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Executive Summary
1. The Bank’s Country Strategy Paper (CSP) 2016-2020 for Seychelles was prepared at a time when
the country reached high-income status, and when the Government embarked upon an innovative
approach to promote the socio-economic development of the country: the concept of the ‘Blue Economy’.
Seychelles, a small island developing state with some 94,000 inhabitants (2014), has made enormous progress
in recent decades: in 1980, its gross national income (GNI) per capita was USD 2,080, while in July 2015 it
reached high-income status, following an average GNI per capita of USD 13,710 in 2013-14. By 2014, it had
reached USD 13,990, ranking the country 2nd continent-wide (after Equatorial Guinea). Also, the country’s
social indicators are strong: it has the 3rd highest Human Development Index ranking in Africa, 7 out of 8
Millennium Development Goals have been met, and poverty is virtually inexistent. Continued political stability
and good governance has been key to this success story, as evidenced by good ratings in relevant indicators.
2. Despite these positive developments, Seychelles continues to face a number of challenges. Above all,
the country suffers from insufficient economic diversification and vulnerability to external shocks, given
the dualistic structure of its economy that depends on tourism and fisheries. Therefore, the development of the
private sector is paramount to achieve a more diversified economy, reduce vulnerability and shield the country
from shocks. However, Seychelles’ private sector requires a more enabling environment to fully exploit its
potentials and expand into new business areas. Furthermore, growth needs to be made greener to better protect
Seychelles’ fragile natural environment against the adverse impacts of climate change.
3. To promote the socio-economic development of the country, the Government adopted the National
Development Strategy (NDS) 2015-19 in November 2015, with the concept of the ‘Blue Economy’ as its
centerpiece. The concept emphasizes the economic potential of Seychelles’ vast Exclusive Economic Zone, a
marine area of 1,374,000 km2 (the 2nd largest in Africa), for inclusive growth. This innovative concept integrates
conservation and sustainable use of ocean resources, oil and mineral wealth extraction, bio-prospecting,
sustainable energy production and marine transport, as well as branding Seychelles a ‘blue’ tourism destination.
4. The Bank’s new CSP 2016-20 comes at an opportune time to assist Seychelles in achieving its
development aspirations in line with the NDS 2015-19 and the ‘Blue Economy’ concept. The overarching
objective of the new CSP is to foster a more diversified economy with greater resilience to external shocks. It
also aims at creating jobs, notably for the youth and women. To achieve this objective, the Bank will apply a
two-pronged approach that focuses on the private sector as the main engine of diversified, inclusive economic
growth: investments in energy infrastructure, and support of policy reforms to establish a more conducive
business environment. Reflecting this strategic thrust, the CSP is articulated around two mutually reinforcing
pillars: Pillar 1 – Enhancing energy infrastructure to promote inclusive and green growth; and Pillar 2 –
Stimulating private sector activity in support of economic diversification though policy reforms.
5. Bank support under pillar 1 foresees one energy investment project, while pillar 2 envisages a 3-year
Program Based Operation under a programmatic approach. Whereas Bank support under its public sector
window will help create a more conducive environment for existing and new businesses in traditional and nontraditional sectors, the Bank will seek to provide targeted assistance from its private sector window and
undertake non-lending activities to specifically support the development of businesses that have the potential
to engage in high value-added, transformative economic activities to promote economic diversification in line
with GoS priorities. The new CSP builds on and consolidates the achievements of the current CSP 2011-15.
However, it is more selective and innovative in that key cross-cutting themes – green and inclusive growth as
well as gender equality – have been mainstreamed into the strategy. Another innovation is the CSP’s emphasis
on the provision of advisory services in specialized technical areas, notably financial sector development,
where the Bank will support the launch of a ‘Blue Bond’, as well as its strong underpinning by a series of
‘Analytical Briefs’ and other analytical work. The CSP is fully aligned with the Bank’s 2013-22 Ten-Year
Strategy (TYS), its “High 5” strategic priorities for scaling up of the TYS, as well as other Bank corporate
strategies and policies. It also supports the achievement of the Sustainable Development Goals (SDG).
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INTRODUCTION
The Bank’s Country Strategy Paper (CSP) 2016-20 for Seychelles was prepared at a
time when the country reached high-income status, and when the Government embarked upon
an innovative approach to promote the socio-economic development of the country: the
concept of the ‘Blue Economy’ (Box 1 on page 10 and Annex 6 provide a detailed description of
that concept). Seychelles, a small island developing state (SIDS) with some 94,000 inhabitants
(2014), has made enormous progress in recent decades: in 1980, its gross national income (GNI) per
capita was USD 2,080, while in July 2015 it reached high-income status, following an average GNI
per capita of USD 13,710 in 2013-141. By 2014 it had reached USD 13,990, ranking the country 2nd
continent-wide (after Equatorial Guinea). Also, the country’s social indicators are strong: it has the
3rd highest Human Development Index (HDI) ranking in Africa, 7 out of 8 Millennium Development
Goals (MDGs) have been met, and poverty is virtually inexistent. Continued political stability and
good governance has been key to this success story, as evidenced by good ratings in relevant
indicators.
Despite these positive developments, Seychelles continues to face a number of
challenges. Above all, the country suffers from insufficient economic diversification and
vulnerability to external shocks, given the dualistic structure of its economy that depends on
tourism and fisheries. Therefore, the development of the private sector is paramount to achieve a
more diversified economy, reduce vulnerability and shield the country from shocks. However,
Seychelles’ private sector requires a more enabling environment to fully exploit its potentials and
expand into new business areas. Furthermore, growth needs to be made greener to better protect
Seychelles’ fragile natural environment against the adverse impacts of climate change.
The Bank’s new CSP 2016-20 for Seychelles combines continuity with innovation to
address Seychelles main development issue, i.e. the insufficient economic diversification and
vulnerability to external shocks. As the Completion Report for the CSP 2011-15 shows (section
III.g.), the implementation of the strategy was a full success: it exceeded expectations both in terms
of implementation of the Bank’s lending and non-lending program as well as results achieved and
funding mobilized to the benefit of Seychelles. To build on and consolidate these achievements,
continuity of Bank support to develop infrastructure and the private sector – as requested by the
Government – is warranted. However, since the CSP 2011-15 was prepared, Seychelles reached
high-income status, as mentioned above, which implies special needs of the country that require an
innovative response from the Bank.
Accordingly, the new CSP’s overarching objective is to foster a more diversified
economy with greater resilience to external shocks. It also aims at creating jobs, notably for the
youth and women, and targets existing pockets of poverty. To achieve this objective, the Bank will
apply a two-pronged approach that focuses on the private sector as the main engine of diversified,
inclusive economic growth: investments in energy infrastructure, and support of policy reforms to
establish a more conducive business environment. Reflecting this strategic thrust, the CSP is
articulated around two mutually reinforcing pillars: Pillar 1 – Enhancing energy infrastructure to
promote inclusive and green growth; and Pillar 2 – Stimulating private sector activity in
support of economic diversification though policy reforms. Bank support under pillar 1 foresees
one energy investment project, while pillar 2 envisages a 3-year Program Based Operation under a
programmatic approach. Given its debt policy (paragraph 2.8), the Government is willing to borrow
from the Bank a relatively small amount of UA 39m during the period 2016-18 up to CSP mid-term,
despite a significant Operational Country Limit (OCL). Therefore, the Bank will not only strengthen
its role as a convener, connector and catalyst to mobilize additional funding (notably from the private
sector) for the benefit of Seychelles, but also aim to tap into Middle Income Country (MIC) and other
Trust Funds (e.g., climate change).
As an innovation, the Bank will strengthen its role as a provider of policy advice in
specialized technical areas, such as financial sector development, where the Bank will support
the launch of a ‘Blue Bond’, value chain development, strengthening resilience against climate
change, etc. Such advisory services will be provided by Technical Assistants as well as Bank staff
‘just-in-time’ through policy notes, staff missions, etc., as may be requested by the Government.
1

Another innovation is the CSP’s strong underpinning by a series of 13 ‘Analytical Briefs’ and other
analytical work, such as the Bank’s 2015 Infrastructure Action Plan (IAP). The new CSP is aligned
with Seychelles strategic framework, notably the National Development Strategy (NDS) 2015-19
and its ‘Blue Economy’ centerpiece that emphasizes the economic potential of the country’s vast
Exclusive Economic Zone (a marine area of 1,374,000 km2, the 2nd largest in Africa) for inclusive
growth. The CSP is also aligned with the Bank’s 2013-22 Ten-Year Strategy (TYS), its ‘High-5’
strategic priorities for scaling up of the TYS, as well as other relevant Bank corporate strategies and
policies. It also supports the achievement of the Sustainable Development Goals (SDG).
COUNTRY CONTEXT AND PROSPECTS
Political Context
Seychelles has enjoyed a stable political environment over the past decades, as
evidenced by sound governance indicators. Since adopting multiparty pluralism in 1992,
democratic elections have been held regularly every 5 years. President James A. Michel, leader of
the ruling ‘Seychelles People’s Party’, was re-elected in May 2011 for a 5-year mandate, and during
parliamentary elections in September 2011 the party won the majority of the seats. The main
opposition ‘Seychelles National Party’ boycotted this election, demanding that the Government
revise electoral laws governing campaign funding. This led to the establishment of the ‘Forum for
Electoral Reform Committee’, and a new electoral law was enacted in 2014 resolving that dispute.
Three new parties were registered in 2015, bringing the total number to 7 2 , demonstrating the
country’s strong democratic system. A new opposition party (Lalyans Seselwa) was formally
registered in April 2015. Presidential elections were held in early December 2015, with incumbent
James A. Michel winning a narrow majority of 50.15% of total votes, thereby securing a third and
final mandate.
In terms of governance indicators, Seychelles is among the top performers in Africa
(Annex 4): the country ranked 5th/52 in the 2014 Mo Ibrahim Index of African Governance (after
Mauritius, South Africa, Cape Verde and Botswana), with particularly high scores in areas such as
‘human development’ and ‘participation and human rights’. The World Bank’s (WB) ‘Worldwide
Governance Indicators’ show that in most dimensions of political governance (political stability, rule
of law and voice and accountability) the country is above the 50 percentile rank among the subSaharan countries surveyed in 2013. The country also ranked 43rd/175 on Transparency
International’s Corruption Perceptions Index (CPI) in 2014, reaching the 3rd place in sub-Saharan
Africa, after Botswana and Cape Verde.
Economic Context
In July 2015 Seychelles reached high-income status, following an average GNI per
capita of USD 13,710 in 2013-14. While this reflects Seychelles success in overall socio-economic
development in recent decades, the country faces a number of key challenges, above all
insufficient economic diversification. Seychelles also faces the challenges of a SIDS, notably a
small domestic economy, geographical remoteness, high transportation costs, shortness of skilled
labor, and vulnerability to climate change. Despite these challenges, Seychelles’ economic growth
has been robust in recent years, averaging 5.6% during 2011-15 (Chart 1 below), driven primarily by
tourism and Information and Communication Technology (ICT). Growth rates nonetheless registered
an overall downward trend from about 8% in 2011 to an estimated 3.5% in 2015, mainly due to
decelerating growth in construction as several large projects ended in those years. Seychelles’
medium-term growth outlook is positive, with GDP projected to grow at an average 3.5% from 2015
through 2020, with the traditional tourism and fisheries sectors expected to remain the main drivers
of growth.
Seychelles’ dualistic economic structure of tourism and fisheries makes it highly
vulnerable to external shocks. The country’s economy is based on the services sector, with a share
in total GDP of 63.4% in 2013, of which tourism almost 30% and ICT 7.2%. The service sector is
followed by agriculture (20.7% of GDP) and the industrial sector (15.9%, of which manufacturing
9.5%). While the fisheries sector only accounts for 5% of total GDP, it provides an important 26%
of foreign exchange earnings3. Tourism provides an even more significant 35% of forex earnings.
2

Given the open character of the country’s economy and its dependence on tourism and fisheries in
terms of GDP contribution, trade and employment, Seychelles is highly vulnerable to external shocks.
Heavy reliance on tourism makes it dependent on demand from other countries (notably from Europe,
accounting for 66% of tourists in
Chart 1: Key Macroeconomic Indicators (%)
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untapped potential in both
sectors for high value-added
‘niche’ activities, as well as in non-traditional sectors. Seychelles’ economy has a considerable
potential for intra-sectoral diversification in tourism and fisheries, targeting high value-added niche
activities such as business tourism, including conferences, seminars, and workshops, as well as
shrimp production, sea weed cultivation and fish processing for regional and global markets. As
regards non-traditional sectors6 , there is potential to develop the financial services sector, which
would create high-profile, skilled jobs and attract financial resources that could be channeled to
investment activities, thereby supporting the country’s overall development. There is also potential
for existing and new micro, small and medium-sized enterprises (MSMEs) to expand into a wide
range of diverse, smaller-scale economic activities if access to finance were easier. In addition, the
ICT sector offers opportunities to develop ICT-based services and reap productivity and
competitiveness gains for existing businesses through the new (since 2012) high-capacity broadband.
The move to higher value-added economic activity in traditional sectors and the expansion of
economic activity into new sectors would support the diversification and structural transformation of
the Seychelles economy, thereby reducing its vulnerability to external shocks and strengthening
socio-economic resilience.
The Government has implemented sound macroeconomic policies and comprehensive
structural reforms in recent years, which have supported robust economic growth. Seychelles has
benefitted from a series of programs with the International Monetary Fund (IMF) since its 2008 debt
crisis7. Key reforms undertaken include the liberalization of the exchange regime; revision of the
monetary policy framework to focus on liquidity management; and the restructuring of the public
debt with the Paris Club and other creditors. During the most recent IMF program review in June
2015, the Fund concluded that sound macroeconomic management has strengthened Seychelles’
economy significantly. However, despite the reforms implemented to date, further reforms are
necessary (Annex 3). In particular, access to finance has emerged as a major impediment to private
sector development (PSD) in Seychelles: while banks generally have sufficient liquidity they tend to
be reluctant to lend to MSMEs, which is, however, key to stimulate economic activity and generate
employment.
Prudent fiscal and monetary policies have helped consolidate macroeconomic stability.
Seychelles’ fiscal policies in recent years have resulted in overall budget surpluses (including grants)
that averaged 1.6% of GDP during 2010-14. Revenues (including grants) fluctuated around 36.5%
of GDP during that period, reflecting a well-functioning tax system. Expenditures were around 35%
of GDP, thus slightly below revenue levels, reflecting spending discipline. The resulting overall
budget surpluses have supported the continued reduction of the country’s public debt (paragraph 2.8).
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Over the medium term, revenues are projected to fall to around 33% of GDP, as Seychelles’ high
income status is expected to result in a decline in grants. However, total expenditure is expected to
decline concomitantly to about 33% of GDP, resulting in a projected overall surplus of about 0.2%
of GDP. As regards monetary policy, the Central Bank of Seychelles (CBS) has generally pursued a
prudent stance, thereby maintaining inflation between 3-5% during 2013-15. The CBS uses T-bills
as its main monetary policy instrument. Inflation is expected to remain below 5% in the coming
years8.
Seychelles has been able to successfully restructure its debt in recent years, which is
expected to lay the foundation of debt sustainability in the medium term. In 2008, the country
adopted a target of reducing total public debt below 50% of GDP by 2018. Debt rescheduling took
place during 2009-13, and at end-2014 Seychelles’ total public debt stock stood at 65.5% of GDP (of
which domestic debt 30%, and external debt 35.5%, down from 89.9% at end-2009). The IMF/WB
debt sustainability analysis (DSA) of July 2015 indicates that public debt remains close to the 70%
indicative debt distress threshold of the DSA framework.
Seychelles external current account continues to register large though declining deficits,
reflecting the country’s open economy yet implying a high vulnerability to external shocks. The
current account deficit in 2014 improved slightly to 21.3% of GDP, from around 22% during 201013, as a result of higher tuna exports and receipts from tourism, combined with only a small increase
in imports, the latter reflecting decreasing oil prices in the second half of 2014. During 2010-14,
exports of goods and services averaged 100% of GDP, while imports of goods and services averaged
122%. The resulting current account deficit was financed mainly by foreign direct investment (FDI;
about 16% of GDP). Remittances averaged only 1% of GDP, and thus play a negligible role for
Seychelles’ external accounts 9 . Official reserves increased in 2014 to 4.6 months of imports
(compared to only 2.9 months in 2011) and are expected to remain above 4 months through 2020.
The Bank will continue to closely monitor Seychelles’ macroeconomic performance, with a special
focus on critical variables such as the external current account and public debt.
Economic and Financial Governance: Seychelles in recent years has made good
progress towards a sound public financial management (PFM) system, but there are still areas
that require further effort10. The latest Public Expenditure and Financial Accountability (PEFA)
assessment was undertaken in 2011. The main weaknesses it identified pertain to the credibility of
the budget, procurement, accounting, reporting and external scrutiny (functioning of the Government
Audit Committee). These weaknesses were addressed by the Government through the PFM Action
Plan 2012-14. A new PFM Action Plan 2015-17, building on the achievements of the previous Plan,
is currently being implemented, focusing on (i) reinforcing the oversight of State Owned Enterprises
(SoE); (ii) consolidating SoE accounts with government accounts; (iii) introducing a Medium-Term
Budget Framework (MTBF); and (iv) rolling out Performance-Based Budgeting to additional
ministries. To assess the achievements to date in strengthening PFM, the Government intends to
undertake a new PEFA assessment in 2015/16. Shortcomings in PFM have been addressed by the
Bank (through PBOs) and other DPs (notably the World Bank). Specifically, the Bank’s Inclusive
Private Sector Development and Competitiveness Program (IPSDCP) I 2013-14 supported the
implementation of Seychelles PFM Action Plan 2012-14. The ongoing IPSDCP II 2015-16
(approved in September 2015) builds on IPSDCP I and further strengthens PFM.
Key issues identified by the Bank’s Country Fiduciary Risk Assessment (undertaken
in February 2015, Annex 13) are related to budget formulation as well as audit and reporting,
which showed elevated risk. The Bank recommends strengthening the internal audit division in
terms of recruiting staff and training, and step up capacity training for the Procurement Oversight
Unit (POU). These issues are being addressed by the IPSDCP II. The Bank’s Country Policy and
Institutional Assessment (CPIA) scores for Seychelles have continuously improved since 2009, from
an overall rating of 3.29/5 to 4.10 in 2014 (Annex 4). With specific regard to the CPIA’s
‘Governance’ cluster, criteria that were rated low (i.e., between 3.00-3.38) in recent years are ‘quality
of the public administration’ and ‘transparency, accountability and corruption’. Actions to improve
these scores, also supported by the IPSDCP II, focus on enhancing the external scrutiny of the
Government’s financial statements, improving the land/real estate registry, and increasing efficiency
4

