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18. SUMMARY DESCHIPTION

This grant program will support U.S. political, strategic and econcmic
objectives in the region by providing necessary balance of payments and

budgetary support to the Government of Mauritius (GOM).

Based on an

: analysis of the structure of trade and assistance in Mauritius and -
given the successful implementation of the FY 1982 and 1983 CIPs, the
design team and the Fmbassy have concluded that the most appropriate
mode of assistance is a continuation of direct balance of payments support
-to permit importation of necessary cammodities fram the United States. '
It is proposed that the counterpart funds generated fram the importation
of U.S. commodities will be used to suovort GOM programs for industrial
estate development, tourism promotion, and small business and industry
financing. Funding of these local currency activities is subject to

final agreement by AID and the GOM.

Disbursement of foreign exchange is

conditioned only on .the routine conditions precedent of sutmission of
. a legal opinion, reoresentatlve signatures, and a orocurement plan.
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'SUMMARY ‘AND ‘RECOMMENDATIONS '
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Activity: Mauritius ‘FY.1984 CIP642-K-60

Terms and Cbnditions:' ESF*érgntf pgd1ﬁg;thj

Authorized Source: AID Gédéﬁ;bﬁi?fﬁbd§ 6db?(U3i°ﬁi§)?   

‘Program Justification: This program will support us
.political, strategic and economic objectives in the region by
Providing necessary balance of payments and budgetary support
to the Government of Mauritius (GOM). Based on an analysis of
the structure of trade and assistance in Mauritius, and given
the successful implementation of the FY 82 and FY 83 CIPs, the
design team and the Embassy have concluded that the most
appropriate mode of assistance is a continuation of direct
balance of payments support to permit importation through the -
Private sector of necessary commodities from the United States.

Propram Description: A two~phased agsistance program is
pProposed, drawing upon the positive experience of similar
Programs from the previous two years. First, $2.0 million of
ESF grant funds will finance edible 0il requirements of the
private commercial sector using the CIP mechanism. We
anticipate that this will entail financing the commercial:' -

importation of approximately 3,200 tons of de gumnmed vegetable
oil from the US. Second, the estimated Rs. 24 million in local

currency that will be generated under this program will be
deposited in a separate government account available to
support three mutually agreed upon development-related
activities. The activities are: : ,

1) Develbpmentfof'aanndustrial Estate,by ﬁhengvdiﬁpﬁgnyg

"Bank of Mauritius (DBM);- Rs; 16,500,000; - -

o 2) f“Touriam’Proﬁd:ipn'th:ough_supéoftﬂdfffhe‘MahritiQ§j
 Government fTourist 0ffice (MGIO) - Rs. 4,000,000; and -

ﬁ“ftf,;ﬁ3)” ,Replenishmenf'6f¢fhe;DBM's §h£1i S§é1e“ihdﬁsffyjéﬁ&:

,‘::Busipess_Financing Scheme - Rs.«35500;QOO,Q

kPﬁAb Issues from Africa Bureau ECPR:
;ﬁiﬁThé,ExécutivgrCommittee Project Re&ie&liﬂéﬁtifiﬁdﬁ{hg§é~'
gighues to'be addressgd'in the PAAD: & - =



“1s: Diversification of Manufacturing Exports

I  The Mauritius Export Processing Zone (EPZ) has a
~concentration of firms in the garment industry. ECPR suggested
CIP financing of a study to determine how the EPZ might achieve
diversification of its exports. The Ministry of Economic
Planning and Development (MEPD) with support from the IBRD
Credit, Technical Assistance Project, is undertaking a series
of studies to examine incentives and comparative advantages
that could be used to promote diversification of the EPZ. No
CIP generated local currencies will be required in this area..
As suggested by the ECPR, the results of the studies may open

some opportunities for CIP funding next year.

2. Equity Loan Fund

The GOM and  PAAD team,deci’éd5&5&?:6 &5¢f¢le§éﬁ§r§E§§ff;

local currencies to support the Equity ‘Loan 'Fund. . .-

33;fﬂfFac;§ry‘Gonétruétioh

, ~ The planned program for industrial estate development '
by DBM includes both preparation of sites and services as well -
as factory construction. The ECPR quesiioned the priority of ..
DBM construction and ownership of factory space. First, it =

should be noted that the GOM and DBM encourage, to the extent

feasible, private sector development of industrial space. The -
DBM finances the construction of factory buildings by the -
manufacturer/operator as part of many of its start-up loans. -

The GOM has leased or sold land at concessionary rates to -
attract companies which will be constructing their own

building. However, the garment industries, which make up mcdﬁf

of the new or expanding firms in Mauritius, prefer to rent
rather than build. At present, there is a shortage of ; o
Preferred ground floor space because of the recent upsurge in

demand. The GOM is modifying the Development Certificate (DC):-

laws so industrial site developers will receive the tax
advantages under the special arrangements of the DC., For the
Present, however, no developer is moving forward quickly enough
to meet the immediate demand. One particular problem causing

this delay is that private sector developers have been hesitant

to construct new space for garment industry firms which have a
‘history of transiency from country to country. The GOM
believes that, although the financial returns to the private
sector may make investment unattractive, the high economic

returns, especially in relation to employment generation), make.

it an attractive investment for the public sector.

>
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Program Implementation: The proposed program will be ,
implemented by the Ministry of Finance in coordination with the
Ministry of Economic Planning and Development. Individual.
activities financed with local currency generations will be
implemented by the governmental entities charged with their
development and implementation. Discussions have been held e
with all entities participating in this program, including the
private sector importer of edible oil, and agreement on program
implementation has been reached.

REDSO/ESA, with the support of .the American Embassy in
Mauritius, will be responsible for program monitoring. The
Principal REDSO backstop officer is Jim Dempsey, Project
Officer; additional assistance will be provided by a REI30
program implementation committee.

