with and threough private sector mechanisms

° Make judicious use of pooled donor resources on specific cooperative
projects

Recognize the extremely limited nature of AID's staff resources
® Utilize funds available from existing human resources program budgets

and PL 480 counterpart funds

o
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PREFACE TO VOLUME TWO

This is the second volume of a report submitted in fulfillment of obligations
under the terms of a contract between USAID AFR/PRE and International Science and
Technology Institute, Inc (ISTI).

The first volume, which is bound separately, assessed the regulatory and poli=
tical risk envircnment and the hasic economic and resource availability factors
impacting upon the willingness of the private sector to make investments, and
provided recommendations for the development of a USAID private sector strategy
for Mauritania.

Volume Two, Private And Public Sector Overview And Summaries, reviews the growth
and development of Mauritania's private sector and describes in greater detail
four selectad sectors of the economy - Banking, Agriculture and Agri-business,
Mining and Fisheries. It consists of five sections:

I. Private and Public Sectar Overview which reviews the composition,
location and growth of the private sector.

IT. Banking ard Private Sector Finance which describes Mauritania's banking
system with particular reference to private sector finance.

ITI. Agriculture and Agri-Business which reviews the public and private
sector roles- in agricuiture and identifies possiblities for USAID
assistance to private sector development.

IV. Mining which summarizes the predominate government role in this segment
and suggests possibi]ities for privatization.

V. Fisheries which stresses the need to develop private sector activity
in both expert fisheries and domestic artisanal fishing and recommends
this segment as a major objective for USAID Mauritania's private sector

strategy.
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I. PRIVATE AND PUBLIC SECTOR OVERVIEW

1. Introduction dand Summary

The privater sector in Mauritania has by long tradition played an active role in
the econcmy. The traditional economy composed of Tivestock, agriculture and
trade was entirely in private hands until the wave of public enterprises created
from the mid sixties onwards gradually began to dominate the economy. The great
bulk of the economy, however, remained privately contialled up to the early
seventies when the private sector iron ore industry was nationalized, and a local
currency - the Ouguiya - was created taking Mauritania out of the ‘Franc CFA'
Lone,

The creation of the Ouguiya was accompanied by the takeover of banks and other
financial services including insurance, and the creation of a number of public
enterprises in important economic sectors. During the period 1679-1981, following
new policy initiatives in the fisheries sector (Nouvelle Politique de Peche),
several joint ventures between the Mauritanian Government and the Governments of
the Soviet Union, Roumania, Libya, Algeria, Iraq were created to develop a national
fishing fleet and fish processing units.

Despite this climate of heavy government involvement in commercial and production
sectors and the severe impact of the drought on all sectors of the economy, the
backbone of Mauritania's traditicnal economy - Tlivestock and agriculture -
remained essentially in private hands. The private sector continued, therefore,
to play an important role in the traditional sector of the economy, while at the
same time, it began to take initiatives in the modern sector, particularly in the
fisheries and small import substitution manufacturing industries.

Today, the government is divesting and reducing the size of public enterprises
and parastatals, and the private sector is increasing its share in the economy.,

2. The Private Sector in the Mauritanian Economy

The private sector plays a very important role in the Mauritanian economy.
Exhibit I-1 attempts to quantify its importance and shows that private enterprises
produce 62.5% of the country's value added and generate 71% of total employment.
These aggregate figures conceal disparities in the sectoral importance of the
private sector. Privately owned and controlled units produce 87% of the value
added of the primary sector (livestock, agriculture and fishing) but only 43% and
53% of the value added of the secondary and tertiary sectors respectively, (mining
industries and seirvices).

The total number of private enterprise members uf the Emnloyer's Organization
(C.G.E.M,) is increasing as shown in Exhibit I-5. This number is currently nearly
200 enterprises up from 165 in 1983, a 20% increase in 3 years. On the other
hand, the total number of public and parastatal enterprises is decreasing as shown
in Exhibit I-3. Public organizations are down from a peak of 46 in 1983 to 39 at
the end of 1985. This i{s due to the divestiture of a number of public enter-
prises, reflected in Exhibit I-12, Exhibit I-4 shows the evolution of the number
of private enterprises in these two sectors has increased from 17 in each sector
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in 1981 to 38 and 29 at present for the fishing and industrial sectors respective=
ly. The number of private enterprises in the fisheries sector has more than
doubled in 5 years while the number of private industrial enterprises has in-
creased by 70% over the same period. .

3. Sectoral Composition of the Private Sector

(1) Agriculture and livestock

The Tivestock subsector which represents 23.7% of the nation's Gross Domestic
Product (Exhibit I-2) has remained totally privately owned and controlled. Des-
pite the repeated droughts this cubsector has made adjustments to the new climatic
conditions. :

Owners have moved their herds of camels, cows, sheep and goats to neighboring
countries (Senegal, Mali) and have turned to the use of animal feeds and to a
more intensive exploitation of the livestock. Poultry farms have been created
around Nouakchott and other cities where a market exists.,

The only public sector enterprise in the livestock subsector is SOMECOB - a live-
stock marketing company - which was created in the seventies and which is not
operating at the present time. The traditional rain-fed, flood-recession, and
oases types of agricultures, although severly affected by the drought, have re-
mained private sector activities. On the other hand, irrigated agriculture in
the Senegal River Valley has been developed by public initiatives although the
private sector is moving rapidly to this subsector. Private irrigation perimeters
are being developed along the Senegal River and the perimeters developed by
public initiatives are cultivated by private cooperatives under public super-
vision. The private share of the agriculture subsector is estimated to be 60%,

Private agriculture and Tlivestock activities are carried out mainly by individ-
uals, families and cooperatives. A few modern private enterprises have been re-
cently created to develop and axploit irrigated perimeters in the Senegal River
Valley.

(2) Fisheries

The fisk-ries sector is composed of three distinct suhsectnrs: "artisanal"
river ~ud coastal fishing, high seas fishing, and commercial fish processing.
The private sector share of fish production value-added represents 60%, while its
share of fish processing value-added represents 37.5%.

"Artisanal" fishing is almost exclusively a private sector activity. Individual
fishermen or cooperatives of fishermen using traditional wooden boats, and in-
creasingly small polyester glass reinforced boats, dominate this activity. A
private enterprise called SPPAM in which the government 1is a minority share-
holder was created in 1983 to commercialize the artisanal fish catch in the
internal market and to supply the fishermen with boats, engines, nets and other
supplies. High sea fishing is divided into "pelagic" or shallow-sea fishing
dominated by Eastern Bloc fleet fishing in the framework of joint ventures with
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the government, and deep sea fishing where the national private sector has a
large share. The fish processing subsector is dominated by joint ventures bhet-
ween the govenment of Mauritania and other governments. The private sector is,
however, present in this subsector and controls three fish processing plants out
of the existing eight plants.

The 1ist of private enterprises in the fishing sector is given in Exhibit 1-6, and
the list of fishing cooperatives is summarized in Exhibit I-7.

(3) Manufacturing industries

The manufacturing industries subsector is dominated by privately owned and oper-
ated enterprises. Many small and medium scale import substitution industrial
units producing goods for the internal market have been created the in last ten
years. Out of 32 industrial units in operation only 3 are parastastals. The 29
other units are owned and controlied hy the private sector.

The 1ist of private industrial enterprises is provided in Exhibit -8,

(4) Mining

The mining sector is still exclusively in public nands. The heavy investments
needed and the level of skills required exclude for the time being private sector
initiative in this segment. There may exist, however, future poscibilities for
private sector entry into certain of the less capital intensive mining operations
as the Government's disinvestment and privatization policies and programs bhecome
clear. '

(5) Trade and transport

There are several public enterprises in this sector - SOMINEX, Air Mauritania,
OPT, PHARMARIM, SMCPP, STPN, EMN AND PAN, which are respectively an import
company for essential consumer goods (rice, sugar and tea), the national air
line, the postal service, drug import company, a petroleum products import and
distribution company, a bus company and two port authorities in Nouakchott and
Nouadhibou. A1l other commercial and transport activities are privately owned
and controlled.

The private sector is, however, a minority share holder in SONIMEX and Air Mauri-
tania. PHARMARIM lost its monopoly for drug import and distribution in 1984 with
the private sector moving in quickly to establish outlets. STPN lost its monopoly
for bus operations in 1986, and SMCPP, which imports petroleum products with Mobil
011 and British Petroleum, is giving up petroleum products distribution to the
private sector. The private sector currently controls 80% of trade and transport.

(6) Banking and other services

The private sector was a minority shareholder in the banking services segment from
1973 to 1985. In 1985 one of the existing 7 banks (BMAA) was privatized. A new
private hank (BAMIS) was created in 1985, Two out of the seven existing banks,
therefore, are at present privately owned an¢ managed. The Central Bank, however,
holds minority shares in bhoth banks. The Government has indicated that it plans
to privatize at least three of the remaining commercial banks during 1986.
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Insurance services are still a state monopoly operated by SMAR, Health and
education services are no longer a state monopoly; the private sector has been
authorized to provide such services since 1983 and several private schools and
physician consulting-rooms have opened their doors. ' '

(7) Construction and public works

The construction and public works sector is almost completely owned and operated
by privately owned enterprises. Exceptionally, there is one public firm that
specializes in low income housing construction (SOCOGIM).,  About 20 private
enterprises of which 6 are economically important generate more than 94% of the
value added of this sector.

(8) Handicrafts and the informal sector

Handicrafts and the informal sector are wholly the domain of the private sector.
They are often overlooked in economic analysis because of the lack of information
on such activities.

An unpublished survey carried out in August 1985 by the Statistics Direction of
the Ministry of Economy and Finance shows the importance of this sector. In
Nouakchott alone 12,000 units generating nearly 30,000 jobs produce all kinds of
goods and services, All are privately owned and controlled.

These informal ecoromic units consist of maintenance and repair shops, leather
goods and jewelry fabrication, cloth dyeing, bakeries, small fleour mills,
restaurants, typing services, barber shops, rug weaving, furniture fabrication,
wood and metal workshops, retail stores, and a variety of similar small and micro
businesses. The type and rumber of these units is given in Exhibit I-10.

4., Private Sector Profiles

Lists of all private sector enterprises in the industrial and fisheries sector,
as well as a list of all the other private enterprises which are members of

C.G.E.M., are given in Exhibits I-8, 6, and 9 respectively.

Profiles giving basic information have heen prepared for 21 private enterprises
(Exhibit I-13) of which 3 are in multiple activities, 4 are in fisheries and 14
in the industrial sector, These profiles provide summary data on a representative
sample of private sector companies whose service executives were interviewed by the
survey team.

5. Major Public Sector Commercial, Industrial and Service Companies

It has been estimated that public and parastal enterprises contribute 20% to GDP
and employ 25% of the labor force of the modern sector. The parapublic sector
includes 22 industrial and commercial enterprises, 24 joint ventures with foreign
governments and the private sector, in 6 of which the government is a minority
share-holder, and 56 decentralized services in administration, research and
education.
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The 1ist of the public industriul and commercial enterprises and the jnint ven-
tures is c¢iven in Exhibit 11,

During the two years 1984 and 1985 the governmeni, has divested 10 public enter-
prises as shown in Exhibit 12, and at least 3 other public enterprises are to be
divested by the end of 1986.

Profiles giving basic information have bheen prepared for the five major public
enterprises. '

6. Conclusion

The private sector controls a large increasing share of tne Mauritanian economy.
The Government has ceased the creatiun of public enterprises and is currently
engaged in a rehabilitation program for th2 public sector which includes divesii-
ture of some of the existing public enterprises. Ten public enterprises have
been divested since 1983, On tne other hand, the number of private enterprises
has been increasing at an annual rate of 7% in the period 1983-19%6, while the
number of private enterprises in the fisheries and industrial sectors has been
increasing at an annual rate of 15% and 11% respectively for the period 19Y81-1986,
The private sector totally controls livestock production and the traditiocnal
rainfed, flood recession, and aases agriculture, as well as an increasing share
of the irrigated agriculture in the Senegal River Valley. Artisanai fishing and
botcomfish Tishing using freezer trawler vessels are predominantly private sector
activities. The private sector has also a respectable share in fish processing
and pelagic fishing. Small scale industries and construction and public works
enterprises as well as handicrafts and informal activities are almost exclusively
private.

While the private sector is still absent from the mining sector, it controls a
large share ¢f trade, transport, and services sectors.



EXHIBIT I-1

ESTIMATED SHARE OF PRIYVATS SECTOR

IN NATIONAL ECONOMY QF MAURITANIA

SECTORS VALUE ATDED 1985 EMPLOYMENT 1985
(MILLION UM+ (NQQ )=~
TOTAL ESTIMATED TOTAL ESTIMATED
FRIVATE PRIVATE
SECTOR SECTOR
SHARE SHARE
Primary Sector 16,338 14,255 315 275
Agriculture 1,233 768
Livestock 10,909 10,909
Fishing 4,196 2,518
Secondary Sector 12,078 5,233 39 17
Mining 5,975 0
Fish Processing 924 347
Other Industries
and Haundicraft 1,803 1,713
Construction,
¥ublic Works 3,376 3,173
Tertiary Sector 17,601 3.3009 131 53
Transpcrt and _—— __—
Communications 3,881 3,105
‘Trade and non-
Government
Services 7,755 5,204
Governmant
Services 5,965 0
TOTAL 46,017 28,797 485 345
PERCENT % 100% 62.5% 100% 718

* For estimating private

cector share of value added the public

sector share of value added has been substracted from total

value added.

** For estimating private

sector share of employment, it has been

assumed that within each sector, employment is proportional to

value added. This is equivalent =0 assuming the value added/

labor ratio to be the same in private and public enterprises.
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BY SECTOR OF ORIGIN

(1976-1985)

{(CURRENT PRICES MILLION UM)

EXHIBIT I-2

SECTOR 1976 1977 1978 1879 1980 1983 1984 l9gs
PRIMLRY SEZTOR €,023! 6,556 7.,1%8) 27,8111 9,285 13,335!113,88¢
: Agriculzire 698 824 822 11,2841 1,481 872 971
| Livestocw 4,674 5,044 5,459 6,305] 7,116 9,078| 2,603
Fisnina 651 685 337 222 688 3,085 3,312
SECONDARY
SECTOR 7,163 6,688 6,002( 7,916 7,941 8,188]10,930
Mining 4,522 3,707 2,706 4,223 3,523 3,852) 5,616
Fish Proces-
sing 231 271 3eg 454 610 761 7269
Othear Indus-
tries and
Handicraft 837 1,009 1,052 1,310 1,494 1,351 1,543
Censtruction
Public
Works 1,573 1,700 1,925 1,929 2,314 2,224 3,042
TERTIARY
SECTOR 7,963 9,185 9,5877111,731} 13,233 17,346115,782
Transport &
Conmgnuni~
cation 1,368 1,742 2,010 2,392 2,609 3,454 3,432
Trade and
Other non-
Government
Services 3,959 4,280 5,262| 5,610 6,390 7,883 €,802
Gevernment
Services 2,636 3,163 2,705| 3,429 4,334 6,009 5,547
GDP(at FACTOR
COST) 21,149122,429 217127,458! 30,559 38,569|40,508
Taxes -
Subsidies 2,461 2,217 ,9151 2,100 1,996 4,4951 5,470
GDP at CUR- 31,610124,646 ,132129,558 ] 32,555 41,064 146,068

" RENT MER-

vLoi ..n.S
e e e e .




SOURCEg,

BCM,
IBRD,

MEF,

IBRD,

EXHIBITS I-1 AND 2

Rapport Annuel 1985, 1986

Rapport d'Evaluation, Republigue Islamique
de_Mauritanie. EntTprises Putliques: Projet
d'Assistance er de Réhabilitat:icn. Racport
N° 5193-MAU, 1985

Note sur les Entreprises Publiques en
Mauritanie, 1584

ISLAMIC Republic of Mauritania Country
Economic Memorandum, 1985




-9- EXEIBIT I-3

EVOLUTION OF THE NUMBER OF MAURITANIAN PUBLIC AND STATE
CONTROLLED PARASTAT ENTERPRISES *

Enterprises

RPN
poe e €

) S

Parastatal

l11ed

and State Contro

Number

'y

.-f-....::_____;.____ [T

P T

T T

Total

g5 86 .

1 " U

72 ; i 75

— .
- —Only state—contrplleh —Sbéietes~d Economxe<H1xte (SEM)" .and -
"F‘n+§-nnrj ses' 'Dn’h'l igu gs il (:P_EBI'!:C.EE—J ndn.s..u.e_L_z-L_Com:ne:czaJ_
_._HIEPICJ__haye hppn cnhqidaﬁéﬁ”lﬂlthxd gxhibx:,“_En:reprlse= i ”j
—_Pub ; ssionel (EPAP)M
I and enterpnaesxhgm_rmmmx__a_mmomtv. shareholder ¥

and wblch are prhvutelv hananealhnve ‘not _besn considered, _ _ __ _

l X

'SOURCE: MEF, Cellv‘e de Réhabi}litatlon des Entrnprlses Purlans
unpubllfhnd information on the publlc :ector, 1966
S RN ot R v -

CANADA N= £310



T SXHISIT I-4

EVOLUTION OF THE NUMBER OF MAURITA...AN PRIVATE
EuLERPRISES IN FISHING AMD INDICTRIA] SECTORS
"i. . ! ................. AR ]i_ K l

et 2lill,

. i B Lo
! i i d
‘ : 1 H :
i Private! Enterprises
RN i et RS N o
I : rivate Enterprises

R AR B

da

g _and Industry

fpeeypocs!

I

rprises in Fishin

Total Number of Private Ente
RS =

L¥wina i a510 19705 1980 1985 1986 : v cw


http:MAURITA.,.AN

s'Orqanjzation)
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ate lnterprises Member of CGEM (Fmplo

Humber of Priv
o

Tetal

~11- EXHIBIT 1-
EVOLUTICN OF THE NUMBER OF MAURITANIAN PRIVATE
ENTERPRISE MEMBERSOF CGEM

.|
!
. . . 1
P R |
T i [
85 86

T TR MR L. . S

I ERTINETS I i . |
Sources for Ex}ubﬁ : & R —12

-_ W.T_T:. .

l

! X
U“DUbllbnéC J.EIDI

==
_Fir«:

Lot i 1. - -
. i '
L i

CANADA N© 4510 DN Ty



-12~ EXHIBIT I-6

PRIVATE FISHING AND FISH PROCESSING ENTERPRISES
MAURITANIA, 1986¢

PRIVATE PISHING EXTERPRISES

NUMBER OF FISHING
NAME VESSELS OWNED

SMAIP

ARDALLAHI o/ BENNA

BAMBA o/ SIDIBADI

DAH oé DEIDA

ETS. MOHAMED o/ MARCOU
MOULAYE ABBASS

gOgAgED MAHMOUD o/ EBNOU
MOHAMED o/ BOBA

SOMACOP

COPAM
MAHANOVA
. SOMATIG 1
AHMED SALEM o/ BOUNA MOKHTAR
PARIMC

" BUKE, ag.azpt shen
sgpons

FEZTEN o/ MOULAYE
BAHAIDA o/ CHEIKH SAAD BOUM
COMAR

CAP
SAP E.M.G.

MOHAMED o/ OUBEID
TALEB BOUYA

AZI2I o/ ELMAMY

RIMO PECHE

MOHAMED o/ XHAYAR
gggﬁouo o/ KHOUEIRINA

LN OO O JAUN D LINY = OO D IOV B LN OO B ~J AU I LI —
1~ RO 2 2 =t RO = RO D R A L 1 LD 1~ 1~ R £ UN = N b= = N bt s Sa

[WVIVWIWTVIW] STNTSTNY N NY NT R Y N N Sy ST Sy S D s e

~J
©

SUB TOTAL

PRIVATE FISH PROCESSING PLANTS

35. SIPECO One fishing vessel; 50 Tons per day
freezing capagity; 2,000 Tons cold
storage capacity

36. COMACOPP 80 Tons per day freczing capagity;
8,000 Tons cold storage capacity

* This exhibit does not take into consideration joint ventures
where the state is a minority sharaholder esven though they
are privately managed (see Exhibit 11V¥

SOURCE: FIAP, Circonscription Maritime de Nouadhibou,
unpublished information, 1986
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EXHIBIT I-7

MAURITANIAN ARTISANAL FISHING

AND FISH TRADING COOPERPATIVES

NAME OF ORGANIZATION LOCATION
1. Cooperative TIMERIS - Nouadhibou Nouadhibou
2. Groupemert Precooperatif des Pécheurs de NOUAKCHOTT|Nouakchott
3, ] " . " * CAP BLANC |Nouadhibou
4. " " " " " MHAIJRAT Nouakchott
5. " " " " " BLEWAKR/
LEMCID Nouakchott
6 " - " " " TABRAK Keur Macene
7. " " " " " AWATIL Keur Hacene
a . L] L] L] L] »n FOUM
GLEITA |Baghé
FISH TRADING COOFPERATIVES
!
NAME OF OKRGANIZATION LOCATION
‘9, Groupement Precooperatif des Marayeurs KAEDI I
10. . " ' " " KAEDI II
11. " " " " BOGHE 1
12. " " " " BOGHE II
12, " " " " SELIBABY
14. " " " " M'BAGNE
l 5 . 1] " - L] L] ATAR
16. " " " " ACRAGORE (BRAKNA)
17. " " " " BABABE
!

SOURCE: MPEM, Direction de la Péche Artisanale

unpublished information, 1986
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MAURITANIAN PRIVATE INDUSTRIAL ENTERPRISES

EXHIBIT I-8

IN CPERATION*, 1986

COMPANY NAME

PRODUCT

—
O VOV &w N
* s e s+ 4 a2 4 .

[
N
.

13.

lqg,
15,
l6.

17.
la.
19,
20.
21.
22.

23.
24.

29.
26
27.
28.

MIE. SA

SIPE CARTON

SOMIGEM

SDIC

FAMO -MAUSITAKIE

SMCI

RECOGIM

SOBOMA

SOMAN

COGITREM

MAPROMA

IBS

TOLERIE ABDALLAH
ET FRERES

COMAF

SOMIC

CIMENT DE
MAURITANIE

ARM

RECOM

SABA

SOMEB

SOMIPEX

ETABLISSEMENT
DRAME ET FRERES

SIRCA

CIPROCHIMIE ET
COMPAGNIE

SLAM

SQMADERE

ITC

SMGI

Blanket weaving
Card Board Production

Socap Production
Plastic Bags and Pipes Production

Pasta Production

Paint Production

Sponge Production

Soft Drinks Production

Metal Sheet Dishes Production
Candy Producticn

Beauty Products Production
Biscuits Production

Metal Sheet Works
Office Supplies Production
Sandal and Leather Shoe Production

Cement Packing Factory
Machine Shop

Machine Shop

Car Batteries Production
Mineral Water Production
Fences Production

Leather Shoe Production
Tiles Production

Pesticides Production
Dairy Plant
Animal Feed Production

Ceramic Sanitary Products
Oxygen and Acetylen Production’

* This list includes only private industrial enterprises that are
operational or expected to be operational in 1986

SOURCE: CGEM, List of member enterprises, 1986




-15-
ALL OTHER _PRIVATE SECTOR MAURITANIAN

EXHIBIT I-9A

ENTERPRISE MEMBERZOF C.G.E.M., 1986

GENERAL TRADE: IMPORTERS, DISTRIBUTORS, WHOLESALERS

SOCOMETAL
SNMPR (FIAT)

SLIM

ETS. JOUMANI OULD HAMDI

SOMAREM

ETS. ABDALLAI OULC NOUEIGUEDH
ETS. HAIMOUDA OULD MOHAMED FADEL
ETS. ABDALLAHI OULD ABDALLAHI
S.4.G.B.

SIRCOMA

ETS. AHMED CHERIF OULD MOURTADA
ETS. MOHAMED ABDERRAHMANE OULD OUMAR
SOGEMAC

ETS. SID'RHMED OULD HBIB

ETS. MOUNIR

SOGEM

COMEQUIP (ex-SIEMI)

ETS. MOHAMED OULD MOHAMED EL HADI
SOKIMET

SOMOCOR TM

ETS. ABDOU MAHAM

ETS. TEWFIK

ETS. SEJEAN

ETS. SIDI MOHAMED OULD ZEIDANE
ETS. SAKALY MELATNINE

ETS. BOUYA FRERES

ETS. MOHAMED SALEM OULD MOHAMED MAHMOUD
ETS. HAMAD DAHI

PAPETERIE DE L'ETOILE

IMPRIMERIE MUTUELLE

ELEMEL

NOSOMACI

BOUDIA FADEL

ETS. MOULAYE OULD ABASS

COMEDIS

ETS. GEHA

ETS. MAEMOUD KAOUCHEIN -
B.P.

ETS. GEORGES NASSER

AU POUSSIN

SORECOM

ETS. YEDALI OULD ABDALLAHI
ETS. SAKALY ABDEL HAYE
ETS. MAHMOUD OULD JOULY



16.
47.
48.
49,
50.
51,
52.

53

54.

55

56.

57

58.
59.

60.

61.
62.

63.
64.
65.

66

67.
68.
69.
70.
71.
72.
73.
74.

75.
76.
77.
78.
79.

80
81
82

83.
84,
85.
86.
87.
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ETS. EL HACEN OULD AHMEDOU

SIME

GRALICOMA

SOMAT

ETS. SIDINA OULD BERQU

MOHAMED AHMED OULD ALY OULD EL HADJ EL MOKTAR
ETABLISSEMEINT MOHAMED LEMINE OULD EL MAMY
SOMACOGIR

ARIDIS

CEM

S.M.P.C.

GROUPEMENT COMMERCIAL

IMPRIMERIE DU MAGHREB

ETS. MOHAMED LEMINE OULD BRAHIM SALEM

CONSTRUCTION AND PUBLIC WORKS

E.C.T.
E.G.B.

PEREVET

SOMACO. TP

E.R.B.

EMAPE. 7P

ECOMA. TP

SOMA. TP

ETS. MAREIGA

ETS. BECHJR OULD BEZEID
SOTRAF

SAADA

STR

ETS. MOHAMED OULD JEDDEMOU
ETS. BRAHIM OULD GHADOUR

SERVICES

SOGECO
SOMAVOT

MCI
SOGAPRESS
AMVT

ARASCO
VOTRA
SOPRAGE

MGH

HOTEL ADRAR
ARAF CONSULT

ATCM
HOTEL EL AHMEDI

EXIBIT I-9B
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TRANSPOKT

MOHAMED ABDALLAHI OULD

89, NOSOHNATRAM

£8. ETS.
¢0. ETS.
€1. ETS.
€2. ETS.
93, ETS,
94, ETS.
95. ETS.
9¢. ETS.
97. ETS,
96. ETS.
99. ETS.
100. ETS.
101. ETS.
102. ETS.
103. ETS.
104. ETS.
105. ETS.
106. ETS.

OULD AMAR CHEINE
MOHAMED ABDALLAHI OULD
MOHAMED OULD ZEINE
MOHAMED LEMINE OULD EL
CHEIRHANI OULD YAHYA
BECHIR OULD WEDADY
EZIZI OULD EL MAMY

SCW DEINA

BABLYE OULD ELY SALEM
MOHAMED OULD MARCOU
MOHAMED EL MOKTAR OULD
MOHAMED EL HAFEDR OULD
MOHAMED ABDALLAHI OULD
AHHMED OULD DAH HANCHI
AHMED OULD HABOTT
BRAHIM OULD DAHMANE

IDOUMOU OULD KHANTAR

EL MOKTAR

EL BAH

BECHIR

KBDI
MOUJTABA
EL MOUSTAPHA

FISHING RELATED SERWVICZS (SKIF C EALDLER

AND OTHKER

SERVICES)

107. COSONAV
106. MANUPORT

109. MATEMA

110. MAOA

111. ETS. COUNDIO
112. SARIM

113, SOMARCO
114. REPASER
115, SOMARITIR

116. MAR
117. MAUMAK
118. EMAR
119. SMC
120. SNPA
121, MPC
122. ARASCO
123. CAP
.24. SOREM KIMA
i2%. STCR
126. SIGP
127, CAM

12E. NAVAL APPRO

(1]

IURCE: CGEM, List of Member Enterprises, 1986

EXHIBIT I-9C




~-18-~

EXHIBIT I-10

INFORMAL SECTOR ACTIVITIES IN AND ARQUND NOUAKCHOTT, MAURITANIA - 1985

TYPE NUMBER
HANDICRAFT AND ARTISANAL ACTIVITIES
1. Tailor shops 1,156
2. Weaving S
3. Leather goods 102
4. Clothes dyeing 2
5. Wood and metal work shops 199
6. Rugs weaving 21
7. Jewelry 320
8. Butchers 368
9. Small flour mill shops 135
i%,. Bakeries 43
SUB TOTAL 2,401
INFORMAL SERVICES
11. Public "Hammanm" 5
12. Typing services 22
13. Music shops 27
14, Laundry cleaning 486
15. Photograph studios 37
16. Restaurantg 337
17. Barber shops 98
18. Movie theaters 6 -
19. Refrigerators and air conditioning
repair shops 16
20. Car rental and driving schools 21
21. TV, radio and watches repair shops 152
22. Plumber shops 4
23. House renting agencies 4
24. Lawyer cabinets and private medical services 26
25. House building shops 2
26. Car repair shops 296
27. Drug stores 18
28. Cement blocs producing units 29
SUB TOTAL 1,586
RETAILERS
29. All types of retailar stores 8,486
TOTAL ALL ACTIVITIES 12,473

SOURCE: MEF, Direction de la Statistique et de la Comptabilité
Unpublished survey of the informal sactor in MNouakchott,

1985.



