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EXECUTIVE SUMMARY
1.
Background:
Mauritius
has
established itself as one of the leading
economic reformers in Africa, successfully
transitioning from a Low Income into an
upper Middle Income Country (MIC).
Strong institutions in a politically stable and
thriving business environment and effective
use of trade preferences particularly with
Europe and India have been instrumental in
driving growth and facilitating an
impressive economic diversification. At
independence the small island economy was
completely dependent on sugar. It has since
diversified into tourism, textiles, financial
services,
and
Information
and
Communication Technology (ICT). A
generous social welfare system has been
used to distribute proceeds from high
economic growth rates. Less than 1% of the
population is classified as poor. Mauritius is
now positioning itself for another important
transition. The Government has announced
an ambitious agenda: to transform Mauritius
into a High Income Country (HIC) on the
basis of growth that is sustainably generated
and equitably distributed by 2025.

deepen its participation in cross-border
value chains to sustainably drive growth.
However,
remaining
infrastructure
deficiencies and an emerging skills
mismatch driven by underlying structural
bottlenecks in the education system are
impacting on the quality of its human
capital, productivity and innovation
capacity. Mauritius has requested for the
Bank’s timely support to take the country
back on a high growth path and accompany
its transformation.
3.
Strategic
Orientation:
The
objective of this CSP is to help Mauritius
build its competitiveness and resilience to
exogenous shocks so as to enhance the
quality of growth and accelerate the
country’s transition into a HIC. The CSP
takes into account the strategic importance
of Mauritius to the region and the Bank. It
recognizes the country’s outstanding
performance and positive spill-over effects
on the mainland with the Bank playing a
crucial catalytic role. It seeks new ways of
doing business in Mauritius by focusing
Bank support on deepening technical and
knowledge advisory services and catalyzing
private investments to drive growth and
create jobs. Drawing on the Bank’s
comparative advantage it seeks to support
interventions in Mauritius under two
complementary pillars. Pillar 1: Building
Infrastructure
and
Public
Private
Partnerships (PPPs) and Pillar II:
Deepening
Skills
and
Technology
development.

2.
Country Context: The economy has
avoided recession during the global
economic downturn thanks to the
Government of Mauritius (GoM)’ bold
policy response measures. Nonetheless
growth has slowed down from an average of
4.8% during 2003-2007 to 3.9% during 2008
-2012. Unemployment has also slowly
increased especially among less skilled
youth and women. The GoM is aware that if
it is to achieve a HIC status, it must urgently
propel the country back onto a high growth
path. The biggest challenge for Mauritius is
to enhance its competitiveness to sustainably
move up the value chain. Small and
isolated, Mauritius is highly open and
vulnerable to changes in the environment
and climate. With trade accounting for about
120.5% of GDP, the GoM would like to

4.
Pillar 1: This pillar will support
actions and policy reforms that aim at
addressing bottlenecks in Energy, Transport
and Water and Sanitation infrastructure. The
objective will be to support Mauritius
improve the quality and capacity of
infrastructure so as to attract higher valueadded investments, enhance the domestic
iv

private sector’s capacity to penetrate the
regional market and improve public service
delivery. Under this pillar, within the
framework of a customized presence, the
Bank’s Infrastructure Investment Specialist
will be resident in Mauritius for three years
to provide technical advisory services and
strengthen the GoM’s capacity to structure
PPPs. Support to PPPs aims at crowding-in
private investment to co-finance public
sector investments in line with the GoM’s
medium term fiscal consolidation objectives.
Pillar 1 will be a pathway for promoting
gradual transition to ‘green’ growth by
supporting GoM enhance resource use
efficiency in the utilities sector, achieve
policy clarity on the share of renewable
energy in the national production mix, and
reduce underground water pollution. A
Program Based Operation (PBO) policy
dialogue will also help facilitate reforms that
aim at improving water access to
geographically deprived areas to address
inclusion.

advantage such as financial services and
governance. Interventions will include
investments
in
Mauritius
financial
intermediaries targeting Africa and support
to the Regional Multidisciplinary Centre of
Excellence to train policymakers in the
region to improve trade and business
regulatory environment.
5.
Technical
and
Knowledge
Advisory role: In line with the Bank’s
2013-2022 Strategy and using country
presence and the MIC Trust Fund Grant
facility, this CSP deepens the Bank’s
technical and knowledge advisory role in
Mauritius. The interventions are designed to
inform policy dialogue and provide green
and inclusive infrastructure investment
options to the GoM while deepening
engagement with the private sector. MIC
Grants are being frontloaded to help identify
lending opportunities and strategically
position the Bank for increased investment
support to Mauritius. They will also enhance
the Bank’s competitiveness. Analytical work
include (i) study to inform multi-modal
climate resilient transport solutions (ii) study
on land-use planning and environmental
threats and (iii) Baseline study on eeducation and adaptive learning.

Under Pillar 2: This pillar will support
actions and policy reforms that will
contribute to improving the quality and
relevance of education particularly higher
education and Technical, Vocational,
Education and Training (TVET) and
strengthen human capital. The objective will
be to help Mauritius address the skills gap
and enhance the country’s productivity and
innovation capacity. The focus will be on
(i) enhancing the quality of primary
education, the main cause of high attrition
and the source of the rising pool of unskilled
youth (ii) improving the relevance and
access to TVET and tertiary education to
address skills shortages in science and
technology, ICT and other emerging sectors
and (iii) bolstering research and innovation
capacity. The Bank will also use this pillar
as a platform to facilitate skills and
technology transfer to the mainland in areas
where the country enjoys competitive

CSP Alignment and Flexibility:
This CSP is aligned to the GoM’s draft ten
year Economic and Social Transformation
Plan (ESTP) and its three year rolling
Program Based Budget (PBB) results
framework both designed within the
country’s Vision 2020. It adopts a flexible
lending program within the approved
strategic pillars to respond to evolving needs
of
Mauritius
and
seize
emerging
opportunities in the private sector as the
Government consolidates reforms. Joint
annual Bank missions to Mauritius will
progressively update the CSP program. A
mid-term review is programmed for 2016 to
review progress and assess continued
relevance of the Bank’s strategic orientation.
6.

v

I

INTRODUCTION

II
COUNTRY CONTEXT AND
PROSPECTS

1.
The new Country Strategy Paper
(CSP) for Mauritius covers the period 20142018. It is designed to support Mauritius’
ambitious agenda to transition to a High
Income Country (HIC) by 2025, in line with
the draft 10-year Social and Economic
Transformation Plan (ESTP). It seeks to
guide the Bank Group’s interventions in
Mauritius to support the Government’s
transformation agenda. In line with the Bank
Strategy 2013-2022, it deepens the Bank
Group’s technical and knowledge advisory
role to support the country crowd-in private
investment for its infrastructure and skills
development programs while promoting
green and inclusive growth.

2.1
Political, Economic and Social
Context
2.1.1 Political Context:
3.
Mauritius’ long history of good
governance and political stability positions it
ahead of other African countries (Figure 1).
Since independence in 1968, elections have
been rated as free, fair and competitive.
Successive governments under a shared
development vision, take pride in sustaining
democratic values, good governance and
social inclusion, important ingredients to
Mauritius’ success story.
FIGURE 1: POLITICAL CONTEXT, 2011

2.
The last CSP for Mauritius (20092013) was approved by the Board in
September, 2009 (ADB/DB/WP/2009/146).
Designed to help the economy respond to
the global economic downturn while
supporting the country’s development
priorities, it was anchored on two pillars (i)
Reducing
structural
bottlenecks
to
Competitiveness and Trade and (ii)
Enhancing Public Sector Efficiency and
Social Service Delivery. The CSP
Completion Report concluded that the
Bank’s strategic orientation in Mauritius
was appropriate although an absence of
direct private sector lending, and low
disbursement rates reduced the Bank’s
leveraging
potential
and
portfolio
performance respectively. The GoM and the
Bank agreed to proceed with the preparation
of this new CSP on the basis that the draft
ESTP already provides a clear policy
direction with the expected strategic results
articulated in the three year rolling Program
Based Budget (PBB) framework.

Source: AfDB Statistics using data from the WEF, 2012

4.
The Labor Party led coalition won
the 2010 General Elections. However, the
withdrawal of its main partner, the
Mouvement Socialiste Militant (MSM) in
2011 left the Prime Minister with a slim
majority in the national assembly1. The
MSM left the government amidst allegation
of corruption against two of its Ministers2.
The government has also faced rare displays
of public discontent.
In 2013, an
1

The Bank is of the view that this may have contributed to the slowdown in
the pace of some reforms such as (i) operationalizing the Utility Regulatory
Authority and (ii) introduction of a private operator in the water sector.
Nonetheless, the Government feels it has sufficient support for enacting
major reforms such as Public Sector Pension Reform
2
MSM members involved are answering corruption charges by the
Independent Commission Against Corruption. In this context Mauritius’
ranking on the Transparency International’s Corruption Index improved
from 46 in 2011 to 43 in 2012

1

Environmental activist went on hunger
strike to protest against government plans to
develop a coal power plant. The government
took steps to address the activist’s concerns.
They disclosed the contracts under the coal
power project and set up the National
Energy Commission (NEC) as an advisory
body on power sector investments.
5.
At the municipal elections of
December 2012, the governing coalition
won 36 seats, against 51 for the Opposition.
The elections were nonetheless considered a
success for the agenda on women
empowerment. A 30% legislated quota
passed in 2011 encouraged more women to
participate, increasing their representation in
municipal councils from 6% to 35% in 2012,
compared to 18.8% in the national assembly.
Mauritius will be keen to replicate this at the
upcoming General Elections to ensure the
country moves closer to the SADC target of
50%, following a change in the constitution.
6.
This CSP has been prepared at a time
of consolidation of previous reforms as the
country prepares for the General Elections to
be held at the latest in 2015. However,
successive governments have demonstrated
policy continuity and sustained the reform
agenda over previous election cycles. To
this extent while some minor shifts in policy
emphasis could occur with the new
government, the strategic goal towards a
HIC status is expected to remain.
2.1.2 Economic Context
7.
Mauritius
has
undergone
a
remarkable economic transformation since
independence. High economic growth rates
averaging 4.5% between 1990 and 2012
more than tripled Mauritius’ GDP per capita
during the period to US$8,592. Preferential
trade agreements particularly with the
European Union (EU) and India facilitated
an impressive economic diversification. At
independence in 1968, Mauritius was a

single crop economy completely dependent
on sugar. Tourism now accounts for 8% of
GDP, 30.9% of exports and 7.9% of
employment. Textile at 4.9% of GDP and
19.2% of exports employs about 13.8% of
the workforce. A vibrant financial services
sector driven by off-shore services has also
emerged, accounting for 10.2% of GDP.
Other sectors such as Information and
Communication Technology (ICT), real
estate and wholesale and retail trade have
each also contributed between 5-10% of
GDP on average over the past 5 years.
Macroeconomic Management
8.
Aggressive policy reforms in the past
decade have been instrumental in building
resilience against external economic shocks
and supporting growth. Prompted by the
expiration of the Multi-Fiber Agreement
(MFA) and a phased reduction in sugar
protocol prices by the EU, the first set of
major reforms launched in 2005 helped
Mauritius enhance its competitiveness,
improve business environment and reinforce
fiscal prudence.
FIGURE 2: REAL GDP GROWTH RATE (%)

Source: AfDB Statistics, 2013

9.
The reforms led to an increase in
growth from 1.2% in 2005 to 5.7 % in 2007
(Figure 2) largely driven by Foreign Direct
Investments (FDI)3. At US$396.34 million
in 2007 FDI had increased from 1% of GDP
in 2003 to 5%. A series of fiscal stimulus
measures with contribution from the private
3

FDI went largely into real estate in the hospitality sector.

sector (Box 1) coupled with a monetary
policy that responded to both growth risks
and price stability challenges have kept
macroeconomic
indicators
relatively
resilient as the crises evolved. At 4.2%
growth briefly recovered in 2010 but slowed
down again to 3.8% in 2011 and 3.3% in
2012 due to the lingering Euro zone crisis.

jobs and textiles shedding about 1, 244 jobs.
In terms of the drivers, growth was largely
driven by exports (benefiting from robust
financial and ICT services exports) and
consumption, as investments slowdown
(Figure 3). The CPI inflation which peaked
at 6.5% in 2011 from 2.5% in 2009 due to
high global commodity prices slowed down
to 3.9% in 2012 (Table 1).

BOX 1: FISCAL RESPONSE TO THE GLOBAL
ECONOMIC SLOWDOWN
 Two fiscal stimulus packages (2008, 2009) aimed at fast
tracking earmarked public infrastructure projects,
removing FDI obstacles to accelerate private investment,
supporting SMEs, and re-skilling retrenched workers and
implementing specific protection measures.
 The Mechanism for Transitional Support Program (2009)
to rescue private firms facing financial difficulties. The
firms contributed with equity of 20%, commercial banks
assisted with loans of 40% at a concessionary interest
rate, and the remaining 40% from GoM.
 The Economic Restructuring and Competitiveness
Program (ERCP) (2010) included around 100 policy
measures aimed at shifting export growth to new
markets, restructuring and deleveraging enterprises,
retraining retrenched workers, upgrading public
infrastructure and improving the regulatory environment
for competitiveness.
 Introduced Corporate Social Responsibility (CSR) Tax at
2% of chargeable income tax of profit making private
enterprises introduced in 2010.
Other budget measures during 2011-2013 included:
 Abolish solidarity tax on dividends and interest, and
capital gains tax to attract FDI.
 Setting up MU7.3bn National Resilience Fund to support
SMEs.
 A collaborative 3 year MUR3.2bn SME financing scheme
with commercial banks at Key Repo Rate (KRR) +3%.

FIGURE 3: DEMAND CONTRIBUTION TO REAL GDP
GROWTH

Source: Statistics Mauritius, 2012
Table 1 - Macroeconomic Indicators
Real GDP
growth
CPI inflation
Budget balance
% GDP
Current account
% GDP

2009

2010

2011

2012

2013*

3.1
2.5

4.2
2.9

3.8
6.5

3.3
3.9

3.7
5.3

-3.2

-3.0

-2.1

-2.3

-2.6

-11.0

-10.3

-12.6

-10.0

-9.7

Source: Data from Bank of Mauritius; * estimates

Source: Ministry of Finance and Economic Development

11.
Reflecting the economy’s relative
resilience, FDI at 4.0% of GDP in 2012,
maintained their positive trajectory. In spite
of an 8% fall in arrivals from Europe, tourist
arrivals at 965,441 in 2012 (Figure 4) were
at their highest level in a decade keeping the
earnings within the medium term trend at
13% of GDP4. Arrivals from Russia at
19,429, China at 20,885 and Africa at
265,215 grew by 58.9%, 38% and 14.7%
respectively somewhat making up for the
slowdown from the European market.

10.
Driving the slowdown during 20112012 were sugar and textiles which have
remained stagnant due to weak demand from
the main market in Europe. Construction
also contracted following completion of
major projects such as the airport extension
and shopping complexes and delays in the
Road Decongestion Program. Financial
services, ICT and fisheries, posted average
growth rates of above 5% helping drive
overall growth. The sectorial shifts in
growth was also reflected in employment
creation between 2010 and 2012, with
financial services creating a net of 5, 632

4

A fall in hotel occupancy rate from 65% in 2011 to 62% in 2012
was largely due to expanded occupancy capacity.

3

ratio to 50% of GDP by 2018. The real
effective Rupee exchange rate remains
broadly in line with fundamentals having
appreciated by 1.3% in 2012 compared to
6% in 2011. In terms of reserves, at 4.4
months of imports coverage in 2012 they are
considered adequate when measured against
the traditional threshold of 3 months. The
medium term outlook is positive although
heavy reliance on the euro zone and capacity
bottlenecks in the public sector remain
major downside risks. Growth in 2013 is
forecast at 3.3% the same as in 2012 as
construction and tourism remain muted.