in the public administration. Strong CPIA Governance criteria include ‘quality of budgetary and
financial management’ (4.00) and ‘efficiency of revenue mobilization’ (4.50)11.
Private Sector: As the main contributor to GDP and source of employment, Seychelles’
private sector plays an important role in the country’s economy. However, although important
reforms have taken place in recent years, the business environment needs to be further improved to
unlock the sector’s full potential. While the Central Government accounts for 20% of Seychelles’
GDP (2014), the remainder (80%) is contributed by the private sector and SOEs12. About 90% of the
private sector’s work force is employed by MSMEs, estimated at 5,000-7,000 firms, of which most
in the services sector, as well as cottage industries, small-scale agribusiness and fisheries. Seychelles’
total formal work force was about 45,000 persons (equivalent to 48% of the total population of
94,000), subdivided as follows: Central Government (about 10,000 persons), private sector (33,000,
35% of the population), and SOEs (2,000).
Seychelles’ overall ranking in
Table 1: Seychelles - Ease of Doing Business
2009 2012 2015
international
business
environment Item
indicators is not commensurate with its Number of countries surveyed 181 183 189
68
113
127
advanced development status. The indicators Starting a business
Construction permits
56
54
48
(Table 1) show that the country’s business Getting electricity
…
149
130
environment still requires improvement so as to Registering property
55
63
78
unlock the private sector’s full potential 13 . Getting credit
163
166
171
Seychelles did make some headway in the 2015 Protecting investors
53
65
56
40
16
43
Doing Business Report (DBR): it is ranked Paying taxes
th
Trading
across
borders
90
33
42
85 /189 overall, up 17 ranks over 2012.
Enforcing
contracts
62
84
103
th
Although it is ranked 6 in Africa, three areas
Resolving insolvency
181
183
61
th
remain very weak: ‘starting a business’ (127 ), Overall Ranking
104
103
85
‘getting electricity’ (130th) and ‘getting credit’ Source: World Bank Doing Business Surveys
(171st). The strongest areas are ‘paying taxes’
(43rd) and ‘trading across borders’ (42nd), albeit both lower than in 2012; the ranking for ‘resolving
insolvency’ improved strongly from 183rd in 2012 to 61st when Seychelles established a Commercial
Court. The Global Competitiveness Report (GCR) ranked the country 92nd/144 in 2014-15, compared
to 80th in 2013-14, with ‘access to finance’ given as the most significant obstacle14.
The Government has undertaken reforms in recent years to promote private sectorled growth. It has made progress towards regulatory simplification, financial sector development and
the strengthening of PFM, while at the same time reducing its own role in the economy. It has
implemented several initiatives to support the MSME sector, including the adoption in 2013 of an
MSME financing scheme, a refocusing of the Development Bank of Seychelles (DBS) on MSME
financing, launch of the Small Enterprise Promotion Agency (SEnPA) to assist MSMEs in setting up
businesses and providing training to enhance business management skills, and the establishment of
the Small Business Finance Agency (SBFA) offering a subsidized financing scheme for MSMEs and
of the Ministry for Investment, Entrepreneurship Development and Business Innovation to strengthen
the investment climate.
However, despite the reforms undertaken, Seychelles’ private sector continues to be
hampered by several bottlenecks. The most pressing are:
i.
Limited access to finance, in particular by MSMEs;
ii.
Infrastructure gaps, notably including energy but also port facilities;
iii. High production costs (labor, utilities, rental) given the small domestic market; and
iv. Skills gap, characterized by a mismatch between labor demand and supply.
The Government is aware of the need to undertake additional policy reforms to make
Seychelles’ private sector more vibrant and diversify the economy. Seychelles’ PSD strategy is
spelled out in the ‘Seychelles 2017 Strategy’ launched in 2007, and the ‘National Development
Strategy’ (NDS) 2015-19 (section III.a), adopted in November 2015. The 2017 Strategy has
‘Enhancing Competitiveness’ as one of four ‘strategic priorities’, while the NDS has ‘Economic
Development’ as one of four ‘key results areas’, emphasizing the need for economic diversification
and MSME development. The NDS promotes the development of the private sector through three
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main strategic objectives: economic growth, macroeconomic stability, and equity. Reforms
envisaged by the Government to support PSD focus on improving the management and sustainability
of SoEs and further reducing their role15 in the economy, as they continue to restrict private sector
activity, notably in trade. Other PSD reforms aim at tackling human resource capacity bottlenecks,
and revising existing labour laws to achieve a sustainable balance between labour competitiveness
and workers’ rights. Furthermore, the Government is currently finalizing the ‘Seychelles Sustainable
Industrial Competitiveness Policy (SSICP) 2015-20’, which focuses on manufacturing, processing
and re-processing, value addition, diversification of exports, and competitiveness of local industries
to promote structural transformation.
Financial Sector: Seychelles’ financial sector is reasonably well developed and
adequately capitalized. However, limited access to finance remains a major bottleneck to PSD.
Seychelles financial sector consists of one development bank (DBS) and six commercial banks with
25 branches operating in the country (four of the latter are foreign owned and two are previously
state-owned banks). There are also a pension fund and four insurance companies, mainly investing
in government securities16. In addition, a Securities Exchange began operating in 2012 (based on the
2007 Securities Act), currently listing three companies. However, it does not comply with the
standards of the International Organization of Securities Commissions (IOSCO). The Government is
taking steps to become a member of IOSCO and convert the Securities Exchange into a Stock Market.
Seychelles’ financial sector remains adequately capitalized, as evidenced by the capital to riskweighted assets ratio of 21.7% (2014), which is above the minimum adequacy ratio of 12% under
the international regulatory framework for banks (Basel III). Nevertheless, credit to the private sector
is being constrained, mainly due to lack of collateral by MSMEs. As mentioned in paragraph 2.13,
Seychelles ranks very low on 171st in the 2015 DBR’s category ‘getting credit’. Therefore, the
Government is encouraged to take measures to promote the use of risk-based lending, rather than
collateral-based lending. Furthermore, a large part of the population still lacks access to finance,
although the number of depositors with commercial banks per 1,000 adults has increased to 562 in
2011 from 394 in 2006, while the number of borrowers increased from 70 to 106 per 1,000 adults
during the same period17.
The Government in 2014 adopted the Financial Sector Development Implementation Plan
(FSDIP) 2014-17, which, as its main objective, aims to improve access to finance. The FSDIP covers
six areas, focusing on strengthening financial markets, infrastructure and literacy, MSMEs’ access to
credit, payment systems, and banks’ and Non-bank Financial Institutions’ (NBFI) supervision and
regulations 18 . Under the FSDIP, the CBS has started implementing an 18-month action plan to
strengthen risk-based supervision and increase minimum capital requirements in the banking sector.
Also, a Financial Services Authority (FSA) was created in 2014 to regulate and supervise the nonbank financial institutions (NBFIs), including the insurance and security markets sectors. However,
limited progress has been made in implementing the other reforms envisaged by the FSDIP. Thus,
the issue of limited access to finance persists and needs to be addressed forcefully as Banks and other
financial intermediaries continue to display a high risk aversion to lending to businesses and
individuals. Also, non-bank and non-traditional financing remains largely untapped 19 . The
Government has confirmed its commitment to fully implement the remaining reforms envisaged
under the FSDIP, notably to strengthen SEnPA’s capacity to provide training to MSMEs in the
preparation of bankable business plans and loan applications; promote lending product innovation of
commercial banks; and to make it mandatory for all banks to include an explicit MSME lending
strategy in their annual business plans. In addition, the Government envisages to undertake a financial
literacy training program for NBFIs, as their staff still lacks expertise in the regulation of the insurance
and pension sectors.
Regional Integration: Seychelles is a pro-active player in regional economic bodies but
its geographical remoteness and small domestic market size limit the benefits it can draw from
regional integration 20 . Seychelles became a formal member of the World Trade Organization
(WTO) in April 2015, and domestic legislation is currently being reviewed with a view to aligning it
with WTO rules and regulations, in particular non-tariff barriers. The country is a member of the
Indian Ocean Commission (IOC) and is emphasizing integration with its island neighbors. Seychelles
has an open trade regime: 94% of imports enter at a zero tariff, with average tariffs of 4.6% on
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agricultural and 0.3% on non-agricultural products. The European Union (EU), led by Spain, France
and the United Kingdom, is Seychelles’ largest trading partner for both imports and exports. With
the recent strengthening of African ties, increased opportunities in Africa for Seychellois fish exports
are being pursued. However, as high transport cost and the limited potential for economies of scale
make it difficult for Seychelles to compete through low prices, the country needs to focus on high
value-added quality products it can sell on regional and global markets.
Infrastructure: Seychelles’ infrastructure is well developed on the main group of
islands that have the major population centers. However, investments to modernize and upgrade the existing energy, transport and water infrastructure are necessary to meet future
demand and enable GDP growth. On the main islands, 99% of the population has access to utilities
and a good transport infrastructure (Annex 12) 21 . Specifically, as regards the energy sector,
Seychelles Energy Policy 2010-30 is articulated around five pillars 22 , aiming to reduce oil
dependency, increase energy efficiency, and reduce Seychelles’ carbon footprint. This footprint is
currently high, as Seychelles overwhelmingly uses diesel fuel to generate electricity. The
Government acknowledges the need to transition to a low-carbon economy and is implementing a
strategy to increase the use of renewable energy from 4% in 2014 to 15% by 2030. Seychelles Public
Utility Corporation (PUC) produces the vast majority of electricity in the country23. However, there
are also private operators on the smaller islands that produce power using diesel engines. Seychelles
current generation capacity is 79.3 Megawatts (MW), but the country’s safe generation capacity (i.e.,
without exceeding design thermal limits) is only 52.4 MW. This is below total peak demand of 53.4
MW, although the power deficit occurs for now only on the island of Praslin. Given future increases
in electricity demand, additional investments in energy generation are required. As regards
transport, Seychelles has approximately 508 km of roads that are over 96% surfaced24. Port Victoria
is the only port that can handle the import and export of goods for Seychelles. It and the Seychelles
International Airport need to be expanded to sustain economic growth. However, the projects are
very costly, especially in the context of limited fiscal space given Seychelles’ debt policy. Also, even
though roads are becoming more congested, expansion is difficult because of the mountainous terrain
and limited right-of-way, pointing to public transportation playing an increasing role. These
constraints make it all the more important for Government to address the ‘soft’ infrastructure issues
in the sector, notably by developing a National Transport Master Plan25.
Access to water is good, but a growing demand for fresh water requires Seychelles’ existing
water supply infrastructure to be strengthened26. In particular, water shortages/rationing are common
(especially in the drier months), and non-revenue water (NRW) loss is high at 48% due to an aging
reticulation system. Together with its energy producing activities, the PUC has been running
operating losses over the last 5 years, although it is currently undertaking their rehabilitation and is
addressing the high NRW losses through a pipe and meter repair and replacement strategy. These
issues are addressed in the Bank-financed Seychelles Water Development Plan (SWDP) 2008-30,
which identifies and prioritizes modernization and upgrading options for the country. Furthermore,
the Mahé Sustainable Water Augmentation Project, MSWAP, financed by the Bank and approved in
April 2015, increases water storage on the main island. As regards ICT, in August 2012 the
Seychelles East Africa Submarine (SEAS) cable project, co-financed by the Bank, connected
Seychelles directly to mainland Africa via an international submarine cable27. Total international
internet bandwidth capacity increased to 2.8 Gigabytes per second by the end-2014, tripling
bandwidth capacity. However, given Seychelles’ advanced development stage, online services are
still relatively undeveloped and especially businesses could make greater use of ICT services. The
Government is developing regulations that allow legal recourse regarding issues of quality of service
standards. The standards, identified by the Government, aim at ensuring reliable and efficient delivery
of highest quality communication and broadcast services and protection of the welfare of end-users
in Seychelles.
Agriculture: Given Seychelles small land area available for cultivation, the sector’s
potential is limited. However, potential exists for horticulture and small livestock husbandry
by MSMEs. The main production units are registered commercial farmers and household gardens.
Livestock has so far played a minor role in Seychelles’ agricultural sector. High production costs
have shrunk the 2014 market share of local production of foodstuffs to 28%, compared to 72% for
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imports28. The main constraints to agricultural development are shrinking arable farmland, high labor
costs, limited capacity for agricultural extension services (including marketing), an ageing agriculture
infrastructure, including irrigation networks, and lack of credit. Potential exists for new activities,
such as horticulture and small livestock husbandry by MSMEs that cater to the tourist industry. The
Government’s strategy is to strengthen the agricultural value chain under the Comprehensive Africa
Agriculture Development Program (CAADP), signed in September 2011. Food security and nutrition
are part of Seychelles National Agriculture Investment Plan (SNAIP), currently under preparation.
For those food commodities that can be produced locally, the objective is to reduce inefficiency and
optimize productivity. In that context, the Government envisages to strengthen soil testing capacities
(to identify optimal crop selection) and the establishment of a tissue culture laboratory to maximize
high quality and disease-free crops. The Bank approved a comprehensive Agriculture Sector and
Marine Aquaculture Development Study (ASMADS), which supports the development of the
SNAIP and informs the design of new agricultural and aquaculture development projects, especially
aimed at new MSMEs. ASMADS includes a stock-taking exercise of activities under way in the
sector, including those regarding the production of foodstuffs for the tourism industry, specifically
the cultivation of poultry and horticulture. It gives special attention to ‘soft’ aspects of the sector,
notably by focusing on arrangements to stimulate cooperatives.
Social Context and Cross-Cutting Themes
Seychelles social indicators are strong: the country has the 3rd highest HDI ranking in
Africa, 7 out of 8 MDGs have been met, and poverty is virtually inexistent. According to the
2013 Millennium Development Goals (MDGs) progress report (Annex 5), Seychelles is on track for
seven of the eight MDGs, except for Goal 6 (Combat HIV/AIDS, malaria and other diseases). To
attain it, the country is providing universal access to anti-retro viral medication (ARVs). Access to
education and health services are good. Nonetheless, its ranking on the Human Development Index
(HDI) has been declining in recent years: in 2014, Seychelles was ranked 71st/187, compared to 52nd
in 2011. This decline reflects mainly a drop in the expected years of schooling, from 13.3 in 2011 to
11.6 in 201429. Despite the decline in the HDI ranking, Seychelles has the 3rd highest ranking in
Africa: 0.756 in 2015, well above the average of 0.502. Poverty in Seychelles is low, with only 0.25%
of the population living on USD 1.25 or less a day (2007), but pockets of poverty do exist30. Income
inequality is the highest in the world, with a Gini coefficient of 65.8% (2010-11)31. The Government
has been implementing a comprehensive welfare and social protection system, ensuring global access
to health and education services. Government social development expenditures accounted for 36%
of total recurrent expenditures during 2011-13. Nonetheless, challenges persist regarding skilled
labor, communicable diseases and social concerns (such as gender-based violence).
Employment: While Seychelles overall unemployment rate is low, youth
unemployment is comparatively high. Seychelles boasted an unemployment rate of only 3.1% in
mid-2014, but 20% of youths are unemployed. Only 80% of the Seychellois youth (15-24 years),
representing about 16% of the total population, are either ‘regular wage earners’ or ‘in education or
training’. Key persisting challenges include the Seychellois youths’ selectivity regarding the jobs they
accept (poor work ethics is the second problem affecting doing business according to the GCR 201415 Survey) and the mismatch between their skills level and the needs of businesses. This has led to
the use of expatriate labor, even for unskilled jobs. The Government is committed to promoting full
employment and developing skills in line with the needs of the private sector, with a view to
furthering employment generation as well as inclusiveness in a gender-balanced manner that targets
the youth and women. The Bank’s ongoing MIC grant to assist the Government in the development
of a Human Resources Development Strategy includes, among others, a skills gap analysis of the
youth and will make specific recommendations as to what training they need. Furthermore, the
Government has strategically invested in education and training, although it needs to address specific
gaps of skills and expertise, particularly at managerial, professional and technical level. To ensure
sustained and quality growth, the Government also needs to undertake social impact assessments of
its programs. The opportunities offered by employers to adequately skilled workers that address the
needs of the growing economy are in the form of jobs demanding higher and specialized skills but
also providing higher wages and thereby welfare. The Government faces the challenge of educating
youths by developing appropriate entrepreneurship, including in science and engineering, and
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mitigate the chronic shortage of graduates from tertiary and specialized education institutes that leads
to high labor costs, even though educational levels are high (95% literacy rate). To that end, the
Government is developing a National Employment Policy to develop skills in line with the changing
needs of the economy. Over the medium term this will create more employment opportunities for the
Seychellois, such as in the financial sector and processing activities in fisheries. The hiring of skilled
foreign labor in areas where Seychelles has need for expertise could be an option, e.g. in the financial
sector.
Gender Equality: Although Seychelles has made great strides towards gender equality
(e.g., as reflected by the high CPIA score of 4.50 for the gender criterion), the country faces
challenges regarding the availability of sex disaggregated data32. Furthermore, Seychelles does
not have a designated ministry or department of women or gender affairs, and although it has a
Gender Unit in the Ministry of Social Affairs, Community Development and Sport, its reduced
capacity and resources limit its effectiveness towards achieving its goals. One outcome of this
situation is that, although Seychelles is among the top Southern African Development Commission
(SADC) countries to have met targets for female representation at all decision-making levels, more
than twice as many men are employed in the private sector as women, based on preliminary data. At
the same time, though, as regards key positions in the Central Government, in 2012 63.7% were
women (compared to 36.3% men) and 44% of national assembly members in 2012 (compared to
24% in 2010) are women. Gender disparities are visible among vulnerable groups, with more women
than men receiving welfare support from the Government, particularly single young mothers.
Recognizing increases in gender-based violence, the Government is finalizing its National Gender
Policy with stakeholders. In that context, the Government is envisaging gender and inclusion analyses
to cover aspects of education and training, access, employment and decision making, as well as a
reinforcement of Seychelles’ gender structure.
Environment and Climate Change: Seychelles’ 115 islands are fragile due to climate
change and environmental degradation33. Vulnerability to climate change is related notably to
rising sea levels, marine degradation (coral bleaching), increasing urbanization and extreme weather
phenomena, including floods and droughts. Weak institutional coordination and limited human
resources compound these issues. Seychelles ratified the United Nations Framework Convention on
Climate Change (UNFCCC) in 1992, and signed the Kyoto protocol in 1998. The Seychelles
Sustainable Development Strategy (SSDS) 2012-20 aims at ensuring that the country meets the needs
of present and future generations regarding environmental management and climate change.
Seychelles has become a forerunner in climate change issues, and the country has in place various
strategies that address environmental management and climate change. Existing mitigation strategies
are being strengthened, with the Government pioneering in environmental protection and
conservation: Seychelles has one of the highest percentages of protected areas in the world, with
about 47% of the total land area designated as environmentally fragile and under protection. While
the country is largely dependent on imported fuel to meet its energy needs, it has potential to reduce
its green footprint, particularly through renewable energy (RE) generation. Steps have been taken to
increase generation, notably from solar energy and wind power. The Government has set targets for
the share of RE generation of 5% by 2020 and 15% by 2030 [in 2014, the RE contribution was an
estimated 4%, with 1 MW (1%) generated from solar and another 6 MW (3%) from wind power].
Seychelles submitted their Intended Nationally Determined Contribution (INDC) in September 2015:
the country aims to reduce its economy-wide absolute GHG emissions by 122.5 ktCO2e (21.4%) in
2025 and estimated 188 ktCO2e in 2030 (29.0%) relative to baseline emissions. These targets are
consistent with the objectives of the CSP.34
STRATEGIC OPTIONS
a.
Country Strategic Framework
3.1
Seychelles’ long-term development priorities are articulated in the ‘Seychelles 2017
Strategy’. Aligned with it, the Government officially adopted the National Development Strategy
(NDS) 2015-19 in November 2015, making the concept of the ‘Blue Economy’ its centrepiece. The
‘Seychelles 2017 Strategy’ was launched in 2007 with four strategic priorities: (i) sound
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macroeconomic management; (ii) enhancing competitiveness and good governance; (iii) fostering
equity; and (iv) improving infrastructure, land management and biodiversity. As demonstrated in the
previous chapter, considerable progress has been made under the Strategy towards achieving
macroeconomic stabilization, improving governance and financial management, reforming and
strengthening social safety nets, and investing in vital infrastructure while preserving the country’s
rich natural endowment. The NDS 2015-19 supports the priorities of the 2017 Strategy by focusing
on the four ‘key results areas’ of Governance, Economic Development, Social Development, and
Environment and Energy. Under Economic Development emphasis is given to the need for economic
diversification and development of MSMEs and the financial sector. The NDS is predicated on the
Blue Economy concept, summarized in Box 1 below and presented in detail in Annex 6. The
‘Seychelles 2017 Strategy’ and the NDS 2015-19 are complemented by various sector strategies,
such as the SSICP 2015-20 (paragraph 2.16), FSDIP 2014-17 (paragraph 2.18), SSDS 2012-20
(paragraph 2.26), SNAIP 2015-20 (paragraph 2.22), Seychelles Energy Policy 2010-30 (paragraph
2.20), and Seychelles Water Development Plan (SWDP) 2008-30 (paragraph 2.21).
Box 1: Seychelles’ Blue Economy
Seychelles has been actively promoting the ‘Blue Economy’ concept, which emphasizes the economic potential of the
ocean's resources for inclusive growth while protecting maritime resources. It focuses on four key components aimed at
improving economic growth, food security, poverty reduction, sustainable livelihoods and social protection:
 Economic diversification - to reduce vulnerability from reliance on a small number of existing sectors and to increase
the %GDP derived from marine sectors.
 Creation of high value jobs – while unemployment levels in Seychelles are not high, the creation of higher value jobs
is seen as a priority.
 Ensure food security - through effective and sustainable utilization of marine resources.
 Manage and protect the marine environment in a sustainable and responsible manner for present and future
generations.

b.

Aid Coordination and Harmonization Mechanisms
Even though Seychelles is a high income country and financial flows from the tourism and
fisheries sectors dwarf foreign aid flows, the country does benefit greatly from assistance by
Development Partners (DPs). However, foreign aid coordination in Seychelles is hampered by the
absence of a formalized coordination framework and limited number of resident DPs. The Bank will
take the lead and work with the Government towards the establishment of an effective DP
coordination framework, using its vast experience across the continent to emulate best-practice.
Multilateral DPs have mainly used budget support as an aid instrument, while bilateral DPs have
provided project financing, technical assistance (TA) and grants such as scholarships35. The main
areas of intervention by DPs have been infrastructure, health, education, and capacity building
(Annex 7), all well aligned to the country’s strategic framework. The Bank, although not having a
permanent representation on the ground, is strongly positioned in Seychelles and has a comparative
advantage in providing support to infrastructure development, PSD, and governance and capacity
building, given its experience in the country in those areas. This is evidenced by a series of lending
and non-lending operations successfully implemented by the Bank in the water and ICT sectors, as
well as three budget support operations focusing on PSD and PFM. Going forward, the Bank will
build on its comparative advantage and continue to play a lead role in infrastructure development,
private sector development and governance. The Bank has closely coordinated with other DPs.
Specifically, as regards budget support, with the only providers currently being the WB and the
AfDB, coordination between the two institutions and with the Government is particularly strong. The
East Africa Resource Center’s (EARC) presence in the region, with its critical mass of competencies
and skills, has greatly facilitated dialogue with the Government and DPs and ensured a high degree
of responsiveness to requests from the authorities and country stakeholders.
c.
Strengths and Opportunities; Weaknesses and Challenges
Seychelles has many strengths and opportunities, but also faces challenges and
weaknesses. These have been discussed in detail in the previous sections and are summarized in Box
2 below. Overall, Seychelles is a successful country, having achieved high-income status in 2015 and
enjoying strong socio-economic development indicators. The by far most significant challenge the
country is facing is the diversification of the economy, as its dependence on tourism and fisheries
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implies a high vulnerability to external shocks. Other challenges, albeit to a lower extent, include
youth unemployment and exposure to climate change.
Box 2: Strengths and Opportunities; Weaknesses and Challenges
Strengths and Opportunities
i. Political stability. Seychelles over the past decades has enjoyed a stable political environment and good
governance, laying the foundation for its successful socio-economic development.
ii. High value-added tourism sector. The tourism sector will remain the mainstay of the Seychelles economy for the
foreseeable future. However, there is potential to expand into higher value-added niche activities (e.g., conferences,
business tourism).
iii. Large fishing area. Seychelles is seizing the opportunity to develop its Blue Economy given its abundant fisheries
resources. This also includes the potential for higher value-added activities.
iv. Strong ICT sector. The new higher-capacity ICT broadband offers opportunities to develop ICT-based services
and to reap productivity and competitiveness gains for existing businesses.
v. Government commitment to PSD. The Government recognizes that the private sector is the main engine of
growth and major vehicle to achieve greater economic diversification. However, further reforms are needed to fully
exploit the potentials of the private sector.
Weaknesses and Challenges
i. Insufficient economic diversification and vulnerability to external shocks. Given its insufficiently diversified
economy, Seychelles is particularly vulnerable to external shocks.
ii. Youth unemployment. Seychelles suffers from a skills gap, characterized by a mismatch between labor demand
and supply that has resulted in high labor cost.
iii. Vulnerability to climate change, notably through rising sea levels, marine degradation, and extreme weather
conditions.
iv. Infrastructure bottlenecks. Notably in transport (roads, ports) and energy.
v. Inadequate access to finance. This remains a major impediment to PSD, especially for MSMEs, hindering growth,
diversification and competitiveness.
vi. Geographical remoteness and small size. Seychelles’ geographical distance from major markets and its small
market size increase the costs of imports and exports, imposing a hidden tariff on trade.
vii. Weaknesses in economic and financial governance. The 2011 PEFA and Bank’s CPIAs for Seychelles have
identified PFM weaknesses that need to be addressed through further reforms.

