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Mauritius
Real GDP growth rate remains strong although it is estimated to have marginally slowed down to 4.1% in
2011 from 4.2% in 2010, with projections showing moderate growth at 4.0% in 2012 as the euro area, the
country’s main export destination, falls into another recession.

Public Finance Management reforms remain largely on course in spite of a stance of expansionary fiscal
policy since 2008. Nonetheless, the authorities’ move to start gradual fiscal consolidation in 2012 will be put
to the test as the global economy faces another economic downturn.

The country’s social- and human-capital development is in the continent’s top tier, but more reforms are
needed to push this efficiency-driven economy into a high-income category in line with current aspirations.

Overview

The Mauritian four-pillar economy of sugar, textile, tourism and financial services has been increasingly tested
for its resilience in recent years. While macroeconomic performance has been reasonably strong, the fragility
and uncertainty of the global economic environment continues to threaten the country’s economic recovery.
Anchored by a series of counter-cyclical policy measures, the country’s real gross domestic product (GDP) grew
by 4.2% in 2010, up from 3.0% in 2009, driven by a recovery in tourism and a strong performance in financial
services, transport and communication, and fisheries. The momentum eased in 2011 with real GDP growth
estimated at having slowed to 4.1% as the euro area suffered another dramatic downturn. Prospects for a
rebound in 2012 remain weak as external demand contracts, with projections showing a further decline in
growth to 4.0%. Monetary policy in 2011 addressed price stability as well as risks to growth. With the headline
inflation rate accelerating from 2.9% in 2010 to an estimated 6.5% in 2011, the Monetary Policy Committee
raised the key repurchase agreement (repo) rate to 5.50% in the first quarter of 2011. In the fourth quarter,
the key repo rate was cut to 5.40% as risks to growth outweighed inflationary pressures.

The 2011 national budget, estimated at Mauritius rupees (MUR) 72.6 billion (US dollars [USD] 2.5 billion) was
less expansionary than envisaged as capacity bottlenecks in the public sector constrained capital-investment
spending. About MUR 8.6 billion (USD 0.3 billion) in investments were achieved against a projected
MUR 11.4 billion (USD 0.4 billion). Remaining expansionary, the 2012 budget, estimated at MUR 76.1 billion
(USD 2.6 billion) is designed to strengthen the country’s resilience to the global slowdown while embarking on a
path of fiscal consolidation. The budget assumes a 4% increase in recurrent spending, a rate lower than the
5.0% inflation rate projected by the government. In 2011 the fiscal deficit was estimated at 3.8% of GDP, up
from 3.2% in 2010. Projections for 2012 show that the deficit will narrow slightly to 3.7%, financed by domestic
and foreign borrowing. A wide merchandise trade deficit in 2011 due to high global commodity prices put
pressure on the current-account balance, which widened to -9.8% of GDP.

Having pursued structural reforms since 2006, Mauritius has achieved a strong policy and institutional
environment, earning a premier position in Africa on many fronts. On the fiscal front, the policy framework
remains consistent with the overall macroeconomic framework. Through the Economic Restructuring and
Competitiveness Programme (ERCP) for the 2010-15 period, the authorities have been innovative in combining
the country’s medium-term economic growth and diversification strategy with short-term fiscal-policy response
measures. In spite of an expansionary fiscal stance pursued since 2008, the ratio of total public-sector debt to
GDP at 56.8% in 2011 remains sustainable and within the 2008 Public Debt Management (PDM) Act ceiling. In
the area of governance, Mauritius tops the list on the Ibrahim Index of African Governance for the fifth year
running according to the 2011 report. Significant progress has also been made in environmental policies and
regulations. In line with the sustainable-growth objective of the Maurice Île Durable (MID) programme, the
government introduced a form of carbon tax and ‘green’ taxes in the 2011 budget to improve energy efficiency
and scale up renewable energy. Mauritius’s global ranking for the Ease of Doing Business in Doing Business
2012, dropped to 23 in 2012 from 21 in 2011. Sustaining a strong business environment and accelerating
human-capacity and infrastructure development will therefore remain priority areas as the authorities turn
strategically to new emerging markets.

Youth unemployment remains a challenge in Mauritius. Major problems include finding and keeping
employment. Although the youth unemployment rate has fallen marginally to 21.9% in 2011 from 22.5% in
2010, it is almost three times as high as the national unemployment rate of 7.9%. At 26%, female
unemployment is disproportionately higher amongst the unemployed youth compared to 19.2% for their male
counterparts.
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Figure 1: Real GDP growth (Southern)

Figures for 2010 are estimates; for 2011 and later are projections.