FIGURE 4: EXTERNAL SECTOR 2003-2012

Source: Bank of Mauritius, 2012

12.
Mauritius’ widening current account
deficit over the past decade reflects a
worsening trade balance and falling savings.
At 10.0 % of GDP in 2012 the deficit has
persisted in double digits since 2009. During
this time total imports as a proportion of
GDP (Figure 4) increased from 42% to 47%
driven by high prices of food and fuel which
on average contribute about 18% and 20%
respectively to the import bill. Meanwhile
total exports only increased from 22% of
GDP to 23%. While investments have
remained largely the same at 25% of GDP,
Gross National Savings have declined from
22% of GDP in 2007 to about 15% in 2012
driven by a fall in private savings.

2.1.3 Governance
14.
Having achieved progress in the area
of governance, Mauritius now seeks to
consolidate results and achieve efficiency
gains. Successive administrations supported
by strong institutions have demonstrated
strong commitment to reform, positioning
Mauritius as a continent leader in a number
of other areas including governance,
business environment, and economic
freedom. The Ibrahim Index for African
Governance captures this progress with
Mauritius ranking first for six successive
years in 20127. With an overall score of 4.6,
in 2012 the Bank’s Country Policy and
Institutional
Assessment
(CPIA)
is
consistent with the Ibrahim index - a steady
improvement from 4.31 in 2007.

13.
The GoM is keen to achieve fiscal
sustainability to help address external sector
vulnerabilities.
Owing
to
sound
macroeconomic management, public debt at
54.2% of GDP5 in 2012 remains sustainable
and within the legal limit of 60% which
earned Mauritius an upgrade in sovereign
debt rating by Moody’s Investors’ Agency
from Baa2 to Baa1 in 20126. The
Government plan is to lower the public debt

15.
In terms of Public Finance
Management (PFM), the Public Expenditure
and Financial Accountability (PEFA)
Assessment of 2011 found systems to be
sound and efficient with low fiduciary risk, a
continued improvement from the 2007
PEFA. Broadly, budget resource allocation

5

Domestic debt represents over 80% of total central GoM debt
with over 25% as short term. A public debt strategy is being
finalized. An on-going public debt management capacity building
operation by the Bank includes deepening secondary markets.
6
This has benefited from better than expected domestic revenue
performance which at 20.7% of GDP remained within the medium
term trend showing relative resilience to the downturn.

7

There has been a slight deterioration in performance on ‘Safety
and The Rule Of Law’ where the country scores of 88.4 in 2011
down from 88.6 in 2010 probably capturing the highly publicized
murder of a foreign tourist in a hotel room and reflecting a fall in
the Transparency International’s Corruption Index from 39 in 2011 to 46 in
2011.

4

and execution has improved with the
adoption in 2006 of the Program Based
Budgeting (PBB) tool formulated within a
three year rolling Medium Term Framework
(MTEF). The PBB has been expanded
across the central government and has been
instrumental during the global economic
downturn in consolidating public finances
and reducing the budget deficit and public
debt. The PEFA however, recommended
improvements in some specific areas
including (i) the budget-expenditure outturn
affected by consistent under spending on the
capital budget because of weak capacity to
timely execute public sector investments and
(ii) external scrutiny largely due to a weak
Parliamentary Accounts Committee (PAC).
The PAC remains an ad hoc establishment
with the National Assembly not bound to
discuss its report and that of the Director of
Audit. To improve the delivery of public
sector investments, a Project Management
Development Unit (PMDU) has been
established under the Prime Minister’s
Office to oversee major investment projects.
To enhance external scrutiny, the Office of
Public
Sector
Governance
(OPSG)
established in 2010 has been charged with
monitoring implementation of the audit
reports. OPSG is also responsible for
overseeing reforms in State Owned
Enterprises.

Management System (PMS) to enhance
corporate results delivery and ensure
convergence with the PBB (v) Address
governance and efficiency bottlenecks in
procurement (vi) Strengthen and accelerate
Public Private Partnerships (PPPs) to
leverage financing for the Government’s
US$10bn infrastructure program (box 2)
(vii) Make progress on e-government
services
including
e-budgeting,
eprocurement and e-payment systems to
improve efficiency.
BOX 2: OVERVIEW OF THE GOM’S US$10BN
INFRASTRUCTURE PROGRAM
The objective of the GoM’s infrastructure program is
to develop a world class economic and social
infrastructure to improve the delivery of public
services and the competitiveness of the economy.
About US$4.5bn worth of investment has been
programed for period 2013-2017 of which about 80%
will go into economic sectors such as transport,
utilities and communication. Financing will be
through contribution from the Government (38%),
public enterprises (13%), and private sources
including FDI (22%). About 26% will be met through
additional local and foreign borrowing. Development
partners are expected to contribute about
US$1.27billion (28%) with the Bank as the lead
partner (44%) followed by AFD(18%) and EU,
Government of China, World Bank, EIB, BADEA and
Government of India providing the rest. About
US$1.93billion of the program is expected to be
implemented through the Public Private Partnership
(PPP) modality including (i) The Road Decongestion
Program Phase I worth US$1.2 billion which is in
advanced stages of negotiations. (ii) The CT Power
Coal Project which has experienced delays due to
controversies related to the contract and environmental
license award (iii) The Light Rail Mass Transit System
had a market sounding session (MSS) in 2012 (iv)
Coal-fired Independent Power Plant and (vi) Lease
contract in water sector.

16.
The GoM is now focusing on
building public sector capacity and
addressing efficiency bottlenecks to achieve
competition, transparency and value for
money. In this context it has prioritized a
number of actions (i) Finalize the Economic
and Social Transformation (ESTP) Action
Plan to provide a long term strategic
planning tool (ii) Review the PFM Act of
2008 to achieve a comprehensive legal
framework compatible with the PBB (iii)
Further deepen PBB to improve results
indicators (iv) Deepen the Performance

Source: GoM (2013) Public Sector Investment Program

2.1.4 Business Climate
17.
Ranked 19th globally (20 places
ahead of South Africa) on the 2012-2013
‘Ease of Doing Business’ index, Mauritius
has consistently maintained its premier
position in Africa since 2006. It is among
the top 20 economies on ‘starting a
business’, ‘paying taxes’, ‘protecting
investors’ and ‘trading across borders’. The
country’s few weak performance areas are in
5

‘labor market flexibility’, ‘dealing with
construction permits’ and ‘insolvency’. The
Government has signed about 37 Double
Taxation Avoidance Agreements (DTAA)
with as many countries making it a low-tax
investment gateway to other countries
notably South Africa and India. Benefiting
from the DTAA, Mauritius is the leading
source of FDIs to India at 38% of total FDI
as at September, 2012. In tandem, India is
the biggest source of imports to the country
estimated at US$4.8bn in 2011 representing
23% of total imports.

contributing about 37% of GDP and
employing about 55% of the workforce.
Recognizing the important role of SMEs in
economic growth and job creation, the GoM
extended a number of financial instruments
during the global downturn. An estimated
US$12m Fund for SMEs and a MUR3.2bn
three year concessional credit facility for
SMEs were set up to increase access to
financing9.
2.1.5 Competitiveness
20.
Mauritius has overtaken South
Africa as the most competitive economy in
Sub Saharan Africa. Ranked 45th on the
2013-2014 Global Competitiveness Report
(GCR) up from 54th in the previous year, it
benefits from strong institutions which have
created conducive environment for a highly
accountable private sector to thrive. Private
investment as a proportion of total
investments stood at 76% in 2012 and
represents about 17% of GDP. A relatively
good performance on the 2013-2014 GCR
indices on the goods market efficiency,
infrastructure
(ports,
airports,
fixed
telephony and ICT), health standards and
financial market also give Mauritius a
competitive advantage.

18.
A strong business environment with
a low tax jurisdiction has helped the country
attract tax resident Global Business
Corporations (GBCs) (Annex 9). As at end
May 2012, Mauritius had 25,006 GBCs, 159
Management Companies and 881 Global
Funds8. Emerging sectors such as ICT,
Hospitality and Property Development, the
Seafood and Marine Industry and the
Biomedical
Industry
are
attracting
substantial investment. The GoM has
intensified efforts to enhance Mauritius’
standing as an open and transparent tax
jurisdiction. They have signed Memoranda
of Understanding with a number of countries
on exchange of tax information. The OECD
Global Forum on Transparency and
Exchange of Information in 2011,
acknowledged the significant steps that
Mauritius has taken to enhance the legal and
regulatory framework for exchange of
information. Showing commitment to
transparency the GoM in 2012, subscribed
to the International Monetary Fund’s
(IMF’s) Special Data Dissemination
Standard (SDDS).

21.
When compared to other efficiency
driven economies such as Brazil and South
Africa,
the
weakest
constraint
to
competitiveness in Mauritius in the 20122013 GCR is ‘the size of the market’ derived
from its inherent characteristic as a small
island. ‘Innovation’ is also limited due to
lack of scientists and engineers and weak
research and development capacity10.

19.
Mauritius also boasts a vibrant Small
and Medium Enterprise (SMEs) sector

9

Although domestic credit to private sector stood at 91.4% in 2011
and borrowers from commercial banks stood at 2,168 per 1000
adults, the 2012-2013 GCR indicate that access to finance is the
second most problematic factor for doing business in Mauritius
which may be largely true for SMEs.
10
Research and Development expenditure at 0.31% (UNESCO,
2012) is far below the 1% recommended by the African Union

8

Most of the Bank’s equity funds both private and direct equities
(total of UA843mn) as at end April, 2013 are registered in
Mauritius except for 3 infrastructure funds registered in South
Africa.
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to achieve export market diversification and
increase
investment.
Exports
and
investments have responded favorably
although more could be achieved. Between
2009 and 2011, exports to COMESA
increased from 1.8% of GDP to 2.0% driven
by exports to Madagascar while exports to
SADC increased from 3.1% of GDP to 3.3%
driven by exports to South Africa. Africa’s
share of FDIs to Mauritius has also doubled
during the period from 11.4% to 27% to
reach MUR2.5bn also driven by investments
from South Africa. Under the Accelerated
Program for Economic Integration (APEI),
the GoM with support from the World Bank
is collaborating with four other countries in
the region (Seychelles, Mozambique,
Malawi and Zambia) on undertaking
business and trade policy reforms.

2.1.6 Regional Economic Integration
and Trade
22.
Mauritius is well positioned to
exploit opportunities from enhanced
regional economic integration. The country
benefits from a number of bilateral, regional
and multilateral agreements. It has been at
the forefront of the Aid for Trade initiative
in Africa. It is continuously negotiating
more favorable access for its exports to the
EU, through the Economic Partnership
Agreement (EPA), and to the US in the form
of the African Growth and Opportunity Act
(AGOA). Mauritius is also an active
member of the Common Market for Eastern
and Southern Africa (COMESA), the
Southern African Development Community
(SADC) and the Indian Ocean Commission
(IOC) which it currently chairs. It also takes
part in the Tri-partite Free Trade Area
negotiations under the SADC, COMESA
and the East African Community (EAC).
Under COMESA the country hosts the
Infrastructure Fund aimed at facilitating
development of trade related regional
infrastructure. The Bank of Mauritius is also
the settlement bank for COMESA and prides
in settling payments within duration of t+2
days. The latest OECD Trade Facilitation
Indicators rank Mauritius in 1st place
amongst sub-Saharan African countries and
upper MICs (Figure 5).

2.1.7 Environment and Climate Change
24.
Being a small island, Mauritius is
highly vulnerable to environment and
climate change shocks. The high population
density at 624persons/km2 and the high pace
of growth in the ‘built environment’ is also
putting tremendous pressure on the land
resource and biodiversity. CO2 emissions
have risen, from 0.9ton/ capita in 1990 to
3.1ton/capita in 2009. Between 2007 and
2009 the country lost about 7% of its
agricultural land and 9% of forestry land to
other uses including housing, hotels and
industrial parks. The proportion of land lost
to development could be higher with a rise
in construction over the past few years.
About 17 living species are under threat of
extinction, the highest among small states
and less than 2% of native forests are left.
Estimates show that the country has seen a
degradation of nearly 60-70% of corals
which could lead to rapid degradation of the
lagoon and exacerbate erosion of the
beaches. Rising sea surface temperatures
and ocean acidification associated with
rising
atmospheric
greenhouse
gas

FIGURE 5: TRADE FACILITATION PERFORMANCE

Source: OECD, 2012

23.
The GoM has intensified efforts to
economically integrate with Africa in order
7

concentrations will further compound the
pressures on the coral reefs of Mauritius.
Climate change is superimposed on the
existing exposure of the island to natural
hazards, such as tropical cyclones, storm
surges, torrential rains and landslides. There
is already evidence of climatic changes and
associated impacts in Mauritius. A decline
in annual rainfall of around 8% since the
1950s has been noted. While coverage is
almost 100%, water shortages are frequent
particularly on Rodrigues Island and Black
River region due to drought and aging
infrastructure. Average temperature has
risen by 0.740C compared to the mean for
1961-90. Torrential rains in March 2013
resulted in 11 fatalities. The tragedy was
attributed to a combination of factors
including climate change, poor drainage
system and weaknesses in disaster early
warning and management system.

plan for the national energy production mix
to determine optimal production from each
source. The GoM has also introduced a form
of carbon tax and ‘green’ taxes on some
plastic products and have passed legislation
that allows use of up to 10% ethanol blend.
2.1.8 Social Context
26.
Mauritius’ generous social welfare
11
system
has been used to distribute
proceeds from its sustained high economic
growth rates. Its Human Development Index
(HDI) score of 0.737 for 2012 is well above
the Sub-Saharan African average of 0.437,
reflecting average life expectancy of 73.5
years and a high standard of living with
Gross National Income (GNI) per capita of
US$8,240 in 2011 (Annex 7). The GoM
estimates that less than 1% of the population
living on less than US$ 2 per day.
27.
Against the backdrop of harsh
external economic shocks and the changing
structure of the Mauritian economy, relative
poverty and inequality have picked pace. A
Household Budget Survey of 2012 identifies
299 pockets of persistent poverty across the
island and using a relative poverty line of
MUR6, 200(US$199.87) classifies 9.4% of
the population as relatively poor up from
7.9% in 2007. Poverty is predominantly
rural (12.4%) and disproportionately
prevalent on Rodrigues island (40%) where
livelihoods are derived from subsistence
agriculture and fishing. An increase in the
country’s Gini coefficient from 0.388 in
2006 to 0.413 in 2012 also suggests a less
inclusive growth during the period.

25.
The Maurice Ile Durable (MID)
Initiative and Action Plan, launched in 2008
and 2013 respectively, provides the
framework for ‘green’ growth. In the
context of enhancing energy security they
are targeting 35% of the energy to come
from renewable energy by 2025 by reducing
dependency on fossil fuel from 80% in 2009
to 65% by 2025. Good progress on ‘green
energy’ is already being made. Currently
energy produced from bagasse contributes
about 17% of national electricity production
and has the potential to increase to 25% with
necessary investments. This saves Mauritius
importation of an equivalent of 375,000 tons
of coal, thus preventing the annual emission
of 1,200,000 tons of carbon dioxide (CO2).
However, with the planned investment in the
coal power plant in an attempt to diversify
its energy sources, the share of renewable
energy is likely to fall. To build on the
progress made in the area of renewable
energy and provide policy clarity, the GoM
will need to review its strategic investment

28.
Tackling unemployment is a major
priority for the GoM in view of its impact on
social inclusion and cohesion. At 8.2% in
2012 unemployment has increased from
11

The system provides for free education, free primary health
care, universal pension scheme, government subsidies on key food
stuffs and free housing for the vulnerable groups.
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7.3% in 2009. However, it appears to be
largely structural affecting low skilled youth
and women. Forty six percent of the
unemployed are the youth between the ages
of 15-25 while female unemployment at
12.6%, is double that of men. Unemployed
women tend to be poorly educated and that
have been laid-off from the declining textile
and sugar manufacturing industries. Two
programs have been set up to provide a short
term solution to employability of unskilled
youth and women. The National Youth
Program and the National Empowerment
Foundation provide training and re-skilling
programs to enable the youth and the
retrenched female workers reintegrate into
the changing labor market12. The GoM is
aware that addressing quality and relevance
of education will provide a long term
solution to inclusion.

students drop out in their second year while
those who pass can either be reintegrated in
the main education system or transition to
TVET. Gross tertiary enrollment rate at
32.4% in 2011 is also lower than the average
for MICs. Authorities have articulated an
Education and Human Resources Strategy
Plan for period 2008 – 2020 to address the
challenges. Efforts also aim to improve
relevance of Technical and Vocational
Education and Training (TVET) and access
since 50% of the current demand is not met
while employability is low. Although the
National ICT Policy provides for internet
connection for all schools, reports show
serious connectivity problems. In tertiary
education, while the Mauritius College of
the Air, the Centre for Professional
Development and Lifelong Learning and the
Virtual Centre for Innovation and Learning
Technologies at the Open University of
Mauritius, offer online learning other
tertiary institutions continue to lag behind.