Key Findings of the Country Portfolio Performance Review (CPPR) 201536
Cumulative commitment and sectorial distribution. The Bank commenced operations in
Seychelles in 1978 and has since approved 34 operations. The cumulative value of approvals, net of
cancellations, as at Dec 2015 was UA 134.2m, of which 82.5% from the ADB, 8% from the African
Development Fund (ADF), 8% from the Nigeria Trust Fund (NTF), and the remaining 1.5% from the
Africa Water Facility (AWF) and Fund for Africa Private Sector Assistance (FAPA). The Bank’s
current active portfolio covers 11 operations (as of December 2015), with total commitments, net of
cancellations, amounting to UA 34.7m, and UA 1.0m disbursed. Eight of the ongoing operations are
small grants of less than UA 1m each using MIC TF (6), FAPA (1) and AWF (1) resources,
accounting for 12.1% of the portfolio value. The three other active operations (the MSWAP,
IPSDCP-II and PBPCG) make up 87.9% of the portfolio value. The sectoral distribution of the active
portfolio reflects the single CSP 2011-15 pillar and its three subcomponents. Operations in the
infrastructure sector (ICT and water and sanitation) accounted for 49% of the portfolio value,
followed by multi-sector (partial credit guarantee, statistical capacity development, TA for the
Development of the PPP Legal, Regulatory and Operational Framework and MSME Development
Project) accounting for 48%, agriculture sector (2%), and social sector (1%).
Portfolio performance. Implementation of the on-going and completed projects was
generally satisfactory, with an overall assessment score of 2.55 (on a scale of 0 to 3). The
disbursement rate as at December 2015 was 5.1% for public sector operations with an average age of
1.6 years and the 3 large value operations that account for 87.9% of the portfolio being at start-up
phase. There were no problematic projects (PPs) or potentially problematic projects (PPPs) in the
portfolio. To further improve portfolio performance, measures to ensure efficient management and
implementation of projects were proposed based on the experience during the CSP 2011-15.
Portfolio performance issues and improvement plan. Main performance issues include:
(i) slow start-up of operations after approval due to inadequate quality-at-entry and implementation
capacities at the time of approval: the Bank will actively involve its fiduciary staff in the preparation
and launching of future projects. Stakeholders will also be more actively involved in project
d.
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preparation to ensure adequate quality-at-entry; (ii) implementation delays due to lack of capacity:
the Bank will improve the frequency of project supervisions, and work with the Government to
provide training and capacity building for project executing agencies’ staff on key areas like
procurement, disbursement, M&E, etc.; (iii) high transaction due to relatively small size of
operations: the Government and the Bank will combine studies of similar nature to avoid multiplicity
of very small operations and reduce transaction costs, in as much this does not impair Seychelles
access to grant resources (e.g. MIC grants; paragraph 4.17).
e.
Key Findings of the CSP 2011-15 Completion Report (CR)
The implementation of the CSP 2011-15 was a full success: it exceeded expectations
both in terms of implementation of the Bank’s lending and non-lending program as well as
results achieved and funding mobilized to the benefit of Seychelles. The CSP 2011-15 was
approved by the Bank Group’s Boards of Executive Directors in April 2011. It was articulated around
a single pillar ’Strengthening Private Sector Development and Economic Competitiveness’ and
comprised three components: (i) Infrastructure development; (ii) Enabling financing and regulatory
environment; and (iii) Human capacity development. A mid-term review (MTR) of the CSP 201115 was undertaken in 2013 and approved by the Bank Group’s Committee on Operations and
Development Effectiveness (CODE) in November 2013. At the time of the MTR, the Government
asked for Bank resources to support economic and financial reforms through a PBO and for
infrastructure development, particularly in the water sector. The Bank supported the adjustment of
the CSP, and, while maintaining its original thrust, expanded the focus on financial governance. The
CR of the CSP 2011-15, combined with the CPPR 2015, was approved by CODE in November 2015.
The implementation of the Bank’s lending and non-lending program was successful
and led to an over-achievement in terms of results. The original CSP 2011-15 envisaged 5 lending
operations and 4 non-lending operations. By September 2015, 4 lending operations and 10 nonlending operations had been approved, allowing Seychelles to benefit from Bank resources totaling
UA 47.8m, which largely exceeded the amount of UA 36.6m envisaged in the original CSP. All
approved lending operations were fully consistent with the overall strategic thrust of the CSP and
aligned with its single pillar and three subcomponents. Regarding non-lending, the much greater
number of operations approved than originally envisaged implied the mobilization of grant resources
(UA 3.2m) above the originally envisaged amount (UA 1.6m) to the benefit of Seychelles. Also, the
large number of analytical works has allowed Seychelles and the Bank to build a stronger knowledge
base, which is expected to result in enhanced lending in the future. With regards to results, the CSP
achieved 17 outputs and 12 outcomes, compared to 10 outputs and 11 outcomes foreseen in the
original CSP document. Results were distributed over the strategy’s three components in a fairly
balanced manner. Finally, those interventions that are still in the start-up phase are being carried over
into the CSP 2016-20 and will generate additional results. Overall, the CR concluded that the CSP
2011-15 has more than met expectations in terms of results and made an important contribution to
Seychelles’ overall development objectives.
The CR concluded that the key issues identified for dialogue were relevant and that
dialogue in those areas has actively taken place. The CSP 2011-15 identified four issues for
dialogue: (i) Government’s commitment to reforms; (ii) DP coordination; (iii) portfolio performance;
and (iv) enhancing regional integration. All issues were discussed with the Government37. At the time
of the MTR, three dialogue issues were added: (i) the products and services that the Bank can offer
to respond to the needs and priorities of Seychelles, including on the ‘green’ economy; (ii)
opportunities for strengthening the private sector and increasing CSO participation in economic
dialogue; and (iii) strengthening PFM, including through a new PEFA exercise. Those issues were
also all discussed with the authorities. In particular, item (iv) was specifically introduced at mid-term
to address the Government’s request for a PBO and led to the decision by the Government to program
a PEFA assessment for late 2015. The overall conclusion is that the areas for policy dialogue were
well chosen, they were relevant, and the dialogue was effective.
f.
Lessons Learned from the CSP 2011-15 Completion Report and CPPR 2015
The new CSP 2016-20 builds on the experience made by the Bank in the
implementation of the CSP 2011-15. One of the key lessons is the need for greater selectivity: while
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the current CSP 2011-15 has been articulated around one single pillar, it nevertheless lacked
selectivity as it actually comprises 3 sub-pillars (“components”) stretching across various sectors.
Another key lesson is the need for the Bank to play a stronger role as a connector, convener and
catalyst to mobilize additional resources (notably from the private sector and co-financing from DPs),
given that the Government (despite a significant OCL from the Bank) is willing to borrow only to a
very limited extent from the Bank and other DPs due to its debt policy (paragraph 2.8 and footnote
40). Other important lessons to be taken into account in the design of the new CSP 2016-20 are
summarized in Box 3.
Box 3: Key Lessons for the new CSP 2016-20
Need for continuity but more attention required for economic diversification: To build on and consolidate the
achievements made by the Bank under the CSP 2011-15, the new CSP should continue to support PSD. However,
greater attention needs to be given to economic diversification and expansion into higher value-added,
transformative economic activities, with a view to strengthening resilience against external shocks and maximizing
employment effects/inclusiveness. Also, aspects of green growth deserve greater attention, in particular low-carbon
energy generation.
ii. Better address Seychelles’ specific needs as a SIDS: As a SIDS, Seychelles is vulnerable to external shocks
(notably related to tourism, fisheries and energy imports), has limited availability of skilled labor, and suffers from
geographical remoteness and a small market size with limited potential for economies of scale that makes it
comparatively less attractive for investors. Also, waste management, particularly in the tourism sector, is becoming
increasingly challenging. These issues undermine Seychelles competitiveness and require economic diversification
to build resilience, investments in the energy sector, capacity building and skills development, as well as greater
integration in the regional and global economy.
iii. The Bank should play a stronger advisory role: Seychelles’ specific needs as a high income country include policy
advice in areas such as financial sector development, value chain development, resilience to climate change, etc.
iv. Optimizing the choice of instrument for Bank interventions: The Bank's PBOs in Seychelles have had a
significant developmental impact38. Therefore, the instrument of PBO should be used going forward.
v. Portfolio performance is healthy but further improvement is required: The Bank’s portfolio performance has
been satisfactory overall. However, stakeholders should be more involved with a view to build capacity.
i.

BANK GROUP STRATEGY 2016-2020
The Bank’s new CSP has several innovative features that distinguish it from the
previous strategy and strengthen the Bank’s positioning and relevance as a key Development
Partner for Seychelles. As mentioned in Chapter I, the Bank’s new CSP 2016-2020 for Seychelles
was prepared at a time when the country reached high-income status. This implies special needs of
the country that call for an innovative response from the Bank. Specifically, as a high income country,
Seychelles requires policy advice in selected specialized technical areas, e.g. financial sector
development, value chain development, building resilience to climate change, etc. Such advisory
services – a key feature distinguishing the new CSP from the previous strategy – will be provided by
the Bank through Technical Assistants as well as Bank staff ‘just-in-time’, as may be requested by
the Government. Another innovation supported by the Bank’s new CSP is Seychelles Blue Economy
concept, which emphasizes the economic potential of the country’s marine resources for inclusive
growth. In this connection, the Bank will assist the Government in the issuance of a sovereign ‘Blue
Bond’, which is an innovative financing instrument to support the environmentally sustainable
development of Seychelles’ fisheries industries. Also, the new CSP will put a stronger focus on
Seychelles needs as an SIDS (as explained in Box 3 above). Another innovation is the new strategy’s
strong underpinning by a series of ‘Analytical Briefs’ and other analytic work is another important
innovation. Finally, the CSP will support Seychelles in the achievement of the Sustainable
Development Goals (SDGs). The following sections present the Bank’s strategy 2016-2020 for
Seychelles.
Rationale and Strategic Selectivity – Maximizing Impact of Bank Assistance
As demonstrated above, Seychelles enjoys many strengths and opportunities but also
faces challenges and weaknesses – first and foremost the insufficient diversification of the
economy. Given the authorities’ limited room for manoeuvre regarding the contracting of new debt
(as explained in paragraphs 1.4 and 3.10 above), a well-focused, selective response is needed to
maximize results and impact of Bank assistance. Discussions with the authorities and IMF suggest
total annual amounts of around USD 13m for sovereign borrowing from the ADB window during
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2016-1839. This relatively small lending amount requires a careful selection of new operations to be
funded by the Bank to maximize developmental effectiveness. To put the new CSP’s strategic and
operational choices (i.e., ‘pillars’ and ‘projects’) on a rational basis, a set of selectivity criteria has
been developed:
i.
Consultations with the Government and country stakeholders.
ii.
Alignment with Seychelles’ strategic framework and with the Bank’s corporate strategies.
iii. Analysis of Seychelles’ most pressing development challenges.
iv. Complementarity/synergy of Bank assistance with DPs’ interventions.
v.
Lessons from the previous CSP.
vi. Comparative advantage of the Bank.
vii. Analytical Work.
The most important criterion is consultations with the Government and country
stakeholders on priority areas for Bank support. The Government made a strong case to the Bank
that economic diversification and building resilience to shocks is the country’s top priority. It also
requested for continuity of Bank assistance in the infrastructure sectors, notably energy, and for
further support of policy reforms, both with a view to creating a more conducive environment for
private sector activity and job creation, notably for the youth. Annex 10 summarizes the findings of
the consultative process with stakeholders.
4.4
Another key selectivity criterion is alignment of the new CSP with Seychelles’ strategic
framework, notably the NDS 2015-2019 with its Blue Economy centerpiece (discussed in detail
in section III.a.), as well as with the Bank’s corporate strategic framework, notably the TYS 20132022 with its twin objectives of inclusive and green growth and its core operational priorities of
infrastructure and PSD (IV.b.). The new CSP is also aligned with the Bank’s “High 5” strategic
priorities, its PSD Strategy 2013-2017, Gender Strategy 2014-2018, Transition Strategy 2014-2019,
Regional Integration Policy and Strategy 2014-2023 and Regional Integration Strategy Paper (RISP)
2011-16 for Eastern Africa. The CSP also takes into account the findings of the visit to Seychelles by
Bank Executive Directors in September 2015 (Annex 14) as well as CODE’s recommendations of
October 2015. The contextual analysis undertaken in chapter II highlights Seychelles’ insufficient
economic diversification and vulnerability to external shocks as the country’s overarching
development challenge. Youth unemployment and exposure to the effects of climate change
represent additional challenges. Other important selectivity criteria are complementarity and
synergies of Bank assistance with those of other DP’s (section III.b.), lessons from the Bank’s
previous CSP (sections III.d.-f.), as well as its comparative advantage (section III.b.). Finally, the CSP
is underpinned by a wide range of analytical work recently undertaken by the Bank and other DPs.
Specifically, Bank staff (i.e., Economists and Sector Experts) in 2015 prepared a set of ‘Analytical
Briefs’40 to reinforce the CSP and inform its strategic and operational choices. While their findings
are summarized in Annex 11, the Briefs are posted on the following website:
http://intranet3.afdb.org/?q=en/earc/sitepage/csps. Also, the Bank in 2015 completed an
Infrastructure Action Plan (IAP) for Seychelles, which identifies and prioritizes specific infrastructure
projects in support of the country’s overall socio-economic development.
CSP Overarching Objective and Strategic Pillars
4.5
The overarching objective of the Bank’s CSP 2016-2020 for Seychelles is to foster a
more diversified economy with greater resilience to external shocks, which represents the
country’s most fundamental development challenge. It also aims at creating jobs notably for the
youth. To achieve this objective, the Bank will apply a two-pronged approach that focuses on the
private sector as the main engine of diversified, inclusive economic growth: investments in energy
infrastructure and support of policy reforms to establish a more conducive business environment.
Reflecting this strategic thrust, the CSP is articulated around two mutually reinforcing pillars: Pillar
1 – Enhancing energy infrastructure to promote inclusive and green growth; and Pillar 2 –
Stimulating private sector activity in support of economic diversification though policy
reforms. While Bank support under its public sector window will help create a more conducive
environment for existing and new businesses in traditional and non-traditional sectors, the Bank will
seek to provide targeted assistance from its private sector window and undertake non-lending
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activities in line with Government priorities to support the development of specific businesses that
have the potential to engage in high value-added, transformative economic activities to promote
economic diversification. The Bank’s strategy under each of the two pillars is presented below. The
Results-Based Framework (RBF) in Annex 1 presents the results (including numerical output and
outcome targets) expected from the strategy by mid-term in 2018 and completion in 2020.
PILLAR 1
Enhancing energy infrastructure to promote inclusive and green growth
Main objective. The main objective of the Bank’s Assistance Strategy under Pillar 1 is to
boost private sector activity and enable economic diversification through improved access to energy,
reduced energy cost, and more reliable energy supply. Bank support under this pillar is aligned with
two of its “High 5” strategic priorities (namely ‘Light up Africa’ and ‘Industrialize Africa’) and will
support Seychelles in the achievement of the SDGs (specifically Goal 7 ‘Ensure access to affordable,
reliable, sustainable and modern energy for all’).
CSP Outcomes 1 to 3: Increased access to more affordable and reliable energy
Bank investment in the energy sector will make supply more accessible, affordable and
reliable, thereby stimulating private sector activity and economic diversification. Bank support
under Pillar 1 will focus on expanding national transmission lines and distribution networks as well
as on up-grading and modernizing existing energy infrastructure. The Bank’s new energy project will
contribute to the goals of the Seychelles Energy Policy 2010-30, which focuses on increased energy
efficiency. The choice of the energy project has been informed by the Bank’s IAP 2015 Flagship
Study for Seychelles (as a matter of fact, it has been ranked by the IAP in 2nd place).
Companies as well as private households will benefit from improved energy supply. As
regards the former, affordable and more reliable energy stimulates economic activity in general and
the Blue Economy in particular. Reduced production costs lead to productivity gains, thereby
promoting competitiveness, which in turn creates opportunities for exports to regional and global
markets. Also, improved access to energy opens up new business opportunities, especially for
MSMEs. Hence, not only Seychelles’ traditional main sectors (tourism and fisheries) but also new
businesses, including those engaging in high value-added economic activities, will benefit from
improved energy supply, thereby creating jobs and reducing pockets of poverty, promoting economic
diversification, building economic resilience and supporting structural transformation. Furthermore,
the Bank’s new energy project will support Seychelles’ transition to a green low-carbon economy by
reducing dependence on costly diesel generators and, thus, of Green House Gas (GHG) emissions.
The Bank will also explore options to promote the use of waste heat from exhaust gases (cogeneration), thereby further promoting low-carbon energy production. Additionally, the new project
will reduce pressure on the external current account through lower fuel consumption/imports, thereby
enhancing environmental and macroeconomic resilience. Overall, increased private sector activity
will generate jobs, including for youths and women, thereby promoting gender-balanced inclusive
growth. Bank investment in the energy sector will also address key challenges Seychelles is facing
as a SIDS, as an improved energy supply will not only reduce the country’s vulnerability to oil price
shocks but also enhance economic competitiveness, thereby generating employment opportunities
for the youth and women, thus promoting inclusive growth. Key outcomes expected to be achieved
under Pillar 1 upon completion of the CSP in 2020 include a reduction in power cuts on La Digue by
at least 70%; a 30% increase of connected households (with a 20% increase of women-headed
households); and a reduction in GHG emissions by at least 50% (Annex 1).
With regard to project design, the Bank’s new energy projects will mainstream gender
and build in measures to ensure long-term sustainability. In line with Seychelles’ National
Gender Policy (paragraph 2.25), under which the Government envisages gender and inclusion
studies, this will be attained by undertaking systematic gender analyses during project preparation,
incorporating specific gender components in project design to improve the capacity of sector
ministries/agencies to mainstream gender, and by including sex-disaggregated indicators in project
results-based frameworks to establish targets that specifically benefit women. Thus, by 2018 the
number of connected households should increase by at least 30%, of which 20% are households
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headed by women. Also, to ensure the projects’ sustainability beyond their implementation period,
specific components will be incorporated in their design as applicable, such as strengthening the
capacity of the utilities corporation PUC for planning and management of maintenance contracts.
Finally, the Bank will proactively play the role of a convener, connector and catalyst with a view to
leveraging resources from the private sector through PPPs and DP co-financing.
Complementarity/synergy with ongoing Bank operations and those of other DPs. There
are currently no Bank projects on-going in the energy sector. Among DPs, BADEA and the Saudi
Fund are supporting the 33 Kilovolt network project on south Mahé, which is complementary to the
new Bank projects under this pillar.
PILLAR 2
Stimulating private sector activity in support of economic diversification though policy
reforms
Main objective. The main objective of the Bank’s Assistance Strategy under Pillar 2 is to
stimulate private sector activity and enable economic diversification through policy reforms that
improve Seychelles business environment by facilitating access to finance and strengthening
competitiveness. Bank support under this pillar is aligned with one of its “High 5” strategic priorities
(namely ‘Industrialize Africa’) and will support Seychelles in the achievement of the SDGs
(specifically Goals 8 ‘Promote sustained, inclusive and sustainable economic growth, full and
productive employment and decent work for al’, Goal 12 ‘Ensure sustainable consumption and
production patterns’, and Goal 14 ‘Conserve and sustainably use the oceans, seas and marine
resources for sustainable development’).
CSP Outcomes 4 and 5: Increased credit to the private sector and FDI
Bank assistance under Pillar 2 will support policy reforms to create a more conducive
business environment, thereby stimulating private sector activity and enabling economic
diversification. Policy reforms will target the financial sector as well as private sector
competitiveness and be supported by a single 3-year PBO under a programmatic approach. The
reforms in the financial sector will be aligned with the FSDIP 2014-17, which, among others, focuses
on access to finance, financial infrastructure and regulation (paragraph 2.19). These reforms have
been identified by the Government as priority areas, considering their potential high impact on
individuals and businesses and on the overall efficiency of the financial sector41. Reforms to improve
private sector competitiveness will be aligned with the SSICP 2015-20, which among others, focuses
on value addition and export diversification.
Specifically, reforms supported by the PBO in the financial sector will focus on increasing
the supply of credit to MSMEs and include (i) a financial literacy training program to enable
companies (notably MSMEs) to submit bankable businesses/projects; (ii) require banks to include
SME lending strategies in their annual business plan submissions; and (iii) the development of NBFI
regulations and a training program for NBFIs. The PBO will also support the operationalization of
an electronic land registry system that will allow the cadaster to provide current information regarding
collateral, which is crucial for obtaining credit from banks. The reforms supported by the Bank’s
PBO in this area are expected to result in more credit to the private sector, especially to MSMEs.
In the area of competitiveness, the PBO will support the preparation and adoption of a new
Competition Bill that will address current overlapping functions of agencies and ensure
harmonization with other national and regional competition legislation as well as alignment with
international best practice. Reforms supported by the PBO in this area will also include the adoption
and effective implementation of the SSICP 2015-20, as well as the revision and consolidation of the
International Business Companies and Special Licenses Acts, both of which were last amended in
2003. The Acts regulate the registration and operations of companies, including rules for raising
capital, protection of creditors, merger of companies, and alignment of the country’s corporate
governance regime and accounting requirements with international best practices. The actualization
and consolidation of the Acts will result in a more level playing field for companies and ultimately
promote domestic and foreign investment through a streamlined, modern legal system. The reforms
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supported by the Bank’s PBO in this area are expected to attract international companies and result
in increased FDI, thereby promoting regional integration and trade.
Overall, the policy reforms supported by the Bank under Pillar 2 will improve the
general business environment, thereby boosting private sector economic activity, economic
diversification, value addition and structural transformation. Companies both in the traditional
sectors of tourism and fisheries, including the Blue Economy, as well as businesses in non-traditional,
new areas of economic activity will benefit from improved access to finance and competitiveness.
This will support economic diversification and create jobs in a gender-balanced way, including for
the youth and women, thereby promoting inclusiveness and reducing pockets of poverty. In
particular, by improving MSMEs’ access to finance, the reforms will contribute to women’s
economic empowerment, as a significant proportion of MSMEs are owned/operated by women42.
Improved access to finance will also benefit companies that engage in high value-added activities,
thereby promoting structural transformation. Increased investment (FDI) by international companies
will also support regional integration and trade. Finally, support to the SSICP will specifically
promote export diversification, value addition and structural transformation. Overall, the policy
reforms supported by the Bank will also address key challenges Seychelles is facing as a SIDS, as a
more competitive economy will create jobs for both the youth and women, thereby enhancing
inclusiveness. Key outcomes expected to be achieved under Pillar 2 upon completion of the CSP in
2020 include about 2,000 new loans worth SCR 300m (about USD 25m) approved by the SBFA
(with 50% benefiting women; FDI of USD 100m; and a 40% increase in overall credit to the private
sector (Annex 1).
Complementarity/synergy with ongoing Bank operations and those of other DPs. The
Bank is currently implementing the IPSDCP II, focusing on enhancing public sector efficiency,
including by strengthening PFM. The proposed new PBO will be complementary to and create
synergies with the IPSDCP II in that it supports policy reforms to further improve the investment
climate and strengthen the business environment in order to fully exploit the potential of the private
sector as the main engine of diversified economic growth. Among DPs, both the EU and World Bank
have provided budget support, with the latter also providing TA in the area of PSD. There is strong
ongoing coordination among those DPs engaged in budget support, as demonstrated in paragraph
3.2.
Indicative Bank Lending Program
The Bank’s Indicative Lending Program (ILP) under the CSP 2016-20 will be based on
(i) the Operational Country Limit (OCL) available to Seychelles; and (ii) consultations with the
Government on the overall amount it plans to borrow and for which interventions. Table 2
presents the Bank’s ILP for Seychelles during the first three years of the CSP, 2016-18. The ILP
includes an energy project and a 3-year PBO under a programmatic approach. The CSP mid-term
review in 2018 will provide the opportunity to establish, in close consultation with the Government,
the lending program for the remaining CSP period, assess implementation progress, and, if necessary,
adjust the strategy’s focus for the remaining period.
Expected Board
Approval (year)
2016-17
2016-18
Total

Table 2: Bank Indicative Lending Program 2016-18
Indicative Amount
Projects
(USD m)
Pillar 1 – Project for Improved Power Supply on La Digue and Up12.00
grading of Power Stations
27.00
Pillar 2 – PBO on Private/Financial Sector Development 43
39.00

Non-Lending Activities
The key guiding principle for Bank support through non-lending activities under the
new CSP is that they need to be demand-driven by the Government to inform evidence-based
policy-making, and lay the ground for public investment decisions and/or enhanced lending by
the Bank (or other DPs). Another main guiding principle is alignment of new non-lending activities
to the CSP’s strategic thrust with a view towards ensuring selectivity. However, the latter principle
needs to be applied in a flexible manner to allow the Bank to provide non-lending support in areas of
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high relevance to the development of Seychelles outside the CSP’s two pillars, e.g. in agriculture.
Furthermore, Bank support through non-lending activities will mobilize additional funding for the
benefit of Seychelles, given the limited amount the Government is willing to borrow due to its debt
policy. As a key innovation, the Bank will provide knowledge-based policy advice to address
Seychelles’ specific needs as a high-income country. The non-lending activities proposed under the
new CSP are presented in the following paragraphs. On-going non-lending activities from the
previous CSP 2011-15 that support the objectives of the new CSP are presented in Annex 8b.
Policy Advice. As a high income country, Seychelles’ specific needs notably include
advisory services in specialized technical areas. To this end, the Bank will fund Technical Assistants
to be assigned to relevant ministries or other public agencies to provide expertise as well as training
to officials with a view to ensuring sustainability of knowledge transfer (Box 4).
Box 4: Policy Advice
 Development of the Blue Economy (MIC TF grant) – The TA grant will assist the Principal Secretariat of the
MFTBE in expanding Blue Economy activities (Box 1 and Annex 6). It will support the formulation and
implementation of policies to encourage enterprises, especially MSMEs, to start up new initiatives, with the aim of
engaging them in high value-added niche activities and trade promotion. A special aspect of the grant will be to develop
value chains, notably in tourism, fisheries, agriculture, and ICT. This is expected to promote structural transformation
and generate employment, including importantly for youths and women. The grant will also help strengthen the
Seychelles Fishing Authority (SFA) by improving fisheries statistics and better quantify the importance of the fisheries
sector to Seychelles economy through a System of Economic Accounts for Fisheries (SEAF).
 Natural Disaster Mitigation (grant from the ClimDev Africa Special Fund) – This TA grant will support the Ministry
of Environment, Energy and Climate Change (MEECC) to strengthen the scientific capacity of meteorological stations,
including data collection, interpretation and dissemination. This will allow a more rapid application of civil defense
procedures in the case of natural emergencies, which represent a key vulnerability of Seychelles as a SIDS. This grant
will also foster regional integration with neighboring island states through the sharing of information.
 Statistical Capacity Building (MIC TF grant, UA 1 m) – A new grant to the National Bureau of Statistics (NBS) will
build on the synergies created by the successful statistical capacity building grant implemented under the CSP 201115. The new grant will further strengthen the Bureau’s analytical capacity and quality of statistics. A major focus will
be on the National Income Accounts, especially the satellite accounts of tourism and fisheries. A National Accounts
TA advisor will assist the NBS also in areas such as poverty monitoring and economic and social policy evaluation.
Particular emphasis will be given to the generation of gender-disaggregated data. Overall, the enhanced quality of
statistical data will allow for better decision-making and improved social and macroeconomic policies.