Disbursement Period: The PAAD team recommends a period of
12 months for commitment and 18 months for disbursement of all
foreign exchange resources. We anticipate that disbursement'of 
all local currency proceeds will occur within a period of two .
years. i

Congressional Notification: The announcement of this .
Program was made in the Congressional Presentation Fiscal Year

1984, Annex 1, Africa, page 184. No further notification is
required. o ‘

Statutory Checklists: All required checklists have been i?
completed and are included in Annex D .to the PAAD. '

Negotiations Status and Conditions: The PAAD design team
has held numerous discussions with interested ministries and
public and private sector entities and organizations to .
ascertain the appropriateness of the proposed program and to -
resolve any outstanding issues. Agreement has been reached on
the commodity to be imported and on the uses of the CIP local .
currency proceeds.,- '

Given our experienceé under the first CIP and the '
familiarity of the parties with AID procurement procedures and
regulations, and barring unforeseen mishaps, we are confident
that the implementation of CIP III (642-K-603) will - proceed
smoothly. PR

The grant agreement will provide for the use of a Special
Account for local currency proceeds and that if any ‘funds from
the Special Account are used !y the GOM to make loans, all
funds received in repayment of such loans shall be reused only
for purposes agreed to by the GOM and AID. No problems are
foreseen in the negotiation of that ‘agreement. A request for



PAAD ‘team - thaxﬁ;

- Recommendation: h y a
1t 0£7US. $2,000,000

grant commodity import progra
be authorized for Mauritiu

PAAD Committee:

James Dempsey, Project Officer, REDSO/LSA

Stu Callison, Economist, REDSO/ESA . ' ..

Lynn Dunn, Supply Mgmt. Officer, REDSO/EbA

Kathleen Hansen, RLA, REDSO/ESA :

Shariff Jathoonia, Econom1c/Commerc1al Spec1alzet,@;
AmEmbassy, Mauritius R L

Dennis Light, Engineer, REDSO/ESA o

Clare Cavolo, Economic/Commercial Officef

.11; "PROGRAM BACKGROUND - AND - RATIONALE

Al The Settlng

R -

R The 1sland nation of Mauritius covere 720 square miles:
and has a population of one million consisting of Hindus, =~ =
Muslims, Creoles, Sino~Mauritians and Franco-Mauritians. The
polyglot population mirrors the island's mixed hlstory of
French and British domination, and the importation of a large
number of Indians as indentured laborers following the
abolition of slavery in 1833. Hindus and Muslims of Indian
descent constitute 67 percent of the population; the Creoles,
descending from African slaves mixed with other racial strains,
make up 29 percent, whereas the Chinese represent 3 percent of
the population, and the Whites, 1 percent. Despite the
heterogeneity of the population, a distinctive Mauritian
cultural identity has emerged. Although English constitutes
the official language, and French and.Hindi are w1de1y spoken,
Creole rapresents the preva111ng language of communication for"
Mauriciansg.,

While the population density is very high, at 1,333
-inhabitants per square mile, the population growth .is a modest
“one perceant per annum, largely resu1t1ng from a successful
family planning Program introduced in the 1960's. With an
estimated per capita income of $1,056 in 1983, Mauritius enJoys
a standard of living comparable to those in m1dd1e income \
countries in terms of nutritiony 11teracy, health care and
educational facilities. However. the ‘income distribution is
relatively more uneven than in other developing countries ow1ng‘
to the historical domlnance of the sugar estates and the rapld R
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growth of a new 1ndustrlal class., In 1980 81, ‘the medlan

- monthly income of households was $150 as: compared to $92 in
1975. While poverty is found in both rural areas and urban
concentrations on the island of Maurltlus, 1t is particularly
prevalent on the other 1s1ands.-v :

" B. P011t1ca1 0verv1ew-

The Mauritian p011t1ca1 system is a parliamentarian
one within the Commonwealth, with the Queen of England
presiding as titular head of state, represented by a
governor—-general. Since Independence in 1968, Mauritius has
been governed by democratically elected p011t1ca1 parties and'
coalitions which have generally espoused non-alignment, with a_
pro-Western bias in foreign policy and a mixed economy
domestically. :

During a nine-month period in 1982-83 when the . »
Mauritian Militant Movement (MMM) dominated the government, the
MMM developed a more strictly defined non-alignment which was
not as favorable to US and Western interests, although the
ma jor trade partners are Western countries such as France, U.K.,
and the U.S. Since the August 1983 elections, which brought in
a .government more similar in political and economic philosophy"
to the pre-1982 governments, the GOM has maintained 1its
membership and credibility in the Non-Aligned Movement (NAM),
but with a distinctly pro-Western bias. The current government
has voted favorably to US interests in the UN on such key )
issues as the Soviet invasion of Afghanistan, the exclusion of
the Puerto Rico question from the agenda, and the UN
consideration on Central America. While it has maintained its
claims to Diego Garcia, it has significantly muted the previous
MMM government's criticism of the US military presence in the
Indian Ocean. Indeed, the current government has specifically
asked the USG to help it solve it's unemployment problem by
hiring Mauritian laborers to work on an operations/maintenance
contract for the US military facilities at Diego Garcia. The
. Mauritian government also has expressed the desire to sell
fresh fruits and vegetables to the US fleet as another means to
create jobs in Mauritius.

C. GOM Development Strategy

‘ " The government in Mauritius has set out a development
.strategy which has as its goal economic selt-rellance. At the
same time, the GOM realizes that, as a small, isolated .country,
it does not have the resources or markets to develop without
substantial foreign trade. Government officials and a recent
White Paper, "Towards Incrcasing Self-Reliance," acknowledge
the comparative advantage aad crucial role of sugar production



and,export process1ng.f Thus, the government s maJor
development objectives are.q;

ff;iﬂ '"To enable the country to attain ‘a degree.of greater
'jself—rellance which will minimize the adverse effect of
,'world economic 1nstab111ty on the nat10na1 _economy." . =

- "To achieve a hlgh rate of economzc_growth which will
raise incomes and standerds of living of all citizens while
providing productive employment to the large backlog of
unemployment and to newcomers of the labor market."

The most serious affronts to self-reliance and
sustained economic growth areé the recurrent balance of payment
deficits and the heavy external borrowing required to finance
government. As part of its strategy, the GOM has instituted a
series of macro-economic policies and programs to brlng the
national economy into a balance for sustained economic growth.
These policies and programs are discussed in the Economic
Overview (Section IIIA), but it is important to note that the
government's long term development strategy depends on the
success of short term measures to cut government fiscal '
deficits, balance of payments, and external borrowing. The GOM
is primarily re1y1ng on the IMF standby credit arrangements and
the World Bank's Structural AdJustment Loan to nelp them A
through the period of economic adjustment. Significant donor
assistance is also required. : o

The new government has taken a very pragmatic apﬁroach
to structural adjustment and economic development. It realizes
that historically the economic success which Mauritius has
experienced has been based on a free market approach to
development. It has chosen to emphasize and depend upon
prlvate productive sector development to get the economy moving
again. Achievement of the longer term goal of self-reliance
will require diversification and development of agriculture,
export processing and light industriea. All of these areas are
dominated by the private sector and are the most productive and-
growti oriented in the economy.