29.
The challenge in the education sector
is to address efficiency and relevance and
position the system for innovation.
Notwithstanding the near 100% schooling of
Mauritian children in pre-primary, primary
and secondary education and total gender
parity in school enrolment, important
challenges remain. About 0.5% and 1.5% of
children annually drop out of primary and
secondary school, respectively. Around 35%
of children fail to obtain a Certificate of
Primary Education (CPE). Those who fail
the CPE twice and or have exceeded the age
limit to attend primary school but have to
remain in school until the compulsory age of
16
attend
Prevocational
Education
(PREVOC). Associated with school
dropouts and the academically less-fit
PREVOC is also disconnected from
mainstream education and is not aligned to
labor market needs. 20% of PREVOC

30.
Good progress is being made on the
many health indicators but more attention is
needed on Non Communicable Diseases
(NCDs). Under-five child mortality has been
reduced by two thirds since 1990 and has
now reached 17.1 per 1,000 Live Births;
Malaria has been eradicated; HIV/AIDS
prevalence rate is less than 1% among 15-24
year olds. While health indicators are
generally good, NCDs account for 80% of
the burden of diseases.
31.
Mauritius has made good progress
towards achieving Millennium Development
Goals (MDGs) but results remains tenuous
on MDG 3 promoting gender equality and
women MDG 5 improving maternal health
and MDG 7 Ensuring environmental
sustainability affected by increase in CO2
emissions and species under threat of
extinction (Annex 8). Progress on MDG 3 is
affected by underrepresentation in decision

12

The GoM has also put in place a program to promote circular migration with
countries such as Italy and Canada as a means of reducing unemployment and promoting
development through remittances and skills acquisition. International migrant stock stood
3.4% in 2010. Remittances amounted to US$0.2bn in 2014 putting Mauritius among the
top ten in Sub Saharan Africa.
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making positions. Low labor force
participation rate at 44.1%, vulnerable
employment and high unemployment also
combine to reduce socio-economic prospects
for women. Progress on MDG 5 has seen a
recent reversal with maternal mortality ratio
more than doubling from 28 per 100,000 in
2000 to 60 in 2012 driven by Rodrigues.
2.2

2.2.2 Challenges and Weaknesses
33.
The
successful
structural
transformation model used by Mauritius that
relied heavily on trade preferences with the
EU and India has come under increased test
of resilience, with an evident slowdown in
growth. The GoM is aware that if it is to
achieve a HIC status, it must urgently propel
the country back onto a high growth path.
The biggest challenge is to build the
resilience to shocks and enhance its
competitiveness to sustainably move up the
value chain without compromising social
gains. To address this challenge Mauritius
will have to tackle the following key
structural bottlenecks:

Strategic Options

2.2.1 Country Strategic Framework
32.
The Vision 2020: Long-Term
Perspective Study (1997) articulates the
nation’s consensus on ‘moving the country
away from low wage, labor intensive
exports to a more competitive and
knowledge based economy’. In line with the
Vision the GoM has announced an
ambitious agenda: to transform Mauritius
into a High Income Country (HIC) on the
basis of growth that is sustainably generated
and equitably distributed by 202513. Along
with the strategic goal, a US$10billion
infrastructure program has been announced
to accompany the reform initiatives. A ten
year Economic and Social Transformation
Plan (ESTP) scheduled for approval in June
2014 translates the HIC agenda into strategic
priority actions. The ESTP focuses on five
priority areas (i) Increasing Competitiveness
(ii)
Developing
infrastructure
(iii)
Strengthening human capital and social
inclusion (iv) Enhancing Public Sector
Efficiency and (v) Promoting Sustainable
Environment. GoM 3 year rolling Program
Based Budget (PBB) provides the results
framework for the priority areas. A National
Strategic Transformation Council (NSTC)
has been set up as a Cabinet sub-committee
under the chairmanship of the Prime
Minister to oversee preparation and
implementation of the ESTP.

34.
A Small and geographically isolated
market: The small and isolated market
causes high dependency on external
markets. Moreover, population density is
high (624 people/km2) reducing available
land for agriculture. Mauritius imports
nearly 70% of its food requirements and
83% of energy needs making the country
highly vulnerable to price volatility.
35.
An Open and not sufficiently
diversified export market: Mauritius is
highly open with trade accounting for
120.5% of GDP14. However, the EU
accounts for nearly 60% of both its
commodity exports (largely sugar, textiles
and fisheries) and its tourists. Britain and
France are the main markets representing
35% and 22% of total exports in 2011
respectively.
36.
Erosion of trade preferences: The
competitive advantage based on trade
preferences in Mauritius is being eroded and
continues to be at risk. The expiration of the
MFA and the end of the sugar protocol saw
the sugar export price declining by 39%
between 2006 and 2009. Of particular
importance is the DTAA with India on

13

This entails achieving a Gross National Income (GNI) of
US$12,616 per capita at 2012 prices according to the World Bank
classification. The Government’s own target is to achieve a real
GDP/capita of US$14,000 by 2022.

14

In 2012 Exports Oriented Enterprises contributed 6.2% of GDP,
10% of employment and 57.5% of total exports.
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which consultations for review have been
on-going
since
2006.
Furthermore,
amendments to DTAA with South Africa
will with effect from 2014 require that tax
resident companies register as such in both
countries. These developments could
negatively impact on the financial sector
whose exponential growth has been largely
driven by investors from the two countries.

financial services sectors are creating jobs,
women who have lost jobs in textile and
sugar sectors and unskilled youth are
unemployed due to lack of relevant skills.
Approximately 20-25% of vacancies are in
the ICT/IT/web sector. Furthermore, a
comparative study of PPP-adjusted valueadded per worker show low labor
productivity in Mauritius compared to other
countries. Singapore is six times more
productive in Industry and three times more
productive in Services; South Africa is 76%
more productive in Industry and 11% more
productive in services. Although the country
does better than South Africa and is at par
with Brazil, on higher education and
training, at 32.4% in 2011 gross tertiary
enrollment rates are lower than the average
for MICs16. The 2013-2014 GCR identifies
inadequately educated workforce among the
top five most problematic factors for doing
business in Mauritius and the quality of
education as inadequate to meet the needs of
a competitive economy.

37.
Infrastructure bottlenecks: In spite of
a relatively good score on the 2013-2014
GCR, the private sector in Mauritius
considers
‘inadequate
infrastructure’
particularly transport, energy and water’ as
the third most important problem for doing
business in the country. At 55 out of 144 on
the 2013 Global Information and
Communication Technology (ICT) ‘network
readiness index’ Mauritius tops the African
continent and outperforms all BRICs except
Russia thanks to the operationalization of
the Lower Indian Ocean Network (LION) 2
submarine optic cable in 2012 and
complementary policy initiatives to reduce
the cost of broadband internet. However,
road transport congestion and traffic
accidents cost the economy an estimated
1.2% and 1.6% of GDP respectively15.
About 83% of the electricity is generated
largely from imported fuel oil undermining
security. Water security is also low affected
by frequent drought and the high proportion
of unaccounted for water (at 45%) due to
aging
of
pipes.
The
delayed
operationalization of the Utilities Regulatory
Authority (URA) is a hindrance to achieving
efficiency and security of the utilities sector.

39.
Vulnerability
to
environmental
degradation and climate change: The
competitiveness and sustainable growth
potential of Mauritius is intrinsically linked
to how it manages its ecological
vulnerability. When the country’s strong
global competitiveness performance in the
2012-2013 GCR was adjusted for
sustainability, its GCI score fell dramatically
from 4.35 to 4.03 as a result of its weak
environmental sustainability. Furthermore,
Mauritius lost its number one spot in Africa
to Seychelles in the Global Travel and
Tourism Competitiveness Index dropping
from 53 (out of 139) in 2011 to 58 (out of
140) in 2013. Driving the slide was the
combined impact of the loss of price
competitiveness as result of increase in hotel

38.
Education
quality
and
skills
mismatch: Poor education attainment at
primary and secondary level is a source of
exclusion as most unskilled and semi-skilled
youth are likely to be either in vulnerable
employment or unemployed. While ICT and
15

16

Compounded by lack of transport sector strategy and a weak
asset management of the road network

The national GTER which takes into account all Mauritians studying at
tertiary level, locally or overseas stood at 41.4% in 2008, and 46% in 2012
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and fuel prices and a weak performance on
the environmental sustainability indicator.

the GoM seeks to protect the poor from
tariff increases. Moreover a number of stateowned enterprises are in financial
difficulties and making losses due to low
productivity and inefficiency.

40.
Capacity bottlenecks in the public
sector: The 2011 PEFA report indicates
there were significant capacity constraints in
government which resulted in substantial
under spending on the capital budget. The
GoM will need to address underlying
challenges in the PPP framework (Box 3) to
effectively leverage private sector capacity.

2.2.3 Strengths and Opportunities
42.
Mauritius has a number of strengths
and opportunities which it can seize and
exploit to achieve its strategic goal of
attaining a HIC status.

BOX 3: KEY CHALLENGES TO EFFICIENT
IMPLEMENTATION OF PPPS

43.
Track
record
of
reforms:
Underpinned
by
strong
governance
institutions,
reforms
have
propelled
Mauritius from a LIC into an upper MIC
status. Recently, timely and innovative
policy reforms designed with participation
from the private sector led by the Joint
Economic Council were crucial in building
resilience
while
maintaining
fiscal
sustainability during the biggest economic
downturn since the Great Depression.
Lessons will be useful in informing the
GoM’s strategy for attaining the HIC status.

 The PPP legal framework is disjointed and not
comprehensive. Legal constraints make it difficult to
conclude PPPs where payments are made via enduser collected fees or where the public entity is a
state owned corporation.
 PPP Unit’s legal status is significantly limited
affecting its capacity to conduct/lead PPP project
preparation activities.
 Institutional weaknesses to asses value for money,
adequacy of risk sharing between private and public
sectors, affordability and fiscal risk.
 Procurement decisions are driven by the Central
Procurement Board (CPB). This yields processes that
are more in line with traditional procurement, and not
specific to PPP procurement mode.
 No clear framework to treat unsolicited bids.
 Current process for identifying, preparing, tendering,
evaluating, and completing PPP projects is unclear,
lengthy and cumbersome.
 Public private dialogue is adhoc and considered
ineffective by the private sector
Source: World Bank (2010)

Strong
investment
climate:
Mauritius’ strong investment climate, with
peace and stability and proven record of
socio-economic success gives it a
competitive edge globally and regionally.
The 2012 Index of Economic Freedom
which evaluates countries in four broad
areas of economic freedom: rule of law,
regulatory efficiency, limited government,
and open markets ranked Mauritius’s
economy as the eighth in the world, and first
in Africa. A number of investor incentive
schemes are underway to attract and retain
investment including (i) 10-year Permanent
Residence Permit for a business activity that
generates an annual turnover exceeding
MUR15mn during its first three years and
(ii) An Integrated Resorts Scheme (IRS) for
high net worth non-citizens desiring to
acquire an immoveable property of not less
than US$500,000 for personal residence.
44.

41.
Need to enhance social service
delivery and public sector efficiency: The
comprehensive social security system in
Mauritius is becoming unaffordable and
needs reform to improve efficiency,
transparency and service delivery. The IMF
in 2012 found that social insurance payment
scheme exceeded 4% of GDP in 2011 with
over 1.3% of GDP as basic retirement
payment scheme. However, over 40% of the
basic retirement went to the richest 20%.
While the government in 2011 adopted a
Social Register to improve beneficiary
targeting, untargeted subsidies on LPG, rice
and flour continue and are projected at 0.4%
of GDP in 2013. Achievement of full cost
recovery in the water sector remains slow as
12

Strong
Public
Financial
Management (PFM) and Procurement
Systems: The PFM system is relatively well
performing and the fiduciary risk is deemed
low. A Bank assessment of the systems in
2013 concludes that the use of national
systems is justified and program based
operations will continue to be channeled
through the public spending systems, while
keeping track of the ongoing reforms. A
Procurement Risk Assessment also found
that the national procurement procedures for
NCB contracts are generally consistent with
the Bank’s rules and procedures and
international best practices (Annex 6).

no withholding tax on dividends and no tax
on capital gains. The SEM is able to list,
trade and settle equity products in US
Dollars. This aims at moving up the valuechain of the products traded on the SEM
platform and positioning the SEM as a
center for regional and global capital.

45.

World class tourism industry:
Buoyed by natural magnificence, a bilingual population, cultural diversity and
peace and stability, Mauritius has
established itself as a high end tourism
destination. In spite of a decline in its
ranking on the Global Travel and Tourism
Competitiveness
index
(which
the
Government is committed to addressing),
the country’s prioritization of the industry
remains high (ranked 3rd out of 140
economies).
47.

46.
Strong financial sector: The 2013-14
GCR gives Mauritius a global rank of 26 out
of 144 economies up from 35 a year ago
putting the country second in Sub Saharan
Africa behind South Africa (3). Mauritius is
positioning its financial sector as a regional
hub. It sees its financial sector as playing a
crucial role in accompanying its growing
investments on the continent. Banks are well
capitalized, with 15% of Regulatory Tier I
capital to risk-weighted assets well above
the proposed Basel III requirements. They
are profitable with 20% return on equity,
despite low leverage ratios. Non-performing
loans (NPL) have increased slightly to 3.7%
but they remain low. The Stock Exchange of
Mauritius Ltd (SEM) is one of the leading
Exchanges in Africa and a member of the
World Federation of Exchanges (WFE). It
operates two markets: the Official Market
(42 companies listed with a market
capitalization of US$ 5.7 billion (49.6% of
GDP) as at 30 April 2013) and the
Development Enterprise Market (DEM)
designed for small and medium enterprises.
47 companies are listed on the DEM with a
market capitalization of nearly US$ 1.4
billion. Foreign investments represent 25–
35% of trading activities and benefit from
numerous incentives. Revenue on sale of
shares can be freely repatriated and there are

48.
Strategic geographical positioning.
Bridging Asia and Africa and benefiting
from its numerous tax treaties, Mauritius is
well positioned to provide an investment
gateway into the growing African market.
The membership of Mauritius in the SADC,
COMESA and the EAC Tripartite offers an
opportunity to Asian investors for
preferential access to 26 countries with a
combined market of 527 million consumers.
The private sector in Mauritius is already
active on the continent with over 60
companies investing in 25 countries across
Africa. The GoM through the publicly
owned Regional Development Corporation
has also leased about 2,456 Ha of land in
Mozambique for the development of food
security and renewable energy investment
projects. Furthermore, Mauritius has
strengthened its efforts to position itself as a
regional knowledge hub with the
establishment of (i) the Regional Multidisciplinary Centre of Excellence in
partnership with COMESA (ii) the IMF
Afritac South and (iii) the IMF Africa
Regional Training Centre. Under its Africa
13

Strategy the country seeks to share
experience on governance and development,
and acting as a catalyst for investment and
regional economic integration. In 2012 it
opened up visa requirements for nationals of
an additional 29 countries from Africa. It
also launched a scholarship program for 50
deserving African students.

development partners is dominated by
policy based lending and technical
assistance operations. Project lending
operations are few and suffer largely from
slow disbursements. Coordination among
the key resident development partners
(AfDB, World Bank, Agence Française de
Développement (AFD) and EU) centers on
budget support reforms. The UNDP
provides technical assistance. Sector
working groups are absent although efforts
are underway to establish them in the water
and education sectors to facilitate reforms.