The Bank will also draw on the expertise of its own staff, notably of the EARC in
Nairobi, to provide just-in-time technical advice through policy notes, periodic missions, VCs
etc., as may be requested by the Government. A key area in this connection is financial sector
development, where the Bank will assist the Government in the development and issuance of a
sovereign ‘Blue Bond’, which is an innovative financing instrument to support the environmentally
sustainable development of Seychelles’ fisheries industries. In this context, the Bank will also explore
the possibility of providing a credit guarantee to support the launch of the Bond. Furthermore, the
Bank will advise the Government on measures to promote the use of risk-based lending, rather than
collateral-based lending. Another area for policy advice is value chain development, notably in the
fisheries and tourism sectors, which have a great potential for niche development in marine culture
and business tourism, respectively (paragraph 2.5). Also, the establishment of backward linkages
from the tourism industry to the domestic industry, notably agriculture, is essential. The Bank will
also provide advice to the Government on the alignment of Seychelles’ trade regime to WTO rules
and regulations. Hence, Bank advisory services in these areas will not only promote the development
of Seychelles’ Blue Economy but also support higher-value added economic activities, structural
transformation, economic diversification, job creation, and regional integration and trade.
Project Grants and Studies. Financing will be mobilized by the Bank in the form of trust
funds, climate investment funds, the Global Environmental Fund, as well as additional (MIC/TF)
grant funding. New project grants and studies proposed under the new CSP are outlined in Box 5.
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Box 5: Project Grants and Studies
 Energy Efficiency (‘Sustainable Energy for All’ SEFA grant). 44 Through this grant, the Bank will support
Seychelles to increase efficiency in the energy sector by funding a ‘Study of a Direct Use Project linked to Energy
Efficiency and promoting the Blue Economy’. Specifically, the grant will study the possibility of recycling heat from
power plants. The study will also include a baseline survey to identify gender gaps and propose corrective measures.
 National Transport Master Plan (MIC TF grant). Under this grant, the Bank will support the Government’s efforts
to develop a National Transport Master Plan to strengthen the sector’s ‘soft’ infrastructure. Given the high cost in
implementing projects to expand Port Victoria, the Seychelles International Airport, and the congested road system,
the Government needs to address these issues in a coordinated manner. An important element will be the future role
of public transportation.
 Country Gender Assessment (MIC TF grant). Under this grant, the Bank will undertake a gender and socioeconomic inclusion analysis to cover aspects of education and training, access to employment and government
decision-making with a gender and inclusion perspective. The study will also identify gender gaps and inclusion
concerns in the area of energy and propose recommendations to address them.
 ICT Regulation (MIC TF grant). Under this grant, the Bank will support the development of a competitive and
consumer-oriented ICT sector in the Seychelles. Specifically, the grant will be used to determine appropriate regulatory
strategies of the Government (in areas such as competition review, interconnection, access pricing and number
portability) to ensure a vibrant communications market that encourages investment while safeguarding consumer
interests.

Support from the Bank’s Private Sector Window. As a key principle, Bank support from
its private sector window/department will complement support from its public sector window. The
Bank is currently exploring the possibility of a Line of Credit for on-lending to MSMEs (notably in
the agriculture sector) that cater to the tourism industry. The Bank will also consider strengthening
private sector entities (such as the Chamber of Commerce, MSMEs and women associations) through
technical assistance, capacity building and advisory services for PSD. This would focus on the
establishment of business linkages between MSMEs and large firms, thereby enabling the former to
engage in value chain development, which in turn contributes to economic diversification and
structural transformation of the economy.
Financing the CSP
Bank lending and non-lending operations during the CSP period will be supported by
ADB resources, MIC and other trust funds. Under its OCL, Seychelles could borrow ample
resources. However, as explained in paragraphs 1.4 and 3.10 above, the Government is tightly
limiting new borrowing under its debt policy: sovereign lending from the Bank during the period
2016-18, i.e., until the CSP midterm review in 2018, is projected at USD 39m. Therefore, the Bank
will proactively play the role of a convener, connector and catalyst, with a view to leveraging
additional resources from the private sector to complement public sector financing through PPPs
(including Partial Risk Guarantees), Partial Credit Guarantees, and co-financing from other DPs,
especially for infrastructure investments (‘additionality’). In this regard, in addition to ongoing
support to MSME development and the establishment of a PPP regulatory framework, the Bank will
mobilize additional funding from its private-sector window to support energy, fisheries and other
sectors that are crucial for economic diversification and the development of the “Blue Economy”.
The Bank will also seek to raise additional funding from the Africa Growing Together Fund (AGTF)
and Infrastructure 50 Fund. Seychelles will also benefit from on-going and new regional projects to
be identified under the Bank’s RISP for Eastern Africa. TFs will be mobilized to support non-lending
operations.
CSP Monitoring and Evaluation
CSP implementation progress will be monitored and evaluated on the basis of the RBF.
The RBF (Annex 1) is aligned to the NDS 2015-19, and includes outcomes and outputs expected by
mid-term and at the end of the CSP period in 2020. Annual CPPRs will guide the Bank in undertaking
revisions to operations and implementation of programmed activities, while the midterm review of
the CSP 2016-20, envisaged for 2018, will assess progress made in the implementation of the
strategy. It will define the Bank’s assistance program for the remaining CSP period 2019-20, with
new lending operations. The CSP CR in 2020 will assess results achieved at mid-term and completion
of the strategy.
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Country Dialogue
The Bank has been engaged in a close dialogue with the Government on an on-going
basis and will continue to do so under the new CSP. Initial discussions on the potential strategic
orientation of the new CSP 2016-20 took already place at the time of the mid-term review of the
current CSP 2011-15. Substantial consultations on the new CSP started in early 2015 with feedback
from the authorities on the Concept Note for the CSP 2016-20. The early involvement of the
Government in the conceptualization of the new CSP pointed towards the energy sector and policy
reforms to boost PSD as top priorities for Bank support. Going forward, key areas for dialogue under
the new CSP are as follows:
Key areas of Bank engagement: PSD; green/low-carbon energy generation; water; PFM;
skills development.
Other key areas of relevance to the development of Seychelles: agriculture; transport; regional
integration; ICT.
CPIA areas in need of further improvement: Governance (‘transparency, accountability and
corruption’; ‘quality of the public administration’; and ‘property rights and rule-based
governance’).
Portfolio: ensure smooth implementation of the CPIP, notably to improve start-up delays, and
training/capacity building.
Risks and Mitigation Measures
Key risks include wavering government commitment to the reform process due to potential
social impacts; capacity constraints; and external shocks for which adequate mitigation measures
have been designed. Box 6 outlines key risks and proposed mitigation measures.
Box 6: Risks and Mitigation Measures
Risks

Mitigation Measures

Wavering government resolve to the reform
program ahead of 2016 elections.

The Government continues to successfully implement the EFF 201417 with the IMF. DPs will dialogue with the Government on the
necessity to continue the sound implementation of reforms.
Seychelles’ improved resilience over the last few years will serve as
a bulwark against adverse global economic effects. This will be
further mitigated by implementation of the new NDS 2015-19,
strengthening the reform agenda aimed at building economic
competitiveness and resilience; implementation of IMF programs (as
mentioned above); continued budget support from the Bank and the
World Bank, and continued strengthening of the institutional
capacity. The Bank will continue to closely monitor macroeconomic
developments, in particular critical variables such as the external
current account and public debt.
The Government is implementing a master plan for Disaster Risk
Management that improves forecasting impacts and strengthens civil
protection emergency plans. In that context, the Bank is financing a
climate change related intervention.
Complementary capacity building and training. The Bank is assisting
the Government in developing a Human Resource Development
Strategy (HRDS) to develop skills in areas of need and in line with
growth prospects.

Seychelles remains vulnerable to external
shocks, such as a decrease in tourist arrivals due
to weak demand from Europe, or a rise in
international oil prices, which would adversely
impact the balance of payments, growth and
inflation.

Natural disasters.

Insufficient government capacity to implement
reforms, which has been a constraint affecting
some Bank operations during the CSP 2011-15.

CONCLUSIONS AND RECOMMENDATIONS
5.1.
In 2015, Seychelles adopted its NDS 2015-2019 centered on the Blue Economy to attain its
development objectives, consolidate macroeconomic fundamentals and accelerate structural
transformation into a more inclusive and vibrant high income country. This CSP proposes to support
the country’s ambitions by enhancing its energy infrastructure and implementing policy reforms to
establish a more conducive business environment, thereby contributing to a more diversified
economy with greater resilience to external shocks. The Board of Directors is invited to consider and
approve the CSP 2016-2020 for Seychelles.
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High income countries are those with a GNI per capita of USD 12,736 or more for at least two consecutive years.
Aside from the ruling party, the other 6 parties are the: Popular Democratic Movement (PDM), Seychelles National Party (the main opposition party),
Lalyans Seselwa, Independent Conservative Union of Seychelles (ICUS), Seychelles Democratic Party, and Seychelles Movement for Democracy.
Analytical Brief 3 on Seychelles’ fisheries sector, Annex 11.
It is too early to assess whether the slowing economy in China has affected Chinese tourism to Seychelles. Data through August 2015 (with Chinese
tourists accounting for 6.9% of total arrivals, compared to 5.7% for all of 2014) show an upward trend.
In 2008, the sensitivity of the Seychelles economy to external shocks became apparent when the contribution of the tourism sector to total GDP growth
was a negative 1% in 2008 with the onset of the global economic crisis (and 0% in 2009) and declining tourist arrivals. The contribution of the fisheries
sector to total GDP growth also contracted in 2009-10, by 0.5% and 0.1%, respectively, owing to increased piracy during those years.
Seychelles recently discovered oil reserves near the extended continental shelf with Mauritius, the Mascarene Plateau, but commercial exploitation is
not expected in the short to medium term. Seychelles has already been accepted as a ‘Candidate Country’ by the Extractive Industries Transparency
Initiative (EITI).
A stand-by arrangement in 2008-09, and two EFFs: 2009-13, and 2014-17 currently (SDR 11.4m/USD 16.4m).
Analytical Brief 4 on Seychelles’ Statistical Topics, Annex 11.
In 2014, exports of goods consisted mostly of tuna exports (25% of total exports of goods and services) and oil re-exports (16%), while exports of
services were USD 54% of total exports of goods and services, consisting mostly of tourism earnings (34%). Imports of goods consisted mainly of
petroleum products, machinery and manufactured goods, each about equivalent to 25% of the total imports of goods and services. Imports of services
amounted to some 22%, with interest due amounting to some 4%.
Analytical Brief 2 on Seychelles’ Governance.
Outside the Governance cluster, the strongest criteria (in 2014) are ‘Gender Equality’ (4.50), ‘Monetary Policy’ (4.50), ‘Environmental Policy’, and
‘Social Protection and Labor’ (5.00).
Seychelles’ largest company is the Indian Ocean Tuna, an SOE that has been leased to Heinz Europe. In 2014 it had some 2,400 employees, 40% of
whom were expatriates.
Analytical Brief 5 on Seychelles’ Private Sector Competitiveness, Annex 11.
There are no GCR data for Seychelles before 2013-14.
To this end, the Government in 2013 established the Public Enterprise Monitoring Commission (PEMC).
Although commercial banks hold almost 83% of outstanding securities. The market for T-bills is shallow, although since 2014 medium-term
government bonds have contributed to financial deepening. Treasury bills are issued on a weekly basis. In August 2014, Fitch increased Seychelles
long-term sovereign credit ratings to BB- and B+ for local and foreign currency, respectively.
Making Finance Work for Africa (https://www.mfw4a.org/seychelles/financial-sector-profile.html).
The preparation of the FSDIP had been supported under the Bank’s IPSDCP-I 2013-14. The FSDIP covers 6 areas: (1) Enhancing the financial sector’s
legal and regulatory framework; (2) Development of the national payment system and other relevant financial infrastructures; (3) Improving MSME
access to credit; (4) Improving the regulation and supervision of non-bank financial institutions; (5) Fostering capital markets development; and (6)
Consumer protection, financial literacy and continued training of financial sector professionals.
Leasing and factoring, for example, are practically non-existent.
Analytical Brief 6 on Seychelles’ Regional Integration, Annex 11.
Seychelles ranks highest in Africa based on the African Infrastructure Development Index (AIDI, 2013).
The five pillars are: (i) Set up a vision for the sustainable development of the energy sector in the medium and long term and embark on a Plan of
Action to follow this path; (ii) Improve the Government’s knowledge base for developing overarching long-term energy strategies and guide
stakeholders in decision-making; (iii) Change the framework to improve both public and private initiatives in the energy sector; (iv) Focus on increased
energy efficiency, which is a crucial contributor to sustainable development; and (v) Increase the contribution from renewable energy in the energy
matrix in Seychelles.
Analytical Brief 7 on Seychelles’ Energy Sector, Annex 11.
Analytical Brief 9 on Seychelles’ Transport Sector, Annex 11.
Analytical Brief 9 on Seychelles’ Transport Sector, Annex 11.
Analytical Brief 8 on Seychelles’ Water Sector, Annex 11.
Analytical Brief 10 on Seychelles’ ICT Sector, Annex 11.
Analytical Brief 12 on Seychelles’ Agriculture, Fisheries and Food Security Sectors, Annex 11.
The drop in the expected years of schooling reflects in part an increase in the impact of drugs on youths in Seychelles, as pointed out in other documents,
such as the African Economic Outlook 2013.
According to the 2006/7 household survey. The results from the 2013 survey are still being analyzed.
100% represents perfect inequality of income, 0% would be perfect equality. In 2010-11 (latest data for most countries), Finland had the lowest
coefficient at 27.8%, while South Africa had the 2nd highest (at 65%). Mauritius had a coefficient of 35.9%. It should be noted, however, that
Seychelles’ Gini coefficient is distorted, as the country, with some 94,000 inhabitants, grants residency to very rich investors.
See also Analytical Brief 11 on Seychelles’ Gender Topics, Annex 11.
Analytical Brief 1 on Seychelles’ Climate Change, Annex 11, and Annex 9 ‘Climate Fact Sheet.
The full document can be accessed at: http://www4.unfccc.int
Seychelles’ main DPs are the Bank, Banque Arabe pour le Développement écononique en Afrique (BADEA), OPEC Fund for International
Development (OFID), IMF, European Commission (EC); Commonwealth Secretariat; Taiwan, China; UNDP; World Health Organization (WHO);
World Bank, the Kuwait, Saudi and Abu Dhabi Funds; International Fund for Agricultural Development (IFAD), and SADC.
The full CPPR is available in the ‘Country Strategy Paper 2011-15 Completion Report and Country Portfolio Performance Review 2015’. The CPPR
mission to Seychelles took place in April 2015.
Commitment to reforms was pursued in intensive contacts by Bank staff; the idea was launched by Bank staff that, to improve DP coordination, a
forum would be created to improve the exchange of information; portfolio performance was monitored through CPPR missions; and regional
integration was enhanced through the Bank’s Indian Ocean and East Africa RISPs.
Evidence for the developmental impact of the Bank’s previous PBOs in Seychelles is provided in the CSP 2011-15 Completion Report and Country
Portfolio Performance Review 2015.
Both with respect to the Government’s stated goal of reducing the stock of public debt to below 50% by 2018 and the ceilings on the contracting of
new external debt agreed with the IMF under the country’s EFF 2014-17. The total of some USD 30m per year available would have to be divided
among all DPs, including the World Bank.
Gender (Office of the Gender Special Envoy/ORQR); Climate Change (ONEC.3); Competitiveness and Access to Finance (OPSM/OFSD);
Infrastructure, including Energy (ONEC), Transport (OITC), Water (OWAS), ITC (OITC); Governance (OSGE/ORPF); Regional Integration
(ONRI); Statistics (ESTA); Political Economy (EARC/ORTS); Fisheries (OSAN/ANRC); and Agriculture, Fisheries and Food Security (EARC).
The reforms will also be supported by a MIC TF grant on ‘strengthening financial markets’, approved in July 2015.
Women accounted for 50% of the Small Business Financing Agency’s (SBFA) new loans to MSMEs in 2014.
Under a 3-year programmatic approach.
The Bank during the CSP preparation mission also offered technical assistance to the PUC regarding tariff restructuring and other ‘soft’ infrastructure.
However, the PUC declined, indicating that the World Bank had already approved a SIDS DOCK grant to support the preparation of grid codes, feedin tariffs, and model energy supply purchase agreements for renewable energy technologies.

21

Annex 1:
Country
Development
Goals

Constraints
to Achieving
Development
Goals

Seychelles 2016-20 CSP Monitoring and Results-Based Framework

Final Indicators (by end-2020)

Midterm Indicators (by end-2018)
Bank Interventions

Outcomes

Outputs

Outcomes

Outputs

Pillar 1 – Enhancing energy infrastructure to promote inclusive and green growth
Strengthening the
foundations of
economic growth
(with a focus on good
governance, private
sector development,
tourism, financial
services, investment
and infrastructure).

Laying of a third, Submarine Cable
from Praslin to La Digue (8 km)
•

Increased reliable power supply on La Digue:
reduction of power cuts by at least 70%

•

Number of connected households increases by at
least 30%, of which 20% are households headed
by women

•

Generator engines fuel consumption reduced by
at least 30%

• Infrastructure
bottlenecks •
notably in energy.

La Digue Distribution Network
development to increase the transfer
capacity of the submarine cable by 5
MVA,
The worn out parts of Mahe power
station replaced by new components
(radiators, pumps, coolers, etc.) by
2018.

GHG emissions reduced by at least 50%
Distribution of 1,000 CFL energy
saving bulbs, of which 30% to
households headed by women.
Study of a Direct Use Project linked to
Energy Efficiency and promoting the
Blue Economy was completed.

National Transport Master Plan
completed.

Increased reliable power supply on La
Digue: reduction of power cuts by at
least 70%
Number of connected households
increases by at least 30%, of which
20% are households headed by women
Generator engines fuel consumption
reduced by at least 30%
GHG emissions reduced by at least
50%

Laying of a third, Submarine Cable
from Praslin to La Digue (8 km)

Proposed New
ADB Loan

La Digue Distribution Network
development to fully utilize the 5
MVA transfer capacity of the new
submarine cable

Project for Improved Power
Supply on La Digue and Upgrading of Power Stations
identified in the IAP 2015,
total USD 12m

The worn out parts of Mahe power
station replaced by new
components (radiators, pumps,
coolers, etc.) by 2018.
Distribution of 1,000 CFL energy
saving bulbs, of which 30% to
households headed by women
Study of a Direct Use Project
linked to Energy Efficiency and
promoting the Blue Economy was
completed.

National Transport Master Plan
completed.

Proposed New Non-lending
Intervention
Sustainable Energy for All
(SEFA) grant for the study of
a Direct Use Project linked to
Energy Efficiency and
promoting the Blue
Economy
Proposed New Non-lending
Intervention
MIC TF grant to the Ministry
of Home Affairs and
Transport to develop a
National Transport Master
Plan

•
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Country
Development
Goals

Constraints
to Achieving
Development
Goals

Final Indicators (by end-2020)
Outcomes

Midterm Indicators (by end-2018)

Outputs

Outcomes

Bank interventions

Outputs

Pillar 2 – Stimulating private sector activity in support of economic diversification though policy reforms
NDS 2015-19
•
focusing on sound
• Inadequate access
macroeconomic
to finance by the
management,
private sector.
enhancing
competitiveness and
governance, fostering
equity, and improving
infrastructure, land
management and biodiversity
•
• Insufficient
Strengthening the
economic
foundations of
diversification and
economic growth
vulnerability to •
(with a focus on good external shocks.
governance, private
sector development, • Geographical
tourism, financial
isolation and small
services, investment
size.
and infrastructure)
•
Ensuring
environmental
sustainability (in
•
developing the green
•
and blue economy
• Vulnerability to
particularly in
climate change,
fisheries, food
notably through
production and
rising sea levels,
agricultural land)
marine
degradation, and
Improving the quality extreme weather
of life (addressing
conditions.
labor productivity,
employment, health,
population, education
and training)
•

A further 2,000 new loans worth SCR 400
million approved by SBFA during 2019-20 (671
loans worth SCR 97m during 2013-14), with
50% benefiting women, .owing to improved
financial infrastructure and strengthened
regulatory framework for non-banking financial
sector, as measured by CPIA’s Financial Sector –
4.10 in 2019 (3.50 2014) and DBR ‘access to
credit’ 70th in 2020 (171st 2015)

Regulatory framework for insurance
sector adopted; expanded credit
monitoring system for the financial
sector finalized by 2019

Strengthening of the financial market and
insurance sector oversight mechanisms as
measured by a decline in bad loans by 20%;

National Payments System established
by 2019

Functioning business support services
information management system;
streamlined business licensing
processes adopted by 2020

Improved private sector competition
environment as measured by new
international companies (10 in 201618), attracting USD 100m in FDI; also
measured by Global Competitiveness
Index of 4.4 (3.9 in 2014-2015)

IT Land registration system in
2017 replaces paper system

Proposed New
ADB Loan

Cabinet approval of new
Competition bill by early 2016
(procurement monitoring reports
introduced)

A 3-year PBO under a
programmatic approach on
Private/Financial
Sector
Development in the amount
of USD 27m

Increased application for credit by
MSMEs: 2,000 new loans worth SCR Financial literacy program
300 million approved by SBFA during implemented by 2018 [private
2016-18 (671 loans worth SCR 97m
sector component];
during 2013-14), with 50% benefiting
women.
Overall credit increasing to SCR
6,000m (4,325m at end-2014), Also
measured by CPIA’s Financial Sector
scores – 4.25 in 2018 (3.50 2014) and
DBR’s ‘Access to credit’ 85th in 2018
(171st 2015).