INDUSTRIAL AKD COMMERCIAL PUBLIC

AND MIXED ECONOMY COMPANIES (SEM} - 1986

1. "EN'X‘REEISES PUBLI_QUES A CI\RI‘\CTE{'E INDUSTRIEL ET COMMERCIAL (EPIC)™

S ——

NAME

l. Agence Mauritanienne de Presse
(AMP)

‘*?T—nqence‘pbur‘ra—sé¢urrté—aa-j
Navigation en Afrique (ASECNA}

EXHIBIT L-11A

ENTERPRISES (EP1C)

SECTOR OF
ACTIVITY

PELCENT OF
CAYITAL OWNED
BY STATE IN 1984

COMMEN'TS

Informations,

Will remain pubtic

news media 100
1 Mavigation ico

security

wil}>;;main publiec

3. Etablissement Maritime de
Nouakchott (gMMN)

4. Ensemble National Artistique de

Nouakchott port 106
autherity

Management may be
privatized

Management may be

Public

public works

s 2 Youth artistic lo0. T
+a Jeunesse (ENAJ) activities privatized
promotion
5. Laboratcire National de Travaux Constructions g 100
s

Will remain public

6. Ferme de M'Pourrier Irrigated 160 Prime candidate for
agriculture P privatization
7. Office Mavritanien des Oghafs Religious 100 Manac:itnt may be
(OMO) organization

privatized

8. Office Mauritanien de Recherche Mining research 100 Will remain public
Geologique (ORGHM) X

9. Office des Postes et Fost and reja- 100 Will remain public
Telecommunications (oPT) communicatjion :

10. Office de Radio et Television Nationa Tele- 160 Hill remain public
de Mauritanie (ORTM) Vision and radij«

. : N i ] Management may be
11 fsx§)AuLonome de Nouadhihbou RS?RQP!??“ Port 100 Privot zed

-.6’[.-
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EXHIBIT I-118

NAME

SECTOR OF
ACTIVITY

BY STATE
1986

PERCENT OF
CAPTTAL OWNED

N

COMMUNTS

4

Société de Transgort Public
e Mauritanie (STPN)

12. PHARMARIM Qrugs;impess and 100 Prime candidate for
1stributio privatization
13. Société Natjonale de Développement |Irrigated agri- 100 Some activities will
Rural (SONADER) culture be privatized
developments
14. Socxété Mationale d'zZau et Public utilijty 100 Hanagement may be
d'Electricité privatized
15. So¢ 1étf Mauritanienne de Commsrci- Petro]eum rod~ 100 Prime candidate for
alisation des Produits Pétrolxers ucts import and privatization
(SMCPP) distribution
16. Société Mauritanienne de Presse Printing and 160 Prime candidate for
et d°Impression {SMPI) editing privatiz.:~ion
17. Societé Maurxgan;enne Live stock 100 Candidate for
Commerce de Bétail (SOhELOH) Comme rcxalxzatxor liquidatiun
18. Société M?urltanxenne de Fish commercia- 100 Private sector inte-
Commercialisation de Polsson (SMCP lization rested. Government
) position not clear
19, Société Mauritanienne q°' Assurance |Insurance company 100 Candidate for
et de Réassurance (SMAR) privatizaction
20. fgﬁg? National de Développement Development bank 100 Will remain public
2]1. ?Sgﬂ?e Centrale de Mauritanije Central bank 100 Will remain public
22. Bus company 100 Prime Candidate fur

perBtlZdthll

_Oz_



2. MIXED ECONOMY COMPANIES -

STATE IS MAJORITY SHAREHOLDER

EXHIBIT 1-11C

I

SECTOR OF PERCENT OF
NAME CAPITAL OWNED C
- ACTIVITY RY STATE OMMENTS
L. AIR MAURITANIE (MR) National Air Ljne 60 Prime candidate for
privatization
—_— ] — L
2. AlgergMauritanienne de Péche Fishing sector <1 Joint venture with
(ALMAP) Algerian Government
3. anquc Mauritanienne pour le Commercial and 76 To be privatized
Développement et le Commerce ( BMDC) Development hank
4. Compagni¢ Maurjtanienne de Naviga- Shipping company 51 Joint venture with
tion Maritime {COMAUNAM) Algerian Government
5. Société Arabe Lybienne Mauritanien- Fishing sector 50 Joint venture with
ne de Ressources Maritimes Lybian Government
{SALIMAUREM)
6. Société& Mauritanimnne Lybienne nonr jRural development 51 Joint venture With
le Développement Agricole (SAMALIDA}sector Lyhian Government
7. Société Arabe des Industries Gypsum and other 5] Joint venture with
Métallurgiques (SAMIA) minerals . Kuwait Government
transformation
8. Société Arabe des Miner de Copper mining 5¢C Joint venture with
1'Inchirie (SAMIN) company Arab public investors
9. Sgcidté Irako-Mauritanienne de Fishing sector s+ 55 Joini venture with
Peche Iraq Government
10. Société Mauritanienne de Transit et{Shipping 52.5 Privately managed
‘Accomodage SAMMA)
11. gﬁé?té Mauritanienne de Hhanque Commercial bank 5% To be privatized
12. Société Nationale Industrielle et Iron ore mining 70.9 Will remain public
Miniére (SNIM) Company
13. Société de Construction et de Low income 83.2 Will remain public
Gestion Immobiliere {SOCOGIM) housing company
14. Société Nationale d']mnortatinn Essential consu- 69 Prime candidate
et d'Exportation (SONI EX) mer qoods import for privatization

_IZ—



EXHIBIT 1-11D

2. MIXED ECOHNOMY COMEFANTEg(continued)

NAME SECTOR OF PERCENT OF COMMENTS
ACTIVITY CAPITAL OWNED
BY STATE

15. Banque Internationale pour 1ga Commercial bank 70 To be privatized
Mauritanie (BTHA)

16. Société Mauritanienne Sugar cubes 73 May he privatized
d'Industrie du sucre (SOMIS) production

17. Société Mauritanienne Fishing sector 51 Joint venture .
Soviétique de Péche (MOUSSOV) between Mauritania

and Soviet Union

3. MIXED ECONOMY COMPANIES - STATE IS MINORITY SHAREHOLDER

NAME SECTOR OF PERCENT OF COMMENTS
ACTIVITY CAPITAL OWNED
BY STATE
18 Air Afrique (RK) African Air line 7
19. SQciétf Mauritano-Roumaine de rishing sector 15 Joint venture with
Peche (STMAR) Roumanian Govern-
-~ ment and national
private investors
20. Tag;itano—Scandinave de Peche Fishing sector 42 To be liguidated
M
21.'Socifté des Friﬂori iques de Fishing sector 35.8 Privately controlled
Mauritanie (SOFRIMA
22, Socjété ?e Promotiqh de la PéchelArtisanal fishing 35 Privately controlled
Artisansle en Mauritanie
(sppaM) _—
23, Sogiété Hauri?anienne Fishing sector 11 Privately controlled
Frigorifique (SMEF) |

S0URCE: MEF, Cellule de Réhabilitation des Entreprises Publiques,
unpublished informations on the public sector, 1986

_zz-
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EYHIBIT I-12

LIST OF DIVESTL) PUBLIC ENTERPRISES

ro

10.

BMA/: Bangue Mauritanienne Arabe Africaine. Commercial Bank
. Tral 7 of Mauritania holds

|19 . o
0% of the shares of the Bank.

CNEA: Centre National des Energies Alternatives. Nationa.

T )] S,

MAFCO: Mauritanienne de Frigorifiguas et de Conservation., A
TITN proLe551nghp1ant.LeaSEU TnTIY8Y TO & privare

company, which e state holds 11t »f the shares,
ONC: OFFICE NATIONAL DE CINEMAé4Motion piccure distribution
wpdlly . . a e -

OTM: Office du Tapis Mauritanien. Rug weaving center taken
T UVEY BY FRD IIT IYBS TO D& Yehabilitaded and privatized

SNC: Société Nationale de Confection. Garment factory taken
- A ¥5 TO D& Yr&nabilitated and privatized.

0C0C: Office du Complexe Olym igue, STort complex turned
TVEY"TO The ToCul CGmmUEIEY in 1984
SOMIR: Société Mauritanienne 3'Inductrie de Raffinage.
R ; ! s ] TIHE??‘has
been leaced to the Algerian Government.

S.M.T.H.: Société Mauritanienne de Tourisme =t d'Hotellerie.

[ i 0 Y %3

SOMACAT: Société Mauritanienre de Connaissement d'Aconnace
EYTER WwIT

Wi o N i 4 JC2

c — [ v

SOURCE: MEF, Cellule de Réhabilitation des Entreprises Publiques,

bnpublished informationg on the public sector, 1986
N 1]
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NAME OF ENTERPRISE

OWNERSHIP:

SECTOR OF ACTIVIT

LOCATION:

YEAR OF CREATION:

NUMBER OF EMPLOVEES:

PRIVATE SECTOF PEOFILE

SALZES:

GROSS PROFIT:

ASSETS:

PROBLEMS ¢

ETABLISSEZMENT MOHAMED ABCALLAHI

o/ ABCALLAMI

Totally owned by Mr. Mohamed
Abdallahi o/ Abdallahi

General trade and transport
Wholesale

Mercedes dealer

0O O 0 o

Agricultural inputs and
eguipment imporcter
o Shareholder in many industrial,

fishirn¢ and construction companies
Nouakchott
The 196C's
132

1985: Declared 470 Million ougquivya,
US s 6.5 Million. Actual sales higher

than this figur~

Not available but estimated at
120 Million ouguiya (1.7 Million. Sus)

Estimated at 1,000 Million ouguiya,

$ US 13.9 Million

o Delays in imports operations due to
lack of haré currencies, inefficient
bureaucracy, etc..

o Kigh level of taxation (customs and

revenue caxss)
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10.

NAME OF COMPANY:

OWNERSKEIP:

SECTOR OF ACTIVITY:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

NUMBER OF EMPLOYEES:

SALES:

GROSS PROFIT:

PROBLEMS:

-25-

PRIVATE SECTOR PROFILE 2

SIRCOMA: SOCIETE D'INDUSTRIE DE
REPRESENTATION ET DE CONETRUCTION
DE MAURITANIE

Private sector Limited Liability Share

holding company with 3 shareholders

o Building materials imports
o Wholeszle distribuction

Nouakchott - El Mina

1973

Mohamed Seleh o/ Abdallah:

22

1985: 180 Million UM, US S 2.5 Millicn
36 Million UM, US S 0.5 Million

o Price control

o Government bureaucracy

o Freguent changes in regulations
o Delays in foreign exchange transfers
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11.

12.

NAME CF COMPANY:

OWNERSHIP:

SECTOP OF ACTIVITY:

LOCATION:

KEY EXECUTIVE:

YEAR OF CREATION:

PRODUCTION CAPACITY:

NUMBER OF EMPLOYEES:

SALES:

GROSS PROFIT:

PROBLEMS:

PRIVATE SECTO?

~26-

PECME AFMEMONT INDUETHIR

PARIMCO:

MACRITAN

™M

NNE IT CONSIGNATICN

3

Private Sector Limited Liabilitw Share

Holding Company. 7 shareholders

Deep sea f£ishinc usina freezinc

trawinr.vesaelg
Nouadhibou

Ahmed o/ Sidi Baba
198¢0

3000 to 3500 Torns of fish per year

which

Approximately US S 2.8

Million cf
US $ 0.5 Millicn in eguity and US § 2.C

Million in suppliers credits
125
1985, Approximately US § 5 Millicn

Not available

o Lack of skilled Mauritanian fisherme:.

o High cost of Korean crews

¢ High cost of ship repairing due to lack

of repair facility in Nouadhibou
o Fishing trawlers were boucht second
hand anéd reed to be replaced.
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KAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

PRODUCTION CAPACITY:

INVESTMENT:

KUMBZR

or

EMPLOYEES:

SAL

1
1G]

GRCES

PROBLEMS :

PROFIT:

-27-

PRIVATE SECTOR PROFILT 4

COMACOP: COMPAGNIE MAURITANC-C ELENNE
DE PECHE

Fishing and f:ish prccescing

Pricate sector lLimited Liakil:izy sghare-
holding company with 7 shareho.Zers
Nouadhibou

1984

Freezing cacacity: 80 Tons per Zay
Cold storage capacity: B000 Tons

Ice production capacity: 70 Tons per day

O O 0O o

Ten small wooden boats

US $ 10 Million of which US § 3 Milljon
in equity and US § 7 Millicn in suppliers

credits
120

1985: Approximately 210 Millicrn UM,
US § 3 Million

Not available

o Develop a fleet of small fishing
boats to reach a higher level of
plant capacity utilization

o Diversify activity towards fish
transformation

o Relief from high electricity rates
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10.

11.
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PRIVATE SECTOR PROFILE 5

NAME OF COMPANY: SIPECO. SA: SOCIETE DES [NDUSTFIES DE
PECHE ET DE CONSIGLATION

SECTCR OF ACTIVITY: Fishing and fish processing

OWNZRSHIP: Private Sectcr Limited Liabilizy
Shareholding Company with 10 share-

holders
LOCATION: Rouadhibou
YEAR OF CPEATION: 1982

PRODUCTION CAPACITY: o Freezing capacity : 20 Tons per 8 hours
o Cold storage capacity: 2,000 Tons

Ice production capacity: 30 Tons
per day

O One fishing boat

INVESTMENT: US § 5 Million of which US $ 1.3
Million in equity and US S 3.7 Million

in supplier's credit

NUMBER2 QF EZIMPLOVYEES: 65

SALES: 1985: Bstimat=dé at 110 Million UM
US $ 1.5 Million

GROSS PROFIT: " Not available
PROBLEMS: © Invest in fiching vessels to increase

plant capacity utilization
o Biversify activity towards fish
transformation
o Relief from very high electricity rates
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PRIVATE SECTOF PROFILE 6

SAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

INVESTMENT PROGRAM:

PRODUCTION CAPACITY,

S2LES:

GROSS PROFIT:

PROBLENMS:

SPPAM: SOCIETE POUF LA PROMQOTION
DE LF PECHE ARTISANALE EN MAURITAMNIE

© Artisaral fishinc/fish Aistritu~ior
in the internal market
o Fishinc hcats, ecuipments ard imclemant

import and distribution

Limited Liability Shareholding Compary
© Private sector £55%

O State 35t%

o Cooperatives of fishermen 10t

Nouakchott, Nouadhibou and other cities

inside the country

1983

Tijani Ber Al Houssein

700 Million UM, US S 10 Million of

whiech 100 Million eguity and 600

Million UM icrne term loan from

the Danish Government.

The investment program consists of:

© Fish freezinz and cold storage
complex ir houakchott

o0 Cold storage units inside the country

0 Refrigeratec trucks

© Polvester fiberglass reinforced

boat production
2000 Tons of £fish sold 198S
120 ¥Million UM in 1985

Not available

o Price regulazions
o Traininc cf fishermen and techrnicians
© Financing
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PRIVATE SECTOR PROFILE 7

NAME OF COMPANY:

BECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY. EXECUTIVE:

PRODUCTION CAPACITY:

INVESTMENT:

NUMBER OF EZMPLQYEES:

SALES:

PROBLEMS:

CIPPOCHIMIE., CCMPTCIR INDUSTRIEL of
PRODUITS CHIMIQUES ET D'ENTRETIEN

Pesticides, insecticides, and

detergents production

rivate Sector Lim:ted Liability
Shareholding Comparny with 3 share-

holders
Nouakchott
1975

Hadia Diagana

o Pesticidss and insecticides: !0, 00¢C
Tons per vear

© Detergents: €00 Tons per vear

B85 Million ouguiva, US § 1.2 Million
28

30 Million UM

© Internal market too small

© Lack of qualified workers
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11.

FAME OF COMPANY:

SECTCR OF ACTIVITY:

JOCATION

OWNERSHIF:

YEAR OF CREATION:

KEY EXECUTIVE:

-3]1~

PRIVATE SECTOR PROFILE 8

PRODUCTION CAPACITY:

SALES:
GROSS PROFIT:

PROBLEMS:

-

SOMIGEM: SOCIETE MAURITANIENNE

D'INDUSTRIE GENERALE DE MAUFITANIE
Scap production
Nouakchott - Cinquieme arrondissement

Private Sector Limited Liability

Shareholding Company with 3 shareholders
1981
Mohamed Ahmed o/ Hamoud

3,500 Tons of consumer soap products

per year

US § 2.5 Million of which US § 1
Million BMDC lcan plus suppliers

credits
Notr available
Not available

o Needs financing for working capital
and for extension
© Requires techrical assistance and

training
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PRIVATE SECTOR PROFILE §

NAME COF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP

LOCATIUN:

YEAR OF CREATION:

KEY EXECUTIVE:

FRODUCTION CAPACITY:

INVESTHMENT:

NUMBER QF EMPLOYEES:

SALES:
GROSS PROFIT:

PROBLEMS:

SDIC: SOCIETE POUF LE DEVELOPPEMENT
INDUSTRIEL ET COMMERCIAL

Plastic bags and pipes

Private Scctor Limited Liability
Shareholding Company. 7 shareholders.

Nouzkchott - Ksar

1981

Mohamed Lefdel oculd Bettah
1,€70 Tons per year

95 Million UM, US § 1.3 Million
25

1985: 120 Million UM

1885: 15 Million UM

"o Lack of qualified technicians

o Training of workers and svaff



10.

11.

12.

NAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

PRODUCTION CAPACITY:

-33-

PRIVATE SECTCR PROFILE 10

NUMBER OF EMPLOYEES:

INVESTXENT:

SALES:

GROSS PROFIT:

PROBLEMS::

SIPE - CARTON: SOCIETE IMNDUSTRIELLE
DE PRODUITS D'EMBALLAGE

Cardboard for packaging boxes

Private Sector Limited Liabilixy
Sharehcldinc Company with 3 ghareholders.

Nouakchott - Zone Foire

1976

Sidina ould Dbidi

25 to 30 Million boxes per year

30 to 45

90 Million UM, US S 1.2% Millior of

which 60 Million UM, FND and BMDC ioans

Estimated to be arouné 300 Million UM
at full capacity

Not available

o Technical assistance for eguipment
operation ané maintenance as well 2s
in the fields of management

© Training in same areas
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NAME OF COMPANY:

SECTCR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

PRODUCTION CAPACITY:

INVESTMENT:

NUMBER OF EMPLOYEES:

SALES:

GROSS PROFIT:

PROBLEMS:

PRIVATE SECTOR PROFILE ]

MIE.SA: MAURITANIAN INDUSTRIAL
ENTERPRISE

Blanket weaving

Limited Liability Shareholding Company.
BMDC: 70%
Private investors: 30%

Privately managed
Nouakchott, Zone du Wharf
1976

Ahmed éuld Die

200,000 blankets
3,000,000 plastic woven bags

104 Million UM, US § 1.44 Million

43

1985: 150,000 Millien, US § 2 Million
15 Million UM

o Financing for an extension

o Technical assistance
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NAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

PRODUCTION CAPACITY:

INVESTMENT:

NUMBER OF EMPLOYEESY

SALES:
GROSS PROFIT: .

PROBLEMS :

-35-

PRIVATE SECTOR PROFILE 12

FAMO. MAURITANIE

Flour milling and pasta production

Joint venture between private Mauritanian

and Morrocan shareholders 50%-50%
Nouakchott - Zone Foire

1981

Abeidy o/ Gharrabi

© Flour: 80,000 Tons per year

Not in operation due to market prices

for flour being less expensive than
wheat

© Pasta products: 6000 Tons per year

143 Millicn UM, US § 2 Million of
which 64 Million UM equity, US §
0.89% Million; US S 1.11 Million BMDZ

and other bank loans
65

1985: 250 Million UM

50 Million UM

© Needs financing for extension of
production capacity (80 Million UM)

© Lack of reliable information on
the local consumption and the locel

market
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PRIVATE SECTOR PROFILE 13

NAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

PRODUCTION CAPACITY:

INVESTMENT:

NUMBER OF EMPLOYEES:

SALES:

REVENUES :

PROBLEMS :

SOCIETE LAITIAIRE DE MAURITANIE ISLAM)

Agribusiness, milk factory from

concentrated milk powder

Private Sectocr Limited Liabilizy
Shareholding Company. 90% Mauritanian,

10% French, 7 shareholders

Nouakchott. Zone Wharf

1985
Bamba ould Sidi Badi

Starting test operation March 1986
Milk production: 10,000 1/day
Projection: 30,000 l/day ‘
Trying to arrange financing to obtain
additicnal equipment to raise
production to 50,000 l/day

Around US S S Million from which US §
700,000 was loaned by BMDC/FND

4 French technicians
96 local hires

506,000 UM per day currently

2 Million UM per day projected
10% profit on operation

© Management

o Import of raw product

o Training of local workers
O Sales distribution
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PRIVATE SECTOR FROFILE 14

NAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

PRODUCTION CAPACITY:

NUMBER OF EMPLQYEES:

INVESTMENT:

SALES:

GROSE PROFIT:

PROBLEMS:

COGITREM: COMPAGNIE GENERALE DES
INDUSTRIES DE TRANSFORMATION ET DE
REPRESENTATION DE MAURITANIE

Candy production

Private Sector Limited Liability
Shareholding Company with 7 shareholders.

Nouakchott - Zone Wharf

1982

Mohamed ould Bouamatou

1800 Tons per year of different types

of candies

34

51 Million UM, US S Q.7 Million of
which 15 Million UM equity ané 36
Million UM medium term loans from
FND and BMDC

Nct available

Not available

Illegal imports

High taxes

Poor or non-existant government services
Lack of trained personnel

Lack of qualifiacd techrnicians

O O o O 0o O

Needs for training
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PRIVATE SECTOR FROFILE 1[5

1. NAME OF COMPANY: IBS. SOCIETE INDUSTRIELLE DE BISCUITS

2. SECTOR OF ACTIVITY: Biscuit production
3. OWNERSHIP: Private Sector Limited Liability Share

Holding Company with 7 shareholders

4. LOCATION: Nouakchott. Zone Wharf
S. YEAR OF CREATION: 1985
6. KEY EXECUTIVE: Abderrahman ould Attigh

7. PRODUCTION CAPACITY: 2600 Tons per year

8. INVESTMENT: 76 Million UM, US S 1.05 Million of
which 19 Million UM equity and 57
Million UM FHD and BMDC loans

9. SALES: Estimated at 200 Million UM,
US § 2.8 Million

10. GROSS FROFIT: " Not available

Illegal imports
Lack of qualified technicians

11. PROBLEMS:

High taxes

0O 0 o o

Pocr government services
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PRIVATE SECTOR PROFILE 16°

1. NAME OF QOMPANY: ARM. SARL.ATELIER DE RENOVATION MECANIOUE

2. SECTOR OF ACTIVITY: o Industry. ¥«ciine shop, equipment and
engines mainienance ang repair,

© Mechanical spare parts fabrication

© Fuel injection pump repair

3. OWNERSHIP: Private Sector Limited Liability Shareholding
Company with 3 shareholders

4. LOCATION: Nouakchott. Zone West 2irport

wn
.

YEAR OF CREATION: 1983

6. KEY EXECUTIVE AND SHAREHOLDER: baffa Bakary

7. PRODUCTIOK CAPACITY: 3,000 hours of production for different

machine - tools
B. INVESTMENTS: 13 Million uw. Self-financing

9. NUMBER OF EMPLOYEES:31

10. SALES: 1985: 29.2 Million ouguiya
1l. GROSS PROFIT: 1985: approximately 5 Million UM
12. PROBLEMS: © Training of local workers in factory

environment
© Lack of financial rescurces o
expand ancé develop the activity



1. NAME OF COMPANY:

2, SECTOR OF ACTIVITY:

3.OWNERSHIP:

4. LOCATION

5. YEAR OF CREATION:

6. KEY EXECUTIVE:

7. PRODUCTION CAPACITY:

8. NUMBER OF EMPLOYEES:

9. SALES:
10. GROSS PROFIT:

11. PROBLLEMS:

~40--

PRIVATE SECTOR PROFILE 17

SOMIC S.A. SOCIETE MAURITANIENNE
D'INDUSTRIE ET DE COMMERCE

Industry. Sandal and leather shoe

production

Private Sector Limited Liability
Shareholding Company with 6-10
shareholders

Nouakchott/Xsar Nord
1985
Ahmed Yahya Mhd Fadel

Company in start-up phase and not yet in
full production. Normal range of cutting,
sewing, heat treatment equipment.

* Manpower intensive. Shift operations
possible. Cheap plastic sandal line in
effectively full production. Leather

sandal line still in start up and

building inventory.
Approximeiely 40 plus supervision

Not available. Start up in 1986

.Not available. Start up in 1986

o Training of local workers in factory
environment

o Lack of skilled sewing machine operatours
and production supervisor

® Technical assistance in product
design, worker training and production

© Market development and distribution

channels
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PART THREE - PRIVATE SECTOR PROFILE 18

KAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAX OF CREATION:

KEY EXECUTIVE:

PRODUCTION CAPACITY:

NUMBER OF EMPLOYEES:

SALES:
GROSS PROFIT:

PROBLEMS:

MAPROMA S5.A. LA MAURITAKIENNE DE
PRODUITS MANUFACTURES

Industry. Soap, shampoo, toothpaste,
cosmetics, nail polish, perfumes and

assorted beauty products

Private Sector Limited Liability
Shareholding Company. 10~15 shareholders,
Capital of 50 Million UM

B.P. 143, Nouakchott. TEL. 519-39
1985
Mhd. Mahmoud el Sidi Maouloud

Semi-automated bar scap production
facility. Remainder of product essen-
tially batch mixing and filling
utilizing simple equipment. Plant has
not yet run at full capacity.

25-35
Not available for full yéar of operation
Not available for full year of operatiorn

o Normal business start-up problems
of worker t~' ning, production line
operations, .upply and internal system
development

© Key problems will continue to be
market development to bring plant
production up to plant capacity.
Export markets will be essential but
difficult. Need for developing
awareness of product and brand
recognition via advertizing and sales
promotion will be a continuing draw
on company's cash flow and management

capability.

PRIVATE SECTOR PROFILE I-18B

o A range of technical assistance .in
product formation, manufacturing,
and marketing. A joint venture
partner could be an answer and
possibly provide product licensing
possibilities

o Financial assistance


http:assistance.in
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12,
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PRIVATE SECTOR PROFILE 19.

NAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

PRODUCTION CAPACITY:

INVESTMENT:

. WUMBZR OF EMPUCTYEES:

SALES:

GROSS: PROFIT:

PROBLEMS:

SCM. SOCIETE DE CIMENT DE MAURITANIE

o Cement import in bulk

o Cement bagging

Private Sector Limited Liability
Shareholding Company with 15 share-
holders

Nouakchott. Wharf

1978

Ahmed Saleck

Bagging capacity'lzo,ooo Tons per year
202 Million UM, US $ 2.8 Million

60

Estimated at 350 Million UM, US § 1.9
Million

Not available

o Financing for a clinker milling
facility
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PRIVATE SECTOR PROFILE 20

NAME OF COMPANY:

SECTOR OF ACTIVITY:

OWNERSHIP:

LOCATION:

YEAR OF CREATION:

KEY EXECUTIVE:

PRODUCTION CAFACITY:

INVESTMENT:

NUMBER OF EMPLOYEES:

SALES:

GROSS PROFIT:

PROBLEMS:

SOMADERE SOCIETE MAURITANIENNE POUR
LE DEVELOPPEMENT RURAL ET L'ELEVAGE

Agro-industry, animal feed for chicken,

camel, sheep,

cattle, goats

Private Sector Limited Liability
Shareholding Company with two
major shareholders

Nouakchott. Zone industrielle Ksar

1986
Boucheiba Brahim

120 Tons per day. Actual production:
60 Tons per day

100 Million UM, US S 1.4 Million
42 to 74 depending on the production.

l expatriate technician
35 Million UM for 4 months

Approximately 3.6 Million UM for
4 months

© Import of raw material from Senegal
0 Transport of raw material

© Management
o Working capital financing
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PUBLIC SECTOR PROFILE 21

. 1, NAME OF COMPANY:

2 SECTOR QF ACTIVITY:

J.