Table 1: Macroeconomic Indicators

 2010 2011 2012 2013

Real GDP growth 4.2 4.1 4 4.2

Real GDP per capita growth 3.6 3.6 3.4 3.7

CPI inflation 2.9 6.5 3.7 3.5

Budget balance % GDP -3.2 -3.8 -3.7 -3.9

Current account % GDP -8.2 -9.8 -10.2 -10

Figures for 2010 are estimates; for 2011 and later are projections.
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Recent Developments & Prospects

Table 2: GDP by Sector (percentage of GDP)

 2006 2011

Agriculture, forestry, fishing & hunting 5.2 3.5

Mining and quarrying 0 0

of which oil - -

Manufacturing 19.5 18.1

Electricity, gas and water 1.7 1.9

Construction 5.4 6.6

Wholesale and retail trade, hotels and restaurants 19.9 18.9

of which hotels and restaurants - -

Transport, storage and communication 11.4 9.2

Finance, real estate and business services 19.4 23

Financial intermediation, real estate services, business and other service activities - -

General government services 6.2 5.8

Public administration & defence; social security, education, health & social work - -

Public administration, education, health - -

Public administration, education, health & other social & personal services - -

Other community, social & personal service activities - -

Other services 11.3 12.9

Gross domestic product at basic prices / factor cost 100 100

Figures for 2010 are estimates; for 2011 and later are projections.

Mauritius was affected by the economic downturn of the euro area that ensued from a sovereign-debt crisis in
the second half of 2011. The 2011 GDP growth rate was revised to 4.1% down from 4.5% forecast at the
beginning of the year and lower than the 4.2% achieved in 2010. Representing a 69.9% share of GDP, the
tertiary sector grew by 3.4%, anchored by continuing recovery in tourism services and strong growth in the
transport and communication, and financial services. Hotels and restaurants posted a slower growth of 4.0% in
2011 based on tourist arrivals of 980,000 compared to 935,000 in 2010. Transport, storage and communication
registered a 5.5% growth, up from 5.3% in 2010, while financial intermediation grew by 5.7% compared to
4.3% in 2010. At 0.7%, growth in the secondary sector, which represents 26.5% share of GDP, was more
subdued. Manufacturing expanded by 3.5% from 2.1% in 2010. Growth in the secondary sector was driven by a
7.0% growth rebound in the textile sector as the country exploited opportunities in the South Africa market
although this was partly offset by a 6.8% contraction in ‘sugar milling’. Activities of Export-oriented enterprises
slowed down marginally in 2011, growing by 6.0% compared to 6.5% in 2010. The construction industry
contracted by 1.8% after the 4.3% growth registered in 2010. At 3.5% as a share of GDP in 2011, the
importance of the primary sector is dwindling with growth estimated at only 0.02%. Reforms in the sugar sector
are yet to produce tangible results as growth in sugarcane production continues to remain timid. In 2011, the
country produced an estimated 430,000 tonnes of sugar compared 452,473 tonnes in 2010, showing a growth of
0.6% up from a 6.8% contraction in 2010.

Estimates show that total investments in 2011, buoyed by public investment, reached MUR 79.3 billion,
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representing 2.1% growth in real terms compared to a contraction of 0.7% in 2010. Private investment was
estimated to have grown by 4.0% reaching MUR 58.4 billion in 2011. In real terms, it declined by 0.6% as
business confidence weakened. Public investment stood at MUR 20.9 billion in 2011 growing by 9.9% in real
terms after a 2.8% decline in 2010. As a proportion of GDP, the private-sector investment rate declined to
17.9% in 2011 from 18.8% in 2010. The total investment rate stood at 24.3% in 2011, lower than the 24.9%
achieved in 2010. The share of private investment to total investment fell to 73.6% in 2011 from 75.5% in
2010. A brief analysis of investment by type indicates that the Building and Construction Work category
expanded by 0.1% in 2011 compared to 7.0% in 2010. Within this category, Residential Building grew by 16.3%
and Other Construction Work by 7.6%. Investment in Machinery and Equipment registered a rise of 7.1% after a
15.3% decline in 2010, mainly thanks to the acquisition of machinery for electricity generation.

The gross fixed capital formation ratio to GDP is expected to increase only moderately as the global economic
slowdown reduces private investment in 2012. While residential real estate is expected to remain robust,
growth in non-residential private investment should be moderate as some large-scale ventures near completion.
Public-sector investment will continue rising, taking into account major government-earmarked projects
designed to address the infrastructure bottlenecks, particularly in the areas of transport and water.  The road-
transport network, for instance, causes serious congestion in the city, costing the economy an estimated 1.2% of
GDP. Similarly, aged infrastructure affects efficient water availability.

It is estimated that the country received MUR 11 billion in foreign direct investment (FDI) in 2011. Although
lower than the MUR 13.9 billion received in 2010, it is considered within the medium-trend average following a
spike in 2010 due to a one-off investment in health care and financial services. In 2011, annual FDI in Mauritius
averaged about MUR 8.8 billion.

Final consumption expenditure of households and government grew by 2.6% in 2011, slower than the 2.7%
achieved in 2010. The saving rate increased in real terms, reaching 16.0% in 2011, up from 15.5% in 2010.