Further improve the livelihood of fisherman and • Implement the Government’s Blue
overall population as measured by per capita
Economy initiative and increase
income (5% per year during 2019-20);
economic growth by 0.4% of GDP
each year after 2018.
create 500 new jobs during 2019-20 especially for
youths and women

Less accidents at sea following better information • Scientific capabilities increased
regarding meteorological stations (zero fatalities) regarding the network of
meteorological stations, data
collection, interpretation and diffusion
following training of staff of the
MEECC
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Improve the livelihood of fisherman
and overall population, as measured
by per capita income (10% per year
during 2016-18);

Deepen implementation of the
Blue Economy and increase
economic growth by 0.3% of GDP
each year after 2017.

Proposed New Non-lending
Activity

Scientific capabilities increased
regarding the network of
meteorological stations, data
collection, interpretation and
diffusion following training of staff
of the MEECC

Proposed New Non-lending
Activity

MIC TF Grant to develop
Blue Economy

Create 1,000 new jobs during 201618, especially for youths and women.

Less accidents at sea following better
information regarding meteorological
conditions (Zero fatalities)

A Climate Development
grant to assist the Ministry of
Environment, Energy and

Seychelles is 100% compliant with the IMF’s
Special Data Dissemination Standard (SDDS);
Improved CPI allows better measurement of
inflation helping in fine-tuning government
policies

• Better national income account statistics
contribute to better decision making by
businesses, creating 10 additional MSMEs

5 staff members trained in: SDDS
compliance as well as BOP and GFS
statistics at the IMF in 2016 and 2017;
official statistics (2 year diploma at
EASTC) in 2016; sampling techniques
in China in 2016 (including for CPI)
• Household budget survey data
collected and analyzed in 2017

Seychelles is 100% compliant with the
IMF’s Special Data Dissemination
Standard (SDDS); Improved CPI
allows better measurement of inflation
helping in fine-tuning government
policies

5 staff members trained in: SDDS
compliance as well as BOP and
GFS statistics at the IMF in 2016
and 2017; official statistics (2 year
diploma at EASTC) in 2016;
sampling techniques in China in
2016 (including for CPI)

Better national income account
statistics contribute to better decision
making by businesses, creating 10 new
MSMEs

National income account statistics
updated during 2016-18

Study completed of gender and socioeconomic inclusion analysis to inform
both pillars of Seychelles’ CSP:
energy and economic diversification.

Study completed of gender and
socio-economic inclusion analysis
to inform both pillars of
Seychelles’ CSP: energy and
economic diversification

Study completed to determine the
appropriate regulatory strategies of the
Government (in areas such as
competition review, interconnection,
access pricing and number portability)
.

Study completed to determine the
appropriate regulatory strategies of
the Government (in areas such as
competition review,
interconnection, access pricing and
number portability) .
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Climate Change (MEECC)
in developing scientific
capabilities regarding the
network of meteorological
stations, data collection,
interpretation and diffusion
Proposed New Non-lending
Activity
MIC TF grant to the NBS to
continue with its current
capacity building efforts to
strengthen statistical capacity
through training and
institutional building for
improved poverty
monitoring, economic and
social policy evaluation, and
decision making through the
enhancement of data
collection, processing and
dissemination at the national
and sub-regional levels.
Proposed New Non-lending
Activity
MIC TF grant to the Ministry
of Ministry of Social Affairs,
Community Development,
and Sport - Gender Unit
Proposed New Non-lending
Activity
MIC TF grant to the
Department of Information
and Communications
Technology (DICT) to
support the development of a
competitive and consumeroriented ICT sector in the
Seychelles.

Country
Development
Goals

Constraints
to Achieving
Development
Goals

Final Indicators (by end-2020)
Outcomes

Midterm Indicators (by end-2018)

Outputs

Outcomes

Bank interventions

Outputs

Ongoing Interventions (carried over from the CSP 2011-2015)
Increased capacity to undertake a comprehensive
HR needs assessment, as measured by number of
qualified SIA staff

National HR development strategy
formulated;

Strengthened capacity of the Government to
undertake social impact assessments

SIA Unit established

Improved regulatory framework for non-banking
financial sector

FSA strategic plan adopted

Improved legal framework and systems for
business facilitation and investment promotion,
as measured by usage of E-tax filing and
payment system

Increased capacity to undertake a
comprehensive HR needs assessment,
as measured by number of qualified
SIA staff

National HR development strategy
formulated;

Strengthened capacity of the
Government to undertake social impact
assessments
Improved regulatory framework for
non-banking financial sector

SIA Unit established

Improved legal framework and
systems for business facilitation and
investment promotion, as measured by
usage of E-tax filing and payment
system

E-tax filing and payment system
operational by end-2015

Improved framework for private sector
investment favoring MSMEs, as
evidenced by increased lending to
MSMEs by banks and non-banks
(SBFA), with about 50% benefiting
women,

Five-year national MSME
development strategy approved

FSA strategic plan adopted

E-tax filing and payment system
operational by end-2015

Improved framework for private sector
investment favoring MSMEs, as evidenced by
increased lending to MSMEs by banks and nonbanks (SBFA), with about 50% benefiting
women,

Five-year national MSME
development strategy approved

Improved access to finance Improved loan
recovery - # of MSMEs provided with credit (%
of women)

Strengthened system within SBFA for
loan approval/ appraisal/ disbursement
and recovery process by 2016;

Money and derivative markets operational;
Access to finance increased, as measured by
credit to the private sector increasing to SCR
6,000m (4,325m at end-2014), Also measured by
CPIA’s Financial Sector scores – 4.25 in 2018
(3.50 2014) and DBR’s ‘Access to credit’ 85th in
2018 (171st 2015).

Implement the FSDIP by
strengthening the financial market.
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Improved access to finance and
improved loan recovery - # of MSMEs
provided with credit (% of women)
Money and derivative markets
operational; Access to finance
increased, as measured by credit to the
private sector increasing to SCR
6,000m (4,325m at end-2014), Also
measured by CPIA’s Financial Sector
scores – 4.25 in 2018 (3.50 2014) and
DBR’s ‘Access to credit’ 85th in 2018
(171st 2015).

Strengthened system within SBFA
for loan approval/ appraisal/
disbursement and recovery process
by 2016;
Implement the FSDIP by
strengthening the financial market

MIC - Support for The
Human Resources
Development Strategy and
Social Impact Assessment

Inclusive Private Sector
Development and
Competitiveness ProgramPhase II (IPSDCP-II) [Sep.
2015 – Sep. 2016]

MSME Development Project

Strengthening Financial
Markets (MIC TF approved
Sept. 2015 together with the
IPSDCP II above)

Legal recourse to issues related to the quality of
service standards from broadcasting and
telecommunications service providers

Standards and regulations adopted by
the broadcasting and
telecommunications service providers.

Trained DICT regulatory staff providing better
service to customers

Capacity building for the regulatory
staff of the Department of Information
and Communications Technology
(DICT).
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Legal recourse to issues related to the
quality of service standards from
broadcasting and telecommunications
service providers

Standards and regulations adopted
by the broadcasting and
telecommunications service
providers.

Trained DICT regulatory staff
providing better service to customers

Capacity building for the
regulatory staff of the Department
of Information and
Communications Technology
(DICT).

MIC TF for the
Development Of Quality Of
Service Standards And
Regulations for broadcasting
and telecommunications
service providers (UA
108,487)

Annex 2:

Selected Macroeconomic and Socio-Economic Indicators
A. Selected Macroeconomic Indicators

Indicators

Unit

2000

2009

2010

2011

2012

2013

2014 (e)

Million US $

582
7,290
738
738
4.3
2.9
32.7
9.5
23.2
20.9

931
10,280
847
851
-1.1
-1.8
25.4
3.4
22.0
4.0

937
10,270
970
901
5.9
5.2
35.4
7.4
28.0
8.1

1,037
11,300
1,066
973
7.9
7.2
34.6
7.4
27.2
7.0

1,079
11,690
1,134
1,031
6.0
5.4
37.4
10.5
26.9
12.4

1,226
13,210
1,410
1,099
6.6
6.0
37.6
9.1
28.5
21.4

...
...
1,450
1,141
3.8
3.3
37.2
7.6
29.6
15.0

6.3
5.7
74.1
127.2

31.7
13.6
11.5
69.5

-2.4
12.1
14.6
78.5

2.6
12.4
-3.5
67.2

7.1
13.7
-1.2
56.3

4.5
12.1
22.7
63.1

3.5
12.3
12.0
67.6

37.4
51.2
-11.5

35.6
36.2
-0.6

35.1
40.2
-5.1

38.3
44.1
-5.8

39.1
45.3
-6.3

34.2
33.2
0.9

33.5
32.5
1.0

36.9
-23.7
-14.9
-64
-10.5
1.0

5.7
6.1
8.4
-189
-22.4
2.0

-9.7
-5.5
-6.5
-214
-22.1
2.6

13.2
6.3
-4.1
-312
-29.3
2.9

3.9
5.1
-0.2
-298
-26.3
3.1

21.4
6.7
0.0
-215
-15.2
4.1

0.5
9.2
-2.5
-179
-12.3
4.0

9.6
54.3
72
23
24

11.2
89.9
109
23
118

7.3
49.3
332
56
211

2.3
46.0
58
22
207

2.4
45.1
115
36
166

3.8
36.9
...
25
178

3.9
37.9
...
...
...

National Accounts
GNI at Current Prices
GNI per Capita
GDP at Current Prices
GDP at 2000 Constant prices
Real GDP Growth Rate
Real per Capita GDP Growth Rate
Gross Domestic Investment
Public Investment
Private Investment
Gross National Savings

US$
Million US $
Million US $
%
%
% GDP
% GDP
% GDP
% GDP

Prices and Money
Inflation (CPI)
Exchange Rate (Annual Average)
Monetary Growth (M2)
Money and Quasi Money as % of GDP

%
local currency/US$
%
%

Government Finance
T otal Revenue and Grants
T otal Expenditure and Net Lending
Overall Deficit (-) / Surplus (+)

% GDP
% GDP
% GDP

External Sector
Exports Volume Growth (Goods)
Imports Volume Growth (Goods)
T erms of T rade Growth
Current Account Balance
Current Account Balance
External Reserves

%
%
%
Million US $
% GDP
months of imports

Debt and Financial Flows
Debt Service
External Debt
Net T otal Financial Flows
Net Official Development Assistance
Net Foreign Direct Investment

% exports
% GDP
Million US $
Million US $
Million US $

%

40

0.0

35
30

-5.0

25

-10.0

20

-15.0

15

-20.0

10

-25.0

5

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2014

2013

2012

2011

2010

2009

2008

2007

2006

-35.0

2005

-30.0

-5
2004

0
2003

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

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

Current Account Balance as % of GDP,
2003-2014

Inflation (CPI),
2003-2014

Real GDP Growth Rate, 2003-2014

Source : AfDB Statistics Department; IMF: World Economic Outlook, October 2014 and International Financial Statistics, October 2014;
AfDB Statistics Department: Development Data Portal Database, March 2015. United Nations: OECD, Reporting System Division.
Notes:
… Data Not Available
( e ) Estimations
Last Update: March 2015
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B. Selected Socio-Economic Indicators
Year Seychelles

GNI Per Capita US $
14000
12000
10000
8000

6000
4000
2000
0

2013
2014

2013

2014

2012

2013
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Africa

Infant Mortality Rate
( Per 1000 )
100
90
80
70
60
50
40
30
20
10
0

Seychelles

2011

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

2013

9.2
28.9
34.9
11.6

Seychelles

2012

11.8
43.4
28.3
3.0

2012

8.8
43.4
22.1
1.1

2012

2.2
0.1
88.5
14.1

80
70
60
50
40
30
20
10
0

2010

2012
2012
2012
2012

Environmental Indicators
Land Use (Arable Land as % of Total Land Area)
Agricultural Land (as % of land area)
Forest (As % of Land Area)
Per Capita CO2 Emissions (metric tons)

Life Expectancy at Birth
(years)

2011

101.3
101.1
100.2
99.9
81.6
99.2
99.3
99.0
5.5

2011

109.4
107.6
69.0
67.7
58.1
80.4
85.9
75.2
4.3

Afri ca

2009

106.3
102.6
54.3
51.4
45.1
61.9
70.2
53.5
5.3

Se ych el le s

2010

107.7
109.4
79.5
79.8
88.0
91.8
91.4
92.3
3.6

0.0
2010

2011-2014
2011-2014
2011-2014
2011-2014
2012-2014
2006-2012
2006-2012
2006-2012
2009-2012

0.5

2008

Education Indicators
Gross Enrolment Ratio (%)
Primary School
- Total
Primary School
- Female
Secondary School - Total
Secondary School - Female
Primary School Female Teaching Staff (% of Total)
Adult literacy Rate - Total (%)
Adult literacy Rate - Male (%)
Adult literacy Rate - Female (%)
Percentage of GDP Spent on Education

1.0

2009

308.0
857.4
...
99.2
69
96.2
...
22.0
...
93.9
0.9
3 503
7.3

1.5

2009

118.1
202.9
67.7
87.2
57
56.9
1.2
149.0
90.0
82.7
17.0
2 335
3.1

2.0

2005

46.9
133.4
50.6
67.2
51.3
38.8
3.7
246.0
84.3
76.0
20.9
2 618
2.7

2.5

2008

151.3
792.5
...
96.3
67.0
97.1
...
30.0
99.0
97.0
...
2 426
3.7

3.0

2008

Health & Nutrition Indicators
Phy sicians (per 100,000 people)
2004-2012
Nurses (per 100,000 people)*
2004-2012
Births attended by Trained Health Personnel (%)
2009-2012
Access to Safe Water (% of Population)
2012
Healthy life ex pectancy at birth (y ears)
2012
Access to Sanitation (% of Population)
2012
Percent. of Adults (aged 15-49) Liv ing w ith HIV/AIDS
2013
Incidence of Tuberculosis (per 100,000)
2013
Child Immunization Against Tuberculosis (%)
2013
Child Immunization Against Measles (%)
2013
Underw eight Children (% of children under 5 y ears) 2005-2013
Daily Calorie Supply per Capita
2011
Public Ex penditure on Health (as % of GDP)
2013

Africa

Population Growth Rate (%)

2000

0.4
0.7
17.0
16.3
50.4
105.4
23.0
79.3
82.3
11.4
9.2
5.1
6.1
1.7
17.0
...

2005

1.3
2.5
28.2
6.3
54.3
107.7
26.0
69.2
71.2
20.9
7.7
36.8
50.2
2.6
230.0
62.0

2000

2.5
3.4
40.8
3.5
62.4
100.4
24.0
59.6
60.7
34.4
10.2
56.7
84.0
4.6
411.5
34.9

2005

0.5
1.2
22.2
7.8
42.8
103.2
26.2
73.4
78.2
16.1
7.9
12.2
14.2
2.2
...
...

2000

2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2013
2013
2014
2013
2014

2011

Seychelles

Demographic Indicators
Population Grow th Rate - Total (%)
Population Grow th Rate - Urban (%)
Population < 15 y ears (%)
Population >= 65 y ears (%)
Dependency Ratio (%)
Sex Ratio (per 100 female)
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6.0
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42.8
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0.5
0.1
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Popul. Liv ing Below $ 1.25 a Day (% of Population) 2008-2013

Africa

Develo- Developing
ped
Countries Countries

Africa
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Annex 3:Economic and Financial Reforms 2008-15
1.

Background

When the CSP 2011-15 was being prepared, the Government was still in the early stages of
implementing fundamental reforms to its hitherto overly rigid and controlled economic structure. These
reforms were supported by an IMF program and budget support and other projects from other DPs.
Upon independence in 1976, Seychelles’ governments adopted a rigid economic model based on state
intervention in all areas. Seychelles’ pursuit of unsustainable economic policies came to a head in
October 2008, when, with the decline in tourist arrivals owing to the onset of the global financial crisis,
the Government could not make a payment falling due on a USD 230m bond borrowed in 2006.
2.

First generation reforms 2008-10

In late 2008, being faced with a major crisis of confidence on all fronts that threatened to cause major
social upheaval, the Government relented on its previous reluctance and approached the Bretton Woods
and other multilateral institutions, including the Bank1. The Government embarked on macroeconomic
and structural reforms that addressed the rigidities regarding the fiscal, debt, and external imbalances2.
The first generation reforms 2008-2010 were implemented successfully by the Government. Despite
initial hardships, the major reforms produced tangible benefits for the population, notably by increasing
the opportunities for economic activity.
3.

Second generation of reforms

Much progress was made during 2008-10 in returning Seychelles’ economy to a sound economic
footing. However, while the major macroeconomic imbalances were restored fairly quickly, much
remains to be done for making the private sector the driver of economic growth.
a.

Promoting economic diversification and competitiveness

Substantial progress has been made in promoting economic diversification and competitiveness.
However, despite this noteworthy progress, much further work is required. In particular, actions have to
be stepped up to ensure sustainable and inclusive growth and boost economic competitiveness. The
Government promotes ‘maintaining a sustainable and stable economy through macro-economic reform
and programs to improve the wellbeing of the citizens of Seychelles’. This will create the opportunities
and incentives for the private sector to develop production, productivity, and employment. It will also
offer the population with more job and small business opportunities and pay for a sustained provision of
quality public services.
Future actions will include a new Competition Bill to address current overlapping functions of agencies
and ensure harmonization with other national and regional competition legislation as well as alignment
with international best practice. Reforms in that area will also include consolidation of the International
Business Companies and Special Licenses Acts, both of which were last amended in 2003. Consolidation
of the two Acts will result in a more level playing field.
Overall, future policy reforms will be aimed at improving the general business environment, thereby
boosting private sector economic activity. Companies both in the traditional sectors of tourism and
1

2

The Bank Group had suspended all operations in 2000, when Seychelles incurred arrears to the Bank. Although the arrears
(USD 46.75m) were repaid in 2006, the Bank did not resume operations then.
By November 2008, the Government had been able to negotiate a two-year Stand-by Arrangement.
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fisheries, including the Blue Economy, as well as businesses in non-traditional, new areas of economic
activity will benefit from improved access to finance and competitiveness. This will support economic
diversification and create jobs in a gender-balanced way, including for the youth and women, thereby
promoting inclusiveness. Continued economic reform implies improving the management and
sustainability of SoEs, tackle human resource capacity bottlenecks, undertaking reforms in labor laws to
achieve a sustainable balance between labor competitiveness and workers’ rights. This will create the
opportunities and incentives for the private sector to develop production, productivity, and employment.
It will also offer the population with more job and small business opportunities and pay for a sustained
provision of quality public services.
b.

Promoting the financial sector

Much progress has also been made in the financial sector. The Government in 2014 adopted the
Financial Sector Development Implementation Plan (FSDIP) 2014-17, which, as its main objective,
aims to improve access to finance. However, only little progress had been made by mid-2105 in
implementing the reforms envisaged by the FSDIP. Thus, the issue of limited access to finance persists
and needs to be addressed forcefully. Specific actions regarding MSMEs need to be boosted in the
context of implementing the FSDIP.
The reforms under the FSDIP have been identified by the Government as priority areas, considering
their potential high impact on individuals, businesses and government agencies and on the overall
efficiency and security of the financial sector3. Specifically, they include a financial literacy training
program to enable companies (notably MSMEs) to submit bankable businesses/projects; measures to
target the financial sector’s risk aversion to lending to resident individuals and businesses, including
through interest rate subsidies; development of NBFI regulations and a training program for NBFIs, as
NBFI staff still lacks expertise in the regulation of the insurance and pension sectors. There are several
broadly related reforms. As the main outcome, the reforms supported in this area are expected to result
in more credit to the private sector, especially to MSMEs.
In summary, the second generation reforms have proven to be more difficult for the authorities. Even
though legislation and regulations were streamlined and modernized, their application has not always
resulted in the resolving the issues they were meant to address. Most notably, lack of access to finance
has remained a major impediment to fully harnessing the potential of the private sector, in particular
MSMEs, to contribute to Seychelles’ developmental objectives.

3

The reforms will also be supported by a MIC TF grant on ‘strengthening financial markets’, approved in July 2015.
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Annex 4: Governance Indicators
A.

Mo Ibrahim Index of African Governance

Seychelles
Δ = Change since 2011
2014

Δ

Africa
average

Rank
/ 54

Overall Score
Safety & Rule of Law

70.3
71.1

-0.8
-1.0

50.1
51.3

6
5

Rule of Law
Accountability
Personal Safety
National Security
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46.5
63.9
99.9

-0.5
-2.9
-0.9
+0.2

50.8
35.5
44.0
74.8

8
11
4
4

Participation & Human Rights

63.7

-5.2

49.3

13
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Gender

70.8
51.8
68.4

+0.1
-6.0
-9.8

45.9
47.3
54.8

11
24
10

Sustainable Economic Opportunity

64.1

+1.6

43.2

5

Public Management
Business Environment
Infrastructure
Rural Sector

46.0
53.1
86.6
70.6

+0.5
-5.3
+7.6
+3.7

46.0
40.7
36.5
50.5

29
12
1
6

Human Development

82.4

+1.5

56.4

2

Welfare
Education
Health

78.8
69.0
99.5

0.0
-0.2
+4.7

50.9
48.8
69.9

4
7
1

B.

World Bank’s Worldwide Governance Indicators

Chart 2. World Bank’s Worldwide Governance Indicators
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C.