49.
Potential for developing the ocean
economy: The draft ESTP positions the
country to explore opportunities for
developing the ocean economy17. Mauritius
has one of the largest Exclusive Economic
Zones in the world estimated at 1.96 million
km2. Recent findings through the Mauritius
Research
Council
(MRC)18
have
demonstrated a strong potential for
commercial seaweed culture, pearl culture
and aquaculture. Besides known potential of
the ocean economy, through maritime
transport and ICT, deepening research in
this area paves the way for positioning the
country’s
competitiveness
based on
innovation in areas such as deep sea water
exploitation,
bio-pharmacy,
renewable
energy and cosmetics.

51.
Net Official Development Assistance
(ODA) to Mauritius at US$192mn in 2011
represented only 1.7% of GDP (Annex 8). A
record US$0.7bn budget support to help
GoM respond to the global crisis positioned
the Bank as the largest partner in Mauritius
with an on-going portfolio of an estimated
US$722mn as at end 2012. The EU with an
estimated US$340.63mn in grants is second
followed by AFD at US$249mn and the
World Bank at US$82mn (Annex 3).
2.3.2 The Bank Group Positioning
52.
Country Resources: As a low risk
upper MIC, the Bank’s sustainable lending
limit for Mauritius accommodates the
proposed CSP lending program which is
currently estimated at UA287mn.

2.3
Aid Coordination and Bank Group
Positioning in Mauritius
2.3.1 Recent Developments in Aid
Coordination:
50.
Like most MICs, the GoM enjoys a
strong leadership and ownership of its
development program. The Ministry of
Finance and Economic Development plays
an active role in aid coordination although in
an unstructured format. Country presence of
development partners, (both in terms of
number of offices and amount of
development assistance) has increased since
2008 but remains modest (Annexes 3, 8).
The public sector portfolio for key

Portfolio Overview and performance:
53.
The CPSE (budget support) Loan
(Annex 6) dominates Mauritius’ active
portfolio, accounting for 99.74% of the total
net commitment as at end April 2013. Four
MIC Grants in the transport and governance
sectors represent the remaining 0.26%. The
Portfolio performance is satisfactory at an
average overall score of 2.54 out of 3, a
slight decline from 2.56 in 2011. However,
the satisfactory performance obscures some
important challenges. The four MIC Grants
with a total commitment of UA1.6mn and
ranging in age from 2 to 5.5 years are slow
disbursing with rates ranging from 3.8% to

17

Piracy in Mauritius waters has been absent so far.
MRC collaborates with the Mauritius Oceanography Institute (MOI) and
the Ministry of Fisheries (MOF)
18
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67%. Two have already been extended more
than twice. The main source of
implementation delays are difficulties in
identifying
experienced
individual
international consultants compounded by
weak project designs and communication
delays between the Bank and GoM. This
combined with inadequate knowledge about
Bank
fiduciary
requirements
slows
disbursements. The CPSE loan has been
equally slow disbursing19. Better than
expected fiscal revenues reduced the need to
fully drawdown during 2009-2012. The loan
has since been extended to 2014, a revised
disbursement schedule has been agreed and
commitment charges have been introduced.
The disbursement rate has since increased
from 28.3% at end 2012 to 44.5% at end
June 2013 as the GoM started drawing down
to finance its infrastructure program.
Customized presence is contributing to
portfolio improvements (Box 4).

lending operations took off, due to the size
of the approved operation20 the use of the
exposure limit was high at 77% of the
UA604mn compared to 27% of the
programmed UA150mn in the previous
CSP. Although disbursement at 44.5% was
slow as at end June 2013, the disbursed
flows (about UA198mn) during the period
(2009-June 2013) is 5 times the total
cumulative disbursement flows for period
2004-2008. The report concluded that the
Bank’s strategic orientation in Mauritius
was appropriate although the absence of
direct private sector lending, and low
disbursement rates reduced the Bank’s
leveraging
potential
and
portfolio
performance respectively. Nonetheless
results show that the Bank’s timely support
to the budget created fiscal space for the
GoM to respond to the global economic
slowdown. It also facilitated policy reform
in the area of PFM, business environment
and trade facilitation. This CSP takes into
account key lessons as summarized in Box 5
and detailed in Annex 4.

BOX 4: BANK PRESENCE IN MAURITIUS
The Bank’s customized presence in Mauritius has
delivered notable results since establishment in 2012.
Joint country dialogue and supervision missions
coordinated by the office reinforced the ‘one Bank
approach’ allowing collaborative organization with the
sector departments of the fiduciary compliance clinic
and the business opportunities seminar. The missions
provided multi-disciplinary skills mix and helped reduce
transaction costs for the GoM and the Bank. Enhanced
engagement with the private sector helped the Bank
negotiate the first direct private sector lending in
Mauritius since 2001 with two potential approvals
foreseen in 2013 or 2014. Close monitoring by the
office contributed to portfolio improvement. The GoM
acknowledge that with the Infrastructure Specialist in
Mauritius, the Bank is responding to the priority needs
of the country. In line with the spirit of customized
presence, the Country Economist will join a pool of
regional experts in SARC, available to provide crucial
backstopping
for thefrom
Liaisonthe
Office
as the need CSP:
arises
2.4
Lessons
2009-2013

BOX 5: KEY LESSONS FOR THE CSP’S
STRATEGIC THRUST
The CSP is designed to respond to Mauritius’
peculiarity as an upper MIC and island economy based
on lessons learned. Given a strong credit rating,
relatively strong tax revenue performance, a strong
domestic financial sector, good relations with
development partners and conservative borrowing
limits, lending space in the public sector is narrow. The
biggest need in the public sector is technical and
advisory services to support Government undertake
reforms, inform investment decisions, prepare projects
and build capacity. As an ambitious client with low
fiduciary risk and relative ease of access to development
financing, the Bank’s comparative advantage in
Mauritius lies in providing predictable, flexible and fast
disbursing financing complemented by grants. Program
Based Operations (PBO) and MIC Grants therefore
provide an appropriate mix of instruments to support the
GoM agenda while developing a robust pipeline. The
thriving business environment presents an opportunity
to leverage private financing for public sector
investments. Furthermore, as a small island economic
integration for trade and investment will remain crucial.

54.
The CSP Completion Report found
that Mauritius’ use of its credit exposure
limit improved during 2009-2013 CSP.
Although only 1 out of 4 programmed
19

During the period the WB extended US$150mn and AFD Euro120mn in
budget support. WB fully disbursed while AFD disbursed EURO45mn and
cancelled the balance.

20

The Competitiveness and Public Sector Efficiency Program (CPSE)
budget support loan
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54.
Client
feedback:
The
GoM
acknowledges the important role the Bank is
playing in Mauritius. In particular the
Bank’s approval to extend the CPSE Loan
and providing an Infrastructure Investment
Specialist to play an advisory role on PPPs
is a timely support to the Government’s
US$10bn infrastructure program. There is
need to expeditiously implement the agreed
action plan to accelerate disbursements of
MIC Grants21. The Bank needs to deepen its
technical advisory role while facilitating
private sector investment in infrastructure
and skills and technology development. The
draft ESTP and the PBB provides an
appropriate strategic framework to which
the Bank’s CSP should align.

2015 Private Sector Development Strategy
and the Regional Integration Strategy Paper
(RISP) for Southern Africa 2011-2015, this
CSP seeks to catalyze private investments to
support sustainable high growth rates and
job creation in Mauritius and the region. It
focuses on interventions that promote
‘green’ and ‘inclusive’ growth. To remain
relevant in Mauritius and for results, the
CSP shall be guided by the following
principles:

III

 Flexibility: The Bank adopts a flexible
CSP program within its strategic pillars to
seize emerging opportunities in the private
sector and efficiently respond to the
evolving needs of Mauritius.

 Private sector participation: The focus
will be on the private sector as the engine
for growth and job creation. Support will
center on advancing PPPs, direct lending
to private sector.

BANK GROUP STRATEGY

3.1 Rationale for Bank Intervention
55.
Mauritius is a Regional Member
Country (RMC) of strategic importance to
the Bank and the continent. The country’s
outstanding performance and socioeconomic success has a potential of creating
a positive spill-over effect on the mainland
with the Bank playing a crucial catalytic
role. Its ambitious agenda to move into a
HIC status by 2025 and the GoM’s request
for Bank support is an opportunity to
demonstrate relevance, value addition and
draw lessons for the region. With its
competiveness based on trade preferences
diminishing, Mauritius will need timely
support to take the country back on a high
growth path.

 Fast disbursing instruments: Remaining
open to project based lending; this CSP
will pursue a PBO financing modality in
the public sector to give GoM spending
flexibility while supporting reforms.
 Technical and Knowledge Advisory
Services: The strategy deepens the Bank’s
technical and knowledge advisory role in
Mauritius. This will aim at building public
sector
capacity,
preparing
project
readiness while identifying lending
opportunities. While cognizant of the
GoM’s view that analytical work on ‘what
needs to be done’ is already available, the
Bank will undertake value adding
analytical work on ‘green’ growth and
adaptive learning to inform policy and
investments, thereby helping to set the
basis for future lending.

57.
Based on lessons learned (Annex 4),
the strategic orientation is designed in an
innovative manner to make the Bank the
partner of choice in Mauritius. In line with
the Bank Strategy 2013-2022, the 201121

The Bank conducted an in-depth assessment of the underlying causes of
slow disbursements for MIC Grants in June 2013. Outcomes summarized in
Annex 5 will inform the design of new MIC Grants
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 Selectivity and Complementarity: The
Bank will selectively focus on areas where
it has comparative advantage. It will
strengthen collaboration with other
development partners to pursue joint
interventions while ensuring that plans to
establish a sector working group to
coordinate reforms and investments in the
water sector are achieved. The presence of
the Infrastructure Investment Specialist is
an opportunity to coordinate other
development partners on PPPs. Efforts in
this area will be to establish a more
structured dialogue with the Government.

complementary pillars namely (i) Building
Infrastructure and PPPs and (ii) Deepening
Skills and Technology Development. The
strategic choice of the two pillars has been
informed by the following key factors (i)
Infrastructure and Skills and Technology
address Mauritius’ key structural bottlenecks
and already enjoy Government policy
commitment and financing (ii) The Bank’s
solid experience in the two focus areas
brings value addition to complement other
partners’ focus areas (iii) GoM specifically
requested Bank support in the two areas
3.2.2 Pillar 1: Building Infrastructure
and PPPs:

 One Bank and visibility: Consolidate the
one Bank approach through annual joint
missions to Mauritius to allow strategic
review of the flexible lending program,
closely supervise on-going operations and
organize publicity events for visibility.

60.
This pillar will support actions and
policy reforms to address bottlenecks in the
Energy, Transport and Water and Sanitation
infrastructure. The objective will be to
support Mauritius improve the quality and
capacity of infrastructure to attract higher
value-added investments into the country,
enhance the domestic private sector’s
capacity to operate in the regional market
and improve public sector delivery. Under
this pillar, the Bank’s Infrastructure
Investment Specialist will be resident in
Mauritius to provide technical advisory
services and strengthen the GoM’s capacity
to structure PPPs in coordination with other
development partners and with support from
the Bank’s Southern Africa Regional
Resource Centre (SARC). Support to PPPs
aims at crowding in private sector
investment
to
co-finance
public
infrastructure in line with the GoM’s
medium term fiscal consolidation objectives.
Pillar 1 will be a pathway for promoting
gradual transition to ‘green’ growth by
supporting GoM enhance resource use
efficiency in the utilities sector, achieve
policy clarity on the share of renewable
energy in the national production mix, and
reduce underground water pollution. It will

58.
Stakeholder
Consultation:
The
CSP’s strategic choices are the result of
extensive consultation with the GoM and
other stakeholders including the private
sector, civil society and development
partners in Mauritius. Informed by joint
country missions in 2012 and the CSP
Mission of May 2013, consultations allowed
alignment of the CSP to the Government
priorities. It is also informed by findings of
the IOC Flagship report of 2012.
3.2
Strategic Objectives, Pillars and
Deliverables
59.
The objective of this CSP is to help
Mauritius build its competitiveness and
resilience to exogenous shocks to enhance
the quality of growth and accelerate the
country’s transition into a HIC. Both the
choice of instruments and the proposed
intervention areas strategically position the
Bank to support Mauritius in achieving
inclusive and ‘greener’ growth. The CSP
will support interventions under two
17

support inclusive growth through the
expansion of water services to poor and
marginalized areas, especially in Rodrigues
and Black River.
Capacity building
interventions will also support efficient
delivery of public sector investment and
services. Analytical work will inform green
infrastructure investment options including a
multi-modal climate resilient mass transport
solutions and spatial planning capacities.

framework is mostly derived from the 3 year
rolling PBB framework allowing alignment
of the CSP expected outcomes to GoM’s
spending priorities. Results at outcome level
will be monitored through the Bank’s
statistical department22 in collaboration with
(i) Statistics Mauritius (ii) Bank of Mauritius
and (iii) Financial Services Commission.
Tracking of outputs will be done through the
project implementation entities in liaison
with the task managers. A CSP Mid Term
Review in 2016 will review progress.

3.2.3 Pillar 2: Deepening Skills and
Technology Development:
61.
This pillar will support actions and
policy reforms that will contribute to
improving the quality of primary education
and the relevance and access to TVET and
tertiary education. The objective will be to
help Mauritius address the skills mismatch
and enhance the country’s productivity and
innovation capacity. Support will focus on
(i) improving quality and efficiency in
primary education, the main cause of
attrition and the source of the rising pool of
unskilled youth (ii) enhancing relevance and
access to TVET and tertiary education to
address skills shortages in science and
technology, ICT and other emerging sectors
and (iii) bolstering research and innovation
capacity. The Bank will also use this pillar
as a platform to facilitate skills and
technology transfer to the mainland in areas
where the country already enjoys
competitive advantage such as financial
services and governance. Interventions will
include investments in Mauritius financial
intermediaries targeting Africa and support
to the Regional Multidisciplinary Centre of
Excellence to train policymakers in the
region to improve trade and business
regulatory environment.

3.3
Deliverables and Targets:
3.3.1 Pillar 1: Building Infrastructure
and PPPs:
63.
The Bank’s support to infrastructure
development, through the PBO intervention,
will focus on reforms towards delivering
results in three key sectors - namely energy,
transport and water and sanitation. The PBO
dialogue will be carried out in close
coordination with the WB, AFD and EU,
and the operation will contribute to
achieving the following: (i) Increased
participation of the private sector in public
infrastructure investments (ii) efficient
delivery of public infrastructure investment
(iii) resource use efficiency, competitiveness
and security of the public utilities (iv)
increased water access to geographically
deprived areas such as Rodrigues and Black
River, and (v) gender responsive budgeting
in the Ministry of Public Infrastructure.
64.
In line with the GoM request,
technical and knowledge advisory services
through the Infrastructure Investment
Specialist and complementary technical
assistance services sourced from the market
will support achievement of the following
results: (a) Construction of a100 MW Coal
power plant operated with minimal
environmental impact and operated by the

3.2.4 Monitoring and Evaluation:
62.
The CSP Results Framework
(Annex1) provides the arrangement for
monitoring progress. The CSP results

22

This will benefit from the on-going MIC Grant supporting
capacity building for infrastructure statistics
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private sector (b) Closure of at least one
additional transaction under the Road
Decongestion Program (c) Affermage
contract signed for the water network (d)
building capacity to address non-revenue
water and implement waste water master
plan and (e) achieve policy clarity on the
share of renewable energy in the national
production mix.

outcomes among disadvantaged pupils. (ii)
Assess the framework and infrastructure for
on-line learning at the University of
Technology Mauritius to pilot and or expand
identified on-line courses and support
Mauritius Institute of Training and
Development (MITD) implement its
business plan to strengthen linkages between
skills development and market needs.