OWNERSHIP:

KEY EXECUTIVE:

LOCATION:

YEAR OF CREATION:

NUMBER OF EMPLOYEES:

PRODUCTION CAPACITY:

INVESTMENT:

SALES:

PROFIT:

PROBLEMS:

SOCIETE NATIONALE INDUSTRIELLE ET
MINIERE SNIM

Iron ore mining

Limited Liability Shareholéiay
Company under public management and
control: ¢ State: 70.89%
o Foreign Investors: 29.91%
© Private Sector: 0.21%

Mohamed Saleck o/ Heyine
Nouadhibou - Zouerate
1975

5,800

12 Million Tons per year
US § 500 Million

1985: 12,550 Million UM, US S 174
Million

1985: US § 11 Million after tax

o Exploitation of low grade iron ore

deposits which require concentration

o Falling world iron ore prices and
demand
© High production cost



NAME OF COMPANY:

SECTOR OF ACTIVITY:
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PUBLTC SECTOR PROFILE 22

OWNERSHIP:

LOCATION:

KEY EXECUTIVE:

YEAR OF CREATION:

SALES:

GROSS PROFIT:

PROELEMS :

SONIMEX SOCIETE NATIONALE
D' IMPORT ET D'EXPORT

Impert of essential goods. Monopoly

for imports of rice, sugar ané tea

Limited Liability Shareholding
Cempany. State: €9%
Private sector: 31t

Nouakchott and in all Mauritanian
cities

Moussa Fall

1966

1985%: o Tea: 9€Y% Rilliom UM
© Sugar: 431 Million UM
o Rice: 969 Million UM

Total: 2,369 Million UM
1985: arouncé 300 Million UM

o Very high prices for imported
goods

0 Inefficiencies associated with
monopoly operations



1. NAME OF COMPANY:

2. SECTOR OF ACTIVITY:

3. OWNERSHIP:

4. KEY EXECUTIVE:

5. LOCATION:

6. YEAR OF CREATION:

7. PRODUCTION CAPACITY:

B. TURNOVER:

9. GROSS PROFIT:

10. PROBLEMS:
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PUBLIC SECTOR PROFILE 23

SONELEC SOCIETE NATIONALE D'EAU ET
D'ELECTRICITE

Public utility

Public enterprise totally owned
by the state

Mohamed o/ Bouhedda

Nouvakchott - Nouadhibou -~ and other
cities
197§

30 MW installed electric rcapacity with
a production capacity of 130 GWh of
electricity and 11.6 Million cubic
meter of water. Acrual production ic
half of the capacity.

Sonelec serves only 16% of Nouakchote
populztion and 20% of Nouadhibou popu-

lation

1985: 1,253 Million UM, US S 17.4 Million

Losses: 1984 (171) Million UM
1985 (63) Million UM

o Facilities badly need repair, up-
grading and replacement

o Technical losses are very high
Accounting, billing and collection
procedures are inadequate

o Financial-performance{agé very weak

0 uvverstaffing l

0 Lack of qualified technicians

Sonelec is being rehabilitated in the framework of the
Public Enterprise Rehabilitation Program financed by

the World Bank



PUSLIC SECTOR PROFILE 24

RAME OF COXPANY: SMCP SOCIETE MAURITANIENNE POUF LA
COMMERCIALISATION DU POISSON

SECTOR OF ACTIVITY: State monopcly for bottom fish
export
OWNERSHIP: Public enterprise totally owned

by the state

KEY EXECUTIVE: Cheikh Al-Avia
LOCATION: Nouadhibou
YEAR OF CREATION: 1964

NUMBER CF EMPLOYEES: 50

SKLES: 1985: 9,200 Million UM, US § 123 Million
GROSS PROFIT: 1985: Approximately 150 Million UM,

< US $ 2 Million

PROBLEMS: © Charge high commission of 2.5%
of the value of fish exports
. © Collects state taxes which may
discourage producers ending up with
lQ/gg 24t less than the amount of
their sales to SMCP
© Needs to diversify its foreign markets



5.

10.

NAME OF COMPANY:

SECTOR OP ACTIVITY:

OWNERSHIP:

KEY EXECUTIVE:

LOCATION:

YEAR OF CREATION:

NUMBER OF EMPLOYEES:

SALES:
GROSS PROFPIT:

PROBLEMS:

48~

PUBLIC SECTOR PROFILE 25

SMCPP SOCIETE MAURITANIENNE POUR LA
COMMERCIALISATION DES PRODUITS PETROLIERS

Petroleum Froducts import and
distributicn

Public enterprise totally owned by
the state

Sid'Ahmed o/ Babou

Nouakchott - Nouadhibou and other cities
1979

130

1984: 4,137 Million UM

1984: deficit (28,5 Million)

0 Inefficient management

o Overstaffing

© Poor negotiating skills
o0 Large overhead costs
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IT.  BANKING AND PRIVATE SECTOR FINANCE

This review of the banking and finance sector differs from the presentations on
the agriculture, fisheries and mining sectors in that it is concerned with the
ability of the banking sector to supply medium and Tong term loans, foreign
remittances, trade finance, working capital loans and a variety of financial and
business services to other private sector entrepreneurs and established business
enterprises,

The Mauritanian banking sector is facing very serious problems and major and fund
amental reforms and restructuring are currently underway with assistance and
guidance from the IMF and the IBRD. It is not the intent of this presentation,
therefore, to suggest ways in which USAID can take direct initiatives of its own
in this highly technical and complex area. The objective is to provide an overview
of the banking system and highlight the very real problems which the current
grave crisis in the Mauritanian banking system poses for private sector develop-
ment.

L4

1. Introduction and Summary

The present banking system of Mauritania was established in 1973, following the
country's exit from the French-dominated Monetary Union of West Africa and nation-
alization of the two French commercial banks. Since inception, it has operated
in an environment with many problems.

® Very limited stock of human capital or physical infrastructure. The
banking system lacks resources, qualified manpower, organizational
structure and control needed for efficient credit extension and alloca-
tion of scarce capital. '

° Government budgets and balance of payments plagued by deficits. Heavy
reliance was placed on foreign assistance, especially for capital
investment.

® Vulnerability to calamities: desertification, migration to urban areas
and famine.

° Weak legal framework under which enforcement of loan covenants between
Tenders and borrowers has been difficult. :

° A large national territory with a very small market to service. It is
estimated that only 25 percent of potential users are currently using
banking services.

° A cultural setting which discourages wealthy individuals from sharing
information about their wealth. Some of these wealthy individuals are
known to have borrowed from the banking system but keep their funds out-
side of the system. Some borrowers have no intention of repaying, count-
ing on the apathy of the banks to protect them from recovery proceedings.
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® A very small industrial sector dominated by parastatal and mixed companies
and a number of small private sectdr companies engaged in manufacturing
of nordurable consumer goods - textiles, soaps, matches, food and soft
drinks - for local consumption. The manufacturing contribution to gross
domestic product in 1985 was less than 20 percent. The sector consists
mainly of import substitution industries.

°® The overall banking environment is not favorable to the sound functioning
of the banks. Interferences hy the public authorities in management and
lending decisions based on non-financial considerations; cursory analysis
of risks; and the questionable large-scale use of overdrafts which are
very often non-recoverable.

The Mauritanian Government is currently making efforts to build economic and
social structures based upon free enterprise economic principles. More emphasis
is now being put on the private cector's role in the economy. Private sector
development, however, will take ¢ime, technical assistance, and capital, In-
country discus sions with Mauritanian Government officials, hankers, local and
foreign business men, civic and labor leaders reveal the following about the
current status of the Mauritanian banking system:

® The banking system is very young and.il] equipped to meet and handle the
credit needs of the private sector. Since 1980, the operations of
Mauritania's banking system have in principal been governed by a general-
1y restrictive monetary policy adopted in the context of the IMF enforced
stabilization efforts. In practice, the banking system has served
principally as a channel of resources to the Government and public
enterprises, and has accorded little credit to the private sector.

® The system is presently facing serious financial difficulties which are
hindering its sound operations. A1l banks interviewed, except the newly
created bank, Bank Al Baraka Mauritanian Islamic, have a large percentage
of their loan portfolio classifed as non-performing. Additionally, thay
all face serious and chronic liquidity problems as well as high operating
costs.

2. Overview of Financial Institutions

This section describes the institutional setting in which the banking sector
operates, and then reviews the operations of the three most important public
and private sector banks: BAMIS, BMDC and FND,

a) The Institutional Setting

Mauritania became an independent state and an Islamic republic on November 28,
1960, after 55 years of French rule. Initially, it belonged to the West African
Monetary Union (Union Monetaire Ouest Africaine-UMOA), made up of francophone
West African states. The UMOA is a multinational monetary organization which
fixes a number of key monetary parameters that prevail throughout the member
countries. The Union provides for a single currency circulating within the
Union; a common central bank located in Dakar; centralized foreign exchange
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reserves; free tranfer of funds within the Union; common banking legislation; and
a common interest rate structure. The currency used in member countries of UMOA
is called the CFA franc (the franc of the African Financial Community) which has
a fixed parity with the French franc with convertibility into French francs
guaranteed by the French Treasury.

Mauritania left UMOA in mid 1973 and created its own monetary system, established
a central bank (Banque Centrale de Mauritanie - BCM), and introduced a new cur-
rency, the Ouguiya (UM), whose parity is defined on the basis of a basket of
foreign currencies: French franc, Italian lira, German mark, Spanish peseta,
Belgian franc and US dollar. Following the creation of this new national monetary
system, the two branches of French banks operating in Mauritania were nationalized
by the Government and became an integral part of the present commercial banking
system., ‘

b) Mauritania's Central Bank System

The Banque Centrale de Mauritania (BCM), was established in 1973 as the issuing
bank of currency and notes. BCM is charged with the administration of the banking
system, It functions as the banker and debt manager of the Government and enjoys
the exclusive privilege of managing the country's foreign exchange reserves. BCM
also has the power to influence the overall rate of expansion of the banking
system through credit, reserves, exchange and interest rate policies. To this
end, BCM reviews all credit applications over UM 2 million to be financed by the
Mauritanian banks; sets a ceiling each year on short-and medium-term rediscounts
available to each individual bank; regulates the terms and conditions of all hank
credits to be financed by local resources; and sets financial ratios that the
banks must observe. The paragraphs which follow and exhibit II-1 give an overview
of the Central Bank's current regulations on rediscountable credits and interest
rates.

The maximum amount of short-term credits that a bank can rediscount in a given
year is the difference between the amount of projected short-term financing agreed
on with BCM and the bank's permanent resources and short-term deposits. BCM,
however, provides further support above the approved ceiling through temporary
advances to the banks to finance credit to government monopolies for imports of
essential goods and, in exceptional circumsiances, for unforeseen short-term
credit demands. In the first case, normal rediscount terms and conditions apply
to the credit. In the second case, the temporary advance may not exceed 30 days
and interest is charged at 4.5% p.a. above the normal rate.

BC™ does not rediscount for terms exceeding 8 years. For Banque Mauritanienne de
Developpement et de Commerce (BMDC) which provides both commercial and development
banking services, the medjum-term rediscount ceiling is defined by BCM as 150% of
the sum of BMDC's net equity (equity minus fixed assets, equity investments and
losses) and its long- and medium-term resources (minus non rediscountable term
loans). For a purely commercial bank, the rediscount ceiling is defimed as the
sum of the bank's net equity as defined above plus its term resources (minus non
rediscountable term loans) and 25% of its demand and short-term despots. Medium-
term credits gquaranteed by the government are not included in the ceiling, al-
though they are rediscounted by BCM on normal rediscount terms and conditions.
BCM's rediscount rate is 4.5% on credit to agriculture and livestock and 6% on
credit to all other sectors.
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BCM regulates interest rates charged by banks on short and medium term credits
whether they are rediscountable or not. The Central Bank also determines interest
paid on demand and term deposits. Demand deposits can earn from 5% to 8% and
term desposits from 5.25% to 9% according to the term and amount of the deposits.
It is important to note that since the creation of the Mauritanian Monetary System
in 1973, the interest rate structure has remained relatively unchanged. However,
in 1985 the interest rate grid was increased uniformly by 2 percentage points so
as to establish positive real interest rates. The change was required by the
second IMF stand-by arrangement, and the BCM is now required to implement a more
flexible interest rate policy. Refer to Exhihit II-1, interest rates charged to
final borrowers.

c) The Commercial Banking System

Exhibit I1-2 presents the list of the six deposit money banks in Mauritania as of
the end of May, 1986. Mauritanian commercial banks are authorized to engage in
short and medium term finance, international trade finance and deposit gathering
activities.

Of the six commercial banks established in Mauritania, only BMDC and BAMIS have
specialized operations. BMDC operates as both a development and commercial bank.
BMDC's modus operandi will be discussed in detail under "Development Banking,"
BAMIS's operations are strictly in accordance with Islamic Laws and because of
its unique aperating method is described in some detail.

The Ranque Al Baraka Mauritanienne IsTamique (BAMIS) was established within the
context of the Mauritanian government's policy to encourage Arab and Islamic
investment in Mauritania as well as the development of socio-economic relations
between Arab and Islamic countries. In this context, BAMIS has endeavored to
promote economic development and progress in Mauritania in accordance with the
following Isiamic banking objectives:

® Operate as an investment and commercial bank, performing all banking
operations, financing foreign and domestic trade, and undertaking foreign
exchange operations.

® Attract investment capital and channel it to finance projects which are
of value for the economy.

® Create a market for capital in the form of profit sharing certificates
for either a specific project or a basket of projects and put them into
circulation by huying and selling at the going rate through the open
market system. This is done to facilitate the flow of capital from
areas in which there is a surplus to places of need in order to benefit
both the investors and the countries in which this capital is invested.

® Create trade centers to exhibit products, facilitate buyer-selling con-
tacts, and make the necessary funding available to sellers, manufac-
turers, and buyers.

® Conduct organized investment of surplus funds with banks and financial
institutions and present back-up and cover services for foreign payments
as well as other bank services employing Islamic non-usury methods,
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® Coordinate scientific and technical experience and direct it to serve
the needs of the people of the Islamic World in the areas of food security
and general well-being.

Both foreign and local deposits are used to finance joint partnership projects.
These “"participative" deposits may be specific to a project or an operation or
non-specific, according to the choice of the depositor. In return, the depositor
receives a pre-agreed share of the profits generated by that project or operation,

in the case of specific deposits. In the case of non-specific deposits, the
depositor receives a pre-agreed share of the profits generated by the bhasket of
projects in which his funds have been invested. Thus all BAMIS activities are
conducted on a non-interest basis, in accordance with Islamic laws.

BAMIS performs all banking services both on its own behalf and on behalf of its
foreign or domestic clients. The Bank receives funds in the form of entries into
accounts and on the basis of compensating withdrawals and deposits. Deposits
fall within the following categories:

® Call Depcsits Accounts: Funds are deposited with the bank which is
authorized to utilize them., The bank receives any profits and bears any
Tosses. There are no conditions with regard to deposits and withdrawals.

® Non-Specific Deposit Accounts: Funds are deposited with the bank by
depositors wishing to participate in its financing of economic activi-
ties. In return depositors receive a set percentage of net profits in
accordance with the conditions of the account in which they are recorded.

° Specific-Deposit Accounts: Funds are deposited with the bank by deposi-

" tors wishing to authorize the bank to invest in a specific project or

for a particular objective. The depositor receives a share of net
profit generated hy each specific project.

The Bank provides cover services on behalf of other banks and also notifies and
confirns credits. It finds suitable investment outlets for any surplus funds
collected by itself or similar financia’ institutions, and provides over-the
counter services for the purchase and sale of foreign currency at the going rate.
The Bank carried out all financial and investment services in accordance with the
following procedures:

° MURABAHA: The bank purchases goods requested by the client, paying the
seller directly on a cash basis, either in full or in part. In return,
the client undertakes to purchase the same goods :. a later period
against a pre-agreed profit margin. MURABAHA financing extends to both
foreign and domestic trade operations as well as to the procurement of
supplies for industry. The repayment period is between 1 and 12 months,

® MUSHARAKA: The bank participates in the equity of companies on either a
permanent or a degressive basis. If it uses Permanent MUSHARAKA it
receives an annual share of profits in proportion to its rate of equity
participation. However, if Degressive MUSHARAKA - in which the bank
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participates as a financial partner, either in full or in part in a
project with a given income forecast is used, an agreement is signed
between the partner and the bank whereby the bank receives on top of its
share of actual net income another pre-agreed proportion of this net
income as repayment of the principal financed by the bank. The partner
is entitled to keep the remaining amount. The partner eventually becomes
the full owner.

® MUDHARABA: The bank grants all or part of the necessary funds to finance
given operations, the work being carried out by another party. This is
done on a MUSHARAKA basis, wherher there is a profit or a loss, in ac-
cordance with conditions agreed upon by both parties.

® TAAJIR: The bank purchases the equipment required to implement indus-
trial or real estate projects and leases it to the companies in question,
This method of financing may be applied both to new projects and to pro-
Jects already in operation. The leasing period varies from 3 to 5 years
and may or may not include a grace period. A lease payment schedule
based on the amount and term of financing is agreed upon with the leases.

® OTHER SERVICES: Shares and profit sharing certificates are issued and
put into circulation by sale and purchase transactions. International
investment and asset management services are provided including bills on
hand, securities, and miscellaneous investment contract. Technical and
investment studies are carried out to assess whether projects which
others would 1ike to implement are of value to investors and tc the
economy. BAMIS also provides specialized information in its particular
fields of expertise.

d) The Development Banking System

Mauritania has ctwo development banks: The Mauritanian Bank of Development and
Commerce (Banque Mauritanienne de Developpement et de Commerce - BMDC); and the
National Development Fund (Fonds National de Developpement - FND), Both insti-
tutions serve as Mauritanian Government vehicles for promoting economic develop-
ment by carrying out lending activities which commercial banks do not address.
These lending activities are designed to foster small and medium enterprises.

BMDC and FND have an institutional cooperation agreement which allows them to co-
finance all industrial projects, with BMDC as the lead bank for projects costing
Tess than UM 60 million, and FND for projects above this limit. Both institutions
are expected to play major roles in the development and expansion of the private
sector in Mauritania.

BMDC Banque Mauritanienne de Developpement et de Commerce (BMDC), was established
in 1974 and is headquartered in Nouakchott. BMDC functions both as a commercial
and development bank. It takes in deposits, and extends short, medium and term
loans. BMDC is also permitted by the Central Bank to participate in credits that
involve considerable economic, political and financial risks.



BMDC has a Board of Directors composed of ten Directors. The Mauritanian Govern-
ment appoints eight Directors, the Central Bank and the Societe Tunisienne des
Banques are each represented by one Director. The Director General is the Chief
Executive Officer of the Bank. He is appointed to this post by the ten Directors.
The Director General has a lending 1imit of UM 20 million. In terms of activities.
the commercial department is the most important unit of the Bank. It is this
department that coordinates all lending operations of BMDC.

At the end of 1985, BMDC had 183 employees. Out of this total, 22 were profes-
sionals of whom 13 had a university or equivalent education. See Exhibit II-3.
The Fonds National de Developpement (FND), was established in 1980, Its principal
objective is to give technical and financial assistance for the implementation of
projects that can contribute to the economic welfare of Mauritania. FND is a
government financial institution and presently employs about 60 people. Its
equity capital of UM 400 million is subscribed by the State of Mauritania (50%),
Central Bank of Mauritania (30%), Caisse National de Securite Social (15%),
Societe Mauritanienne d'Assurance et de Reassurance (50%). FND's legal status is
presently being amended in order to improve its capital structure and performance.

A number of major changes are expected in FND'‘s policies. FND is expected to
become a semi-public corporation so as to enable private individuals in Mauritania
and foreigners to participate in its equity capital. In addition to operations
carried out for its own sake FND will henceforth carry out operations for the
State and its institutions, The draft statutes make provision for the elimination
of restrictions fixing a ceiling on the loans granted and the shares acquired.
FND is under the tutelage of the Ministry of Economic Planning and Finance., It
has a Roard of Directors made up of twelve directors. One of the twelve Directors
represents the interests of FND's employees. Directors are appointed to the
Board for a term of three years hy the Ministry of Economic Planning and Finance.
Changes are being introduced which will have some effect on the way that the
Board is run. Once the capital of FND is offered to the Public, Directors will
be selected on the basis of the proportions of their share holdings. Exhibit II-
4 presents the organizational structure of FND,

The Director General is the chief operational officer of FND. He is appointed to
this post by the Ministry of Economic Planning and Finance. In addition to the
office of the Director General the organization chart includes four departments:
Research and Operations, Agriculture Credit, Financial and Legal, and Administra-
tive Departments.

The Research and Operations Department is responsible for the identification,
appraisal and follow-up of all projects with the exception of agricultural pro-
jects. It has ten senior technical officers, one junior technical officer and an
expatriate technical officer sponsored by FADES (Fonds Arabe Pour e Developpement
Economique et Sociate - Arab Fund for Economic and Social Development). The staff
is assigned to the Studies and Follow-up Division, the Appraisal and Identification
Division and the FIRVA (Fonds d'Insertion et de Reinsertion dans la Vie Active -
Fund for Integration and Reintegration into Active Life) unit, a special small
loan unit for displaced government employees and school leavers who wish to start
small businesses. Most of these officers have taken additional coursework abroad
in development institutions. This department is headed by an industrial engineer.
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The Agricultural Credit Department was established in November 1985,

is to finance agricultural credit for in
At present it has three senior techni
view of the intended increase in agricu
will be reinforced with 5 agronomists,
provide for personnel

required for the management of the agricultur

officers. FADES will

Its purpose
puts, equipment and tools to rural farmers.

cal officers including the directors.

Ttural credits, as from 1986 the department

17 junior technical officers and 21 support

annually for the next five years for personne

the procurement of vehicles,

The Finance and Legal Department. is responsible for

expenses and capital
al loans program - UM 34 million
1 expenses and UM 124 million for
office furniture and equipment.

expenditure

the keeping of accounts, the

management of resources and loans and legal problems. It has 6 senior technijcal

officers, 3 junior technical
financial officer and legal

headed by a Mauritanian chartered accountant.

adequate in number.

The purpose of the Administrative De

material resources.

cers and 7 other officers.

of staff is adequate.

The following table presents FND's
12/31/82-84 through 11/30/85.

FINANCIAL SUMMARY (In millions of UM)

financial

FND

At present the number

summary for fiscal

officers and 2 expatriate technical officers - a
officer - sponsored by FADES. The Department is

The staff is well qualified and

partment is to manage the bank's human and
It has a senior technical officer, 5 junior technical offi-
It is headed by an economist.

years ended

12/31/82 | 12/31/83 | 12/31/84 11/30/85
Gross Income 22.8 22.0 23.0 34,5
Operating Expenses 29.0 28.7 29.3 34.2
Net Income (Net loss) (5.0) (6.7) (13.4) 0.6
Current Assets 190,2 252.5 331.0 378.4
Loans - 15,7 40,7 193,8
Capital 200.00 285.0 400.0 400.0
Total Assest 203.8 195.8 406,2 609.4

3. Financial Institutions and the Private Sector

This section begins with a global financial picture of a summarized income state-
ment for each bank for the fiscal year-ended 12/31/84. The analytical method
employed is commonly used in the analysis of bank financial statements.
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The definition of the terms employed ir the analysis follow:

DIFINITION OF TERMS

Interest Income: Interest earned on Toans.

Interest Expense: Interest that banks pay to their own creditors,
depositors, and on loans from the Central Bank

and correspondent banks.

Net Interest Margin: Interest income less interest expense divided
by interest income.
Total Revenue: Net interest income plus other income
Other Income: Income generated by non interest income such as
commissions and fees.
Non Interest Expense Expense other than interest expense such as salaries
Return of Equity: Net profit divided by equity capital.

Return on Earning Assets:| Net profit divided by loans.

Return on Total Assets: Net profit divided by total assets.

The table below summarizes the source of revenues, the cost of funds used to
finance loans, non interest expenses, and profitability.

EARNINGS SUMMARY PERCENTAGES
(As of 12/31/84)

BIMA BMDC BMAA SMB BALM AVERAGE
Interest Income 100.0 | 100,0 | 100.0 { 100.0 | 100.0 { 100.0
Interest Expense 73.3 54.3 82.4 43.3 82.2 67.6
Net Interest Margin 26.7 45,7 17.6 | ~ 56.7 17.8 32.4
Tota! Revenue 100.0 | 100.0 | 100,0 | 100.,0 | 100.0 | 100.0
Net Interest Margin 49,5 44,0 46.1 11.9 11.9 43.4
Other Income 50.5 56.0 53.9 88.1 88.1 56.6
Salaries 60.8 38.5 88.2 35,8 35.8 53.7
Return of Equity 4.0 21.3 - 16 17 7.0
Return on Earning Assets 0.3 2.4 - 0.5 1.3 0.5
Return on Total Assets 0.2 2,0 - 0.4 1.2 0.4
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a) The Source of Revenues

A11 commercial banks operating in Mauritania derive the majority of their total
revenue from "other income" - commissions and fees - rather than from the typical
source of a commercial bank's revenue, interest from loans.

b) The Cost of Funds

The net interest margin for the entire banking system is very low, reflecting
high cost of funds used to support the extension of credit, The cost of funds
needed to support lending activities is high because of the Tiquidity problems.
Central Bank regulations, and Tack of a reliable deposit base,

The 1iquidity problems of the commercial banks in Mauritanian are severe and
chronic. This has deterred depositors and severly restricted the bank's abili-
ity to support the normal credit requirements of the private sector. The problems
have stemmed largely from lax operational practices on the part of the banks, in
adequate credit analysis and recovery efforts in particular, and from a weak legal
framework in which the banking system has operated in the past.

The Central Bank regulaticn of interest rates which commercial banks can charge
on loans and pay on deposits has also contributed substantially to the cost of
funds. The increase in interest rates by two percentage points in February 1935
has eased this problem somewhat. Additional funding costs are transferred to the
banking system when BCM reviews credit applications over UM 2 million which
require Central Bank approval.

The commercial banking system in Mauritania does not presently have a solid
deposit base that it can count on for supporting the expansion in its lending
activities. The problem of a reliable deposit base 1is made difficult by the
interest requlations and the local culture.

Currently, interest paid to depositors ranges from 7% to 9% according to deposit
amount and term. The structure of interest rates is such, however, that term
deposits earn only 0.5% more than short-term deposits. The structure of interest
paid on deposits does not encourage term deposits relative to demand deposits.
It is also important to note that interest payments on deposits are not automatic.
Customers must request them. The true return on funds, therefore, is between
2.5% to 4.5% which is too Tow to attract depositors in a banking system which is
overloaned and starving for funds.

The problem of deposits is made worse by the cultural traditions which encourage
many people to keep their savings outside the banking system for fear of making
public their wealth. Poor depositor relations and uncertainty of the availability
of funds when needed are also responsible for low banking deposits. It is
estimated that only 25% of potential users are actually using banking services.
Most people do not Tike to be paid by checks, which are accepted only when
certified by the banks. Checking as a banking service is not widely used or
accepted in Mauritania. The lack of a local cheap source of funds has forced
commercial banks to have recourse to the facilities of foreign banks which are
priced over floating prime rate.
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¢) Non-Interest Expenses

Non-interest expenses representing salaries are high either because the banking
system is using more people than needed or is paying higher salaries than their
operations can support. Over staffing appears to be the major problem. Employee
training is urgently needed in order to improve productivity.

d) Profitability

Overall the banking system in Mauritania is not profitable. Three key ratios
return on equity, earnings and total assets - are not higher than 6%. When
reserves for nonperforming loans are set aside, the banking system is indeed
Tosing money.

The consolidated balance sheet shown below clearly demonstrates a weak financial
position. Total assets are estimated to be US 23 billion, with Toans accounting

for 78% of total assets.