African Development Bank’s CPIA Ratings 2011-2014
African Development Bank - Country Policy and Institutional Assessment
A. Economic Management
4
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Regulatory
Environment
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Use
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Social
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YEAR
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Policy
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Equality

Average

3

Average

2

C. Policies for Social Inclusion / Equity

Average

1

B. Structural Policies
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3.50
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3.50
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2.83
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4.17

4.17

4.00

4.40

5.50

4.45

3.53

2013

3.86

4.00

4.00

3.50

3.83

3.75

3.17

3.17

3.36

4.33

4.00

4.17

4.90

4.50

4.38

3.66

2014

4.10

4.50

4.00

4.00

4.17

4.25

3.50

3.33

3.69

4.50

4.00

4.17

5.00

4.50

4.43

3.76

Fiscal
Policy

Debt
Policy

African Development Bank - Governance Rating
D. Governance Rating : Public Sector Management and Institutions
1
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3

4
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YEAR
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Rights and
Rule Based
Governance

Quality of
Budgetary
and Financial
Management

Efficiency of
Revenue
Mobilization

Quality of
Public
Administration

Transparency, Accountability
and Corruption in Public
Sector

2011

4.00

3.50

4.00

3.00

3.00

2012

3.50

3.75

4.00

3.38

3.00

2013

3.50

4.00
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2014

3.75

4.00

4.50
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Source: African Development Bank, CPIA database, 2014.
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Annex 5: Status of MDGs
Seychelles
PROGRESS TOWARD ACHIEVING THE MILLENNIUM DEVELOPMENT GOALS
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Goal 1: Eradicate extreme poverty and hunger
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43.8

Ratio of female to male primary enrollment

101.4

98.8

105.1

Ratio of female to male secondary enrollment

100.2

110.8

109.4

Ratio of female to male primary
enrollment
106
104
102
100
98
96
94
1990

2000

2013

SE.ENR.PRIM.FM.ZS

Mortality rate, infant (per 1000
live births)
15

Goal 4: Reduce child mortality
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Maternal mortality ratio (modeled
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Goal 6: Combat HIV/AIDS, malaria, and other diseases
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Goal 7: Ensure environmental sustainability
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96
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1.1

Improved sanitation facilities (% of population with access)
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Goal 8: Develop a global partnership for development
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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

last update :

Latest year available in the period 2005-2013

April , 2015

Annex 6: Seychelles’ Blue Economy Roadmap
It is increasingly recognized that Seychelles’ comparative advantage lies with the sustainable
development and protection of the ocean and ocean resources. This is reflected in the current
‘National Development Strategy’ 2015-19 and ‘Seychelles Sustainable Development Strategy’
(SSDS) 2012-20, which have identified Fisheries and Marine Resources as key cross cutting issues.
In order to implement the Blue Economy concept, the Government is developing the National Blue
Economy Roadmap that identifies a range of future development opportunities. The concept
emphasizes the economic potential of Seychelles’ vast Exclusive Economic Zone, a marine area of
1,374,000 km2 (the 2nd largest in Africa), for inclusive growth. The purpose of the Blue Economy
Roadmap is to set the broad direction for future investment in and development of a sustainable
ocean-based economy in Seychelles.
While there is no universally accepted definition for the Blue Economy, for Seychelles the notion of
the Blue Economy refers to those economic activities that directly or indirectly take place in the
ocean and coastal areas, use outputs from the ocean, and place ‘goods and services’ into
ocean’s activities, with the contribution of those activities contributing to economic growth and
social, cultural and environmental well-being.
The scope of the Blue Economy covers activities that:
1.
2.
3.
4.
5.

explore and develop ocean resources;
use ocean and coastal space;
protect the ocean environment;
use ocean products as a main input; and
provide goods and services to support ocean activities.

While these focus areas are not new, the core principle of the Blue Economy is the synergy created
by all components coming together to support the ultimate goal of sustainable development for the
Seychellois people and future generations.
By conceptualizing the ocean as a development space where spatial planning integrates conservation,
sustainable use, resource extraction, sustainable energy production and transport, the Blue Economy
offers an innovative economic approach that is guided by environmental principles. It focuses on
ocean value services entering decision-making with the benefits are shared more equitably among
the Seychellois.
In developing the Blue Economy Roadmap, the Government’s overarching goals are:
1. Economic diversification - to reduce vulnerability from reliance on a small number of existing
sectors and to increase the %GDP derived from marine sectors;
2. Creation of high value jobs – while unemployment levels in Seychelles are not high, the creation
of higher value jobs is seen as a priority;
3. Ensure food security - through effective and sustainable utilization of marine resources; and
4. Manage and protect the marine environment in a sustainable and responsible manner for present
and future generations.
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The expected results from implementing the Blue Economy Roadmap include:





Increased investment in existing ocean-based economic sectors (particularly fisheries and
shipping) to realise greater monetary value from the existing resource base;
The development of new economic sectors based on existing marine resources (for example
marine-based aquaculture, offshore petroleum and minerals, as well as marine bio-prospecting
creating products and processes);
Greater protection for Seychelles ocean space and resources through better coordination across
different sectors, application of protective measures and greater use of surveillance and
enforcement tools; and
New research, innovation and generation of knowledge about Seychelles ocean space and
management needs that can lead to sustainable energy production.

Translating new opportunities into productive output will require investment in research and
development, building technical capacity and attracting and retaining foreign investment. To achieve
this, the Government has identified seven key thematic areas (“enabling conditions”) that are vital
for creating the conditions for growth and investment in Seychelles: (i) A healthy, resilient and
productive marine environment; (ii) Ocean governance; (iii) Technology, research and innovation
development; (iv) Business development, investment and finance; (v) Maritime surveillance and
enforcement; (vi) Education and capacity building (in particular for the youth); and (vii)
Infrastructure.
Implementation will generate a number of prominent features for Seychelles’ Blue Economy:











Protection and recovery of ocean ecosystems and biodiversity would be prioritised ;
Existing ocean industries (e.g. shipping and offshore petroleum) would have ‘greened’ their
activities and be ensuring that their operations cause minimal environmental impact and meet
the highest levels of sustainable practice;
Integrated cross-sectoral spatial planning, including coastal zone management, would be in place
for all sea uses at the national level;
Maximise and sustain revenues derived from fisheries and fisheries related products;
Established and increasing sustainable use of bio-resources, including biotechnology and marine
ecosystem services, to find innovative solutions to many of the regions problems would be
occurring;
Greater utilisation of renewable energy from the ocean would occur;
Disaster risk management practices and Adaptation planning would be in place for rising sea
levels and foreseeable climate change impacts; and
Surveillance of offshore waters would be strengthened through enhanced maritime domain
awareness and existing laws would be robustly enforced;
Branding Seychelles as a “blue” tourism destination would be used to promote the nations
comparative advantage in this sector;
Knowledge generation and collaboration will be facilitated to assist with capacity development
and enhanced/informed/joint decision making.

.
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Annex 8a : Summary of Ongoing and Newly Approved Operations (as of December 2015)
Sector

MultiSector

Social
Sector
ICT
Agriculture
Finance

Approval
Date

Final Disb.
Date

Project Name
Policy Based Partial Credit Guarantee (PBPCG)

2-Dec-09

31-Dec-30

MSME Development Project
Statistical Capacity Building Program Phase II (SCB-II)
TA for Development of PPP Legal, Regulatory and
Operational
Inclusive PSD and Competitiveness PBO-II

3-Jun-14
13-Apr-11
14-Nov-14

31-Dec-16
30-Dec-15
30-Jun-17

23-Sep-15

31-Dec-16

Support for the Human Resources Development Strategy

15-Apr-14

31-Mar-17

Development of Quality of Service Standards and Regulations

3-Nov-14

30-Jun-16

Agriculture Sector Study

27-Feb-13

31-May-16

Strengthening Financial Market

8-Jul-15

30-Dec-17

Integrated Sanitation Master Plan
22-Dec-14
Mahe Sustainable Water Augmentation Project (MSWAP)
1-Apr-15
Total 1 (without the PBPCG)
Total 2 (including the PBPCG)
Note : * The Disbursement ratio is the total disbursed over signed loans and grants.
Water &
Sanitation
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27-Jun-17
31-Dec-19

Net
Commit.
(UA m)

Disburs.
(UA m)

7.22

0.00

0.72
0.49

0.01
0.49

0.37

0.00

7.22

0.00

0.50

0.00

0.10

0.00

0.65

0.41

0.50

0.00

0.84
16.08
27.49
34.71

0.14
0.00
1.04

Disb.
Ratio (%)

Age
(yrs.)

0.00

6.0

1.38
100
0.00

1.5
4.07
1.1

0.00

0.2

0.00

1.7

0.00

1.1

62.31

2.8

0.00

0.4

16.28
0.00
5.1*

1
0.7
1.6

Annex 8b:

Ongoing non-lending operations supporting the new CSP’s objective

There are 7 ongoing non-lending operations carried over from the CSP 2011-15 that also contribute
to the new CSP’s overarching objective of private sector development/economic diversification, and
complement the proposed new non-lending operations proposed in IV.d.
MIC - Support For The Human Resources Development Strategy: This MIC TF grant (approved
in April 2014, UA 0.5m) assists the Government in putting in place a comprehensive human
resources strategy, thereby addressing capacity constraints due to shortage of available skills that
has hampered Seychelles’ development. Targeted actions include the training of women and youths,
thus boosting inclusive and gender-balanced employment.
MSME Development Project: This MIC TF grant (approved in June 2014, UA 0.7m) assists the
Government in bringing on stream a 5-year strategy for the development of MSMEs. The capacity
of government agencies in charge of MSME promotion (SEnPA and SBFA) will be strengthened,
including through training (targeting women and youths).
Strengthening Financial Markets: This MIC TF grant (approved in September 2015, UA 0.5m)
aims to improve the regulation and supervision of the financial sector by strengthening existing
regulations and introducing new ones.
MIC TF for the Development of Quality of Service Standards and Regulations for
broadcasting and telecommunications service providers: This MIC TF grant (approved in
November 2014, UA 0.1m) introduces legal recourse to issues related to the quality of service
standards from broadcasting and telecommunications service providers. The grant contributes to
entrepreneurs being better able to investigate and plan new business activities, which supports
economic diversification and structural transformation.
TA for the Development of PPP Legal, Regulatory and Operational Guidelines: This grant
(approved in November 2014, UA 0.4m) assists the Government in setting up the PPP legal and
regulatory framework that will boost investment in PPP projects, thereby mobilizing (in an external
debt-neutral manner) development finance from the private sector. This contributes to economic
diversification and structural transformation.
Agriculture Sector and Marine Aquaculture Development Study (ASMADS): This study
(approved in February 2013, UA 0.7m) supports the Government in the development of projects to
strengthen the agricultural value chain. It includes a stock-taking exercise of the various activities
under way in the sector, including those regarding the production of foodstuffs for the tourism
industry, specifically the cultivation of poultry and horticulture.
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Annex 9: Climate Fact Sheet
 Seychelles is a forerunner with regard to environmental management and climate change, for
aspects involving both the green and blue economy. The Government is seeking financing for the
revision of the National Climate Change Strategy (NCCS) launched in 2009 as well as technical
assistance to design climate risk assessment procedures and/or climate proofing tools, which are
needed to strengthen capacity for implementing the NCCS. Seychelles is committed to announce its
post-2020 climate actions under the new international agreement known as the Intended Nationally
Determined Contributions (INDCs), to be presented during the UNFCCC COP21 in Paris in
December 2015.
 To further emphasize the importance that the Government of Seychelles is giving to climate
change, the Government recently re-structured the Ministry of Environment and Energy to include
Climate Change, the Ministry has been renamed to the Ministry of Environment, Energy and Climate
Change. The Ministry is divided into two departments, namely, the Department of Environment
(DoE) and the Department of Energy and Climate Change (DoECC). The Department of
Environment is revising the Environment Protection Act (1995) and Environment Protection
regulation (amended 2013) which specifically sets out the Environmental Impact Assessment (EIA)
requirements for Seychelles. The DoE is promoting clean tourism through sustainability licenses for
establishments; the initiative has been supported by the Global Environment Fund (GEF) which to
date has piloted 5 – 6 small and large scale establishments and provided training for evaluators,
resulting in the nationalization of certification auditors.
 Seychelles has a unique biodiversity, and it has embarked on new biodiversity programs to ensure
their mainstreaming into production sectors. To this end, the main biodiversity areas are being
mapped and integrated in land use planning, along with the revision of adequate and appropriate
legislation to ensure enforcement. The key constraints are lack of enforcement of legislations, which
is mainly due to the insufficient human resources and lack of sustained financing for new and existing
biodiversity conservation areas. The Government is exploring ways of attracting private sector
investment to address the issues of sustained financing, specifically looking at PPP schemes.
 Seychelles is facing a visible increase in dry periods, severe floods and coastal erosion, making
climate change a real and immediate threat to the country’s economy. Rising sea surface temperature
and changes in ocean chemistry has also negatively impacted the health of coral reef systems that is
a natural protective barrier for the coastal plateau, a major tourist attraction, and essential to fisheries
and conservation of biodiversity. The country's capacity to adapt to such change is currently very
limited and the Government is increasingly constrained by high costs for adaptation measures.
 In order to reduce climate change impacts on living conditions, the environment, environmental
hazards, and socio-economic development, the Government intends to access climate investment
funds for adaptation projects. Nevertheless, Seychelles still faces challenges in addressing climate
change issues, because of a lack of scientific capabilities as well as slow roll out of mitigation and
adaption funds. This reflects a lack of professionals in the domains of climate change, oceanography,
meteorology, and other related fields. Human and financial capacities will have to be built up to
enable the identification, implementation and monitoring of appropriate adaptation and mitigation
strategies.
 The water sector has benefitted from a comprehensive Water Supply Development Plan (20112030) launched in 2011 with the support of the African Water Facility. The plan details specific
actions to be carried out in order to resolve protracted water shortages during the dry season,
including increasing the capacity of the reservoir, tackling non-revenue water, and enhancing
institutional capacity. Nonetheless, the country is still experiencing persistent water shortages, and
the Public Utility Corporation (PUC) expressed interest in a technical study on reservoir capacity
(stock taking) and needs assessment.
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 Adaptation measures to increase the resilience of marine ecosystems to Climate Change should
be a priority considering their importance to sustain fisheries and tourism. In this respect the
development of the current network of Marine Protected Areas (MPAs) around strategic coral reefs
would increase their resilience to water temperature increases and acidification, and provide very
valuable ecosystem services (for fisheries, tourism, coastal protection, etc.). The protection of coral
reefs along the coasts is essential, considering their role as “natural protection” against coastal erosion
and violent storms. Other strategic adaptation measures could include the construction of small
reservoirs to address the already noticeable increase in dry periods. More specifically, in the fisheries
sector, there is a need for a close monitoring of the main commercial fish stocks to identify, in
particular, migration patterns and their consequence in terms of resources accessibility. Equatorial
oceans are going to be among the most negatively affected by water temperature increases, and
fishermen will have to adjust both in terms of exploited resources and fishing techniques. In relation
to the mitigation of CC, SIDS like the Seychelles have a significant potential in terms of blue carbon
sinks (i.e., mangroves, seagrass meadows and salt marshes) and could be key players in bringing
higher attention to this issue in international fora.
 The mission team noted that the Government is committed to the targets set in the Energy Policy
of Seychelles to increase RE contribution to 5% by 2020 and 15% by 2030. To date, the RE
contribution is an estimated 4%, about 1 MW (1%) generated from solar power and another 6 MW
(3%) from wind power. The three dominating areas targeted for action are the consumption and
production of electricity and land transport, which account for more than 80% of oil consumption in
Seychelles. A new Energy Act has been approved and the legislation pertaining to the Seychelles
Energy Commission has been updated. These instruments allow independent power producers to
produce and sell renewable energy to the national grid (capped at 50%). This instrument has been
successful in attracting a number of auto-producers who use mainly solar power to generate energy.
The Government is also looking at other options of generating power through Renewable Energies
such as the use of waste. Furthermore, the Government will make relevant investments to create the
enabling environment for development of renewable energy, develop legislative and institutional
framework, and set up adequate fiscal and financial incentives to stimulate similar investments by
the business community and the population. Despite the progress made and commitment of the
Government to move towards a greener economy, some challenges still persist; these are mainly lack
of resources and capacity to move towards renewable energy technology.
 Going forward, areas for improvement include setting up appropriate institutional and legal
mechanisms to implement the various climate change and blue economy related policies and
activities. To enable the country to effectively address its vulnerability, there is need for a national
coordination mechanism and for an over-arching strategy (such as a Seychelles Green Economy
Strategy) that addresses mitigation and adaptation across all sectors. The Ministry of Environment,
Energy and Climate Change (MEECC) is in the final stages of the drafting of the Seychelles “Marine
Spatial Planning.” This tool will guide the harmonious planning for the sustainable and long-term
use of the Seychelles Exclusive Economic Zone. However, significant human and financial resources
will have to be mobilized for its implementation.
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Annex 10:

Summary of Findings from Stakeholder Consultations

Government

Project Implementation Stakeholders

 Economic diversification and building resilience to

 Slow start-up of operations after approval due to

shocks is the country’s top priority.

 Early consultations (i.e. even before CSP preparation







mission) helped optimize needs and priorities of
Government in the design of the new CSP, followed
by well-staffed missions to Victoria
Requested continuity of Bank assistance in the
infrastructure sectors, notably energy, emphasizing
Government’s shift in focus from the water sector,
and for further support of policy reforms; both with a
view to creating a more conducive environment for
private sector activity and job creation, notably for
youth and women
Address skills mismatch through targeted training
programs
Costly investment projects need to be financed
through other than budgetary resources to safeguard
Seychelles’ public debt ratio
Ongoing dialogue essential for fine-tuning of CSP
implementation.

Private Sector

 Government should reduce its activities in the





economy
Helping MSMEs obtain financing is crucial for
economic development
Bank should foster PPP projects
Bank should help mobilize additional funding
Regulatory reforms need to continue to reduce
bureaucracy and facilitate operations
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inadequate implementation capacities at the time of
approval (most of the implementing staff had no
previous experience in implementing Bank-supported
projects, which caused delays;
for projects being implemented by more than one
agency, there is a need for harmonization of
procurement plans;
Stakeholders should be involved in proposal
development at all stages for projects to achieve
higher quality at entry and start up;
Need for communication to all stakeholders soon
after the Bank’s project approval;
Need for the Bank to regularly undertake project
supervision to maintain adequate implementation
oversight through the proper M&E structures and
activities;
Use local procurement systems to speed up
processes; and
Need for regular staff training in procurement,
disbursement, finance, and monitoring to enhance
implementation capacity at ministerial and
implementing agencies levels.
Civil Society Organizations
Creating jobs for youth and women is essential to
prevent social tensions
Training of youths should receive special
consideration
Higher education programs should be developed to
match skills learned by youths those sought by
businesses
Interventions should lead to inclusive growth.

Annex 11: Summary of Analytical Briefs*
Climate Change (1)
 The climate of the Seychelles archipelago is strongly
influenced by the ocean, mainly through ocean currents
and sea surface temperature patterns.
 Seychelles is vulnerable to climate change and
associated extreme events. It is almost entirely
dependent on surface water runoff. Rising sea levels
will result in the displacement of a large proportion of
the population as well as the disappearance of low-lying
islands and cays.
 For the Government to develop the 'Blue Economy'
more capacity is needed. Importantly, there is a need for
close monitoring of fish stocks. The Bank has prepared
a concept note for a MIC grant on how to construct the
System of Economic Accounts for Fisheries (SEAF).
Given the importance of climate issues for Seychelles,
a Climate Development grant is being proposed to assist
the Ministry of Environment, Energy and Climate
Change (MEECC) in developing scientific capabilities
regarding the network of meteorological stations, data
collection, interpretation and diffusion.
Fisheries Sector (3)
 Seychelles’ economy depends to an important degree
on fisheries. The fishing sector generates around 6,000
jobs, amounting to about 17% of total formal
employment, and the contribution of the fisheries sector
to GDP is estimated at 9%.
 The main issues and challenges are lack of updated and
viable management plans in the domestic fishery;
difficulty in implementing efficient Monitoring,
Control and Surveillance programs; and inadequate
infrastructure for the industrial tuna fleet.
 Further developments in the fisheries and aquaculture
sectors should be considered in the context of an overall
“Blue Economy” approach.
Private Sector Competitiveness (5)
 Seychelles has a largely undiversified economy, a
challenging geographic position, and a small domestic
market. These factors underline the importance for
enhancing
competitiveness
but
despite
the
improvements, major overall challenges remain.
Special attention needs to be given to financial market
development, since lack of access to credit by MSMEs
is the most prominent factor in the area of financial
inclusion.
 There are still major issues which must be addressed for
the sector to play its role in financing the country’s
development. The banking sector is showing signs of
risk aversion and does not adequately engage in lending
to resident individuals and businesses.
 Potential Bank interventions should focus on Access to
Finance, Business Environment, and Entrepreneurship/
business skills development. In so doing, the Bank will
support the implementation of the Seychelles
Sustainable Industrial Competitiveness Policy (SSICP)
2015-20 currently being finalized by the Government.