To increase self-reliance and to achieve economic
adjustment, Mauritius must make its fertile land more .
productive and more effective for national development. These -
lands are almost wholly under cultivation with 90% devoted to
sugar cane. Some adjustment of present land use is required to
limit dependence on this one ctop and increase production of
food crops. The GOM has proposg¢d a vigorous program of
- agricultural diversification to reduce food imports (presently .
accounting for 25% of total imports) and, where feasible, to
- extend the role of agriculture as foreign exchange earner.»;The



_program aeeka to maximize food product1on, ‘to ‘increase sugar
yields,: ‘to rationalize tea and tobacco product1on,‘to develop
h1gh-value export crops other than sugar, and to promote local
'11vestock product1on.

Mak1ng more resources available for foodcrops does not -
necessarily mean that sugar product1on will be reduced. The
objective of the government is to increase yields and sugar
processing efficiency to keep sugar production at marketable
levels, while at the same time utilizing cane interline
cropping and crop rotation to expand foodcrop production. The
Commission on Enquiry on the sugar industry has suggested the
land under sugar be reduced by 1% per year starting in 1987 if
yields can be increased enough to keep total production
constant. The idea is being reviewed by the GOM.

In the industrial sector, which is composed of light
industries, primarily the garment manufacturers in the Export
Processing Zone (EPZ), exlatlng companies are expanding and new
industries are coming to Mauritius. This new interest in
Mauritius results primarily from:

1. The world wide economic recovery,

2, Mauritius' special access to the EEC markets through
++ the Lome Convention; S
3. The low local labor costs which are now below most

L countries in the Far East; and . = "
4, GOM and private sector promot1on of the EPZ.

Although the 1long term strategy is to d1vers1fy the
type of industry in Mauritius, because of the overwhelmlng
unemployment problem, the GOM is v1gorously encouraging the
expansion of the garment industry in the EPZ. With the high
employment requirements of garment manufacturlng, the GOM sees
expanslon of this 1ndustry as the primary'means of solving the
most serious economic and social problem in Maur1t1us, high
unemployment. At the same time, the GOM is not ignoring the
need to attract non-textile foreign investment.

One of the key instruments to the immediate expansion
of the EPZ is the lack of industrial space for manufacturing
‘and appropriate sites for factory construction. The GOM
fbe11eves that public and pr1vate sector action in these areas
*.is needed immediately and is placing highest priority on ‘
‘-factory construction and supporting infrastructure development'

on industrial estates. . :

: Tour1sm represents another GOM development obJect1ve.
- In order to tap new markets and d1vera1fy away from traditional
onesg,: expend1tures on tourism promot1on campaigns will be



1ncreased. As the th1rd largestfforexgn exehange earner, ‘
tourism has the potent1a1 to add substant:ally to the ‘economic
development of Maurltlus.ay'

Although the focus of tne economic ‘adjustment program
is on the revitalization of the productxve sectors, the GOM ffb
will continue to finance social programs at approx1mate1y the
same level as last year (26.7% of recurrent budget).
Gxpenditures for health, education and other social services
will have to be examined closely with a view to ensuring that
they are cost-effective and that they do not prejudice future .
growth. Fiscal discipline will be required throughout the
economic adjustment period.

D. us Assistance Strategy

Mauritius has received modest bilateral US assistance
since its independence in 1968. After independence, US
assistance was limited to a PL- 480 Food-for-Work program and
the Ambassador's Self-Help Fund. In recent years, PL-480
programs under both Title I and Title II were initiated. 1In
1980, a HIG program was approved but was not drawn done owing -
to h1gh interest rates in the US, and GOM limitations on o
investments in housing. Movement is underway for the HIG
program to be signed in 1984,

Due to economic difficulties, the US prov1ded a $2
million Economic Support Fund grant in FY 1982 and the same ‘
amount in FY 1983. ANother $2 million in ESF is proposed for
FY 84, The rationale for these grants is based upon the
political importance of Maurltlus to US strateg1c interests in
the Indian Ocean; Mauritius' willingness to receive US naval
ships at its port facilities; the democratic principles and
practices within the Mauritian political system; and residual
claims on Diego Garcia. None of these conditions has altered
with the elections in August 1983. On the contrary, the :
necessity of maintaining good relatlons has become more urgent.~

The strategy for the present AID program of PL~480, ESE,end]u
a. modest tralnlng program is three-pronged" , '

rfljﬁwﬁro support agrlcultural dlverslflcatlon.'and
"“~‘Fsustalnab1e food policies;

'Zi?liTo promote private sector activities in. key
. development sectors such as agriculture, export
°'processlng, manufacturing, tourism promotion, and
-gervices; and : o



assist the’ GOM ‘to provide essentlal serv1ces (e.g.
’ ater supply) to 'the - poorest elements of the

} 3“.

JITT. Eco nomic Background ‘and Program Justification
A+ Summary ‘and . Gonclusion*
1. Prelude to: Present Economlc S1tuat10n

: Maurltlus ] current economlc problems date from the
short lived sugar boom of 1974-75, whlch ‘was accompanled by
increased government expend1tures for social services and
investments and expan31onary wage policies. Despite the
subsequent downturn in sugar prices, GOM expenditure patterns
did not change to reflect the reduction in revenues. Given the
high propensity to import within both the public and private '
sectors, expansionary fiscal, monetary and wage p011c1es
rapidly lad to balance of payments deficits beginning in
1976-77. Poor economic management continued as real wages
increased faster than productivity, and the government was
ineffective in curbing its expenditures on social programs or
in improving the efficiency of its operations. These problems
were compounded by the impact of adverse weather on sugar
production between 1979 and 198l. Thus, both balance of
payments and budgetary deficits have prevalled in a cumulatlve
manner since 1976. :