Projections show that real GDP growth rate will fall further to 4.0% in 2012 (with the Bank of Mauritius
projecting just 3.5%) as external demand continues to weaken due to the on-going sovereign-debt challenges in
the euro area. Despite the relatively strong performance of financial services and ICT, increased public
investment, and an upturn in the textile industry following market diversification, 2012 will remain a challenge
for Mauritius. Falling sugar production, weak external demand, especially in the tourism and seafood industries,
have reduced consumption growth, and stagnation in the construction sector will contribute to the growth
slowdown. In spite of the government’s efforts to tap into non-traditional markets such as India and China,
growth in the tourism and hospitality sector is expected to be modest as a result of reduced travelling capacity
and an observed preference for short-haul travels in the country’s main markets. The number of tourist arrivals
is projected to improve slightly to just above the 1 million mark in 2012. ICT should post another strong
performance in 2012, although somewhat constrained by shortage and turnover of human resources as well as
by the reliability and speed of connectivity. A number of measures were put in place to enhance competition,
including undersea optical fibre cable with the Lower Indian Ocean Network (LION2) submarine cable which has
been in service since april 2012.. On the other hand, the domestic-oriented industry and the trade sector are
expected to expand at a relatively restrained pace given reduced income growth. In line with global economic-
recovery prospects, growth in the Mauritian economy should pick up in 2013 with real GDP growth rate
projected at 4.2%. External demand is expected to improve as the euro area resolves its sovereign-debt crisis.

To improve trade the authorities have embarked on “enhancing promotion capacity” within traditional markets
in Europe and the USA and also in emerging markets such as India, China and Africa, especially in the markets
for sugar, fruits and vegetables, textiles, seafood, financial services, tourism, ICT, education and health care.
The government has also embarked on a series of institutional reforms aimed at consolidating governance and
improving efficiency, employee satisfaction and social-service delivery. Over time, these efforts should help
improve further the Country Policy and Institutional Assessment rating for Mauritius. Furthermore, a new
airport terminal is under construction under a management contract with Aéroports de Paris that includes
operations.
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Macroeconomic Policy

Fiscal Policy
The government’s fiscal-policy framework remains consistent with the overall macroeconomic framework while
responding to challenges from the global economic slowdown. Through the ERCP approved in 2010 for 2010-
15, the authorities have been innovative in combining the country’s medium-term economic growth and
diversification strategy with short-term fiscal-stimulus measures. An expansionary fiscal-policy framework was
maintained in 2011 in response to a slow-growing euro-area economy, the destination for 63% of the country’s
exports. The 2011 budget, however, estimated at MUR 72.6 billion (USD 2.5 billion), was less expansionary
than envisaged as capacity bottlenecks in the public sector constrained capital-investment spending. About
MUR 8.6 billion was achieved in investments against a projected MUR 11.4 billion, contributing to a fiscal deficit
of 3.8%, lower than the projected 4.4%.

The 2012 budget is modestly expansionary, designed to strengthen resilience to the global slowdown while
embarking on a path of fiscal consolidation. The budget forecasts revenues of about MUR 76.1 billion, of which
MUR 16.4 billion will be generated through income taxes, MUR 44.4 billion through indirect taxes and
MUR 3.4 billion through grants and other budget support. Meanwhile, government expenditure is projected at
MUR 90.5 billion, representing about 25% of GDP. Wages and salaries are projected at 5.6% of GDP showing a
gradual slowdown from 6.1% in 2009. Interest payments are also expected to decline from 3.1% of GDP in 2011
to 2.9% in 2012 as the government reins in borrowing. Capital expenditure is projected at 5.7% of GDP in 2012,
up from 5.3% in 2011, in line with the government’s planned infrastructure investments. Overall, the budget is
projected to assume a fiscal deficit of 3.7% of GDP in 2012, which should be financed by domestic and foreign
borrowing. The deficit should slightly widen to 3.9% of GDP in 2013 as the authorities respond to the 2012
slowdown. To improve public-sector delivery, the budget provides for the establishment of the civil-service
college and a timetable for implementing the announced budget-policy measures.

To enhance domestic demand and strengthen resilience, the 2012 budget proposes a National Resilience Plan
with four strategic interventions: i) creation of a National Resilience Fund amounting to MUR 7.3 billion to act as
a contingency fund to strengthen resilience and shore up public finances; ii) implementation of infrastructure
projects totalling MUR 21.2 billion including investment in light-rail and urban-road transport, replacement of
345 kilometres of water pipes and laying of a digital submarine optical fibre cable linking Mauritius to Rodrigues;
iii) enhancing financial-system stability in line with International Monetary Fund (IMF) recommendations; and iv)
instituting a coherent macroeconomic response, which will involve setting up a mechanism for determining the
accepted range of the inflation rate. The budget also proposes measures to boost investment by reducing the
tax burden and improving financing for the development of small and medium-sized enterprises (SMEs).