65.
Bank intervention under this pillar
should lead to increased private sector
financing and the following outcomes:
Energy sector- increased power supply.
Transport Sector - reduced road transport
congestion Water and sanitation sector- (i)
Reduced unaccounted for water and (ii)
increased water and sanitation facilities.

68.
Under this pillar Bank support will
also facilitate skills and technology transfer
by providing financing to Mauritius
commercial banks and private equity funds
based in Mauritius for cross-border
investments into Africa23. Further support
to the Regional Multidisciplinary Centre of
Excellence will aim at facilitating training to
regional policy makers to design and
implement trade and business environment
reforms.

3.3.2 Pillar 2: Deepening Skills and
Technology Development:
66.
The Bank’s support through PBO
policy dialogue aims to achieve results in
the following reform areas (i) Increased
participation of the private sector in
education service delivery and research (ii)
Reforms in pedagogy, curricula, assessment
and certification in primary education (iii)
Review and development of relevant courses
in Tertiary and TVET to meet market
demand (iv) Retraining and placement of
laid off youth and workers.

69.
Bank intervention under this pillar
should lead to increased private sector
financing, reduced skills mismatch and the
following outcomes: (i) Increased transition
to secondary school (ii) Increased
employability of tertiary and TVET
graduates (iii) Increased employability of
laid-off youth and women (iv) Increased
access to tertiary education (v) Increased
research and innovation and (vi) Increased
cross border investments and skills transfer
from Mauritius to mainland Africa.

67.
Technical and knowledge advisory
services through the MIC Grant facility will
focus on achieving the following results: (i)
Catalyze private financing for educational
technology to transform 23 pilot Zones
Education Prioritaire (ZEP) schools
representing 76.7% of failing schools in
Mauritius based on the experience of ESSA
Foundation in the UK. This will aim at
enhancing dialogue with the private sector to
tap into the CSR fund to improve learning

3.3.2

Analytical Work:

70.
Designed to address knowledge gap
in the strategic area of intervention,
analytical work will serve to inform policy
dialogue and provide green and inclusive
investment options to the GoM. It
strategically positions the Bank for
23

The 2013-2014 GCR consider cross border investments as one
of the key conduits for skills and technology transfer

19

increased investment support to Mauritius.
The following will be key analytical work
(i) diagnostic to inform multi-modal, climate
resilient transport solutions (ii) Spatial
analysis of land use systems and potential
environmental threats and (iii) baseline
study on e-education and adaptive learning.

the CPIP update (v) Progress on the ESTP
(vi) The flexible CSP program to determine
continued relevance of the identified
interventions and emerging needs (vii)
Coordination with other development
partners to support government reforms and
explore co-financing opportunities.

3.4
Risks and Mitigation Measures
71. The Bank foresees a number of risks
(Box 6) that could impact on the efficient
delivery of the CSP program.

IV

CONCLUSION AND
RECOMMENDATIONS
73.
Mauritius’ ambitious agenda to
transform into a High Income Country
(HIC) by 2025 calls for a new growth model
that relies on enhancing productivity and
innovation. The GoM is well aware of the
underlying challenges ahead and has
requested for Bank support to make this
happen. Against a backdrop of the country’s
strong track record of reform the Bank’s mix
of rapid disbursing instruments provides
Mauritius with innovative and timely
support. Focusing on private sector as the
engine for growth while supporting reforms,
the Bank’s technical and knowledge
advisory services places the Bank at the
center of the country dialogue and positions
it as a partner of choice in future
investments in Mauritius.

BOX 6: RISKS AND MITIGATION MEASURES
 A slower than expected recovery of the Euro zone
may lead to further deterioration in the current
account balance and slowdown growth. The Bank’s
budget support should contribute to short term fiscal
measures to support growth
 Risks derived from weak capacity in the public sector
to implement and monitor investment operations: the
Bank’s Infrastructure Investment Specialist and MIC
capacity building grants will support the GoM.
 A slowdown in reforms as the 2015 General elections
draw near: the Bank in collaboration with other
development partners to continue policy dialogue
while deepening technical and knowledge work in
preparation for investments post 2015
 The Government may not borrow during the CSP
period: the Bank to champion a renewed engagement
with the private sector, while maintaining a more
flexible pipeline to respond to evolving needs.
 The PPP framework not mobilizing significant levels
of private sector financing for infrastructure: The
Bank in collaboration with GoM to facilitate onlending facilities to the private sector.

74.
This CSP adopts a flexible lending
program within the approved strategic
pillars to respond to evolving needs and
seize emerging opportunities in the private
sector as the GoM consolidates reforms.
Joint annual Bank missions to Mauritius will
progressively update the CSP program.

3.5
Country Dialogue Issues
72.
The presence of the Infrastructure
Investment Specialist in Mauritius is a
window of opportunity to deepen the Bank’s
engagement with the private sector and
consolidate country dialogue. With support
from the Bank Group’s Southern Africa
Regional Resource Centre (SARC), key
issues for dialogue during the CSP period
will focus on (i) Bolstering PPPs and private
sector lending (ii) Options and policies for
investing
in
green
and
inclusive
infrastructure (iii) Developing skills and
innovation (iv) Portfolio performance and

75.
The Board is invited to give due
consideration and approval of this Country
Strategy Paper for Mauritius for the period
2014-2018.
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ANNEX 1: 2014-2018 CSP RESULTS FRAMEWORK
1
Government Strategic
Objectives24

Enhance competitiveness for
increased investment and
sustainable development







Enhance energy security
Improve quality of landbased transport network
and reduce costs of traffic
congestion
Enhance water security
Reduce pollution
resilience to
weather/climate and natural
hazards

2
Constraints to
Achieving the
Desired Outcomes

6
5
Mid Term Output
Midterm
(2016)
Outcome
(2016)
PILLAR I: INVESTING IN INFRASTRUCTURE AND PUBLIC PRIVATE PARTNERSHIPS (PPPs)

Power supply-demand
gap hampering
sustainable economic
growth.

3
Final Outcomes (2018)

Increased supply of
electricity, including
electricity generated using
renewable energy
Indicator25:
Electricity supply increased
from [430] MW in 2012 to
[525] MW in 2018

4
Final Outputs
(2018)

New power
generation unit
completed and
operational (see
subsequent sub
pillar)
Energy efficiency
plan implemented

Improve Infrastructure
Increased supply of
electricity, including
electricity generated
using renewable energy,
Indicator:
Electricity supply
increased from [430] MW
in2012 to [492] MW in
2016

Indicator:
Additional 100MW
generation from unit

New power generation unit is
bided out successfully (see
subsequent sub pillar)
Energy efficiency plan adopted
Indicator:
Financing agreement for power
generation unit signed
Energy Investment Plan review
completed and policy targets on
renewable energy rationalized

7
Bank Group Interventions during 20142018 CSP (proposed and ongoing)

CPSE Budget support (on-going)
Infrastructure PBO (UA100mn) new, with
dialogue focused on green and inclusive
energy, water & cost effective mass
transport systems.
MIC Grant to support government review its
strategic investment plan for its national
energy production mix to recommend policy
targets for optimal production of each
energy source including renewable energy
(UA 1.2 million + complementary
financing)

Energy Investment
Plan review including
revised policy targets
on renewable energy
under implementation
Dilapidated water
infrastructure,
inadequate sewerage
facilities.
Unsustainability of
sector investments
given weak financial
and operational
performance.
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Increased access to potable
water supply and sewerage
facilities
Indicator:
Reduce non-revenue water
from 50 % in 2013 to 45 % in
2018

Sector reform plan
implemented

Increased access to sewerage
facilities from 25%of the
total population of Mauritius
by 2018.

Structural reforms
implemented

Indicator:
New institutional and
regulatory framework
implemented

Increased access to
potable water supply and
sewerage facilities
Indicator:
Reduce non-revenue water
from 50 % in 2013 to
45%% in 2016
Increased access to
sewerage facilities to 34 %
of the total population of
Mauritius by 2016

Sector reform plan adopted.

Infrastructure PBO (UA100mn)-same as
above

Indicator:
Reform plan addressing
institutional and regulatory
weaknesses, sector financial
sustainability and operational
inefficiencies adopted.

MIC Grant (UA1.0mn) to support
formulation and operationalization of water
sector reforms, including the assessment of
the opportunity for private sector
participation.

Sources: (GoM) Draft Economic and Social Transformation Plan GoM (2013) GoM (1997) The Vision 2020: Long-Term Perspective Study (1997);
Infrastructure outcome indicator sourced from GoM (2013) Program Based Budget (PBB) and Public Sector Investment Plan 2013-2017
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Other ad-hoc advisory services (dam
expertise, non-revenue water, waste water
management).

1
Government Strategic
Objectives

2
Constraints to Achieving
the Desired Outcomes

3
Final Outcomes (2018)

4
Final Outputs
(2018)

6
5
Mid Term Output
Midterm
(2016)
Outcome
(2016)
PILLAR I: DEVELOPING INFRASTRUCTURE AND PUBLIC PRIVATE PARTNERSHIPS (PPPs)

Vulnerability to climate
variability and change,
exacerbated by
environmental degradation

Integrated spatial planning
capacities in place and
utilized across sectors

Coordination framework for
environmental and climate
initiatives elaborated

Institutional coordination on
spatial planning strengthened
and harmonized

Road Decongestion
Program completed.
Indicator:
Travel time in Port LouisCurepipe corridor reduced by
50%

Multi-modal climate resilient
road transport investment
based on study report

Road Decongestion Program
underway.
Indicator:
Travel time in Port LouisCurepipe reduced by 25%

7
Bank Group Interventions
during 2014-2018 CSP
(proposed and ongoing)

Improve Infrastructure

Limited road transport
network causing traffic
congestion

Increased use of Public
Private
Partnerships
(PPPs) in public sector
investment and services

Selected transport projects
completed
Indicator:
Rate of advancement in
implementation of RDP and mass
transit system project

Spatial analysis of land-use
systems and potential
environmental threats study
report
Multi-modal, climate
resilient transport solutions
study report

Infrastructure PBO
(UA100mn)-same as above
MIC Grant for informing
multi-modal, climate resilient
transport solutions and
strengthening spatial planning
capacities (UA0.8mn)

Selected transport projects
Indicator:
Rate of advancement in
implementation of RDP and
mass transit system project

Build Public Private Partnerships (PPPs) for efficient delivery of public investments and services
Weak public sector
capacity to plan, structure
and procure infrastructure
investments involving
private sector participation.

Increased volume and
quality of PPP transactions
Indicator:
Volume of private sector
investment in infrastructure
PPPs is increased (level TBD)
across diverse sectors.

Increased private sector
participation in Infrastructure
Indicator:
New 100 MW coal power plant
(or alternative) minimizing
environmental impact is
constructed and operated by
private sector.
RDP transaction closed with
private sponsor.
Affermage contract is signed for
water network.
PPPs in other sectors are
identified, structured and bided
out successfully

Increased volume and quality
of PPP transactions
Indicator:
PPP infrastructure pipeline is
strengthened across sectors.
PPP Unit institutionalizes tools
necessary to assess risk sharing
between public and private
parties, affordability and value
for money

Private sector is engaged for
participation in transport,
energy and water sectors
(EoI signed, RFI and/or
RFP launched).
Indicator:
Financial closure is reached
on new 100 MW coal power
project (or alternative)
minimizing environmental
impact.
% of projects submitted to
PPC and approved for
inclusion in PSIP (only 30%
in 2012)

Chief Infrastructure Specialist
advisory services – based in
Mauritius (on-going)
Infrastructure PBO
(UA100mn) to fund public
sector participation in PPPs.
MIC Grant to enhance
infrastructure investment
through PPPs (capacity
building, improvement to the
institutional set-up and to the
operational and procurement
processes (UA1.2mn).
SCB MIC Grant for public
infrastructure monitoring
(UA0.49mn) on-going.
Possible non-sovereign
investments
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1
Government Strategic
Objectives

Develop
a
high-quality
education
system
that
provides the relevant skills
and enhances innovation and
productivity for the economy.

2
Constraints to Achieving the
Desired Outcomes

3
Final Outcomes (2018)

6
7
5
Mid Term Output
Bank Group Interventions
Midterm
(2016)
during 2014-2018 CSP
Outcome
(proposed and ongoing)
(2016)
PILLAR II – DEEPENING SKILLS AND TECHNOLOGY DEVELOPMENT
Enhancing the quality and relevance of the education system and improving learning outcomes for skills development

Rigidity of curriculum and
pedagogical methods and
absence of means to unlock
creativity and non-academic
talents

Increased transition to
secondary education.

Relatively high percentage
of pupils failing
and/or repeating the CPE
and an alarming attrition
rate of young children
turning out to be barely
numerate and literate.

Indicator:
Transition of pupils from
primary to general secondary
education increased by 30%.

Insufficient evolution of
teaching methods including
full exploitation of the ICT
revolution.
Lack of flexibility in schools
to cater for students with
different learning needs.
Rising unemployment
especially among youth and
women.
Mismatch between demand
and supply of labour.

4
Final Outputs
(2018)

Curricula, assessment and
certification of primary
education reformed

Improved learning outcomes in
primary schools

Improved education service
delivery in primary schools
Indicator:
Newly approved CPE
implemented and used in
new examinations.

Number of schools with more
than 20% failure rate is reduced
to 65 % in 2018 from 72% in
2012.

Continuous assessment
integrated in the system by
2016.

Increased transition to
secondary education.
Improved learning outcomes
in primary schools
Indicator:
Transition of pupils from
primary to general secondary
education increased by 15%.
Number of schools with more
than 20% failure rate is reduced
to 69% in 2016 from 72% in
2012.

ZEP schools have flexibility
in pedagogy, curriculum
management and budget

Increased employability
laid-off youth and women

of

Indicator:
98 % of tertiary graduates
employed within one year of
graduation from 91.1% in 2010
(Tracer Studies)
Employment rate of TVET
graduates within 6 months of
completion increased from 60%
in 2011 to 80% in 2018.
Placement of laid-off workers
seeking employment increase
from 28% in 2011 to 60%.

Relevant Skills pool in
Tertiary
and
TVET
qualifications developed to
meet market demand
Indicator:
Curriculum reform for
identified programs including
ICT, science and technology
in tertiary and TVET sectors.
Credit Accumulation and
Transfer system as part of the
National Qualifications
Framework for TVET sector
established
Monitoring
scheme
reskilling and placement of laid
off
workers
under
implementation
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Improved education service
delivery in primary schools
Indicator
Revised
Certificate
of
Primary Education (CPE)
examination and certification
approved by Cabinet.
Model
for
continuous
assessment developed and
approved.
PPP arrangement for ZEP
schools established.
60% of ZEP teachers and
teaching personnel trained

90% of ZEP teachers and
teaching personnel trained
Increased employability of
tertiary and TVET graduates.

Curricula, assessment and
certification of primary
education reformed

Increased employability of
tertiary and TVET graduates.
Increased employability
laid-off youth and women

of

Indicator:
95 % tertiary graduates
employed within one year of
graduation from 91.1% in 2010
(Tracer Studies)
Employment rate of TVET
graduates within 6 months of
completion increased from 60%
in 2011 to 70% in 2016.
Placement of laid-off workers
seeking employment increase
from 28% in 2011 to 50%.

