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LOAN PROGRAM SUMMARY 

 

REPUBLIC OF MAURITIUS 

 

PRIVATE SECTOR COMPETITIVENESS DEVELOPMENT POLICY LOAN 
 

 

Borrower 

 

Republic of Mauritius 

Implementing Agency 

 

Ministry of Finance and Economic Development 

Financing Data 

 

 

IBRD Loan: Development Policy Loan (DPL).  The proposed 

loan amount is GBP 9.6 million (US$15 million equivalent). 

Operation Type 

 

Programmatic DPL (two operations).  The proposed operation 

is the first of the series. 

Main Policy Areas 

 

 

 

Enterprise Competitiveness, Access to Finance, and 

Information and Communications Technology (ICT) and e-

Gov.  

Key Outcome 

Indicators 

 

 

 

1. Improving Competitiveness and Growth of Enterprises 

 Number of enterprises accessing ―generic‖ and specialized 

business development services (BDS) increases; 

 Number of insolvency practitioners registered; 

 Number of businesses with an approved restructuring plan; 

 

2. Improving Access to Finance 

 Development Bank of Mauritius meets prudential 

requirements of the Central bank 

 Reduction in the interest subsidy to DBM  

 Increase in the number of loans to SMEs of less than Rs 

150,000  

 Reduction in time taken to register property; 

 Increase in coverage of the credit information bureau; 

 

3. ICT and e-Gov Reforms 

 Increase in the number of homes that have access to 

download speeds of at least 10 Mbps and upload speeds of 

at least 5 Mbps;  

 Decrease in average monthly retail price of broadband 
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ADSL 256 kbps with 3GB allowance service to 

households; and 

 Increase in the number of public services that can be 

executed via secured online transactions. 

Program Development 

Objective(s) and 

Contribution to Country 

Partnership Strategy 

(CPS) 

 

 

 

The development objective of the programmatic series is to 

strengthen the policy and institutional environment in 

Mauritius to support competitiveness and enterprise 

development.  The operation will achieve this by supporting 

reforms in around three integrated and mutually reinforcing 

pillars: 

(i) improving competitiveness and growth of enterprises; 

(ii) improving access to finance; and  

(iii) promoting ICT and e-Gov for enhancing 

competitiveness and transparency. 

For each of these pillars, prior actions have been identified 

that create the underpinnings to support the reform processes.   

The three pillars are mutually reinforcing.  Facilitative 

business environment, greater access to finance, coupled with 

improvement in the ICT sector, will increase enterprise 

competitiveness and facilitate access to export markets. 

The proposed DPL is consistent with the Country Partnership 

Strategy (CPS) objectives presented to the Board in October 

2006 and the CPS Progress Report of May 2011.  The 

proposed DPL is aligned with four CPS pillars, in particular 

improving competitiveness and investment climate along with 

inclusion and fiscal consolidation themes of reform. 

Risks and Risk 

Mitigation 

 

 

 

The implementation of the proposed reform program entails a 

number of risks:  

 

(a) The challenge of maintaining macroeconomic stability as a 

result of uncertain global developments, particularly emerging 

from the European economies to which Mauritius remains 

highly exposed with respect to tourism, foreign direct 

investment (FDI) and commodity exports. The Government 

has the means and tools to cope with external economic 

uncertainties while a firm commitment will be needed to rein 

in public expenditure if a substantial economic slowdown 

materializes; 

 

(b) Political risk that may affect the pace of the reform 

program at a time when the need for reform is most urgent, 
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given global economic uncertainties. Many of these second 

generation reforms will have redistributive effects and the 

Government may find it difficult to overcome some of the 

vested interests resistant to reform. This complexity is further 

compounded by the withdrawal of one party from the 

Government coalition in July 2011 which has translated into a 

slim Government majority in Parliament. This DPL aims to 

mitigate this risk by supporting reforms that will bring returns 

in the short-term while putting in place the building blocks 

necessary to expedite the broader reform program over the 

medium-term;  

 

(c) Limited institutional capacity within sector ministries to 

lead and implement the reforms. The Bank and the 

Government have signed a Services Agreement for 

Reimbursable Technical Assistance (RTA) to support 

institutional capacity. This RTA will complement the Bank‘s 

program and allow line ministries to enhance their institutional 

capacity where needed. Additionally, the DPL itself will be a 

way to build bridges between the different ministries involved 

in the reform program, thereby enhancing coordination. The 

Bank analytical work program will support these reform areas 

while enhancing institutional capacity of sector ministries. In 

addition, this analytical work program has been coordinated 

with other development partners to leverage limited resources 

and to focus on areas that are more relevant for achieving 

impact; 

 

(d) Allegations of corruption which have been at the center in 

the national debate for the past several months. These 

allegations are under investigation by the Independent 

Commission Against Corruption (ICAC). Corruption is not 

only an impediment to investment but has also triggered a 

political crisis in Mauritius when accusations reached the 

highest level of Government. This risk is mitigated by the fact 

that the Government appears to be supportive of ICAC and 

respectful of its independence. 

 

The policies supported by the proposed DPL will contribute 

significantly to mitigating these economic and political risks 

through measures that emphasize equity concerns by focusing 

particularly on the development of SMEs.  Moreover, in the 

medium term, improving competitiveness is the only 

sustainable approach to creating new and dynamic jobs.   

 

Operation ID  

 

P126903 
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PROGRAM DOCUMENT  

 

REPUBLIC OF MAURITIUS 

 

PRIVATE SECTOR COMPETITIVENESS  

DEVELOPMENT POLICY LOAN 

  

I. INTRODUCTION 

1. Mauritius has an impressive development record.  Only a handful of countries have 

defied the odds, transformed their economies, sustained growth acceleration over decades and 

joined the ranks of middle income economies.  Maintaining the status requires keeping up to 

the pace of reforms set by its competitors.  Mauritius‘ ambitions are far greater as it envisions 

moving up the ladder and joining the ranks of upper middle-income countries (MIC).  While 

among the most competitive and successful economies in Africa, Mauritius lags far behind its 

many MIC competitors on the global scale.
1
  

 

2. Competitiveness agenda thus remains centre piece to achieving Government‘s program 

of reforms. In addition the competitiveness of the Mauritian economy is at risk amid fears of 

another global downturn fueled by the crisis in Europe.  Accelerating reforms is the best 

response to emerging global uncertainties.  These reforms will facilitate the nation‘s economic 

recovery in case the expected global downturn unfolds.  Some troubling signals are already 

emerging that show a continuous downward trend in investment since 2008.   

 

3. The combination of these lagging and risk factors represent a strong case for a 

reinforced engagement on the competitiveness agenda in Mauritius.  The Government of 

Mauritius (GoM) is aware of the challenge for the economy to stay competitive, and has 

reiterated its commitment to reforms aimed at strengthening competitiveness in an open and 

uncertain global operating environment.  Following its impressive recovery in the aftermath 

of the international economic and financial down-turn, the country is now addressing second 

and third generation policy and institutional issues.  To pursue its vision of making Mauritius 

a higher value added, more diversified, skill and knowledge intensive economy (Country 

Partnership Strategy (CPS update, 2011), the Government is continuing to strengthen the 

institutional and policy environment for business growth while developing an overarching 

strategic policy framework for knowledge development and technology, and investing in 

human capital to harness the use of advanced technologies at enterprise level.  

 

4. The World Bank until very recently was supporting the Government‘s competitiveness 

agenda through the Manufacturing and Services Development and Competitiveness Project 

(MSDCP), along with the Mauritius Economic Transition Project (METAP).  In March 2011, 

                                                 
1
 According to the latest Global Competitiveness Index (2011-2012), Mauritius ranks 54

th
 out of 142 countries 

compared to 2nd for Singapore; 4
th

 for Finland; 11
th

 for Hong Kong SAR, China and 31
th

 for Chile. 
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the Bank was requested by the Government to cancel the two Specific Investment Loans 

(SILs) – that were at an early stage of implementation - and prepare a new Development 

Policy Loan (DPL).  The new DPL series, while focusing on competitiveness, would broaden 

and deepen the areas of focus in light of the evolving development priorities of the island 

nation. The DPL was thus deemed a more appropriate instrument for engendering the 

necessary policy and institutional reforms - as opposed to a SIL with a focus on public 

investment and capacity building measures. 

 

5. The proposed Private Sector Competitiveness Development Policy Loan (PSC-DPL), 

in an amount of GBP 9.6 million (US$15 million equivalent), is the first in a series of two 

annual programmatic operations in support of the Government‘s medium-term reform 

program that centers on competitiveness and equity as its twin pillars.  The development 

objective of the PSC-DPL programmatic series is to strengthen the policy and institutional 

environment in Mauritius to support competitiveness and enterprise development.  The 

operation will achieve this by supporting reforms in three integrated and mutually reinforcing 

pillars (i) improving competitiveness and growth of enterprises, (ii) improving access to 

finance, and (iii) promoting ICT and e-Gov for enhancing competitiveness and transparency.  

For each of the pillars, prior actions have been identified that create the basic foundation to 

support the reform processes (see Table 9 and Annex 1). 

 

6. The proposed DPL operation is being prepared in tandem with the First Public Sector 

Performance (PSP) DPL. The two DPL series are designed to be mutually reinforcing and 

address complementary aspects of the Government‘s reform program. The PSP DPL series 

will focus primarily on the performance of the public sector, while this DPL will focus 

primarily on strengthening the policy and institutional environment for private sector 

competitiveness. It is the combination of the reforms supported by these two DPLs that will 

help Government improve its competitiveness, increase its resilience, and prepare it for the 

next phase of rapid and inclusive economic growth.  
 

7. It may be noted that the option to merge the two DPL operations was discussed.  The 

Government‘s preference, nonetheless, was to have two standalone DPLs with a focused set 

of complementary and mutually reinforcing reform measures. This option would avoid 

expanding the scope in multiple directions - from access to finance, Small and Medium 

Enterprises (SMEs) support, Information and Communication Technology (ICT) and e-Gov, 

social protection, and public sector reforms - within one operation - with a clear risk of doing 

too much with potentially limited impact. In addition, the two DPL route would permit a more 

strategic and in-depth policy and institutional support for the Government reform program.  

 

8. The two DPL series would be complemented by just-in-time knowledge services 

through non-lending technical assistance (NLTA) and the recently introduced Fee-Based 

Technical Assistance Services Agreement (FBTA, 23 September 2011).  Of the focus areas 

under discussion for the FBTA, tertiary education and infrastructure sectors are critical, given 

the skills development and infrastructure bottlenecks facing Mauritius.  Aligning tertiary 

education outcomes with the needs of a knowledge economy, increasing quality of research, 

and adopting global good practices  towards implementation of infrastructure reforms in the 

area of transport sector and energy mix, would be important for realizing the country‘s 

ambitious vision. 
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9. The proposed DPL series is consistent with the objectives of the Country Partnership 

Strategy 2006, and the CPS Progress Report of May 2011, that underlines improving 

competitiveness and investment climate as its central theme of reforms, along with promoting 

inclusion and fiscal consolidation. The DPL operation is well aligned to the new Africa 

Strategy that focuses on competitiveness and employment, and vulnerability and resilience as 

its two pillars, with governance and public sector capacity as its foundation.
2 

 

II. COUNTRY CONTEXT 

 

10. Mauritius is a small island economy vulnerable to external shocks.  Yet, it is one of 

the few small states to have successfully broken into the production of manufactures for 

export (mainly textiles and garments) and is further attempting to diversify into services 

exports.  Within the last thirty years, this small state went from a poor mono-crop producer to 

an aspiring newly industrializing economy due to an outward-looking trade and investment 

strategy; preferential market access to the European Union (EU) market; cheap and bilingual 

labor; investments in human capital; political and macroeconomic stability; relatively efficient 

Government; and comprehensive institutional support.  

11. Robust track record of reforms and implementation.  Mauritius is well into a new stage 

of reform, after successfully addressing first-generation competitiveness issues.  On the 

investment climate, despite the recent crisis-related slowdown in FDI,
3
  Mauritius has 

maintained its status as the top ranked country in Africa on the Doing Business indicators. 

These reforms had considerable success in achieving an acceleration of the rate of growth and 

reduction in unemployment, along with speeding up the pace of diversification of the 

economy.  Mauritius has attracted investment in new sectors including ICT, logistics and 

distribution; tourism; real estate; and property; on-shore financial services; health and 

wellness; education; and seafood and marine industries. 

12. Next generation reforms are aligned with Mauritius‘ vision of becoming a knowledge-

led economy.  While among the most competitive and successful economies in Africa, 

Mauritius ranks 54
th

 out of 142 countries compared to 2
nd

 for Singapore; 4
th

 for Finland; 11
th

 

for Hong Kong SAR, China and 31
st
 for Chile, according to the Global Competitiveness index 

(2011-2012).  Competitiveness agenda thus remains salient to achieving the GoM‘s vision. 

 

13. To pursue its vision of making Mauritius a more diversified, skill and knowledge 

intensive economy (CPS update, 2011), the Government is in the process of developing an 

overarching strategic policy framework for knowledge development and technology; 

investing strategically in human capital to harness the use of advanced technologies at 

enterprise level while continuing to strengthen the institutional and policy environment for 

business growth. To champion this agenda, the Government has created a new Ministry of 

Tertiary Education, Science, Research and Technology (MoTESRT) with a mandate to 

ensuring that the supply of skills from tertiary institutions, along with the research conducted 

in research institutes and universities, meet the needs of the private sector and contributes to 

enhancing competitiveness. Developing a ―world class quality human resource base through 

                                                 
2
 Refer to Africa’s Future and the World Bank’s Support to It. World Bank (March 2011). 

3
 FDI flows in Mauritius stood at MUR1,383 million for the first quarter 2011 against MUR 4,555 for the same 

period in 2010. 
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world class quality education and training for all‖ has been well-articulated in the 

Government‘s Vision document. Increases in the supply of high-level skills through 

expanding access to tertiary education, nonetheless, need to be combined with a close 

alignment between the structure of the skills basis and the needs of the private sector.  
 

14. Given the nascent capacity of MoTESRT, the NLTA and FBTA are considered the 

more appropriate instruments at this juncture to support the Government‘s skills and 

technology agenda.  The Bank has already commenced TA support to help inform the design 

of the program and to build consensus around the ―reform path‖ within the area of enhancing 

quality education and market-linked research.  Through the on-going NLTA and the PSC 

DPL dialogue, the Bank has provided technical feedback on the MoTESRT‘s draft Strategic 

Plan 2011-2020, and shared examples of international best practices, including strengthening 

the links with the country‘s knowledge and competitiveness agenda. Knowledge sharing was 

also provided through the participation of a global expert in consultative workshops held in 

July 2011 on the draft Strategic Plan with key stakeholders. Going forward it was agreed that 

the Bank, through the FBTA, would provide technical support to the development of 

analytical products aimed at operationalizing the Strategy.  In addition, building on the 

support provided under the MSDCP, the PSC DPL through the ―enterprise growth and 

competitiveness‖ pillar shall support improvements in the outreach and quality of business 

development services in the area of skills and technology at enterprise level. 

 

15. The economy is showing some signs of slowdown due to the current global economic 

uncertainty.  National projections for Gross Domestic Product (GDP) growth are less 

optimistic.  While in late 2010, it was expected that a gradual recovery of GDP growth to 5 

percent (4.5 percent by 2013), the economy is now projected to grow around 4 percent until 

2014.  This is further evidenced by a fall of 70 percent in FDI in the first quarter of 2011 

compared to the same period of 2010; a decrease of 13 percent in total exports during the first 

quarter of 2011 over the previous quarter; unemployment increased to 8.3 percent during the 

first quarter of 2011 compared to 7.2 percent at the fourth quarter of 2010; and the stock 

market index value has slightly reduced by 4 percent since June 2011.   

16. With a recent slowing down of FDI, Mauritius has developed a new competitiveness 

strategy in order to sustain its competitiveness and diversify its economic base.  Among other 

things, it is attempting to better target foreign investment into the services sector, promote 

SMEs development through access to finance and business development services, upgrade 

tertiary level technical skills, and improve infrastructure, particularly ICT.  The Mauritius 

competitiveness experience of providing the policy environment to support competitive 

growth and of leveraging from this to diversify the manufacturing base experience offers 

valuable lessons for other small economies. 

 

A. RECENT DEVELOPMENTS AND MACROECONOMIC POLICY FRAMEWORK IN 

MAURITIUS 

 

17. The negative impact of the 2008/2009 global economic crisis was partially contained 

as a result of a short-term fiscal stimulus package that also aimed to build long-term 

competitiveness and enhance the investment climate.  This package was made possible by the 

Government‘s relatively comfortable fiscal position prior to the onset of the crisis.  This fiscal 
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space allowed the Government to adopt an expansionary macroeconomic policy, with both 

fiscal and monetary components.  Between 2009 and 2011, fiscal stimulus measures 

cumulatively accounted for about 7.5 percent of GDP, with a focus on large infrastructure 

projects and targeted programs to assist firms and workers
4
.  One salient feature of these 

targeted programs was the close coordination between the public and private sectors in which 

the Government agreed to support firms as they restructured while the private sector did its 

utmost to preserve employment.  As a result, jobs were maintained during the crisis, and the 

unemployment rate remained stable at 7.3 percent in 2009 compared to 7.2 percent in 2008.   

 
Table 1: Selected Economic Indicators 2007-2010 

  2007 2008 2009 2010 

Real GDP growth (%) 5.7  5.5  3.0  4.1  

Exports of Goods
1
 (Rs. M) 64,265 59,015 56,162 61,997 

       Of which textiles 27,584 23,907 23,360 23,992 

Tourism Earnings (Rs. M) 40,687 41,213 35,693 39,457 

FDI 11,514 11,419 8,793 13,948 

Current Account Deficit (% GDP) 5.4 10.1 7.4 8.3 

1: Excluding ships stores and bunkers 

Source: Statistics Mauritius 

 

18. Growth picked up in 2010 but has not yet reached 2008 levels.  GDP growth 

accelerated to 4.1 percent in 2010, from 3.0 percent in 2009 (Table 1). In line with the 

structural change in the economy, overall growth was led by strong growth in the services 

sector, particularly real estate services, hotels and restaurants and financial intermediation, 

which together now account for 30 percent of GDP compared to 23 percent a decade ago. 

Agricultural output—a small share of the economy but with a long tradition—decreased by 

1.3 percent, with a decline in sugarcane production (-6.4 percent) reflecting a longstanding 

structural trend (Table 2).  The construction sector, boosted by residential and commercial 

construction demand, grew by 4.3 percent, the lowest growth rate in the last 5 years. 

Manufacturing remained stable with declining sugar processing and no growth in the textile 

sector, but this was offset by growth in new products such as processing of fish and other food 

(4.4 percent). 

 

19. Economic growth for 2011 is now expected to be around 4.1 percent amid global 

economic turbulence. The original economic outlook for 2011, embedded in the 2011 

Government budget was quite positive and projected a return to Mauritius‘ historical growth 

trajectory of 4.5 percent annual growth, driven by a strong external demand, and high tourism 

revenues that compensated for an expected slowdown in the construction sector. However, 

there is some evidence that fiscal consolidation in advanced economies and increasing debt 

and financial worries in Europe may be having an impact on the Mauritian economy, with a 

substantial fall in FDI in the first half of 2011. In a revised projection in September 2011, 

Statistics Mauritius reduced its GDP growth projection for 2011 from 4.5 to 4.1 percent, 

                                                 
4
 A salient initiative was the Mechanism for Transitional Support to Private Sector (MTSP, which came to be 

known as the ―Mauritius Approach‖). In the MTSP, the Government became an equity partner to guarantee 

survival of, otherwise sound firms, facing severe distress during the crisis. The Mauritius approach started to be 

implemented in December 2008. The program initially targeted large companies and the main objective was to 

reduce the likelihood of massive lay-offs. 
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driven mainly by a larger-than-expected (11.8 percent) drop in sugarcane production, a related 

decline in sugar milling and a fall of the construction sector, as a result of a 0.6 percent 

decline of private sector investment. 

 
 Table 2: Quarterly Gross Domestic Product - Selected Sector Growth Rates 

(Percentage over corresponding period of previous year) 

  
2008 2009 2010 

2010 2011 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 

Agriculture, hunting, forestry, and fishing 3 8.8 -1.3 -7.4 -6.4 4.8 0.9 -4.6 -6.1 3.0 

Manufacturing 3.2 2.1 2.1 4.8 -2.8 2.1 4.1 6.8 6.7 1.6 

       Textile 0.1 -0.2 0 -7.8 -12.2 10.5 9.1 10.0 22.3 7.7 

Construction 11.6 6.2 4.3 -5.6 5.4 11.1 5 -4.8 -9.9 1.7 

Hotels and restaurants  1.3 -5.9 6 7.6 1.9 7.5 6.3 3.1 5.2 1.0 

Transport, storage, and communications  6.1 4.8 5.3 5.3 6.1 6.2 4.2 6.7 5.3 4.9 

Financial intermediation 10.1 3.8 4.3 0.5 3.9 6 6.4 6.4 6.5 4.3 

Real estate, renting, and business activities 8.7 6.1 6.2 5.9 5.8 7.6 5.7 6.1 6.4 6.4 

GDP at market  prices 5.5 3.0 4.1 3.2 2.4 5.7 5.0 4.7 4.6 3.9 

Source: Statistics Mauritius  

 

 

B. MACROECONOMIC OUTLOOK AND DEBT SUSTAINABILITY 

 

20. Updated International Monetary Fund (IMF) projections that factor the latest impact of 

the European economic downturn estimate that 2012 GDP growth in Mauritius could 

slowdown to 3.7 percent before picking up in 2013, though this hinges on high uncertain 

global developments.  This is below Government projections embedded in the public budget 

presented in November 2011 that projected GDP growth in 2012 close to 2011 levels of about 

4 percent per year (Table 2).  Growth prospects are sensitive to the pace of implementation of 

domestic reforms as well as external factors, since Mauritius is a small open economy and 

exports (i.e. textile, tourism and ICT-BPO sectors) are very dependent of the euro zone. The 

Government‘s projections assume that the global recovery will remain timid, and that the 

Government‘s reforms will only gradually lead to higher productivity and diversification in 

the private sector to achieve 4.2 percent economic growth by 2014. The Bank‘s projections 

are in line with the most recent figures from the Government that incorporate updated IMF 

projections prepared during the Article IV consultations that took place in January 2012 

(Table 3).  

 

Table 3: Macroeconomic Indicators 2010-2016 (percent) 

  2010 2011 2012 2013 2014 2015 2016 

Real GDP growth 4.2 4.1 3.7 4.1 4.2 4.2 4.2 

Gross national savings/ GDP 15.5 16.0 16.3 17.9 19.5 17.5 19.5 

Gross domestic fixed investment/ GDP 24.9 24.4 24.8 27.3 25.7 23.4 26.0 

CPI inflation (avg.) 2.9 6.5 4.8 5.3 4.9 4.4 4.4 

Terms of trade change -5.5 -6.8 5.0 1.9 1.2 1.0 1.1 

Current account balance/GDP -8.3 -10.0 -8.7 -7.5 -6.4 -5.9 -3.6 

Source: MoFED and staff estimates and projections 
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21. Yet the Mauritian economy faces substantial risks, particularly with regards to a 

slowdown in international economic growth. The main channels of transmission of economic 

shocks from the global economy to Mauritius ‒ and especially from the European economies 

to which Mauritius remain highly exposed ‒ are tourism (which represents 26 percent of total 

exports of goods and services), FDI, and commodity imports. To model the impact on 

Mauritius should these shocks materialize, an alternative growth scenario assumes slower 

growth (a 2.5 percent decline in real GDP growth) in partner countries in 2012 before a 

gradual but slow recovery. Inflation in advanced economies is also assumed to slow as 

economic activity decelerates. Under this alternative scenario,  real GDP growth in Mauritius 

is projected to fall by close to 2 percentage points to 1.7 percent in 2012, and 2.7 percent in 

2012 and will only rebound by 2015 (Table 4). Export growth is projected to be significantly 

lower.  For example, growth of tourism receipts are likely to decline by almost 16 percent 

compared to an increase of 9 percent under the baseline scenario. However, despite some 

reduction in the demand for imports projected for 2012 as domestic demand falters, the 

external current account deficit is projected to remain at around 8.7 percent of GDP. Under 

this alternative scenario, FDI is assumed to decline as a share of GDP in 2011 and 2012, 

reaching a low of 2 percent of GDP with net outflows amounting to 2 percent of GDP by 

2012, while other financial flows are expected to remain broadly stable.
 