Table 3: Public Finances (percentage of GDP)

 2003 2005 2007 2008 2009 2010 2011 2012 2013

Total revenue and grants 22.1 20.0 17.6 21 22.3 21.9 21.3 21.4 20.9

Tax revenue 18.4 18.1 15.5 18.3 18.5 18.5 18.1 18 17.9

Oil revenue - - - - - - - - -

Grants 0.3 0.2 0.1 0.6 1.7 0.7 0.8 1 0.7

Total expenditure and net lending (a) 25.8 25.3 19.7 23.8 26.2 25.1 25.1 25 24.9

Current expenditure 20.8 21.4 16.9 16.9 17.8 16.8 17.2 17.3 16.9

Excluding interest 17.8 17.7 14.3 13.1 14.2 13.4 14.1 14.4 14.2

Wages and salaries 8.2 6.3 6.4 5.3 6.1 5.9 5.6 5.6 5.5

Interest 3 3.8 2.6 3.8 3.6 3.4 3.1 2.9 2.7

Primary balance -0.7 -1.5 0.6 1.1 -0.3 0.2 -0.7 -0.8 -1.2

Overall balance -3.7 -5.3 -2.1 -2.7 -3.9 -3.2 -3.8 -3.7 -3.9

Figures for 2010 are estimates; for 2011 and later are projections.
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Monetary Policy
Monetary policy has been supportive to the fiscal-stimulus measures and has also responded to emerging price-
stability challenges. A slackening demand and slowing growth prompted the Monetary Policy Committee to cut
the key repo rate by 100 basis points to 4.75% in September 2010. Averaging an estimated 6.5% in 2011, up
from 2.9% in 2010, CPI inflation accelerated on the back of rising global commodity prices, particularly for fuel
and lubricants. This prompted a raise in the key repo rate in the first half of 2011 by an aggregate of 75 basis
points to 5.50%, helping to slow down inflation to 6.3% in September 2011 from a peak of 7.2 % in March 2011.
In December 2011, the key repo rate was cut by 10 basis points to 5.40% as slowdown risks to growth became
more important than inflationary pressures. Inflation should continue to slow down in 2012 as global commodity
prices tone down. Following movements in the key repo rate, as of end December 2011 the prime lending rate
ranged between 7.50 and 9.00%, the savings-deposit rate between 3.50 and 4.35% with the weighted average
rupee-deposit rate at 4.34%, and the weighted average rupee-lending rate at 9.32%. In November 2011, total
private-sector credit amounted to MUR 227.1 billion, compared to MUR 197.8 billion in 2010. Most credit went
into the construction sector (MUR 54.2 billion) seconded by the tourism sector (MUR 43.4 billion). Broad money
liabilities registered a 6.8% growth in 2010 and 5.9% in 2011. The increase in money supply was attributed to a
rise in both narrow money and quasi-money liabilities. Broad money supply stood at MUR 324.3 billion
(dominated by transferable deposits, followed by time deposits) at the end of October 2011, against MUR 319.1
billion at the end of 2010.

According to data published in 2011 by the Bank of Mauritius (BoM), the Mauritius rupee had appreciated by
nearly 5% since November 2010 with an average of MUR 29.374 to USD 1 in November 2011. Since July 2010,
the BoM has intervened occasionally in the foreign-exchange market to smooth excess volatility, leading to the
reclassification of the de facto exchange-rate arrangement from free-floating to floating. To ensure greater
stability of the foreign-exchange market, the government announced in the 2011 budget the institution of a
Sovereign Wealth Fund that will be invested in a range of asset classes abroad.

Economic Cooperation, Regional Integration & Trade
Addressing the structural economic constraints that come with the country’s geographical features (small size
and remoteness) is one of the key elements of the government’s competitiveness and growth strategy. The
2011-12 Global Competitiveness Report (GCR) ranks Mauritius 113 out of 142 countries in domestic market size
and 104 in foreign market size. Its foreign policy aims at negotiating favourable access to developed countries
for its exports. In this regard, it has signed more than 36 Double Taxation Avoidance Agreements with strategic
partner countries, the latest with Turkey in August 2011. Mauritius has also been identified as one of China’s
economic and trade co-operation zones in Africa, strategically positioning it as a hub on the Asia-Africa emerging
trade routes.

Mauritius participates in the Common Market for Eastern and Southern Africa (COMESA) free-trade area and is
taking part in negotiations for the Southern African Development Community (SADC), COMESA and East African
Community (EAC) tripartite free-trade area. It hosts the COMESA’s Adjustment Facility and Infrastructure Fund,
and its centralised clearing-house headquarters. A number of initiatives in line with the government’s regional-
integration agenda have recently been implemented. In 2011, a Regional Multi-disciplinary Centre of Excellence
(RMCE), established in Mauritius in collaboration with COMESA to build capacity to formulate and implement
regional integration policies within the Southern Africa region, became operational. In September 2011, the IMF
launched the Regional Technical Assistance Center (RTAC) in Southern Africa (AFRITAC South - AFS) in
Mauritius, which aims at providing macroeconomic and financial training to thirteen countries in Southern Africa.