Consolidated BALANCE SHEET: 12/31/84
(Significant Percentages)

ITEM BIMA BMDC BMAA SMB BALM AVERAGE
Cash 2.0 5.0 7.0 1.0 4.0 3.0
Loans 75.0 81.0 70.0 80.0 93.0 78.0
Fixed Assets 2.0 2.0 2.0 2.0 1.0 2.0
Total Assets 100.0 100.0 100,0 | 100.0 100.0 100.0
Total Deposits 22.0 55.0 45,0 53.0 30.0 38.0
Capital 6.0 9.0 5.0 3.0 7.0 6.0
Ratios
Loans/Deposits 236.0 48.0 56.0 50.0 208.0 108.0
Liquid Assets/
Total Deposits 8.0 10,0 16.0 2.0 12.0 9.0
Total Equity/
Total Assets 6.0 9.0 5.0 3.0 7.0 6.0

Loans, the most important item or the asset side of a bank's balance sheet, are
being supported 38% by deposits and 62% by borrowed funds. Outstanding loans are
~ estimated to be UM 18,0 billion, of which 10.0 billion UM is classified as non-
performing lToans. It is believed that 25% - 2.5 billion UM - of these non-
performing loans are unrecoverable debts. The banking system's total capital is
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about 2.0 billion UM. Assuming that non-recoverable debts will be charged off
against the banking system's capital, the capital of the banking system will be
negative. Liquid assets of the banking system as measured by the ratio of Tiquid
assets to total deposits are very lTow. This explains why some banks are unable
to cash large denomination checks.

4. Conclusions and Recommendations

The objective of the study of the banking sector was to gain an understanding of
the sector's operations and to assess the role that it can play in promoting the
development of the private sector.

In practice, the banking system has served principally as a channel of resources
to the Government and public enterprises, and has accorded little credit to the
private sector. The private sector presently is in need of business advisory,
venture capital, working capital, foreign remittances, trade finance, investment
and trade promotion sarvices. Most of these needs can only be marginally satisfied
under the present banking system.

The deterioration of commercial bank liquidity in recent years is due chiefly to
an accumulation of non-performing credits, which now constitute some 60 percent
of commercial hank's potential earning assets, The growing scarcity of domestic
liquidity has caused a considerable increase in the commercial bank's short-term
external debt, now estimated at UM 2.2 billion.

The Mauritanian Government is vary much aware of the catastrophic situation of
the banking system. The Government, undar the IMF stand-by arrangement concluded
in 1985, has already implemented some corrective measures to improve the financial
profitability of banks and encourage the accumuiation of stable resources (sav
ings) for medium- and long-term financing., The series of measure taken includes:

° Limitation of total domestic credit expansion to 5 percent, to be pro-
vided exclusively to the non-government sector which includes publiic
enterprises, while maintaining net bank credit to the Government at its
end-1984 level,

° Raising the interest rate structure by 2 percentage points.
° Strengthening of Central Bank monitoring of commercial bank activities.

° Completion of the study financed by the World Bank and the Arab Monetary
Fund on the rehabilitation and strengthening of the banking system,

The Government is currently studying three proposals dealing with Tong term solu-
tions to the banking crisis. The first involves selling all Government ownership
of banks to private Mauritanian citizens and foreigners. The Government has al-
ready embarked on this road. Some banks have already seen a dramatic change in the
ownership makeup of their capital. The second would combine all Government banks
and create one large private bank and transfar the development loan portfolio of
BMDC to FND, The third calls for systems which will ensure that nonperforming
credits which can be coliected are covered by protocols of agreement between the
commeircial banks and the debtors. It is expected that major decisions on these
matters will be made by the end of June 1986, when the Mauritanian Government
officials meet again with IMF representatives tc review the current standby
arrangement.
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In the present political climate, it is doubtful if the banking system can signi-
ficantly reduce non-perferming loan balances. Collateral problems are enormous.
Collateral assets were not properly valued and documented. In addition, there is
no market in Mauritania in which banks can dispose of their collateral.

The problem is rendered more difficult by the fact that, from a social point of
view, it is not acceptable for friends to buy zucticned valuables belonging to
one of their associates, friends or family members.

It is the general concensus that banks are over staffed by at least 25%. Banks
often do not have control over operational costs, especially in the area of
staffing. Most staff hiring is done hy the Central Bank and the Ministry orf
Economic Planning and Finance. Banks cannot dismiss employees without a prior
approval of the Central Bank and Ministry of Econamic Planning and Finance.

The building of a banking system able to respond effectively to private sector
developmental needs will involve much more than the short-term solutions of the
current 1iquidity and structural problem facing the country's banking industry.
Such a system will require lbng-term changes in the business culture and the
underlying legal systems, continuing privatization, and training and develop
ment of human resources at all levels,

USAID Mauritania could attempt to develop a sectoral strategy and design specific
projects to supply medium term funds to the private commercial banks on an on
lending basis targeted at specific private sector objectives; provide technical
assistance to develop commercial barking capabiiities in providing private sector
business development advisory services; and sponsnr in-country and overseas
training and development of bank personnel. Many examples of such programs have
been supported by USAID elsewhere in the past - and a recent on-lending program
to the commercial bhanks in support of private sector development in Kenya is one
of many such examples.

The survey team believes, however, that such an approach is not now warranted in
Mauritania for a number of reasons:

° The banking system is undergoing a traumatic transformation in orienta-
tion, structure and operations.

° The IMF and the IBRD have in-country and Washington-based specialists
assisting, advising and monitoring the program of change now underway.

® The private banking system - USAID's traditional delivery system for
private sector on-lending programs ~ is essentially "new born" and has
Tittle or no branch penetration outside Nouakchott.

° The USAID Mission in Mauritania has little or no experience in the
banking sector, and staffing constraints are not likely to provide any
resident capabilities.

It is recommended, however, that USAID Mauritania support as it is able the
leadership being provided by IMF/IBRD in banking system reform, in particular
assistance in the development of FND's entry into small farmer agriculture and
artisanal fishing credit operations.
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Exhibit II-1

Interest Rates Charged to Final Borrowers

(Before interest rate grid's change)

Rediscountable | Non-Rediscountable
By Industries Medium-Term Credit
% %
A1l services other than
Transnortation 10.0 14.0
Housing construction 9.0 14,0
Construction companies 8.0 13.0
Other Industries and
Transportation 7.0 12.0
Agriculture and livestock 6.0 11.0
Short-Term Credit

A11 services except imports
and Transportation 15.0
Private imports 10.5 14.0.
Construction and Transportation 9.5 13.0
Industry 8.5 12,0
Government imports of
essential goods 7.5 11.0
Agriculture and livestock 6.5 10.0

INTEREST RATES PAID ON DEPOSITS

AM IN"UM 000"s

Term of Amount of veposits
Deposit 0 - 50 50 - 1,000 1,000 - 3,000 Over 3,000

% % % %
Demand 0.00 5.00 - 5,50 7.50 8.00
Short-term
(1 year) 5.25 5.50 - 6,00 8.25 8.50
1 - 2 years 5.50 5.75 - 6,25 8.50 8.75
Over 2 years 5.75 6.00 - 6,50 8.75 2,00

SOURCE: Central Bank of Maurftania




EXHIBIT II-2

MAURITANIA: LIST OF DEPOSIT MONEY BANKS, AS OF END-MAY 1986

Year Capital Nusber of Nuaber of
Nase Sharehelders established (UM aillion) branches eaployees
Banque Al Baraka Al Baraka Group-Jeddah: 50 percent 1985 500 - -
Nauritznienne Private Macritanian: 40 gercent
Islamique (BAKIS) Banque Centrale de Mauritanie: 10 percent
Banque Internationale Banque Internationale pour 1"Afrique 1961 500 L 183
pour l2 Mauritanie Occidentale: 9 percent
(BINR) Banque Centrale de Mauritanie:
91 percent
Bangue Arabe-Libvenne Meuritanian Gevernaent: 49 percent 1972 200 2 109
pour le Coaserce et Banque Libyenne du Comeerce Extérieur:
le Développement 91 percent
{BALN)
Banque Mauritanienne Banque Arabe-Africainer 50 percent 1974 300 9 176
Arabe Africaine Private Nauritaniani 40 gercent
(BNAR) |/ Ban}ue Centrale de Mauritanie : 10 percent
Banque Mauritanienne Mauritanian Government: 75 percent 1974 300 4 183
de Développesent Banque Centrale de Mauritanie: 18 percent
et de Cosserce Société Tunisienne de Banque:
(2nnCy 7 percent
Société Mauritanienne Nauritanian Governeent: 55 percent 1967 150 4 169

de Banque (SNB)

Other foreign banks: 45 percent

-'-g‘[_



EXHIBIT II-3

BANQUE MAURITANIENNE DE DEVELOPPEMENT ET DE COMMERCE

Organization Chart as of End 1983

BOARD OF DIRECTORS
(10)

GENEKRAL
MANAGER

LEGAL INSPECTION ADMINISTRATION TREASURY FINANCE AND DATA CREDIT COLLECTION
5 27 25 ACCOUNTING PROCESSING 7 4
16 8
INTERNATIONAL COMMERCIAL DEVELOPMENT '
OPERATIONS BANKING BANKING
17 64 4
NOUAKCHOTT KAEDI NOUAKCHOTT NOUADHIEOU
CENTRAL BANK BRANCH SMAR BRANCH
17 10 BRANCH 13
6

-9'[._



EXHIRIT I1-4

FND ORGANIZATION CHART

BOARD OF
DIRECTORS

GENERAL
MANAGER

FINANCIAL ADMINISTRATIVE
AMD LEGAL DEPARTMENT
DEPARTMENT
I I
RESEARCH & AGRICULTURE
OPERATIONS CREDIT
DEPARTMENT DEPARTMENT

Project appraisal

Project identification
Project monitoring and
follow-up

° General and sectoral studies
° Young & Retired Professionals
Assistance Fund (FIRVA) unit

° Agriculture credit
° FND branches

_L‘[—



ITI. AGRICULTURE_AND AGRI-EUSINESS

1. INTRODUCTION_ AND_SUMMARY

The sericus problems confronting Mauwritanian agricultural and
livestock production can anly be urndersteocd  in terms of the
devastating effects of the persistent and severe droughts on
loeal food and meat product ion, desertification arngd sand dure
ericroachment. The exhibit which follows this paga, RaimfFall and
Total Cereals Productiorn, fon example, is a npraphic and
compelling illustration of the direct linkages betweer rainfall
and basic cereals food producticorn. Donestic  feood productior from
rainfed agriculture will cortinue to be at the mercy ofF the
vagaries of rainfall.

Mauritania, aided by very large amounts of  fimancial and
techrnical assistarnce from the international dernor community, has
takern a whole series of  irmncvative approaches and difficult
policy decisiconms  in attempting to solve the food problen.
Progress has beer made: irrigated paddy rice producticn has shown
excellent irncreases, while producticon of pulses and veretables
are shnowing an ability to maintain proaduction levels aven in the
face of poor climatic conditions. EBut the fact remains that in
the years 1981 to 1985 domestic  cereals proaduction contributed
8%, 13%, 5% and 9% respectively to total edible cereals comsuned
in the country.

These and other issues are discussed in this section  on
Mauritanian agriculture, inciuding arn oaverview of public and
private sector participation in agricultursa. This section
concludes  with a review of possible USAID initiatives to
encourage  further Mauritarnian private sector entry into
agriculture and agricultural input and services supply

activities.

. OVERVIEW OF THE AGRICULTURAL_SEZCTOR

More than E5% of the Mauritarnian population draws its main income
from  the agricultural sector - farming and livestock, Urider
pressure of the sericous drought conditions, the contributicey of
agriculture toa BDP has continued to decline, fallirng from 23.4%
in 1978 to 20%  in 1984, At  current market prices, the total
sector value-added was UM 12,1 billien in 1285, with livestock
activities accounting for 0% and craops for 10%.

Bzth crops and livestock have beer hard hit by the urnprecederted
droughts. Cereal production reached lews of abeout 30, 000 tons in
1984 apgainst a total estimated edible Food supply - local
praducticn  plus  food  imports - of 244,000 toms.  The 1984
producticon can be compared  to nermal pre—drought production of
arcurnd 90, 000 tons., The cattle herd also suffered substantial
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reduction while natural pasturage was estimated to have shrunk by
up to SO%.
(1) The Livestock Subsector

Livestock is an important scource of meat, milk, skins and
arganic fertilizer - and a magor  form of "portable" wealth.
While the herds are rormally resistant to short dry spells, the
1968~72 and 198&-8Z droughts led to magor reductions in the
animal populaticw. By 1973, cattle herds dropped S5% cver 19¢&8,
while the sheep and goat herds declirned 13% over the same pericd.
The important camel herd proved extremely resistant to the
drought conditiors.

The following table shows the evolution of the herd since 19€8.
While the goat and camel herds have shown great resistarnce to the
drought, the cattle herd ir 1985 is estimated to be 62% below its
1968 levels. Sheep are alsc estimated teo have declined because
of irnability to adapt to changing climatic conditions.

0 B o it e i S e e P S S e e 4t o M et e o oves My

i o o o e i, T S e Pt Bt et AT Ot St e e Roes

(O00)
TYPE " SHEEP
YEAR CATTLE GDATS CAMELS
1968 T TTTEso0 T g7o0 720
1970 1800 €750 710
1973 1115 5850 670
1980 1195 7794 734
1981 1195 7724 734
198& 1300 7893 750
1983 1100 7200 760
1984 950 ES00 780
1985 280 &S00 780

SOURCES: VARIDUS: MIN. DU PLAN ET DES MINES, 1976;
MIN. DE L*®ECONOMIE ET DE FINANCE, 1985;
EANQUE CENTRALE DE MAURITANIE, 198€.
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The abave figures, however, can only be indicative of chariges in
the Mauritanian livestock segment given the margin of error
implicit in such cernsus data and the difficult-tc—assess size of
the migration o f the herds back and forth across the
Mali-Sernegalise fraontiers in recent years.

Ar examination of the Mauritanianm herd on the basis of "Traopical
Livestack Units" which measures the total rnaticnal herd in terms
of animal weight differentials, shows a year—by- year build-up
fram 1974 through 1982, then falling to tern year lows as a result
ot the 1983 drought. Refer to the exhibit fallowing  this page,
Estimated Livestock Population - 1973-1384,

Cattle exports in the past were an important income earner.
Official statistics show that such exports  today are virtually

non existent. While impossible to quartify, arnd equally
difficult to contral, there are estimated to be, however,
substanntial rumbers = f cattle unofficially exported

"orm—the-haof, " particularly to Senegal.

Severe livestock grazirng pressure on the available forage and
water supplies has beern accentuated by practices aimed at
maximizing the size of the herd, by a corntiruing nreglect and
abuse of the suppaorting eaviranment, and Dby a proliferation of
inadequately spaced water wells - and the cornsequent irterse
pressure of the herd on land rescurces in the immediate viciniby
of these wells.

Land degradation is row particularly severe in peri-urban areas
where herds purchased from traditional pastoralists are
frequently stocked by urbar~based investors and speculators,

The traditicomal nromadic 1ife style persists but cornsiderable
changes have takern place. Pastoralists faced with the inadequacy
of forage and water, the declining productivit:s of the herd and
the risk of futuwre losses ternd to abandon the weocupation of
herding and to cash irm or  their herds. Thase who resist are
forced to  proceed  further south across the Seregal River intao
Mali and Seregal and to supplement grazing with wse of arnimal
feed. For the investor who buys the herds fram pastoralists,
livestock becomes a source of finarncial gain and foreign excharnpe
upon eventual sales across the Seriegal River,

The importance of the livestaock subsegment should not  be
underestimated in the ecorcmic 1life of Mauritania. Livestock
contributed 23.4% to the caurtry’s GDP in 1975, and ever after
the severe drought of 1982 was estimated to contribute 20% in

1284.

The charnge in livestcck cwnership — fraom traditional pastoralists
to investors and speculatecrs — has lead ta a change in herding
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methods. A "modern livestsocok econony"” based on animal feed arnd
urbarn markets for milk arnd meat is developing in the suburbs of
cities. Araund Nouakchott alone more thar 4,000 camels and cows
are providing fresh milk for the market.

Despite the =substantial decrease in the size aof herds, the
geretic adaptation of Mauritarmiarn livestock to harsh conditicns
and the kriowledge and experience of traditional pastoralists in
explaoiting the rarge efficiently remain assets which can yet
yield emplayment and iricome For  a sigmificant share of the
population.

Poultry farms are alsa beirg created. Five chicken farms are
already in operaticm near Nouwakchott and  Rosso producing 250, 000
chickerns and 700, 000 egps per year.

() Rainfed ard_Irripated Agricultural Subsect:r
The agricultural subsector contributes onmly a small percentage Lo
the nation’s GDP - ranging from 3.1 - 3.5 in  recent years., The
table showrn below illustrates the enormous variability in year-—
to-year agricultural growth  rates and compares agricultural
contributicon to GDP with  the much more important livestook
subsector.

—— o v — — v — »--.—....—_—-.-—-—_-—_————.——————_—_———-——--——-————._—._.———

YEAR ANNUAL /o GROWTH IN CONSTANT a/n OF GDP
198 _PRICES _____
SUBSECTOR 73-81 8z 83 84 E 75 84 E
AGRICULTURE  12.4  —14.  =Fe.1 ~~"3375~ " .5 3.1
LIVESTOCK EX S 2.7 6.7  -@=.1 " 23.4 20,
ol T = T E6.3___23.1_
All indicators point to a "ma grawth'" gsituation in the
interlinked livestuock and agricultural subsector. In the 1960'g
livestock and crops produced 35-40% of Mawritania’s GDP - and

they have rot recoveed production levels attaired prior tao the
19€8~-73 drought. What little expansion that has taken place has
been slow ard difficult due teo:

> Repeated dry spells

2 Outmigration of young male farmers

o Degredation of former pasture lands
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Cereal crops have shown virtually rno  growth aver the past ten
years.

Irrigated paddy rice producticon has risern since the late 1370's
to offset some of the declire in cereals production, but is still

small in terms of mational consumption of food - and  in terms of
imported rice tornages. Corisult  the graphical presentatlt ion,
"Estimated Agricultural Praduction - Mauritania" which fallows
this page.

The wvolume of foreign agricultural aid from the internaticwal
dovior community - food, equipment and techrnical assistarce - has

beern impressive. The following table shows the amount of imports
directly financed by overseas sources since 13973,

1973 8z 8z 85 7384

SOURCE: 1IMF, IBRD, CENTRAL BANK

Note that after the 1982 drought the percentage of food needs
distributed by the goverrment reached 80% ~ with the percentage

of that amount distributed free rose to 60%. It is apparent to
policy makers that these levels of free food distribution can
severely weaken - if not urdermine — programs designed to promote

lacal ayricultural praductiorn.

Mauritania’s anriual cereals demand is currently estimated to be
approximately &350, 000 tons. Millet and sorghum  producticon which
in pre-drought years supplied S0O% =of the nation’s reeds has sirce
1380 provided no more than 36% in high harvest years to as low as
E-10% in poor years. While irrigated rice ard maize proaduct ion
has tripled sivce intensive irrigated perimeter methods were
lauriched, production  covers less than 5% of national cereals
demand. Refer to the exhibit following this page, Natiaomal

Cereal Supply, which cuwmpare . domestic cereals product ian,
imports of rice and flour, ar . food aid over the 1978-1985
periad.

The World Earnk has forecast 1984/85 and 1983/90 damestic cereals
production — rainfed millet arnd sorghum  and irrigated rice and
maize - and has caompared domestic production with estimates of

demand for the same two pericds. A projgected gap of 285,000 and
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208,000 tons of cereals is the resultant — which will have to be
made up by goverament and private sector imports and substantial
food aid  programs. Cereals deficits in the past have beern
covered by commercial imports - 35%  of total  demand — and food

aid programs - 40%, which represents the highest percertage level
of food aid in West Africa.

The private sector is active in cereals foods imports - mainly
flour, SONIMEX, the state trading moriopoaly imports and markets
broken rice - and alsc holds the mxnopoly on tea and

sugar imports, The table shown below indicates the value =f such
imports sirce 1973.

s e s v Pkt B e et s it . S 0 e (b e S o e s e ey

VEAR
ITEM 75 76 77 78 739 80 81 82 83
TER 270 70 350 348 263 B72 335 T Bas  8as
SUGAR 1160 1180 1090 39 1251  59% 1466 1231 1498
RICE 180" 250 340 483 585 615 853 887 (1157
aLL T C T T T
FOODSTUFFS 2570 2430 3120 2809 3817 4272 ° S807 S034 6087

The Goverrment’s increase in producer ard consumer prices for
cereals in  recent years has brought prices for certain cereals
close to import parity, and should provide some incentive to
local cereals producers. Refer to the exhibit, Cereals Prices,
which follows this page.

Proceeds fraom  food aid sales managed by the Commissariat 2 la
Securit( Alimerntaire, CSA have increased significantly in recent
years. These funde are to be used for rural development "food
security" purposes. USAID furds are involved and could be used
as a sowrece for private sector development projects in the
agricultuwral, livestock and fisheries sectors.

The exploitation of controlled water resources is the key to
expanded domestic Toocd production. The World Bank estimates that
the completion  of dams currently planned or under constructicon
along the Seriegal River will create a patential for 120, 000
double-cropped hectares in Mauritania which will far exceed the
land available and equipped for irrigated product ion. The
combinaticor of the use of such expanded water-corntrolled hectar-—
age coupled with the use of urea fertilizers - which carn double
productivity — could dramatically ircrease domestic cereals
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production by the end of the century. ‘Short term "miracles, "
however, are not in the of fing. In fact, recent experiences with
irrigated perimeters on both sides of the Seregal River are
causing a fundamental review and reassessment of this ferm of
capital intensive agriculture.

The Mauritanian Goverrment has continued, however, +to place
priority on the development of irrigated agriculture over rainfed
Crops. The decision was initially justified by the variability
and weakness of rainfed production and by the desire >f the
Government to assure a certain minimal level of food security.
The possibilities for expanding rainfed agriculture (dieri) are
extremely limited due to the rainfal” ‘patterns over the last few
years which produced drought corditions. Production of flood
plain crops on "wala" lands could be augmented by a more
- efficient use of fertilizer and other improvements.
Unfortunately, the drought has reduced the potential of much of
the waloc lands by lowering the yearly flood levels of the Senegal
River, thus limiting the cultivable hectares in the walo regions.
Recent dam construction has also reduced flood levels in the
Seregal River and, in time, the dikes along its banks may also
reduce walo hectares available for cultivatior.

The remaining opportunity for increasing crop or food producticn
is within the irrigated agricultural sector. To facilitate thig,
the Goverrnment created SONADER in 1975 as & parastatal

establishment with financial autonomy and a strong mandate to
function in  both industrial arnd commercial capacities, all under
the control of the Ministry of Rural Development. Over the

years, unfortunately, SONADER's achievements have fallen far
short of expectations. In terms of areas under cultivation and
yields, SONADER has had relatively little impact. Additional
information regarding the activities of SONADER will be presented
in the section, "The Role of Parastatal in Agriculture."

More than 80% of Mauritania is located north of the 200 rnm
isohyet, with the consequerice that the majority of the 1.7
million population is concentrated »n 15% of the land area. Only
the southern margins adjacent to Seriegal and Mali experience more
than 200 mm of rainfall arnd pravide a precaricus base for rainfed
cultivation. The extremely unfavorable climatic conditions have
more than emphasized the fact that access to water is the key to
food security.

The greatest potertial for irrigation is along the Sernegal River
Valley where water resources are being developed urder the
auspices of the Organization pour 1a Mise en Valeur du Fleuve

Senegal (OMVS). Mauritamnia, Mali and Senegal have signed
agreements to jgointly develop the Seregal River for the benefit
of all three countries. The canstruction of the Diama dam

located 26 km upstream from St. Louis will deter salt water



-] 33—

i trusions during the dry season, and will permit water to flow
into Lake R'Kiz and the Aftout-es-Sahael depressicon for the
development of 32,000 ha. of land. The recently completecd foum
Gleita dam was originally planned to irrigate 36,000 ha. since
reduced to 2,100 ha. Only 400 ha. have been developed alcng the
Gorgol Noir, however, because of high costs. Mauritania has been
urable te fund the high costs of irrigation infrastructure and
has depernded upor outside assistance primarily from Frarce, the
Pecples Republic of China, the World Bark, the Netherlards, and
West Germany. High initial anrd recurring costs of large-scale
irrigataed perimeter development have caused the Goverrnmernt of
Mauritariia to review the feasibility of the ambiticus investmant

and production plans originally established for irrigated
agriculture. Successful private sector entry into irrigated
agriculture - self and commercial credit firanced -~ cculd make
an ernormous differernce. .

Mauritaria’s casis are located in the sandy valleys of the
"oueds" amidst the gritstone mountains in the regicns of Rdrar,
Tagant, Assaba, and ATrfule, from North to South-East. In this
particularly irhospitable envirorment, the ocasis constitute +he
only possible place for sedentary life, where the existing water
tables, fed by cccasional but neavy rains, have made it possible
to grow date-palm trees éwd, tx the extent passible, irrigated
seasonal crops, such as cereals, pulses, vegetables ard herra.

Available information indicates arn  unever distributicon of water

reserves among  the variogs regicons, compounded by urneven
exploitation  thraough manuially-cperated wells, with artisanal
equipmert o with pumps. Takern as a whole, however, the

available rescurcec provide ample room for substantial production
increases through rehabilitaticorn and further development of the
casia. A rnational  program should foous on those areas where
water rescources do not constitute a physical constraint.

The oases productian system is based on direct exploitation by

land owrners or by share cropping arrangements. Due to scarcity
of  labor  in  some areas mainterarnce activities are being
abandomed, ar oasis  exploitation is  limited ta date-picking.

Conversely, in other areas, nrnew plantations ave being created
where water resources are easy to tap and where rural activities
lack other potential urder the prevailing drought situation.

0F the £20,000 peaple in Mauritarnia’s masis, 05,000 depend on
agriculture as their majgor sourece of income. This apparently low
percentage of 24% reflects the growing importarnce of small towns
in oasis  regions  which  heve attracted lardless agricultural
workers in search of better cpportunities, as well as former
romads now tuarned sederntary due ta drought and desertificaticon.
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The estimated average inceme per head does not ' exceed uss 140,
with a large rumber of farmers well below that level.
The agricultural labor force in the casis region is estimated at
23,000 adult workers of beth sexes. Labaor availability, at least
paotertially, may rot be an insurmountable constraint, provided
that praoper incentivesg are coreated.

While the existing 350 sasis are divided into small holdings of

less tharm 0.5 ha. on average, statistical surveys show a
relatively high carcentration of  the physical rescurce base of
land and trees. Thus, €0% of small holders cowrn only 20% of the
trees, a situation which is a reflection of past social
organization. However, the charnging patterns of relationships
within the traditional coammunities, combivied witih rural

depopulation, have brought about significant changes in the
orjanization of agricultural productiom, characterized by new
fiorms of assaciation contracts between land owrers and
sharecroppers.

Im terms of agriculturai suppomrt services, the Ministry of Rural
Development (MDR) is represented in the area by the regional
offices of the Department aof fAgriculture and the Department of
Envirarmental Protectian.

Cooperative wrganizations, coreated in  the past for marketing
purposes, have in general suffered from pPeor management, urnequal
motivat ionm of participants, limited logistical wmeans ang
difficult physical access to markets.

(4) A_Farming_0Overview

Mauritarnia’s farming population is invelved in a complex mix of
activities as it struggles to survive urder the savere climatic
conditions encountered in  recent years. Depending on their
location, farm families may ®arn their living from several
SIUrCes.

o Rainfed, recession and irrigated farming

2 Livestock raising - goats, sheep, cattle, donkeys and
horses

o Fishing
o Charcoal production

a Off-farm town employment, artisanal activities and
remittances.
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Farming is, hcocwever, the furdamental focus of  she Mauritarnian
peasant.

There are several important cropping  patterns practiced in
Mauvritania.

o Rainfed_agriculture producing peanuts, millet, sarghum
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o Flood ~ecession farming yielding vegetables, corn,
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sorghum, cowpeas, watermelons, potatoes.

= Bmall_and Commercial Irripated_ Perimeters producing
rice, vepgetables, corn. Both larpge scale commercial and
small Tarmer perimeters are farmed. See the exhibit
following this page, Irrigated Areas - Seregal River

Valley.