Governance (2)
 Seychelles is among the top performers on Governance
scores across Africa. The Bank’s CPIA ratings for
Seychelles have continuously increased since 2009.
 A new medium-term National Development Strategy
(NDS) 2015-19 is being prepared that builds on the
priorities of the previous one, the ‘Seychelles 2017
Strategy’. The NDS emphasizes that Seychelles’ main
two economic sectors—tourism and fisheries--are
wholly dependent on the ocean that surrounds them,
introducing the Blue Economy as a central concept. The
NDS also includes actions regarding the crosscutting
issues of gender equity (including special programs for
youths) and environmental impact. It also links up with
the on-going reforms to enable PPPs, which will be
critical for private sector development.
 It will be pertinent to further explore governance issues
during implementation of the CSP in the context of the
two proposed pillars. PBOs would be the key
instrument to help the government bring about policy
reform.
Statistical Topics (4)
 There are 31 stakeholders using the databases of the
National Bureau of Statistics (NBS). The NBS
complied with the IMF Special Data Dissemination
Standard (SDDS) on May 1, 2015.
 The NBS neither produces supply and use tables nor
reliable estimates of GDP on the expenditure side. This
situation has made it difficult for Seychelles to
undertake further analytical studies.
 Further efforts should be undertaken to build upon the
successes in recent years regarding the strengthening of
statistical bases. A major focus will be on the National
Income Accounts, especially the satellite accounts of
tourism and fisheries, for which a grant will be offered.
Regional Integration (6)
 Seychelles’ economy lacks diversification and is
vulnerable to external shocks, the result of a heavy
reliance on tourism and fisheries. An enhanced
economic integration with its neighbors therefore
provides an opportunity to get better market access
within the region. The recently completed Seychelles
IAP 2015 identified various projects that have the
potential of intensifying regional integration.
 As a SIDS, Seychelles needs to offset its geographic
constraints through integration with larger economies,
with the issue for Seychelles the significant
diseconomies of scale. Following Seychelles’
membership in WTO in April 2015, domestic
legislation has to be aligned with WTO rules.
 The Bank can support Seychelles to enhance regional
integration and global openness through TA, especially
as regards high value-added quality products it can sell
on regional and global markets.
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Energy Sector (7)
 The country depends heavily on imported petroleum
fuel products. The country’s safe generation capacity
(52.4 MW) is somewhat below the total peak demand
(53.4 MW), although the power deficit occurs currently
only on one island. Electricity tariffs are being adjusted
quarterly although further cost recovery needs to be
undertaken to take into account capital costs.
 Seychelles’ Energy Policy envisages key changes to the
institutional and regulatory framework of the sector,
notably the development of regulations for independent
power producers (IPPs).
 The Bank is proposing to finance two energy projects:
(1) for improved power supply to La Digue island that
includes a component to develop the island network,
and (2) to improve efficiency of all power stations by
replacing worn out parts. Also, a SEFA grant is being
readied for a Direct Use Project linked to Energy
Efficiency and promoting the Blue Economy.
Furthermore, the Government should set clear targets to
diversify its energy mix to optimize the country’s use of
fuel resources. This includes notably the development
of regulations for independent power producers (IPPs).
The PUC should also develop a demand-side
management (DSM) program to encourage consumers
to save energy.
Transport Sector (9)
 Seychelles has approximately 508 km of roads; over
96% are surfaced. Between 2007 and 2012, vehicle
registrations increased 6.9% annually; nonetheless, the
estimated road traffic death rate per 100,000 inhabitants
in 2010 was the 6th best among 48 African countries.
Port Victoria is the only port that can handle the import
and export of goods for Seychelles.
 The timely expansion of the port and airport is critical
for the economic growth of the country, while possible
piracy and declines in fish stocks are challenges.
Existing roadways are becoming more congested, while
construction of additional roadways is difficult because
of the mountainous terrain.
 It is recommended that the Government prepare a
National Transport Master Plan. Public transportation
will need to play a much more prominent role.
Expansion of Port Victoria and of the airport has been
identified as major issues, although there are cost
constraints. Bank assistance in the transport sector
could focus on maritime and air transport, and MIC TA
Fund financing for the National Transport Master Plan
could be considered if the Government requests it.
Gender Equality (11)
 Seychelles is classified in the high human development
group in the UNDP index 2014 and is also recognized
as a country which has made great strides towards
gender equality. Nonetheless, the country has
challenges regarding availability of data, especially sex
disaggregated data. The 1993 Seychelles Constitution
guarantees the right to equal protection before the law
for every person without discrimination. Notably,
Seychelles’ National Assembly ranks 2nd in Africa and
5th in the world of women participation. Also, the
country has achieved all but one of the Millennium
Development Goals.
 Seychelles does not have a designated ministry or
department of women or gender affairs, but has a

Water Sector (8)
 While Seychelles’ infrastructure is well developed,
growing demand necessitates its strengthening. In
particular, water shortages/rationing are common
(especially in the drier months). The Seychelles Water
Development Plan (SWDP) 2008-2030 identified and
prioritized investment options.
 A key issue in Seychelles is the limited capacity to
execute sizeable projects.
 Although the Government has switched its top priority
from water to energy under this CSP, Seychelles needs
to accelerate the development of available water
resources for its sustainable growth. The Government
should continue to enhance water storage capacity,
develop desalination capacity, and pursue water
demand management and institutional strengthening.
The Bank is currently financing the preparation of the
Comprehensive and Integrated Sanitation Master Plan
for Seychelles (under the Africa Water Facility), and the
Mahé Sustainable Water Augmentation Project,
MSWAP.

ICT (10)
 Seychelles’ ICT sector is an important tool to support
business processes and information flow that can lead
to increases in value added. In August 2012, Seychelles
was connected Seychelles directly to mainland Africa
via an international submarine cable.
 The progress made by Seychelles over the years is
remarkable in terms of access to ICT services, but
internet household penetration needs to increase and
more businesses should make greater use of ICT
services.
 A market analysis study should be carried out and the
interconnection regime should be analyzed through a
benchmark study. The Bank is currently funding the
‘Development of Quality of Service Standards and
Regulations’ project and provides capacity building to
the regulatory staff of DICT through a Middle Income
Country (MIC) Grant of UA 102, 000.

Agriculture, Fisheries and Food Security (12)
 About 17% of Seychellois live below the national
poverty line. Food and nutritional security in the
Seychelles is a growing concern for the majority of its
inhabitants, since Seychelles is highly dependent on
food imports and hence exposed to potential disruption
of supplies by exporting countries.
 Agriculture has been receiving limited investment, and
its declining performance has contributed to increased
levels of food security vulnerability. The main
constraints to agricultural development are shrinking
arable farmland, high labor costs, and limited capacity
for agricultural extension services (including
marketing). Limited domestic production also reflects
limited availability of arable land. Increased imports of
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Gender Unit in the Ministry of Social Affairs,
Community Development and sport. The Gender Unit
is active in pushing actions and reforms towards gender
equality. However, its reduced capacity and resources
limits its effectiveness towards achieving its goals. The
lack of sex disaggregated data affects the
characterization of its population.
 The implementation of the CSP should systematically
address gender and inclusion concerns and gaps in
projects. The Bank can use its vast experience to help
the Government make its gender structure more
efficient, using its role as connector, convener and
catalyst. To that end, the Bank will offer a grant to
undertake a gender and socio-economic inclusion
analysis covering aspects of education and training,
access to employment and government decisionmaking with a gender and inclusion perspective. The
study will also identify gender gaps and inclusion
concerns in the area of energy and propose
recommendations to address them. The Bank can also
support, through policy dialogue, the efforts of the
country to revise its laws and legal codes hampering
gender equality, if the Government requests it.

foodstuffs are contributing to a change in dietary habits,
leading to poor nutrition and higher health-related
problems. Seychelles is becoming nutritionally
insecure, which is a threat to sustainable social and
economic development. While the health and welfare
budget is growing, it is not sufficient to address the
prevention and public health needs associated with
lifestyle risk factors.
 The Government should implement strategies that aim
at not only increasing food security levels but also
encourage healthy eating habits. The Government’s
Seychelles National Agriculture Investment Plan
(SNAIP) 2015-20 is a big step in the right direction. The
Government should explore the possibility of leasing
land in neighboring countries to produce basic staple
foods for export to Seychelles. This will allow desired
quality and quantity of foods, which has been a concern
in Seychelles. The Bank’s response should be to focus
on capacity building, specifically in agriculture and
fisheries, as well as using its role as convener, connector
and catalyst to encourage investment. The Bank can
make available, where warranted, Partial Credit
Guarantees (PCGs) and Partial Risk Guarantees
(PRGs). It will also explore the possibility of mobilizing
lines of credit, especially for on-lending to MSMEs
active in catering to the tourism industry.

* A Political Economy Analytical Brief was also prepared but not posted on that website due to the sensitivity of the
subject.
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Annex 12:

Detailed Contextual Analysis of Seychelles’ Infrastructure

Overall, Seychelles’ infrastructure is well developed on the main Mahé group of islands, which
are the major population centers. However, the present infrastructure is not sufficient to meet
future demand and sustain GDP growth, requiring investments for the modernization and up-grading
of the key sectors of energy, transport and water. These investments have been identified in great
detail in Seychelles’ IAP 2015 that costs and prioritizes them. On the main islands, 99% of the
population has access to utilities and a good transport infrastructure4. The Government’s position is
that the smaller islands are left to the initiative of the private sector (i.e., the investors): hotels and
residents have to take care of their own infrastructure. However, even on the main islands the present
infrastructure is not sufficient to meet future demand and sustain GDP growth, requiring investments
in modernization and up-grading:
Energy: Seychelles Energy Policy 2010-30 focuses on strengthening the Seychelles Energy
Commission, creating an Energy Regulator, and updating regulations for independent power
producers (IPPs). It establishes five pillars aimed at decreasing oil dependency 5 and increasing
energy efficiency. This targets promoting public transport and incentives for energy conservation,
including through voluntary agreements (especially hotels). Seychelles depends heavily on imported
fuel products. Its primary energy consumption is about 1.86 tons of oil equivalent (TOE), which is
higher than the average for Africa (0.7) and the world (1.8), reflecting households’ 99% access to
electricity. Seychelles’ per capita energy consumption in 2010 averaged 4,300 kWh. The main power
producer in Seychelles is the Public Utility Corporation (PUC), which produces the vast majority of
electricity in the country. There is some power production by private operators, overwhelmingly
from diesel engines on the smaller islands. The current generation capacity is 79.3 Megawatts (MW),
but the country’s safe generation capacity (i.e., without exceeding design thermal limits) is only 52.4
MW. This is below total peak demand of 53.4 MW, although the power deficit occurs for now only
on the island of Praslin. Nonetheless, up to now power supply has been reliable, without any rationing
or blackouts. Technically, a 15% (10 MW in this case) buffer between demand and overall generation
capacity is recommended. Hence, given future increases in electricity demand, additional
investments in energy generation are required to maintain the recommended buffer. Electricity tariffs
are being adjusted quarterly, although further cost recovery needs to be undertaken to cover capital
costs for the Public Utility Corporation (PUC). For domestic consumers, the energy charge varies
from 1.4 SCR/KWh (USD 0.12) to 4.5 SCR/KWh (USD 0.35), depending on the household
consumption (from 0 to more than 500 kWh). The power demand charge equals 0, 4.90 or 9.85
SCR/Kilovolt amperes (kVA), depending on consumption 6 . Consumers with a power demand
inferior to 2.4 kVA are exempted from the payment of the power demand charge. The Government
is committed to review the tariff structure with the objectives of limiting cross-subsidization;
reducing PUC’s need for debt financing; and adjusting tariffs regularly as needed. In view of the
increased demand for power, generation capacity needs to expand and transmission and distribution
systems to be renewed to forestall energy leakages. In line with its Energy Policy, the Government
should set clear targets to diversify its energy mix to optimize the country’s use of fuel resources.
This includes notably the development of regulations for IPPs. The PUC should also develop a
demand-side management (DSM) program to encourage consumers to save energy.
Water: Access to water is good, but a growing demand for fresh water requires Seychelles’ existing
water supply infrastructure to be strengthened. In particular, water shortages/ rationing are common
(especially in the drier months), and non-revenue water (NRW) loss is high at 48% due to an aging
4

5

6

The vast majority of Seychelles’ infrastructure is located on the narrow coastal plains of the three main islands, and hence,
is very much threatened by climate-related changes like sea level rise.
(i) Set up a vision for the sustainable development of the energy sector in the medium and long term - and embark on a
Plan of Action to follow this path; (ii) Improve the Government’s knowledge base for developing overarching long-term
energy strategies and guide stakeholders in decision-making; (iii) Change the framework to improve both public and private
initiatives in the energy sector; (iv) Focus on increased energy efficiency, which is a crucial contributor to sustainable
development; and (v) Increase the contribution from renewable energy in the energy matrix in Seychelles.
When compared to other SIDS, tariffs for domestic customers in Seychelles are higher than in Bahrain and Trinidad &
Tobago (endowed with domestic oil resources), but much lower than in Singapore and British Virgin Islands. When
compared with neighboring SIDS, Seychelles’ tariffs are in the lower range of average tariffs.
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reticulation system. The current demand of around 44,000m3/day is expected to grow to more than
55,000m3/day by 2020. In addition to existing fresh water storage and treatment facilities, there are
also desalination plants on the three main islands. Water tariffs for residential customers range from
a minimum of SCR 41.60 (USD 3)/month to SCR 131 (USD 9.35) in excess of 100m3, while for
commercial customers and the Government the range is SCR 113 to SCR 180. However, because of
the high operating costs of the desalination plants, the PUC has been running operating losses over
the last 5 years, although the PUC is currently undertaking their rehabilitation and is addressing the
high NRW losses through a pipe and meter repair and replacement strategy. These issues are
addressed in the Bank-financed Seychelles Water Development Plan (SWDP) 2008-30, which
identifies and prioritizes modernization and upgrading options for the country, as well as in the
Bank’s Mahé Sustainable Water Augmentation Project (MSWAP), approved in April 2015.
Transport: Seychelles has approximately 508 km of roads that are over 96% surfaced. During 200712, vehicle registrations increased 6.9% annually, although the estimated road traffic death rate per
100,000 inhabitants in 2010 was 15.0, the 6th best among 48 African countries. Port Victoria is the
only port that can handle the import and export of goods for Seychelles. Seychelles International
Airport, with a 3km runway, has had an excellent safety record since it became operational 40 years
ago. The Abu Dhabi Airport Company (ADAC) is expected to review the Development Master Plan
(updated in 2009 and estimated to cost USD 200m). Expansion of the port and airport is important
to sustain economic growth but very costly, especially in the context of limited fiscal space given
Seychelles’ debt policy. Also, even though roads are becoming more congested, expansion is difficult
because of the mountainous terrain and limited right-of-way, pointing to public transportation
playing an increasing role. The Government should consider the preparation of a National Transport
Master Plan to address these constraints.
ICT: In August 2012, the Seychelles East Africa Submarine (SEAS) cable project, co-financed by
the Bank, connected Seychelles directly to mainland Africa via an international submarine cable.
Total international internet bandwidth capacity increased to 2.8 Gigabytes per second (Gbps) by the
end-2014, tripling bandwidth capacity. The cheapest monthly internet service charges fell from
US$ 50 per month in 2010 and to US$ 16.63 in 2015, despite an increase in bandwidth per user from
512 kilobytes per second to 1,000 kilobytes per second. As a result, the percentage of the population
using internet increased from 41% at end-2010 to 54% at end-2014, compared to the African average
of 27% at end-20147. However, given Seychelles’ advanced development stage, internet penetration
is still relatively low (in Europe, the average was 70% at end-2014); especially businesses could
make greater use of ICT services. To that end, the Bank is helping the Government develop draft
regulations to allow legal recourse regarding issues of quality of service standards. The standards,
identified by the Government, aim at ensuring reliable and efficient delivery of highest quality
communication and broadcast services and protection of the welfare of end-users in Seychelles.

7

Source: Internet World Stats, http://www.internetworldstats.com/stats4.htm.
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Annex 13: Country Fiduciary Risk Assessment (CFRA) – Update of February 2015
1.

Executive Summary

1.1
In accordance with the Bank’s Policy on Program-Based Operations February 2012 and the
Fiduciary Risk Management Framework for Policy-Based Operations May 2011 a full fiduciary risk
assessment (FRA) was carried out in 2013 and updated in 2015 to assess the adequacy or otherwise
of the fiduciary environment and the existing country systems. The results of the FRA will be used
as inputs to the proposed CSP (2016-2019) and the Policy Based Operations for the Government of
Seychelles (Government). The objective of the assessment was to determine the extent to which the
country’s Public Financial Management (PFM) system could be relied upon for the efficient and
economic utilization of program funds. The Bank is fully committed to the Paris Declaration on Aid
Effectiveness and the subsequent declarations to using Country systems where such systems have
been assessed to be adequate.
1.2
The updated fiduciary risk assessment has noted that the Government has made good
progress in PFM reforms through the implementation of its PFM Action Plan 2012-2014, and the
enactment of a new Public Finance bill in 2012. This has led to concrete improvements in Seychelles
PFM system especially in the Comprehensiveness and Transparency of the Budget and in
Procurement. However, there remains room for improvements in Internal Controls, Internal Auditing,
Financial Reporting and External Scrutiny. The overall risk rating was assessed as “Moderate”. The
risk assessment for each PFM component is summarized in table 1 below.
Table. 1 Summary of Risk Ratings
Risk Pillars
Risk rating
Budget
Substantial
Audit and reporting
Substantial
Procurement
Moderate
Corruption
Moderate

1.3
The Mid Term Review of the CSP, the PEFA of 2008 and 2011, and recent assessments are
consistent in indicating a conducive PFM environment for the PBO. Based on the assessment, the
public financial management system meets the Bank’s minimum requirements for the proposed PBO.
However, fiduciary risk mitigating measures will continue to be put in place to ensure that adequate
fiduciary systems exist throughout the program implementation period and beyond.
2.

Budget

Credibility of Budget and Comprehensiveness and Transparency
2.1
Government has made significant improvements on Budget Credibility since the last PEFA
undertaken in 2011, where PI-1- PI 3 scored C. The last PEFA rating was based on performance
during 2007-2009, meanwhile significant actions to address the situation were undertaken in 2009
under an IMF Stand-by arrangement and further actions have been implemented in recent years under
the PFM Action Plan covering 2012-2014. This includes bringing budget classification in line with
international standards, by 2013 Government had revised its chart of accounts to incorporate GFMS
2001 classification. The comprehensiveness of the budget documentation since the fiscal years 2010
and especially 2011 have benefited from the new Budget Strategy and Outlook that was prepared by
the Forecasting and Analysis Branch (FAB) in the MoF, which was established in 2009. The FAB
also provides inputs for the monthly fiscal reports prepared by the Financial Planning and Control
Division, and for the revenue projections used in the weekly cash flow estimates. These efforts have
contributed towards enabling a better planning and control of expenditures- and have resulted in the
variance between the original approved budget and expenditure outturn to improve from over 20%
variance in 2006, 2007, to under 12% in 2014. Revenue forecasting has also greatly improved. It is
expected that a new PEFA based on the past three years would note significant progress in related
scores.
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2.2
Progress has also been made in addressing weaknesses relating to the oversight of fiscal risk
from SoEs. In the 2011 PEFA this area scored C. Since 2011 the Government has set up the Public
Enterprise Monitoring Department, and agreed on a number of structural benchmarks as part of the
IMF extended arrangement (2014-2015)- including the approval of a policy to further strengthen the
supervision of SOEs that operate on commercial terms, including independent review of large
investment plans. Government audits are also planned for five SOEs in 2015.
2.3
There remains room for improvement in ensuring public access to key fiscal information, in
particular through the publishing of budget information on the Government website. The Ministry of
Finance, Trade and Blue Economy website, where fiscal information would be expected to be made
available, has been under re-construction since 2014 and information is therefore not easily
accessible. This could lead to a slippage in the PEFA rating on budget transparency.
Policy Based Budgeting
2.4
Seychelles is progressing well on Policy Based Budgeting, there has been increased
orderliness and participation in the budgeting process. Since the last PEFA in 2011, the Government
has also gradually introduced a multi-year perspective in fiscal planning, a medium term fiscal
framework was approved for 2015 and the Government is rolling out priorities and performance
based budgeting across two Ministries this year. The National Development Strategy 2015-2019
(NDS) was recently approved and will be complemented by a new medium term budget framework.
The Government is also working to improve its Public Sector Investment Program, which will be
revised in 2015 to cover a five year horizon and meet the priorities set in the NDS and MTFF.
Although Government has made all these strides it would benefit more in terms of Budget
Transparency, Comprehensiveness, Credibility and budget monitoring by including the civil society
in a more organized manner. This includes by establishing a consultation mechanism with key civil
society groups when preparing the annual budgets. In this regard, the civil society have organized
themselves and formed the Citizens Engagement Platform (umbrella organization for Civil Society
Organisations) so that they can take an active part and have one voice in the process of budget
formulation and monitoring the budget execution. It therefore follows that it would be easier to rely
on the civil society to monitor budget execution.
Predictability and Control in Budget Execution
2.5
The 2011 PEFA identified weaknesses in the predictability and controls of budget execution,
with scores of D- C, in areas relating to the collection of tax payments; internal controls on nonsalary expenditures and internal audit. The Government has embarked on a comprehensive
modernization of its tax system, including introduction of a new business tax code and introduction
of VAT, which became effective in 2013. Efforts are also being made to clear tax arrears, a policy
on arrears was submitted to cabinet in 2014, providing an amnesty on tax-payers to encourage
voluntary compliance. The tax authorities are also collaborating with the National Tender Board to
ensure that tax arrears are cleared before awarding new contracts to suppliers. The introduction of etax registration and filing system rolled out in 2014 is also expected to enhance compliance and ease
of paying taxes. In the area of internal controls some improvements have been noted, but challenges
persist. In general, the Internal Control environment is seriously constrained by capacity gaps- which
impact on the ability of the internal audit office to ensure adequate coverage, this has led to low score
in 2011, compared to 2008.
2.6
As of February 2015, the Government had a staff compliment of 16 auditors in place against
a staff plan of 25. There are plans to increase the number of auditors despite the Government hiring
freeze, but the Government reported on challenges in finding qualified and experienced candidates
in Seychelles for internal audit positions. Efforts have been made to improve the institutional
framework for internal audit, with the introduction of new tools and manuals, including a risk based
approach to audit. There are reforms in this area taking place but they should be accompanied by
capacity building in order to have the desired impact. The reforms include the formation of the
Government Audit Committee to look into audit issues. This committee’s independence is enhanced
by the inclusion of members from the Private Sector (SCCI) and Civil Society (CEPs).
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3.

Accounting, Recording and Reporting

3.1
Delayed financial reporting led to low score of C+ in 2011. Failure to report commitments
also affected the PEFA scores. The likely causes of these would be capacity and lack of accounting
standards. In this regard, the Government has embarked on a project to enable track debt and
commitments on one hand and track government assets on the other. In the PFM Action Plan the
Government had undertaken to adopt introduce the new GFSM 2001 based chart of accounts and
IPSAS Cash reporting and introduce a capacity building program. IPSAS cash was introduced with
the 2013 Government Annual financial statements. The Government has also introduced various
capacity building programs including two year diploma courses at the University of Seychelles and
overseas seminars and trainings. The Accounting procedure manual has been prepared and is
expected to be approved by Q1 2015. Asset Registers for all Government assets have been introduced
and target is to have all assets (except land and buildings) accounted for by March 2015. While these
registers are being maintained in excel, the Government is working on rolling out a software for all
Ministries in order to automate this exercise.
3.2
With the new Public Finance Act (2012), the Government has been able to establish the
Financial Planning and Control Department within the Ministry of Finance. This department is
responsible for Budgeting, Accounting, Internal Controls and Financial Reporting. This is a positive
step forward. Led by a Comptroller General now takes charge of all accountants in the ministries and
other MDAs. However, capacity still remains a challenge as there a few qualified Accountants in the
Country and it is difficult to get the required skills.
3.3
Payment to Government suppliers have improved tremendously with payments done within
the month but a proper policy is lacking detailing when suppliers should be paid. To put a proper
system in place, the Government is working on an Expenditure and Payment Policy to guide
Ministries on payment terms. Sensitization of suppliers and Contractors will also be done so that all
parties are away of payment terms and their respective duties.
3.4
Although the big Ministries still process their payrolls, the payments are centralized with all
Government Civil Servants salaries being paid from the Ministry of Finance (MoF). An automated
payroll system is used and the balances transferred and captured in the main Accounting system at
the Ministry of Finance.
4.

Audit and External Scrutiny

4.1
Although there is slow progress in this area, the Office of the Auditor General (OAG) has
continued to do well owing to the enabling legislation. The OAG has continued to produce quality
reports on time (taking into account the timing of the Financial Statements). The OAG is currently
developing the second Strategic Plan (first one expired in April 2013) which will guide its future
performance in the next few years. The 2011 consolidated audit report had an “except for” qualified
audit opinion while the 2012 audit was qualified due to non-accounting of advances to SoEs, which
were liquidated. The MoF should work with the other Ministries to try and address the issues raised
during the audits so that subsequent audit reports come out with an unqualified (clean) audit opinion.
However, Government can improve in the area of taking action on the OAG Reports by ensuring
that the Government Audit Committee is strengthened to ensure most of the Audit findings are
addressed in a timely manner and only unresolved issues are forwarded to the PAC. Although the
OAG office is constrained by capacity issues (only 30 Auditors staff compliment in 2015), they have
managed to conduct financial audits at all big ministries focusing more on material expenditures.
There is also progress in the area of performance audits with the office conducting two performance
audits in 2013 and one in 2014. The OAG has also conducted audits in the six public enterprises they
are mandated by law. The findings from the OAG reported include failure to adhere to procedures,
internal control weaknesses and delays in submission of Annual financial statements. However, for
them to be effective they will require training in Performance audits and in Investment Projects
assessments.