In the Trading Across Borders category, the 2012  Doing Business Report ranks Mauritius at 21 amongst 183
economies, maintaining its first position in Africa. In 2011, imports of goods and services were estimated at
MUR 211.6 billion compared to MUR 190.8 billion in 2010. This is a real growth rate of 5.0% compared to 9.5%
in 2010. Exports of goods and services were estimated at MUR 172.4 billion in 2011 from MUR 156.9 billion in
2010, a 4% growth in real terms. Net exports of goods and services resulted in a deficit of MUR 39.2 billion in
2011 compared to MUR 33.8 billion in 2010, or a deficit of 12.0% of GDP at market prices in 2011, up from
11.3% in 2010. Exports have performed relatively well given the economic difficulties of the main markets
coupled with the strong rupee and poor performance of the seafood sector. The government’s diversification
and technical modernisation initiatives, particularly within the textile sector, contributed to this performance.
The current-account deficit widened from 8.2% of GDP in 2010 to 9.8% in 2011 on account of a deteriorating
merchandise trade deficit, which expanded from 19.5% of GDP in 2010 to 21% in 2011. Higher net inflows in
the factor income account – largely generated by banks and higher surpluses on the services, factor income and
current-transfers accounts – partly offset the worsening trade balance. Reflecting a rise in gross tourism
earnings, the services-account surplus rose by 4.8% to MUR 23.1 billion in 2010/11. Income-account inflows rose
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to MUR 6.6 billion in 2010/11 from MUR 4.3 billion. In 2012, the current-account deficit should deteriorate
further to 10.3% of GDP as economic uncertainty in Europe and the US reduces export performance.

For a small open economy, the country has performed well on foreign reserves during the global downturn. At
November 2011, net international foreign reserves were estimated at MUR 106.2 billion (35.6 weeks of
imports), up from MUR 104.0 billion at November 2010. Inward remittances, which were at MUR 17.6 billion in
2010, fell to MUR 13.8 billion in October 2011. Outward remittances stood at MUR 18.1 billion in October 2011,
up from MUR 17.2 billion in October 2010, giving a negative net remittance flow. After a record MUR 13.9
billion in 2010, FDI inflows fell to around MUR 11 billion in 2011, maintaining an upward medium-term trend.
FDI in Mauritius slowed to MUR 8.5 billion in 2010/11 after a spike of MUR 11.2 billion in 2009/10. FDI is mainly
from France (20%) and the UK (19%). These flows are largely in construction (28%), hotels and restaurants
(12%) and real estate, renting and business activities (38.5%).

Table 4: Current Account (percentage of GDP)

 2003 2006 2007 2008 2009 2010 2011 2012 2013

Trade balance -5.3 -16.7 -18 -20.6 -17.5 -19.5 -21 -22.8 -23.2

Exports of goods (f.o.b.) 33.7 35.9 28.6 24.8 21.9 23.3 23.4 21.5 20.4

Imports of goods (f.o.b.) 39 52.6 46.6 45.4 39.4 42.8 44.4 44.2 43.5

Services 6.6 5.4 8.7 7.5 8.2 8.2 8.2 9.1 9.5

Factor income -0.5 0.8 2.3 0.8 -0.5 1.2 1.3 1.5 1.5

Current transfers 0.9 1.1 1.6 2.3 2.4 1.9 1.7 1.9 2.1

Current account balance 1.7 -9.4 -5.4 -10.1 -7.4 -8.2 -9.8 -10.2 -10

Figures for 2010 are estimates; for 2011 and later are projections.

Debt Policy
The public-sector debt remains sustainable in spite of the expansionary fiscal stance pursued since 2008. In
2011, the ratio of total debt to GDP was at 56.8%, below the 60% ceiling of the PDM Act of 2008. The share of
total external public-sector debt to GDP increased to 11.4% in March 2011 from 9.7% in March 2010, in line
with the government’s expansionary policy. Domestic public debt stands at 42.8% of GDP, about one-third of
which has a maturity of less than a year. The government is keen to deepen the domestic-debt market and
improve capacity for its management. In this context, a debt-management strategy is being finalised in 2012
and the public-debt-management unit is being reorganised to clearly delineate the roles for the front, middle
and back offices. In 2012, it is projected at 54.1%. The target for the government is to bring it down to 50% by
2018.

Debt-sustainability analysis is effective. The 2011 Public Expenditure and Financial Accountability (PEFA) Report
prepared by the IMF notes, however, that limited assessment of the recurrent effects of investment is
undertaken. The government has therefore agreed with the IMF to undertake debt-sustainability analyses as
part of the IMF’s Article IV Consultation Mission. The Commonwealth Secretariat Debt Recording and
Management System (CS-DRMS) is used to record debts. Mauritius maintained a score of A in 2010 with respect
to PEFA Indicator 17, Recording and management of cash balances, debt, and guarantees. In the medium term,
debt servicing is projected to remain consistently below 3.2% starting from 2011.
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Figure 2: Stock of total external debt (percentage of GDP) and debt service (percentage of exports of
goods and services)

Figures for 2010 are estimates; for 2011 and later are projections.
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Economic & Political Governance

Private Sector
In 2011, Mauritius maintained its premier position as the best place to do business in Sub-Saharan Africa. There
are concerns, however, that the pace of reform may have slowed down. Doing Business 2012 ranks Mauritius
23 out of 183 economies, down from 21 in 2011. The country needs to improve on indicators such as Getting
Credit, Enforcing Contracts, Registering Property and Resolving Insolvency. The score on Getting Credit, its
poorest performance, largely reflects lack of progress in expanding the coverage of the public-credit bureau,
which is currently at 49.8% of adults, and in establishing a private-credit bureau. Nonetheless, private-sector
credit grew by 9.5% 2011 from 8.3% in 2010. To accelerate business reform, the government set up in
November 2011 a Joint Public-Private Sector Business Facilitation Task Force to identify and eliminate
weaknesses encountered by businesses in Mauritius.