There are approximately 151 small scale perimeters along the
Seregal River Valley that erncompass 3, 000 ha., mainly plarted tao
rice and some mairze. These perimeters are sually managed by
village cooperatives with externsion arnd inputs provided by
SONADER. These perimeters utilize water pumped from the Senegal
River,

Large scale perimeters are currently located at M’ Pourie (1,652
ha.), Boghe (285 ha.), Gorgol (700 ha.), and Gorgol Noire (400
haa ). These large-scale schemes are managed by SONRDER arnd have
prablems with land ternure disputes, high recurring costs,
urder~exploitation, and continuing disagreements between the
farmers and SONADER. Due to  the marnagement arnd cost prablems
ageociated with large-scale schemes the Goverrnment of Mauritarnia
is irnereasinnly rweluctant to commit to the conmstruction of
additional larpe-scale projects.

There are approximately 43 small-scale village cooperative
perimeters along the Sernegal River operating  indeperdently from
SONADER. They farm a total of 1,468 ha. These farmers purchase
their motorpumps from the private sector and usually do wvet use
any ag-inputs.

There are 16 privately cwred perimeters utilizing water pumped

fraom the Seriegal River. Approximately 15 of these farms are
located in the vicinity of Rossao producing a variety of
vegetables for the Nouakehaott market. The owners of these

private farms are either merchants, goverrmernt officials and
livestock cwrers, cperating these schemes as profit oriented
ernterprises.

Field studies carried out in early 1986 cornfirm a riumber of
gerneral and specific corstraints which exist in farming systems
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IRRIGATED_AREAS_ -~ SENEGAL RIVER VALLEY

SECTOR NO. HA
ROSSQ )
2 SONADER small perimeters 63 iz282.0
o Small village cooperatives 38 1242.5
¢ Private perimeters—individual owred 15 909. 6
o New SONADER erimaters - 1986 - 220.0
o Large SONADER pEleetEP—M’pﬁUPIE 1 1652. 6
o Small gardens 3 14,0
5320.7
BOGHE
o SONADER small perimeters 23 496.0
o Private perimeters-individual owned 1 -
o Large SONADER perimeter—Boghe 1 385.0
o Small gardens 3 10,0
“831
KAEDI
2 SONADER small perimeters 42 96z.9
2 8Small village cooperatives ] 1139, 0
o Private perimeters—individual owned 1 4.0
o Large SONADER perimeter—Gorgol i 700.0
o New SONADER perimeters - 198¢ - 300.0
o Small gardens 1 4.5
o0 Research Station (CNRADA) 1 57.0
2147. 4
GOURAYS o B
o SONADER small perimeters 21 258.0
2 New SONADER perimeters - 1986 - 132.0
450
TOTAL LAND DEVELOPED p 8809. 1HA
SOURCE: SONADER, PROJECT MAJEURS, JAN. 1986
NOTE ¢ West of Rossa, the Keur Massene area, there are a
considerable number of  privately owned perimeters, and no

official records exist as to how many perimeters there are nor
the total amourt of ha under irrigation.
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found along the Sernegal Riwver. These coristraints arnd suggested
approaches  to eliminate or counter them are summarized in the
exhibit follawing this page, Summary of Major Constraints and
Requiremernts Ir Mauritaiar Farming Systems.

Rainfed and flood recession farms are the first teo suffer fraom
drought conditions. Since these farms are the major producers of
mass consumption cereals grairns, major efforts and investments
have "‘been made tuo develop irrigated perimeters along the Seregal
River ard thus reduce depernderice on rainfall.

Recent estimates place total farmed areas at 169, 000 hectares
made up as follows.

= Rainfed 88, 000 hectares
2 Flood Plaiv - Wadi Dam 75, 500 "

o Irrigated _9, 500 "

1€3, 000 hectares

The country’s potentially irrigable larnd area total 135,000 ha.
The total possible area for flood plain crops is probably saome
70, 000 ha., 45,000 of them watered by the Sernegal River and

25,000 by the Gorgal  Noir. Crops deperdent or wadi-dams could
accupy 20, 0000 ha. instead of the current figure aof 10,000 ha.
As to rainfed cropsy, the potential area of 200, 000 ha will

clearly riever be attairned without a charnpge in present climatic
conditions.

The first moderrn irrigated perimeters in the Senegal River valley
were developed by public initiatives in the early 1970's and are
farmed by private farmers cooperatives urder direct public
supervisian. The parcels size varies from less tharn 0.3 ha in
the small village perimeters to 20 ha in the large scale
perimeters. '

The private sector has started to develop irrigated perimeters in
the Rosso, Boghe and Kaedi areas. The private perimeters are
usually larger than 20 ha. There is no data currerntly available
which permits cost effectiveress comparisons to be made between
private ssctor  and public sector management of  irrigated
perimeters.,

Despite the low yields wof 400 kq. per ha and majcr climatic
uncertainties, traditional dryland and irrigated cases farming
are low-cost and make a majgor and essential contribution tao
family subsistence facod supplies.

Moderrn irrigated agriculture, on the other hang, has yields aof
3.5 tons per hectare, but it is very costly because of high
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o Watering points in pastoral
areas

o Leguminous forage crops

o Dune fixation

o Efficient wood-burning stoves

ACCESS_TO_TRANSPORT o Road building and impraoved
mainternance systems
o Agricultural input scheduling
prior to rainy season
> Barge transport when dams are

completed
INADEQUATE _MARKET o Tranmsport facilities and
INFRASTRUCTURE services
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o Cash crops-vegetables and sesame

> Regional transport crops

o Village crops for credit, inputs
and marketing

ACCESS_TO_LAND = Increase in size of farm family

allocation of irrigated haldings

o Water efficient crops and
improved irrigated land
management

o Relisble indicators of sail
moisture to determine optimum
planting times

o Animal traction/insecticides/
fungicides/herbicides, bird anrd
disease resistant varieties

ACCESS_TO_APPROPRIATE o Extension
TECHNOLOGY o Seed multiplication of improved
seeds

o Diversification of cereal crops
in seed research programs

o Private sector intermediaries
for improved irputs
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MAJDOR CONSTRAINTS REQUIRED ACTION
LACK_OF EFFECTIVE ¢ Improved linkapes betweer agri-
EXTENSION cultural extension ard research

o capability of agents

o Assistance to educaticrnal
institutions training extersion
agents

¢ Integration of Peace Corps
vialunteers

ANIMAL_CROP_DESTRUCTION  « Ferncing alternatives
o Metal fencing or riew perimeters
o Live fencirg or tree lots
o Pernalties apgainst animal cwners

QUTMIGRATION OF YOUNG MEN o Eetter distributicrn of irrigated
parcels
o Commurity development furds




eriginal development costs, use of imported inputs, and the need
for substantial mairternarce of both equipment and the perimeter
canal systems. Experience on bsth sides =f the Sernegal river -
Mauritania and Senegal ~ irdicates that the development of the
erarmous potential of water which will be made available by the
OMVS dam systems by means of construction of irrigated perimeters
will be nmuch slower and  much more expensive than originally
plarnned. Irrigated agriculture is proving to be a highly capital
internsive farming system reguiring uwse of sophisticated and
expernsive inputs and moderrn farm management techniques.

3. THE_SPECIAL_PROBLEM OF AGRICULTURAL INPUTS
There are a rnumber of concerns relating to the agricultural input
supply system. The input supply system caoncerns primarily seeds,
fertilizer and agricultural equipment. Agricultural credit,
research and extersion services are alsa relevant to the extent
that they influerce irput  supply and agricultural praoducticon.
The fundamertal characteristics of agricultural input markets is
the widespread preserce =f shortages.

The improved seeds available in Mauritania are insufficient im
quantity ard quality. There has been some effort to improve seed
quality. The Centre Natornal de Recherche Agronomique et de
Develuoppement Agricole de Kaedi (CNRMADA)Y, created in 1974, has
neither sufficient staff ror moeney needed to operate research
stations in different regions. There is a particularly great
need for seed varieties with shart growing cycles more adapted to
drought conditions.

Fertilizer imports are furnished by SONALER exclusively for the
irrigated perimeters urder their Jurisdictionr. Nevertheless, a
parallel market has long existed which furnishes Mauritanian
farmers with Seregalese fertilizer. The flow of Senegalese
fertilizer has, however, recently dried up due to price
increases, the reduction of subsidies and supply problems in
Seregal.

Practically no fertilizer is applied to rainfed crops. First,
Government supplied fertilizer for these crops is minimal.
Secondly, demand is alsc very weak because producers consider
such an investment to be toao risky given the variability of
rainfall. Fertilizer demand in particular and other agricultural
input demard in general are alsao limited by the lack of financial
resources  among  the producers - farmers have little or ro
dispasable income. The effect of the recent drought has been to
lower production levels and hence bring dowr marketed volumes and
revenues, all of which leaves producers sorely strapped for



noviey. The problem, therefore, is rot cne of input supply which
the private sector can easily address =~ but ore of lack of
finarceable demand fram farmers.

Agricultural credit is underdeveloped ir Mauritarnia. The SONADER
credit system is  in reality a system of subsidies. The anly
credit available is the very limited arnd short term credit
offered by private traders to praducers. Though little studied,
these credit arrarngements are limited in volume.

SONADER has tried to make inputs more accessible through a
policy of subsidization. Upcrn the establishment of a rnew
irrigated perimeter, the producers receive all the piping
equipment at ro charge and pay ornily half the cost of the first
group motor pump. Wher that pump wears out, aoperators receive a
23% reduction on a second. For subsequent pumps they are
required to pay the full price. Furthermare, they receive
without  charge all  consumable inrpu's nreeded to produce their
first crop; i.e., seeds, fertilizers, fuel, lubricant and spare
parts. For the following planting, fertilizer and seeds are
subsidized at a S50% level.

These subsidies have aided the develapmerit or irrigated
agriculture, but they are =pern to criticism ow several counts.

o Subsidies contibute to an irnefficient allocation of
resources because of the price distortions they create.
They favor chemical fertilizer use, while organic
fertilizer use is discouraged.

@  The financial burders placed =rn the borrower — even with
subsidies - will become intoclerable if the planted crop
irn irrigated agriculture fails.

=  Bubsidies are exclusively given by SDNQDER, which
precludes the participation of the private sector
invalved with agricultural input supply. They alsao
peralize the small perimeter producers arournd Rosso who
do rict have access to inputs subsidized by SONADER.

The permarent subsidizationm of input prices has, then, many
negative effacts. The positive effects of these subsidies on the
growth  of  dirrigated perimeters could be better achieved by

increasing the producer price of cereals.

Due ta dorior pressures, the World Bank and the Caisse Centrale de
la Cooperation Econamique  (CCCE) in particular, SONADER has
proposed in its new  four-year plarn  (1985-88) +to reduce its
.subsidies. Urnder this plaw, half of the cast of corisumable
irputs will remain free for the first planting seasorn, and the
ather half will be granfed or short—-term credit to be reimbursed



-
(=4

(1]

after the harvest. Thereafter, fertilizer and seeds will be sald
at cost price. This rew system is to be introduced gradually,
with the price of fertilizer rising by &5% in Jarnuary 1385, 20%
in Jarmiary 1986 and a last adjustment in  Jarnuary 1987 taking it
to full cost price.

The regative effects of the chronic  shortage of irnputs is
increased by the late delivery =f the few existing inputs. The
censequences  of this tardiress carm be dramatic for irrigated

craps, which are subject to a very precise agricultural calendar.
I all the inputs are rot available at the right time production
suffers greatly. The typical example is the lack of fuel and
spare parts for the group motor Purmps gust when irrigation =of the
cultivated parcels become recessary.

The weakness of agricultural extension and other rural
institutions alsco worsen the input picture. The problem here is
not the extension agent training stage, which is done at the
Eccole Natonale de Formatiorn et Vulgarisation Agricole de Kaedi.
Rather, it is the shortage of materials and morey which prevenus
extension agents from visiting the perimeters. The FAO and the
United Natiorns Development Program (UNDP)  are introducing a
projgect aimed at improving externsion efforts, but presently the
wnly effective extension efforts are those financed by various
non governmental ocrgamizations.

The rural instituticons designed to bring producers together into
groups are very poorly developed and hernce rot able to deal with
irnput provision, or anything else. The cooperative movement is
embrycnic and lacks motivation as well as trained staff.

4. MAURITANIAN GOVERNMENIT AGRICULTURAL POLICIES_AND_OBJECTIVES
A rumber of important  and practical steps have already baen
taken by the Gaverrment in reaching its objectives of ircreased
local  productionm  of crops  and  livestocks, stabilizing and
revising ritral —-urban migration, protecting the natural
environmernt and providing ircentives to encourage  private entry
into agriculture and agribusiness.
fud] A $20 million Dases development project Juintly finarced
by the Arab Fund for Econemic and Scocial Development
(RFESD) , the International Fund for Rgriculture
Develapment (IFAD), and the Goverrment of Mauritania is
designed to increase crop production in the Oases through
better water control, extension services, inputs supply
and agricultural credit.

= A livestock develcopment project finanmced by the
Internaticnal Development Agericy (IDA) and the OPEC Fund
facusses on pratecting pastoralist awrership and ensuring
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raticrnal use of grazing land and water points through the
promotice of local pastoralist organizations.

A rnumber of policy issue measures are beirng taken teo provide
incentives for increased agricultural production.

[n(]
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The lard terure problems have been initially addressed by
a rnew law introduced in 1984 which provides for the
pranting of apgricultural land to private individuals and
for the individualization of cwnership.

Producer and cornsumer grain prices have beern increased in
1985 arnd 1986 as part of a thraee year program to bring
wheat and sorghum wholesale prices to  CIF import parity.
Producer prices for paddy rice have been increased since
1984 from 12.5 UM/K to 18.5 UM/K in early 1986. Braoken
rice prices were also irncreased in 1986, Producer prices

for maize and course grains were maintained at =1 UM/K.
The Govervmert alss plans to  reduce free fond  aid
distribution from E0, 000 torns in 1985 to 20, 000 tons in

1986, limiting free food to the truly rieedy,

Fertilizer subsidies were entirely elimirnated in January
1986 to  permit the private sector te erter agricultural
inputs suppi - and distributicon.

A desentralized agricultural farm credit system is being
established by the Naticral Develcopment Furnd (FND). '

Agricultural equipmernt and implements can be imported
duty free if the end user is registered as a farmer.

An agriculture and livestock investment code prepared by
the FRO is nrow under review and is expected tao be
approved  in 198¢€. It provides for incertives to
investments in agriculture, agribusiness and livestock.

A rnumber of comments fallow on certair agriculture aspects of the
Economic and Finarcial Recovery Program for 1985-1988

Ar irncrease of 40% in food grains production is extremely
ambiticus, and will rnet be achieved inm view of the
agricultural sector's past praducticon records.

The Goverrment should consider a slow down iv rnew

perimeter develapment in favor aof an aggressive
rehabilitation program of the present perimeters - land
leveling, modification of irrigation canals, concrete-

gated water contral structures, and redesign of motor pump
systems.



= Magor private sector initiatives should be ericouragerd in
the implemertation of rew irrigated arcas. The private
sector has the recessary canital arnd with techrnical
assistarce and profit  incentives coould make a ma o
comtribution.

(1) The_Role of _the Ministry of Rural Development in

— . e e . e o e = P

The basic task of the Minisiry =f Rural Developnent (MDR) 16t
implement the ecomcomic and techrical development <f the rural
sector. The Miriister of Rural Development i1s resporsible for
agriculiture, livestoeck arnd the cornservation of matural resources,
The Ministry pravides admirnistrative oversight over seven
semi-autonomous public agercies.

= CNRADR - Agricultural Research Center

= Center Mlational d'Elevage et <e Recherche Veterinaire,
CNERV

2 M'Pourie State Farm

o SONADER - Parastatal Organizationm
o ENFVA —- Training Extensicn 3choel
=  SOMECOE - Marketing of Livestock

< SOMALIDA — Mauritanian and Libyar Company for
Agricultural

The Secretary BGereral of the MDE directly wversees the aperations
2f the Ministry, and the regicnal develaopment ocrganizations,
which are most directly charged with assisting farmers in a
variety of ways. He is also respeorsible  feor the activities of
ari@  magar parastatal, SONADER (Societe Nationale Pour le

Develzppement Rural) and all s=ther orrganications under the MDR
autbority. Refer to the organizaticw chart which ¥ollows this
page.

Witnirn the Ministry there are four technical arnd organizatianal
offices described beluow, which work clusely. with regicnal
governors ang the rural population, as well as  in overseeing the
activities of the parastatals irnvalved in agriculture.

s RAgricultural Division (Direction de 1’Agriculture)
The Agriculture Divisiocn has  two principal furctions directly
relatec to food prooucticon: agricultural extonsicn  and plant
profection. Ar agro—metecraological service gathers
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metecrological data  impertant  to agriculture, and a Bureau of
Studies ard Development 1is responsible for varicus kinds of
special studies and statistics. An Ertomolagy laboratory is alss
undar the Central Office. '

Sevan expatriate specialists im the Central Office include a
hydrologist, meteorologist, three agricultural ecorcmists, an
agronzmist and arn entomologist. There are nine rengiocsal offices

each headed by a "Chef de Secteur." Each secteor has persormnel
who are supposed to carry out agricultural extension programs,
ard plant protection activities. In addition to  the Regiconal

Offices, there arce were eight furcticrning Agricultural Externsion
Centers (CERs). ARll were located in the main agricultural areas
of the south-east and south, but due to the budget constraints
only two row have staff and are still functioning. The CERs
functicn during the craop Planting "campaign," but are irmactive
during the remainder of the year.

The externsion program is weak in scope and effectiveriess because
of  budget restrictions, lack of specialists for planming and
preparation of extension programs, arnd lack of adequate liaison
with the research center. A  three-year UNDP-financed and
FRO-executed project was scheduled for August 198S. The major
- objectives of the program include am evaluation of MDR extension
needs, and recommended training initiatives to effectively
communicate appropriate techrniques to traditicmal farmers.

Priority training reeds were identified in the following areas:

o Soil Sciernce o Cereal Crops
o Entomology o Apg. Extension
o Livestock Production © AQ. Economics (ap.

creait)

@ Horticulture (fruits, vegetables) Ag. Machirery
Mauritarnians are riow being trairned abroad for the Division in
horticulture, entomolagy, plant patholagy and airicultural
machirery.

The first requirement of an effective agricultural extensicn
program is & package of appropriate techrology or practices
suited to the needs of the farmers which will deliver ecorcmic
increases in production. Such techrolaogy must be developed o

verified by in-country applied research carried out by qualified
research persormrel. These training rieeds of CNRADA are to be met
under an OMVS progect. Short-term seminars and refresher courses



will alsc be worpanized ard furndea to strerigthen the techrical
agents and agricultural officers onr appropriate techriclogy and
agricultural policy plarming i1ssues.

Every Divisic.. Directer of the MDR interviewed stated that
specialized mampower was his greatest reed. Middle ard lower
cadres are penerzlly available, although admittedly of variable
guality. Lacking are agricultural specialists to plarn arnd
moviitor  the implemerntation of praoduction  programs and other
agricultural interverntions.

o Livestock Civision (DNE) - The Livestock Divisionm is
responsible for Arimal Health -  field service and the
armual  rirderpest vacciration campaigrn - and Animal

Producticrn, DNE mairmtains its headguarters in Nouakechott
ard nas 11 field centers ir the regiocnal centeres plus 19
veterinary field statiors, most of which are located inm
the southerrmost third of the country. Each regional
center is staffed with a sernicr livestocok technician
responsible for the cupervisiorn of the field stations 1n
his region and for plarming and executing the arnual
vaccination campaign. Drups, however, are usually not
available for budgetary reasons, and the conditions of
infrastructure, the state of mainternarce of ithe cold
chairn and vehicles, as well as staff motivatiorn make
vaccinatios agairnst the major  disease rinderpest and
pleurcpreunsnia difficult. This problem is t>  be
addressed directly by a proposed project, which is the
second Livestocok Projgect, IERD.

® Bural Engineerinn Divisigr (Gerie Rural) - The Rural
Engimeericsg Division is respansible  for  plarnning and
comstructing small dams arnd dikes which control and
regulate the use of rurncff water, The water retained by
these structures may he used for crop produaction
following recession of the retained water, liveestock
water or replenishment of ground water by infiltration.
In 1983, crops were grown on an estimated 5, 300 hectares
of land flooded by small dams arnd dikes.

This Division also assists cooperatives in  land preparaticon, and
the installatiorn of pumps  and carnals for irrigation of small
perimeters of 10-20 hectares.

The Cerntral O0Office has the following divisions: Dams and
Comstructiaon, Topography, Hydraulics, Studies and Planriimg, and
Programs and Evaluations.

: For field work there are four mabile brigades each comsisting a
bulldozer, a front loader, ore dump truck, a mecharnic, and a
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welder. Two workshops and twa servicing stations are responsible
for repair and service of equipment.

7 Epvironmental Protecticon Division (Protecticon de la

Nat ure)

This Division i3 responsible - in collaboration with other
interested Divisicons - for the appl.rcaticn of measures to reduce
desertifications, for soil and water conservation, protection of
the wvegetable cover, protection of wildlife arnd contral of
Nt ing. The Division is  orgariczed inta twos services:
Reforestation, and Cornservaticon of Soils and Rarngeland.

Each of the rnine regiors has Envirormertal Protection Inspectors.

They are usnally middle-leve!l ersonrnel who supervise lower—level
b Y P !

agents responsiblie for enforcing  laws regulating the cutting of

trees, hunting, and burning of rargelarnds. Irm theory, permits
Ara required  fore Tree outting aid charcoal product Do,
Ernforcement, however, ig mirimal due to am inadeguate ~umber of
agents and an urgent reed for  fuel iv Sowrns and villages. An

@estimated 89 percent of the posulation depernd wpor fuel from
wizud Bther tharn a few orojects Finarncad by external zources,
little raforestation i taking slacs  becauss of Ludget
restrictions and persornmel limitaticns.

The Bureau of Soil Conservationm and Ranzelandes is resaomsible Foe
anti-desertification programs et For grazing controls. Thie
contiring lower—-tharm-normal rainfall and risirg  population is
putting ircreasing pressure on land and vagetation resouwrces. i
chvious prablem of ssrious proportioms s sand invasion  that is
ceourring din o a large  area south oand easht s Mavaxchots where
dunes ars moving across  main  reoads and destroying vaegetab o,
Dure stabilizationm and reducticn of soii Dicwing are undoustedly
the most cdifficult problems confronting the Divisian. Arotecs lon
of rangelands  from overuse - an area oFf 123, 620 square meters -
through conmtrolled grazing is alse a functiorn of the Division.

fir
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(ENFVR)

The ENFVE  was establisned at Haedi iv 1967 ta train middlie amnd
lower level agricultural externsion agents. Trmitially, it was
attached to the Mirmistry of Educatior, but inm 1978 thae.school was
pPlaced urnder the Direction of the Ministry of Ruwral Development.
Graduates are assigned to azpropriate Divisions  of the Minizstey
of  Rural  Development: crop productiorn, oron grotecticn, amimal
nusbharndry arnd livestook health, rrE l engin2ering, e
envirarmerntal srotection. Some of the graduates may be assigresd
to SONADER and ThNRADA cepending usorn rnesed and avallasility.



Saudi Arabia has agreed to  finarce the cost of exparnding the
facilities ard staff to handle 200 studente arnd to ircluce
teaching in Arabic as well as Frerch. This expansiorn will erable
the school to graduate about 100 students each year instead ofF
Z0-40 the presernt rumber.

The cwrriculum  is divided into  the following sections: Plant
Protect ion, Rural Erngineerinrg, Ariimal  Husbardry, Agricultiwral
Extersion arnd ' Cooperation. tntering  students are piaced in
either the "B" level curriculum for theose vith  the Raccalaureabe
who enter directly from secondary echool, or the "C" level wiich

1g opern to students with a primary educaticr  plus two years of
secondary schooi, anc to lower "cadres'" who have gracuated From

primary school and have threae vears of work eqperience.

() Ib@-Bglg_gf_zng_Eétégzétélé_in__th2,9££1gulzu:§i_gggtgﬁ
In Mauritania, parastatals are semi-antononous ocrgarnizations with
government participation which are not under the direct control
of a particular miristry. The actual degree of audtornony of those
parastatals is rot entirely clear. They are usually Ffree From
mast management regulations goverrning  Ministry operations, such
as salary structures and persormel practices. Their maragemert
autonomy varies considerably according to such factors acs:

o The importarnce of the enterprise to the naticonal ecarcimy
2 The profitability =f the enterprise
«  The capabilities and perscralities of the director

The maragemert autonomy of the parastatals is limited by the fact
that the directors are appointed by the Council of Ministers., Fore
parastatals in trne agriculitural sector, appointments are largely
o the advice of the Mirnister of Rural Development. F1l
parastatals "report" +to an office of the MDR or the Secretary
Gereral.

Theoretically, parastatals were intended to be self-gufficient
revenue-generating orpanizations desigrned to accomplishk specific
ecomomic and social tasks which the goverrnment cdesmed to be in
the natiornal interest. The direct participation of fthe
povarrment was due to inadequacy of private capital, shiortage of
techrical expertise and the fact that a goverrmental entity was
required to coordinate  and manage multi--doroe programs of
finarcial and techrical assistarce.



SONADER was established irn 197S 2y governmeal  dacres:  as a
parastatal organization responsible  Foore Pydro-sagricuelturald
development in Mauritarnia including studies, planﬁimc cEs i,
construct ion, and mainterarce. it is  alscs responsilbla Fore

irrigated perimeters, training of farmers, agricultural iviput e
through credit in kind, ard leoan/cebt collection From farmers,

The overall ocbjective of SONADER is 4o carry  out all actaivities
reguired to replace flood recessisnal agriculture in the Sernegal
and cther river valleys by controlled irrigation systemns, and to
train farmers as rapidly as possible in rnew improved prodoact iom
techrnology.

SONADER is a large organization with a central office in
Nouwakchott ivcludirng  arn Administrative and Fimancial Mamagmwﬂmt
Division, a Technrical Division, a Control arnd Marmagemarnt OFTi:
Regicral Divisions are located at Rossa, Kasdi, arnd Boghe. Snmp
field activities are underway suach as  progects at  Foum G0 gita,
Achram ard Gouraye. Refer to the two exhibits which Fallew this
page, Orgarnizaticrn Chart - S50MADER, arnid  ZONARDER Professional
Staff by Categaory.

Techriical and mrofessiornal  staff  in SONADER rumber 83 at
hMeadguarters and appraoximately 270 in the field divisicons,
Persornel in the central office represent 24 percent of the total
number and those in the field 76 percent. O0f the 34 exratriates
furded by techrnical assistarce prograns, 1% are assigred to
headguarters and 20 are in the field.

Scme of SONADER's difficulties lie in factors beyond its cortrol:

the lack of infrastructure, producer prices which are sometimes
below producer costs, and the lack of support  from  obher
imstitutions., The Fonds Naticrnale de Developpemert a la Securite
Alimentaire has vzt had mucih experience ir the direct
administration of the rice processing factories and the Centre
Nationale de Recherche Agroromique de HKaedi has come up with feow
wseful results.

Mzst  importantly, however, SONADER has been plagued by severe
land rights praoblems. The development of irrigated agriculture
is being constrained by land right structures basad or
sharecropping and serfdaom. A first law onm land terure was Passed
in August 1960, but traditicrnal law (Droit Naturel) has prevailed
arnd Mauritaria is still, irn  fact, divided wup into a set of
territories belonging to different groups and clans.

After marny conflicts aver land rights, particularly in the Gorgol

praoject area, the Goverrment ocegan a land raform programn with the
adopticon of an ordinance  in June 19583 o landbolding and ertqu
recrganizat ion. This ardivarnce was followed by & Dacre

d'Application in Jaruary 19384, The principal objectives Boagnt

by the reforms were the recognition by the state of Private
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praoperty, the transfer of vacant plats to  the state, the
abolition of the traditicnal lard terure system, the grarnting of
large plots only in certain cases - and thern only if the
legitimate interests of small holders could be safepuarded.

It is still too early to Judge the impact of this reform. It
should promote a more efficient use of the country’s agricultural
potential while at the same time reducing rural inequalities. By
way of example, in the Gorgol project former  landowrers retained
crne—third of their original properties, The remaining two-thirds
were distributed to rnew farmers.