GOM stabilization efforts began in 1979, when GOM
foreign exchange reserves were almost fully drawn down. With
IMF approval, the GOM embarked on a two-year stabilization
Program which included a 23 percent devaluation and numerous
other austerity measures. The stabilization program had to be
abandoned when severe cyclones struck the island ‘in 1979-80 and
reduced the sugar crop by about one-third. Heavy emergency
rehabilitation expenditures were required, as government
revenue, highly dependent on sugar production, fell. The
following year, 1980-8l, a drought struck the northern plains

and reduced the sugar crop by about 18 percent below normal
levels. 1In September 1981 the GOM and the IMF reached
agreement on a second stabilization program, including a
further 20 percent devaluation. The program was successfullv

7_*'See@Aqnek}&ggprgfurEher:ana;yQis and details
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implemented, as was a th1rd stand-by arrangement the follow1ng
year. The GOM is currently implementing its fourth stand-by
arrangement with the IMF and a World Bank- sponsored structural
ad justment program, working closely with both of these“ﬂ‘ .
multilateral institutions to extricate 1tse1f from 1ts econom1c;
difficulties. : ~ o

2., Prospects’for Economic Adjustment '

Maurltlus is. presently undertaklng maJor economlc
adjustments. Its economic difficulties have intensified’ over
the past four years, due primarily to adverse weather. 1981/82
was the first normal year for the pervasive sugar industry :
since economic stabilization measures were initiated. - The
measures have had a significantly positive impact on ‘the basic
underlying economic factors, such as the budget and balance of
payments deficits. The public debt had grown to such
dimensions that drastic measures were required to 1mprove L
economic performance. These measures involved the reduction of
the fiscal deficit and increased productive output for both the
domestic and export markets. Such measures cannot be
Jud1c1ously implemented in less than five to seven years,
assuming continued good economic performance and no unusuall)
adverse weather conditions. The progress achieved to date,
however, is very encouraging.

Worldwide recessionary conditions have made economic
recovery more difficult. The world price of sugar is st1L1
low, and tourism worldwide hac declined due to the economic
decline in Europe and the U.S. Reduced worid consumption and
protectionist policies in major markets such as the U.S. affect
the demand for Mauritius's manufactured exports. Thus, GOM
efforts must anticipate adverse international conditions and
compete effectively for limited markets, tourists, and
investments.

Mauritius’s economic performance since 1981/82 has
been reasonably strong, considering the unfavorable world ‘
market climate, although everall growth in 1983 was veduced by
cyclone damage in December, which reportedly reduced the sugar
~and tea harvests by 15 and 10 percent, respectively. In 1981

and 1982 GDP growth in real terms was 6.4 and 6.0 percent,
respectively, which brought the GDP back to 1979 levels in real
terms, after the 10.6 percent decline in 1980. In 1983,
according to preliminary estimates, the real GDP growth rate
was only 0.7 percent. ' :

Budgetary restraint, reducing real government

expendltures on social and economic development programs and
~increasing tax revenues, in order to reduce the inflationary



-1 -

and balance of payments impacts of fiscal 'deficits, has reduced
those deficits from 13.9 percent of GDP in FY 1981 to 9.9
percent in FY 1983. As a result of theseiand'other~méasuréé;
the rate of consumer price inflation has dropped from 42.0 .
percent in 1980 to 5.3 percent between Novenmber 1982 and '
November 1983; and the deficit on the current account of the
balance of payments was reduced from ~15.4 percent of GDP in
1980/81 to -5.0 percent in 1982/83. ~ ' R

The further reduction of the deficits in both the.
government budget and the balance of Payments to acceptable and
sustainable levels isg expected to take at least five to seven
years, assuming good econommic perZormance and no natural
disasters. The public debt stood at over $120 million in
December 1982, or about 42 Percent of recurrent government
revenue for 1932/83. Over 60 percent of the public debt is
external. Thus, deb¢ amortization payments will continue. to
burden both the government budget and the balance of payments .
over -the medium term. Borrowings from the IMF and Eurocurrency:
markets are expected to continue at substantial levels to - =
offset debt service Payments and import requirements associated
with economic recovery. pel

~

3. GOM Economic Policies and Re form Measures

. Mauritian authorities have made determined efforts
since 1979 to promote economic adjustment. Their efforts
include two major devaluations, three rounds of Price increases.
to reduce subsidies on rice and flour, increases in interest -
rates, the imposition of credit ceilings, limits on government
budget deficits, and the successful implementation of a
restrictive wage policy. The first rcund of these
stabilization measures was set back by the devastating impact
of a series of cyclones, which damaged both sugar exports and
property. Increased government expenditures coupled with
decreased tax revenue annulled the effects of the stabilization
program, resulting in a redefinition of performance criteria
and a second stand-by agreement. Under the second agreement,
all performance criteria were generally met, although the
fiscal deficit and balance of payments ‘deficit were larger than
anticipated due to reduced sugar production.

The GOM is presently implementing the fourth stand-by
arrangement with the IMF since 1979, all of which "have
supported an adjustment.strategy designed to reduce external
and internal imbalances and promote sustained economic growth.
Frlicies supported by the firs* three stand-by arrangements
ewphasized mainly demand management measures. Despite
unfavorable external factors, including adverse weather
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"conditions in 1980/81 and 1981/82, and continued deterioration
in the terms of trade, progress has been good... (as noted ‘-
above). In view of this progress, policies supported by the =
fourth stand-by arrangement were designed with the twin =
objectives of encouraging supply and continuing on thévpdth&of;
adjustment ."* TR o o

4. Economic Justification for cie.

There are two economic‘ratibnalesthiph,justify”the
proposed Commodity Import Program:mgl)qudgetatyfsupportffdr‘
the GOM to reduce its fiscal deficit by providing local. =
currency generations to finance priority iﬁvéstments}.Z)Ty*7f
Balance of payments support during a '‘period of unprecedented
* shortage of foreign exchange. AR T SRR ae

Al though the prbposed level of'assistancé iSﬁﬁOt: 
substantial, the CIP will provide §2 million of budgetary . .. .