As a consequence, 

there would be a balance of payments deficit of 9.7 percent of GDP in 2012, but the 

substantial amount of foreign exchange will yield enough resources to finance this, while the 

flexible exchange rate regime will help to narrow the balance of payments deficit over time. 

 
Table 4: Macroeconomic Indicators under Alternative Scenarios 2010-2013 (percent) 
 2010

  

2011 2012 2013 
Original Revised Baseline Alternative 

  

Baseline Alternative 

  

Real GDP Growth 4.2 4.5 4.1 3.7 1.7 4.1 2.7 

CPI Inflation 2.9 6.7 6.5 4.8 4.3 5.3 4.3 

Total Revenues and Grant/GDP 21.9 21.6 21.3 21.7 20.3 20.0 20.5 

Total Expenditure/GDP  25.1 25.2 25.1 23.9 26.5 23.9 25.1 

Fiscal Surplus – Deficit /GDP -3.2 -3.7 -3.2 -3.8 -6.2 3.8 -4.6 

Current Account Balance GDP -8.2 -9.8 -10.0 -8.7 -9.7 -7.5 -9.0 

International Reserves (US$ mns.) 2644 2151 2466 2340 1528 2370 1426 

Months of Import Goods & 

Services 

5.2 3.7 4.2 3.8 2.8 3.7 2.5 

Debt/GDP 57.4 57.2 58.2 57.7 >60 56.3 >60 

Sources: MoFED, BoM, IMF, and staff estimates and projections. 

 

22. The fiscal position will remain stretched, with limited space to respond to deeper 

unexpected shocks and potential vulnerabilities. The fiscal space created by the Government‘s 

cautious fiscal policies prior to the 2008 crisis was largely deployed through the stimulus 

measures implemented to counter the financial and Euro zone crises, resulting in a fiscal 

deficit of 3.2 percent of GDP in 2010 (Table 5). With total revenues (including grants) at 

21.8 percent of GDP in 2010, the deficit was partly contained by the low execution rates of 

capital expenditures. Tax revenues are projected to increase by 9 percent in 2012 to 18.3 

percent of GDP, and increasing grants
5
 are expected to lift total public revenues to 21.7 

percent of GDP in 2012. For the period 2012-2013, the fiscal deficit is expected to remain at 

around 3.8 percent of GDP. This reflects the Government‘s additional expenditures on 

                                                 
5
 Mainly from the European Union (Rs. 2,600 million or around 0.84 percent of GDP).  
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priorities aimed at addressing critical bottlenecks and boosting long-term growth, including 

ambitious infrastructure investment with a focus on energy, water and sewerage, and 

transport, of around 3.5 percent of GDP per year over the next five years.  The deficit could 

further widen to above 6 percent of GDP under alternative scenarios of substantial 

international economic slowdown, as a result of reduced revenues and with the impact of 

automatic stabilizers. To respond to this risk, the Government has already created a National 

Resilience Fund using public savings from 2011 and  before, which could finance a shortfall 

in revenues of 1.2 percentage points compared to 2012 Budget projections. Should revenues 

drop further, adjustment would require accelerating efficiency gains in public expenditure 

and/or some delay in the implementation of the public infrastructure program.  

 
Table 5: Fiscal Framework (percent of GDP) 

  2010 2011 2012 2013 2014 2015 2016 

  Total revenues and grants 21.8 21.3 21.7 20.0 19.2 19.2 19.1 

      Tax revenues 18.4 18.2 18.3 17.7 17.3 17.2 17.0 

  Total expenditures 25.0 24.5 25.6 23.9 22.7 22.3 22.2 

     Current expenditure 22.3 21.9 21.5 20.4 19.6 19.2 19.1 

          Wages and  salaries 5.8 5.5 5.6 5.8 5.6 5.6 5.6 

      Capital expenditures and net lending 2.7 2.6 4.1 3.5 3.1 3.1 3.0 

   Deficit(-)/Surplus(+) -3.2 -3.2 -3.8 -3.8 -3.4 -3.1 -3.0 

   Debt/ GDP 57.4 57.2 57.4 55.7 55.0 54.9 54.0 

Sources: MoFED and staff estimates and projections 

 

23. Despite lengthening debt maturity, the financing needs of the public sector continue to 

be high.  Gross financing requirements of the Government are projected to remain at similar 

levels over the next three years, around Rs 84 billion a year (US$2.9 billion or 25.3 percent of 

GDP in 2012, see Table 6). This is mostly explained by the high amortization of domestic 

securities falling due, which represent around 35 percent of total debt per year. In addition, 

there is also around 4.4 percent of GDP (around US$540 million) of new financing 

requirements to cover the deficit, of which 2 percent of GDP is financed with issuance of new 

domestic debt and around 2.3 percent of GDP with new external loans. These high levels of 

financing needs are in line with recent trends. Most of the new gross borrowing requirements 

(91 percent of total) are expected to be financed domestically. The domestic financial market 

is very liquid and is projected to easily accommodate this financing but the Government 

remains exposed to rapid changes in market sentiment and pricing.  
 

Table 6: Public Sector Financial Requirements (Mauritian Rupees Million) 

  2010 2011 2012 2013 2014 

Gross Borrowing Requirements 97,457 82,140 83,917 84,180 87,748 

                       In percentage of GDP 32.6 25.3 23.8 21.7 20.9 

   Amortization of Domestic Securities 87,365 67,940 67,385 65,593 65,082 

   Amortization of External Loans  834 713 910 1,100 2,200 

   Additional Borrowing requirements 9,258 13,487 15,622 17,487 20,466 

Change in cash balances and other items 1,490 1,289 -1,000 -1,000 0 

Financing sources 98,948 83,520 82,917 81,180 87,748 

   Issue of Domestic Securities 92,677 76,026 76,093 71,125 77,006 

   Loans from External Sources 6,270 7,494 6,824 10,055 10,742 

       of which: World Bank 94 1,627 1,737 1,252 1,198 

       of which : AfDB 4,659 1,912 1,024 4,505 6,141 

Sources: MoFED and staff estimates and projections   
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24. The last Debt Sustainability Analysis (DSA)
6
 projects a sustainable public debt level 

over the medium term. The DSA notes the reduction in public debt to 52 percent of GDP in 

2008 from over 71 percent of GDP in 2003 due to the fiscal consolidation policies since 2005, 

but it also recognizes the increase to 57 percent in 2010 as a result of the stimulus packages. 

The 2012 Public Budget projects a moderate increase of public debt to 57.4 percent of GDP in 

2012 (of which 77 percent is domestic debt), before a limited debt consolidation by 2014 

takes place (55 percent of GDP).
7
 Under a baseline scenario of 4.5 percent average GDP 

growth and fiscal deficits in the 4-4.5 percent range, debt to GDP would gradually converge 

to the 50 percent debt-to-GDP target by 2018. However, this target is subject to risks under 

alternative scenarios with significant growth slowdown as public debt-to-GDP may rise to 

close to the 60 percent of GDP ceiling mandated under the Public Debt Management Act.
8
 

This would require the Government to adopt a more ambitious medium-term fiscal 

consolidation agenda, through efficiency gains in public expenditure or a slowdown in the 

implementation of the investment program. In the same vein, the DSA projects that the 

external debt is sustainable
9
, and that it may rise over the next few years to finance the public 

infrastructure program before stabilizing at about 20 percent of GDP. External debt 

sustainability is resilient to substantial real depreciation but external debt dynamics would 

become unsustainable over a five year period should the current account deficit increase by 

3 percentage points of GDP compared to the baseline.  

 
Table 7: External Financial Requirements (US$ million) 

  2010 2011 2012 2013 2014 2015 2016 

Total financing requirements 1,148 1,094 1,177 1,050 1,057 1,082 1,248 

    Long-term debt repayment 109 94 92 85 112 167 182 

   Portfolio outflow 186 -37 77 75 74 81 93 

   Current account deficit (before grants) 853 1,037 1,007 890 872 834 974 

    Changes in foreign reserves 201 -179 -126 0 22 48 198 

Financing sources 1,148 1,094 1,177 1,050 1,057 1,082 1,248 

   Capital Grants 50 74 100 66 47 48 48 

   Foreign Direct Investment 301 250 368 386 404 415 517 

   Foreign loans and other investments 796 769 709 599 606 620 683 

Memo items:         

   Total official gross reserves (in million US$) 2,644 2,466 2,340 2,370 2,362 2,410 2,608 

      in months of imports of goods and services 5.2 4.2 3.8 3.7 3.6 3.5 3.5 
Source: MoFED and staff estimates and projections 

                                                 
6
 IMF Country Report 11/96, published in May 2011.   

7
 For the purpose of debt ceiling (following the 2010 amended Public Debt Amendment Act debt from 

parastatals that get revenues from the sale of market services is discounted), debt will also slightly reduce from 

54.2 percent of GDP in 2011 to 52.6 percent of GDP in 2014. 
8
 The 2008 Public Debt Management Act (amended in 2010) imposes a ceiling on the total amount of 

outstanding public sector debt. The ceiling is set at 60 percent of the GDP at current market prices, with the aim 

of reducing it to 50 percent of GDP by the end of 2018. Under the Act, the debt ceiling can be breached (i) in 

case of natural disasters or other emergencies requiring exceptional expenditure; (ii) when a large investment 

project in the public sector is deemed by Cabinet to be timely and prudent; or (iii) in case of a general economic 

slow-down requiring fiscal stimulus. However, any rise in the percentage of Debt to GDP at the end of a fiscal 

year shall not exceed 2 per cent of the Debt to GDP percentage of the previous fiscal year, and it will require 

preparation by MoFED of a plan to restore the ceiling within 3 fiscal years. 
9
 External debt (excluding short-term private sector liabilities) stood at 12.5 percent of GDP at the end of 2010, 

down from 20 percent in 2002. 
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25. The balance of payments remains comfortably financed, but it is vulnerable to a 

slowdown in exports, and potential reversals in financial inflows. The current account deficit 

increased in 2008 to 10.2 percent of GDP from 5.5 percent of GDP in 2007 as a result of the 

sharp reduction in exports, financed with a rise in FDI-related imports. Under the baseline 

scenario, the deficit is expected to broaden to around 10 percent of GDP in 2011 before 

slowly narrowing to 7.5 percent in 2013, a reduction that would be delayed under the 

alternative scenario. Although this deficit is projected to be comfortably financed by 

significant financial inflows (Table 7), especially by FDI and inflows to the financial system, 

the current account remains exposed to increasing prices of food and oil, which account for 24 

percent of total imports, as well as developments in the European markets, which still 

accounts for 65 percent of Mauritian exports.
10

 

 

26. The exchange rate has appreciated moderately in 2011, and reserves remain at 

comfortable levels. Capital inflows ‒ FDI, growing Government external borrowing albeit on 

a sustainable trajectory, and large net capital inflows to the banking sector ‒ account for the 

5.5 percent nominal appreciation over the year of the Mauritian rupee against a weighted 

average of bilateral exchange rates of major trade partners. After considering the relatively 

high domestic inflation compared to major trader partners, the Real Effective Exchange Rate 

(REER) shows an appreciation of 7 percent between January and September 2011. This said, 

net international reserves at the BoM increased by about US$100 million, reaching US$2.7 

billion by the end of August 2011, the equivalent of about 4.6 months of imports of goods and 

non-factor services and around 39 percent of short-term foreign debt. Under the alternative 

scenario in 2012, reserves would serve as a buffer and although they might fall by around 

US$900 million, they would still be at a manageable level (US$1.5 billion or around 2.8 

months of imports of goods and services).  

 

27. The financial sector in Mauritius successfully weathered the international economic 

and financial downturn of 2008-2010, but risks remain. The good health of the financial 

sector is critical because it has accounted for a significant share of GDP growth over the past 

few years, and it is expected to play an even more prominent role through increasing off-shore 

activities and more effective financial intermediation in the domestic market, notably to small 

and medium-sized enterprises (SMEs). This sector receives around one-third of all FDI 

inflows thanks in part to the country‘s double taxation treaty with foreign countries (such as 

India). The financial system remains solid even after the 2008-09 international financial 

turmoil, with high capital adequacy ratios, few non-performing loans, and sound liquidity 

positions. However, two areas may constitute a risk in the medium term. First, the gradual 

concentration of lending in construction and tourism (almost 40 percent of total loans in 2010) 

may expose local banks to a deterioration of prospects in those sectors. Second, the significant 

increase in foreign currency deposits and loans, which now represent around 60 percent of 

total deposits and loans, will require continued close monitoring by the Central Bank (Bank of 

Mauritius, BoM). The financial system may thus be exposed to a sudden withdrawal of 

foreign denominated deposits and to volatile exchange rates, even though the BoM has 

remained committed to intervene in the market to smooth exchange rate volatility.  

 

                                                 
10

 Although Mauritius has launched an effort to diversify export production and raise exports to Asia and 

regional markets textile exports account for 45 percent of total goods exports, and tourism receipts account for 

27 percent of total exports (67 percent of tourists arrives from Europe).   
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28. Monetary policy should remain cautious, keeping the inflation rate under control. 

Increasing global food and energy prices have caused consumer price inflation to edge up to 

4.8 percent year-on-year by the end of 2011. To mitigate second-round effects on prices and 

wages, and moderate the growing credit to the private sector (particularly real estate), the 

BoM tightened monetary policy in February, March and June 2011, increasing reserve 

requirements from 6 percent to 7 percent of their average deposit holdings and lifting the repo 

rate up 0.75 percent points to 5.5 percent, before lowering its key repo rate by 10 basis points 

to 5.4 percent in December 2011. At end 2011, the BoM is maintaining its tightening stance, 

but it stands ready to revisit this if evidence of an impact of global developments on Mauritius 

warrants a change. For the medium-term, monetary policy is expected to continue to aim at a 

stable inflation rate in the range of 4 to 5 percent per year. 

 

29. Rising unemployment rates reflect largely an emerging structural trend, namely the 

growing skills mismatch in the labor market.  Despite positive economic growth, employment 

creation in 2010 did not keep up with the 2.7 percent increase in labor force, fueled by the 

constant increase in female participation. As a result, the unemployment rate rose to 7.8 

percent compared to 7.3 percent in 2009. Short term developments aside, there is evidence 

that structural factors are at play, with labor-intensive activities such as sugar and tourism 

doing less well than activities with low labor intensity such as banking or health. Although the 

unemployment rate had been decreasing thanks to structural reforms since 2005 (when it 

reached a peak of 9.6 percent) the 2008 crisis halted this trend and an upward trend has 

emerged, reflecting increasing difficulties the economy is facing in absorbing unskilled and 

semi-skilled workers as it transforms into a more services and knowledge-oriented economy. 

Since the growth has mainly been led by high productivity and low labor intensity sectors, the 

demand for skilled workers in higher valued-added industries and/or management positions 

has outpaced the growth in the supply – skills shortages and mismatches are becoming 

fundamental bottlenecks to greater competitiveness and economic transformation to higher 

value added.  

 

30. Overall, the macroeconomic framework is adequate for development policy lending. 

While there is substantial external uncertainty that may affect the Mauritian economy in 2012, 

the economy has already proved, as in 2008, to be highly resilient and the Government has the 

means to cope with these external shocks.  This DPL series will support the macro-economic 

framework in Mauritius by strengthening the policy and institutional environment for private 

sector competitiveness through three integrated and mutually reinforcing pillars: (i) improving 

competitiveness and growth of enterprises, (ii) improving access to finance, and (iii) 

promoting ICT and e-Gov for enhancing competitiveness and transparency. It is the 

combination of the reforms being supported by the two DPLs that will help improve the 

country‘s competitiveness and resilience; and prepare the Government for the next phase of 

rapid and inclusive growth. 
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III. THE GOVERNMENT’S PROGRAM AND PARTICIPATORY 

PROCESSES 

 

31. Mauritius has built much of its successful development record since its independence 

on pro-active and effective growth strategies.  A long-term development vision based on 

opening up and diversifying the economy by moving towards high value-added, skills 

development and a knowledge-intensive economy was conceived during the 1990s in the 

National Long-Term Perspective Study (NLTPS), also known as Vision 2020.  Mauritius 

pursued a very liberal investment regime, used incentives to attract FDI and has always 

displayed receptivity to new ideas and adaptability.  

32. In 2005, a new team led by the Labor Party came in power, and a bold package of 

policies and institutional reforms was announced. Implementation was very successful and 

fundamental improvements to the macroeconomic policy framework and to the overall 

regulatory environment took place.  In response to the global financial crisis and the Euro 

Zone crisis in 2008, the Government passed a fiscal stimulus and monetary easing package of 

about 5 percent of GDP over 2009–2010 to address some of the inherent structural challenges 

that inhibit growth, and prepare the economy to increase its long-term competitiveness to take 

advantage of the global economic re-balancing.   The plan focused on infrastructure spending, 

providing financial relief to the firms hit hardest by the global crisis, and social and job 

protection measures.    

33. In addition to easing fiscal and monetary policy, Mauritius introduced measures to 

assist the private sector in the wake of the crisis.  Firms facing liquidity difficulties were given 

temporary financial relief (conditional on credible restructuring plans), with costs shared by 

banks, the Government, and the firm‘s shareholders through the  Mechanism for Transitional 

Support for the Private Sector (MTSP).  The support was a combination of equity support, 

liquidity/working capital (including guarantees for bank support), and asset purchases and 

swaps.  A tax suspension program was also introduced for the labor-intensive and vulnerable 

tourism, construction, and real estate sectors.  These measures recognized that 

competitiveness needs to be enhanced by: (i) further diversification toward new sectors and 

markets; (ii) promoting efficiency and productivity gains at the firm level; (iii) reducing 

leverage by most firms; (iv) developing  the capital market and financial instruments; (v) 

encouraging long-term corporate planning; (vi) improving the diversity of skills in line with 

the vision of knowledge based economy; and (vii) speeding up the implementation of 

infrastructure projects.   The economy reacted favorably to the reforms by displaying 

recovering growth and employment, which helped to consolidate consensus and public 

support around the Government‘s program.   

34. In 2010, a new Government coalition, led by the same Labor Party came back to 

power, with continuity in the reform agenda and an increased focus on equity growth and 

accentuated measures to support the economic recovery following the downturn caused by the 

global recession.  The Presidential Address, outlining the Government‘s program 2010-2015 

was mainly oriented towards the following key priorities: (i) Sustainable Development; (ii) 

Human Development and Governance; (iii) Infrastructure; and (iv) Trade and 

Competitiveness.  The 2012 Budget, that lays out the Government‘s program underlines 

‗growth for greater good‘ and focuses on the following: (i) setting the basis for strong growth; 
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(ii) riding out the crisis; (iii) improving social protection; and (iv) fiscal reform.  This budget 

Speech has given high importance to social values as a driver to economic growth. 

 

Setting the basis for strong growth 

 

35. The engines for growth have been identified to be the SMEs, traditional private sectors 

and emerging sectors.  The Government has announced a series of measures in the recent 

2012 Budget for the SMEs to address their constraints linked to access to finance, cost of 

finance, access to industrial space and access to markets.  The Government has set up a 

special financing vehicle through the commercial banks, that would allow SMEs to get 

overdrafts and loans at  repo rate plus 3 percent, representing a reduction of 3 percent 

compared to current rate of interest.  The commercial banks would be able to settle bad debts 

out of court and recover the loss through tax deduction.  The innovative approach will be 

applicable to existing loans at renewal and on both loans for investment and working capital.  

A newly set up Equity Fund will provide a guarantee instrument to offer risk cover amounting 

to 35 percent of every loan and overdraft.  The Development Bank of Mauritius (DBM) is 

expected to offer loans and overdrafts at the same rate as that of the other commercial banks, 

and the Government has announced that it will search for a specialized Private Financial 

Institution to transform the DBM into a Micro, Small and Medium Enterprises (MSME) 

Bank.  To facilitate the procedures to access finance, the GoM has waived the processing 

costs and all related fees.  To further accelerate access to finance, registration of property will 

be reduced from 15 days to two days by the coming into operation of a new information 

technology system at the Registrar General‘s Office. To address the issue of lack of industrial 

space, Government has indicated that it will construct 175 additional units of at least 500 

square feet each, in five different sites for SMEs.   

 

36. The Government will continue to review the regulatory framework to further promote 

traditional sectors and give more impetus to emerging sectors.   The ICT sector has proved to 

be more resilient during the financial crisis and is now geared to become one of the top most 

contributors to GDP.  A well-developed ICT sector can be instrumental in making Mauritius 

an ICT-focused economy that uses ICT to improve the delivery of economic and social 

services and exploits its strategic location in the Indian Ocean.  The Ministry of ICT has been 

very active in setting the base for this to happen. The second undersea fibre optic cable, LION 

2 will be operational by July 2012, increasing redundancy for the ICT sector and ensuring 

continuity of service at all times. The Government also plans to connect Rodrigues to the 

submarine fibre optic cable.  Mauritius Telecom has agreed to give the access to long distance 

telecom operators to the two landing stations where it had the monopoly.  This will provide 

the necessary incentive for any incumbent to set up and operate on the island.  The ICT Act 

will also be amended to allow the ICT Authority to intervene more effectively on the market.  

A new emerging sector that is being actively promoted by the Government is the knowledge 

hub.  The Government intends to develop Mauritius as a regional provider of knowledge.   

 

37. The Government is actively working with the stakeholders to find ways to improve 

port infrastructure and logistics. The International Finance Corporation (IFC) is assisting the 

Government in identifying a strategic partner for the Cargo Handling Corporation Limited.  

The transitional provision for income tax exemption for Freeport Operators will be extended 

indefinitely.  The tourism sector strategy will be revamped along three poles: attractiveness, 

visibility and accessibility.  The Tourism Authority will develop a rating system and will 
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introduce a Green Certification for service providers.  The Mauritius Tourism Promotion 

Authority will deepen their promotion campaigns in traditional markets while exploiting 

growing potential of new and emerging markets.  Air access policy will be reviewed to 

increase accessibility within the region, with Africa and with the rest of the world. 

 

Riding out the crisis 

 

38. The Government has set up a National Resilience Fund (NRF) with an initial 

allocation of MUR 7.2 billion (2.1 percent of GDP) to be used as a ‗rainy day fund‘ that will 

support private businesses, especially SMEs, infrastructure development and job creation.  

The fund will be used to extend the Leasing for Equipment Modernization Schemes (LEMS), 

which were introduced by the Additional Stimulus Package in December 2008, to all private 

enterprises with a turnover of less than US$1.7million.  The time frame of the Scheme has 

also been extended from December 2011 to December 2014.   The NRF will finance a new 

guarantee scheme that will enable SMEs to get insurance cover on their exports and on local 

sales.  Seventy percent of the NRF will be committed to ongoing infrastructure projects as 

well as new projects such as the Harbor Bridge, that will link the South to the North without 

having to go through the capital city of Port Louis, and the light rail project.   

 

39. Even if Mauritius was cushioned relatively well during the recent crisis, the looming 

global crisis shows that the economy continues to face a number of risks to financial stability 

despite major economic and financial progress accomplished. The Government is working 

with the IMF to develop a set of recommendations for a well-coordinated watch on the 

stability of the financial system in Mauritius.  The MoFED and the BoM will set up the 

necessary mechanism for determining the accepted range of the rate of inflation and the 

Monetary Policy Committee will decide on how to keep inflation within the agreed range.   

 

Improving social protection 

 

40. The use of outdated categorical targeting for Social Aid means that most of the poor 

are not supported.  Only 27.6 percent of Social Aid payments go to the poor while 36 percent 

of benefits go to those in the wealthiest two quintiles.   In line with proposals made by the 

World Bank‘s Social Protection team, the Government will implement the Social Register of 

Mauritius (SRM) which will allow a better targeting of the poor in terms of identifying the 

most appropriate support for the family as a whole.  The Government will institute a social 

contract with the families that would make them eligible to benefit from social aids for new 

housing schemes, and allowance for childcare facilities that have recently been introduced.   