SONADER has also cantributed o its oW proablens. It has suffered

from the "parapublic crganization  syrdrome": shortage of
gualified and motivated pzople, surplus  of wngualified staff,
bicated headquarters staff in relation to field staff, slow and
complex  administrative procaedures and, firnally, lack of

administrative controls which erncourages waste,

The lack of a clear definition of resporsibilities has led
SONRDER to take up a multitude of furicticorms arnd to disperse its
efforts in a variety of WaYS. First, SONADER suffers from

gecgraphic dispersion sirnce it interveres  in  environments as
diverse as Trarza and Hodh. SONRDER’s role is alsao technically
dispersed giver its goals of promxting  rnot only  large and small
irrigated perimeters, but alsn hillside terraces and ridpes.
Finally, SONADER is furcticrally dispersed, as it is supposed to
praomote production, supply irvrputs and ocredit, and supervise
irrigation and marketing.

The laying out of large perimeters at Bopghe, Kaedi and Gorgol
Noir has also contributed to SONADER's  financial problems. The
cost of develaping one  heciare =f a large perimeter is on the
order of orne millicrm UM compared with 120,000 UM for a hectare or
a small perimeter. Furthermore, large perimeters require &
higher level of technical support to maintain their externsive
irrigation networks. Pumping staticons, dikes ard camnals a’l
become riecessary. Local populaticons can hardly be expected to
defray much of the costs of these ofter gigantic progects.

The fact that large perimeters have major defects doesn’t mean

that smaller cres are a pariacea. The supply of "fonde" lang -
the sidebarnks aof the river - suitable for  drrigation in small
plats is practically exhausted. In addition, small perimeters
are often too small to  be profitable and  their gecpgraphic

dispersior makes extersion and pump maintenance difficult and
costly,

The priocrity given to rice has alsa beern criticirzed. Fesides the
. fact that it is less rutritious than millet, rice requires much
water and is subject to a very precise rcalerdar. On the cother
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harnd, under gaood conditions, rice gives high yields and could in
the laong run substitute for imported broken rice. :

Im the face of these problems, SONADER has embarked on an
important restructuring. Management has reduced +the ratic f
headguarters staff to total persornrel from 46% in 1979/80 to 18%
in February 1984, It also created a Bureau d’Etudes et de
Cormtrole des Travaux in October 1283 as well as an Entreprise da
Terrassement et de Genie Civil apari to private sector financirng.
SONADER will henceforth deal orily  with irrigation policy and
progjects.

As of Jaruary 1386, SONADER has embarked on  a racorganization
wnder which it will wa lomger  support the programs of agricul -~
tural credit ard agricultural irmputs to the SONADER perimeters.
The main reasocn  For discontivuing thnese two operations are
twofold: first, SONADER is rat efficient ir the marnagemernt of
thecse services, in particular the contral of non—payment of loans
by farmers which has caused large deficits; and second, SONADER ¢

subsidies to  farmers attracted marny into the irrigated perimester
projects who  are riow  urable to repay their debts. A11 assets,
such as cutstanding debts by farmers, cash reserves in barnks, and

lires of credit for perimeter developmert from foreign dornors
will be transferred to FND, the major state development bark.
The entire credit organization including all remaining inventory
such as motor dumps, agricultural inputs, ard two warehouses, orne
in Rosso  and the other irn Kaedi, will be givem to FND.
Herceforth, SONADER will be carcerned exclusively with cverall
plarimivg arnd the preparation and supervision of individual
projgects. SONADER’s maragement stated that the orpganization
desires to privatize all its repair shops.

o L.5.R. (Food Security Commission)
The Food Security Commission was established September 22, 128z,
by Presidertial Decree 920-82. CSA has the rark of a Ministry and
is placed directly under the tutelage of the Head =f State. It
is headed by a commissicrner and tws assistarnt commissiorers. The
C. 5. A. represents the combining of tws  former institutions, the
Mauritanian Cereal Office (0.M.C.) ard the Food Aid Commission
(C.S5.A.).

The O0.M.C. had been established irn 1375 with the ohjectives of
establishing a millet and sorghum  purchasing  and marketing
orrganization capable of preventing unequitable and speculative
grain distributicon within Mawritania, particularly during a time
of sparse ard erratic anmual rainfall. Although  0.M.C. fully
plarmed t=o  purchase foreign grain for resale withinm the country,
as SONIMEX does for rice, it lacked the furding to do so. With
domestic production dropping to well below subsistence levels,



D.M.C. came increasingly to be simply a corntractual supplier of
services to the Food Aid Commissiorn itself founded in 1973,

The Food Aid Commissicor  (C.A.A.) was empowered to marnage donor
assistance grain. Originally desigred as emergerncy drought
relief, dorior grain  from a variety of scurces, including the
World Food Praogram (F.A.0.), P.L. 480 (USARID), and West Germany,
has increasirgly come to be relied upoin by the Mauritanian
populat ior. According to F.R.0. sources, Mauritarnia at present
anly produces €% of its yearly grain rieeds. Much of the balarnce
is made up by food imports and aid  and clarndestine imports from
rneighboring countries.,

The Food Security Commission  (C.S.A.) is composed of four
departments: Administration and Finance, Commercializatiorn and
Food  Security, Emergerncy Aid, Logistiec and Transport, and ore
transit office. The mrganizaticon empldys a total of €00 pecple in
its various distribution points throughout the country.

The Fouxd  Ald and Marketing departmernt (D.C.S.A.) is charged with
the primary crpanizational mandate of defining food distributicon
policy, creatirg and managing food stocks throughout the country,
and selling the grain at contrelled prices and quarntities to
retailers. CSA alsc buys paddy rice from farmers, cornverts it
into broken rice, and sells it to SONIMEX (see below) for
marketing.

¢  SONIMEX (Naticnal Import-Export Company)
SONIMEX actually imports anly basic staples, prifncipally rice,
sugar and tea, arnd exports only  gum arabic. It also purchases
domestic rice production  from the Food Security Commission
(C.5.A.) for distribution to its 128 sale points  throughout the
courtry. Founded in 1966, SONIMEX is a mixed company, owrnec
partly by the State (61%4) arnd partially by the Mauritarien
private sector (3I9%).

The cres* ion  of SONIMEX reflects the concerrr of the Mauritanian
governrent to stabilize price speculation ar the basic stanles ‘of
rice, sugar and greer tea. Alorng with CSA, which has the moveapoly
on purchase and distribution of domestic arnd foreigrn—doricr cereal
grains, SONIMEX is instrumental in the distribution of price
subsidized food staples throughout the country.

SONIMEX distributes its products through a netwsrk of 115
distributicrn apgerncies in the proavinces  and  seven stores in
Nouwakehot t. A fleet of 18 trucks carry the products  from the
port inland. In 19580 SONIMEX distributed 57,6833 tons of rice,
19,706 tons of sugar, and 3,952 tors of green  tea. It also
: imported in that year 3,338, 000 meters of guirea cloth.
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Exportation of gum  arabic has faller off greatly during the
1370 s, dropping from 1,635 tons in 1975 o only 131 tons by
1980. This situation has rcot improved in recent years.

The drap in export receipts has contrasted greatly with a
phercmernal irncrease in rice imparts, the latter rising over 600%
betweer 1375 and 1980. The trend, too, has continued over the
last three years.

SONIMEX buys rice on  the world market or  from CSA’s refired
domestic production and sells it at a substantial loss to
consumers., The loss, 4 UM in the case of domestic rice, is
partly cocmpersated by praofits from sale of tea arnd sugar,

SONIMEX is widely criticized by the private sector for the very
high prices at which it sells sugar and tea. Sugar, for
instance, is sold at three times CIF costs, SONIMEX is
considered a prime candidate fer privatization.

Other public enterprises wperating  in the agricultural sector
are:

= SOMECOE — a livestaock marketing enterprise rnot cperating

at present and a candidate for liguidatiaon.

= SAMALIDA - a Libyan Mauritaniar enterprise for

agricultural development which operates a poultry farm
and an irrigated perimeter rear Rosso.

o END - a developmert bark responsible for agricultural
credit.

2. THE_ROLE_OF_THE_PRIVATE SECTOR IN AGRI-BUSINESS
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Mauritanian agricultural activities and medium and small scale
marifacturing industry including agri-busiress are predominantly
under private cwrership and control.

The importart livestock subsectar is entirely in private hands.

Twa forms  of animal breeding cocexist - traditieonal pastoralist
and "modern" livestock farming. In the traditiornal pastoralist
system, the herdsmer are usually the owrers, while for modern
livestock farming the herds are owrned by investers and

speculators living in the cities while the herdsmer are hired
emplaoyees.

The private sector cortreols all livestock-related activities such
as domestic ard export armimal marketing; animal feed product ion,
import and distribution; and milk, meat and hides distributiconm.
The private sectar alsa controls the still small poutltry farming
seagment.



Oases, flood  recession, rainfed arnd wadi dam agricultures are

also entirely private secteor activities. Crop  producticon,
collection, distributicon and marketing in these segnernts are
carried out by the private secter. In these agricultwral
segmerits farmers are larndowners o they farm under share cropping
arrangement s. Traditioral agriculture is based orn direct
exploitation by the landowrmer or by sharecropping arrarigements.
Percel sizes are small - .5 ha. ir the oases region and less than

S ha. 1rn the drylards areas.

The irrigated perimeters developed recently in the Seregal River
Valley are mostly ocwrned by private busiressmern and merchants
living in the cities. These perimeters are exploited by hired
workers from the two sides of the river, Arn estimated total of
2y 600 ha have been developed iv the last three years, Paddy rice
production from these perimeters is sold to CSA while other crops
are collected, distributed and commercialized by private secteor
cperators,

Agricultural irnputs and equipmert are supplied by the private
sector. Traditiocral traders import  arnd sell fertilirers, pumps,
tractors and other equipment, implements and sp&re parts,

The market for these commodities is still small but developing.
The private sector has sufficient financial rescurces and
experiernce in the import of agricultuwral inputs and equipment to
supply the interral market. The mair =bstacle to the developuent
of this activity is market demard and agricultural credit. With
a working agricultural eredit system established by FiD, &
substantial ircrease in paddy-rice prices, and the end of
fertilizer subsidies by SONADER, the interral market Ffor
agricultural irputs ard equipment is expected to develop rapidly.

Irv agro busiress, at least eight irdustrial units - all privately
cwned and  managed - are in aperation. These units produce floue
and paste (FAMO), biscuits (IBS), candies (COGITREM), animal feed
(SOMADERE) , milk (SLAM), mireral water (50MER) , Coca Cola
(SDBOMA) and pesticides and detergents (CIPROCHIMIE). Profiles
of six of these industrial units are presented in ancther sectiomnm
of this report.

These agro industries face a rumber of problems: high tariffs on
imported raw materials, a small internal market, high taxes and
utility cwosts, and substantial competiticrm from wmemn aunthorired
and contrabarnd imports of  similar praducts on which duties are
not paid.

These industries are mariaged by talented arnd ambiticus yoirng
executives with the will to succeed arnd a clear understanding of
: the problems they face.



Nowakeohaott is the Frimary certer for private sector activitias in
agri-husiness. There are a number =Ff private traders who are
basically commodity importers. Owriers ard maragers of thece
trading crganizations are astute ard corservative busirnessmean of
long experierce. They do rot carry large insentaories fore several
reasons.

o SONADER ir the past has sold agricultural ivputs to the
farmers at subsidized price<, virtually eliminating
private sector trarnsacticrs.

o Without writter MDR autborizaticorn oo Government tenders,
private sector importers wust pay duty on their imports.

o Goverrment controls on margins and prices have
discouraged private sector inventory building and sales
pramot iorn.

Many private traders interviewed believed that the agricultural
sector  at  the present time is not an attractive market. The
trading commurity is well awars =f SONADER? 5 deficit operations
due in large part to farmer default on loans runming as high as
&4.5% (SONADER Credit Divisicnm, 1986).

Small private sectar farming operaticons are begirmirg to be
establisned alorg the Seregal iliver basirn. The completicon of the
Maramtali Dam will provide regulated water flows and permit
profitable double oropping systems.

Nouwakechott traders state that they are currently supplying these
new  private sectar agricultural enterprises. Unless the
individuals involved are well krown to the traders, however, most
transactions are an a  £5% down paymernt and payment on delivery
basis. Some limited monthly installment payment plans were alsao
rnoted. These =redit transactions do not usually inveolve interest
charges, but when installment payments are utilized a premium is
added to the original s2lling price.

Traders importing against Goverrment approved tenders -~ pumps o
fertilizers, for example - normally import additional quantities
for their ocwn  account  for sale  to private sector customers.

Fertilizers are rormally imported from Europe, with Belgium in
the lead paosition due to rnormally lower prices. Imports of grain
harmmer mills from Denmark were rioted, orne trader reporting import

of 400 such units per year ard sold om a cash basis. Ore large
trader imports Ernglish Lister—Gaoodwirn pumps and Italian Capan-Vn
pumps and a variety of spare parts, His customers include

SONRDER, private sactor farmers, Peace Carps, FND approved
credits and the World Bank.
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Traders are aware that the FND - which will guarantee loans made
to farmers - ig stepping in to fill the credit gap caused by
SONADER’s withdrawal from this field. They believe that there
will be, as a result, a positive change in the credit situatiomnm
and &r expansicr in private sector agriculture.

Private sector importers follow normal credit practices to obtain
letters of credit anc Toreign exchange. Some importers operate
against letters of credit opened by Eurapear barks with whem they
have had lang standing relations. No magor  problems were
reported  in securing import authorization for  agricultural
irnputs.

E. OPPORTUNITIES AND CONSTRAINTS_IN_PRIVATE_SECTOR DEVELOPMENT
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Cornstraints to private sector develapfment of agriculture and
agricultural inputs are rumercous,

o Inadequate rainfall and harsh ecological conditions
o Insufficient physical and institutional infrastructure

@ The lack of adequate training ivn modern irrigated
agriculture

& The high ccst of water and agriculture develocpmerts
o The high recurrent costs of i»rigated agriculture

¢ The lack of proper mainternance for pumps and agricultural
equipment

¢ Land terwure problems

¢ Inadeguate financial resocurces
The low yields in agriculture are also a constraint caused by a
combivation of some of the above prablems. Low producer prices

are also a disincentive for private sector development in
agriculture.

With the rew land termwre legislation, the recernt substartial
increases in  cereal producesr prices, and the establishmert of ar
agricultural credit system within FND, saome of the above

constraints will be alleviated.

The construction of the Diama and Marnantali dams on the Seregal
Rivir will allaw a double Cropping system which will increase the
s prafitability of irvestments in agriculture.



The existerce of irrigable land in ‘the Seriegal River Valley

estimated at 135, 000 ha. - of which less than 10,000 ha have beer
developed—- presernts a poterntial for greater private sector

invalvement in agriculture.

The repeated droughts have made traditicnal pastoralism a very
high risk business, and reliance o  animal feed, a costly
soxlution for cattle raising. The development of rarch farms in
the Seregal River Valley irn which maize, alfalfa, scrghum and
barley are grown to feed cows, sheeps, grats and camels is
certainly a viable alterrnative and arn opportunity for private
sector development. There are cther opportunities for the private
sectar, .

2 The development of modern irrigated farms to grow rice,
maize, vegetable and fruits.

o The development of modern poultry farms.

o The developmert of modern pearmit and soga farms to supply
an edible oil refirery coming on streamn.

o The developmernt of dairy farms to supply SLAM.
In additicrn to  these opportunities in erops  and  livestook
production additicnal opportunities exist for the private sector
in the fallowing areas:

@  Agricultural inputs and eqripment supply

o Pumps and cther agri-ultural equipment and implements
maintenance ard repair.

2 Irrigated perimeters develaopment and maintenarce. A
private sector enterprise with adequate soil  moving
equipmenrt and  know-how ©can  implement agricultural
development projects for private investors.

o Irrigated perimeters design and layout, A private
consulting firm can specialize in agricultural progect
design arnd supervisicor.

A number of magor conmstraints exist which will pose problems fae

private sector entry into agribusiness ventures.

o Import Duties. The Goverrment has imposed an  import tax
of 63% on spare parts and pesticides, whereas all other
agricultural inputs ard rquipment are duty free. The 65%
duty on  spare parts is extremely high, and will impose a
majgor constraint on develapment of the agribusirness and

the agricultural sectors. With regard to parity, spare



parts exclusively desigrated for agricultural use sheould
be duty free. The 6&5% duty on the importation of
pesticides is forr a manufactured oroduct.  However, the
local pesticides firm in Nouakechotis imperting raw
material at 40% duty and an additieonal 10% sales tax on
his marmfactured product. These high import duties are
usually passed on to the consumer, thus impedirng the
wtilization of a product that at times is a vital
necessity for crop protection, A study should be
conducted with a view to the elimirnaticn of import duties
on spare parts for agriculture and an the raw product fonr
the formulation of pesticides.

o0 Local Taxes. Considerotion should  be given by the

Ministry of Finarnce to recduce the tax rate in the areas
directly related tc the agricultural secteor: the private

agri-business firms and agro—industries. These twao
sectors must be given scome tax relief consideration,
since the prices of commodities utilized in the

agrieultural sector isg passed onto urban consumers and
the farmer.

o Price Control_and Margins. A constraint to agri-busirness
develapment in Mauritaria is the Goverrment's pxlicies on
pricing and margin conmtrols. In mary cases, controlled
prices are set so low as  ta discourage private sector

participation.

Similarly, loaw official prices can serve to depress
praduction, divert sales to the black market, or result
irn losses for the enterprises.

¢ Contraband Activities. The pPrivace sectcor traders are
complaining that there are too many illegal imports. The
private sector is paying import duties ard leocal taxes,
and they bhave ro protection from products entering the
market without paymernt of taxes and duties.

o Inadequate_Infrastructure. Infrastructure is a major
obstacle to the further developmernt of the agricultural
sector. The often impassable secondary and evern primary
roads, carn prevent extension agents from reaching the
farmers, and inhibit the delivery of irnputs, and the
disposition of outputs. The truckers are reluctart to
cperate on  the poorer roads and there is diffieulty in
hiring private truckers, wher rieeded, to deliver inputs.

There are other important constraints: lack of specialist skills
in agribusiness and technical services, insufficient supply of
cagricultural products for processing, and lack of credit.
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Despite these difficult constraints opportunities exist vfmr the
private sector to  invest in agri-busiress. The faollowing
progects are in an advanced stage of develapment. They all have
feasibility studies. Some have already obtained the necessary
financing, while cothers are being appraised by internal and
foreign finarcial instituticns.

= An edible nil refinery in Nouakchott (SOMIA)

@ A tomato carning factory inm Rossso (CMCIA)

o A dairy farm in Rosso (SMIL)

o A fruit juice ard syrup factory in Rosso (MAG)

2 A saft drinks factaory in Nouadhibeu (EONAM)

A grain mill in Nouwakchott (CONTINENTAL MILLS)

G

@ A number of poultry farms in Nouwakehott, Nowadbibou,
Rosso and Atar.

These projgects are all promoted by the private sectsr and will be
implemernted cver the coaming three-year periocod.

Other irvestment 2pportunities for private sector in agribusirness
‘are:

o Rice mills

@  Sugar care plartaticrn and sugar refining
2 Cotton plantatiorn ard textile.industries
o 8kin and hides tarning

o Fertilizer production using the phosphate deposits rear
Kaedi

o Meat praoduction and export.,

A highly interesting area for the private sectocr could be
outreach farming. Mr. Karl Schakel’s investment program for
example, has wobtairned a US $2.5 millicn AID locan fer prajgect
identification ard is ar example of the type of cutreach farming
which should be encouraged. Successful examples of ocutreach
farming have demoristrated the private sector’s anility to support
the participating small farmers with a demornstration farm, farmer
loans, agricultural inputs, transportation and market ing.
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7.  RECOMMENDATIONS
USAID Mauritamia can easily identify any riumber of valuable and
timelv initiatives for a private sector program - givern furding,
staffinr and sericr management involvemernt arnd support. USAID
programmivg carn consider at least faur types of private sector
projects.

¢ Policy dialogue_issues

Influerce the Goverrmert to make palicy and program
charges which will ‘remove constraints and barriers to

entry identified irn this report  and thus erncourage
private sector investmerts in agriculture and
agri—husiress, Such efforts can be wunilateral oroin
concert with the domor community. .

The private sector requires basic infrastructure, trained
pecple and firnarncing. USAID has suppaorted a variety of
such  programs  in West Africa  with the objyective of
encouraging private sector investments. i
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There are, again, any nrwumber of  possibilities  fer
technical, marketing, firarcial and training assistance
to the private sector. This report should  provide many
examples.

While a difficult - and normally a highly palitical
undertaking — the Boverrment appears ready to abolish,
rur—down, reorgarnice, privatize or contract-out a rumber
of typically private sector activities riow in the hards
of various parastatals.

A key element in any USAID private sector plarning for Mauritaia
should be to let private sector programs "grow  out" of  past and
or—-goivg programs which provide the Missiorn with ir—house
experience and expertise.

Ar armex at the end of this section, USAID Agricultural Project
Summaries, describes USAID Mauritania’s currert programs.
Suggestions are made faor private sector activities which can
. naturally grow out of these programs and projects.



A second anrex, Agricultural Profiles, alsc contains examples of
small and large agriculture projects seeking investment and
techrnical assistarice. The concluding portion of this section
suggests several specific private sector-related project areas.

Three of the most important rneeds in the agricultural secteor are
probably not susceptible o private sector initiatives. Unless
addressed by someocre, however, these gaps will sericusly retard
even small improvemernts irn  agricultural production  and food
security.

o Extension_Training. A need to provide long-term training
to agricultural agents of . SONADER and the Agriculture
Division of the Ministry of Rural Development. Survey
team field trips identified the manifest weaknesses in
the agent system and the high level of needs of farmers

for advice.

o  Agrigultural Credits. Credit to the pradomivant ly
private sector farming segment is a majgor problem. The
FND is attempting to cover the rneeds resulting from
SONADER’s withdrawal from agricultural credits but is
inevitably facing the usual problems of orgavization,
staffing, training, and systems. Assistarce - financial
and techrical - in the developmernt of a financially scund
agricultural credit institution will probaiuly be
essential if the FND is %o succeed. Private sector
solutions to the urgent prablem of  farm credit are
probably not  realistic in the medium term although
private sectocr outreach farming including built—-in
credit approachbes should be supported.

@ Road constructiuvn_ _and_repair. The USAID and the donor
community should sericusly consider continuing support
for the further developmert of Mauritania’s Seregal River

Valley rioad system.

USAID shaould attempt to develop at  least orne private sector
development project  ir agriculture or agri-busiress. Praograms
could cormsider utilization of PL 480 counterpart funds - o beoth
darcr-ponled e USAID stand-alane progects. Such progects should
nave little trouble qualifying for such funds sirce they will all
directly or irndirectly address "feood security" abjectives.

o EHLLQ:iﬂ*tbE-EEi!éEE_§EEEQE_EE_§¥i§§lﬁQ_H§QLQ_EEQQE§m5-
Review current arnd proposed funding for agriculture to
determine a possible private sector rale. Construction
and maintenance are good examples. The survey team has
seen major comstruction and eivil engineering projects
successfully undertaken by private sector Mauritanian
engineering and construction firms. Consideration should



be given to the use =of such firms in road progect design,
progect management, cornstructiorn and mainterance.

o Consider Furnding "0Dld" Perimeter Rehabilitaticon Usirng the

Private_ _Sector. Mery old irrigated perimeters are in
need of rehabilitation inm  the Kaedi, Boghe and Rosseo
regions. USAID could award contracts for this much-reeded
work to local firms. The USAID Missiorn engineer and
agricultural specialists could pravide technical

overview,

_-.-_-_...—-_...—--—-———.—.——-—_—..——-.—...—.-——-..--...—.—.——._____—_-._.—-.

Input Busiresses. Examples of this approach

iriclude techrical assistarce to an insecticide producer,

in  the ar—the-jab training of agricultural externsicor
agents  in  insecticide use and in supporting further
private sector entry into supply and repair shops for

pumps ancd heavy equipment.

@ Develop Private Enterprise Outreach Farming_Pilot. The
proposal  of My, Karl BShakel, already supported by AID
funding, should be pursued and an exploratoery visit by

M~. Shakel scheduled.

The aoverwhelming importance of the livesteocok industry in
Mauritaria - arnd the impact of livestaock raising  on meat, milk
and hides processing  and distribution busiresses - deserves

special atterntion. The fact that this industry is currently
undergoing a fundamertal tranmsitiorn involving feed—1ot practices
is significant. USAID could undertake a private-sector ocriented
survey -  possibly in collaboration with the deror community - to
determine if meaningful cpportunities exist For assisting in the
private sector development of this vital food segment.
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ANNEXES

ANNEX I AGRICULTURAL PROFILES

ANNEX II USAID AGRICULTURAL PROJECT
SUMMARIES
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M. Sidirna 0Ould Cheikhani Ould

M. Sidina, a former Prefet of Heur Massere, has been
instrumertal sirce 1984 in the organization and start up of
seventeer village cooperatives of 40-50 families each o a total
hectarage of 800 ha. Other private sector perimeters have alsc
been organized since 1984: large perimeters of up to 1000 hajg
medium sized perimeters of S00 ha; and smaller enterprises of 00
ha. each. The fact that the Diama Dam backs up the waters of the
Seregal River rear Heur Masserne has beer an important incentive
to the creation of private sector farms in the region. As mary
as 200 rew private sector perimeters rarnging in size fram &0 ha.
to 50 ha. have beer started along the river during 1985 - 1986.
These irrigated farms are mainly for rice production using
broadcast pre-germirated rice seed. Mr. Sidina states that his
first crop yield in 1985 was S000 tons  of paddy rice obtaired
from 500 hectares, a yield of 4 tens/ha. He claims a profit of
four million UM,

Water from marigot sources starts in July and irrigation
comtinues until mid-Octeober, The cerop harvest benins in mid
September using hand labor from Seregal, and continues through
mid - December, Fertilizer is used on a orne-time basis and is

bought from public and private scources and trucked—inm  to his
perimeter.

M. Sidina rents a grader from SONADER ard does custom layout for

wther area farmers wr a fee basis ranging  from 10,000 ta 30, QOO0
UM/ha. depending o topographical conditicons.

He employs approximately sever workers per hectare, a tctal of
about 175,

Mr-. Sidira’s lormper range plans  include development of arn
equipment repair shop and  purchase of moderrn egquipment for his
ownand client farming operaticns such as'plowing, leveling, and
harvesting. He is currertly attempting to regotiate am FND loan
2f 61.5 million UM on the basis of a self-firnarced portion =f S0
millicrm For heavy equipment purchase.
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This is & private cooperative 15.5 hectare farm, located along
the Seregal River betweern Kaedi ard Boghe, growing a variety of
craops for the HKaedi and Nouakehatt markets: dwarf barnanas,
tomatoes, peppers, egqgplant, murigo beans, melaons, potatoes,
wnions, cassava  and citrus fFruits., The farm employs a double
cropping patterw, alsao growing rice amd maize during the rainy
SRASON.

The farm is ore of the few higyhly productive and well marnaged
farns in the area, and berefits from farm managers trained by the
Chirese.

A Lister-Goodwin floating pump in the river supplies water via 8"
diameter pipirng - all purchased from a private sector supplier in
Noakehott. The perimeter is fertilized ard pestirides are
applied by backpack sprayers,

The irrigaticon system is well desigred. Pumped water is
discharged girectly into the main corcrete canal, uwtilizing pump
head pressure to move the water through the five concrete - gated

water control structures.

The following table illustrates the variety of agricultural
products cultivated on this form.

PRODUCT TTTTTTTT S5G. METERS UNDER
CULTIVATION
EANANAS 20, 000
FRUITS: 30, S00

Lemons, oranges,
mandarines, marngo,
dates

VEBETAELES: 90, 500
Eggplant, melaon,
tomatoes, potatoes,
anion, beets, carrots,
watermelon, peppers,
cabbage

Rice, sorghum, corn
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The finarncial forecast for the pericd July 1986 - July 1987 for a
cropping which includes banaras, cereal and selected vegetables
shows the following.

1. Reverues

T e e o Sy

- Vegetables 1,835, 000 UM

-~ Cereals 432, 000 UM

- Bararas &, 775, 000 UM

TOTAL Sy 042, 000 UM

2. Cost_of Production 3y 207, 420 UM
S.  Net Profit Eefore Depreciation 1,774,580 UM
4. Depreciaticon 847,200 UM
S. Net_Profit 927,830 UM

Depreciation is based or invested capital of €,511,000 UM far
I b ] pumps, vehicles, cultivator, fercing, piping, site
preparatiocn, and farm buildirpgs.
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This is & private project proposal wihich seeks firnancing for the
creation of an extended family size cattle raising and farming
vent ure, The objgective is to produce meat and milk from a herd
=f 30 cows, 100 beef cattle, plus a sheep ard goat herd, and grow
and sell barnaras and papayas utilizing a 10-12 hectare irrigated
perimeter,

Market and cost studies have beern prepared. Capital costs have
beer esstimated.