support for the GOM in the form of a grant. The funds will
utilized to finance expenditures for local development = .
activities which have been jointly identified by AID and the -
GOM. The selected areas reflect GOM priorities for which ' .
gcarce resources might not otherwise be available. They ,
reflect areas in which the GOM has committed itself to expand -
expenditures through a World Bank Structural Program. The

local currency generations from the sale of the edible degummed
oil have been programmed by the GOM and AID to finance priority
investment in the productive sectors of the economy. A portion
of these funds will be allocated to expanding government
expenditure in the tourism sector, which in turn is expected to
generate additional foreign exchange as well as employment in -
Mauritius. Another allocation will support GOM efforts to
attract foreign investment by building industrial parks and
factory space. This investment will stimulate the productive -
capacity of the economy, expand employment, increase the
government's revenue base by increasing salaries and corporate
profits subject to taxation, reduce government expenditures by
lowering unemployment benefits, and increase foreign exchange
earnings by expanding exports. Total net returns from these
investwent promotion efforts cannot be ‘estimated, but benefits
are expected in each of these categories. " ‘

be "

.‘*IMF,i"Mauritiqu?}Ei;spﬂR§9i6W5pf;;hg S;gpdéBj:Aft§ngem¢nt;
(1BS/83/234, October 31, 1983, %, 3, oo o) Arrange
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. Another portlon of the local currency generated will
be allocated to expand the revolv1ng loan . fund available forw;i
Small Business and Industry Loans from the Development Bank of:
Mauritius (DBM). These loans are provided primarily to -
traders, service firms and artisans, and will be expanded to
include working capital loans for small-scale industries which -
receive foreign exchange loans from a World Bank project with .
DBM. This effort will increase productive employment. Under
the existing policy matrix and incentive schemes, much of this
investment is expected to support industrial production that
will either save or earn foreign exchange by replaclng imports -
or producing goods for export. o

Secondly, the program will provide direct balance of
payments support for the GOM through the financing of the
1mportat10n of degummed vegetable o0il from the U.S. This s
.commodity is purchased primarily from the U. S., and constltutes'
a necessary consumption item within the Mauritian economy.
Thus, the CIP provides scarce foreign exchange to cover a .
portion of the annual requirements for this commodity. This
represents a direct savings of foreign exchange for the GOM.

In summary, the proposed CIP will support government
efforts to reduce the fiscal deficit and the balance of R
payuents deficit, while improving the productive capaclty‘of”l”
the economy. All of these activities will directly support the
stabilization and structural adjustment measures agreed to. :
under the IMF and World Bank ;,rngrams.

B. Other Donor Assistance

Mauritius receives substantial asSLStance from both
multllateral and bilateral donors. The World Bank continues’ toA
be the major multilateral donor, due in part to sizeable
structural adjustment assistance. The European Economic .
Community is also a significant donor, followed by the African
Development Bank and UNDP., Bilaieral donors include France,
the United Kingdom, India, West Germany, Canada, Australia,
China, Japan, South Afr1ca, various Arab states and the U.S.-

The following quotatlon is a recent IMF description of" the maln
World Bank effort in Mauritius:

"In May 1981 the World Bank approved a US§ 15 million'
Structural Adjustment Loan (SAL) for Mauritius. ‘The main
objectives of the SAL were to: scale down and restructure

the Public Sector Investment Program (PSIP) by placlng‘ B
greater emphasis on infraastructure directly linked to: :
production and developlng criteria for project selectx_n}‘
to stimulate investment, production, and exports in




manutacturing induptrygﬁtdfdéVQIQP:ppliciebfand;ﬁ:bpbsgléa
‘to stimulate ag:icutfﬁf&lfdivéfsifiQQEion away;ffoh sugar’
and establish a,Commiésion of,Enquity7into’the“SUgarf_“glf
‘industry with the,aim‘of~developihg7§olici¢s conducive to-
the long-term strength of the industry; to draw up a
national energy plan, including an assessment of the .
Potential use of bagassse (sugar cane residue after
Processing) for power generation and establish an energy
Planning unit; to assess the problems of the tourism
industry; to improve the efficiency of the parastatals; and
to strengthen public debt management. Most of the policies
were implemented, and, although some delays were . ‘
encountered, the remainder are now in train. In o
Pparticular, studies on industrial incentives are currently
' being made, and measures to reform inefficient parastatals
have been forumulated,"* : e

. A second SAL for US$ 40 million was‘apprpved in
~December 1983. Its major objectives are: :

o "to reduce the high level of unemployment by ,
'éncouraging growth based on export processing industries
.and tourism and--to a lesser extent--to substitute local
energy resources for imports and to increase production of
certain agricultural and manufactured goods....In view of =
the scarcity of land for agriculture, the SAL IT will place
a major emphasis on manufacturing exports, particularly -
those originating from the Export Processing Zone. To this .
end, the authorities are embarking on a major review of
industrial policy to assess the effectiveness of the’
current structure of protection and incentives to - .
manufacturing......the SAL II program (will also continue -
to) improve the efficiency of the Parastatal sector....'¥*

IV. PROGRAM DESCRIPTION

A.  Program’Activity .

© . The purpose of the $2.0 million ESF grant is to~
provideibélanqefogjpgyﬁéﬁ;g@pdgquggtaty.suﬁﬁbftltq;theﬁq

hﬁpggh*afcommodity'ImPOpt*Rfdgfaﬁ;ﬁl

Government of Mauritius t

t:uF;wvmaufi;iua.f Ré¢en£rEcdﬁpmigiDevalopmeﬁtq;ﬁgua&~4;&L§83;
p. 8. o R TEVERe
,**;1bid;;_p.5193 
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 Foreign exchange will be provided to the GOM which will then
make it available to the private sector for the purchase of
‘Us8. commodities. The private sector firms will pay for the '
imports in local currency (rupees) and a special account will -
be established to monitor local funds. The rupees will ‘be
drawn down from the account for local development activities .
which have been mutually agreed upon by. the GOM and USAID.