Relevant Skills pool in
Tertiary
and
TVET
qualifications developed to
meet market demand
Indicator:
Workforce planning and
projection aligned to meet
market demand for ICT,
Science and technology.
Review by Program Planning
Committees for
existing
tertiary and TVET programs.
Updated List of Indicative
Priority Fields of Study for
tertiary/TVET education.
Develop a monitoring scheme
for re-skilling and placement
of laid off workers

Sector Budget Support:
UA79million
MIC Grant (UA1.2mn) to build
PPP
between
ESSA
Foundation, GoM, ADB and
CSR foundations and use
education technology to turn
around
failing
schools.
AFDB/ESSA foundation to run
6
pilot
Zones Education
Prioritaire (ZEP) schools
representing 20% of failing
schools in Mauritius based on
experience
in
the
UK,
Denmark and the USA.
Diagnostic on e- education and
adaptive learning

Sector Budget Support:
UA79mn

1
Government Strategic
Objectives

2
Constraints to Achieving
the Desired Outcomes

3
Final Outcomes (2018)

4
Final Outputs
(2018)

6
Mid Term Output
(2016)

5
Midterm
Outcome
(2016)

7
Bank Group Interventions
during 2014-2018 CSP
(proposed and ongoing)

PILLAR II – DEEPEN SKILLS AND TECHNOLOGY DEVELOPMENT
Developing
Mauritius
into a Knowledge Hub
and Centre for Higher
Learning in the region

Fostering Research and innovation towards a knowledge economy
Low access to tertiary
education –large gap
between secondary and
tertiary enrollment
Absence of research and
innovation strategy
Weak
collaboration
between public and private
sectors on research and
development.

Widened access to tertiary
education
Increased research and
innovation and private sector
participation.
Indicator:
GTER increased to 65% in
2018 from 54.8% in 2012
The ratio of Gross expenditure
on R&D (GERD) to Gross
Domestic Product (GDP)
increased to 2% from 0.4% in
2005

Increased private investment
in
tertiary
educational
services.
Increase number of Tertiary
and TVET on-line courses
Indicators:
Additional 2 foreign higher
education institutions of world
repute established in Mauritius
priority courses including online
Research and Innovation
Strategy under implementation

Widened access to tertiary
education
Increased research and
innovation.
Indicator
GTER increased to 60% in
2016 from 54.8% in 2012
The ratio of Gross expenditure
on R&D (GERD) to Gross
Domestic Product (GDP)
increased to 1.5% from 0.4% in
2005.

private
tertiary
and

Increase
number
of
Tertiary and TVET on-line
courses
Indicator:
At least 2 foreign higher
education
institutions of
world repute established in
Mauritius offering priority
courses including on-line.

Sector Budget Support:
UA79 million
MIC Grant to provide TA to
assess framework and
infrastructure for on-line
learning to University of
Technology Mauritius
pilot/expand on-line courses
and support to MITD to
implement business plan
linking skills development and
market needs (UA1.2mn)

Strategy on research and
Innovation approved.

Revised Mauritius Research
Council legal framework
under implementation

Make Mauritius the
preferred business and
financial center to serve
Africa as a platform for
high value added exports
to the region.

Increased
investment
in
education/TVET
research.

Identified on-line courses
under University Technology
Mauritius implemented

Mauritius Research Council
legal framework reviewed to
drive research and establish a
framework for private sector
participation

MITD business plan
implemented

Framework and infrastructure
for on-line learning assessed

Facilitating Skills and Technology Transfer to the Region
Insufficient medium to
long-term financing to
support SMEs in the region

Increased cross border
investments and skills transfer
into Africa

High
investment
region.

Indicator:
Share of FDI from Mauritius to
Africa increase from 58 % in
2012 to 65% in 2018

cross-border
risk in the

Financing to Mauritius
financial intermediaries
targeting investments in the
region including SMEs
Indicator:
20-30 SMEs in COMESA
region benefit from affordable
financing
Indicator:
Invest in 10-12 companies
operating in the region
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Increased cross border
investments and skills
transfer into Africa
Indicator:
Share of FDI from Mauritius
to Africa increase from 58 %
in 2012 to 62% in 2016

Financing to Mauritius
financial intermediaries
targeting investments in the
region including SMEs
Indicator:
10-15 regional SMEs benefit
from LoC

Line of Credit (LOC) and Subordinated debt to Commercial
Bank (UA98mn)

Indicator:
Invest in 6-8 companies
operating in East and
Southern African and IOC
countries

Equity to SME Private Equity
Fund
(UA10mn)

1
Government Strategic
Objectives

2
Constraints to Achieving the
Desired Outcomes

3
Final Outcomes (2018)

4
Final Outputs
(2018)

5
Midterm
Outcome
(2016)

6
Mid Term Output
(2016)

7
Bank Group Interventions
during 2014-2018 CSP
(proposed and ongoing)

PILLAR II – DEEPENING SKILLS AND TECHNOLOGY DEVELOPMENT
Facilitating Skills and Technology Transfer to the Region
Developing
Mauritius
into a Knowledge Hub
and Centre for Higher
Learning in the region

The Regional
Multidisciplinary Centre of
Excellence in Mauritius
not fully utilized as a
platform for transferring
skills and knowledge on
the business environment
and trade reforms in SADC
and COMESA

Improved skills and capacity to
design and implement trade
and business environment
reforms
in
SADC
and
COMESA

RMCE develops relevant
programs and financial
capacity to train regional
policy makers

Improved skills and capacity
to design and implement
trade
and
business
environment reforms in
SADC and COMESA

Indicator

Indicator

Indicator:
At least 60 senior civil servants
working in SADC and COMESA
enhanced their technical skills on
trade and business environment
reforms

RMCE develops relevant
programs and financial
capacity to train regional
policy makers

Indicator:
Public Private Partnerships for
structuring and launching
regional scheme established
Database for mapping
thematic capacity gaps across
focus areas designed
South to South technical
assistance framework
elaborated
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At least 30 senior civil servants
working in SADC and
COMESA enhanced their
technical skills on trade and
business environment reforms

Training programs developed
and delivered
Funding for the regional
training program raised

MIC Grant (UA1.2mn) support
(i) The RMCE to train
regional policy makers on
improving the business
environment and removing
trade barriers
(ii) TA to MOFED on
regional capacity building
initiatives through the
RMCE, Africa Regional
Training Institute and
Afritac South

ANNEX 2: CSP 2014-2018 OPERATIONAL PROGRAM (UA MN)
INDICATIVE LENDING PROGAM (LOANS)
Project Title
Amount
Financing Source
Pillar 1: Building Infrastructure and PPP
100
ADB Sovereign
 Enhancing competitiveness (PBO) (Policy reform
26
collaboration with WB, AFD and EU )
79
ADB Sovereign
 Investing in education technology and PPPs to
improve learning outcomes and skills development
Pillar II: Enhancing Skills and Technology
98
ADB Non Sovereign
 Line of Credit
10
ADB Non Sovereign
 Equity Fund

Theme

INDICATIVE PROGRAM (GRANTS)
Pillar 1: Developing Infrastructure and PPP
1.2
MIC Grant
 TA to build capacity for infrastructure investment
(PPPs) and Procurement efficiency improvement
0.9
MIC Grant
 TA to review the GoM’s strategic investment plan
for its national energy production mix and
recommend policy targets for renewable energy
1.0
MIC Grant
 TA to address non-revenue water and provide dam
experts
0.8
MIC Grant
 TA for strengthening spatial planning capacity and
intergovernmental coordination
Pillar II: Deepening Skills and Technology Development
1.2
 TA to enhance education technology and PPPs to
improve learning outcomes and skills development
1.1
 TA for assessing framework for on-line learning at
UoTM and support MITD business plan
1.2
 TA to RMCE and MOFED

MIC Grant

Time

Infrastructure

2015

Skills and
Technology

2014

Private sector
Private sector

2013/2014
2013/2014

Infrastructure

2014

Infrastructure/
Climate change

2015

Infrastructure

2015

Infrastructure

2015

Skills &
Technology

2013/2014

MIC Grant

2014
Skills &Technology

MIC Grant

2015
Skills &
Technology

 Diagnostic on multi-modal, climate resilient
transport solutions (WB collaboration)
 Spatial analysis of land use systems and potential
environmental threats
 Baseline study on e-education and adaptive
learning

26

ANALYTICAL WORK
0.2
Trust Funds

Infrastructure

2014

0.2

Trust Funds

Infrastructure

2015

0.2

Trust Funds

Skills & technology

2015

EU has not yet finalized the 2014-2020 programming document so sectors of intervention are not known yet.
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ANNEX 3: DONOR SECTOR PRESENCE (US$ MILLION EQUIVALENTS) MAY 2013
DONOR

ADB

AFD

EU

UNDP

WB

*

*
*

111.85
0.10
*
*

32
*
*
*

*

50
*
*

*
0.09
219.80
(budget
support)
*

50

SECTOR
Direct Budget Support
Education, Science, Technology and Research
Health
Agro-industry

722

Public infrastructure
Transport
ICT
Energy

*

Water and Sanitation

*

Ports
Social Integration, Social Security & Empowerment
Environment And Climate Change
Public Sector Governance and PFM
Private Sector, Industry, Financial Sector and SME
Regional Integration

158
(86.29
cancelled
)
42
*
*
*
*

0.210
8.58
*
*
*

*

*
21.02
*

*
12
*

*denotes contribution through budget support policy focus areas and technical assistance with no
detailed amount specified
IMF
: The IMF does not have a resident mission in Mauritius although it has an active program in the country. It conducts
Article IV Consultations with the authorities in Mauritius on a standard 12-month cycle. The last Article IV consultation staff
report was completed by the Executive Board in March 2013. According to the report, the Mauritius economy has been resilient
in an adverse environment although GDP growth had decelerated to 3.3% in 2012 from 3.8% in 2011 driven by weak sugar and
textile exports. The report noted that the GoM’s prudent macroeconomic policies pursued in 2012 had resulted in good fiscal and
inflation outcomes. The IMF also provides technical assistance in public financial management through the IMF Africa Regional
Technical Assistance Centre for Southern Africa (AFRITAC) South which opened in 2011, financial sector stability, monetary
policy frameworks, central bank legislation and enhancement to macroeconomic statistics. The IMF’s new Africa Training
Institute was opened in the country in June 2013 with co-financing from the GoM to build capacity in macroeconomic policies
for officials in Sub-Sahara Africa.
WB
: The WB opened its Liaison Office in Mauritius in 2008. It has one international staff supported by local professional
and general support staff. The Bank’s Country Assistance Partnership is for period 2007-2013. It has two on-going development
policy loans on public sector performance and private sector competitiveness and one on-going investment lending in the
transport, water and wastewater sector. Preparation for the upcoming Road Asset Management and Safety Investment Lending
project (RAMSP) is underway. On-going technical assistance includes preparation of a Grid Code, Feed-in-Tariffs and Model
Energy Supply Purchase Agreements for Renewable Energy Systems Greater than 50kW and strengthening governance and anticorruption in Mauritius. In terms of analytical work it is preparing a Public Expenditure Review in FY 2013. It is also planning
to help the GoM build a vision for a blue economy.
AFD
: The AFD opened its offices in Mauritius in 2007. As a regional office it also covers the Seychelles. It has two
international staff supported by local professional and general support staff. AFD’s interventions in Mauritius are framed within
their 2007-2010 country strategy. The portfolio includes a project investment operation in the roads sector. A budget support
operation in the energy sector is under negotiation. In May 2013, AFD cancelled a US$86.29mn operation in the water sector due
to delays in first disbursements and a slowdown in reforms in the sector.
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ANNEX 4: 2009-2013 CSP COMPLETION REPORT
Introduction: The 2009-2013 Country Strategy Paper (CSP) for Mauritius was approved by the Board of Directors on 9 th
September, 2009. The CSP was prepared against the backdrop of the global financial and economic crisis and therefore was
designed to respond to emerging challenges while aligning to the country’s national development priorities as set forth in the
Vision 2020: The National Long Term Perspective Study. Under the Strategy, the Bank’s partnership with Mauritius focused on
two pillars: (i) Reducing structural bottlenecks to competitiveness and trade and (ii) Enhancing public sector efficiency and
social service delivery. A Mid-Term review of the Bank’s 2009-13 CSP was carried out in 2011 and found that the Bank’s
strategic orientation in Mauritius remained in line with the Government priorities. Nonetheless, it recommended enhanced
engagement with the private sector to trigger lending and strengthened monitoring and fiduciary compliance capacity to
accelerate disbursements of Middle Income Country (MIC) Grants.
Country Strategy Paper Implementation at Completion stage: The assessment found that Mauritius’ use of its credit exposure
limit improved during 2009-2013 CSP with approved commitments accounting for 77% of the planned UA604mn lending
compared to 27% of the programmed UA150mn in the previous CSP. Although this represented only one out of 4 programmed
lending operations, due to the big size of the operation (the UA 466 million Competitiveness and Public Sector Efficiency
Program (CPSE) budget support loan) meant the use of exposure limit was high (77%) and although disbursement at 44.5% is
low, the disbursed flows (about UA198.2mn) during the period (2009-2013) is 5 times the total cumulative disbursement flows
for period 2004 -2008. The three operations did not take off for a number of reasons. On the public sector side, delays in
conducting feasibility studies for infrastructure projects due to capacity bottlenecks and the huge budget support operation
reduced the need for the Government to undertake additional borrowing for stand-alone operations. Funding from the proposed
non-sovereign Container Terminal Expansion was sourced from IFC and AFD. The sponsor for the 18 MW Wind energy project
in Plaines de Roches could not finalize negotiations with the Bank. All 5 programmed MIC Grants were approved four of which
have been completed. Three more MIC Grants were prepared and approved in the course of implementation of the CSP. The
authorities explained that better than expected economic conditions and risk of excess liquidity and Rupee appreciation reduced
the need for drawing down on the CPSE Loan. The operation has been extended to 2014 to finance the infrastructure program
and a new disbursement schedule has been agreed and commitment fees introduced.
Results attained (Outcomes and Output): The choice of instruments helped the Bank’s indicative lending program to perform
satisfactorily in achieving the intended development outcomes of the programmed operations. Findings at completion of the CSP
show that although 3 out of 4 operations did not take off, there was a positive trajectory on all but one (convergence between
PBB and PMS) outcome indicators. As a budget support operation the CPSE loan was instrumental in creating fiscal space for
responding to the global economic slowdown. As a multi-sector operation its reach and impact is broad thereby effectively
contributing to all key outcomes achieved thus far. With disbursements pegged to policy reform, the operation supported
achievement of the following reforms (i) Amendments to the permit issuance procedures proposed by the Business Permits
Review Committee and (ii) Operationalization of the Competition Commission and (iii) Preparation of the National Information
and Communication Technology Strategic Plan 2011-2014 towards i-Mauritius. In terms of outputs, 35% were fully met, 22%
partially met while 43% were not met as the projects failed to take off. Key outputs achieved with support from Bank
interventions included the establishment and operationalization of the Mauritius Competition Commission, development and
approval of the National ICT Medium Term Strategy and 6 other sector strategies to inform the PBB framework results
framework and improve spending outcomes, increase in access to sewerage systems, broadband internet connection and
contribution of ICT to GDP. In the private sector, the Bank invested in numerous private equity funds domiciled in Mauritius,
with no lending approvals during the CSP period.
Lessons Learned and Recommendations (Table below): The assessment found that the Bank’s strategic orientation in
Mauritius was appropriate during 2009-2013 although an absence of private sector lending, and low disbursement rates reduced
the Bank’s leveraging potential and portfolio performance respectively. The new lending program should be selective and
appropriately sized while being flexible to respond to evolving needs. Greater use of country systems where feasible will be
encouraged, combined with more rigorous supervision, with continued support of the Mauritius Liaison Office, opened in March
2012, to improve performance of the portfolio particularly MIC grants. The Bank will also enhance greater collaboration with
AFD, IFC and EIB as it actively explores business opportunities in the private sector. Furthermore, the resident Chief Investment
Specialist, in his advisory role on infrastructure and PPPs, will strengthen this partnership further. Moving forward the strategic
orientation is derived from the recognition that given a strong credit rating, relatively strong tax revenue performance, a strong
domestic financial sector, good relations with development partners and conservative borrowing limits, lending space in the
public sector is narrow. The biggest need in the public sector is technical and advisory services to support Government undertake
reforms, inform investment decisions.
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CSP LESSONS

RECOMMENDED ACTIONS

Enhance Private Sector Financing: Absence of direct
transactional support to private sector in Mauritius
reduced potential to leverage financing for public sector
investment and facilitate trade and investment

There is room for private sector lending to take off for example (i) offshore financial services is growing and the regional market offers an
opportunity for expansion (ii) The authorities’ plan to accelerate private
sector financing for public infrastructure through PPPs; This CSP
foresees the first direct investment lending to private sector since 2001.
The Bank adopts a flexible CSP program within its strategic pillars to
seize emerging opportunities in the private sector and efficiently respond
to the evolving needs of the GoM.
This CSP will pursue a PBO financing modality in the public sector to
give the Government spending flexibility while supporting critical
reforms.