 

Fiscal reform 

 

41. The Government will review the fiscal policy and will come up with measures that 

will support economic growth and allow a more equitable share for all.  The solidarity levy on 

telecommunication companies has been extended by two more years and to the Global 

business companies.  Both sectors will be required to contribute a 10 percent levy on 

chargeable income.  All private companies that were contributing to the Corporate Social 

Responsibility fund will now be taxed on chargeable income as opposed to book profit.  

Capital gains tax on immovable property and municipal tenant tax have been abolished as 
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from January 2012.  The Government is also working on the legal framework to strengthen 

and simplify tax administration.   

 

Public Budget consultative process and transparency 

 

42. Stakeholder consultations: The Government‘s reform program underpinning the PSC-

DPL has benefitted from extensive consultations with relevant stakeholders.  The Ministry of 

Finance and Economic Planning holds consultations every year, in the course of national 

budget consultations with relevant line ministries, private sector representatives, industry 

associations and civil society.   

 

43. The main instrument for introducing economic reforms in Mauritius is the public 

budget, which is widely discussed with the main stakeholders. Each year, the Joint Economic 

Council (JEC), the largest private sector coordinating body in Mauritius, discuss private 

sector business priorities with MoFED as part of the public budget preparation. In addition, 

the Labor Unions also discuss their priorities with MoFED. More recently, proposals from 

civil society are being requested and some documents are posted on the web for consultation 

process prior to submission to Cabinet. The World Bank has undertaken extensive 

consultations with all relevant line ministries as well as other key stakeholders including the 

Mauritius Chamber of Commerce and Industry, the SME Federation, the industry associations 

in the manufacturing and ICT sectors, the Mauritius Bankers Associations and CEOs of 

commercial banks, the management team of the Development Bank, BoM and members of 

parliament (including the opposition).  The World Bank‘s team participated in a national 

workshop on the National Broadband strategy that regrouped policy makers, business 

community and interest organizations.  The implementation of some of the prior actions, 

nonetheless, remains at risk of being politicized.  In this context, open and consistent 

communication, particularly with respect to the restructuring of the DBM remains important 

going forward.  

 

44. A Public Expenditure Financial Accountability (PEFA) report concluded in 2010 

confirms the high transparency standards of the Mauritian Public Budget. Public access to key 

fiscal information is adequate with budget documents freely available to the public in a timely 

fashion.
11

  Also, audited year-end financial statements are made public well within the six 

months from completion of audit and contract awards are also published on executing agency 

websites. Classification and comprehensiveness of information included in the budget 

documentation has the highest ranking in the PEFA report, with the Government Finance 

Statistics 2001 classification system adopted in 2008. However, extra budgetary expenditure 

needs to be better reported and to this end the Government is consolidating the various off-

budget funds into one single consolidated fund. 

  

                                                 
11

 All budget documents are placed on the website immediately upon the submission of the Budget to Parliament 

and published documents are available. 
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IV. BANK SUPPORT TO THE GOVERNMENT’S PROGRAM 

A. LINK TO THE COUNTRY PARTNERSHIP STRATEGY 

 

45. The proposed DPL and the Country Partnership Strategy (CPS) (2007-13) are closely 

linked to each other and to the Government‘s program. The CPS Progress Report was 

presented to the World Bank Executive Board in May 2010, and the period was extended to 

FY15 to match the electoral cycle.  The proposed DPL is aligned with four pillars of the CPS: 

fiscal consolidation and improving public sector efficiency; improving trade competitiveness; 

improving investment climate; and democratizing the economy through participation, 

inclusion and sustainability.  

 

46. The CPS Progress Report (2011) emphasized that DPL series will be the World 

Bank‘s main vehicle for further supporting the Government‘s broad reform program.  Given 

that the strong engagement of the Bank with Mauritius is predicated on brisk and flexible 

responses to the country‘s evolving needs, the Bank‘s response to the Authorities' request for 

budget support will deepen the dialogue on reform issues. While a sector DPL loan was not 

originally envisaged in the CPS Progress Report, it was recognized that in a middle income 

country like Mauritius, the Bank had to maintain the flexibility to respond to the 

Government‘s evolving priorities.   
 

47. Cancellation of the Investment Loans (ILs) and conversion to DPLs.  The World Bank 

until very recently was supporting the Government on the competitiveness agenda through the 

Manufacturing and Services Development and Competitiveness Project, along with the 

Mauritius Economic Transition Project.  In March 2011, these two Specific Investment Loans 

(SILs) that were still at an early stage of implementation were cancelled.  Acknowledging the 

value of World Bank‘s knowledge services, the Government requested the Bank to continue 

its support in the area of competitiveness and enterprise development by reallocating the 

undisbursed funds into a sector DPL operation. A programmatic approach would help achieve 

the milestones required to make concrete advances in engendering a competitiveness 

environment.  In addition, DPL instrument plays a catalyst role in Mauritius whereby it brings 

together stakeholders from different Government bodies and ministries, as well as the 

Development Partners, to have a dialogue around common themes.  

 

48. The proposed DPLs are well aligned to the new Africa Strategy that focuses on 

competitiveness and employment, and vulnerability and resilience as its twin pillars, with 

governance and public sector capacity as its foundation. 

 

B. COLLABORATION WITH THE IMF AND OTHER DONORS 

 

49. The Government aims to coordinate development partner assistance around the DPL 

policy dialogue.  The previous DPL series benefitted from close collaboration between all of 

the development partners operating in Mauritius, including the harmonization of prior actions 

and indicators in line with Government priorities.  The Government is aiming to reach a 

similar level of coordination with this DPL series.  The task team has initiated regular 

meetings of development partners to identify areas of mutual collaboration and as a basis for 

developing a platform for unifying policy recommendations.  African Development Bank 

(AfDB), European Union (EU), and Agence Française de Dévelopement (AFD) have 
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confirmed their interest in strengthening collaboration.  The EU will work towards 

coordinating their education dialogue with the World Bank DPL series. The AfDB has shown 

interest in collaborating in joint knowledge products, particularly in the ICT and e-Gov areas.  

 

50. International Monetary Fund (IMF):  Mauritius has no formal program with the IMF, 

though relations are close due to intense collaboration on series of technical issues, including 

sources of growth, labor markets, inflation, exchange rates, and monetary and fiscal policy 

over the past few years.  More recently, the Fiscal Affairs Department provided key support in 

the area of fiscal efficiency and budget reform, with a focus on performance-based budgeting 

and the MTEF.  The IMF annual Article IV reports have given cautious but positive 

appraisals of the Government‘s program and macroeconomic management. Its recently 

completed 2011 Article IV report noted that the Government‘s prompt policy response over 

the period 2008-2010 helped to cushion the economy from the impact of the global crisis and 

effectively supported an economic recovery in 2010. In April 2011, Mauritius signed a 

Memorandum of Understanding with the IMF for the establishment in Mauritius of the Africa 

Regional Technical Assistance Center South (AFRITAC South) that will provide technical 

assistance to countries in Southern Africa in areas, such as macroeconomic policy, macro-

fiscal policy, and PFM.  The recently completed PEFA was conducted jointly by the IMF, the 

World Bank, and EU.  Staff of the World Bank and the IMF work closely together and 

exchange views frequently, including during the preparation of this proposed operation. 

 

51. European Union (EU):  The EU has been present in Mauritius since 1976.  During the 

period 2006-2013, the EU is supporting environment, especially wastewater, education and 

poverty reduction for the most vulnerable and marginalized groups. EU has also funded the 

restructuring of the sugar industry into a sugar cane cluster in the context of the phasing out of 

sugar price guarantees awarded under the former ACP Sugar Protocol.
12

 Since 2007, the EU 

has also been supporting the economic reform program of Mauritius through general budget 

support (GBS).
13

 The World Bank and EU collaborated closely on a joint diagnostic and 

results matrix for the World Bank‘s CPS and the EU‘s 10
th

 EDF Country Strategy Paper and 

EU performance indicators of budget support operations reinforce DPL triggers wherever 

possible.  A new general budget support program worth €84 million is currently under 

preparation spanning over 2012 and 2013 (with disbursements expected in 2013 and 2014) 

and coordination with the Bank will be reinforced to support areas of common interest.  In 

addition, the EU finances non-state actors
14

 and consultancy services.
15

   

 

52. African Development Bank (AfDB): The AfDB‘s Country Strategy Paper (CSP) for 

the period 2009-2013 is organized around two pillars: (i) enhanced competitiveness and trade 

                                                 
12 Two sector budget supports have been completed, namely a Wastewater sector program worth €38 million and a program 

for the sugar sector funded to the tune of €11 million. 
13 So far, three general budget support programs have been agreed upon: (i) Improved Competitiveness for Equitable 

Development I and II (2007-2009) of €119 million; (ii) Promoting Sustainable and Equitable Development (2009-2011) of 

€101million (with funds to be added by end of 2011 to tune of additional €65 million) and Global Climate Change for 

Mauritius (2010-2011) of €3 million. Disbursements are expected to range from €47 to €65 million each year (2010-2012).  
14 This is done through the Decentralized Cooperation Program (DCP). From 2006-2010, the EU contributed €13.5 million to 

the DCP. In the context of 10th EDF, €5.5 million has been provided for the second phase of DCP, to be implemented 

between 2011 and 2014. 
15 The EU has funded the following consultancy services on request of the Government of Mauritius over the recent years: (i) 

Inputs for the Energy policy for the Republic of Mauritius, (ii) Strategic Environment Assessment of the implementation of 

the Multi-Annual Adaptation Strategy for the sugar industry, (iii) the first Public Expenditure and Financial Accountability 

(PEFA Assessment) in 2007 and one expert in the repeat 2010 PEFA assessment team, (iv) Inputs for the Long Term 

Strategic Plan for Education and Human Resources, (v) Lagoonal Water Quality Index and (vi) Air Quality Index. 



 

18 

 

integration; and (ii) enhanced public sector efficiency and basic service delivery. The AfDB‘s 

lending to Mauritius has comprised (i) budget support - with disbursements in the order of  

US$193 million between 2007 and 2011 and (ii) investment projects in transport, finance and 

water - with disbursements in the order of US$89 million between 2001 and 2010.  The main 

AfDB program with the country is the on-going US$700 million budget support operation (of 

which US$163 million have been disbursed) approved in 2009 with the goal of mitigating the 

impact of the global downturn on economic growth and employment.  The AfDB has also 

provided around US$3.5 million in middle-income country (MIC) technical assistance grant 

between 2005 and 2010 in a number of areas including information and communication 

technology, performance based budgeting (PBB) and public debt management.  There has 

been increased collaboration between the AfDB and the World Bank in the production of 

economic and sector work (ESW) analysis, including the Africa Competitiveness Report, the 

Investment Climate Assessment (ICA), and the Country Economic Memorandum update.  In 

line with its Regional Integration Strategy for Southern Africa, the AfDB is working with the 

Indian Ocean Commission (IOC), Common Market for Eastern and Southern Africa 

(COMESA), and South Africa Development Community (SADC) to support the recently 

launched Regional Multidisciplinary Center of Excellence.  

 

53. United Nations Development Program (UNDP):  Key areas of the US$15 million 

UNDP Country Program (2009-2011) are: (i) formulation of strategic plans at the ministry-

department level, performance-based budgeting and PMS, and the SRM; (ii) System of 

National Accounts including the Social Accounting Matrix, Environment Economic Account 

and the Tourism Satellite Account; (iii) social inclusion through the NEF with special 

attention for the island of Rodrigues, educational program targeting vulnerable children and 

HIV/AIDS; and (iv) environment protection, energy and management of natural resources, 

human rights, and governance.
16

 

 

54. Agence Française de Developpement (AFD):  AFD‘s focus is on clusters together 

with public entities and/or the private sector, as well as on financing infrastructure (road 

infrastructure, water and wastewater sectors) to enhance the attractiveness of the country to 

foreign investors.  The AFD is providing cofinancing for the reform program, focusing on the 

assessment of environmental impacts of economic reform and the capacity of the Government 

to mitigate them. The AFD disbursed €24 million per year from 2007 to 2009 aligning with 

the DPL series calendar.  The AFD‘s next budget support operation is in the form of an 

Environment Aid Program, which is sectoral budget support.  The evaluation of this Program 

will be based on an environmental roadmap to be readjusted every year according to progress 

made.  The roadmap will not introduce disbursement conditions, but would be used as a tool 

                                                 
16 As regard the environment sector, the UNDP is currently undertaking several significant local projects namely Maurice Ile 

Durable (MID - the Green Paper for which has been prepared for submission to Cabinet), Energy Efficiency (including the 

recently voted Energy Efficiency Bill and Codes for Energy Efficiency), Sustainable Management of Persistent Organic 

Pollutants (POPs- whereby the POPs are being disposed and land decontamination being undertaken), Marine Protected 

Areas (a new Marine Protected Area has been gazetted in Rodrigues), Sustainable Land Management, and Renewable Energy 

(whereby a Grid Code for Small Independent Power Producers was launched in Dec 2010) and a latest Global Environment 

Facility application has been submitted for promoting the deployment of Photovoltaic systems. The UNDP is also  active in 

the field of water governance and participates in three regional projects namely the Ecosystem Approach for Sustaining the 

Agulhas and Somali Current Large Marine Ecosystems (ASCLME) project, the Seamounts project and the Indian Ocean and 

Atlantic Ocean SIDS Integrated Water Resources & Waste Water Management (SIDS- IWRM) project. The water 

governance projects aim at establishing the baseline conditions in the Indian Ocean through several scientific cruises in 

coordination with other GEF projects run by the World Bank and the Food and Agriculture Organization of the United 

Nations. The IWRM project looks into the improved management of the water resources in the Northern Plains aquifer. 
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for policy dialogue. The AFD has disbursed €25 million (2009), €45 million (2010) out of a 

€125 million loan and indicative amounts are €30 million for 2011 and €25 million for 2012. 

 

55. Table 8 below provides a synopsis of the multiple support initiatives in the area of 

competitiveness being undertaken by the World Bank – using its multiple instruments of 

DPL, IL, NLTA – along with the complementary diagnostics and technical assistance being 

provided by Development Partners. 
 

Table 8:  Mauritius: Supporting Reform Programs in the Competitive Arena  

by the World Bank and Development Partners 

Area Lending: DPL & IL  AAA: ESW & NLTA FBTA  

(proposed areas) 

Development Partners 

 

Education, 

Higher 

Education, 

Science, 

Technology and 

Research 

May be included in PSC 

DPL 2. 

Feedback on draft 

Vision. 

Assistance on 

diagnostics to be 

funded by FBTA. 

Detailed diagnostics on 

the sector to identify gaps 

in the existing system to 

help formulate an 

implementation plan for 

the strategy. 

EU: Primary education and 

pre-vocational policy. 

UNDP: TVET, education for 

sustainable development, 

data management and 

analysis MoE; ZEP, ECCE, 

special education needs.  

Financial Sector Support the restructuring of 

the DBM into an MSME 

Bank. 

Completed Report on 

Observance on IAIS. 

 AFD: Green lending scheme 

with banks (to upgrade and 

finance green investments). 

ARIZ guarantee with banks 

(risk sharing mechanism) 

 

ICT Support ICT policy and 

institutional reforms via 

PSC DPL. 

 

One pillar focuses on 

National Broadband Policy, 

provide ICTA significant 

market power regulatory 

authority, implementation 

of an e-Gov. strategy. 

  ADB: ICT midterm strategy 

(2011-2014), in the context 

of the GoM‘s policy reform 

program. 

AFD: Professional training  

programme approved 

UNDP: Development of a 

community web portal;  

application and use of ICT 

for social development; 

Empowering the community 

with ICT skills. 

Industry and 

SME 

One Pillar of PSC-DPL for 

enterprise growth and 

competitiveness.   

 

One pillar of PSP-DPL on 

export development and 

trade competitiveness to (i) 

assist in setting up a 

committee to streamline 

NTBs and business 

regulations; (ii) assist in 

setting up one IT portal 

with all NTMs; and (iii) 

assisting in creating a new 

customs and appeal 

mechanism.  

TA for the 

consolidation of SME 

programs under 

MoBECC. 

 

Completed Report on 

Observance on 

Standards and Codes 

(Corporate 

Governance). 

 

TA to improve the 

investment climate. 

 AFD: TA to support 

enhancing & effectiveness of 

ministry of industry & 

executing agencies.  

Infrastructure IL on road investments. 

 

 

TA and institutional 

development in the 

transport sector. 

Institutional development 

and implementation 

support in the transport, 

water and wastewater 

sector. 

AFD: Project financing for 

road construction/Port 

Infrastructure. 

AfDB: Budget support in 

road infrastructure 
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C. Relationship to Other Bank Operations 

 

56. The proposed Private Sector Competitiveness (PSC) DPL is being prepared in tandem 

with the First Public Sector Performance (PSP) DPL. The two DPL series are designed to be 

mutually reinforcing and address complementary aspects of the Government‘s reform 

program. The PSP DPL series will focus primarily on the performance of the public sector, 

while this DPL will focus primarily on strengthening the policy and institutional environment 

for private sector competitiveness. It is the combination of the reforms supported by these two 

DPLs that will help Government improve its competitiveness, increase its resilience; and 

prepare it for the next phase of rapid and inclusive economic growth. 

 

57. The two DPL series would be complemented by just-in-time knowledge services 

through the recently introduced FBTA services (FBTA, 23 September 2011) where some 

activities will be supported through the World Bank‘s non-lending technical assistance 

program. One of the focus areas under discussion for the FBTA is aligning tertiary education 

outcomes with the needs of a knowledge economy, and increasing quality of research. 

Towards this end, the Government is moving forward with the preparation of a Strategic 

Vision for the sector. The Bank may support the Government to develop an implementation 

plan to guide the operationalization of the Strategic Vision in line with international best 

practices. Through the FBTA, the Bank may contribute to this process by undertaking a 

diagnostic of the sector as well as feasibility studies to highlight priorities and guide the 

sequencing of reforms. In the research sector, performance of the existing mechanisms to 

foster the collaboration between industries and university and facilitate commercialization of 

research in the private sector will also be assessed. In addition, an analysis of existing skills 

gaps will be undertaken by comparing industry demands and the current and forecast skills 

supply. Another focus area under discussion for the FBTA pertains to the infrastructure 

bottlenecks facing Mauritius.  Adopting global good practices towards implementation of 

infrastructure reforms in the area of transport sector and energy mix would be important for 

realizing the country‘s high income economy vision. 

 

58. In January 2009, the World Bank Executive Board approved the Mauritius Economic 

Transition (Technical Assistance) Project (METAP); a US$18 million project aiming at 

strengthening the investment climate and supporting public enterprise reform through three 

components relating to business facilitation, public enterprise reform, and utility regulation 

and public and private partnerships.  In January 2010, a US$20 million Manufacturing and 

Services Development and Competitiveness Project (MSDC) was also approved to support 

enterprise growth, competitiveness and employment creation in manufacturing and services 

sectors by (i) improving access to quality business development services and markets; (ii) 

increasing access to finance through introduction of financial products better suited to SME 

needs; and (iii) promoting a conducive business environment through policy and institutional 

support.  In March 2011, at the request of the Government, METAP and the MSDCP were 

cancelled, with the SIL instruments being cited as not fully appropriate to support the 

deepening of the competitiveness agenda.   

 

59. The Mauritius Infrastructure Project was approved by the Executive Board in an 

amount of US$50 million in September, 2009.  The project‘s objective is to assist Mauritius 

to improve its national infrastructure, with emphasis on the transport, energy and water 
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sectors. The project has two components: (i) road investments; and (ii) technical assistance 

and institutional development in transport, waste water and energy subsectors.  The technical 

assistance component has strategic importance for Mauritius given the critical infrastructure 

bottlenecks and low disbursement ratios of public investment in the country.  The 

Government aims now to strengthen investment and infrastructure capacity building and is 

seeking further assistance from the Bank in this area. 

 

60. The IFC has focused its interventions on three key sectors: infrastructure, tourism and 

financial services.  Its activities have been targeted at supporting the mobilization of FDI to 

these sectors; introducing climate change mitigation and cleaner production standards and 

best practices; promoting South-South transactions; and improving access to finance for 

SMEs.  IFC is supporting the Cargo Handling Corporation and Multi Purpose Terminals 

project, for which the Government has requested the IFC to search for strategic partners.  IFC 

is also seeking to play a role in supporting Mauritian companies to expand across the Indian 

Ocean and Southern Africa regions particularly in banking and non-banking financial 

services.  To support the Government policy for a ‗Green Mauritius‘, IFC is exploring 

specifically structured funding lines to the banking sector that will allow them to fund projects 

and project components that favor low carbon emission, use of renewable energy and energy 

efficiency projects.  IFC has committed and disbursed on a US$75 million debt financing 

package for the State Bank of Mauritius (SBM) including SME capacity building.  IFC is 

currently in discussion with the Mauritius Commercial Bank Ltd. concerning the possibility of 

a US$125 million equity investment and a Tier II subordinated loan. Following the 

Government‘s decision
17

 in August 2011 to transform the DBM into a full-fledged Micro and 

Small and Medium Enterprise Bank - falling under the supervisory and regulatory purview of 

the Bank of Mauritius - the services of the IFC have been retained to carry out a due diligence 

assessment of the DBM Ltd., provide advisory services to support the transformation and 

identify a strategic partner engaged in such type of specialized banking activities. The IFC has 

recently undertaken its diagnostic work and the results are expected in February 2012.  Based 

on the recommendations, the Government shall take the decision on the way forward.  

 

D. LESSONS LEARNED 

 

61. The last programmatic DPL series for Mauritius provides important lessons that have 

informed the preparation of the PSC DPL series.  Lessons learned include the need to ensure: 

(i) alignment with Government priorities and Government leadership, (ii) ownership by line 

ministries, (iii) strong coordination with development partners, and (iv) appropriate timing 

and flexibility.   

 

62. DPL success in Mauritius is measured through its capacity to stimulate and support the 

policy agenda, not by its financing.  In Mauritius, the World Bank‘s budget support is viewed 

by the authorities as a catalyst to stimulate and coordinate the Government‘s policy agenda.  

The earlier DPL series in Mauritius was effective in helping MoFED to bring sector ministries 

and agencies on board, and align other donors around the reform effort.  During the 

preparation of the new series, the Government has emphasized that this is, and will remain a 

                                                 
17The Government decision to move ahead with the transformation of the DBM draws on the recommendations of the 

International Financial Consulting Report (2009) that proposed several six options including turning DBM into a full-fledged 

commercial bank. 
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key value added of World Bank support, as closing the financing gap remains possible for the 

authorities in both the domestic and external markets. 

 

63. Alignment with Government priorities and Government leadership.  The Government 

has had a strong sense of direction with regard to its reform program and strong technical 

expertise to undertake upstream policy dialogue with the Bank and other development 

partners.  The Bank has contributed to this through the parallel preparation of economic and 

sector work in priority areas.  An incremental dialogue served to build consensus for reforms 

and articulate country priorities linked to clear and achievable outcomes.  Leadership and 

political commitment complemented with MoFED‘s strong coordinating and championing 

role in the overall policy reform agenda have been critical factors in the success of previous 

operations.  

 

64. Strong coordination with Development Partners reinforces the Government‘s program 

implementation.  The previous DPL series succeeded in a large extent due to the harmonized 

policy dialogue across all development partners.  This translated often into joint prior actions, 

missions and single reporting for all development partners, significantly reducing the 

transaction cost for the Government.  Operations in the programmatic series were aligned to 

the Government‘s budget cycle to reinforce national institutions and use the annual budget 

speech to sustain the reform process.  Furthermore, timing of the operations was adapted to 

match the revised budget calendar.  This joint partner approach has somehow weakened 

during the 2010 hiatus in Bank DPL support, but the new DPL programmatic series offers the 

opportunity to once again align policy dialogue of all partners around Government priorities.  

 

65. Flexibility to adjust and respond to Government‘s emerging needs is critical.  The 

DPL series were able to adapt to immediate changes in external environment, particularly the 

2008 crisis through a rapid deferred draw down option (DDO), as well as in an increase in the 

value of the loan of the third operation, helping to maintain the reforms on track and 

providing resources to reduce potential economic risks.  Also, one additional operation was 

added to this series to align them to the electoral cycle.  The previous DPL series took a 

progressive and flexible approach on many areas building up consensus where required, with 

the World Bank being perceived as an honest broker in areas with diverging views.  