1. Preparaticon of cattle areas 1,875, Q00 UM
Z. Feed storage 450, 000
3.  Buard room 108. 000
4. Farm and office equipment 172,300
S Pumps, cultivator arnd trucks 4,250, 000

E. Lard preparaticon and irrigation
installation 1,804, 000

TOTAL INVESTMENT PLUS 15% 9,957, Q00O UM

It is estimated that 10,000,000 UM in operating furnds will be
reguired for a Swelve montn start~up operation cycle.

Forecasts indicate profitability in  year ocne. Evern with sales
wne-third less than forecast, the sponsors  claim the projgect is
viable.

Sporisors  are  seeking 18,300,000 UM in five year finarncing.
Interest was calculated at 12% for the prafitably analysis.



S —n et s et o . e e S e P e Pt T S S S ot

e et e e e i v e ) et S P e S

M. Harry Ambrose
Senior Vice Presidernt
=77 Park Averuse

New York, NY 10172

ame
M. Moudaye Ould El Hassen
Director Gareral

Nowakehott, Mauritania

A S0-50 jgoint  vernture Mauritaria company  is  proposed between
Cor 1vmental and SOMA. The objective is the creation of a grain
recelnt and steorage facility ard flour mill located at the riew
Nowakehott  ponrt for the mecharnized receipt, sila storapge and
millivng of imported wheat. The total project cost is estimated
at 4% millior to be fimarmced via debt, equity and supplier
credits.

The proposed company would buy bulk wheat onm the world market for
local conversion, thus replacing current expernsive imports of
bagped floore, The mill is sized for  first year production of
43, 000 tors of wheat. The mill will produce brarn as a by-product
For local animal feedstock, and will partially replace importea
orans and arnimal feeds.

The proposed  vernture will have full-lire capability t= buy, snip

and store a variety of grains in  bulk -~ including maize ard
saybears. A working relaticnship is under discussicon with
SOMADER, a recently established Mauritanian animal feed

product iorn campany.

The proposed company  would employ approximately 85 people. A
target date for plant start—-up is 1988-89.
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. MAURITANIAN AGRICULTURAL RESEARCH_PROJECT II. (ABRES_II)
A four ard a  half year progect started in December 1985 ta
improve agricultural  and farming systems im Mauritania’s Seriegal
River Valley. The basic ahbjectives are to raise livirng
standards, increase food praoduct iomn, and arrest envirormerital
deteriocration. The project is managed by the University of
Arizona working  in cooperation with the Zernere Naticrmale de
Recherche Agrornomique et de Developpement (CNRADA, the rnaticnal
agricultural research cernter in Haedi.

AGRES 11 has a multi-faceted approach to realizing its
obgjectives:

o Institution building, centering on the HKaedi Research
Cernter. This irncludes undergraduate and specialist
traiving of Research Center personrnel «t the U of

Arizora.

& Impravement of codperaticrn ard linkages among the
various rural development, agricultural, education and
research organizations.

2 Application of Farming Systems Research ard Externsicn
methodology (SSRIE), a multidisciplinary approach which
uses the farm househaold as the focus For research and
extension.

Ar ambiticus research and orn—farm trial ard experimental pragran
has been plarred. This research will provide many answers of use
to further develapmernt of private sector initiatives in the
farming segment.

Selected subjects scheduled Ffor research and field testing of
interest to private sector program  development include the
fizllowing. :

= Burvey of romadic and sedentary herders.

o Introduction of animal traction arnd small motorized
inputs, larnd preparation, cultivation, water supply.

(a] River valley survey of procucticn, marketing, credit
and savings, cash flows, material flows, labor uses and
mavenents, irnsurarce.
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Pricing policies and market structure of grairns,
livestococks and meat.

Stimulating framer acceptance of new technolugy and
trevsition to a market criernted rural eCoriImy .

Survey of techiques fior increasinp prodeution of
fuelwood and forage.

Use of rock phosphate to improve soil fertility.



II. UTILIZATION OF COAL_AND_PEAT_RESOURCES_OF MAURITANIA TO
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Czal and peat resources present an opportunity for private sector
development «f arn irdigerncus erergy source  which could replace
wond-bated charcoal which is used for domestic eviergy, and which
increas,gly places a majgor  environmental burdern on shrinmking
forest resources.

A team from the U.S. Bexlogical Survey has recently completed a
Preliminary survey to determirne the existerce of coal and peat in
commercially exploitable quantities ard qualities. The June 28,
1386 report corcludes the fxllowing:

o Two primary areas of lignite and sub~bitumirocus eocal have
beer identified - w=rne rorth of Nowakchott and east of
Cape Timiris, and the second rorth of the Sernegal River
fram Maghama to Rossc.

o Extensive peat depmsits occcour alorng the Senegal River ard
the Atlarmtic Ocean. Tern milliorm tens of peat were
delirneatad - large encugh to suppart & charcoal
briguetting plarmt for 20 véars and to serve as a possible
s2il additive source.

The survey team made the following acticon recommendaticons:
o Undertake a recornaissarce coal exploration program to
assess Mauaritaniarn coal potenmtial Far replacing imported

fuel oil and to  be briquetted as a replacement For wonad
charcoal.

2 Conduct a coordinated agricultural and gealogical survey
to determine suitability of laocal peat in brigquetted form
as a replacement for wood charcnal, and as a soil
additive.

Laboratory samples are row beirng aralyzed ard a final report will
be submitted. Three project proposals will be developed:

o Assess alternative energy and agricultural mineral
resaurces of the Borgol Region.

o Evaluate peat resources via an exploratory drilling
progran.

o Deliveate the extent, depth ard quality of coal
resources.

Should  any of these studies indicate commerclally explaitable
deposits, USAID shauld give serious consideration to
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supporting private sector initiatives in conducting pre-~feasibi-—
lity and feasibility studies, anrd providing management and
techriical assistarce in developing coal and peat—-based mining,
processing and distribution ventures.



III. INTEGRATED _WATER_AND_fHBRICULTURAL DEVELOPMENT FOR_ENHANCE
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Partrievrship Faor Productivity (PfP) has been carrying out a USAID
funded agricultural aperaticns recearch progect  im the Diraol
Plain since March of 1985. The ohgective iz to defire a package
of agricultural techrnxlogies, irputs arnd practices which will
result in ircreased food supply, extension of the growing season,
and managemernt of drought and desertificatisr.

The PfP is testing ter nypotheses which they believe are the
critical elements in ceveloping water rescurces, increasing grain
and vegetable food crops, and fostering ecoromic systems nesded
to support intensified modern agricultuwre. Iw their Jure 20, 1986
proposal for year  three operations, PfP raise a riumber of
interesting private sector possibilities growing cut of their
WIrk 1n suen areas as:

o Certified seed multiplication and distribution

o New well techrzlogy

2 Bmall machirery supply and servicas

o Pump supp.y and mainmtemance

 Drip irrigation systems

= Agricultural input equipment, supplier, fertilizers,
pesticides, and irsecticides

o Farm credit arnd busiress development
The table which follows summarizes these potential private sectors

development possibilities for  which  USAID support might  be
plarmed iv thne future.
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OPERATIONS REGEARCH TEST AREA  PRIVATE SESTHR IMPLICATIONS
1. RECESSION ABRICULTURE_AND A strong demard 15 meiod For "
lBBlEQIlQN_QE_ElEEQ_QBQEQ selected and treated sorghum

and cowpea seed. Onece
economnic studies are
completed, local private
sector opportunities for
maltiplicatiorn arnd
distributing certified seeds
should be explored.

Ar improved well digging anrd
lining techrizlogy has beern
developed which improves
water yields 200%-300% for
20% increase in cost.
Private enterprise well
digging services are being
considered. Orne private
sector group of artisarns has
already beern trained. If
suceessful, USAID could
sponsor training ard
financial assistarnce to
private sector cperators,
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3. SMALL _MACHINERY Rototillers wre doing an
SROTOTILLERS) excellent tillage job in

vegetable and sorghum
producticrn. Possibilities
appear good for private
sector mechanized ploughing
services. If viable, local,
private services shcould be
assisted. Other
apportunities may exist for
lacal fabrication of ard
repair services for simple
harid and animal traction
Tarm equipment.

- 4. SMALL_PUMPING_PLANTS Major problem has beern parts
availability and local
maintevrarnce services., Lacal
artisans rneed training in
the pump services busiress.
A private sector busirness
cpportunity may exist ard,
if so should be ercouwraged.
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system has been identified.
A local private sector
busiress in the sales,
installation, and
mairtenarce of drip
irrigation systems inay be
possible.
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T T S e s s e it e e e e S e T s i S S o e ) e 2 b

PRODUCTION_ TECHNIGUES implicaticnms.
'77'5Eéiiéééiféiééiﬁéﬁé"""""E?E'?E"ETFESET/‘EEC;IEEIF.E"E""
small rmetwork of

agricultural irnput suppliers
carrying pumps, rototillers,
hard tools and mills. PfP
also rurns a mechanical shap
and a marketing radia
network. The objective
should be ta encourage
transfer of all such
services to private sector
operators and assist in
their development. Such
busiresses might be tied in
to supply of fertilizers,
fungacides, irnsecticides and
other small agricultural
equipment supply arnd repair.

USAID could consider
regional forage arnd
refarestation project using
private sector corntractors
which may grow out of PFfp
research.
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OPERATIONS RESEARCH TEST AREA PRIVATE SECTDR IMPLICATIONS

10. GROUP_CREDIT AND_ENTERPRISE PfP studying credit. If
progect goes ahead USAID
should insist that PFfP build
in or assist in the creaticon
of private sector
agricultural credit agercies
as an alterrative to
Government farm credit
programs. Started as a small
sCalt reglonal oredit
busiresg, there could be a
viable private sector
busiress.

The PFP studies should be
carefully moritcred in this
area to determine

possibility of a stand alorne
and separately firnarced USAID
farm credit project in the
Dirol Plairns.




IV. SENEGAL_RIVER_VALLEY DEVELOPMENT

This is a 1987 pragram  obligation to introduce water contrel
techrnologies for improving agricultural producticon inm the Diral
Plair. The initial phase will erharce recession agriculture by

the cornstruction of ore or two weirs o the Diracl Creek, and the
diking of ridge gaps, creek rurncffs and rainwater retertiorn which
would permit cultivation of twice the existing hectarage during
the dry periaod.

The project could provide a model  for charnging traditional
recession agriculture to improved and controlled  flood recessicon

agriculture, and firnally tao  irrigated agriculture under full
water contraol.  The project 1life cycle =~ 13987-19391 -~ and the
significamt initial funding of $5 millionm  warrants careful
consideraticon of  the use o f Mauritarnian private sector

contractors and project maragers.,

Should USAID determine that it will be essential to use a foreign
project management firm, every effort should be made to encourage
a Joint  ventuwre with a Mauritaniarn engineering company. Thig
project which is essentially low-medium techrinlogy could be used
as a vehicle for developing laocal private sector capabilities as
an alternative to either government/parastatal intervertions or
continued use of foreign corntractors.,
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Y. RURAL._ROAD_IMPROVEMENT PROJECT
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This 1978 $11 million project provided assistance in the
development of an all weather section of Mauritarnia’s Senenal

River Valley uoad systen. A basic objgective was to link farm
areas to sources of supply of agricultural inputs ard to
facilitate access of  local  agricultural products  to major
consuming cernters such as Nouwakchott, The basic project is riow

essertially completed.

Ar  extension to the progect for road mainternance s row
envisaged. Such wark is normally carried mut by the Ministry of
Transport.

Consideration  shouwld  be given to the wuse of private sector
contractors for the riew maintemarce project. There is private

sector interest and capability.

Futuwre USAID road  comstruction/mainterarce projects should
attempt to build-in private sector involvement at progect design
stage in progect management, raad construction, and follow-owm
mairntenarice.
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VI. HUMAN_RESOURCES_DEVELOPMENT_PROJECT (Mauritania)
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These twa projects are desigred to providz third courntry and U.S.
training and developmert: the first has a "Food Security” focous,
while the secord has broader and more gerneral objectives. Both
progects might provide training and developmernt assistarce tz the
private sechtor.

Refer to the strategy and fisheries secticns of this report for
specitic recommendations  on support of a fisheries techrical
traiving institute at Nouwadhibog targeted at meeting the trained
manpower rneeds of the private sector fisheries industry - both
artisarnal and coomercial. Funds available wnder the Human
Rescurces  Developmernt Progect  could be utilized i support of
this important initiative sirce there is & basic Food Security
element involved.



IV,  MINING

1. Introduction And Summary

The mining sector comprises at present two operating enterprises, both predomately
government -owned. One is the Societe Nationale !ndustrielle et Miniere (SNIM) -
the giant of Mauritanian industry - which exports iron ore from the northern part
of the country. Annual production is currently around 10 million tons per year,
and in 1985 this activity accounted for 14.5% of Mauritania's GDP and nearly half
of its export earnings. The second, relatively insignificant in scale, is the
Societe Arabe Mauritanienne pour 1'Industrie et 1'Acier (SAMIA} which operates a
gypsum mine near Nouakchott producing plaster and plaster sheets for the local
construction industry. It is hoped that exports of gypsum and gypsum products
will be resumed when the new deepwater port at Nouakchott is completed in 1987,

Possible future mineral developments include reactivation of the copper mine at
Akoujijt, which was in production until] 1979. This concession, formerly a public
enterprise, was sold to Arab interests who reputedly are investing more than $US
100 million for the acquisition and development. Phosphate deposits in the
southern agricultural region may also prove to be exploitable with minimum pro-
cessing for local use as fertilizer, as well as eventually on a larger scale for
export.

Otherwise, thare is little prospect of significant new mineral developments over
the medium term. Some traces of rare minerals - titanium, potash, and sulphur
were considered by the April 1986 TDP/USGS mission as being worth further
investigation. Offshore drilling for petroleum has been carried out by three U,S,
o1l companies - Mgbil, Arco and Oxocol - but no favorable results have been
reported so far. Peat and lignite deposits exist, and are currently under study
by the U.S. geological Survey.

Despite the Government's predominate position in the mining industry, its declared
policy is to entrust further development of this sector to private enterprise.
SNIM, which was initially envisaged as the Government's vehicle for ajl kinds of
minerals development, now restricts its activities to iron ore mining only. The
recent "privatization" of the defunct copper-mining operation indicates that the
Government is prepared to implement this policy. There may be potential for new
private initiatives in developing phosphate deposits; and a major expansion in
gypsum mining for export might offer another opportunity for private participa-
tion, if not complete privatization. Apart from these areas, the role of the
private sector in mining is likely to remain very limited over the forseeable
future. The possibility of reprivatizing SNIM is not seriously considered here,
for reasons to be explained below.

2. Overview Of The Mining Sector

a) Iron ore

The initial development in the early 1960s of iron ore mining facilities in
Mauritania - the mine at Zouerate, the terminal and port facilities at Nouhadibou,
and the 650 km. railway connecting them - Titerally boosted the new country into
the 20th century. Before that, there were no significant sources of export
earnings or Government revenues, and there could bhe Tittle hope for the country's
economic viability. The new mining operation quickly became the principal engine
of economic growth and financial support for the Government.
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The original development was undertaken by a French-dominated consortium, MIFERMA,
in which the Government had only a token (5%) participation. During the 1960s
and early 1970s, extraction of the best grades of ore at the mining site rose
steadily, reaching a peak of nearly 12 million tons in 1974. The company was
highly profitable. At this point, the Government decided to nationalize the
operation, for which purpose it formed the present operating company SNIM which
has 71% Government participation and the rest in Arab hands with a very small
private Mauritanian ownership.

This event was tha reflection of an upswing of economic nationalism and anti=-
French feeling at the time - the Mauritanian Government had become increasingly
concerned over its dependance upon a single foreign enterprise - combined with
euphoric expectations for the future generated by the start of huge inflows of
Arab-0PEC funds. This was also the period when Mauritania withdrew from the CFA
franc area, and constructed its most conspicuous "prestige projects" - the steel
mill, the oil refinery. and the sugar refinery, none of which proved operationally
viable. The shareholders in MIFERMA were compensated from Arab funds, and for a
while the operation of the mine was little aflected by the change in ownarship.

The newly-nationalized company, however, eventually ran into increasing difficul-
ties. "Mauritanianization" of the staff, by 1986 virtually completed, took place
only gradually and has not, apparently, caused major problems. Neor was overstaf-
fing the critical problem, although employment in SNIM did rise from 4,800 in
1974 to 6,100 in 1984, obviously causing some deciine in productivity. Employment
has since declined to 5,800 by early 1986. The difficulties arose mainly from
the collapse of international iron ore prices, caused by recession in the indus-
trial countries, and technical difficulties at the mine as the bost grade ores
approached depletion. There were also periods during the 1976-78 war when the
ore trains were disrupted by attacks from Polisario guerillas - the railway runs
for part of its length only a few miles from the Western Sahara bhoarder. The
conclusion must be that the sharp drop in profitability of the operation after
nationalization was due more to external factors than to the nationalization
itself,

Since 1984, SNIM, in cooperation with the World Bank, has been implementing a
major rehabilitation program which has done much to cut its operating costs and
improve its efficiency. SNIM actually made an operational Tloss after taxes in
only one year - 1984 - after which profits have heen on the upswing. See Exhibit
IV-1. This result has been assisted by a modest improvement in world iron-ore
prices, the 1985 devaluation of the ouguiya, and, recently, declining fuel costs.
During 1982-84 $US 351 million was invested by IBRD and others for opening up new
extractive facilities near Zouerate - the Guelbs project - and for installation
of assoctated enrichment capacity, designed to restore the maximum output of the
mine to 1z million tons per year of 65% Fe content ore through the mid 1990s.
Since compietion of this project, output has recovered from its jow=-point of 6,7
million tuns in 1983 to around 10 million tons in 1985, SNIM officials hope to
achieve close to the 12 million ton capacity figure during 1986, as the lowergrade
Guelbs ores become fully exploited. Consult Exhihit IV-1 for summary statistical
data on iron ore mining.

The prospects for the future, while heavily dependent upon world market develop-
ments, are generally considered by international observers such as the IMF and
IBRD to be modestly favorable. With continuation of the recent improvements in
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management and operations, the SNIM should remain in production at least for a
further decade., SNIM 1is, however, an inherently high cost operation bv world
standards, especially since the Guelbs deposits are among the lowest-grade ores
being exploited anywhere, and its profitability will always be marginal., Given
this history and perspective, there would appear to be little interest in repri-
vatizing SNIM, which in any event would probably still be unacceptable to the
Mauritanian authorities now, as it was in 1974, on grounds of avoiding foreign
control over this vital national asset. In the present state of the world ironore
market, it is also unlikely that foreign private investars would have any interest
in acquiring the enterprise.

b) Gypsum

There are large deposits of gypsum about 30 km north of Nouakchott. Until 1979,
this material was exported to Senegal by road to a value of up to $US 20 million
annually. The rising cost of transportation eventually priced it out of that
market and the mine was forced to close. The present operating company SAMIA was
founded in 1974, with majority Government participation and the rest Kuwaiti, to
take over the gypsum plant, the steel mill and various other non-ferous mineral
development projects. Now, however, gypsum appears to be its only operation. It
has a total staff of 80 persons. There is a new German-built processing plant at
the production site with a theoretical annual capacity of 100,000 tons. A part
of this capacity - about 36,000 tons in 1985 - is currently being used to produce
plaster sheet for the local market, and a tiie factory is now under construction.
SAMIA proposes to resume exports of gypsum and plaster to Senegal and other
African markets as soon as the new port at Nouckchott is opened: an initial
export value of $US 3-4 million a year is envisaged.

c) Prospective future mining developments

o

Copper

The production of copper concentrates at Akjoujt, about 25 km Morthwest
of Nouakchott, was suspended in 1978 as a result of the sharp drop in
world copper prices. The mine was nationalized in 1975, at about the
same time as the iron ore operaticn, after the previous private owners
had decided to close it on account of deteriorating market conditions.
More recently the Government became a minority participant again (38%)
with the formation of the Societe Arabe des Mines de 1'Inchiri (SAMIN),
in which private Arab interests have invested a total of USE 106 mil-
Tion. The stated iutention is to recommence production in 1987 when
the new port at Nouakchott is opened. An annual production of 85,000
tons per year is envisaged. This will, however, require substantial
additional investment to rehabilitate the Akjoujt-Nouakchott road and
construct a loading terminal at the port, for which Government invest-
ment or guarantees will likely be called for. The World Bank says that
the Government has renounced any direct or indirect suppurt for the
project, which if applied will probably rule out its further develop-
ment at the present time on a purely commercial basis. In addition to
a pessimistic market o»utlook, there are problems with the ore, which
has a high arsenic content and consequently is in limited demand at a
discounted price on the world market. The promoters believe that
extraction of gold, which is also present in the ore, may rern’ar the
whole operation viable: the World Bank, however, forecasts hea'' ' " Jsses
if the project goes ahead.



° Phosphates

For some time the existence of large and good quality deposits of phos-
phate roc: near Kaedi, along the Senegal River, has bheen known. A
prefeasibility study conducted by SNIM in 1983 identified reserves of
more than 100 million tons. Large-scale exploitation for export would
require heavy investments in procesing and evacuation facilities - the
current thinking in government is that this could best be done by con-
structing a pipeline all the way to Nouakchott. The World Bank considers
that investment on the scale required would not be justified under
current and prospective conditions in the world market, and there have
been no indications of any recent private investor interest in this
project. The very recznt TDP/USGS Mineral Project Feasibility Mission
of April 1986 stronciy supported the more modest idea of immediately
using the phosphate resources for direct application to agricultural
land in the surrounding Senegal River basin area. According to the
Report of Dr. Greenwood dated May 4, 1986, "Such local utilization would
greatly increase agricultural productivity with very low marginal costs,
Processing of phosphate rock is simple, requires little capital invest-
ment, modest expertise, and is suitable for small private sector enter-
prise." Several years of experimentation would probably be needed to
ascertain the effectiveness of direct application. This more limited
development of phosphate resources would seem to offer much promise
within the context of a private sector development program such as is
being recommended here. Further USAID support to field testing of
direct phosphate application should be considered.

Other Minerals

A number of other minerals are known to exist in Mauritania, but at pre-
sent these require extensive further investigation before the prospects
for commercial exploitation can be assessed. Sulphur is found under-
ground in association with the gypsum deposits, and potash, peat and
lignite are also present in the country. The TDP/USGS study recommnended
followup visits by specialists for each of the above-mentioned minerals,
In addition, titanjum and other rare metals have been found in blacksand
deposits along the coast, and are described by Dr. Greenwood as "...the
most attractive identified target for expleration in Mauritania." Follow-
up of this possibility by USGS is in progress. Some or a'l of thase
minerals may eventually become the subjects of commercial exploitation,
and U,S. assistance could be dinstrumental in hastening the necessary
investigations.

Petroleum

The chances of finding petroleum resources are being assessed by three
U.S. companies which have exploration permits. These are Mobil, Arco
and Oxaco. Mobil conducted extensive offshore test drilling during
1985, the results of which seem to have been inconclusive. As is usual
in the petroleum industry, definite information is not available on the
prospects for further development of the deposits - and will probably not
be forthcoming.
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3. The Role Of Government In The Mining Sector

Apart from its direct majority participation in the two existing operational
mines, as descrihed ahove, the Government's role is at present mainly confined to
studies, research, and project formulation which could lead to further development
of mineral resources. According to official statements made to the survey team
and to IMF, IBRD and other international agencies, the Government's policy is
that any further mineral develecpments should be entrusted to the private sector,
However, nowhere in the National Economic and Financial Recovery Program 1985-88
document is this policy clearly enunciated, and it is probable that the role of
Government in this area will in practice be determined on a case-by-case basis as
the need arises,

The Directorate of Mining and Geology is generally responsible for minerals pros=-
pecting and research, maintaining a data bank on the country's mineral resources,
and drafting legislation covering mining and geological activities. It issues
the permits for petroleum exploration. The Office Mauritanienne des Recherches
Geologuiques (OMRG) carries out minerals research and development of projects to
the point where private investors can be expected to become interested. The
precise division of these overlapping functions batween the two agencies is not
altogether clear. The recent TDP/USGS Mineral Project Feasibility Mission recom-
mended a substantial strengthening of OMRG co as to allow it to effectively
follow-up the possibilities identified by that mission.

4. Opportunities For The Private Sector In Mining

The operation of mining ventures per se ‘appears to offer little current immediata
prospect for new private investment. The most 1ikely prospects identified above
would seem to be in the expansion of aypsum mining and the resumption of copper
mining for export. In both these areas Arab interests are already involved and
it seems probable that new private investment, if any, would come from those
sources. There remains the interesting possibility of small-scale development of
the phosphate deposits near the Senegal River for use in local agriculture, which
would well be undertaken by the private sector. Further research is necessary on
the feasibility of this project, from both the mining and agricultural points of
view. Among other things, it remains to be determined whether the Ssnegal Vailey
soils need this kind of fertilization. The possibilities for exploitation of
other minerals and petroleum also depend on further exploration and research, but
early opportunities for private investment do not seem likely.

A more immediate prospect is that cf privatizing some of the non-mining activi-
ties now undertaken by SNIM at Nouhadibou and Zouerate. These include bus and
aircraft transportation, housing services, commissary outlets, repair and mainte-
nance facilities, etc., all of which could in principle be operated on a private
basis. The SNIM, which is under heavy pressure to keep its operating costs down
§0 as to maintain financial viability, is favorably disposed to turn these funce
tions over to private enterprise whenever opportunity offers, and has already had
internal discussions of the possibilities. The main problem, they report, is
finding private entrepreneurs who are capahle of guaranteeing the continuation of
the services concerned at a high level of efficiency and reliability. This is a
particularly acute problem at Zouerate hecause of its very isolated 1location.
SNIM is also seeking funds for the construction of a sewage purification plant so
as to improve the waste-watar Used to irrigate small private sector market-gardens.
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The special case of SNIM's technical training center at Nouhadibou is discussed
elsewhere in this report. Since SNIM no Tonger needs a facility of this size for
its own purposes, it might well be encouraged to use it for training mechanics
for the young and growing fishing industry based on the same area. Specific
proposals for support of this project are contained in the first volume of this
report.

5. Recommendations

At the present stage, USAID actions aimed at encouraging private involvement in
the mining sector might be most effective in the following areas:

a) Follow-up studies of new mineral development possibilities. In re-
porting on its recent mission, the USGS offered to provide experts
for 2-3 week visits to further assess a number of promising mineral
prospects, including black sands, potash, sulphur, peat, coal and
rare edarths, several of which are potentially suitable for private
development. USAID should 1liase with USGS to expedite these
studies.

b) Feasibility testing of local phosphates for agricultural use. Dev-
elopment of the proposed small-scale phosphates project now requires
testing of the material as a fertilizer under local soil and agri-
cultural conditions, which might be a useful USAID-sponsored pro-
ject.

c) Training. As recommended elsewhere in this report, USAID support
for the SNIM's technical training school at Nouhadibou might help
to provide a supply of skilled workers for other sectors of the
econcmy particularly in fishing, but also including any possible
futur- development of other mining activities.,

d) Services to SNIM, SNIM should be encouraged to privatize some of
its peripheral service activities, but nc direct USAID action seems
feasible here.
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EXHIBIT 1V-1

TRON ORE MINING SUMMARY

EST.

1981 1982 1983 1984 1985

Production - MT 8.5 | 7.7 | 67 | 9.0 | 99
Exports - MT 8.9 7.1 7.4 9.5 ces
Change in Stocks - MT -0.4 0.5 -0.7 -0.4 cos
Contribution to GDP % 11.0 9.2 9.3 14,1 14,4
Value of Exports - MO 8,143 6,987 7,209 9,186 cee
Net Taxes Paid to Government - M0 339 290 207 459 790
SNIM profit or loss (-) - MO 1,025 707 -119 112 .

MT = Million Tons °

MO = Million Ougusya

SOURCES: IMF, IBRD



V. FISHERIES

1. Introduction and Summary

Mauritania's fishing industry is the country's most dynamic private sector seg-
ment, and the country's fastest growing export industry. In 1984, fisheries
represented 9% of GDP, 43% of total exports and 5% of budget revenues. Signifi-
cant increases were registered in 1985,

The Government’s development policies and programs for the industry have been
nighly successful, and private sector businessmen express confidence that the
policies are sound and are cbtaining positive rasults.