The 2012 budget seeks to re-establish investor confidence. For this the authorities have announced the
immediate removal of the Solidarity Income Tax, the capital gains on property tax and tax on dividends. The
Corporate Social Responsibility tax has also been simplified to 2% of chargeable corporate income. The budget
further places specific emphasis on bolstering the environment for SMEs. The budget provides for the removal
of VAT on equipment for sugarcane planters and fishermen, and the establishment of a collaborative scheme for
SME development where commercial banks will release MUR 3 billion over a period of 3 years at a concessional
rate of 300 basis points above the reference rate. The government will also use the National Resilience Fund
(NRF) resources to improve and broaden the reach of the Leasing for Equipment Modernisation Scheme. There
will also be the introduction of a guarantee scheme under the NRF to enable SMEs to get insurance cover on
their exports as well as on local sales.

Financial Sector
The financial sector in 2011 remained robust, growing by an estimated 5.7% from 4.3% in 2010 driven largely
by the profitability of off shore-services. Banking continues to weather the global downturn and remains
profitable and well-capitalised, even above the Basel III regulatory standards. The share of non-performing loans
declined from 3.3% in 2009 to 2.5% at end September 2010. In 2011, the BoM disclosed the CAMELS ratings for
commercial banks to encourage performance improvement in banking. The ratings for end December 2010
showed that 16 banks were rated as satisfactory with a score pof 2 while 2 banks were rated as fair with a score
of 3 on a scale of 1(strong) to 5 (unsatisfactory). The introduction in 2011 of Islamic banking offering Sharia-
compliant products and services contributed to diversifying the country’s financial products.

Market capitalisation on the Stock Exchange of Mauritius (SEM) reflected the volatility of the economy in 2011.
It stood at USD 6,505 million at 30 June 2011 and ended the year at USD 5,722 million, up from USD 5,679
million in December 2010, thus achieving a 1% growth rate. Similarly, the SEMDEX (index of prices of all listed
shares where stock is weighted according to its share in the total) and SEM-7 (the seven largest Mauritian
companies by market value) rose initially in the first quarter of the year by 5.5% and 4.8%, respectively. The
gains in the SEMDEX and SEM-7 were largely driven by share-price increases in banking and non-blue-chip
stocks. As the economy slowed down towards the end of the year, however, the SEMDEX and SEM7 closed the
year respectively at 1888.38, compared to 1967.45 in December 2010 (-4%), and 350, compared to 373 in
December 2010 (-6%). Foreign purchases represented around 2.7% of the total value traded. Foreigners
expressed a marked preference for hotel stocks, which attracted MUR 277 million of net foreign investment.
The 2011-12 GCR gives Mauritius a global rank of 42 amongst 142 economies on ‘financial sector development’
putting the country amongst the top four in the Sub Sahara Africa behind South Africa (4), Kenya (26) and
Namibia (36). Mauritius does well on “Soundness of banks” (19).

Public Sector Management, Institutions & Reform
Between 2006 and 2010 the country ranked consistently top amongst Sub Saharan African countries on the
Ibrahim Index of African Governance. Property rights are protected and reasonably transparent. The country is
in the top half of the 2011-12 GCR, ranking 33rd amongst 142 economies on “Property rights”. It does
particularly well on “Strength of investor protection” where it ranks 12th amongst 142 economies.

The public sector is the biggest employer in Mauritius, accounting for 20.0% of capital formation and 25.1% of
GDP. The 2011 PEFA Report found the Public Financial Management systems are strong and well-functioning
albeit with some areas such as human resource management needing further attention. Implementation of the
Performance Based Budgeting and Performance Management System has progressed, although full convergence
is yet to be achieved. In 2011, the Ibrahim Index for African Governance ranks Mauritius on 6th in Sub- Saharan
Africa on Public Management. According to the 2010-11 GCR, however, inefficient government bureaucracy and
poor work ethics are considered amongst the most problematic factors for doing business in Mauritius.
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The Independent Commission Against Corruption (ICAC) is mandated to educate and investigate corruption in
Mauritius. The public’s confidence in the country’s fight against corruption has increased over the past year.
Mauritius’s ranking on the Transparency International’s Corruption Perception Index (CPI) deteriorated from 39
in 2010 to 46 in 2011 putting it third in Sub Saharan Africa behind Botswana and Cape Verde.

Natural Resource Management & Environment
Mauritius is on course to achieving the Millennium Development Goals (MDGs) related to the environment with
more than 99% of the population having access to clean water and improved sanitation. It has 350 square
kilometres of forest area representing 17.2% of total land area. Mauritius’s natural-resource depletion as a
proportion of gross national income (GNI) in 2008 was negligible and the Environmental Performance Index of
80.6% in 2010 was higher than the average for any of the development categories.