Flexibility: The Bank’s lending program needs to flexibly
respond to the evolving needs of Mauritius
Fast disbursing instruments: As an ambitious client with
low fiduciary risk and relative ease of access to
development financing, the Bank’s comparative advantage
in Mauritius lie in providing predictable, flexible and fast
disbursing financing complemented by grants.
Quality at entry: Project and program design should be
realistic informed by lending history and rigorous
assessment of borrowing needs. Notwithstanding the
uncertain global economic environment at the time the
budget support operation was designed, the decision on
the size of the loan could have also have benefited from
greater collaboration with other development partners
taking into account the country’s relative ease of access to
financing. During 2009-2011, when the Bank extended an
estimated US$700mn WB extended an estimated
US$150mn and AFD an estimated US$147.25mn budget
support operations. WB fully disbursed while AFD
disbursed US$55.2mn and cancelled the rest. Prior to the
approval in 2009 of the estimated UA700mn CPSE Loan,
the Bank had approved about UA41mn in budget support
and only 30% had been disbursed the rest was cancelled.
Aid Coordination and Harmonization: Enhanced
structured engagement with the Ministry of Finance and
among development partners is needed to facilitate the
needed reforms in the infrastructure sector. Like most
upper MICs, the Government enjoys a strong leadership
role and ownership of the development program. Weak
coordination among development partners’ outside budget
support reforms reflects (i) modest number of resident
development partners, their staffing levels as well as
volume of development assistance and (ii) An absence of
active project investment operations.
Performance of MIC Grants. Low disbursement rates and
ageing MIC Grant operations affected implementation and
reduced expected impact. MIC Grants as operations that
provide critical technical and advisory support to inform,
prepare and build capacity for investment implementation
need rapid disbursement to efficiently achieve intended
objectives.

Knowledge and analytical work: Demand-driven
analytical work is low in Mauritius largely due to the
Government’s view that diagnostic on ‘what needs to be
done’ is already available. The Government is now
focusing on implementation.

Taking into account lessons learnt and informed by dialogue with the
development partners and the authorities, this CSP makes provision for
UA100mn (US$148mn) as a PBO to support the Government’s
infrastructure program from 2015 after the closure of the on-going
operation in 2014.

In this CSP the Bank will continue working closely with the Ministry of
Finance to strengthen further its leadership role and ownership of its
development program. It will strengthen its collaboration with other
development partners to ensure that plans to establish a sector working
group to coordinate reforms and investments in the water sector are
achieved. The presence of the Infrastructure Investment Specialist will be
an opportunity to take leadership and coordinate other development
partners on PPPs in Mauritius. Efforts in this area will be to establish a
more structured dialogue among key stakeholders including the GoM,
Private sector and development partners.
The Bank will continue using MIC Grants as instruments for deepening
its technical and knowledge advisory role and project identification. New
approaches will be adopted to improve performance. The average size
will be increased from the current UA 0.36mn to UA 1.0mn to provide
sufficient resources to secure the level of expertise required to efficiently
implement the operations. The use of country systems in procurement
with respect to National Competitive Bidding will be encouraged,
provision made for the recruitment of procurement agents to enhance
existing capacity and where feasible single tranche disbursement will be
utilized. Annual joint missions to Mauritius will include supervision to
compliment monitoring efforts by the Liaison Office (ii) Since
preparation of MIC grant operations is fast-tracked country team reviews
during appraisal would ensure that monitoring designs provide effective
feedback mechanism for tracking progress and Terms of Reference are
robust;
While remaining open to demand driven analytical work, the Bank will
strengthen links with the academia and research bodies to position
Mauritius for competitiveness in knowledge and innovation areas such as
the Ocean Economy.
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ANNEX 5: COUNTRY PORTFOLIO PERFORMANCE REVIEW
TABLE 1: COUNTRY PORTFOLIO SNAPSHOT AS AT JUNE 2013

Project Name

MIC Grant Review of Outline Planning Schemes

Approval Date

Planned
Completion
Date

Commitment
Date

24/07/2007

30/08/2007

30/09/2013

25/11/2009
9/02/2010
9/12/2010
3/06/2011

10/12/2009
13/04/2010
15/04/2011
17/01/2012

31/12/2013
30/06/2013
31/12/2014
30/06/2014

1/06/2009

1/03/2010

31/03/2013

Transport

CSPE
MIC Grant CPSE
MIC Grant Debt Management Unit
SCB - II
Multi-sector
Wastewater MasterPlan Study
Water Supply and Sanitation
TOTAL

Approved
Am ount (UA)

600,000.00
600,000.00
440,313,604.25
300,000.00
296,013.00
490,600.00
441,400,217.25
562,890.00
562,890.00
442,563,107.25

Disbursed Amount

311,259.93
311,259.93
126,394,125.82
201,112.21
11,457.90
77,088.81
126,683,784.74
546,140.89
546,140.89
127,541,185.56

Disbursment
Rate (%)

51.88
51.88
28.32
67.04
3.87
15.71
28.74
97.02
97.02
28.82

TABLE 2: COUNTRY PORTFOLIO SNAPSHOT AS AT JUNE 2013
Commitment
Date

Planned
Completion
Date

Project Name

Approval
Date

MIC Grant Review of Outline Planning Schemes

24/07/2007

30/08/2007 30/03/2014

25/11/2009
9/02/2010
9/12/2010
3/06/2011

10/12/2009
13/04/2010
15/04/2011
17/01/2012

Transport

CPSE
MIC Grant CPSE
MIC Grant Debt Management Unit
SCB - II
Multi-sector
TOTAL
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Approved
Am ount (UA)

600,000.00
600,000.00
31/07/2014
440,313,604.25
30/06/2013
300,000.00
31/12/2014
296,013.00
30/06/2014
490,600.00
441,400,217.25
442,000,217.25

Disbursed Amount

401,940.00
401,940.00
196,091,417.37
201,112.21
11,457.90
77,088.81
196,381,076.29
196,783,016.29

Disbursment
Rate (%)

66.99
66.99
44.53
67.04
3.87
15.71
44.49
44.52%

TABLE 3: COUNTRY PORTFOLIO PERFORMANCE IMPROVEMENT PLAN 2013
Issue/Problem Identified

Recommended Actions

Expected Outputs

Indicators

Responsibility

Timeframe

 Number and domain of
expertise of project design
team;
 Number of project xtension
due to poor project design;
 Number of project completed
without extension;
 Number of consultancy
recruitment process
unsuccessful.
.
Quality and Number of
Project implementation
progress reports;
Quality of Project Completion
Report;
CR;
Quality of Project Financial
Management Reports

GoM/AfDB

Continuing

GoM/AfDB

Continuing

Problem 1: Quality at Entry of Projects
Projects & MIC Grants
Design and Costing:
Unrealistic costing and
budgeting resulting in
procurement bottlenecks and
cost escalation

 Team from the Bank and GoM with skill-mix
to be involved in Project preparation and
appraisal, recent feasibility studies to be used
to inform project design.
 Project risk assessment to be carried out
during Project design to reduce risk of cost
escalation.
 Consultancy services ToRs to be prepared by
high level experts and carefully peer reviewed.

 Adequate costing of project
components;
 Project implemented within
the estimated duration and
cost;
 consultants recruitment
improved;
 Cost escalation minimized;

Monitoring and Evaluation
Absence of projects baselines
and clear Monitoring and
Evaluation framework.

 Monitoring and Evaluation System to be
established at the beginning with project
baselines, dedicated budget and staff.

 Project implementation well
monitored and progress
reported, including the
procurement plan
implementation;
 Project completion report
(PCR) well prepared with
accurate information;
 Project outputs and outcomes
established;
 Project Financial & human
Resources well managed.

Problem 2: Project Management and Implementation
Lack of sufficient procurement
planning during project
implementation

 Realistic procurement plans to be prepared and
monitored with the support from the Bank.
 Close monitoring of project implementation to
ensure adherence to stipulated timeframes.

Use of Bank’s rules versus
National
Procurement
procedures not well articulated.

 Project Implementation Team (PIUs) to strictly
adhere to the provisions stated in the Letters of
Agreement relating to procurement.

No
direct
communication
between the Bank’s Task

Direct communication to be established between
the TM and procurement specialist with the
Procurement Unit

Comprehensive 18 months
procurement plans
produced
Procurement Plans used as
Project Management tools
Coherence achieved in use
of procurement rules;

Updated procurement plans in
progress and supervision reports

GoM/AfD
B

Continuing

Number of procurement activities
completed with adherence to the
Letters of Agreements;

PIUs

Continuing

Procurement activities are
executed rapidly;
Improved understanding
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Number of procurement activities
does not conform to the Letters of

Manager
(TM)
and
procurement specialist with the
Procurement Unit staff in the
Ministries dealing with MIC
Grant projects.
Limited capacity in Bank’s
Rules in terms of procurement,
financial management.

of Bank’s Rules and
speeded procurement
activities.
Capacity building sessions to be organized for
Project Implementation Teams, Procurement Units
and others stakeholders.

The quality of
procurement dossiers has
improved.

Agreement.
Completion of procurement
process within planned duration

PIUs

Training reports
Number of people trained
Rejection and repetition rate
AfDB

Unclear distinction between use
of country procurement systems
and Bank procurement rules
Absence of Financial
Management Data in Quarterly
Project Reports

Clearly indicate and adhere to procurement rules in
grant or loan agreements

Coherence achieved in use
of procurement rules

Completion of procurement
process within planned duration

GoM/AfD
B

Continuing

Executing agencies to work closely with the Office
of the Accountant General to facilitate project
reporting

Financial Management
Data included in Quarterly
Project Reports

Quarterly progress reports

GoM

June 2013
and
continuing

Late submission on Annual
Project Audit Reports

Project Implementation Teams to work closely with
the Office of the Accountant General to facilitate
project reporting

Audit Report submitted
On time

GoM

June 2013
and
continuing

Delays by the Bank in
providing response for noobjections
Delays in communication
between the Bank and the
Borrower

TMs to strictly adhere to processing timelines after
receiving all necessary documents for decision
making.
Both sides to establish prompt and proper
communication channels, not only between the
Bank’s TM and the Project Coordinator, but also
with the others experts (Procurement and Financial
Management experts in both sides) and continuous
follow-up by Bank’s Mauritius Liaison Office.

Response to all requests
for no-objection provided
in a timely manner.
Reduction of
Implementation Delays;
GoM and the Bank
consistently well-informed
of all portfolio issues.

No-objection processing
duration.

AfDB

Continuing

Timely implementation according
to schedule

AfDB
GoM(
MoFED/S
ector
Ministries)

Continuing

Problem 3: Project Coordination
Challenges in coordination of
Regular engagement between MoFED and
MoFED is aware of
project implementation,
Sector Ministries on Bank Projects.
challenges being encountered
reporting, monitoring and
by Sector Ministries and
evaluation between Ministry of
provides assistance to
Finance (Coordinating
resolution.
Ministry) and Sector Ministries
Problem 4: Progress in Implementation of commitments of Paris Declaration and Aid Harmonization

Follow-up and resolution of
implementation bottlenecks

MoFED/
Sector
Ministries

Continuing

Insufficient donor
harmonization and coordination

Number of co-financed
projects;
Number of donor committees
meetings

AfDB
GoM
(MoFED

Continuing

Donors coordination to be strengthened

Increased mobilization of cofinancings;
Donors interventions well
mapped

- 12 -

ANNEX 6: PFM AND PROCUREMENT SYSTEMS AND BANK STRATEGY
1.1
A Country Fiduciary Risk Assessment (FRA) was carried out as part of the preparation of the Country Strategy Paper
(CSP) for Mauritius (2014 - 2018) to assess the level of fiduciary risk associated with the country’s Public Financial Management
(PFM) systems and recommend suitable mitigating measures to minimize the impact of any risks identified. The assessment
included reviews of (1) Public Expenditure and Financial Accountability Assessment report (2010 PEFA issued in August 2011):
(2) An internal Board Information memorandum on the request for a waiver and Graduated commitment fees for the
Development Budget Support Loan (CPSE). Discussions with also held with officials of Government ministries, departments, the
National Audit Office and Office of the Accountant General’s, and development partners (European Union, World Bank, UNDP,
AFD etc). The main assessment results and mitigations are presented below. The note also provided guidelines for Use of
Country financial management and procurement systems and arrangements for projects/programs during the Country Strategy
Paper (CSP) period of 2014 - 2018.
1.2
Overall, the PFM systems in Mauritius have continued to show improvements in recent years highlighting a generally
satisfactory environment, with a positive trajectory of change as noted in a number of areas including Accounting, Recording &
Reporting, Policy based budgeting and budget execution. The systems are relatively well performing and the fiduciary risk is
deemed low. In this regard, the use of national systems is justified and Budget support programs will continue be channeled
through the use of the public spending systems, while keeping track of the implementation of the ongoing reforms.
2

Overall level of risk

Table 1 below summarizes the overall risk in Mauritius
Elements

Capacity
Initial Risk
Development Score Assessment

Residual
Trajectory
Risk Assessment

1. Budgeting
1.1 The Budget sub-system capacity is adequate to plan
(formulate) budgets for the programs and projects.

2.40

Medium

Low



1.2 The Budget sub-system capacity is adequate to
execute budgetary control.

2.70

Low

Low



Medium

Low

2.80

Low

Low

2.40

Medium

Low



2.30

Medium

Low



2.60

Low

Low



2.30

Medium

Low



2. Treasury
2.1 The Treasury sub-system capacity is adequate to
manage the inflow of resources and disbursements
of aid funds.
2.2 The Single Treasury Account is an appropriate and
reliable way to administer aid funds.

2.50

3. Accounting and Financial Reporting
3.1 The Accounting sub-system capacity is adequate to
record all transactions and to provide the basis for
comprehensive and timely financial reporting.
3.2 Financial Management information systems have
flexibility to accommodate specific reporting
requirements and have procedures in place to ensure
timeliness and quality of information produced.
3.3 The Financial Accounting sub-system has an
integrated Fixed Assets module for the proper recording
and control of assets purchased.
3.4 The Accounting sub-system maintains up to date
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Elements

Capacity
Initial Risk
Development Score Assessment

Residual
Trajectory
Risk Assessment

records of the country’s borrowings.
3.5 The Accounting systems are secure against
deliberate manipulation of data and/or accidental loss
of, or corruption of data.

2.60

Low

Low



2.50

Medium

Low



2.10

Medium

Low



4. Internal Control
4.1 The Internal Control sub-system capacity is
adequate.
4.2 The Internal Audit function capacity is adequate.