Many problems remain., The industry is not yet achieving its full potential in
terms of its contributions to the economy. Major investments are stil) required
in modernizing tne fleet, building port infrastructure and training and developing
personnel at all levels,

Fisheries should be a major target for USAID and other private sector donor
initiatives, primarily in the human resources development and infrastructure
development areas. Specific program recomaendations are summarized at the con-
clusion of this section.

2, Overview.of the Fisheries Sector

The Mauritanian coast borders on one of the world's highly endowed fishing grounds
which extend along the northwest coast of Africa. The unique offshore water
conditions sustain the coexistence of a wide variety of fish species which can be
harvested both by surface and deep water fishing techniques.

The Mauritanian fishing industry fs regulated, and production and export statis-
tics are gathered, on the basis for four major fish categories:

a) Pelagic or Surface Species, which represent 76% of the total tonnage
catch and 40% of the FOB export value in 1985, Species reprecented are
iarge (tuna), medium (mullet), and smail (sardines and anchovies),
Such fish have lower unit values than other species.

b) Demarsal or Bottom Fish, which represented 13% of the 1985 tonnage catch
and 16% of FOB export value. Species represented are dorade, merou,
sole and raie. '

c) Cephalopods, which represented 11% of the tonnage catch and 41% of the
FOB export value in 1985, This category includes the highly valued
squid and octopus species.

d) Shellfish, which represented less than 1% of the tonnage catch and 3%
of the FOB export value in 1985, This categorv includes lobster and
shrimp.
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Mauritania also exports fish meal and oil produced aboard the offshore “factory"
ships, and small quantities of salt/dried fish. Fish meal is the most important
item in this category and accounted for 9.6% of all exported fish and processed
fish tonnages and 6% of of FOB export value in 1985. Refer to Exhibit V-1,
Mauritanian Fish Product Exports.

The annual potential of Mauritania's catch has been variously estimated in the
range of 500,000 T to over 700,000 T, The official Government estimate is 525,000
T, a figure which is only slightly below the annual catch of Senegal's fisning
industry, West Africa's largest.

Fish exports have increased dramatically since 1979, Exports in that year were
estimated at 14,600 tons., By 1985, exports had risen to 372,000 tons. Refer to
Exhibit V-2, Fish Exports -~ 1979-1985,

Fish prices increased in 1985 for common pelagic varieties which raised the unit
export price by an estimated 18%. Very large unit price export increases, how=-
ever, were registered in the highly demanded cephalopod products which rose 62%
over 1984, Refer to Exhibits V-3 and V-4 for supporting data.

The primary export market for Mauritanian fish products is the USSR which in 1984
was the purchaser of record for 36.5% of total export production which included
large fishmeal exports processed ahoard Soviet factory ships. The Ivory Coast,
Spain, Iraq, Rumania and Japan are important buyers. Refer to Exhibit V-5, Fish
Exports by lmporter of Record.

3. The Role Of The Government In The Fisheries Sector

The significant rise in Mauritanian export production since 1979 can be attributed
to the Government's new fisheries policies of 1978 (Code de la Marine Marchande
et des Peches Maritimes, Law 78,420, February 28, 1978). This law, which set
territorial zones at 70 miles and economic exclusivity zones at 200 miles, reserved
these fishing areas for Mauritanian ships or ships of other registry operating
under special accords. Fishing licenses were abandoned in favor of authorized
joint venture companies with local partners - state or private - with the following
specific obligations:

a) 51% Mauritanian ownership

b) Development of land instailations in Mauritania for treatment, freezing,
and storage

c) Mandatory physical unloading and transformation of high value demarsal
and cephalopod species

d) Employment of Mauritanian sailors
e) Payment of prescribed taxes

The effect of this law was to cut down unauthorized fishing of a fleet estimated
at 300 vessels representing 20 foreign registeries operating out of Las Palmas in
the Canary Islands. Up to 90% of the production of this fleet was processed,
frozen, stored and transhipped at sea. Only about 10% was unloaded at Nouadhibou
for processing. Mauritania, as a result, received royalty payments in effect
based on 10% of the estimated value of the annual catch.



-3-

The success of the Government's policies can be seen in the 1985 results. A
total of 372,000 tons of fish was exported with an FOB value of UM 17,387,686,000
(8238 million at UM 73/1%), on which the Government coliected UM 1,854,000,000
($25,397,000) in taxes. Statistics for 1984 indicate that the fisheries segment
represented 9% of GDP, 43% of total exports and 5% of current budget revenues.
When compared with the industry's impact on employment and the size of the net
foreign exchange transfers abroad for loans, foreign repair services and supplies,
the net contribution to the economy is still s-.11. Mauritania has, however, in
a short period secured control of major forei;a exchange receipts generated by
the industry.

The Ministry of Fishing and Maritime Economy is the primary policy making, plan-
ning and regulatory agency of the Government for the fisheries industry. Ministry
spokesmen are open and frank in the their assessment of the ground already gained
as well as the formidable problems which still exist. They stress the need to
address several issues:

a) Develop logical and clear strategies and policies for the industry which
will gain the confidence and support of international lenders and buyers.

b) Correct major deficiencies in infrastructure, training and development
of human resources, and communications with foreign buyers, suppliers
and investors.

c) Develop greater expertise and experience in and direct access to foreign
markets.

d) Review relevancy of the export taxation system.
e) Establish basic research and laboratory facilities.

f) Increase coverage and effectiveness of foreign fleet surveillance to
eliminate unlicensed trawler fishing.

g9) Seek improved terms for overseas ship purchases,

h) Integrate industrial and artisanal fishing and private internal distri-
bution and consumption of fish products.

i) Develop a highly competitive private sector owned and operated fleet of
modern ships.

A state corporation operating under the general supervision of the Ministry of
Finance was created in 1984 to provide a central international marketing board
function for fish products entering Nouadhibou under mandatory unloading laws.
This company, Societe Mauritanienne de Commercialisation de Poisson (SMCP), s
credited by private sector operators as having restored much-needed order into
fish markets, although there is a general concern that the SMCP has not yet
mastered its responsibilities and is still relatively inexperienced in negotiat-
ing commercial contracts in world fish markets,
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The Government appears to be serious in its efforts to achieve the goals of an
efficient and profitable private-sector driven fishing industry. A provisional
document dated August 1985, Long-Term strategy for Development of the Fisheries
Sector in Mauritania, recommends soundly researched developmental goals, and
short, medium and Tlong-term strategies. A ten man consulting team of Crown
Agents' specialists, financed by the IBRD and the Kuwait Fund, completed its
field work in May 1986 and will submit in late 1986 a detailed action and invest-
ment program required to attain Mauritania's policy objectives in the fisheries
segment. Key members of this delegation were interviewed by the survey team,

4, The Role Of The Private Sector In The Fisheries Industry

The underlying policy of the Government is to support and prepare the Mauritanian
private sector for ever-increasing control over both industrial and artisanal
segments of the country's fishing industry - in terms of ownership, direction,
employment and day-to-day operational responsibilities.

The strategic proaram for the accomplishment of this major privatization effort
is already apparent:

a) Replace fishing by foreign interests operating under Government license
with Mauritanian controlled joint ventures owned by the State, Mauri-
tanian private sector businessment and foreign shareholders.

b) Encourage the formation of majority-owned Mauritanian private sector
companies.,

c) Privatize on a gradual basis the existing joint venture fishing and
marketing companies in which the State has a significant share holding.

d) Organize and expand artisanal fishing under a private sector operating
company providing financing services and internal marketing for private
fishermen organized as cooperatives.

e) Provide Government assistance to the private sector in planning, speci-
fication, financing and acquisition of a modern mixed fleet of freezer
and wet fish trawlers and artisanal intermediate-technology vessels to
replace the current fleet over a ten year period.

f) Encourage foreign partner diversification to include a rar je of proces-
sed fish products: fishmeal; canned, salted and dried products; oil;
and frozen fish fillet specialities.

g) Support the organization and financing of local private sector marine
repair, overhaul, maintenance and supply services.

h) Encourage international, regional, national and private sector . .proach-
es to the training and development of fishing and marine industry spe-
cialists at all levels.
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The private sector policy and program initiatives will be built from the base of
existing Mauritanian and foreign owned operating and service companies which have
demonstrated an ability to respond to what is perceived by the Mauritanian private
sector as an important opportunity to develop profitable fisheries-based compa-
nies. While the private sector is encountering major organization, staffing,
operating, maintenance and profitability problems,there is in evidence among
private sector operators in Nouadhibou a spirit of enterprise and optimism for
the long-term future of the industry.

Private sector growth in the fisheries section has been rapid. Refer to Exhibit
I-4, Evolution of the Number of Private Enterprises in Fishing and Industrial
Sectors. Of the total of 115 Mauritanian owned ships registered as of March 1986,
39 were added to the fleet since January 1984, The foreign fleet - both those
chartered to operating companies and those operating for their own account -
totalled 110, Refer .o Exhibit V-6, Mauritanian Fishing Fleet.

This national fleet consists primarily of older ships purchased second-hand after
they had become excess to world needs. Many are very large vessels which can
operate for long periods at sea and have internal fish processing, freezing and
storage capacities. Such large freezer vessels are not suited to the needs of
Mauritania whose long-term policy is the landing of catches at Nouadhihou for land
processing, freezing, storage and reexport. The ready availability and low
investment costs of such vessels, and the high cost of more modern replacements,
however, would indicate that such vessels will continue to dominate the fleet for
some years to come.

Efforts are underway, however, to add smaller and more efficient vessels to the
private sector fleet. There is close cooperation between private fleet operators
and the Government - led by the National Development Fund (FND) - to establish
standard specifications, seek competitive bids for . number of vessels on an
international basis, secure advantageous long-term ..n interest financing, stand-
ardize equipment and on-board operating practices, and ensure operational training
of Mauritanian crews. Bids for such Tong-term procurement on behalf of the
private sector have been received from many interested countries and are currently
being evaluated. Financing terms will figure importantly in contract award.

The private sector also dominates the freezing and cold storage operations at
Nouadhibou. Plant and equipment are modern and well maintained. Many of these
facilities are linked to internal fish cleaning and packing operations. Operators
clean, pack, freeze, store and deliver dockside for their own account and also
offer fee-bhased services to both industrial and artisanal fishermen. One estimate
places installed freezer capacity at Nouadhibou as being equal to 28% of total
registered frozen fish exports - the balance being frozen aboard factory ships.
Refer to Exhibit V-7, Fish Freezing and cold Storage Facilities - Nouadhibou.

The Government's policy for the development of the artianal fishing sector is
also private sector oriented. The implementation of this policy is reflected in
the creation of The Company For The Promotion of Mauritanian Artisanal Fishing
(Societe Pour 1a Promotion de la Peche Artisanale en Mauritanie - SPPAM). SPPAM's
shares are held 55% by 22 private shareholders, 10% by fishing cooperatives of
private artisanal fishermen, and 35% by the Government.



-6~

SPPAM estimates that there are approximately 1900 artisanal fishermen - 1300 in
the scuthern coastal and riverain areas of Mauritania and 600 operating along the
northern shores. These fishermen are organized into “pre-cooperatives" and co-
operatives and their catch is primarily for local consumption, although some
artisanal production moves through Nouadhibou freezing facilities and is exported.
SPPAM officials provide the following estimates of the local market - currently
confined primarily to Nouakchott and the Senegal River basin:

® Total Potential Domestic Demand ) 15,000 T
® Total Accessible Domestic Demand 12,000 T
° Currently Provided by SPPAM 2,000 T
o

Total Estimated Potential Artisanal Production 40,000 T

SPPAM's long range operational objectives are reflected in the company's organi-
zation chart, Exhibit V-8, The company will develop central fish processing and
cold storage facilities at Nouakchott 1inked to an internal network of distribution
and cold storage plants. SPPAM will carry out central marketing and sales of
fish products, and procure, sell and service equipment and supplies if required
by the cooperatives. The company will also be responsible on a national basis for
repair and maintenance of trucks, vehicles, and freezing-cold storage facilities.

SPPAM is actively studying means for improving "pirogue" type fishing utilizing
traditional wooden boats which have limited range and storage. Fiberglass pir-
ogues of Japanese manufacture have been successfully introduced, and considera-
tion is being given to local construction under license of such craft. This
project is currently receiving UN donor assistance.

The major project now under development by SPPAM is the construction of a national
refrigerated storage network. This $8.3 million project, scheduled for a June
1986 start, is being financed under terms of a Danish Toan which provides for a 25
year repayment, 7 years grace period on a no-interest loan basis.

For a detailed discussion of tha long range investment strategy and priority
development projects consult the April 1984 study, "Artisanal Fishing Development
To Cover The Needs Of The Population For Fish Products,” available from SPPAM,

An important organization in the development of Mauritania's industrial and arti-
sanal fisheries industry is the active trade association based at Nouadhibou, the
Federation of Fisheries and Fish Processing Industries (Federation des Industries
et d'Armements de Peche - FIAP)., FIAP is a permanent organization of private
sector ship owners, fishing companies, supply and ship stores operators and artj-
sanal fishing groups, and has permanent offices and a full-time Secretary General.
Leading private sector businessmen participate actively in the Federation's acti-
vities, and are a major force in representing industry points of view in continu-
ing policy dialogue with the Government. The views of the Federation are clearly
articulated and are hased on the view that private sector and Government policies
and actions must be harmonized and coordinated to secure the objectives sought for
orderly development of Mauritania's fishing industry. Federation spokesmen state
that the Government considers the Federation as the private sector spokesman for
the industry, and that major improvements have been made in achieving "policy
stabilization" via continuing 1industry-Government dialogue. The Federation be-
1ieves that national fisheries policies are "...now moving in the right direction."”
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5. Constraints And Opportunities For The Expansion Of The Private Sector
Fishing Industry

There is a general agreement among all participants in Mauritania's fishing indus-
try - Government, private sector operators, industrial and artisanal spokesmen,
and domestic and multilateral Tending institutions contacted during this survey -
as to the problems and constraints facing the profitable development of Mauri-
tania's private sector fishing industry.

Briefly stated it is that private sector initiative, in making the large invest-
ments required in ships must be accompanied by major efforts and investments on
the part of all concerned in development of human resources and supporting infra-
structure.

a) Human resource training and development is essential in the long range
expansion of the industry. Efforts to develop sailors, technicians and
managers for the industry have been almost totally unsuccessful. Foreign
operators are perceived to have actively discouraged such training,
Mauritanian nationals are placed on employment rosters to satisfy legal
requirements, but are often paid to stay ashore. Mcasures so far taken
to train nationals "...have been timid."

The long standing problem of integrating nationals into the industry is
not viewed from a nationalistic point of view by industry spokesmen,
Foreign seamen and officers are costly to recruit, are highly paid in
foreign exchange, present difficult communication problems and are
reluctant to pass on their knowhow.

A small, non-specialized and pooirly equipped school for sailors exists
in Nouadhibou, but it has no capabilities for technical training. A
reginal maritime training facility is under construction in Nouadhibou
and will provide live-in, long~term training on a multi-country basis.

This regional center, however, will provide a university-level program
of studies for higher levei professional and management level positions
in the industry. Efforts are underway to further develop an existing
maritime technical training institute and land is being sought. FIAD
officials state that Portugal has been the only country which has
offered to train Mauritanians in the fisheries disciplines.

Donors have a major and specific opportunity for assisting in the train-
ing of technicians for the Mauritanian fishing industry. An example of
such an opportunity is described in the  Recommendations section which
follows.

b) The lack of repair and supply facilities at the port of Nouadhibou is a
major constraint to profitable development of the industry. Nouadhibou
serves a fleet of highly diversified and old ships which have major
needs for repair, spare parts and supplies. The port, however, has
only minimum repair facilities, irregular and costly supplies of spare
parts, equipment and fuel, poor communications and freight services and
inefficient port operations. While a number of the priority needs can
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only be met by making substantial investments - up to $30 million has
been proposed for a major repair facility - appropriate incentives and
credit to the private sector could go far in encouraging the development
of small and medium sized enterprises in ship chandlering, radio, marine
and refrigeration equipment and repair, and related industry services.
The extent of the possible market for repair and supply services can be
measured by the estimated $US 16 million authorized by the Central Bank
for transfers abroad, principally for repair services delivered in Las
Palmas and Dakar. One businessman estimated that these remittances
were equal to 70% of the industry's private sector earnings. The Inss
of fishing time required to effect these repairs abroad - normally up
to 15 days - is also an important economic factor.

c) There is a lack of real value-added fish processing operations at Noua-
dhibou. The major investments of the 80's were made in freezing facili-
ties which add 1ittle real value since most large operators find it
easier and cheaper to freeze and onload at sea. The current facilities
at Nouadhibou, therefore, represent a warehousing capability to hold raw
fish products prior to export - currently operating at 50% of capacity.
Possibilities exist for development of value-added fish processing to
produca fish flour, smoked/dried fish and fish fillets.

d) The port of Nouadhibou is situated in a remote and isolated location.
Land access to Nouadhibou in a commercial sense is virtually impossible.
The city - which is Mauritania's only natural port - is essentially a
fishing and mining industry enclave which can be directly accessed only
from the sea. The isolation of Nouadhibou has resulted in a lack of
qualified specialists and training facilities, difficulty in obtaining
spare parts, lack of communication facilities and navigational aids,
irregular and expensive supplies and fuel, and very limited community
and recreational amenities. The climate and the accompanying dust and
sand intrusions add to normal operational difficulties. While there is
little that can be done to change this situation on a short to medium-
term basis, the donor community should be aware of the formidable
environmental problems facing major modernization efforts at Nouadhibou.

6. Recommendations For Private Sector Initiatives By The Mauritanian Donor
Commnity

Agriculture and fisheries remain the two most important segments which should
continue to receive major donor attention. Assistance to these segments will
continue to address the critically important targets of food self-sufficiency,
private sector employment, export earnings, and self-sustained growth,

It is strongly recommended that private sector initiatives of the donor community
in the fisheries segment be developed with and lead by the two private sector
entities which speak for both the industrial-export business community and the
artisanal-domestic consumption sector. These organizations understand the prob-
Tems facing fisheries development, have clear ideas of the Tong-term objectives
they are seeking for the industry, and have already developed close working
relationships and continuing policy dialogue with the Government:

SPPAM - Societe pour la Promotion de la Peche Artisanale en Mauritanie

o CTAD Cadamaddan Ao T4 .2 __ _1 11a
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SPPAM is still a young organization and faces major organizational, financial and
management problems in the years ahead. It has reasonably clear ideas of its
objectives and program priorities and has an organization plan which addresses
these needs. It will need support in a number of areas:

a) Financing. The member cooperatives of SPPAM will require financing for
boats, nets and supplies. Discussions between the FND and SPPAM to
develop a cooperative financing program appear to have stalled on the
issue of FND's insistance that SPPAM provide guarantees for the borrow-
ers which SPPAM is reluctant to do. A donor-sponsored guarantee pro-
gram could be one answer to the problem.

SPPAM will also require continuing donor assistance as it builds its
national network of freezer, storage and refrigerated transport ser-
vices. The advantageous financing terms under which it is currently
building its freezer capability can serve as a model.

The SPPAM proposal to build in Mauritania the fiberglass "pirogue",
alreadv in successful service, and to experiment with different confi-
gurations of such boats which will permit extension of their range and
time at sea, should be supported. UNDP has already made a start and
believes that an estimated demand of 800 of the new boats could support
a private sector initiative.

e
~-

Technical Assistance. SPPAM will require a broad range of technical
assistance as it develops and expands the artisanal fleet, increases
its national processing, freezer and distribution network, provides for
repair and maintenance services, and establishes central capabilities
for sourcing, procurement and supply of equipment, spare parts, and
supplies.

c) Training. Both SPPAM and its member cooperatives will require technical
and business training to establish and maintain the large and complex
nation-wide operations envisaged in the company's long range strategic
plans.

The private industrial fishing sector is the nation's number one priority in the
development of a major export industry. Its needs are well known and the forth-
coming report of the Crown Agents' consulting team will provide an objective plan
of action for the industry. The donor community has a number of opportunities
for assisting further development of the private sector fisheries sector.

a) Ship Financing. Private sector fleet modernization is a major priority.
The FND and private sector investors have agreed a vessel configuration
which they believe is well suited both to national policy objectives
for the industry and off-shore operating conditions: a 35 meter stern
trawler with an 1100 h.p. engine, 400 cubic meters of fish storage and
a 20 ton per day freezer capacity. Twenty~three responses to an inter-
national request for proposal for ten such vessels have bheen received
by the FND which is coordinating the procurement and financing on behalf
of private sector owners. Short list final tenders are due June 1,
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1986. Shipbuilders are offering medium to Tong term credits with
interest rates in the range of 6% to 9%. . Bank guarantees covering 75%
to 85% of the loans will be required. Attempts are now being made to
form a bank consortium of Government anc private sector banks. A donor
supporter guaranteed program could be envisaged.

Port Facilities Financing. The Nouadhibou port facilities are extremely
Timited and can in no way respond to the ambitious objectives of national
fisheries expansion. Needs range from additional dock space to major
repair and overhaul facilities includirg haulage and dry-dock facili-
ties. A number of reports detailing several possible options for
development of the port exist. Donor support in realization of the
chosen option is important.

Technical Training. A1l privace operators of both ships and on-shore

facilities beTieve that the issue of manpower develcopment has not been
seriously addressed. The survey team suggests that an important step
in meeting these needs can bhe taken utilizing the outstanding facilities
of SNIM's technical training institute outside Nouadhibou. As explained
elsewhere in this report, SNIM is under pressure to close this well
equipped and staffed but under-utilized facility since the iron ore
industry has little further need for the certer. It is strongiy recom-
mended that donor initiatives be taken working through FIAP and SNIM to
establish a Tive-in two to three year apprentice program and short term
technicians training courses designed to meet the fishing industry’'s
needs. The existing center is a major national asset and could very
easily become the focal point for technical and management training at
all levels of the fishing industry. The technical training needs of
SPPAM could also be satisfied by such a facility.
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EXHIBIT V-1
MAURITANIAN FISH PRODUCT EXPORTS

FISH EXPORTS BY 7YPE 1982-1984

YEAR
TYPE

1982 1983 1984 1985

FISH-ALL TYPES 136.1 | 330.6 256, 4 332,5

CRUST/MOLL /SHELL 2,7 1.9 2.1 .0

FISH MEAL 13.8 38,3 24,7 35,8

FISH OIL 1.0 2.4 1.9 2.5

DRIED/SALT FISH .3 .5 . .4

CANNED .6 .07

TOTALS 153.9 | 373.7 285, 9 372,
FISH EXPORTS BY TYPE 1985
QUANTITY FOB VALUE FISHING FEES/TAXES
FISH TYPE (000 KG) | (MILLIGN M) (MILLIGN UM)
CEPHALOPOD 37,047 6,637 748
DEMERSEAUX 43,455 2,560 287
PELAGIC 251,907 6,442 670
SHELLFISH 942 513 14
SALT DRIED 378 30 1
FISH MEAL 35,754 1,072 72
FISH OIL 2,487 93 14
CANNED 7 0.3 0.04

CONFISCATIONS AND PENALTIES 18.
TOTALS | 371,977 17,347 1,824

SOURCE: FEDERATION DES INSUSTRIES ET D'ARMEMENTS DE PECHE, NOUADHIBOY
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EXHIBIT V-2
FISH EXPORTS 1979-1985

400-
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79 80 81 82 83 84 85
79 80 81 82 83 84 85
14,604 | 77,484 | 143,338 | 179,873 | 373,700 | 285,900 | 372,000

SOURCE: FEDERATION DES INDUSTRIES ET D'ARMEMENTS DE PECHE
SOCIETE POUR LA PROMOTION DE LA PECHE ARTISANALE EN MAURITANIE
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EXHIBIT V-3

INCREASE IN UNIT EXPORT VALUE OF FISH 1984-1986

DECLARED VALUE | UNIT VALUE | % INCREASE
CATEGORY TONS EXPORT (UM) (UM) 85,84
CEPHALOPOD
1984 28,395 3,146,666, 443 110,817
1985 37,047 6,637,056, 180 179,155 62%
PELAGIC '
1984 189,938 4,097,102, 430 21,570
1985 251,506 6,442,411, 469 25.574 18%
FISH MEAL
1984 24,676 633,803, 080 25,684
1985 35.754 1,071.789.047 29.976 17%
EXHIBIT V-4
FISH EXPORTS - TONNAGE, VALUE AND TAX REVENUE
YEAR TONS VALUE FOR NDB EXPORT TAX AND FEE
1984 285, 942 10,599,811, 321 1,090,177,270
1085 371,977 17,387, 686,543 1,853,999, 972
% INCREASE
1985/1984 30% 64% 70%

SOURCE: FEDERATION DES INDUSTRIES ET D'ARMEMENTS DE PECHE
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EXHIBIT V-5

FISH EXPORTS BY IMPORTER OF RECORD 1984

(000 T)
COUNTRY TOTAL % TOTAL
COTE D'IVOIRE 54,9 19,2
LIBERIA 1.4 .4
CONGO .3 .1
GABON .02 ---
ZAIRE .1 ---
SIERRA LEONE .6 .2
JAPAN 18.7 6.5
FRANCE .7 .2
ITALY 5.3 1.8
GREECE 1.0 .4
SWITZERLAND 4 .1
"PORTUGAL 2.3 .8
CUBA 3.2 1.1
SWEDEN 9,0 3.1
USSR 104,2 36.5
RUMANIA 21.1 7.3
SPAIN 26,3 9,2
IRAQ 24,4 8.5
EGYPT 1.8 .6
ALGERIA 5,2 1.8
LYBIA 4 .1
NIGERIA 4.6 1.6
TOTAL 285.9 59,5%

SOURCE:

FEDERAL DES

INDUSTRIES ET D'ARMEMENTS DE PECHE (FIAP)

NOUADHIBOU, MAURITANIA
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EXHIBIT V-6
MAURITANIAN FISHING FLEET

MAURITANIAN OWNED FISHING SHIPS OFFICIALLY REGISTERED

1. NUMBER AS OF JANUARY 15, 1984 80
2. LOSSES (4)
3. ADDED: JANUARY 15, 1984-MARCH 8, 1986
° Up to 20 Meters 7
° 20-40 Meters 7
° 40-60 Meters 16
° Over 60 Meters 1
°  Unknown 8 39
4. TOTAL AS OF MARCH 8, 1986 115
FOREIGN OWNED SHIPS REGISTERED FOR OPERATIONS
IN MAURTTANTAN WATERS
CHARTERED TO OPERATING COMPANIES 38
LICENSED TO OPERATE FOR OWN ACCOUNT 72
. TOTAL 110

SOURCE: FEDERAL DES INDUSTRIES ET D'ARMEMENTS DE PECHE
NOUADHIBOU, MAURITANIE
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EXHIBIT V-7

FISH FREEZING AND COLD STORAGE FACILITIES - NOUADHIBOU

COMPANY FREEZING CAPACITY . COLD STORAGE CAPACITY
(TONS/DAY) (TONS)
SOFRIMA 30 2,000
SIPECO 50 2,000
SMEF -- 3,000
SIMAR 60 1,800
MSP 45 1,500
SALIMAUREN 50 4,000
COMACOP 50 4,000
MAUSOV-SEV -- 3,000
ALMAP NA NA
SAMIP NA NA
TOTALS 285 Tpd* 21,300 T
104,000 Tpd
at 365 days

* INSTALLED FREEZING CAPACITY EXTIMATED TO EQUAL 28% OF FISH EXPORTS

SOURCE: FEDERATION DES INDUSTRIES "T D'ARMEMENT DE PECHE, NOUADHIBOU
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EXHIBIT V-8

ORGANIZATION STRUCTURE - SOCIETE POUR LA

PROMOTION DE LA PECHE ARTISANALE EN

MAURITANIE - SPPAM

SHAREHOLDERS

° 22 PRIVATE SECTOR SHAREHOLDERS
°® 14 COOPERATIVES
°® GOVERNMENT (MINORITY)

BOARD OF DIRECTORS

ADMINISTRATEUR DELEQUE

DIRECTOR GENERAL

MARKETING ENGINEERING
. PRODUCTION AND AND
ADMINISTRATION SALES MAINTENANCE
® PERSONNEL ® FISH PROCESSING ® FISH PRODUCTS ® TRUCK AND
° ACCOUNTING ® FREEZING & COLD ® EQUIPMENT AND VEHICLES
STORAGE - SUPPLIES ® FREEZING AND

NOUAKCHOTT COLD STORAGE