 

66. Finally, there is linkage between the previous DPL series with the new proposed series 

in terms of broad areas of focus on trade, business and competitiveness. The previous DPL 

series, however, were more focused on first generation of reforms while these series are 

expected to build on and continue with second and third generation reforms. The country 

needs now to embark on more complex reforms in terms of design and implementation, with 

leadership coming from sector ministries and a less prominent role for the Ministry of 

Finance. This process requires sustained dialogue from the World Bank to help assess the 

trajectory of the reforms, to build consensus among key stakeholders and prepare the ground 

for deeper reforms in the medium.  
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E. ANALYTICAL UNDERPINNINGS 

 

67. The preparation of the PSC-DPL series is based on analytical work carried out by the 

Bank, the Government and other development partners.  In addition, the design of the PSC-

DPL series benefits from the extensive dialogue and analytical work that underpinned the 

MSDCP and METAP investment operations that focused on private sector competitiveness, 

enterprise growth and business environment matters. 

 

68. The second 2009 ICA for Mauritius has identified a series of obstacles that firms face 

and which hinders their competitiveness.  Access to finance for small firms and lack of skilled 

labor remain as top constraints.  Regulatory environment (licensing, labor regulation, tax 

policy) and infrastructure issues (transport, electricity) also appear to limit the potential of 

firms.  The analysis and recommendations of the ICA have informed the preparation of this 

operation, particularly the reform pillars pertaining to enterprise competitiveness and growth 

and access to finance. 

 

69. To help address the access of finance constraint voiced particularly by SMEs in 

Mauritius, the Government has tried to examine issues from both the demand and supply side 

of the financial sector market.  In 2008, the GoM commissioned a restructuring study on 

Development Bank of Mauritius (DBM) that was undertaken by the International Financial 

Consulting Group of Canada (IFCC).  The IFCC Report provides a detailed diagnostic of the 

institution, and the development of a road map to restructure the operations of the Bank. Key 

weaknesses identified include (i) a lack of clear objectives, mission and strategic direction; 

(ii) weak corporate governance; (iii) structural losses in all business lines except industrial 

real estate; (iv) negative net worth and reliance on funding from public sector entities; (v) 

poor asset quality; (vi) weak risk management and internal controls; (vii) serious liquidity, 

interest rate and forex exposures; (viii) a high operational risk profile; (ix) no visible role as a 

catalyst or facilitator with other public or private institutions serving the SME sector; and (x) 

a tainted reputation and brand name, with a perceived high level of political interference IFCC 

Report. The report makes clear that maintaining the status quo is not a viable option.  DBM is 

already insolvent, and continued operating losses could lead to a liquidity crisis where the 

Bank would not be in a position to meet its obligations.  The final IFCC report (2009) 

proposed the following six policy options for the DBM restructuring: (i) do nothing, (ii) keep 

DBM as it is but spin off the industrial parks and properties, (iii) turn DBM into a full-fledged 

commercial bank, (iv) convert DBM into a Development Finance Agency, (v) Development 

Finance activities as part of a Development Agency/soft liquidation of DBM, and (vi) hard 

liquidation.  After detailed deliberation and consultations with the relevant stakeholders, the 

Government has recently undertaken the decision to transform the DBM into a financially 

viable MSME Bank, licensed by the Central Bank, and with private sector participation. 

 

70. The 2011 Skills and Technology Absorption in Mauritius report analyzes how best to 

(i) raise the human resource profile to facilitate technology absorption, including how to 

strengthen the education system; (ii) make research more relevant to industry needs; and (iii) 

put human resource to efficient use.  Some of the recommendations that are relevant for this 

operation include (i) addressing weaknesses in the primary and secondary education system, 

particularly with regards to the prevocational system; (ii) enhancing the contribution of 

tertiary education to innovation and technology absorption; (iii) repositioning Technical and 

Vocational Education and Training (TVET) to increase its contribution to the knowledge 
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economy; and (iv) strengthening active labor market programs.  The recommendations will 

benefit the preparation of the Strategic Vision of the MoTERST and will inform the 

development of the Implementation Plan that is expected to be supported under the NLTA 

and RTA. 

 

71. The Government‘s mid-term review of the National ICT Strategic Plan (NICTSP) 

2007-2011, carried out with the support of the AfDB, have served to guide the preparation of 

the ICT and e-Gov component of this operation.  The review underlines clearly that the 

Strategic Plan has to be updated to take into consideration new priorities of this fast evolving 

sector.  The Plan was extended to 2011-2014 with the following focus: (i) policy and 

regulatory review; (ii) institutional review of the ICT sector; (iii) development of a broadband 

policy; (iv) market review of competition and prices; (v) reinforced cyber security with the 

setting up of the Mauritius Public Key Infrastructure (PKI); (vi) effective design and 

deployment of e-Government initiatives; and (vii) better spectrum management.   

 

72.  The 2011 joint IMF, World Bank and EU PEFA assessment shows the progress 

achieved by the Government since the 2007 PEFA assessment (conducted by EU) in moving 

forward the PFM reform agenda. The main achievement has been the strengthening of budget 

formulation and management framework by implementing PBB in the past three years, which 

has resulted in improvement of the PEFA assessment indicators relating to budget credibility, 

comprehensiveness and transparency, and policy based budgeting. The Government is turning 

now to improving links between PBB and performance management, strengthening budget 

execution, particularly adoption of new legislative and institutional framework for 

procurement and debt management.  The 2010 PEFA team has also prepared a strategic action 

plan to assist the Government on the continuous implementation of the PFM agenda, in line 

with a series of IMF reports, the most recent being ―Mauritius: Budget Reforms: The Way 

Forwards,‖ that helped to develop action plans for MTEF/PBB implementation, also 

supported by the World Bank. 

  

 

V.  PRIVATE SECTOR COMPETITIVENESS DEVELOPMENT POLICY LOAN 

A. OPERATION DESCRIPTION 

 

73. The proposed DPL, in an amount of GBP 9.6 million (US$15 million equivalent), is 

the first in a series of two annual programmatic operations in support of the Government‘s 

medium-term reform program.  The proposed DLP series is aligned with the mandate of the 

Government‘s program.  The DPL series is consistent with the objectives of the CPS 2006, 

and the CPS Progress Report of May 2011, that underlines improving competitiveness and 

investment climate as its central theme of reforms, along with promoting inclusion and fiscal 

consolidation.  

 

74. The development objective of the programmatic series is to strengthen the policy and 

institutional environment in Mauritius to support competitiveness and enterprise development. 

The operation will achieve this by supporting reforms in around three integrated and mutually 

reinforcing pillars (i) improving competitiveness and growth of enterprises; (ii) improving 

access to finance; and (iii) promoting ICT and e-Gov for enhancing competitiveness and 

transparency.  For each of these pillars, prior actions have been identified that create the 
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underpinnings to support the reform processes.  The specific measures that have been agreed 

as prior actions for the first DPL are presented in Table 9 below, and with their associated 

outcomes in the policy matrix in Annex 1. 

 

75. The proposed First PSC-DPL to Mauritius was presented to the Board, in tandem with 

the First Public Sector Performance Development Policy Loan (PSP-DPL), as the beginning 

of a complementary new series of two specifically focused annual DPLs to support the 

Government‘s reform program that is underpinned by the overarching themes of 

competitiveness and equity.  The PSP-DPL primarily focuses on improving the performance 

of the public sector in Mauritius so as to more effectively support inclusion and empower the 

vulnerable, while the PSC-DPL focuses on supporting competitiveness and enterprise growth 

agenda of the Government. 
 

B. POLICY AREAS 

 

76. Proactively enhancing competitiveness remains central to achieving Government‘s 

program of reforms. This also serves the Government‘s strategy to hedge the risks of a future 

financial and fiscal crisis.  Aligned to the Government‘s priorities, the DPL series shall 

support the following priority areas: (i) competitiveness and growth of enterprises; (ii) access 

to finance; and (iii) ICT and e-Gov support for enhanced business competitiveness and 

transparency.  The three pillars are mutually reinforcing.  Facilitative business environment 

and greater access to finance have been identified as key elements for improving enterprise 

competitiveness and growth in Mauritius.  Given ICT‘s potential to be a driver in supporting 

―knowledge economies‖, combined with its significant positive spill-over effects on the other 

sectors of the economy, GoM has prioritized the development of the ICT sector to contribute 

to its competitiveness and diversification agenda.  (For a more detailed program analysis, see 

Annex 4). 

 
 Table 9:  PSC DPL Prior Actions for DPL1 and Triggers for DPL2 

 

Constraint Objective Prior Actions 

(DPL1) 

Indicative Triggers 

DPL2 

  

Pillar 1:  Improving Competitiveness and Growth of Enterprises 

Growth of enterprises 

constrained by weak 

skills development 

and training, quality 

control & standards 

and marketing and 

related business 

development services 

(BDS). 

Improve 

outreach and 

quality of  

Business 

Development 

Services (BDS)  

programs 

targeted towards 

SMEs.  

Cabinet approval of 

consolidation of SME 

programs under MoBEC 

 

Action met on February 

3, 2012, as evidenced by 

the publication of the 

Decision on the website 

of the Cabinet 

Implementation of an 

Action Plan for 

consolidation of SMEs 

program under MoBEC 

that includes (a) 

establishing an inter-

agency strategic 

coordination 

mechanism, and (b) 

developing a 

framework that sets up 

guidelines on cost-

sharing, target groups, 

types of services and 
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M&E systems 

Despite the 

enactment of the 

Insolvency Act in 

2009, there has been 

little or no enactment 

of implementing 

rules and regulations.   

 

This has significantly 

limited the ability of 

the new Act to create 

an efficient, orderly 

and transparent 

liquidation and 

rehabilitation 

process. 

Facilitating, 

through the 

implementation 

of existing 

legislation, firm 

exit by providing 

the framework 

for the 

rehabilitation of 

stressed 

enterprises to 

seek temporary 

protection from 

their creditors 

without forcing 

them  into 

bankruptcy.  

Ministerial approval of   

 the registration 

guidelines and 

prescribed application 

form to register 

Insolvency Practitioners 

in Mauritius 

 

Action met on January 

27, 2012, as evidenced 

by 

(i) the Regulations made 

by the Minister of 

Finance on 26
th

 January 

2012 under Section 411 

(1)(a) of the Insolvency 

Act; and 

 (ii) Publication in the 

Government gazette of 

February 4, 2012  

Ministerial approval 

and publication of a 

code of ethics for 

insolvency 

practitioners; and  

establishment of 

procedures by the  

Director of the 

Insolvency 

Service to deal with the 

suspension and 

removal of insolvency 

practitioners from the 

registry  

Pillar 2: Improving Access to Finance 

Growth of SMEs 

constrained by 

limited supply of 

suitable financial 

products. 

 

 

Provision of 

suitable menu of 

financial 

products/services 

for SMEs 

through the 

restructuring of 

DBM into a 

sustainable 

MSME financial 

institution.  

 

Cabinet Approval of a 

decision to transform 

DBM into a financially 

viable MSME Bank, 

licensed by the Central 

Bank, and with private 

sector involvement. 

 

Action met on 26 August 

2011 , as evidenced by 

(i)Cabinet Decision  

(ii) Subsequent 

announcement in Budget 

Speech 2011 

 

Adoption of a detailed 

transformation plan and 

implementation of 

selected actions.  

 

Inadequate collateral 

(movable and 

immovable assets). 

 

Increase access 

to credit through 

reforming land 

titling 

procedures and 

secured 

transactions laws 

and registries. 

Amend the  

Transcription and 

Mortgage Act  in order 

to prescribe a time limit 

consistent with business 

standards to register 

property 

Action met on July 15, 

2011, as evidenced by: 

Amendment in the 

Cabinet approval of 

legislative amendments 

to the Civil Code and 

other laws to allow the 

setting up of a modern 

movable collateral 

registry.  
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Economic and Financial 

Measures (Misc. 

Provisions) Act 2011. 

The Bill gazetted on 15 

July 2011 

 

Limited credit bureau 

coverage. 

 

Facilitate 

enhanced access 

to finance by 

reducing the 

risks associated 

with limited 

information on 

potential 

borrowers.  

The coverage of the 

credit information 

bureau is expanded to 

include all non banking 

financial institutions 

 

Action met on July 15, 

2011, as evidenced by 

Amendment in the 

Economic and Financial 

Measures (Misc 

Provisions) Act 2011. 

The Bill gazetted on 15 

July 2011 

Regulation from the 

Ministry of Renewable 

Energy and Public 

Utilities to enforce the 

accuracy of the name 

on the utility bill to 

match the name of the 

actual user. 

  

The Bank of Mauritius 

to establish and publish 

eligibility criteria and 

licensing guidelines for 

the setting up of private 

credit information 

bureaus 

Pillar 3: Promoting ICT and e-Gov for Enhancing Competitiveness and Transparency 

There are two broad 

challenges:  

(i) to promote 

continued 

investment in high 

fixed cost broadband 

networks in an 

environment where 

the policy 

environment is 

unclear; and (ii) to 

promote competition 

in markets where the 

dominant player has 

a near monopoly 

market in some 

markets but there is 

nascent competition 

in others.  

Promote 

investments in 

affordable and 

ubiquitous 

broadband 

networks by 

signaling the 

Government‘s 

long-term policy 

intentions clearly, 

credibly and 

convincingly. 

Cabinet approval of the 

National Broadband 

Policy. 

 

Action met on  January 24, 

2012,  as evidenced by the  

Confirmation Letter 

received from MoICT and 

the availability of the 

Policy on the website of the 

MoICT 

 

Establish protocols 

to strengthen the 

independence of 

ICTA 

The National 

Broadband Policy 

provides a set of 

goals and targets but 

does not give ICTA 

the regulatory tools 

To reform 

regulation so that 

is applied in only 

markets where 

necessary and 

allows 

  

Cabinet approval to amend 

ICT Act to introduce a 

definition of Significant 

Market Power (SMP) and 

equip the ICT Authority 

Setting up of system 

to collect market-

level data to be able 

to assess the 

existence of 

significant market 
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to achieve some of 

these. 

competition 

where possible. 

with the appropriate tools 

to regulate markets in 

which there is evidence of 

SMP. 

 

Action met on December 

15, 2011, as evidenced by 

ICT Act amendment in the 

Economic and Financial 

Measures (Miscellaneous 

Provisions) (No.2) Act, 

2011 

 

 

power in 5 markets 

in Mauritius. 

Due to some 

systemic 

weaknesses, such as 

absence of 

compliance or 

enforceability 

mechanisms, 

coupled with a 

shortage of funds for 

recruiting additional 

staff, the National 

Information Security 

Strategy has not 

gained momentum 

and its final steps 

not completed, not 

yet allowing for 

secure online 

transactions to be 

executed. 

To promote 

widespread 

adoption and use 

Public Key 

Infrastructure 

(PKI) so that 

secure electronic 

transactions can 

take place. 

Cabinet approval of the 

Action Plan to ensure the 

widest  

 

 

 Action met on January 24, 

2012,  as evidenced by the 

Confirmation Letter 

received from MoICT. 

 Cabinet approval of 

targets to increasing 

paperless G to B and 

G to G transactions. 
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PILLAR 1: Enterprise Growth and Competitiveness 

 

77. The entry of new firms, their expansion in the initial years of life, and the exit of weak 

or obsolete firms
18

 is part of firm dynamics. Research based on firm-level data supports this 

assertion that the continuous process of reallocation of resources plays an important role for 

aggregate productivity and output growth.
19

 Improving entry, survival and growth of 

innovative and entrepreneurial firms and facilitating firm exit are thus an important part of the 

―creative destruction‖ process that underpins economic growth.   

 

78. Facilitating firm entry, growth and survival: To achieve this objective, the policy and 

institutional set up of an economy - which in turn determines the quality of the business 

environment - must be globally competitive. Over time Mauritius has moved from a first-

generation of reforms to a second and third generation reform environment where 

coordination among multiple ministries/agencies as well as broader institutional capacity in  

the public sector is needed. In this context, the Government has undertaken several ―market 

completing‖ interventions,
20

 focusing on skills and training, technology development, and 

information services gaps. In line with GoM‘s emphasis on SME development, a number of 

public institutions are providing non-financial services - also known as Business Development 

Services (BDS) to SMEs.  The BDS programs cover a gamut of services including training 

and skills development; hand-holding services like business planning and coaching; product 

development and marketing support, quality control and standards, and support in technology 

upgrading.  

 

79. The Ministry of Business, Enterprise and Cooperatives (MoBEC) that targets SME 

development has three institutions that offer BDS programs i.e. the Small and Medium 

Enterprise Development Authority (SMEDA),
21

  the National Women Entrepreneurs Council 

(NWEC),
22

 and the National Institute for Cooperative Entrepreneurship (NICE).  Each of the 

three institutions manage SME programs that have common themes.  While the SMEs are 

well-informed about available support programs, recent work indicates that existing support is 

regarded as less than satisfactory, and there is ample room to enhance uptake. Not 

surprisingly, the Mauritius ICA (2009) underlines skills and technology deficiencies as one of 

the key constraints faced by enterprises. Most of the programs are considered as not meeting 

market needs of SMEs today, and are of mixed quality. The effectiveness of these programs is 

further hampered by coordination challenges among the multiple agencies and between 

programs with overlapping objectives, roles and cumbersome procedures. There is 

widespread agreement - both within the private and public sector - that a multiplicity of 

service providers with overlapping roles and responsibilities hinders the ability of firms to 

                                                 
18

 Porter 1990; Audretsch 1991; Nickell 1996; Klapper, Laeven, and Rajan 2006. 
19

 Bartelsman, Haltiwanger, and Scarpetta 2009. 
20

Hallberg, K (2000), A Market-Oriented Strategy For Small and Medium-Scale Enterprise, IFC, Discussion 

Paper No. 40. 
21

 SMEDA targets firms with less than 50 employees, and provides services related management training, export 

assistance, technology and export awards, management guides, in-house consultancy services, business 

counseling; and a number of grant schemes.  
22

 National Women Entrepreneur Council is similar to SMEDA, but with a special focus on firms led by women. 
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identify and obtain the required support.
23

  Fragmented BDS assistance programs to small 

enterprises raise the overall cost and reduce effectiveness of the programs.  

 
Box 1:  Good Practice Principles for Conditionality 

  

Principle 1: Reinforce ownership 

The proposed operation is rooted in the Government‘s reform program as laid out in the President‘s address of 

2010 and subsequent Budget Speeches.  The sectors selected for the DPL series were proposed by the 

Government and the Bank endorses their relevance in terms of their potential growth and equity impact.  

Furthermore, the Government‘s commitment to reforms is demonstrated by the Budget Speech 2012 that 

endorsed key reforms, along with the quick endorsement by the Cabinet of the proposed prior actions supported 

under the operation. 

 

Principle 2: Agree up-front with the Government and other financial partners on a coordinated accountability 

framework 

In line with the Government request and the World Bank Africa Strategy, the DPL series seeks to harmonize 

policy dialogue and financing of relevant development partners, to the extent possible, around Government 

priorities.  Regular meetings between all development partners are taking place around the preparation of the 

DPL series, to pool together resources and particularly knowledge, and Bank missions are open to participation 

by all development partners.  Government sees the DPL series as an important vehicle for achieving the 

objective of harmonizing policy dialogue and financing.  The proposed prior actions for the DPL1 already reflect 

this desired harmonization. 

 

Principle 3: Customize the accountability framework and modalities of Bank support to country 

circumstances 

The proposed DPL focuses on issues of strategic importance, but also on those where the Government sees a 

particular benefit to World Bank engagement and support, for instance in order to build consensus among all 

stakeholders or overcome capacity limitations.  The DPL also reflects Mauritius‘ particular interest for 

knowledge services from the World Bank, and incorporates a particularly rich set of analytical work to underpin 

its support to the Government‘s reform agenda. 

 

Principle 4: Choose only actions critical for achieving results as conditions for disbursement 

The proposed DPL operation has identified a small number of critical activities needed to unlock the reforms in 

the three policy areas that underpin the Government‘s reform program supported by the operation.  

 

Principle 5: Conduct transparent progress reviews conducive to predictable and performance-based financial 

support: The programmatic nature of the proposed DPL series, aligned with the term of the current Government, 

will ensure regular and systemic supervision and preparation of each phase of the DPL series in line with the 

annual budget, which has traditionally been the major vehicle for announcing policy reforms in Mauritius. 

 

80. Cognizant of the shortcomings, MoBEC piloted a new Mauritius Business Growth 

Scheme (MBGS) in 2010 that provides BDS on a market driven platform.  The MBGS model 

supports enterprise productivity and competitiveness in line with the evolving needs of private 

sector firms. The Scheme offers reimbursable financing, on cost-sharing basis, to buy 

specialized expertise in areas of skills and training, technology upgrading, standards and 

marketing that constrain firm growth and productivity. Another key feature of the new model 

highlights the importance of operational independence. The MBGS Unit is set up as a fully 

independent operational unit but accountable to MoBEC for administrative functions related 

to the fiduciary aspects. 
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 For details pl. refer to Mauritius ICA, (2010); and Jenders (Nov. 2008), Mauritius: Industrial and SME 

Strategy, Final Report. 
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81. Preliminary results indicate that the new model is working well. Going forward, 

MoBEC intends to undertake a strategic reorientation of its SME programs that is harmonized 

with the workings of the MBGS. Towards this end, MoBEC shall be seeking Cabinet-level 

endorsement by end of this year. 

 

82. Following are the priority areas of reform, including the medium term reform 

―triggers‖ and expected outcomes, agreed with the Government.  
 

 Agreed prior action for DPL 1:  Cabinet approval of consolidation of SME 

programs under MoBEC. 

 Medium-Term reform triggers for DPL 2: Implementation of an Action Plan for 

consolidation of SMEs program under MoBEC that includes (a) establishing an 

inter-agency strategic coordination mechanism; and (b) developing a framework 

that sets up guidelines on cost-sharing, target groups and types of services, M&E 

systems.  

 Expected outcomes: Increase in number of enterprises accessing generic and 

specialized BDS   

 

83. The Bank will support the Government‘s efforts – through NLTA and FBTA - in 

developing an implementation plan for consolidation of SME programs under MoBEC.  The 

output from this work shall (i) define a new strategic orientation of SME support institutions 

that are harmonized with MBGS and help demarcate clearer responsibilities among the 

concerned institutions so that there is limited overlap and duplication.  Among other things, 

this would include: (a) establishing an inter-agency strategic coordination mechanism; (b) 

developing a framework that sets up guidelines on target groups and criteria, types of 

services, and where applicable, cost-sharing rules; and (c) setting up a robust M & E system 

that monitors performance and results. 

 

84. Facilitating firm exit: With firm exit being a necessary condition for economic growth, 

there is a need to reduce the barriers to close a business and establish a cost effective and 

efficient regime to allow business to exit a market or give the possibility of rehabilitating the 

businesses without forcing them into bankruptcy.   

85. Given the high rate of defaults and insolvency, the Report on the Observance of 

Standards and Codes (ROSC) on Insolvency and Creditor rights Systems for Mauritius that 

was carried out in March 2004, recommended the revamp of the legislative framework with a 

consolidation of corporate and individual insolvencies. The process for corporate insolvencies 

for the winding up, receivership and liquidation of companies were dealt with in the 

Companies Act 1984, and the parts relating to these processes were not addressed when the 

Companies Act was subsequently reviewed.  

86. To address some of the legislative deficiencies, the new Insolvency Act was enacted in 

2009.  The objective of the new law was to (a) provide straightforward and fair procedures for 

realizing and distributing the assets of insolvent individuals and companies; (b) promote 

honest trading and the prudent incurring of liabilities and impose penalties on the fraudulent 

and reckless trading and management of assets leading to insolvency and place appropriate 

sanctions on profligate individual and commercial behavior; (c) provide alternatives to 

bankruptcy for individuals facing insolvency and to provide procedures for workout and 
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administration of companies as alternatives to winding up with a view to their rehabilitation; 

(d) make provision for netting arrangements in financial contracts; and (e) address the 

position of cross-border insolvencies in relation to companies.  A crucial area where the law 

has been modernized relates to the treatment of employee rights.  