A government division on climate change was set up in 2010 and is implementing the Africa Adaptation
Programme. The government’s strategy in relation to natural-resource management, environment and climate
change is contained in the Maurice Île Durable (MID) programme approved in 2008. In 2011, a Green Paper,
“Towards a National Policy for a Sustainable Mauritius”, was prepared. An MID strategy and programme of
action is under preparation. In line with the MID programme objectives, the government also introduced in the
2011 budget a form of carbon tax and “green” taxes on a number of plastic products. The goal is to improve
energy efficiency and scale up renewable energy in order to reduce dependency on fossil fuels from 80% to
65% by 2025. The country is already using bagasse from sugar for energy generation. An Energy Efficiency Act
was ratified in 2011 and an Energy Strategy for 2011-15 has been approved although an energy regulatory
body remains non-operational.

Political Context
Classified in 2010 by the Economist Intelligence Unit as the only full democracy in Africa, Mauritius enjoys
political stability and civil liberties. Elections in May 2010 saw the emergence of a governing coalition involving
the Labour Party led by Prime Minister Navin Ramgoolam, the Mouvement Socialiste Militant (MSM) led by
Pravind Jugnauth and the Parti Mauricien Social-Démocrate. In November, 2010 Monique Ohsan Bellepeau
became the first female Vice President, a positive development in the women’s empowerment agenda.

The political landscape has since then slightly changed with the withdrawal in August 2011 of Pravind Jugnauth
and the MSM from the ruling coalition. This has reduced the government majority in parliament from 25 seats to
5. Pravind Jugnauth, a former Vice Prime Minister and Minister of Finance, is answering to corruption charges.
This development is unlikely to change the direction of the government’s economic policy and its commitment
to reform. Nonetheless, the slim parliamentary majority and the global economic uncertainty could slow down
the pace of reforms. The next elections are due in 2015. For the fifth year running, Mauritius tops the list on the
Ibrahim Index of African Governance according to its 2011 report.
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Social Context & Human Development

Building Human Resources
According to the United Nations Development Program 2011 Human Development Report (HDR), Mauritius
ranks 77 amongst 187 countries in human development, putting the country in a high human development
category. With a Human Development Index of 0.728, it is above the Sub-Saharan African average of 0.463 and
ranked third in Africa behind Seychelles and Libya. Overall there is good progress towards the human-resource
related MDGs. According to the 2011 HDR, the country has made most progress in health. In this area, life
expectancy at birth stands at 73.4 years, under-five child mortality has been reduced by two thirds since 1990
to 17 per one thousand live births in 2009, HIV/AIDS prevalence rate is less than 0.2% amongst 15-24 year olds,
and the country is malaria-risk free. A public-health strategy is being prepared to help facilitate further
improvements. With a GNI of USD 9.2 billion and a GNI per capita, Atlas method, of USD 7.34 at 2009 prices,
Mauritius is classified as a country in the upper middle income category. Universal access to primary education
has been achieved and the expected years of schooling for 7 year olds at 13.6 years in 2011 is within the
average for the category of high human development.

Lack of skilled human resources is often considered a constraint to the country’s competitiveness. Amongst the
six pillars of efficiency enhancers, in the 2011-12 GCR, “Higher education and training” is Mauritius’ second
weakest performance with a rank of 68 amongst 142 economies. One of the areas that may need review is
spending on education. At 3.2% of GDP and 11.4% of total government expenditure in 2009 according to the
2011 World Development Indicators, the country’s spending on education is lower than the average for the
category of high human development. Public spending on education as a proportion of GDP has stagnated since
2006.

Poverty Reduction, Social Protection & Labour
Available estimates from the government indicate that less than 1% of the population lives on less than 1
USD/day. Poverty is predominant on Rodrigues Island, where the economy is largely subsistence economy, and
amongst women whose labour-force participation is at a low 38%. Mauritius has a comprehensive social-security
system articulated around five pillars: i) social-assistance schemes (free health care for children) and a universal
system of non-contributory pension for the elderly, the disabled and widows; ii) contributory pension schemes
for public and private employees; iii) a Provident Savings Scheme funded by both public and private employers
and by workers (2.5% of salary and 1% from employers) providing benefits on retirement, death or
redundancy; iv) occupational pension schemes run by the private sector; and v) government subsidies on food
(rice and flour), housing (for the lower-income groups), free education and health services for all, and free
transport for the elderly and students.

Public spending in Mauritius is generally aligned to the country’s development priorities as espoused in the
ERCP, the medium-term policy framework. Poverty eradication is tackled within the Economic Empowerment
Framework through which the government offers training to enhance the employability of the retrenched and
new entrants to the labour market (particularly women and youth). On the social front, the 2012 budget
maintains plans to increase access to low-cost housing for the lower-income groups through the construction of
100 units and the allocation of MUR 1.5 billion to the Social Housing Development Fund. Contribution to the
National Pension Fund and transitional unemployment benefits for very-low-income earners were also
maintained.

A comprehensive review of the government’s social-protection programme in 2010, however, highlighted the
lack of efficiency of the social-protection programmes and recommended rationalising the providers and
improving the targeting. Less than 5% of subsidies on fuel products go to the poorest 20% of the population,
whereas the richest 20% of the population receives 20% of the subsidies. A social-protection strategy is being
finalised and the government is developing a poverty-monitoring and targeting mechanism that should help
address some of these concerns.