A key obJect1ve 'in the use of the ‘local currencies: 13!
to support and promote private sector activities, both 2
domestically and 1nternat10nally. Spec1f1cally, there are.
three programs which are expected to receive assistance from
the estimated 24 million rupees generated by the Commodlty
. Import Program. Assistance for these act1v1t1es is. subJect tof
final agreement by AID and the GOM. ' A ‘

Activity . ‘Vfdv'"zn,‘ pW; .Anount?KRe)'

1. Development of the Industr1a1
Estate at" Vacoas/Phoenlx ey 16,500,000
2.ufTour13m Promotlon -[kﬁgif £ 4,000,000

3. ESmall Bu31ness and
"‘dIndustry F1nanc1ng Scheme

24,000,000

_ Flrst, prlvate sector development through the' SRR
_expanszon of industry will be encouraged by the development of
a new industrial estate at Vacoas/Phoenix by DBM. The CIP*'~
financed activity will include construction of the
infrastructure of internal roads, storm water dralnage, , S
sewerage and water reticulation, street lighting, electr1c1ty
and telephone lines. Additionally, 60,000 sq. ft. of R
industrial space for leasing will be constructed. DBM, which
presently owns and manages two other estates, will be the. ..
manager for Vacoas/Phoenix. The GOM will loan CIP funds of Rs.
16.5 million Zo the DBM to complete the site preparation and
services and the initial buildings. :

Secondly, CIP generated currencies of Rs. 4 0 million
will be provided for the continued support of the Mauritius
‘Government Tourist Office (MGTO). FY 1983 CIP_generated rupees
of- ‘the same amount supported the expansion of the MGTO. budget
.from Rse¢ 6.0 million to Rs. lf.O million. With the continued
fsupport of the CIP funds and other donor monies, the GOM" plans
‘to. increase the MGTO budget to Rs. 16.0 million. Again this"



T, CIP money will: be used: to ‘support the ‘wen eral ‘operations .

Finally, CIP local currencieS’df”RS;ﬂS;Svmillidd”vill
be used to replenish and expand on the DBM's Small- Business =
Financing Scheme, a revolving fund, which received Rs. 2,0
million from the 1982 CIP. The successful program (see below)
enables small businessmen, traders and other.- service-oriented
enterprises to set up on a small scale basis a. business of
their own. It is planned that the scheme be extended to small
scale industries which have difficulty in obtaining funds for
their working capital requirements. . : B

B.  Implementation of Fy 1982 and. FY 1983 cIPs

In FY 1982, Mauritius received its firse Commodity
Import Program Grant ($2.0 million) which was used to purchase
US degummed edible oil Dy Mauritius 0il Refineries (MOROIL).

May of 1982. Thus, the grant had an immediate balance of
Payment impact and enabled the GOM to meet foreign exchange ,
targets set by the IMF. The MOROIL purchase of 4,200 tons of -
0il was completed in a timely manner, required a minimum of AID
or State Department supervision, and, except for some minor
transfer problems, was a simple operation for all parties,
Local currency payments were deposited in a special account at
State Commercial Bank (SCB) and were transferred to the GOM
general account for disbursement to the agencies implementing
the sub-projects listed below. Neither AID nor the Ministry of
Finance were satisfied with the accounting and record keeping
by the SCB. ‘Thus, for 1983 and again this year, it was agreed
that the special account be held at Citibank, Port Louis, the
only American bank with an office in Mauritius. -

‘Ihe FY 1982 CIP Planned 1local currency programs worth 
Rs. 20.0 million; however, Rs. 24,0 million has been generated
of which Rs. 21.0 million has been disbursed. The GOM plans,

and USAlD‘agrees, to use the Rs. 3.0 million balance for

. The development impact of the FY 1982 local currency
activities has been substantial. Six thousand sixty=-one '
households in 56 estates have been connected to clean, reliable
central water supplies. The Central Water Authority, through a
local contractor, completed the construction hook~ups on time
and for Rs. 13.4 million, which was 2.6 million rupees under
the originql estimate. The surplus Rs. 2.6 million, Plus -an
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additional Rs. 1.0 million allocation, has been used to 1mprove
the water supply system in two other rural areas. The S
Development Bank of Mauritius, using Rs. 2.0 million, developed
a small scale business loan program. Since the program ]
combines the GOM/USAID funds with its own and other commercial "
bank monies, the program is he1p1ng 429 small entrepreneurs and
tradesmen with Ks. 5.9 million in loan funds. Finally, the
irrigation authority has received Rs. 2.0 million for a _ S
revolving fund to assist small scale irrigators. To date, 260
small scale irrigation schemes have been assisted. .

Due to a better than expected economic position, the-
GOM did not use the Special Letter of. Credit mechanism in the"
FY 1983 CIP to generate foreign exchange during its FY
1982-83. Further, use of the dollar grant was delayed by the”
reluctance of the Mauritius O0il Refineries to use the CIP to e
purchase US edible c¢il which, because of the US drought, had
been higher priced than other world market sources. Market. _
forces have now adjusted the US price and MOROIL has used the -
CIP mechanism to purchase 3,200 tons of soybean oil. Local.
currency deposits in the special account at Citibank, Port
Louis, are expected to be made in April, 1984. ‘
' : .
‘ The status of planned activities to be financed by the. .
local currency generations is as follows. The GOM, through its-
general budget with reimbursement planned from the CIP, is
"already supporting the expanded program of tourism promotion.
The CWA, using its own funds for the meantime, started planning
the village water supply program in February. The construction:
design engineeer for the small farmer drip irrigation 7ilot
project has completed the plans and costing for the systoem.
The request for construction bids has been advertised. Ihe
Irrigation Authority, which will manage the project, will be
evaluating bids and selecting a contractor in the next three
months. Although the Mauritius Export Development and .
Investment Authority (MEDIA) has yet to be establlshed, a studyf
which defines its structure and role more clearly is :
completed. MEDIA developument will go qu1ck1y once this study
is accepted. Not slowed by the delays in MEDIA's
establishment, the Ministry of Trade and the Ministry of
Industry have expanded their programs of trade and investment
promotion using funds earmarked for MEDIA. AID and the GOM
agree that the trade and investment promotion activities are.
key at this time of expanding markets and, thus, have agreed -to-
this reallocation. Once MEDIA is ready to open its door, the
GOM and AID will review fundlng p0831b111t1es. ‘
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‘1, " Import. Market Analysis
'a) US Trade with Mauritius

US-Mauritius two-way trade is relatively small. US

imports from Mauritius in 1983 amounted to Rs. 336 million '

($26.8 million), while exports to Mauritius were valued at Rs.
151 million ($12 million), or approximately 2.9 percent of
total Mauritian imports. Compared with Rs. 265 million ($24.3
million) in 1982, the value of Mauritian imports from the US
had dropped by approximately 43 percent in 1983. This fall in
imports from the U.S. followed a general reduction in imports
from all sources and was also due to relatively high U.S.
prices for many commodities. Under FY 83 CIP agreement,
Mauritius 0il Refineries Ltd, the local vegetable oil reflnery,
did not purchase crude soybean oil from the US in calendar year
1983 because of its exceptionally high price due to
drought-affected low production in the US. Although an order
of $2 million was finally placed by MOROIL in November 1982,
shipment and payment was tc be made in April 1984. The IMF
Standby Loan conditions restricted Mauritius purchase of U.S.
and other nation experts, as limitations on imports were made.
U.S. exports were, in many cases, not competitive with exports
from other sources.