87. The previous legal framework had a clear bias towards liquidation. In many 

circumstances, companies were placed into liquidation when alternative resolutions were 

possible and less costly.  An important feature of the new Act was to provide alternative 

means to liquidation and provide for liquidation to come as a very last resort to protect 

employment and the employees. The Insolvency Act 2009 reflects the objectives of the 

Government to implement an insolvency regime that effectively balances the interests of 

debtors, creditors and other stakeholders. The legislation is intended to make insolvency 

proceedings more transparent and less onerous.   It provides for rehabilitation procedures that 

permit quick and easy access to the process of rehabilitation, providing sufficient protection 

for all those involved, giving a structure that permits the negotiation of a commercial plan, 

enabling the majority of creditors in favor of the plan or other course of action to bind all 

other creditors by the democratic exercise of voting rights and ensuring judicial and other 

supervision so that the process is not subject to manipulation or abuse.  

88. The Act provides for procedures for two important alternatives to winding up: 

workouts and voluntary administration. Workouts are out-of-court debt restructurings which 

are intended to be handled by professional insolvency and restructuring practitioners.  This 

instrument provides an avenue to enterprises to reduce and/or renegotiate its bad debts in 

order to improve or restore liquidity and rehabilitate the enterprise so that it can continue its 

operations. The rehabilitation procedures give a debtor/enterprise an opportunity to recover 

from its temporary financial difficulties, and to provide it with an opportunity to restructure its 

operations. Voluntary Administration is another alternative to liquidation that has been 

provided for in the Act. Under voluntary administrations, the directors retain their positions, 

but are unable to exercise any of their powers without the written consent of the administrator; 

any transaction affecting the company‘s property is void unless made with the consent of the 

administrator, or with leave of the Court; a moratorium is placed on the rights of owners, or 

lessors of property in possession of the company; there is a moratorium on all proceedings 

against the company.
24

  

89. Workouts, as an alternative to winding are now a global reality and a widespread 

practice, handled by professional insolvency and restructuring practitioners. For all of this to 

be possible, the Insolvency Practitioners have a crucial role to play and the practice of that 

profession has to be properly defined.  The Insolvency Act has not been fully implemented 

because of the continuing gaps in strengthening the role Insolvency Practitioners. 

90. Under the present Insolvency Act, a number of regulations were supposed to be 

prepared and published to supplement the primary legislation:  Register of Insolvency 

Practitioners (Section 374), Conduct and performance of Insolvency Practitioners
25

 (Section 

                                                 
24

 The administrator is required to hold meetings of creditors within a strict time frame, investigate the affairs of 

the company and within 21 days of his appointment to convene a meeting of creditors, inform them as to the 

affairs of the company and give his opinion on whether the creditors should either enter into a deed of 

arrangement; terminate the administration; or wind up the company.   
25

 Accountancy professionals, law practitioners and others that will qualify based on the registration guidelines 

currently being prepared. 
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375) Statement of Affairs (Section 25), Statutory Demand (Section 180), and the Proof of 

Claim (Schedule 2).  

91. The registration of Insolvency Practitioners is expected to have the highest impact in 

the implementation of the legislation.  Following are the priority area of reform, including 

medium term reform ―triggers‖ and expected outcomes, agreed with the Government.  

 Agreed prior action for DPL 1:  Ministerial approval of the registration guidelines and 

prescribed application form to register Insolvency Practitioners in Mauritius 

 Medium-Term reform triggers for DPL 2: Ministerial approval and publication of a 

code of ethics for Insolvency practitioners and establishment of procedures by the 

Director of Insolvency Service for the suspension and removal of Insolvency 

Practitioners from the register have been identified as a trigger for the second 

operation.   

 Expected outcomes:  Increase in number of insolvency practitioners registered, and 

number of businesses with an approved restructuring plan. 

92. The draft regulations for the following sections have been prepared.  Postal Vote for 

use in Voting on Proposal, Statutory Demand, Administrator's Account, Valuation and Proof 

of Debt, Statement of Affairs, Proposal by Insolvent to Creditors, and Application for 

Summary Installment Order.  These regulations were approved by the Minister on January 26, 

2012 and published in the Government Gazette on February 4, 2012. The Bank will support 

the Government‘s efforts – under the NLTA and FBTA – to help prepare the code of ethics 

and procedures as well as organize a workshop, in collaboration with the Investment Climate 

Debt Resolution and Business exit team in March 2012 with registered and potential 

Insolvency Practitioners. 

 

PILLAR 2: Improving Access to Finance  

 

93. Access to credit is an important driving force in economic growth, and it ranks high on 

the list of factors emphasized by individual entrepreneurs as a critical to the survival and 

growth of their businesses.  While the overall financial intermediation picture yields a 

relatively well-banked view of Mauritius, and the country fares quite well compared to other 

Sub-Saharan countries, there are differences among the various segments.  While almost 50 

percent of all the firms surveyed consider access to finance as one of the top three constraints 

to doing business in Mauritius, 59 percent of total SMEs cite access to finance as a major 

constraint (see Figure 1 below).
26
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 Mauritius Investment Climate Assessment, The World Bank, 2009. 
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Figure 1:  Mauritius and Sub-Saharan Africa: Manager Perceptions of Main Obstacles to Conducting 

Business 

  
Source: Mauritius ICA, 2010 

 

94. Further analysis and consultation with stakeholders indicate that the constraint may be 

linked to both supply side issues along with the demand side factors outside the credit market. 

Commercial Banks are not very forthcoming in lending to SMEs, and more importantly, the 

products offered do not adequately meet SME needs.  Insufficient suitable collateral is cited 

as among the top reasons for difficulty in accessing credit.  Most SMEs‘ properties and assets 

are vested in movable property such as machinery, inventory, or accounts receivable. 

Commercial banks highlight lack of capacity in SMEs to prepare bankable projects without 

technical support.  The PSC DPL will be supporting demand side factors through credit 

bureau and land titling reforms. While addressing the demand side issues is a necessary 

condition for addressing access to finance constraints, it may not be sufficient to get SME 

financing needs met.  

 

95. Supply side constraints to access to finance: While some commercial banks are 

lending to SMEs, their lending procedures tend to be lengthy, and the overall borrowing costs 

including interest, time to get the loan approved, and cost to prepare the documents is 

considered too high. Equally importantly, there is a dearth of specialized menu of financial 

products/services that cater to their needs. 
 

96. Directed and subsidized credit programs offered by the public sector institution, 

DBM,
27

 have done little to achieve the fundamental objective of increasing the access of small 

enterprises to financial services.  DBM has performed poorly and over time fostered a ―non-

payment culture‖, as indicated by the high volume of non-performing loans.  With DBM 

already insolvent, continuing operating losses could lead to a liquidity crisis where the Bank 

would not be in a position to meet its obligations.  Maintaining the status quo is thus not a 

viable option.  To better respond to its policy development objectives, the Government has 

                                                 
27

 The DBM was set up as an SME Bank in 1964 to provide affordable finances to the agricultural sector and 

SMEs in general.  The coverage of the DBM programs is understood to be wide. The financial assistance 

landscape includes some 12 funds/schemes, from the Enterprise Development Fund, SME Partnership Ltd., 

Empowerment Fund to the Tourism Development Fund, Manufacturing Adjustment & SME Development Fund, 

to agro-industry schemes and schemes under the Empowerment Program. 
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decided to restructure the DBM. As part of this exercise, MoFED commissioned a study, 

conducted by the International Financial Consulting Group of Canada (IFCC, 2009) to carry 

out a detailed diagnostic of DBM and to develop a road map to restructure the operations of 

DBM.  The IFCC proposed six policy options for the DBM restructuring.
 28

  The two main 

options that were considered by the Government included converting DBM into a 

Development Finance Agency or turning DBM into a full-fledged commercial bank. After 

detailed deliberation and stakeholder consultation, the Government has decided to follow the 

latter route but with a focus on the MSME segment of the market. 

97. The recently announced Budget Speech (November 2012) confirms the Government‘s 

intention to seek a specialized private financial institution to transform the DBM into an 

MSME Bank.  IFC has been given the mandate to attract a strategic partner that specializes in 

MSME Banking. The design details of the DBM transformation and how it would be 

implemented are underway. IFC has recently undertaken its diagnostic work and its analysis 

and recommendations are expected to be presented to the Government in February 2012. 

Based on the recommendations, the Government shall take the decision on the way forward.
29

 

While premature to discuss the details of the transformation, the Government objectives 

behind the transformation are: (a) increased access to finance via new products/services 

catering to SME needs; and (b) stem the fiscal hemorrhaging in DBM. 

98. In line with the Government reform priorities, the prior action and the medium term 

reform ―triggers‖ agreed with the Government are as follows:  

 Agreed prior action for DPL 1: Cabinet Approval of a decision to transform DBM 

into a financially viable MSME Bank, licensed by the Central Bank, and with private 

sector involvement. 

 Medium Term reform trigger for DPL 2: Adoption of a detailed transformation plan 

and implementation of selected actions.  

 Expected outcomes:  The transformed MSME Bank meets prudential requirements of 

the Central bank; reduction in the interest subsidy to DBM; and increase in the number 

of loans to SMEs of less than Rs. 150,000. 

 

99. Demand side constraints: The problem of access to finance for SMEs in Mauritius is 

also linked outside the credit market, underlining demand side constraints.
30

 Although 

Mauritius is relatively well banked, nearly 50 percent of small and medium sized firms lack 

annual financial statements reviewed by external auditors, which limits their capacity to 

                                                 
28

The six options proposed were: (i) do nothing, (ii) keep DBM as it is but spin off the industrial parks and 

properties, (iii) turn DBM into a full-fledged commercial bank, (iv) convert DBM into a Development Finance 

Agency, (v) Development Finance activities as part of a Development Agency/soft liquidation of DBM, and (vi) 

hard liquidation. 
29

In the absence of the technical analysis being completed, it is premature to second-guess the direction of the 

DBM transformation. Based on preliminary discussion, the way forward may potentially include the following 

scenarios: (i) fixing DBM with TA and fresh injection of capital, and (ii) issuing a new license for a MSME with 

a strategic partner; in this scenario, even if DBM is liquidated, some of the existing assets may be spinned off 

into the new Bank. 

e it is premature to second-guess the direction of the DBM transformation,  
30

 The factors behind Doing Business ranking – with Mauritius standing 78th out of 183 economies – also 

highlight issues outside the financial sector (Doing Business, World Bank 2012). 
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solicit credit. In addition, insufficient suitable collateral is cited as among the top reasons for 

difficulty in accessing credit.  Most SMEs‘ properties and assets are vested in movable 

property such as machinery, inventory, or accounts receivable.  The SMEs are unable to 

leverage the full range of assets to access capital and need a vehicle to translate these valuable 

assets into productive use.    

 

100. Credit is more readily available to businesses that have immovable property (land and 

buildings) to be used as collateral than those having movable assets as banks heavily prefer 

immovable property such as land or buildings to secure a loan. For immovable assets, 

ensuring formal property rights is fundamental. Effective administration of land is part of that. 

If formal property transfer is too costly or complicated, formal titles might go informal again. 

Even if titles remain formal, property markets will not function effectively if regulations keep 

investment from being channeled to its most productive use. And titles won‘t lead to more 

credit if collateral laws make mortgaging property expensive and inefficient courts prevent 

banks from enforcing collateral when a debtor defaults. 

 

101. Part of the solution to increase access to credit lies in reforming land titling procedures 

and secured transactions laws and registries.  An institutional assessment of the land registries 

undertaken as part of the Doing Business (DB) Survey 2008 showed that it took 210 days to 

register land title in Mauritius.  This was due to the fact that the system was manual coupled 

with excessive bureaucratic procedures. At the same time, Government embarked on the 

implementation of the Land and Administration Valuation Information Management System 

(LAVIMS) project.
31

  The Government decided to reengineer and computerize the registering 

process at the Registrar General‘s Office (RGO) to facilitate efficient land transactions for 

immovable property of and full integration with LAVIMS when it becomes operational.  The 

time taken to register land tilting was reduced from 210 to 26 days in 2009, as recorded by the 

DB Survey.  The Registrar General has also computerized the electronic Register of Deposit 

and is continuing on its reform program for the platforms to become fully transactional in the 

medium term to allow online access, e-submission of documents and e-payment.  

 

102. Following are the priority area of reform, including medium term reform ―triggers‖ 

and expected outcomes, agreed with the Government: 

 Agreed prior action DPL 1: Amend the Transcription and Mortgage Act in order 

to prescribe a time limit consistent with business standards to register property.  

 Medium term reforms (DPL2): Legislative amendments to the Civil Code and any 

other laws to allow the setting up of a modern movable collateral registry.  This 

will significantly improve access to finance to those firms that need it the most but 

could not be undertaken in the first year of operation as the Registrar General‘s 

office is fully involved in two major computerization projects this year. 

 Expected outcomes: Decrease in the time taken to register property. 

 

103. Credit bureaus play an important role in financial stability by helping control over-

indebtedness and are critical to the expansion of credit for both individuals and small 

businesses.  Credit reporting systems are essential to facilitate financial intermediation and 

widen the scope of financial services.  In particular, effective credit reporting can help by 
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 The LAVMIS project is a separate Government funded project that aims to establish a modern, cost efficient 

land administration, valuation and management system in Mauritius. 
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increasing the availability of financial services and expanding access to credit, supporting the 

growth of MSMEs, replacing collateral needs with ―reputational collateral‖ in small ticket 

lending, improving borrower‘s repayment behavior and deducing over-indebtedness which is 

a major issue with SMEs and decreasing the overall cost of credit.  The Mauritius Credit 

Information Bureau (MCIB) was established in December 2005 by the BoM as a public 

registry of borrower information with the main objective to ensure the development of an 

overall sound credit environment in Mauritius.  The MCIB collects information from and 

shares information with banks and other non-bank financial institutions to enable them to 

make more informed lending decisions, thereby lowering their default rate and improving the 

quality of banks‘ loan portfolio.   

 

104. Since December 1, 2005, it became mandatory for participating financial institutions 

to make the necessary inquiry from the MCIB before approving, increasing or renewing any 

credit facility of customers.  It provides factual information on the creditworthiness of 

borrowers, i.e., it generates credit profile reports but does not provide credit scores.   All 

banking institutions, insurance and leasing companies and the Development Bank of 

Mauritius have already joined the MCIB. The coverage of adult population as of June 2011 is 

49.8 percent, representing 407,160 customers. 

 

105. To further reinforce its contribution to the financial stability of the economy, the 

MCIB needs to expand its coverage to include non banking financial and credit-granting 

institutions,   and utility companies. Lack of information on overall consumer indebtedness is 

an area of concern from the perspective of financial stability as borrowers may accumulate 

large debts through small facilities from credit providers other than those falling under the 

purview of the Bank and related liabilities could remain hidden from lenders and lead to 

flawed creditworthiness assessment.  It is, therefore, important to pool information from all 

credit-granting institutions including credit financing institutions which provide direct 

consumer financing to individuals.   

 

106. The MCIB is continuing on its expansion program to improve coverage and efficiency 

of collecting accurate and reliable credit.  It has already requested other credit providers such 

as the Employees Welfare Fund, Mauritius Civil Service Mutual Aid Association Ltd, higher 

purchase companies and other provident and credit union funds to provide data to the MCIB.   

The data provision is being delayed as the MCIB has encountered some technical issues with 

the quality of data from some of these institutions.  Data is often manually treated, triggering 

significant error possibilities. No standards controls on quality/quantity of data are carried out 

especially among often the smaller credit providers. It is expected that these institutions will 

be covered by the MCIB in the first quarter of 2012, once the MCIB carries out a quality 

check on the data.  

 

107. Another critical source of data that can bridge the information gap on financial risk for 

many people, especially those who are outside the credit mainstream, is utility companies.  

Technical problems on the side of the power and water companies have become an obstacle to 

the inclusion of these data.  There is a mismatch between the registered owner on the bill and 

the name of the borrower.  It is a widespread practice in Mauritius that the name of the person 

as it appears on the bill does not concur with the person using the service and paying the bill, 

as might be the case for a tenant and landlord or when a father is deceased, and there is no 

mandatory requirement to change the name in the register of the utility company.  
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108. The MCIB collects, stores, and provides credit information to lending institutions 

about customers' credit exposures.  It generates credit profile reports for lending institutions 

and individuals upon query but does not provide credit scores. The Banking Act 2004 has 

been amended in July 2008 to allow the establishment of external credit assessment 

institutions.  The BoM has not yet come up with the appropriate framework for the 

establishment of private credit information bureaus in Mauritius.  The parameters and 

recognition of external credit assessment institutions, activities of the credit information 

bureaus, collection, storage and dissemination of data and the safeguard against misuse of 

credit information are still to be determined.  The BoM is planning to recruit a technical 

expert to provide technical support to the Bank for the drafting of the (i) regulations for the 

licensing and supervision of credit information bureau, based on international best practices, 

(ii) Code of Practice for licensed private CIBs and recognized external credit assessment 

institutions, (iii) licensing guidelines for applications, (iv) application form, (v) Manual of 

Procedures for determining an application, and (vi) legal agreement to be signed between data 

providers and the BoM and between the MCIB and the private CIBs, that will form the basis 

for transfer of credit-related data.   

 

109. Following are the priority area of reform, including medium term reform ―triggers‖ 

and expected outcomes, agreed with the Government.  

 Agreed prior action DPL1: The coverage of the credit information bureau is 

expanded to include all non-banking financial institutions. 

 Medium-term reform trigger DPL2: The Bank of Mauritius to establish and 

publish eligibility criteria and licensing guidelines for the setting up of private 

credit information; and Regulation from Ministry of Public Utilities to enforce the 

accuracy of the change the name on utility bill to enforce the accuracy of the name 

on utility bill to match the name of the actual user. 

 Expected outcomes: Increase in coverage of the Credit Information bureau. 

 

 

PILLAR 3: Enhancing ICT and e-Gov Support for Increased Efficiency and 

Transparency Gains   
 

110. ICT is considered a key pillar for supporting competitiveness.  Given its potential to 

have significant positive spill-over effects on the other sectors of the economy, the 

Government of Mauritius has prioritized the development of an interconnected broadband 

infrastructure on which ideas and services can be transmitted.  While there are many reasons 

to be optimistic about the ability to meet these goals, there are significant challenges ahead. 

111. To develop an interconnected broadband infrastructure Mauritius will have to rely on 

large private sector investments in high bandwidth networks. Investments in broadband 

networks, especially fiber optic cable, represent high fixed costs that become sunk once 

operators have deployed them.  Sunk costs anchor operators to where they deployed their 

network because these cables are too expensive to tear out of the ground and move 

somewhere else.  Moreover, these networks have long lives, so investors have to see a long, 

stable and profitable future if they are to invest.  An unpredictable business and regulatory 

environment makes operators more risk averse and generally unwilling to invest.  To entice 
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operators to invest in these networks, Governments have to signal their long-term intentions 

clearly, credibly and convincingly. 

112. The purpose of the National Broadband Policy (NBP), whose recommended adoption 

by the Government is the first prior action of this component of the DPL, is to signal the 

Government‘s intentions clearly, credibly and convincingly.  The Policy does a good job of 

straddling between two competing aims; namely, it provides the outlines of a policy 

framework that will guarantee the predictability to the business environment while at the same 

time aims to achieve robust competition that will improve consumer welfare through lower 

prices, more abundant offerings and an increased set of choices.  The expected outcome of 

adopting NBP is to provide the right incentives for continued competitive entry without the 

risk of unwarranted regulatory takings.  Following are the priority area of reform, including 

medium term reform ―triggers‖ and expected outcomes, agreed with the Government.  

 Agreed prior action DPL1: Cabinet approval of National Broadband Policy. 

 Medium-term reform trigger DPL2: Establish protocols to strengthen the 

independence of ICTA. 

 Expected outcomes: Increase in the number of homes that have access to download 

speeds of at least 10 Mbps and upload speeds of at least 5 Mbps by 2013. 

113. The second prior action recommends the adoption of a set of regulatory tools that will 

allow the regulator to achieve some of the competition goals set out by the NBP.  More 

specifically, the second prior action recommends an amendment to the Information and 

Communications Technology Act (ICTA) of 2001 that would provide ICTA the required 

authority to regulate markets where an operator is deemed to have Significant Market Power 

(SMP). 

114. SMP authority is a particularly appropriate regulatory tool to be applied in the 

developing Mauritian ICT sector because there are substantial differences in the development 

of many market segments across the country.  For example, in some markets the existing ICT 

market structure indicates monopoly; one carrier has a significant share of the market.  

However, performance of some of the same market segments suggests that competition is 

emerging; i.e., prices are falling and investments are climbing.  In this environment, an 

overarching regulation that applies the same regulatory rules across the whole island, 

irrespective of the state of emerging competition, may prove to be harmful to the overall 

development of the market.  In contrast, under the SMP framework, conduct is sanctioned 

only when it amounts to abuse by firms that possess substantial levels of market power and 

not by assuming that the presence of one or a few firms necessarily translates into the abuse of 

market power. 

115. SMP authority allows for competition to discipline incumbents where possible and 

this authority to do the work where it is not. In addition, unlike other regulatory tools such as 

unbundling or structural separation of the incumbent where they are designed and 

implemented based on past performance of the market, SMP authority allows the regulator 

flexibility to react to recent market performance and does not constrain its actions since it 

does not prescribe the regulatory remedy ex ante.  Finally, providing ICTA with the authority 

to make the SMP determinations on a market-by-market basis, applying corrective measures 
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in markets only where it has found an operator to have SMP, this averts the perverse 

incentives that rival entrants may contain to hive off the most lucrative parts of the ICT 

market and leave the monopolist to service the less lucrative parts (cream skimming).  

116. The adoption of SMP authority adds certainty to the regulatory environment and 

promotes continued investment into interconnected broadband networks.  Entrants can expect 

that investments to markets serviced by ensconced incumbents will not be put at risk by the 

abuse of a dominant player.  At the same time, incumbents can rest assured that competition 

will not be tilted in favor of entrants where markets are already contestable. 

117. While SMP authority would be an important tool to apply to correct market failures, 

the objectivity and independence of ICTA can be called into question unless it can better 

separate itself from the Government‘s policymaking and promotional bodies that exist for the 

ICT sector. The trigger is design and to initiate reforms in that direction; to make ICTA a 

more independent and transparently objective applicator of regulations.  

118. Currently, the Ministry of ICT is the policymaker for the ICT sector.  Additionally, it 

is part-owner and operator of an ICT company since the Government is a majority 

shareholder of Mauritius Telecom. ICTA serves as the regulator of the ICT sector and reports 

to the Minister of ICT.  The National Computer Board promotes the development of ICT and 

also reports to the same minister.  The roles of promoter, part-owner, policymaker and 

regulator of the ICT industry are all under the same institution, calling into question ICTA‘s 

independence and incentives to make the judgments based on highly technical and objective 

aspects of regulatory policy and its execution. 

119. Effective regulators are normally associated with being independent of the other roles 

that are so institutionally close to ICTA. The rationale for establishing independent, often 

sector-specific, regulatory institutions is based on ensuring non-discriminatory treatment of all 

players in the liberalized market. Independence stimulates investor confidence and reduces 

regulatory risk. Since at this time it infeasible, and possibly imprudent, to take the hard and 

large step of establishing an independent regulator in such a short period of time, the Bank 

recommends as a trigger the establishment of the protocols by which ICTA will make 

regulatory decisions.  The goal is to establish protocols that will make ICTA accountable for 

the regulatory decisions it makes, transparent in how derived at these decisions and 

predictable by revealing to consumers and operators the scope of its actions ex ante. This step 

is short of creating an independent regulator, but it is a step in that direction in that it will bind 

ICTA to clear and transparent protocols in part shield it from the political influence that 

would otherwise be more influential in the way it regulates the market.  

120. Following are the priority area of reform, including medium term reform ―triggers‖ 

and expected outcomes, agreed with the Government:  

 Agreed prior action DPL1: Cabinet approval to amend ICT Act to introduce a 

definition of Significant Market Power (SMP) and equip the ICT Authority with 

the appropriate tools to regulate markets in which there is evidence of SMP. 