Mauritius is ranked 67th and is found in the top half of the 2011-12 GCR on labour-market efficiency, showing
that the country has relatively less rigidity in employment and relatively low redundancy costs. As the economy
struggles to fully recover, the unemployment rate has increased from 7.6% in 2010 to 7.9% in 2011. At 11.9%,
compared to 5.4% for men, the unemployment rate is twice as high amongst women although this rate has
slightly improved from 12.6% in 2010.

Gender Equality
Mauritius is making good progress in reducing gender disparities. In education near gender parity has been
reached in primary school and girls dominate slightly in secondary education. The country’s maternal mortality
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ratio at 36 per one hundred thousand live births in 2009 has steadily improved and is lower than the average of
the High Human Development category in the 2011 HDR. In 2011, the country’s gender-inequality index stood
at 0.353, an improvement from 0.466 in 2008.

Nonetheless, there are still significant gender gaps. On gender the Ibrahim Index of African Governance ranks
Mauritius 9th in Africa. In terms of the female participation rate in the labour force, the 2011-12 GCR ranks
Mauritius amongst the bottom 50 globally, at 115th out of 142 countries. At 18.8% in 2011, the ratio of women
parliamentarians is lower than the 50% target ratio under SADC. The Protection from Domestic Violence
(Amendment) Act (Act 23 of 2007) and the Equal Opportunities Act passed in August 2009 are yet to be
proclaimed. To accelerate progress, the government, through the 2010-2015 ERCP has specific provisions for
women including retraining those who have been retrenched, and facilitating their re-employment.
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Thematic analysis: Promoting Youth Employment

According to the Central Statistics Office of Mauritius 2011, in 2011 the Mauritian labour force had 80,600
individuals in the 16-24 age group, or 13.7% of the total labour force. About 40.2% of this age group was
female. The latest data shows that young people are facing challenges to find and keep employment in
Mauritius. Although the youth unemployment rate has fallen marginally to 21.9% in 2011 from 22.5% in 2010, it
is almost three times as high as the national unemployment rate of 7.9%. Reflecting national labour-force
patterns and trends, females are overrepresented amongst the unemployed youth at 26% compared to 19.2%
for their male counterparts. While the economic downturn has contributed to the high unemployment rate
amongst the youth it is acknowledged that local context issues associated with skills mismatch between labour-
market demand and supply may be the underlying factor as the economy becomes increasingly sophisticated
and specialised. Demand patterns of the labour market have been changing due to a significant structural shift as
the Mauritian economy has steadily diversified from sugar-dependent to textile, tourism, financial services and
ICT. Other labour-market imperfections, particularly with respect to asymmetric information flows between job
seekers and hiring employers, and the reluctance of employers to hire job seekers without professional
experience are explanatory elements in high youth unemployment.

The authorities are keen to address the youth-unemployment challenges. The Placement and Training
programme under the National Empowerment Foundation is being implemented to allow new entrants and
those who have been laid off in the labour markets to acquire relevant skills and re-skill themselves,
respectively. Stipends and training costs are met jointly by the government and the employer. Since 2007, the
programme is also facilitating the placement of around 1,500 upper-secondary students for two to three weeks
on an annual basis in various organisations in order to help them explore the world of work while understanding
how their studies are linked to the jobs. Furthermore, a levy-grant system has been in operation since 1989
aimed at promoting training in Mauritius, especially amongst the youth. The training of employees is subsidised
through this fund. It is estimated that about 10% of the labour force is being trained annually through this
initiative.

The government has also made efforts to improve the policy and strategic framework for addressing youth-
employment challenges. In 2010, they revised the National Human Resource Development Plan. The plan
provides the policy framework for education, training programmes and career progression to meet the
country’s skills and competence needs and decrease the mismatch between the demand and supply of
manpower. The government is also currently reviewing the pre-vocational policy to adapt it to the needs of the
learner. Furthermore, a National Employment policy is under development to promote productive employment
and decent work while stimulating economic growth and development, meeting manpower requirements,
reducing skills mismatch, promoting equal pay for equal work, and minimising unemployment and
underemployment.

The government, while consolidating the existing measures through the 2012 budget, also laid emphasis on
youth training and matching skills with the requirements of the economy. One of the notable measures relates
to the Sponsored Pre-job Training Initiative whereby employers’ contributions to the Human Resource
Development Council (HRDC) will be also be available to prepare Mauritian youth for employment in addition to
the training of existing employees. Under the scheme, HRDC will pay 60% and the prospective employer 40%
of the training costs, a stipend of 6,000 MUR per month per trainee will be paid on a 50:50 cost-sharing basis.
Some 8,000 unemployed are expected to benefit from such schemes. The government is also empowering
youth, mostly through specialised training, to seize more opportunities in the tourism industry, especially in
high-paying jobs on cruise ships. The government’s on-going support for SME development should also help to
create jobs, some of which should benefit youth. Monitoring and impact assessment of industry‐academia
partnerships and training programmes will be important to address the skills-gap challenges.
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