It is significant to note, however, that an estimated
50% of total US imports do not come directly from the United
States, but are Bhlpped from US affiliated companies or from
representatives in Europe or South Africa. This indirect trade
pattern is attributable to the small volume of trade and the
great distance separating the countries. ‘As a result, or
perhaps because of this, there is no d1rect shipping connectlon
between the two countries. S

b) Composition of Import Market

The largest category of 1mports from the Unlted States:
in 1982 vas food, which accounted for nearly 38% of all
imports, It 1nc1uded mainly r1re, wheat flour, milk/cream. and
"almonds. $5.5 million worth of rice and flour, however, came -
in under PL 480 Titles I and II programs. e

‘ The second largest category was anima}l and vegetable
oils (25%, which consisted primarily of crude soybean oil. wh1chﬂ
is refined locally into cookingsoil, with the by-products - o
utilized for the soap industry). Chemicals were the third: :
largest category (16%Z). These were imported for the fert111zer<
1ndustry or as plant ripeners, herblcldes, 1nsect1c1des and

2
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fungibideé} ‘Other - 1mported chemicals included those used 1ntj
plastic, palnt, photography and rubber 1ndustr1es, as well as‘
detergents and pharmaceuticals. ‘ : : .

Machinery and transport equlpment also represented a
ma jor category (9%Z), and included electrical apparatus, o
telecommunications equipment, mechanical handling machinery and
equipment, construction machinery, motor vehicle parts, ' g
computers, 11qu1d and air pumps and compressors, machine tools.
food processing machinery, printing machlnery and supplles, '
agricultural machinery and irrigation equipment, air = - -
conditioners and steam engines.

Y s B -

The private sector is the largest user of US imported
materials and equipment. The sugar industry, the backbone of -
the agr1cu1tura1 sector and, hence, of the entire economy, is
the major client for fertlllzer and crop-related imports and
for agricultural machinery. This belng the case, US goods are.
reasonably assured of a stable market in Mauritius, since many
sugar~related imports constitute annual requirements for the
sugar 1ndustry. There is also a constant demand for vegetable .
oil which is used by all households in everyday cooking.

c) Absorptive Capacity

The ma jor import items from the US fall under the,‘_
essential goods category (capital goods, raw materials for
lndustry, and agricultural inputs) and have a fairly stable -
market in Mauritius. For the same reason, US goods are 11ke1y
to be exempt from import restrictions and are given priority in
the foreign exchange allocations. There is no doubt that the -
proposed CIP, by bringing in additional foreign exchange, w111
kelp to prOV1de funds for imports from the US. ‘
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TABLE I

IMPORTS FKOM THE UNLTED® STATES =
(CIF Value in Million Rupees)

1977 19781979

Food and Live Animals

Beverages and Tbbaccop»

Crude Materials (1ned1b1e,
except fuel) SO

Mineral Fuels, Inbricopﬁo,

tninal and Vegetable Oils

Chemicalol“'

Manufactured Goo&éf

. Machinery and Transport
Equipment

Miscellaneous Manufactured
Goods

Other Commdities .

NOTE: Annual Average Exchange Rate (World Bank)

1980: $1=Rs. 7.69
1981: $1=Rs. 9.09
1982: $ 1= Rs.10.90
1983: $1=Rs.12.50 (Estlmate)

Based on the past records of regular importers of US
goods and their purchase plans for the coming year, we have nc
doubt about the Mauritian requirements and capacity to absorb
"the full amount of the proposed program. For example,
Mauritius Oil Refineries imports annually an average of 10, 000
tons of crude vegetable oil worth $5~7 million from the US. '
This company alone has therefore the ,'apacity to absorb twice
the amount of the CIP Grant proposed. :

%
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. Comsodity Procurement

, Two million dollars in grant funds will be made
available through the government to the Private sector to-.
finance the cost of commercial imports from the U.S, The -
foreign exchange could be used to finance a variety of PRV
commercial imports including irrigation equipment, agricultural
equipment and spare parts, fertilizer, agricultursl chemicals
or tobacco. The options of importing other U.S. goods were
reviewed again, as they had been in 1981 and 1982. Once again, "
the design team and.Embassy recommended the purchase of o
degummed edible oil. Last year the CIP provided the necessary
foreign exciange for the Mauritius 0il Refineries to purchase

approximately 3200 tons of edible oil from the U.S. The R
rationale for again using the foreign exchange to purchase .
edible oil is as follows: RN

a) Given. the limited staff available to implemggtq
and monitor the grant, the purchase of oil is most attractive
because it places the minimum adninistrative and logistic ~* '
burden on the Embassy and REDSO/ESA. - Only-one or . two . ..
consignments will be required to utilize fully the $2.0 million.

b)  Because of the high .demand for edible oil ‘and ‘the .
efficiency and financial strengths of the Mauritius 0il. S
Refineries Ltd, local currency repayments will be made .
immediateiy upon shipment of oil and presentation of shipping
documents. The local currency is expected to be generated by a
3200 tons ($2,000,000) purchase in September and shipped in
November or December. Shipping of the o0il will be financed by.
the refinery itself.

4 ,C) . Mauritius O0il Refineries now has experience with
AID Regulation One's Procurement procedures and the company
will be able to conduct the transaction with lictle additional

burdehvtoiits usual purchasing operations.

. o d) - There is a strong ongoing demand for edible oil
from the U.S.; Mauritius 0il Refineries imports an average of
$5-7 million worth of vegetable oil from the U.S. annually.

ST ie) Refining the crude oil in'Mauritius'proﬁides
domestic value added, thus generating local employment and
increasing benefit to the economy . : ’ T

 ﬂDZv ,Use of Local Currencies

- MOROIL will pay approximately Rs 24.0 million, the |
equivalent of $2.0 million, into the special interest bearing -
account held by the GOM at Citibank, Port Louis. The .’