 Medium term reform trigger DPL2: Setting up of system to collect market-level 

data to be able to assess the existence of significant market power in five markets 

in Mauritius. 
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 Expected outcomes: Decrease in average monthly retail price of broadband ADSL 

256 kbps with 3 GB allowance service to households. 

121. E-Government Component:  The proposed prior action for the e-Government 

component of this DPL supports the Government‘s efforts to promote the widespread 

adoption and use of public key infrastructure (PKI) to execute secure electronic transactions.  

Accomplishing this would finalize a series of actions and initiatives that the Government has 

undertaken to enable it to provide improved access, increased transparency, and more 

efficiency to the Government‘s transactions with businesses and its citizens.  

122. In order to enable a secure electronic transactions operating environment, the 

Electronic Transactions Act was amended and the Electronic Transactions (Certification 

Authorities) Regulations 2010 came into effect on December 1, 2010, providing for the 

licensing framework as well as the regulation of Certification Authorities (CA) activities in 

Mauritius. Parts of the Electronic Transactions Act have also been proclaimed to enable ICTA 

to exercise the powers of the Controller of Certification Authorities (CCA) and make the PKI 

operational. It is an important step in providing for safe, trusted and secure electronic 

transactions and establishing Mauritius as a trusted hub for e-commerce.  In addition, there is 

a Data Protection Commissioner responsible for upholding the rights of individuals as set out 

in the Data Protection Act, 2004.  This Act and its Commissioner ensure that personal data is 

held, processed and disseminated in accordance with the law. The primary mission of the 

Data Protection Office (DPO) is to ensure that those who keep personal data comply with the 

provisions of the Data Protection Act (DPA) in order to safeguard the privacy rights of all 

individuals.  The DPO has a wide range of enforcement powers to ensure that the principles of 

data protection are observed.  While all of these initiatives are substantial steps forward in the 

area of information security and protection, the Government‘s‘ capacity to execute secured 

online transactions still needs some steps to be achieved. 

123. The overall implementation of an integrated robust National Information Security 

Strategy (NISS) that mapped out how to execute secured online transactions is still in 

progress.  Due to some systemic weaknesses, such as the absence of compliance mechanism 

or enforceability, coupled with a shortage of funds for recruiting additional manpower, the 

NISS has yet to gain momentum within the Government and the private sector to execute 

secure online transactions. 

124. In order to give momentum to the Government‘s data and information security 

initiatives, the Ministry of ICT will take steps to ensure the widest adoption of the PKI 

technology.  This DPL supports this as a prior action. 

125. Finally, to maintain the momentum of the measures taken under the prior action, the 

Bank proposes a trigger that includes Cabinet approval of the Action Plan to ensure the widest 

adoption of the PKI technology.  This Action Plan is envisioned to set targets for a growing 

number of Government to Government secured transactions to take place and Government to 

Business transactions as well.  

126. Following are the priority area of reform, including medium term reform ―triggers‖ 

and expected outcomes, agreed with the Government.  
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 Agreed prior action DPL1: Cabinet approval of the Action Plan to ensure the widest 

adoption of the PKI technology. 

 Medium term reform trigger for DPL2: Cabinet approval of targets to increasing 

paperless G to B and G to G transactions. 

 Expected outcomes: Increase in number of public services that can be executed via 

secured online transactions. 

 

VI. OPERATION IMPLEMENTATION 

A. POVERTY AND SOCIAL IMPACTS 

 

127. Mauritius has a low rate of poverty, whether measured in relative or absolute terms. 

Relative poverty was 8.7 percent of population in 2006-2007, equivalent to 106,000 people. 

Approximately 1 percent of the population or 12,000 people live on less than US$1 per day. 

Inequality in Mauritius, as measured by the Gini coefficient, is low at 0.388 compared with 

other countries in Africa, reflecting the fact that Mauritius is a country with a well-developed 

social welfare system that favors equality.  
 

128. The DPL prior actions are unlikely to harm the poor, while several prior actions have 

the potential to deliver positive impacts on poverty over the medium term.   Both the 

improvement of investment climate, strengthening of SME programs and improving access to 

finance are expected to have significant, if indirect, poverty and social benefits.   The 

measures aimed at raising private sector competitiveness and increasing investment, including 

FDI, are designed to support a virtuous cycle of growth, employment generation and 

productivity gains.  Reform measures supported by the three pillars are targeted at decreasing 

business costs and creating better conditions for private local and foreign investments and 

ultimately leading to job creation.  
 

129. Supported policies under this first operation will not have a significant distributional 

impact.  However, the restructuring of the DBM could have a potentially negative 

distributional impact on workers and hence on poverty levels. In practice, it is highly unlikely 

that such impact will materialize as the employment impacts of these measures are limited. 

One third of the three hundred employees of DBM are involved in the core banking business 

and will most probably retain their employment, another one third of the work force is aged 

fifty-five and above, and might be incentivized to take a voluntary retirement scheme; losing a 

job might not necessarily result in an income shock for their households.   As regards the rest 

of the workforce,  the specific risks will be clearly identified during the due diligence carried 

out by professional transaction advisors and formal measures to mitigate the employment 

shock on redundant workers will be put in place by ensuring that (i)  appropriate clauses are 

included in the divestiture contracts, (ii) proper budgeting are made to compensate retrenched 

workers according to the law, and (iii) a retraining and reskilling program is put in place 

through the Placement and Training Program under the National Empowerment Foundation.   

The World Bank is supporting the strengthening of active labor market programs of the NEF 

under the Public Sector Efficiency DPL.  The rationalization of SME programs will improve 

the capacity of GoM to provide targeted business development services while at the same 
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time reallocating workers where they might be more productive in an attempt to improve 

efficiency.  These reforms will yield direct benefits to lower income segments of the 

population.   

 

B. ENVIRONMENTAL ASPECTS 

 

130. This operation does not pose any significant direct environmental risk.  Few if any of 

the reforms supported by the DPL series is likely to have significant direct effects on the 

environment, natural resources, and forestry. Beyond the immediate focus of the DPL, other 

Government policies and development objectives such as increasing tourist arrivals by 2015, 

expanding the port and airport, relieving traffic congestion, and making the business climate 

more investor friendly may have an environmental impact. Historically, the record of 

environmental management, though not perfect, has been relatively good.
32

 The Safeguard 

Diagnosis Review carried out in October 2010
33

 shows that some of Mauritius‘ environmental 

policies are sufficiently robust and are being implemented satisfactorily.  The World Bank 

will support the GoM in strengthening its environmental institutions under the proposed 

Piloting of Country Systems for Safeguards through project-specific environmental 

management plans for the next SIL to be prepared. All development partners recognize the 

strategic importance of environmental protection, and AFD, UNDP, and EU are actively 

providing technical support in this area.   

 

C. IMPLEMENTATION, MONITORING, AND EVALUATION 

 

131.  The Government and the World Bank will meet twice a year to review the progress of 

the DPL program and a joint report will be prepared. MoFED will be responsible for overall 

coordination of supervision and monitoring of the reform program supported by the proposed 

DPL series. MoFED will liaise with focal points in the Ministries, departments and agencies 

involved. Periodic monitoring and dialogue with relevant line ministries and other 

stakeholders involved in the implementation of the reforms will take place through field 

missions and through staff based at the World Bank‘s country office. MoFED, as the primary 

counterpart of the operation, will be responsible for furnishing information to the Bank, as 

required, to monitor outcomes in the policy matrix (Annex 1).   Periodic monitoring will take 

place through field missions and through staff based at the Bank‘s country office and an 

implementation report will be prepared every six months for discussion with the World Bank.   

 

D. FIDUCIARY ASPECTS 

 

Public Financial Management System and Fiduciary Issues 

 

132. Mauritius has a satisfactory financial management system. The country‘s fiduciary 

framework is adequate to support the proceeds of the loan.  This is made evident by the fact 

that all Government loans and grants received in 2009 from development partners were 

managed using the Government system, except for loans and grants from China and India (10 

percent of the total). Also, the outstanding World Bank funded Mauritius Infrastructure 

project (P091828) use Government systems. This is further confirmed by the conclusions of 
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 See EU ―Mauritius Country Strategy Paper 2008-2013,‖ Annex 3, Executive Summary of the Country 

Environmental Profile. 
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the 2010 PEFA report, which noted that public finance management (PFM) performance had 

improved since the 2007 PEFA assessment as a result of reforms implemented in the country 

to further strengthen PFM systems.      

 

133. The IMF has not undertaken a safeguard assessment on the BoM.  The independent 

external auditors issued an unqualified audit report on June 30, 2010, and BoM audited 

financial statements are published on the BoM web site. No qualifications from external 

auditors have been reported in past BoM audited financial statements. 

 

Funds flow arrangements 

 

134. The loan disbursement will follow World Bank procedures for development policy 

lending.  The loan will be disbursed in a single tranche upon effectiveness.  The loan proceeds 

from the World Bank will be credited to an account that is part of the country‘s official 

foreign exchange reserves at the BoM.  The Rupee equivalent of the loan proceeds will be 

reflected in the budget to finance budgeted expenditures.  The Government will provide a 

letter to the World Bank within 30 days of receiving the loan proceeds written by the 

Accountant-General confirming: (i) that the accounts used to deposit the loan proceeds are 

part of the country‘s official foreign exchange reserves; and (ii) that the Rupee equivalent of 

the loan proceeds has been reflected in the budget and in the Government‘s accounts and on 

the date reflected. The loan proceeds shall not be used to finance expenditures on the negative 

list as defined in the Appendix of the loan agreement. If any portion of the loan is used to 

finance ineligible expenditures as so defined, the World Bank shall require the Government to 

promptly refund the amount upon notice. 

 

Accounting 

 

135. The accounting of the loan proceeds will be the responsibility of Accountant-General 

at the Ministry of Finance. Government procedures will be followed to administer an account 

for the loan proceeds and related payment.  Since the control environment is considered to be 

adequate, no additional fiduciary requirements shall apply. 

 

E. RISKS AND RISK MITIGATION 

 

136. The implementation of the proposed reform program entails a number of risks: (a) the 

challenge of maintaining macroeconomic stability as a result of uncertain global 

developments; (b) a slowdown in the momentum of reforms, exacerbated by the withdrawal 

of one of the parties from the Government coalition in July 2011; and (c) limited institutional 

capacity within sector ministries to lead and implement the reforms; and (d) corruption. The 

details of these risks and the proposed mitigation measures are provided below. 

 

137. The first and perhaps most important risk is that macroeconomic stability may come 

under stress given uncertain global economic developments, especially pertaining to the 

European economies to which Mauritius remains highly exposed. Global economic 

uncertainties continue to present a significant threat to a small open economy such as 

Mauritius, primarily on two fronts – the fiscal position and the current account deficit. Slower 

global economic growth would depress domestic growth and tax revenues, yet pressure to 

finance Government priorities would likely continue. The fiscal position remains stretched, 
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with high public debt, which is only projected to decline by a modest amount in the medium-

term baseline scenario. This would make it hard to implement counter-cyclical policies should 

some of these external threats materialize. Also, current account deficits, although high, have 

been adequately financed mostly through high FDI and inflows to the financial sector. This 

however could quickly reverse if international financial markets deteriorate. Finally, the 

concentration of the country‘s exports on a few markets (Europe) and products (tourism and 

textiles) and its large share of imported commodities could further deteriorate the current 

account deficit.  

 

138. This said, the Government has the means and tools to cope with external economic 

uncertainties while a firm commitment will be needed to rein in public expenditure if a 

substantial slowdown materializes. On the external front, the current level of foreign 

exchange reserves provides a buffer against a potential deterioration in the balance of 

payments. Mauritius‘ floating exchange rate also facilitates correction of external imbalances 

in the medium term. The recent trends of an export reorientation toward new markets (i.e. 

Asia and Africa) and new products will also help. On the fiscal front, if the global economy 

slows down and the growth in public revenues eases, the fiscal deficit could deteriorate to 

levels significantly above the Government‘s baseline projection of 3.8 percent of GDP. The 

Government is mindful of these risks. A wider deficit (up to 1.2 percentage points of GDP) 

could be financed by the recently created National Resilience Fund, which used public 

savings from 2011 and before. Should revenues dip further, additional adjustment would 

require either a slowdown in infrastructure implementation and/or an acceleration of 

efficiency gains in the public sector, which should be manageable but require firm 

commitment. Furthermore, the relatively large percentage of debt that is maturing highlights 

the vulnerability of public debt to the performance of the domestic financial sector, even 

though roll-over risks are currently low, given the fact that the majority of debt is domestic 

and there is an excess liquidity in domestic capital markets. 

 

139. The second risk is political risk that may affect the pace of the reform program at a 

time when the need for reform is most urgent.  The pace of reform in Mauritius has slowed in 

recent years and the appetite for further aggressive reform appears modest at this time. This 

reflects the fact that many of these second generation reforms will have a redistributive effect, 

sometimes eliminating the rents, subsidies and privileges of certain groups. The Government 

may find it difficult to overcome some of these vested interests, some of which are well 

organized and influential. This is particularly true since many of the reforms may only pay 

dividends in the medium term while costs will certainly be evident in the short term. This 

complexity is further compounded by the withdrawal of one party from the Government 

coalition in July 2011 which has translated into a slim Government majority in Parliament. 

However, when considering the increasing global economic uncertainties and the structural 

constraints to economic growth and poverty reduction that are becoming binding, there is no 

time for complacency and past experience has shown that there is a continuity in the reform 

agenda, especially those that are crucial to maintain the country on growth trajectory.  

 

140. There are several ways to mitigate this risk. A slim majority is not unprecedented in 

Mauritius and there is no reason to assume that the current majority will not be able to 

complete its current term. Nonetheless, to the extent that the proposed program has been 

designed to coincide with the remainder of the current majority‘s term of office, a slim 

majority presents a risk – albeit manageable – which needs to be recognized. First, the 
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Government‘s focus on growth of SMEs shall support its inclusion agenda. Moreover, over 

the medium-term the acceleration reforms for engendering competitiveness and growth will 

generate better conditions for job creation. Second, the Government‘s stress on strengthening 

the safety net, primarily by enhancing programs under the NEF but also potentially Social 

Aid, may provide immediate relief to the most vulnerable, thus overcoming their resistance to 

some of the reforms. Finally, better communication will be key to building consensus around 

the reforms, using visits to Mauritius by high level practitioners and management to raise 

awareness and understanding about the reforms and their benefits, both within the Cabinet 

and more broadly.  

 

141. The third risk is that sector ministries might not have sufficient institutional capacity 

to implement the reforms. Compared to the previous DPL program in which MoFED played 

an active role in leading and coordinating the reform, this new set of reforms will be led in 

many cases by sector ministries. This will involve a broader set of stakeholders, which means 

that building and broadening consensus around the reform agenda will be essential. 

Institutional capacity of sector ministries to design and implement these sector reforms may 

be limited, particularly in the newly created ministries.   

 

142. The Bank and the Government have signed a Fee-Based Technical Assistance 

Services Agreement (FBTA) for NLTA to support institutional capacity. This FBTA will 

complement the Bank‘s program and allow line ministries to enhance their institutional 

capacity where needed. Additionally, the DPL itself will be a way to build bridges between 

the different ministries involved in the reform program, thereby enhancing coordination. The 

Bank analytical work program will support these reform areas while enhancing institutional 

capacity of sector ministries. In addition, this analytical work program has been coordinated 

with other Development Partners to leverage limited resources and to focus on areas that are 

more relevant for achieving impact. 

 

143. The fourth risk relates to corruption which has been at the center in the national debate 

for the past several months. Recent high-level allegations of corruption are under 

investigation by the Independent Commission Against Corruption (ICAC). Corruption is not 

only an impediment to investment but has also triggered a political crisis in Mauritius, 

precipitating the withdrawal of one party from the Government coalition. The risk of 

corruption is mitigated by the fact that the Government appears to be supportive of ICAC and 

respectful of its independence as well as the fact that the financial systems in Mauritius, as 

documented in the 2010 PEFA report, appear robust, suggesting relatively minimal risk to the 

proceeds of the loan.  

 

 

 



 

 

47 

 

Annex 1:  Operations Policy Matrix 
 

Medium-term Objectives 

 
Policy Actions  Indicators 

Baseline 

(2011) 
Expected Results 

 
DPL1                       

(prior actions) 

DPL2                       

(indicative triggers) 
  2012 2013 

Responsible 

Entity 

Pillar I: ENTERPRISE GROWTH AND COMPETITIVENESS  

Improve outreach and quality of 

Business Development services 

(BDS) programs targeted towards 

SMEs 

Cabinet approval of 

consolidation of SME 

programs under Ministry 

of Business, Enterprise 

and Cooperatives 

(MoBEC) 

 

 

Implementation of an 

Action Plan for 

consolidation of SMEs 

program under 

MoBEC that includes 

(a) establishing an 

inter-agency strategic 

coordination 

committee, and (b) 

developing a 

framework that sets up 

guidelines on cost-

sharing, target groups 

and types of services, 

M&E systems 

 

Number of 

Enterprises 

accessing (i) 

Generic and (ii) 

Specialized BDS 

increases  

 

Generic 

BDS = 

200 

 

Specialize

d BDS 

=80  

 

 

 

 

 

 

(i) 15 

percent 

increase  

 

(ii) 10 

percent 

increase  

(i) 25 

percent 

increase 

 

 

 (ii) 20 

percent 

increase  

 

 

 

 

MoBEC 

Facilitating, through the 

implementation of existing 

legislation, firm exit by providing 

the framework for the 

rehabilitation of stressed 

enterprises to seek temporary 

protection from its creditors 

without forcing them into 

bankruptcy 

 

Ministerial approval of   

 the registration 

guidelines and prescribed 

application form to 

register Insolvency 

Practitioners in Mauritius 

Ministerial approval 

and publication of a 

code of ethics for 

insolvency 

practitioners, and  

establishment of 

procedures by the  

Director of the 

Insolvency 

Service to deal with 

the suspension and 

removal of insolvency 

practitioners from the 

registry. 

Number of 

insolvency 

practitioners 

registered. 

 

Number of 

businesses with an 

approved 

restructuring plan. 

75 

 

 

0 

10% 

increase  

 

5 

15% 

increase  

 

8 

 

 

Registrar of 

Companies/ 

MoFED 
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Medium-term Objectives 

 
Policy Actions  Indicators 

Baseline 

(2011) 
Expected Results 

 
DPL1                       

(prior actions) 

DPL2                       

(indicative triggers) 
  2012 2013 

Responsible 

Entity 

Pillar 2: IMPROVING ACCESS TO FINANCE  

Provision of suitable menu of 

financial products/services for 

SMEs through the restructuring of 

DBM into a sustainable MSME 

financial institution  

 

Cabinet Approval of a 

decision to transform 

DBM into a financially 

viable MSME Bank, 

licensed by the Central 

Bank, and with private 

sector involvement. 

Adoption of a detailed 

transformation plan 

and implementation of 

selected actions.  

 

Development Bank 

of Mauritius meets 

prudential 

requirements of the 

Central bank  

 

 

 

 

Reduction in the 

interest subsidy to 

DBM  

 

Increase in the 

number of loans to 

SMEs of less than 

Rs 150,000  

None 

 

 

 

 

 

 

 

 

MUR 80 

million  

 

 

24,532 

 

 

 

Prudentia

l ratio as 

set by the 

Central 

Bank met 

 

 

 

 

MUR 60 

million 

 

  

5% 

increase  

(All 

Committ

ees as 

required 

by the 

Banking 

regulatio

ns set up  

 

MUR 50 

million 

 

 

15% 

increase  

 

MoFED/DBM 

Increase access to credit through 

reforming land titling procedures 

and secured transactions laws and 

registries  

 

The Transcription and 

Mortgage Act is amended 

in order to prescribe a 

time limit consistent with 

business standards to 

register property 

Cabinet approval of 

legislative 

amendments to Civil 

Code and other laws to 

allow the setting of a 

modern movable 

collateral registry. 

Reduction in time 

taken to register 

property. 

15 days 2 days 2 hours Registrar 

General 

/MoFED 

Facilitate enhanced access to 

finance by reducing the risks 

associated with limited information 

on potential borrowers 

The coverage of the credit 

information bureau is 

expanded to include all 

non banking financial 

institution 

The Bank of Mauritius 

to establish and 

publish eligibility 

criteria and licensing 

guidelines for the 

setting up of private 

credit information 

Regulation from 

Increase in 

coverage of the 

Credit Information 

bureau 

50% 65% 90% Bank of 

Mauritius/ 

MoFED  
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Medium-term Objectives 

 
Policy Actions  Indicators 

Baseline 

(2011) 
Expected Results 

 
DPL1                       

(prior actions) 

DPL2                       

(indicative triggers) 
  2012 2013 

Responsible 

Entity 

Ministry of Public 

Utilities to enforce the 

accuracy of the name 

on utility bill to match 

the name of the actual 

user   

Pillar 3: PROMOTING ICT AND E-GOV SUPPORT FOR ENHANCING COMPETITIVE AND TRANSPARENCY 

Promote investments in affordable 

and ubiquitous broadband networks 

by signaling the Government‘s 

long-term policy intentions clearly, 

credibly and convincingly. 

 

Cabinet approval of 

National Broadband 

Policy. 

Establish protocols to 

strengthen the 

independence of ICTA  

Increase in the 

number of homes 

that have access to 

download speeds 

of at least 10 Mbps 

and upload speeds 

of at least 5 Mbps 

by 2013. 

 

 

87,500 

HHs 

 

 

122,500 

HHs 

 

 

140,000 

HHs 

 

 

ICTA 

To reform regulation so that is 

applied in only markets where 

necessary and allows competition 

where possible. 

 Cabinet approval to 

amend ICT Act to 

introduce a definition of 

Significant market Power 

(SMP) and equip the ICT 

Authority with the 

appropriate tools to 

regulate markets in which 

there is evidence of SMP. 

Setting up of system to 

collect market-level 

data to be able to 

assess the existence of 

significant market 

power in 5 markets in 

Mauritius. 

Average monthly 

retail price of 

broadband ADSL 

256kbps with  3GB 

allowance,  

service to 

households 

decreases 

 

Rs. 316.52 

 

25 

percent 

decrease 

 

25 

percent 

decrease 

ICTA 

To promote widespread adoption 

and use of public key infrastructure 

(PKI) so that secured electronic 

transactions can take place. 

Cabinet approval of the 

Action Plan to ensure the 

widest adoption of the 

PKI technology. 

Cabinet approval of 

targets to increasing 

paperless G to B and 

G to G transactions. 

Number of public 

services that can be 

executed via 

secured online 

transactions 

0 5 15 Ministry of 

ICT 
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 Annex 2:  Letter of Development Policy 
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Annex 3: IMF Relations Note 
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Annex 4: Analysis of the Government’s competitiveness reform program and its 

relevance to the three pillars   

 

 

1. Introduction: With its small domestic market size, historical development path, and 

remote geography in the Indian Ocean, Mauritius faces significant development challenges. 

The country is undergoing transition from dependence on trade preferences to global 

competition. As an open and small economy, Mauritius remains vulnerable to external shocks. 

To boost economic growth through higher productivity, to increase reliance on value-added 

and innovative skill-intensive activities, and to develop human capital while preserving its 

long standing commitment to social welfare in a multi-ethnic milieu, is a key challenge for the 

Government.  The Government‘s emphasis astutely remains on continuing to support the 

competitiveness agenda for development of the manufacturing and services sector.  

 

Economic Structure and Sectoral Growth 

 

2. There is widespread agreement in the public and private sector that given the size of 

the domestic market, the distance from export markets, and the lack of natural resources, 

Mauritius‘ strategy for private sector-led industrial development must lean toward high-value, 

knowledge intensive, and niche markets in manufacturing and services sector. Within this 

long term vision, Mauritius must improve its competitiveness. This becomes all the more 

critical in the midst of a global crisis where many export-oriented companies would need to 

undertake restructuring to remain competitive. 

 

3. Table 1 indicates the varying contribution of the economic sectors to GDP growth 

over the last few decades.  The steep decline in agriculture has been matched by the 

impressive rise in the contribution of the services, particularly, real estate, tourism and 

financial sector. The manufacturing sector as a percentage of GDP, while taking a dip from 

2000 to 2008, has picked up since 2009 and remains a strong contributor to GDP growth and 

employment in Mauritius. 