5 External Audit
5.1 The SAI has the level of “independence” needed to
enable it to effectively fulfil its functions.

2.10

Medium

Low

5.2 The SAI has the capacity to meet its audit mandate.

2.40

Medium

Low



Risk Assessment key:
Below 0.75 = High Risk, Between 0.76 and 1.50 = Substantial Risk, Between 1.51 and 2.50 = Medium Risk, Between 2.51
and 3.00 = Low Risk
3. Performance of PFM Systems and Risk Rating
3.1.1 The country’s PFM system is regulated by the Constitution including the following Acts of Parliament, all passed in 2008:
the Consolidated Finance and Audit Act, the Public Debt Management Act and the Public Procurement Act. A 2011 Financial
Management kit elaborates duties and responsibilities in management of Public Finance, along with a range of instructions and
circulars issued from time to time by the Ministry of finance. A budget circular is issued to provide detailed guidance to line
ministries and departments in the preparation of their budget submissions, the entire budget process follows a clear calendar
which is generally adhered to. The Budget classification system was changed to the GFSM 2001 standards in 2008/9 when the
country adopted the program-based budgeting. Budget execution systems have been assessed as effective, with annual cash flow
forecasts prepared and monitored through the Treasury Accounting System during the course of the year.
The Government is carrying out reforms aimed at addressing these through (among other things) developing a legal framework
for PFM that is comprehensive, rigorous and reinforces transparency and accountability and its implementation. The Government
is also implementing the Programme-Based Budgeting (PBB) and a performance management system (PMS) as part of the threeyear Medium Term Expenditure Framework (MTEF) that is expected to strengthen and improve the strategic budgeting process
across all Government agencies. In addition, capacity building assistance being provided by MoFED to the line ministries in
order to enable better planning and budgeting. In this regard, the sub-system risk is assessed as Low.
5. Bank Fiduciary Strategy during the CSP period
5.1 Overall, the public financial management systems are relatively well performing and the fiduciary risk is deemed low. The
continued implementation by the Government of the plans setting out the PFM reforms will lead to further improvements in the
systems. In this regard, the use of national systems is justified and Budget support programs will continue be channeled through
the use of the public spending systems, while keeping track of the implementation of the ongoing reforms.
5.2 Public investment projects/programmes will also use existing public system implementation procedures and control systems
to the maximum extent possible subject to existence of sound Financial Management systems and procedures within the
implementing Units/Agencies. Accordingly, besides the systematic inclusion of external financing in the State budget, preference
will be given to the use of existing resources and capacity in public entities, the channeling of Bank resources through the
Government systems with disbursements made in consistency with both the Bank's and the respective national rules and
procedures. Where there are limitations in the existing national systems, appropriate financial management arrangements will be
developed during appraisal to mitigate specific fiduciary risks identified with justification, as required and with the inclusion of
appropriate capacity building measures for the use of national systems.
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Public Procurement System in Mauritius:
The country procurement legal framework [Public Procurement Act (2006, amended 2008), Public procurement regulations of
2008, User Guide] complies with principles of fairness, transparency, competiveness and cost effectiveness. Generally, the
National procurement procedures for NCB contracts are consistent with the Bank’s rules and procedures and international best
practices.
Procurement system analysis
The Procurement Risk Assessment highlighted the level of independence and authority of the Procurement Policy Office (PPO)
to exercise its duties is insufficient. There is no specific budgetary line allocated to enable the regulatory body to perform its
required duties [PPO’s budget is currently under Ministry of Finance and subject to approval/arbitration with the latter]. Also,
the absence of (i) a systematic past performance evaluation of bidders, (ii) a Procurement Monitoring and Evaluation Tool [ the
design should at least include key procurement performance indicators such as the procurement processing time for goods,
works and consultants services, a methodology of physical inspection of the delivery, respect of contracts’ terms and conditions
of payment, monitoring of amendments during contract management], (iii) specific training programs on project risk design and
quality delivery risk during the conceptualization of the projects and (iv) a well-integrated e-procurement platform mainstreamed
in the public governance, are some of the issues to be addressed to improve the efficiency and procurement lead time.
Procurement efficiency: Firstly, there is lack of use and monitoring of procurement plans under Bank financed projects by the
implementing entities. Secondly, the experts in the projects are not generally exposed and familiar with the project procurement
procedures, therefore there is a need to improve the procurement knowledge and the quality of the documents during the
procurement process in order to reduce the procurement leading time. The average time taken by the project implementation units
for monitoring and supervising the key activities (not including the GPN period and Bank’s No objection stage) for the
procurement of consulting services and for the acquisition of goods is 199 days.
3. Recommendations
Use of country’s procurement rules for NCB: National procurement procedures should be used for NCB contracts (Good &
Works) under Bank’s financed project on condition that the Financing agreement will highlight the modalities through which
these deviations will be corrected. A specific country procurement action plan has been agreed for implementation during period
2013-2015 with the Procurement Policy Office in order to address the deviations.
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ANNEX 7: MAURITIUS COMPARATIVE SOCIAL ECONOMIC INDICATORS
Indicators

Unit

2000

2008

2009

2010

2011

2012

2013 (e)

Million US $

4,629

8,769

9,377

10,108

10,766

...

...

US$

3,870

6,830

7,260

7,780

8,240

...

...

GDP at Current Prices

Million US $

4,732

9,641

8,835

9,706

11,250

12,756

13,393

GDP at 2000 Constant prices

National Accounts
GNI at Current Prices
GNI per Capita

Million US $

4,732

6,379

6,575

6,852

7,113

7,348

7,625

Real GDP Growth Rate

%

9.0

5.5

3.1

4.2

3.8

3.3

3.8

Real per Capita GDP Growth Rate

%

8.0

4.8

2.5

3.6

3.2

2.7

3.2

% GDP

25.3

27.3

21.3

23.6

26.0

28.6

28.9

Gross Domestic Investment
Public Investment

% GDP

6.2

4.1

6.6

6.1

5.5

9.2

9.5

Private Investment

% GDP

19.1

23.2

14.7

17.5

20.5

19.4

19.4

% GDP

24.6

17.2

13.8

15.5

15.2

16.2

18.0

Gross National Savings
Prices and Money
Inflation (CPI)

%

4.2

9.7

2.5

2.9

6.5

4.1

6.0

local currency/US$

26.2

28.5

32.0

30.8

28.7

30.1

...

Monetary Growth (M2)

%

...

...

...

...

...

...

...

Money and Quasi Money as % of GDP

%

...

...

...

...

...

...

...

Total Revenue and Grants

% GDP

20.0

21.0

22.3

21.9

21.4

21.5

21.2

Total Expenditure and Net Lending

% GDP

23.2

23.8

26.1

25.1

24.7

24.4

23.7

Overall Deficit (-) / Surplus (+)

% GDP

-3.2

-2.7

-3.9

-3.2

-3.2

-2.9

-2.6

Exports Volume Growth (Goods)

%

31.5

-1.5

-11.9

11.0

6.6

0.5

4.1

Imports Volume Growth (Goods)

%

-4.3

2.5

-13.2

8.9

3.6

0.5

2.6

Terms of Trade Growth

%

-32.8

-7.4

0.2

-3.8

-6.9

-9.4

-2.8

Exchange Rate (Annual Average)

Government Finance

External Sector

Current Account Balance

Million US $

-34

-971

-652

-796

-1,240

-1,354

-1,343

Current Account Balance

% GDP

-0.7

-10.1

-7.4

-8.2

-11.0

-10.6

-10.0

months of imports

4.0

3.3

5.2

4.8

4.2

4.5

...

External Reserves
Debt and Financial Flows
Debt Service

% exports

7.8

3.5

3.1

4.4

4.0

4.1

3.8

External Debt

% GDP

24.1

12.0

13.9

14.9

15.5

15.2

16.5

Net Total Financial Flows

Million US $

410

986

1,920

4,446

-1,489

...

...

Net Official Development Assistance

Million US $

20

110

155

125

192

...

...

Net Foreign Direct Investment

Million US $

277

383

248

430

273

...

...

%

Real GDP Growth Rate, 2000-2013

Current Account Balance as % of GDP,
2000-2013

Inflation (CPI),
2000-2013

10.0

12

8.0

10
8

6.0

6

4.0

4

2,013

2,012

2,011

2,010

2,009

2,008
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2,007

Source : AfDB Statistics Department; IMF: World Economic Outlook, October 2012 and International Financial Statistics, October 2012;
AfDB Statistics Department: Development Data Portal Database, March 2013. United Nations: OECD, Reporting System Division.
Notes:
… Data Not Available
( e ) Estimations

2,006

2,005

2,004

2,003

2,002

2,001

2,000

20 13

20 12

20 11

20 10

20 09

20 08

20 07

20 06

20 05

20 04

20 03

20 02

20 01

20 00

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

0
2001

2

0.0

2000

2.0

8.0
6.0
4.0
2.0
0.0
-2.0
-4.0
-6.0
-8.0
-10.0
-12.0

Last Update: May 2013

ANNEX 8: PROGRESS TOWARDS MILLENNIUM DEVELOPMENT GOALS (MDGS)

Goal 1: Eradicate extreme poverty and hunger

1990

1

2000

2

3

2012

Employ ment to population ratio, 15+, total (%)

53.9

53.5

54.9

Malnutrition prev alence, w eight for age (% of children under 5)

13.0

...

...

...

...

...

7.5

5.9

5.7

Pov erty headcount ratio at $1,25 a day (PPP) (% of population)
Prev alence of undernourishment (% of population)
Goal 2: Achieve universal primary education

Em ploym ent to population ratio, 15+,
total (%)

100

0
1990

2000

2012

Prim ary completion rate, total

98
96

Literacy rate, y outh female (% of females ages 15-24)

91.7

95.4

97.7

94

Literacy rate, adult total (% of people ages 15 and abov e)

79.9

84.3

88.5

92

Primary completion rate, total (% of relev ant age group)

97.7

95.3

94.9

Total enrollment, primary (% net)

88.0

92.1

93.4

7.1

5.7

18.8

Ratio of female to male primary enrollment

100.0

...

...

Ratio of female to male secondary enrollment

100.8

98.2

99.4

1990

2000

2012

Ratio of fem ale to m ale primary
enrollment

200

Goal 3: Promote gender equality and empower women
100

Proportion of seats held by w omen in national parliaments (%)

0
1990

Immunization, measles (% of children ages 12-23 months)

89.0

98.0

99.0

Mortality rate, infant (per 1,000 liv e births)

19.2

13.0

12.2

Mortality rate, under-5 (per 1,000)

21.4

15.7

14.7

2012

Mortality rate, infant (per 1000
live births)

50

Goal 4: Reduce child mortality

2000

0
1990

Goal 5: Improve maternal health
100.0

Births attended by skilled health staff (% of total)

97.0

98.4

99.2

Contraceptiv e prev alence (% of w omen ages 15-49)

75.7

75.6

76.0

Maternal mortality ratio (modeled estimate, per 100,000 liv e births)

66.0

28.0

60.0

26.0

23.0

21.0

Prev alence of HIV, female (% ages 15-24)

...

...

0.4

Prev alence of HIV, male (% ages 15-24)

...

...

0.6

0.1

0.6

1.0

0.7

0.7

0.7

150

Improv ed sanitation facilities (% of population w ith access)

89.0

89.0

89.0

100

Improv ed w ater source (% of population w ith access)

99.0

99.0

99.0

2000

2012

Maternal mortality ratio (modeled
estimate, per 100,000 live births)

0.0

1990

2000

2012

Goal 6: Combat HIV/AIDS, malaria, and other diseases
Incidence of tuberculosis (per 100,000 people)

Prev alence of HIV, total (% of population ages 15-49)

Incidence of tuberculosis (per 100,000
people)

50

0
1990

Goal 7: Ensure environmental sustainability
CO2 emissions (kg per PPP $ of GDP)

2000

2012

Im proved water source(%)

50
0

Goal 8: Develop a global partnership for development
Net total ODA/OA per capita (current US$)
Internet users (per 1000 people)
Mobile cellular subscriptions (per 1000 people)
Telephone lines (per 1000 people)

1990

20.3

26.8

146.6

...

136.5

248.5

1000

10.3

439.7

916.7

500

130.3

284.0

298.4

2000

Mobile cellular subscriptions (per 1000
people)

0

1990

2000

last update :

Sources : ADB Statistics Department Databases; World Bank: World Development Indicators;
UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports,
Note : n,a, : Not Applicable ; … : Data Not Available,
1

Latest year available in the period 1990-1995;

2

Latest year available in the period 2000-2004;
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3

2012

Latest year available in the period 2005-2012

2012

May , 2013

ANNEX 9: WHY ARE PRIVATE EQUITY FUNDS ATTRACTED TO MAURITIUS?
I. INTRODUCTION
1. Over the past decade, the African Development Bank has approved investments in 38 Private Equity Funds (“PEF”). The
majority of these PEFs are legally domiciled in Mauritius. According to statistics from the African Venture Capital Association,
there are around 165 PE funds currently registered in Mauritius. This raises the question: why is Mauritius so popular as an
African financial center and why has the Bank invested in Mauritius-based funds so frequently?
2. Industry experts view Mauritius as having the most conducive enabling environment in Africa for PEFs, in terms of general
investment climate, perceived low political risk, availability of financial service providers backed by skilled professionals, and
enabling regulatory and institutional frameworks. Nonetheless, concerns have been raised that perhaps Mauritius has been
popular among Fund Managers and Investors because its conducive environment may facilitate those who seek to evade taxes or
engage in other illegal activities such as money laundering. Are such concerns justified? Is Mauritius a tax haven?
II. TAXATION AND JURISDICTION
3. The OECD defines a tax haven as a jurisdiction, which has: (a) no taxes or only nominal taxes and offers itself, or is perceived
to offer itself, as a place to be used by non-residents to escape tax in their country of residence; (b) laws or administrative
practices which prevent the effective exchange of relevant information with other governments on taxpayers benefiting from the
low or no tax jurisdiction; and (c) a lack of transparency. According to the OECD’s 2011 Peer Review Report on Mauritius
(“OECD 2011 Mauritius Report”), Mauritius is not considered a tax haven and has been co-operating with the OECD on all
matters relating to further enhancing transparency. Moreover, the country imposes various types of taxes, and PEFs are liable to
income tax at the rate of 15%, like other registered investment companies. The tax law provides for tax credit on income which
has been taxed in other countries, through various mechanisms:
i) Foreign tax credit: Mauritian laws allow an underlying foreign tax credit, equal to the amount of foreign taxes paid, up to the
amount of tax due in Mauritius27.
ii) Tax exemption on offshore dividends, capital gains and interest: Since Mauritius operates as an offshore financial center the
law does not impose withholding tax on dividends, capital gains and interest 28 for locally-registered PEFs, if their countries of
investment exclude Mauritius.
iii) Double taxation agreements: With the approval of the Mauritius Revenue Authority (“MRA”), PEFs may accede to the
benefits of Double Taxation Agreements (DTAs) signed between Mauritius and their countries of investment. Mauritius
maintains 37 DTAs, 13 of which are with African countries. This list is growing and according to the MRA, a further 20
agreements are being negotiated or awaiting signature. In addition, the ability to hold bank accounts in various currencies, no
duty on issued capital, unrestricted repatriation of profits and capital, and the distinct advantages of being a treaty-based
jurisdiction create an appealing and conducive environment for PEFs in Mauritius. In short, this implies that PEFs with
investments in African countries normally pay income tax in those countries to the benefit of local governments. The Mauritius
laws and agreements prevent that these taxes need to be paid again in Mauritius. Of course, all taxes payable by the investee
companies of PEFs are also paid locally to the governments where they are domiciled.
III. CONCLUSION
4. Mauritius has established itself as one of the most successful financial centers because it has created a business enabling
environment that is internationally competitive and will continue to attract PEFs operating in Africa. Some of the key features of
this competitive enabling environment include:
Established legal, regulatory29, financial and institutional framework: A stable political and social environment, coupled with an
effective judicial system, sound regulations and institutions has secured Mauritius a favorable risk and investment climate
perception. The business enabling environment in Mauritius provides clarity for companies, and allows for efficient and costeffective registration and operation of a PEF30.
Expertise in PEF administration: Mauritian service providers have acquired expertise in the financial services industry through a
long history of successful commercial dealings. As a result, technical, legal and logistical support is readily available with strong
local skills in accounting, legal and tax matters. PEFs and other financial service firms focused on Africa are drawn to this,
leading to a financial services sector that accounts for 11% of the country’s GDP.
27

Many African countries allow for a unilateral income tax credit whether for individual or corporate tax residents for taxes on income taxable on other jurisdictions
The operational income of such PEFs, from which the dividends and interest derive, is earned in, and taxed according to the laws of, the foreign jurisdictions where
it is earned
29
Mauritius’ attractive investment climate is well-noted in international data. For example, it ranks 23rdout of 183economies in the World Bank Group’s Doing
Business 2012 Report, also the highest-ranked sub-Saharan African country.
30
This is anchored in the country’s history. The Mauritius Chamber of Commerce & Industry was set up in the 1850s and the first Companies Act dates back to 1913
28
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