- 28 -

5.

Procurement

5.1
As a Policy Based Operation, procurement will be done following country procurement
systems in accordance with the PPA, 2008. Overall risk rating in public procurement in Seychelles
has improved from the last FRA undertaken in 2013, where it was rated as substantial. Given the
positive progress in implementation of recommended mitigation measures, specifically the
adoption of regulations to operationalize the Act and implementation of capacity building
activities - risk is now rated ‘moderate’. Seychelles has maintained a positive trajectory in terms
of procurement reforms and this is evidenced in the good progress in the Public Expenditure and
Financial Accountability (PEFA) assessment in 2011 rated B from D+ in 2008 with respect to PI-19
indicator related to competition, value for money and controls in procurement, which has continued
to evolve positively- a self PEFA assessment estimates that the PI-19 rating would today be B+…
5.2
The procurement assessment draws from discussions with various entities including
Procurement Oversight Unit, National Tender Board, Review Panel, Ethics Commission, Chief
Internal Auditor, Office of the Auditor General, Public Utilities Corporation, Ministry of Finance,
Ministry of Education, etc. and also from the following reports; Public Finance Management
Performance Report, Seychelles, 2011; the Bank’s Seychelles Draft Summary Report on Assessment
Country National Competitive Bidding Procedures; Public Procurement Act, 2008; Reports of the
National Tender Board, 2013, and Auditor General for the year ended December 2013.
Legislative and Regulatory Framework
5.3
Public procurement in Seychelles is regulated by the Public Procurement Act, 2008 (PPA,
2008) promulgated in December, 2008. The Act is modelled according to Common Market for
Eastern and Southern Africa (COMESA) 2002 Public Procurement Framework Directive and is
therefore generally consistent with international standards as it contains most elements of modern
procurement legal and regulatory framework. The accompanying regulations, which were gazetted
in January 2014, specify that the Act is only applicable to MDAs and other budget dependent
agencies and expressly excludes public entities established under the Companies Act and all contracts
concluded under the rules and procedures of donor-funded activities. The Act describes the
institutional framework, methods of procurement, procedures, rules and ethical behavior. Standard
bidding documents have been developed and disseminated across procuring agencies and are in use.
5.4
Generally Seychelles has made progress in developing the legal and regulatory framework
following the enactment in 2008. The law establishes and prescribes the necessary hierarchy of the
various procurement actors from the Procurement Oversight Unit, the National Tender Body,
Independent Review Panel, the Procurement Committees and Procurement Units with clearly
delineated roles and responsibilities. .
5.5
The Act in Section 42 prescribes open tendering as the default mode of procurement and the
2013 Report on the Activities of NTB shows that 81% in number procurements were done through
open tendering (both national and international) which demonstrates reasonable compliance with the
Act with respect to methods of procurement. This is however a reduction from 84% and 94% reported
in 2011 and 2012 respectively. However, Section 58 (3) restricts participation in open national
bidding to citizens of Seychelles and local bidders which is contrary to the Bank’s Rules and
Procedures. The following summarizes issues pertaining to the legal and regulatory framework,
which need particular attention:
 POU to start preparing the annual report on performance of the procurement system as
required by the Act, Section 10(1)(g).
Institutional Framework and Management Capacity
5.6
The institutional framework for public procurement has evolved overtime and the
Procurement Oversight Unit has been established since 2009 following the enactment of the PPA,
2008. The POU is mainly a procurement policy making and monitoring body and is not involved in
conducting procurement proceedings or resolving procurement disputes. In addition, the institutional
framework establishes the National Tender Body (NTB), Procurement Committees (PC) and
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Procurement Units and the Independent Review Panel as key actors at various levels of the
procurement system with clearly defined roles and responsibilities. The NTB is responsible for
receiving and publicly opening bids, review recommendations of a bid evaluation report, publish
information on contract awards and recommend debarment of firms. POU and NTB operate
independently line with the provisions of the Act. However, since the two entities are collocated on
the same premises; there has been a general perception of overlap between the POU and NTB, which
is not the case since both have full institutional autonomy from each other. The role of the PC is to
approve procurement plans, adjudicating on bid evaluation reports in line with the thresholds and
contracts awards, overseeing management of contracts and approving annual reports to be submitted
to the POU. Procurement units are responsible for procurement planning and record keeping,
procurement processing, managing contracts and are offering secretariat to Procurement Committee.
From the regulations, Procurement Committees are now more decentralized as per the provisions of
the Act. As of January, 2015, there are 86 procuring entities as defined the Public Procurement Act
2008 and Regulations 2014 but data on staffing levels in procurement entities is still not available.
5.7
An attempt has been made to professionalize the procurement function through circular No.
10 of 2011; Training for public procurement professionals is currently being done at the Guy Morel
Institute of Management (University of Seychelles) through an 18-month certificate program which
covers Procurement & Procurement Planning, Methods of Procurement & Procurement Procedures;
Bids & Bidding Documents; Procedure for Review by the Review Panel; Contract Award & Contract
Management;- Public Private Partnerships; Procurement Effectiveness; E-Procurement &
Sustainable Procurement and National Guidance & Integrity in Procurement. So far, 30 people have
been trained, mainly from procuring entities. The third cohort of twelve students is due to start the
course in April 2015. POU still not done an assessment of the existing capacity in PEs. The
Government through the Ministry of Finance has put in place a PFM strategy to ensure that residual
risks are duly mitigated. The following issues still need attention under this pillar:
 Developing minimum standard staffing requirements for a procurement unit in order to
develop a capacity building strategy.
 Developing a short, medium and long term capacity building strategy
 Ensuring that Procurement Units to submit monthly and annual reports to POU.
Procurement Operations and Market Practices
5.8
The Government is generally making concerted efforts in advancing the private sector
agenda and this is evidenced by the initiation of a diagnostic report, Improving the Seychelles
Business Environment (February 2012), by the Seychelles Investment Board with the aim of
identifying areas of improvement in the business process. This follows the World Bank 2012 Doing
Business report which ranked Seychelles at 103 out of 183 countries. The findings of the report are
aimed at bettering the Seychelles business environment. The other main challenge in Seychelles
faced by the private sector is limited access to credit and finance in general. By fostering improved
governance, access to credit and streamlined regulations for private sector, a favorable environment
for private sector participation in public procurement should emerge. The Government also
encourages open dialogue and participation of the private sector and civil society in the decision
process as exemplified by the inclusion of the private sector representative in the National Tender
Board and the Review Panel for resolution of complaints. According to the NTB Annual Report for
2012, local firms won 116 contracts valued at SCR 337,787,816.00 compared to overseas firms that
were awarded 74 contracts valued at SCR 95,296,721.00. This seems to indicate highly competitive
participation by local firms in public procurement (over 78% of the value of contracts awarded won
by local firms). The NTB 2012 report also indicates that it has witnessed an increase in projects being
presented to the Board, with the growing interest in government projects amongst suppliers and
contractors is attributed to their confidence in the Board’s integrity to award the tenders to the most
technically qualified bidders with the lowest price; the bidders value the impartiality and the
opportunities available. Within the framework of regional integration, Seychelles is part of Common
Market for Eastern and Southern Africa (COMESA) and for large contracts there are bidders from
these regional groupings. In addition, the Act restricts participation under open national competitive
bidding only to national bidders.
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 The POU and NTB should start collecting and publishing statistics in its annual activity report
showing the participation of local industries and entrepreneurs in public procurement.
Integrity and Transparency
5.9
POU is expected to play a key role in procurement oversight, being part of the control
systems for public procurement. In its monitoring function, POU should have established an
Inspectorate Unit responsible for monitoring procurement performance of procuring entities (Section
12 (1)) and prepare annual procurement audit reports to also ascertain compliance with the Act. The
Inspectorate Unit has not been established and recruitment of inspectors is work in progress. Since
its establishment, POU has never produced any annual report on the performance of the procurement
system as required by law therefore information on the performance of the system is limited,
meanwhile it is planning to produce the first report by end 2015. However, the NTB has been
producing annual reports on its activities since its establishment, the latest being 2011 report. The
reports by NTB mainly focus on procurement transaction undertaken during the year under review
and not performance of the system. NTB has highlighted several recurring issues in the 2011, 2012
and 2013 reports, such as; (i) absence of proper procurement planning, (ii) lack of fair competition
through unclear or absent technical or other specifications in the tender documents (iii) failure to
apply transparency, equity and consistency in tender evaluation; (iv) the need for clear and well
defined evaluation processes (v) inadequate or non-adherence to procedures or unfair tender
procedures. Thus some recommendations have been made by NTB to address these shortcomings.
5.10 The inspectorate unit under POU has been established in order to undertake the compliance
and monitoring function and from their activities since 2014, POU has indicated that compliance
with annual reporting requirements by PEs is still low, a fact that is corroborated by the Auditor
General’s Report of 2013 which indicates that there were still several instances of government offices
not adhering to the Procurement Act, covering goods and services. According to POU for instance,
out of 44 procuring entities had their tenders approved by the internal Procurement Committees, only
20 submitted their status report (45% compliance).The POU has not yet developed an electronic
portal for dissemination of information on public procurement; this is at present being done through
the NTB portal.
5.11 Furthermore, the Office of the Auditor General (OAG) carries out external audit function of
public funds while the Chief Internal Auditor (CIA) deals with the internal audit functions and
investigations to ascertain that the funds have been used for the intended purpose. Procurement
oversight activities need to be mainstreamed in all oversight institutions i.e. CIA, OAG, Ethics
commission by building the procurement capacity of the relevant staff and the inclusion of
appropriate provisions in their Standard Operating Procedures and Manuals. However, there is need
to improve coordination among various auditing entities in order to avoid overlap and build on
existing complementarities; increase the efficiency of the complaints mechanism, improve follow up
by the procuring entities on the auditors’ recommendations.
5.12 The procurement law provides for the Review Panel on Public Procurement comprising four
(4) members; a Chairperson, a representative of the Attorney General, a representative of the Fair
Trade Commission and a representative of a non-governmental organization and at present, the
chairperson is from the private sector, there are two public officers and a representative from the
National Consumer Forum. In addition there is an officer who assumes the function of the
management of the secretariat of the Committee. With this composition of the Review Panel, there
is confidence in the independence of its operations. The appeal mechanisms are well articulated and
generally working well.
5.13 The Review Panel has reviewed a reasonable number of cases since its inception and the
outcomes varied from admissible and founded, admissible but not founded and inadmissible. The
annual trend generally shows a reduction in the cases which may be an indication of the
understanding of the operations of the Review Panel and confidence of the bidders in the system.
 Preparation of procurement audit reports and annual procurement performance reports of the
entire system
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 Publication of procurement plans, SBDs and decisions of the procurement review panel on the
POU website.
6.

Corruption

6.1
According to the Corruption Perception Index of Transparency International, Seychelles has
shown continued progress in combatting corruption, from ranking 50th in 2008 to 43rd out of 175
countries in 2014, representing the 3rd position in sub-Saharan Africa after Botswana and Cape
Verde.
6.2
Seychelles signed the SADC Protocol against Corruption in 2001, although it has not yet
ratified it. It ratified the African Union Convention on Preventing and Combating Corruption in 2008
and the UN Convention against Corruption in 2006. The legal foundation for Seychelles’ anticorruption efforts is considered to be adequate, although there have been calls from the opposition
party and the media for greater action against corruption, supported by more comprehensive
legislation spearheaded by an anti-corruption agency. With regards to combating corruption in public
procurement, the Public Procurement Act (Section 103) requires that a bidder or supplier
participating in public procurement shall not engage or abet any corrupt, fraudulent, collusive or
coercive practices. The section also provides for sanctions in case of such practices, generally a fine
or in case of individuals it can be imprisonment. However, there is no report or information available
pertaining to the sanction mechanism and this is an issue which the Government needs to prioritize.
In addition POU should start compiling and filling of decided cases for future reference.
6.3
Public bodies charged with governance and anti-corruption include the Office of the
Ombudsman, which was established under the Constitution of the Republic of Seychelles in 1993
and may investigate any public authority in the country; the Public Officers Ethics Commission,
whose functions include enforcing declaration of assets and liabilities by public officers, education
and public awareness campaigns and investigations in relation to violation of the Public Officers
Ethics Act of 2008; the Attorney General’s Office and the Parliamentary Finance and Public
Accounts Committee that are charged with ensuring the accountability and proprietary of public
funds; and the Financial Intelligence Unit (FIU), which operates as a unit within the Central Bank of
Seychelles and focuses on anti-money laundering and combating the financing of terrorism. In 2014
the FIU received 1,200 requests for investigation, with about 50 potential cases taken to court or
prosecuted.
6.4

The following are issues requiring Government’s attention:

 Establishment of a sanction mechanism in line with the PPA, 2008.
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7.

Fiduciary Risk Analysis
Type of Risk

Initial Risk
Rating

Mitigation Measures incorporated
into Program Design

Budget Credibility
The 2011 PEFA shows a
score of C (better than D in
2008) mainly because budget
outturns are significantly
lower than budget. Here, the
risk is that budgeted items
may not be executed in the
budget year
Budget Comprehensiveness
and Transparency. There
has been some improvement
in indicators to do with
unreported government
expenditures due to the new
CoA, However, the
transparency and
comprehensiveness can be
improved. The attendant risk
is that government may leave
out some key items in the
budget.

Substantial

Most MDAs were not able to complete
the procurement processes in the year.
Capacity building in procurement
would help.

Moderate

All Government
expenditures are now
passing through the
accounting system. All
liabilities and creditors
listings are available.
Policy Based Budgeting
Government has made
forward strides on
orderliness in budgeting and
are planned to pilot PPBB in
2015 in the Ministries of
Education and Natural
Resources. In 2016, three
Ministries will roll the PBB
with full implementation in
2017. The MTNDS has been
designed with the view to
facilitate PPBB
Internal Control in payroll
and non-payroll
expenditure
Seychelles did not register
progress in internal controls
between 2008 and 2011.
Internal audit, as an internal
control mechanism slid in
scores from 2008 to 2011
partly owing to weak
capacity of the IA Division.
There is the risk that
mistakes or intended
mistakes could go
undetected. Delayed
Payments to suppliers.

Conditiona
lity Yes/No
(Y/N)
N.
.

Residual
Risk
Rating
Substantial

The on-going PFM Reforms and the
formation of the FPCD in MoF will
help mitigate this risk. Involving the
civil society in budget formulation
would further reduce the risk

N.

Low

Substantial

The PFM Action 2012-2014 includes
program based budgeting as well as the
multi- year perspective. Unless the
PFM Action Plan is complemented by
training in these two disciplines
Government might find it difficult to
move forward

N.

Moderate

Substantial

The Government is building a stronger
team on internal auditors through
recruitment and training. There is
positive progress with the PFM Action
Plan and this also goes some way
towards mitigating this risk.
Government will investigate the root
cause of payment delays and take
action

N.

Substantial
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Type of Risk
Internal audit department
still weak.
Centralized payroll system
now with all payments
happening at the MoF. Only
big Ministries now
processing their payrolls. All
Payroll balances captured in
the Government accounting
system at the MoF.
No delays in Suppliers
payments.
Competition, Value for
Money and Controls in
Procurement

Accounting, Recording and
Reporting
IPSAS cash implemented in
2013. Still delays with the
2013 accounts received by
the OAG nine months late in
December 2013.
External Scrutiny and
Audit
Risk that submitted audits
may not be performed in
accordance with
International Standards on
Auditing (ISA) and
INTOSAI, and not submitted
within the timeframe agreed
with the Bank for the
submission. And the risk that
the reports’
recommendations may not
be acted on

Initial Risk
Rating

Mitigation Measures incorporated
into Program Design

Conditiona
lity Yes/No
(Y/N)

Residual
Risk
Rating

Moderate

The regulations have been finalized and
disseminated and are currently being
implemented. Finalize and disseminate
Regulations in order to operationalize
the Act. In addition develop and
implement a capacity building
program.

.N

Moderate

N.
.

Moderate

Substantial

Moderate

Low
The OAG of Seychelles is the statutory
auditor of the public funds and is
working closely with AFROSAI E that
reviews the OAG’s methodology and
working papers. In the 2012 Review
the OAG was rated as satisfactory.
Training has been provided to PAC to
strengthen follow up and the newly
formed GAC will enhance audit follow
up. Government is being asked to use
Civil Societies to assist with the
process of following up on audit
recommendations. Enabling legislation
has already been passed. The OAG
staff need to be trained in Performance
audits in order to improve their value
addition.
The Government Audit committee is
assisting in following audit
recommendations, it, however, needs to
be strengthened. PAC has produced
two reports since last PEFA.

Corruption
The risk that funds would be
diverted through corruption

Moderate

They are drafting recommendations for
2012 and also discussing the 2013
report
Establish the inspectorate unit at POU
and institute procurement audits. Take
action on audit findings and
recommendations.

RESIDUAL FIDUCIARY
RISK

N

Low

Moderate
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8.

Credible Program to Improve the PFM System

The Government is in the process of developing its second PFM Action Plan 2015-2017, and has
agreed a number of structural benchmarks under the IMF extended arrangement aimed at further
strengthening public financial management and addressing outstanding weaknesses. The previous
PFM action plan 2012-2014 has been satisfactorily implemented and the Government has secured
funding from the EU to undertake a PEFA in 2015, which will help to identify remaining weaknesses
in the PFM system.
9.

Key Fiduciary Risk not Addressed by the Existing PFM Reforms

In general, the proposed PFM reforms for 2015-2017 cover all elements of public finance
management. However, there are issues on the depth, coverage and sustainability of the reforms.
From the foregoing, it can be concluded that Seychelles has a sound PFM system. There are
some weaknesses which will be addressed under the new PFM action Plan 2015-17. Listed
below are the recommendations from this CFRA.
10.

Short and Medium Term Safeguards to Mitigate Fiduciary Risks

Financial Management
No
1
2
3
4
5

Recommendation
Include the civil society in budget formation and monitoring – in progress
Strengthen the Internal Audit Division in terms of recruiting staff and training – in progress
Speed up the setting up of Asset Registers – in progress
Train auditors in Performance Audits and Investment Program Audits
Increase the capacity of the Attorney General to release the legislation of the other PFM Institutions

Procurement Action Plan
The Government has developed a PFM action plan for 2015 – 2017 that includes procurement-related
activities. However, for the implementation of the PBO, the following should be considered as part
of risk mitigation measures:
Type of Action
Legal and
Regulatory
framework
Institutional
framework and
management
capacity

Integrity and
transparency

Action

Responsible

Deadline

Prepare annual reports on
performance of the procurement
system as required by the Act,
Section 10(1)(g).
Develop minimum staffing standards
for a procurement unit to develop a
capacity building strategy.
Develop a short, medium and long
term capacity building strategy
Establish an inspectorate unit under
POU to undertake the compliance
and monitoring function
Prepare procurement audit reports
Establish a free portal of POU or
enhance the NTB portal to include
POU reports, statistics and activities
Take appropriate action on the
recommendations of the Ethics
Commission in relation to public
officer’s code of conduct.
Establishment of a sanction
mechanism in line with the PPA,
2008 Act.

Procurement
Oversight Unit
(POU)

Annually starting 2015

POU

In process- end 2015

POU

On-going

POU

In process

POU inspectorate
POU

End 2015
On-going

Ethics Commission
and Attorney
General

Immediate

POU and Attorney
General

On-going
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11.

Monitoring Fiduciary Risk

Management of fiduciary risks will require the full support and cooperation of the Government,
particularly since the risks belong to the Government even more than they do to general budget
support donors. The Bank will work closely with other DPJs to ensure that the Government
understands the concerns over particular fiduciary risk through regular discussions on public
financial management. This will require some intervention at the policy level, particularly when
dealing with the inevitable sensitivities of some risks that are assessed to be ‘substantial’ or ‘high’,
though much of the dialogue will involve practical interaction at program/project management level.
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Annex 14:

Findings of the Advisors and Senior Advisors of Executive Director’s visit to
Seychelles in September 2015

Observations / Comments

Response/Action Taken

1. The Bank should revisit its position when it comes to Noted. The CSP articulates the specific needs of
maintain its relevance in the engagement with MICs, Seychelles as a High Income country (and SIDS), and the
required support to address those needs. This is discussed
addressing their specific needs and constraints.
in section III.f.
2. One of the important observations that was clear to the
SAAs group was the lack of adequate knowledge of
Bank’s products by the private sector and the nongovernment entities.

The Bank’s CSP dialogue mission team made
presentations to stakeholders including private sector,
Government and CSOs regarding the different Bank
assistance instruments to its RMCs (through both the
public and private sector windows). Future Bank
missions will also take the opportunity to communicate
better on the Bank’s products.

3. Another challenge that the Bank needs to revisit is the
operation of the MIC Trust Fund. From the visit, it was
evident the significant role that this Fund plays in
addressing some of Seychelles’ needs. The MIC trust fund
acted as a catalyst to crowd in high level technical
assistance and financing for many of the projects and the
support of the AfDB was critical. However, delays in first
disbursement have been an obstacle for the smooth
implementation of the respective intervention. The
specificities of the country call for a different approach,
especially when it comes to the Bank’s procurement
procedures and their application.

Noted. The new CSP proposes strong use of MIC (and
other) grants, to compensate for the relatively small
amount the Government is willing to borrow from the
Bank, and to provide technical advice/assistance needed.
Re MIC grant implementation issues, the Bank team
discussed with project implementation units to identify
strategies (including implementation of the CPIP) to
avoid disbursement delays.

4. Given its circumstances, Seychelles is in need of a new
type of services from the Bank, in order to be able to grow
its private sector and create value added products. The
country lacks skilled local labor and relies on expensive
expatriate labor force. There is still space for capacity
building investments, as well as for the adoption of
policies to facilitate skills development and knowledge
transfer.

The current as well as the new CSP provide support in
these highly relevant areas, both through lending (PBO)
and non-lending (TA, advisory services and analytical
work) activities.

5. Coordination with partners is also an area where the Bank
could take the lead to ensure the existence of an effective
information-sharing mechanism, division labor and avoid
duplication of efforts. The Ministry of Finance can play a
significant role in the establishment of a formal
Development Partner’s Forum, where efforts will be
shared among partners according to their respective
comparative advantages.

Despite not having a representation on the ground, the
Bank has been and continues to be engaged in strong
dialogue and coordination with the Government and DPs
(notably with the IMF, UNDP and World Bank). The
Bank will take the lead and work with the Government
towards the establishment of an effective DP coordination
framework, using its vast experience across the continent
to emulate best-practice

6. Agriculture should also be more on focus, especially in the
coming CSP, given its importance to enable the country to
decrease its dependence on imported food items, even if it
has limited impact on economic growth.

The Bank has ongoing support in the Agriculture sector
under the current CSP. The new CSP will also support
the sector through additional non-lending activities and
policy advice.
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