Table 1: Mauritius: Economic Structure and Changing Contribution of Sectors  

Activity 1990 2000 2008 2009 2010 2011
1
 Employment 

(2010) 

Agriculture, Forestry, Fishing 12.9 7.0 4.4 4.1 3.9 3.7 16143 

Sugarcane 8.0 3.6 2.0 1.8 1.4 1.2 8,739 

Other 4.8 3.4 2.4 2.3 2.5 2.5 7,404 

Manufacturing 24.4 23.5 18.9 19.4 18.8 18.0 79,819 

Sugar 3.4 0.8 0.6 0.5 0.4 0.3 1,441 

Food exclude. Sugar - 4.1 5.7 6.6 6.4 6.2 9,195 

Textile and garments - 12.0 6.2 5.7 5.6 5.2 46,488 

Other - 6.6 6.4 6.6 6.4 6.3 22,695 

Services        

Hotels and Restaurants 3.9 6.5 9.5 7.9 6.7 7.0 23,331 

Real estate, renting 8.9 8.9 11.4 11.2 11.9 12.4 23,711 

Financial intermediation 4.9 9.7 10.6 9.8 10.2 10.0 11,387 

Transport, Communications 10.4 13.0 11.8 9.8 9.6 9.5 19,199 

Others 36.2 38.1 39.0 22.5 24.0 25.1 128,139 
Source: CSO data, GoM 
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4. Large vs. SME Distribution:
34

 Within the overall economy, the contribution of large-

scale enterprises (LSE) and small and medium enterprises (SMEs) varies. The overview of 

employment in industries reveals a comparatively large manufacturing sector, employing 33 

percent of the workforce. It is estimated that 38 percent of employment is in large firms (more 

than 500 employees), while medium sized firms (between 50-499 employees) employ about 

56 percent and smaller firms (employing up to 49) about 14 percent, assuming a proportional 

share of manufacturing establishments among those small firms employing less than 10. The 

high share of employment in large- and medium-size firms highlight their importance in 

engendering growth and employment creation in Mauritius.   

 
Table 2: Sectoral and Size Distribution (in terms of employees), March 2010 

Activity 

Employment 

Agric & Fishing Manufacturing Other Total 

Less than 10 220 - - 220 

10-49         1,988      10,477      22,897      35,362  

 50-199 5,278 26,290 51,750 83,318 

200-499 3,593 12,696 36,677 52,966 

500-999 4,295 10,382 24,823 39,500 

1000 and more 0 25,459 29,337 54,796 

Total 13,320 79,856 152,008 245,184 

Source: CSO data, GoM 

 

5. The contribution of SMEs in Mauritius can only be estimated because of data 

classification issues. According to the SMEDA Act, enterprises with turnover up to MUR 10 

million are considered as ―small‖ where as enterprises with turnover between MUR 10 

million to MUR 50 million are categorized as ―medium.‖  

  

Investment Climate Reforms and PSD Support Initiatives  

 

6. Economic diversification and competitiveness requires both the enhancement of 

existing products as well as the discovery of new sectors, finding niche markets, establishing 

links among sectors, and increasing the knowledge component of products. To achieve this 

objective, the policy and institutional set up of an economy - which in turns determines the 

quality of the business environment - must be globally competitive. Competitiveness of the 

institutional framework implies flexibility in reacting to changes in the investment climate 

and opportunities at the national and international level.     GoM has embarked on aggressive, 

multi-year structural reforms aimed at restoring macroeconomic balance and diversifying the 

economy into new growth sectors such as business processing operations (BPO), a seafood 

export-hub, manufacturing activities and light engineering knowledge hub, and specialty 

tourism.
35

   

 

7. Prior to 2006, Mauritius‘ competitiveness had begun to erode.  This was correlated 

with deterioration in business environment. Some important areas of business environment 

needing reform included business registration procedures, labor regulations, land-titling, and 

                                                 
34

 This sector draws from Jenders, S. Industrial and SME Strategy, June-August 2008; and data from CSO, GOM. 
35 See GoM, National Long-Term Perspective Study (Vision 2020), July 1997; and World Bank (October, 2006), CPS for 

Mauritius. 
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trade incentives and tariff barriers.  A key element, largely addressed in the Budgets 2006 to 

2011, was eliminating bureaucratic obstacles to starting a business. The Registrar of 

Companies was designated as a one-stop focal agency for business registration and the Board 

of Investment converted from an administrator of programs to facilitator and promoter. A 

recurrent obstacle to operating a business in Mauritius had been the shortage of human 

capital. Entry of foreign workers was eased to overcome skill shortages by combining 

residence and work permits into a single occupation permit to be issued within no more than 

three days for workers earning above pre-set thresholds. At the same time, measures were 

taken to encourage the return of the Mauritian Diaspora to work in Mauritius. Implementation 

of labor markets reforms aimed at increasing flexibility, tying wages more closely to 

productivity by replacing tripartite wage setting mechanism with a National Pay Council, and 

relaxing the need to seek approval for lay-offs, was successfully undertaken.    

 

8. Over time, Mauritius has moved from a first-generation of reforms to a second and 

third generation reform environment where coordination among multiple ministries/agencies 

as well as broader institutional capacity in the public sector is needed. At the same time, the 

Government has undertaken several ―market completing‖ interventions,
36

 focusing on skills 

and training, technology development, and information services gaps.  For instance, in line 

with GoM‘s emphasis on SME development,
37

 a number of public institutions are providing 

direct and subsidized non-financial services - also known as Business Development Services 

(BDS) to SMEs.
38

 The objective is to provide targeted subsides for market development to 

specific market failures. Key agencies include: SMEDA that targets firms with less than 50 

employees;
39

 Enterprise Mauritius caters to export-oriented firms and the National Women 

Entrepreneur Council which is similar to SMEDA, but with a special focus on firms led by 

women. The Development Bank of Mauritius (DBM), established to respond to the financing 

needs of SMEs, provided different loan schemes. GoM also set up an abundance of 

Development Funds catering for the needs of several sub-segments.
40

  The performance and 

results of these public sector institutions, however, have been less than satisfactory. 

 

9. Doing Business:  Substantial progress has been made in the business environment. 

Mauritius has received high ratings as an investment and business location, was ranked 23
rd

 

out of 183 countries in the ease of doing business (Doing Business Report, 2012). It continues 

to be the top ranked African country although it has regressed by two places in the global 

ranking.  The World Bank ranks Mauritius as the best country in Africa in which to do 

business, rating it even above South Korea, France and Chile. The following table presents the 

                                                 
36

Hallberg, K (2000), A Market-Oriented Strategy For Small and Medium-Scale Enterprise, IFC, Discussion 

Paper No. 40. 
37

 Jenders, S. This work was commissioned by the Ministry of Industry, Science and Research (MoISR) and 

supported by the Agence Francaise de Developpement (AFD). As part of this work, a qualitative and interview-

based survey of SMEs has been undertaken from June-August 2008. 
38

 This includes a wide variety of services such as marketing and information services; mechanisms to improve 

business linkages through subcontracting, franchising, and business clusters, technology development and 

diffusion; and human resource management. 
39

 SMEDA provides services related management training, export assistance, technology and export awards, 

management guides, in-house consultancy services, business counseling; and a number of grant schemes. 
40

 The coverage of these programs is understood to be wide. The financial assistance landscape includes some 12 

funds/schemes, from the Enterprise Development Fund, SME Partnership Ltd., Empowerment Fund to the 

Tourism Development Fund, Manufacturing Adjustment & SME Development Fund, to agro-industry schemes 

and schemes under the Empowerment Program. 
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results of the just released Doing Business Report 2012 for Mauritius and compares that with 

its SADC
41

 peers and the best performing countries worldwide.  The Government‘s goal is to 

reach to top 10 Doing Business rank in the world by 2015.  

Table 3: Mauritius Doing Business Ranking 2012 

  2011 2010 

Best 

Performance 

in SADC 

Best 

Country in 

SADC 

Best 

Performance 

Overall 

Best Country 

Ease of Doing 

Business (overall rank) 23 21 23 Mauritius 1 Singapore 

Time to Start a 

Business (days) 12 15 6 Mauritius 1 New Zealand 

Time to deal with 

permits (days) 107 136 136 Mauritius 25 Singapore 

Time to Register 

property (days) 22 26 16 Botswana 1 Norway 

Tax payments (number 

per year) 7 7 7 Mauritius 3 Maldives 

Time to pay taxes 

(hour per year) 161 161 76 Seychelles 0 Maldives 

Documents to import 

(number) 6 6 5 Seychelles 2 France 

Documents to export 

(number) 5 5 4 Madagascar 2 France 

Time to enforce a 

contract (days) 645 645 270 Namibia 150 Singapore 

Time to close a 

business- bankruptcy 

(years) 1.7 1.7 1.5 Namibia 0.40 Ireland 

Getting credit – 

strength of credit 

information index (0-

10) 3. 3 6 South Africa 6 UK 

Protecting Investors – 

Strength of  investors 

protection index (0-10) 7.7 7.7 8 South Africa 9.7 New Zealand 

Source:  Doing Business 2012 Reports 

 

10. The performance of Mauritius remained more or less steady between 2010 and 2011, 

with improvements in a few categories such as amount of time it takes to register property.  

Mauritius remained the best overall performer in the SADC region, although gains could be 

made in a number of categories of the ranking, such as getting credit, construction permits, 

closing a business and enforcing contract. The Government, nonetheless, remains committed 

towards private sector and, in particular, SME growth. In consecutive budgets, including the 

recent November 2011 Budget, several measures and incentives have been articulated aimed 

at sharpening the competitive edge of the Mauritius firms by improving the business 

environment, facilitating the flow of business services, improving access to finance to SMEs, 

and opening up of opportunities for businesswomen.   

 

                                                 
41

 SADC region compromises Angola, Botswana, the Democratic Republic of Congo, Lesotho, Madagascar, 

Malawi, Mauritius, Mozambique, Namibia, South Africa, Swaziland, Tanzania, Zambia and Zimbabwe.  
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11. Unfinished agenda: The GoM‘s agenda for fostering industry productivity and 

competitiveness, nonetheless, is work-in-progress. While among the most competitive and 

successful economies in Africa, Mauritius ranks 54
th

 out of 142 countries compared to 2nd for 

Singapore; 4
th

 for Finland; 11
th

 for Hong Kong SAR, China and 31
th

 for Chile, according to 

the Global Competitiveness index (2011-2012). Competitiveness agenda thus remains centre 

piece to achieving Government‘s program of reforms. 

 

Figure 1: Mauritius – Perceptions Indicators 

 
Source: Mauritius Enterprise Survey, 2009 

 

 
PILLAR 1:  ENTERPRISE GROWTH AND COMPETITIVENESS  

 

12. The entry of new firms, their expansion in the initial years of life, and the exit of 

weak or obsolete firms
42

 is part of firm dynamics. Research based on firm-level data supports 

this assertion that the continuous process of reallocation of resources plays an important role 

for aggregate productivity and output growth.
43

 Improving entry, survival and growth of 

innovative and entrepreneurial firms and facilitating firm exit are, thus an important part of 

the ―creative destruction‖ process that underpins economic growth.   

 

13. Facilitating firm entry, growth and survival: To achieve this objective, the policy and 

institutional set up of an economy - which in turns determines the quality of the business 

environment - must be globally competitive. Over time Mauritius has moved from a first-

generation of reforms to a second and third generation reform environment where 

coordination among multiple ministries/agencies as well as broader institutional capacity in 

the public sector is needed.  

 

14. Demand for BDS Services: Table 4 shows that a smaller percentage of Mauritius firms 

offer formal training to their employees than is average in Sub-Saharan Africa, despite the 

status of Mauritius as a middle income country.  Similarly, a lower percentage of firm 

employees receive this training in Mauritius relative to other Sub-Saharan Africa countries.   

 

15. SMEs continue to identify major gaps in the areas of product and market 

development support, up-grading skills and training, standards and quality certification, and 

                                                 
42

 Refer to Porter 1990; Audretsch 1991; Nickell 1996; Klapper, Laeven, and Rajan 2006. 
43

 See Bartelsman, Haltiwanger, and Scarpetta 2009. 
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finance (AFD, 2008). Most enterprises anticipate skills shortages primarily in middle 

management, technical and professional positions for 2008. This pattern is expected to 

continue in the short and medium term.   

 

Table 4: Mauritius - Standards & Training across Countries and Firm Size 

 % of Firms With 

Internationally-

Recognized 

Quality 

Certification 

% of Firms with 

Annual Financial 

Statement 

Reviewed by 

External Auditor 

% of Firms 

Offering 

Formal 

Training* 

% of Employees 

Offered Formal 

Training* 

Mauritius 11.14 59.45 25.58 37.37 

India 22.51 59.59 15.93 .. 

Madagascar 8.65 48.03 27.03 31.50 

South Africa 26.36 71.69 36.76 62.41 

Sri Lanka .. 85.75 32.55 .. 

Vietnam 11.40 16.40 44.04 .. 

Sub-Saharan Africa 11.70 41.70 30.50 51.40 

 % of Firms 

With 

Internationally

-Recognized 

Quality 

Certification 

% of Firms with 

Annual 

Financial 

Statement 

Reviewed by 

External 

Auditor 

% of 

Firms 

Offering 

Formal 

Training 

% of 

Employees 

Offered 

Formal 

Training* 

Small 1% 41% 8% 42% 

Medium 9% 62% 39% 45% 

Large 
27% 93% 63% 39% 

Source: Mauritius Enterprise Survey, 2009 

 

16. In this context, the Government has undertaken several ―market completing‖ 

interventions,
44

 focusing on skills and training, technology development, and information 

services gaps. In line with GoM‘s emphasis on SME development, a number of public 

institutions are providing non-financial services - also known as Business Development 

Services (BDS) to SMEs. The BDS programs cover a gamut of services including training and 

skills development; hand-holding services like business planning and coaching; product 

development and marketing support, quality control and standards, and support in technology 

upgrading.  

 

17. Current Supply of BDS Services: The Ministry of Business, Enterprise and 

Cooperatives (MoBEC) that targets SME development has three institutions that offer BDS 

                                                 
44

Hallberg, K (2000), A Market-Oriented Strategy For Small and Medium-Scale Enterprise, IFC, Discussion 

Paper No. 40. 
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programs i.e. the Small and Medium Enterprise Development Authority (SMEDA),
45

  the 

National Women Entrepreneurs Council (NWEC),
46

 and the National Institute for 

Cooperative Entrepreneurship (NICE).  Each of the three institutions manage SME programs 

that have common themes.  

 

18. In spite of the multiple SME initiatives and substantial resources dedicated by the 

Government for BDS, results have been less than satisfactory. Part of the reason behind this 

less than satisfactory performance is that publicly provided BDS in Mauritius tend to be 

generic, supply-driven, and of poor quality. While firms are well-informed about available 

support programs, recent work indicates that existing support is regarded as less than 

satisfactory, and there is ample room to enhance uptake.  Most of the programs are considered 

as not meeting market needs of SMEs today, and are of mixed quality.
47

 BDS providers often 

lack information on international markets for inputs and sales, on domestic suppliers, 

purchasers and market trends as well as lack manpower with appropriate skills to encourage 

technology absorption and diffusion among the manufacturing and services industry.  The 

effectiveness of these programs is further hampered by coordination challenges among the 

multiple agencies and between programs with overlapping objectives, roles and cumbersome 

procedures. There is widespread agreement - both within the private and public sector - that a 

multiplicity of service providers with overlapping roles and responsibilities hinders the ability 

of firms to identify and obtain the required support.
48

  Fragmented BDS assistance programs 

to small enterprises raise the overall cost and reduce effectiveness of the programs. 

 

19. Cognizant of the shortcomings, MoBEC piloted a new Mauritius Business Growth 

Scheme (MBGS) in 2010 that provides BDS on a market driven platform. Preliminary results 

indicate that the new model is working well. Going forward, MoBEC intends to undertake a 

strategic reorientation of its SME programs that is harmonized with the workings of the 

MBGS. Towards this end, MoBEC shall be seeking Cabinet-level endorsement by end of this 

year. 

 

20. Facilitating firm exit: With firm exit being a necessary condition for economic 

growth, there is a need to reduce the barriers to close a business and establish a cost effective 

and efficient regime to allow business to exit a market or give the possibility of rehabilitating 

the businesses without forcing them into bankruptcy. Given the high rate of defaults and 

insolvency, the Report on the Observance of Standards and Codes (ROSC) on Insolvency and 

Creditor rights Systems for Mauritius, carried out in March 2004 recommended the revamp of 

the legislative framework with a consolidation of corporate and individual insolvencies.  The 

process for corporate insolvencies for the winding up, receivership and liquidation of 

companies were dealt with in the Companies Act 1984 and the parts relating to these 

processes were not addressed when the Companies Act was reviewed in 2001.  Individual 

                                                 
45

 SMEDA targets firms with less than 50 employees, and provides services related management training, export 

assistance, technology and export awards, management guides, in-house consultancy services, business 

counseling; and a number of grant schemes.  
46

 National Women Entrepreneur Council is similar to SMEDA, but with a special focus on firms led by women. 
47

 Different organizations use different ‗operational‘ definitions of SMEs based generally on number of 

employees and/or on turnover. This not only obfuscates operational and monitoring matters, but makes it more 

difficult to tailor and target interventions.   
48

 For details pl. refer to Jenders (Nov. 2008), Mauritius: Industrial and SME Strategy, Final Report. For an overview of 

services offered and functions performed by existing institutions, see Table 11 (p. 39 of main text; for detailed review Annex 

9. 
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insolvencies were dealt with in two separate statutes namely the Bankruptcy Ordinance of 

1888 and the Insolvency Act of 1982.  The Insolvency Act of 1982 which was essentially the 

Insolvency Ordinance of 1856 dealt with the insolvency of individual non-traders while the 

Bankruptcy Ordinance of 1888 dealt with the insolvency of individual traders.  Part of the 

insolvency was also dealt with in the Civil Code and governed by many laws, including the 

outmoded law for trader (1888) and company legislation that supported a variety of 

procedures for voluntary and compulsory winding-up. The main observations of the ROSC 

was that (i) the legal framework for corporate insolvency was too heavily biased towards 

liquidation and was, therefore, not responsive to the needs of modern industry; (ii) even if the 

institutional framework for ICR was strong as it relates to the supervisory function of the 

courts, it was weak with regard to regulatory institutions, particularly those that relate to the 

regulation of insolvency practitioners; (iii) although, in practice, banks were proactive in 

pursuing informal workouts, these practices were being inconsistently applied.   

 

21. In 2004, following a dissemination workshop on the ROSC, the Ministry appointed 

a New Zealand barrister to assist in the drafting of the insolvency legislation (Draft 

Insolvency Bill 2005) that would address the deficiencies highlighted in the ROSC report. 

The Bank was requested to provide technical assistance to make certain that the Insolvency 

Bill satisfies the main recommendation of the ICR ROSC for improving the insolvency 

system and complies with the international standards in the field of insolvency.  The Bank 

provided technical assistance to the drafting of the bill in 2008.   
 

PILLAR 2:  IMPROVING ACCESS TO FINANCE 

 

22. Overview: Mauritius is well-served by a vibrant commercial banking sector, with 

many individuals having more than one bank account.  The banking sector comprises a total 

of twenty banks. The three largest commercial banks (CB) are the Mauritius Commercial 

Bank (MCB) with market share of roughly 45 percent, the State Bank of Mauritius (SBM) 

with 25 percent market share, followed by Barclays Bank with around 12 percent market 

share.  CBs also offer leasing products. MCB offers import and export factoring via MCB 

Factors. 

 

23. Although a higher percentage of Mauritius firms use banks to finance investments 

than in other countries, one-third of firms identify access to finance as a major constraint, and 

this constraint appears to be particularly challenging for small firms. In particular, access to 

finance continues to be perceived as a constraint for SME growth. The latest Mauritius 

Enterprise Survey (2009) indicates that nearly all enterprises hold checking or saving 

accounts, and one of two firms has a loan from a bank.  

 

24. The overall financial intermediation picture yields a relatively well-banked view; there 

is some, albeit small difference amongst the various segments. Large corporate sector have 

little or no problem in sourcing funding. CBs are already lending substantially to SMEs using 

up-to-date techniques, and forecast 15-20 percent growth in this business.  SME can typically 

access short-term and longer-term financing although may be relatively more constrained than 

large firms.  
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25. Further analysis indicates that the issue may be also linked outside the credit market, 

underlining demand side constraints.
49

 Although Mauritius is relatively well banked, nearly 

50 percent of small and medium sized firms lack annual financial statements reviewed by 

external auditors, which limits their capacity to solicit credit. Commercial banks highlight 

lack of capacity for SMEs to prepare bankable projects without technical support, as a major 

impediment. The problem of access to finance for SMEs in Mauritius thus most likely stems 

from both the demand and supply side of the financial sector market. 

 

26. Directed and subsidized credit programs by public sector institutions have done little 

to achieve the fundamental objective of increasing the access of small enterprises to financial 

services. This apparent dichotomy can partly be explained by lending instruments and 

schemes that do not fully align with the needs of SMEs. The Government schemes and 

programs have not done well as indicated by the low utilization rate of the existing financial 

support schemes and to the significant volume of non-performing loans made by public sector 

outlets to the SME sector.  They may have often fostered a ‗non-payment culture‘ among 

enterprises. The poor performance of the Development Bank of Mauritius (DBM) is a case in 

point. 

  

27. The GoM commissioned a restructuring study on DBM in 2008, undertaken by the 

International Financial Consulting Group of Canada (IFCC).  The IFCC Report (2009) 

provides a detailed diagnostic of the institution, and the development of a road map to 

restructure the operations of the Bank. Key weaknesses identified include (i) a lack of clear 

objectives, mission and strategic direction; (ii) weak corporate governance; (iii) structural 

losses in all business lines except industrial real estate; (iv) negative net worth and reliance on 

funding from public sector entities; (v) poor asset quality; (vi) weak risk management and 

internal controls; (vii) serious liquidity, interest rate and forex exposures; (viii) a high 

operational risk profile; (ix) no visible role as a catalyst or facilitator with other public or 

private institutions serving the SME sector; and (x) a tainted reputation and brand name, with 

a perceived high level of political interference IFCC Report. The report makes clear that 

maintaining the status quo is not a viable option.  DBM is already insolvent, and continued 

operating losses could lead to a liquidity crisis where the Bank would not be in a position to 

meet its obligations.  The IFCC proposed six policy options for the DBM restructuring,
50

 

including turning DBM into a full-fledged commercial bank.   

 

28. Restructuring of the DBM is underway. Given the generally poor performance of 

the loan portfolio and to better respond to its policy development objectives, the Government 

decided to restructure the DBM in 2008. As part of this exercise, MoFED commissioned a 

study, conducted by the International Financial Consulting Group of Canada (IFCC) to carry 

out a detailed diagnostic of DBM and to develop a road map to restructure the operations of 

DBM. Government announced that they are looking for a specialized Private Financial 

Institution to undertake the transformation of the DBM into an MSME Bank (Budget Speech, 

November 2011). 

 

                                                 
49 The factors behind Doing Business ranking – with Mauritius standing 78th out of 181 economies in the Getting Credit 

Indicator – also highlight issues outside the financial sector (Doing Business, Mauritius 2012). 
50The six options proposed were: (i) do nothing, (ii) keep DBM as it is but spin off the industrial parks and properties, (iii) 

turn DBM into a full-fledged commercial bank, (iv) convert DBM into a Development Finance Agency, (v) Development 

Finance activities as part of a Development Agency/soft liquidation of DBM, and (vi) hard liquidation. 
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29. The management of DBM supports the view that DBM should be transformed into a 

fully-fledged commercial bank focusing on the macro, small and medium enterprise sector 

and falling under the preview of the Bank of Mauritius. The new entity would necessitate a 

review of its structure, process, skills set and risk management framework to allow it to fulfill 

the proposed mandate of an SME focused financial institution.  Furthermore, certain key 

strategic issues remain to be clarified regarding (i) obtaining a full banking license which 

would result in the new entity being regulated by the Bank of Mauritius; (ii) non financial 

assets held on the Balance sheet of the Bank, (iii) non-performing financial assets, (iv) re-

skilling and up-skilling of middle management and operational staff aligned with the SME 

focused mandate.  

 

PILLAR 3 - PROMOTING ICT AND E-GOV FOR ENHANCING COMPETITIVENESS 

AND TRANSPARENCY 

 

30. The nascent competition coaxed along by open access policies seems to be working.  

At present, several of the major access providers have launched a development plan for their 

networks to ensure that they can continue offering the latest services on a competitive basis. 

Among the front-runners are Mauritius Telecom Ltd (MT) and Emtel Ltd, with the former 

having already embarked on its NGN (next generation network) upgrade in its core network, 

while the latter has already deployed a fiber optic cable network in several parts of the island.  

As regards the actual capacity available in terms of outgoing international Internet bandwidth, 

the latter stands at some 2,728 Mbps as at October 2010, having experienced a nearly twenty-

fold increase over the period 2005 to 2010, as compared to 116 Mbps in 2005.   

 

31. Mauritius Telecom has a near monopoly on fixed, wireline infrastructure to nearly all 

homes and a vast majority of businesses.  This translates to a near monopoly in providing 

broadband Internet services to consumers and business in Mauritius. MT is at present the sole 

provider of domestic leased circuits, commercialized as digital leased lines, across the island. 

Prices have been mostly unchanged, with a 2 Mbps connection priced at a minimum of Rs 

7000 to a maximum of Rs 58,500 per month, depending on the distance between the two end 

points of the circuit. Yet again, this service is offered as part of the copper wire based 

backbone of MT. 

 

32. While the lack of price reductions does not offer as optimistic picture in the domestic 

connectivity market as it did in the international market, ICTA has received numerous 

expressions of interest, and eventually applications for Network Services Provider (National) 

licenses, to deploy fiber backbones and WiMAX-based backbones respectively. It is 

anticipated that the eventual deployment of the said infrastructures in the future, will generate 

the necessary competitive reactions in this market segment, such that the prices of domestic 

connectivity will be far more affordable than the present levels. 

 

33. Broadband Internet, defined as Internet connectivity at speed of at least 256 Kbps, was 

introduced in 2002. In 2010, the number of broadband Internet subscribers was 257,000. 

Subscribers had access to the service through Digital Subscriber Line (DSL) connection, 

mobile cellular telephone, using General Packet Radio Service (GPRS) including the Wireless 

Application Protocol (WAP), and the third Generation of Mobile telephony (3G).  These 

technologies provide domestic connectivity to consumers and businesses. 
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34. With respect to international connectivity, while an international consortium owns the 

three cables that land on the island nation, MT owns the two landing stations, affording a 

monopoly to the facilities required to connect these cables to Mauritius.  However, MT has 

agreed to offer all comers nondiscriminatory access to these landing stations at rental rates 

made public to all and based on what was negotiated with MT‘s largest rival in the domestic 

market, Emtel.  

 

35. Prices are falling for international connectivity, especially over the period 2005 to 

2010, as indicated in Table 5 below, with the reduction in price over the 5-year period has 

been approximately 67 percent.  It must be said as well that several of these reductions were 

facilitated by regulatory determinations of ICTA and applied to MT, providing evidence that 

the regulator has so far established some modicum of effectiveness.  In addition, the threat of 

entry, as new submarine cables are being laid and there is continued talk of constructing 

alternative landing stations, provides market discipline as well.  

 
Table 5:  – Reduction in the price of full circuit International Private Leased Circuits 

 
Source: ICTA 2011 

 

36. While there has been success in reducing the access to international circuits, a similar 

picture is applicable in terms of bilateral half circuits over an identical period, with an average 

reduction of 69 percent over the selected routes. An additional average decrease ranging from 

16 to 24 percent has been achieved in beginning 2011, as approved by the ICTA. In terms of 

total international bandwidth capacity which currently stands at nearly 3,390 Mbps in 2010, 

there has again been a twenty-fold increase compared to its initial level in 2005. 

 
Table 6: Reduction in the price of half circuit International Private Leased Circuits 

 
Source: ICTA 2011 

 

37. While domestic and international connectivity market performance trends are positive, 

regulators are concerned that the privileged position afforded to MT can stunt growth and 

investment and slow progress toward better performance.   While there are reasons for 

concern, in this particular market, structure does not dictate market performance.  In other 

words, while the incumbent MT enjoys the privilege of near monopoly in these segments of 

the market (structure), trends and conditions in pricing and investment (performance) do not 

reflect the exercise of that monopoly power. As has been highlighted: 
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 Network access providers have already embarked on plans to upgrade their network 

capacity and efficiency and there are new entrants as well;
51

 

 New infrastructure deployments are in the pipeline – especially fiber and WiMAX; 

 The international and national bandwidth capacities available to the country are set for 

additional and significant increases; and 

 The cost of international and national capacity has been on the decline for the past five 

years, with further reduction earmarked for 2011. 

38. In order to ensure continued growth and investment though Government vigilance 

over a market dominated by one dominant operator, the first proposed DPL prior action 

advises the Government to approve the National Broadband Policy.  The policy objectives 

are: 

 To achieve robust competition and, as a result maximise consumer welfare, innovation 

and investment. 

 To ensure efficient allocation and management of scarce resources, such as spectrum, 

facilities (e.g. poles), and rights-of-way, to encourage network upgrades and 

competitive entry. 

 To reform current universal service mechanisms to support universal deployment of 

broadband in even high-cost areas and ensure that low-income Mauritians can afford 

broadband. 

 To support efforts to boost adoption and utilization of broadband. 

 To facilitate reform to laws, policies, standards and incentives to maximize the 

benefits of broadband in sectors where Government influences significantly, such as 

public education, health care and Government operations. 

39. ICTA‘s initiative to regulate the ICT sector using Significant Market Power (SMP) 

authority is an important initiative.  Doing so addresses several issues particularly pertinent to 

the Mauritian ICT sector; namely (i) a market structure in which MT has near monopoly over 

important segments of the broadband market; (ii) market performance trends that are 

generally positive and signal that nascent competition is starting to take hold; (iii) difficult 

and thorny issues in the implementation, enforcement and monitoring of alternative regulatory 

tools that address monopoly power; and (iv) averts perverse incentives that other regulatory 

measures provides the monopolist‘s rivals to hive off the most lucrative parts of the ICT 

market while leaving the monopolist to service the less lucrative parts (cream skimming).  

The structure and price performance was addressed above highlight the benefits of SMP over 

other regulatory options and why this tool avoids cream skimming.  

 

40. New significant market power rules being discussed in Mauritius would do away with 

telecoms-specific legislation, and instead apply a more general antitrust (US) or competition 

policy (Europe and the rest of the world) approach. The ICT business is divided into specific 

markets, such as fixed-line voice, mobile, broadband, residential and business and even 

geography and any company that appears to be exploiting significant market power in any 

market can have various remedies imposed upon it. The new rules should give the regulator 

more flexibility.  The local loops, or the wires that run from telephone exchanges into homes 

                                                 
51 On October 14, it was reported that the Minister of Information and Communication Technology (ICT) announced the 

arrival of the Indian operator Bharat Telecom ( known as BHARAT SANCHAR NIGAM LIMITED in India ) on the 

Mauritian market which will enable Mauritians to benefit very good offers of 10 megabits per second (Mbps) for only Rs 280 

per month. 
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and offices, is most likely connectivity market in which MT may enjoy significant market 

power. 

 

41. Under the SMP framework, conduct is sanctioned only when it amounts to abuse by 

firms that possess substantial levels of market power.  The level of market power necessary to 

attract intervention is commonly referred to as ‗dominance‘.  A number of qualitative and 

quantitative factors are commonly taken into account when assessing whether a level of 

dominance in the marketplace has been reached.  These generally include:  

 

 Market share; 

 Barriers to entry;  

 The overall size of the firm;  

 Technological advances or superiority; and  

 The absence of or low countervailing buying power. 

42. The application of SMP authority rest largely on two fundamental concepts: market 

definition and dominance.  Market definition is important in two respects.  Firstly, it is 

necessary to define a ―relevant market‖ in order to establish if a firm has a dominant position 

in the market.  Secondly, it provides the context for a market concentration analysis against 

which the competition implications of mergers and acquisitions can be assessed.  Market 

definition analysis is typically done on an ex post basis in the former case while on a forward-

looking basis in the latter.  

 

43. In general, there are usually two dimensions to the market, a product dimension and a 

geographic dimension.  These are typically defined on the basis of demand and supply 

substitution possibilities.  A widely accepted practice begins with the application of a 

―hypothetical monopolist test‖.  Here the authority performing the analysis determines what 

substitution would take place if there were a small but significant non-transitory increase in 

the price (SSNIP) of a product or service.  While the significance of the price increase 

depends on each individual case, price increases of between 5 to 10 percent are normally 

applied.  Products to which consumers would switch to in response to this increase would be 

included in the product market while the area over which this substitution can take place 

determines the geographic scope of the market. 

 

44. As the description of this SMP authority indicates, behavior or conduct, not structure 

is sanctioned.  Since each market is well-defined, the conduct of firms in that market can be 

readily determined.  That means that the regulatory sanction will be influenced by the 

behavior that it wants to address.  Unlike other regulatory tools such as unbundling and 

structural separation of the incumbent where they are designed and implemented based on 

past performance of the market, SMP authority allows the regulator flexibility to react to 

recent market performance and does not constrain its actions since it does not prescribe the 

regulatory remedy ex ante.  Furthermore, if there is a mistake made by the regulator, it is 

made to one market, not all markets. Lastly, as the regulator is required to monitor the 

markets in which they have intervened, these mistakes can be easily realized and corrected. 

 

45. Most importantly, exercising SMP authority to regulate markets that require it allows 

the regulator to react to technological changes that may affect behavior.  The most obvious 

case of this is wireless technology that is changing the natural monopoly characteristics of the 
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wireline local loop. Point-to-point Internet connection services represent the wireless 

substitute to wireline broadband. Such services have been deployed in Mauritius by Emtel 

through its investment in a WiMAX network.  WiMAX makes use of radio frequencies to 

operate at broadband speeds, bypassing the need to install underground wired infrastructure. 

A 2 Mbps connection with guaranteed bandwidth is presently commercialized at Rs 51,199 

per month, almost 60 percent cheaper compared to an identical wired connection.  In addition, 

as was previously mentioned, ICTA has received interest in numerous licenses to deploy 

WiMAX backbones, so it is likely that prices will soon fall and the MT will have to follow 

suit with its wireline offerings.  

 

46. Finally, regulating conduct though SMP authority addresses the thorny issues of cream 

skimming.  Cream skimming in the ICT market, for example, occurs when the regulator does 

not make distinctions across markets and regulates the monopolist with rules that apply to all 

markets.  If the regulator requires the monopoly to lease lines to potential entrants at the same 

regulated rate across all markets, entrants have every incentive to take those regulated rates 

and hive off the more lucrative parts of the market, the cream usually found servicing 

business densely packed in the urban center, while leaving the incumbent unrivaled servicing 

lines in the least lucrative markets—poorer households located in more remote areas.   

 

47. The allocation and re-allocation of spectrum through market mechanisms would be 

another important reform to increase competition in markets where SMP may exist.  This 

would go a long way to achieving a competitive and efficient broadband market through 

wireless technologies.  At present, those incumbents that have spectrum allocations have little 

incentives to use that spectrum as wisely or move to other bands if more efficient users of 

spectrum enter the market.  Prices for spectrum do not exist; therefore an efficient market for 

spectrum does not either.   

 

48. Historically, ICTA‘s approach to allocating spectrum has been to formulate policy on 

a band-by-band, service-by-service basis, typically in response to specific requests for service 

allocations or station assignments in line with the ITU allocation plan. This approach has the 

limitation of being ad hoc, overly prescriptive and unresponsive to changing market needs. 

The use of wireless broadband is growing rapidly, primarily in the area of mobile 

connectivity, but also in fixed broadband applications. Key drivers of this growth include the 

maturation of third-generation (3G) wireless network services, the development of smart-

phones and other mobile computing devices, the emergence of broad new classes of 

connected devices and the rollout of fourth-generation (4G) wireless technologies such as 

Long Term Evolution (LTE) and WiMAX. 

 

49. The progression to 4G technologies may require appropriately sized bands, including 

larger blocks to accommodate wider channel sizes. The rollout of advanced 4G networks 

using new versions of LTE and WiMAX technologies will also intensify the impact on mobile 

broadband networks. The next generation of mobile broadband networks will support higher 

data throughput rates, lower latencies and more consistent network performance throughout a 

cell site.  

 

50. Success of such alternatives to wireline broadband, like WiMAX, will depend on 

access to spectrum allocated by the Government. Spectrum plays an important role in the 

economics of broadband networks. By ensuring spectrum is allocated and managed as 
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efficiently as possible, the Government can help reduce the costs borne by firms deploying 

network infrastructure, thus encouraging both competitive entry and increased investment by 

incumbent firms.  

 

51. The growth of wireless broadband will be constrained if ICTA does not make 

spectrum available to enable network expansion and technology upgrades. In the absence of 

sufficient spectrum, network providers must turn to costly alternatives, such as cell splitting, 

often with diminishing returns. If Mauritius does not address this situation promptly, scarcity 

of mobile broadband could mean higher prices, poor service quality, an inability for the 

country to compete internationally, depressed demand and, ultimately, a drag on innovation. 

 

52. Therefore, the ICTA must maintain a forward-looking perspective as it evaluates 

reallocations or other rule changes that will make more spectrum available for broadband. In 

general, a voluntary approach that minimizes delays is preferable to an antagonistic process 

that stretches on for years. However, the Government‘s ability to reclaim, clear and re-auction 

spectrum (with flexible use rights) is the ultimate backstop against market failure and is an 

appropriate tool when a voluntary process stalls entirely. While flexibility in spectrum use is 

valuable, flexibility in access to spectrum can be just as important.  

 

53. As a result, spectrum policy requires reform to accommodate the new ways that 

industry is delivering wireless services. These reforms include making more spectrum 

available on a flexible basis, including for unlicensed and opportunistic uses. Given the length 

of the spectrum reallocation process, these reforms should reflect expectations of how the 

wireless world will look over the coming 10 years. These spectrum policy should also ensure 

that there is sufficient, flexible spectrum that accommodates growing demand and evolving 

technologies especially in the light disruptive technology transformations that happen once 

every 10 to 15 years and the mobile broadband convergence, involving Internet computing 

and mobile communications, as well as more transformative breakthroughs that may not even 

be envisaged at this point in time.  

 

54. Finally, effective regulators most commonly associated with independence. The 

rationale for establishing independent, often sector-specific, regulatory institutions is based on 

ensuring non-discriminatory treatment of all players in the liberalized market. The emphasis 

on non-discrimination arose from four sources which, in part, reflect different constituencies 

in the market. These four broad imperatives are to ensure that: 

 

 Cooperation is enabled in a competitive environment to ensure that a level playing 

field exists between unequal entities in the marketplace; 

 All equipment suppliers are treated equally where the market is dominated by a single 

buyer with strong pre-existing relationships with suppliers; 

 All new entrants and investors in the telecommunications service sector are treated 

equally by the dominant competitor, who will be a supplier of inputs (e.g., 

interconnection) to the businesses of the new entrants; and 

 All customers have a ―voice‖, and their complaints and interests receive an adequate 

response. 

55. Addressing non-discrimination involves building confidence in and the legitimacy of 

an ―independent‖ regulatory institution. The central issue is establishing a functioning, 
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enabling environment consisting of the regulator(s) and regulations that will attract sufficient 

and sustainable investment to satisfy existing demand, expand supply and introduce new 

services. Independence stimulates investor confidence and reduces regulatory risk. 

 

56.  For the reasons stated immediately, there may be a need to initiate an institutional 

review whose aim is to design an effective, independent regulator whose responsibilities are 

well-defined and will not be unduly influenced by other public institutions that promote the 

sector or set its policies.  

 

E-Government Component:  

57. The Bank supports the Government‘s efforts to finalize implementation of its National 

Information Security Strategy (NISS) by adopting widespread use of the public key 

infrastructure to execute secure e-transactions.  The NISS reflects the Government‘s 

commitment to addressing information security concerns.  A number of activities under 

various projects were undertaken by Mauritian Computer Security Incident Response Team 

(CERT-MU) and the IT Security Unit (ITSU). ITSU is already providing IT Security 

measures for all new and existing e-Government projects. 

 

58. The Information and Communications Technologies Authority (ICTA) of Mauritius 

has set up the framework for the adoption of the Public Key Infrastructure (PKI). In order to 

enable a secure electronic transactions operating environment, the Electronic Transactions Act 

was amended and the Electronic Transactions (Certification Authorities) Regulations 2010 

came into effect on 1st December 2010, providing for the licensing framework as well as the 

regulation of Certification Authorities (CA) activities in Mauritius. Parts of the Electronic 

Transactions Act have also been proclaimed to enable ICTA to exercise the powers of the 

Controller of Certification Authorities (CCA) and make the PKI operational. It is an important 

step in providing for safe, trusted and secure electronic transactions and establishing 

Mauritius as a trusted hub for e-commerce.  

 

59. Finally, there is a Data Protection Commissioner in Mauritius who is responsible for 

upholding the rights of individuals as set out in the Data Protection Act, 2004.  This Act and 

its Commissioner ensures that personal data is held, processed and disseminated in 

accordance with the law. The primary mission of the Data Protection Office (DPO) is to 

ensure that those who keep personal data comply with the provisions of the Data Protection 

Act (DPA) in order to safeguard the privacy rights of all individuals. The DPO has a wide 

range of enforcement powers to ensure that the principles of data protection are observed. 

 

60. While all of these initiatives are substantial steps forward in the area of information 

security and protection, more will have to be done to ensure public acceptance of 

Governments‘ website capacity to execute secured online transactions. However, the overall 

implementation of an integrated robust National Information Security Strategy that is required 

to do this is still in progress. Due to some systemic weaknesses, such as the absence of 

compliance mechanism or enforceability, coupled with a shortage of funds for recruiting 

additional manpower, the NISS has yet to gain momentum within the Government and the 

private sector to execute secure online transactions.  In order to give momentum to the 

Government‘s data and information security initiatives. ICTA will take steps to ensure the 

widest adoption of the PKI technology. 
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61. However, more systematic and steady progress is once again hindered by the 

institutional arrangements.  With respect to implementation and enforcement, the task of 

providing seamless, end-to-end secured transactions on a uniform e-Government system is 

difficult in an uncoordinated system.  There is a need to streamline under a single IT security 

window system whereby all the IT security related guidelines, policies, and standards are 

monitored, and harmonized, and coordinated.  

 

62. In order to give momentum to the Government‘s data and information security 

initiatives, the setting up of a national coordinating committee, as an umbrella body, for 

coordination and implementation of all the IT security related issues in the country may be 

required. A  report, funded by the African Development Bank, that provides an update on how 

well the Government is doing on following through with its own National Information and 

Communication Technology Strategic Plan (NICTSP) made this same recommendation.  

They also recommended that the National IT Security Committee be created to look after the 

IT Security aspects at all levels.  

 

63. To their credit, the Government of Mauritius has computerized many activities and 

data and put online a number of transactions that can now be performed online.  For example, 

a substantial number of applications have been developed, launched and are available at the 

Mauritius Government Web Portal, where users can access Government information and 

online services. According to the NICTSP report, there are 53 online applications that users 

can access and use.  All online transactions are encrypted and secured.  A survey conducted 

by National Computer Board indicates that the Government Online Centre (GOC), hosts some 

175 websites including Ministries, Departments and Parastatal bodies—an increase from only 

86 websites in 2005. Applications submitted online for e-services like Learner‘s Driving 

Licenses have increased from 1,868 in 2005 to 32,149 in 2009.  

 

64. Some of the initial e-Government services, however, have tended to be supply driven 

and not fully assess the needs and expectations of the different target groups. For example, 

electronic tax filing was one of the most prominent services offered by the Government of 

Mauritius.  However, in order to get sufficient uptake to make it viable, the Government had 

to resort to making it compulsory mandate that all citizen use the electronic service to file 

their taxes.  This may have been a sign of impatience at the rate of uptake from its citizens by 

the GoM, but it may also be a signal that the service offerings were not as demand driven as 

they might have been had a better assessment of client needs was informed of the deployment 

of this service.   

 

65. To avoid continued supply-driven approaches, the GoM may want to initiate a demand 

survey for e-Government services. Such a survey would:  

 

  Identify the use, needs, and areas of interest and priorities of the different target 

groups regarding e-Government; 

 Carry out an inventory and analyze existing online services to identify gaps and 

overlaps; and 

 Evaluate supply and demand, with regard to priorities in digital development. 
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66. Finally, the survey should probably be designed and implemented in such a way as to 

be able to be used as basis to measure progress and the evolution of demand as subsequent 

surveys are implemented to follow up on the findings of the first survey.  

 

67. The NICTSP review also found a number of institutional capacity constraints that may 

threaten the next phase and the continued success of implementation of the e-Government 

initiative.  One way to address these constraints would be for increased coordination of e-

Government efforts across Mauritius. Coordination is even more imperative as the goal of 

world class e-Government services is to have optimal interoperability and interactivity across 

departmental, sectoral, jurisdictional and ministerial computer systems.  As the GoM adds 

more services and the system becomes more complex, interoperability and interactivity across 

computer systems would become more difficult to achieve. 

 

68. A decentralized approach to e-Government initiatives, which is one way to 

characterize the Government‘s approach, complicates immensely an already complex set of 

tasks.  Making things more complex, by adding services in a decentralized fashion, also 

further stretches the capacity of the Government in implementation.  It may be time to take 

stock of the systems, applications and operational mechanisms that have been put in place and 

consolidate them with all interoperability and interactive features through a better 

coordination among the various stakeholders (ministries, departments, project managers, data 

centre and technical support agencies), instead of increasing the number of services and 

applications offered online under e-Government projects.  

 

69. For the reasons stated immediately above, the future development of an e-Government 

framework may usefully include an assessment of all the components of the infrastructure 

layer and application layer requirements for full interoperability and interactivity.  The 

purpose of the assessment would be to design a roadmap to how to get to full interoperability 

and interactivity.  This would include an assessment and roadmap for: 

 

 Back-end databases for the different Government agencies, service providers, 

Government offices, parastatals, etc.; 

 Middleware for interconnectivity, security and interactivity such as communication 

and security infrastructure, gateways and integrated services facilitating integration of 

inter-departmental services; and  

 Front-end delivery channels (PCs, mobile phones and public Internet access points 

(PIAPs) as integrated service centers.  

 

70. Of course, this puts forth the question about which organization will lead this.  The 

goal is interconnectivity, interactivity, and interoperability of e-Government services.  This 

requires standardization and standardization is antithetical to a decentralized approach.  An 

institution, or a set of well coordinated institutions, will have to take charge of the next, more 

complicated, more sophisticated phase of the e-Government initiative.   
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Annex 5: Statement of Loans and Credits 

 

 

   Original Amount in US$ Millions   

Difference between 

expected and actual 

disbursements 

Project ID FY Purpose IBRD IDA SF GEF Cancel. Undisb. Orig. Frm. Rev‘d 

P091828 2010 MU-Infrastructure Project 50.00 0.00 0.00 0.00 0.00 45.79 37.59 33.92 

P112943 2010 MU-Manufacturing & Servs Dev & 

Comp(SME) 

20.00 0.00 0.00 0.00 0.00 19.71 7.51 0.00 

P105669 2009 MU-Economic Transition (TA) Project 18.00 0.00 0.00 0.00 0.00 16.44 8.89 0.00 

  Total:   88.00    0.00    0.00    0.00    0.00   81.94   53.99   33.92 

 

 

STATEMENT OF IFC‘s 

Held and Disbursed Portfolio 

In Millions of US Dollars 

 

  Committed Disbursed 

  IFC  IFC  

FY Approval Company Loan Equity Quasi Partic. Loan Equity Quasi Partic. 

          

          

 Total portfolio:    0.00    0.00    0.00    0.00    0.00    0.00    0.00    0.00 

 

 

  Approvals Pending Commitment 

FY Approval Company Loan Equity Quasi Partic. 

      

      

 Total pending commitment:    0.00    0.00    0.00    0.00 
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Annex 6: Country at a Glance 
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