A
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pronged. It is designed tor.
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o n the provision.of essential
services (e-g-_waterisupply)?tOHthébebféstﬂé1§M¢h§8éqﬁfthe
" population. T T e e T

3. Assist the GOM in the |

. For FY 1984, AID's objective 'is to coordinate CIP and .
PL 480 local currency generations 'to create and support a .
program that strongly demonstrates US assistance and has o
measurable impacts in line with the AID development strategy.
The CIP generations will be-used primarily to support the =
second objective of the strategy, that is, to promote private:-
sector activities. The program assistance as a whole is in

accord with the GOM's program of structural,gdjustment,_jmfi?

. The local currency generated UﬁdethheQClR%WiLlﬁb95f
used by the GOM to support activities mutugllyfagfeéd}uhEbeif”j
the GOM and AID. The following three programs are proposed. for.
‘support: S L T e R

’IQfInduStrialvEstate Devéiopmeﬂtfl

, - In mid-1983, there were 444 manufacturing firms (10
employees or more) in Mauritius employing. a total of 37,000,
The largest group of manufacturers was in wearing apparel,
‘which accounted for 25% of all firms, and 51% of total
employment (see Annex F). An estimated 16% of the firms are
located on the two DBM estates of Coromandel and Plaine Lauzun,
but the firms in these estates account for nearly 40%Z of total
employment. There are three small private industrial estates
located outside the Port Louis area which provide employment
opportunities in the rural area. Other individual factories
are generally found in clusters in the corridor that runs from
Port Louis to Plaines Wilhems to the south of the city. '

. In the wmid-1970's, when the Export Processing ‘Zone
(EPZ) was expanding rapidly, she development of two estates
(Phoenix/Vacoas)‘by DBM was crucial to relieving a factory
space bottleneck. It should be noted that then, as is the case
now, Mauritius EPZ was attracting the highly mobile segments of

%


http:provision.of
http:designed'.to

-

the garment inﬂuéffy; whi¢h~aré unwilling to make substantial. '

capital investments. By and large,. these industries rent space
rather than build, but, fortunately, the infrastructure R
requirements for garment manufacture are much less than in =~
heavy industry. Management and rental of the two estates 'is a’
break even operation for ‘the DBM. It is earning enough money
to pay back the concessional comstruction loan from the World *
Bank. : ' SRS

In the late 1970's, the expansion of the LEPZ stopped,’
and, in fact, there was some retrenchment in the .early 1980's.
Unfortunately, the DBM completed its building program for
factory rental units at Coromandel. Because of low demand, it
had been unable to rent more than about 50-60% of the building.
area. Similarly, the open space reserved for owner constructed
factories has not been built up. The problems at Coromandel
have been caused not only by the world recession, but also by
poor building design (little demand for second storey space) .
and labor supply problems in the area. The DBM pProjects that
by mid-1984 all its rental space will be occupied. The Plaine
Lauzun Estate is fully rented now. R

' The Ministy of Economic Planning and Development, dﬁ@f
the Ministry of Industry, along with DBM, are now evaluating .

the demand for new factory space and supporting ,

infrastructure. The National Physical Development Unit of the
MEPD has made the preliminary estimate that 1.3 million sq.ft.
of factory space will be needed over the next three years.«: The
figure should be viewed with caution until detailed surveys. are-

complete, but it does suggest that there is an immediate need
to begin planning industrial estate development. Even if the '
estimate turns out to be somewhat inflated, the task of. R
building only a small percentage of the presently estimated.
factory space requirement will be enormous. Updated MEPD
statistics on use and demand will be reviewed before final
allocations of local currencies are made.

o Although the GOM has not set out a general strategy to
attract and develop the EPZ and Development Certificates (for
import substitution industries) enterprises, it does support a
three-prong approach to factory site development. First, it
"will encourage the DBM to develop the Vacoas/Phoenix estate
- and possibly the site at Beau Vallon. Secondly, it will
. promote mini-estates located in high unemployment areas of the

island. Some of these will be built by the GOM and then turned

over to the DBM or MEDIA to manage. The private sector may
develop some, but at present, liattle is known about their
-interest and incentives to build estates. The MEPD is .

embarking on a study of the private sector which should provide

a basis for GUM policy in this area. However, there exists a

)b
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‘gené:alﬂﬁonheh@ué]ﬁithig’the GOM'thaf}fhd*théﬁgxpent'praétiédl,
priVateiéectOr‘develdpmént?is“deSitéble{;ﬂfﬁﬁénpburage private -
sector investment in this area, the GOM plans ‘to allow .
industrial estate déveloperSrto‘qualify fdf;DéVeIOpment e
. Gertificates (DC) which give substantia1ftgx;bréaRQ‘:o the . .~
holder. BT D WS e et S N

- In line with the GOM approach, and the present demand
for industria1~éites’and~£actory"space, AID and the GOM plan to.
provide Rs 16.5 million of CIP generated funds on a loan basis .
to DBM for the development of the Vacoas/Phoenix Industrial e
Estate. It has a large potential employment catchment; it wiIL;
be very well served by transport; and, all essential R
infrastructure will be provided at reasonable cost. .The DBM
"will operate and manage the estate, once constructed. A
contract has been let for the design and detailed cost SIE P
Projections which will be completed in June. A DBM engineer - -
estimates that site preparation will be completed in June and
that site preparation and basic infrastructure for the 13 acre
estate will cost Rs 6,000,000. Because of the projected =
shortage of factory space for rent, the DBM wants to ‘move - ,
quickly to construct 60,000 sq.ft. of space.-*At‘an estimated-
cost of Rs 150/sq.ft. of space, an additional Rs 9,000,000 will
be required by the DBM. A 10 per cent contingency of Rs g
1,500,000 is added to the cost to bring the total requirement -
to Rs 16,500,000. . N e

As part of the incentive package.:to.EPZ and DC .
enterprises, the GOM has been arranging rental-and land :
purchase terms that are concessionary. Although the GOM is now
reviewing its general incentive program for the EPZ and DC '
industries, it is expected that new or expanding firms will
receive favorable rental terms. Thus, it is expected that the
terms of the Ks 16.5 million loan from the government to DBM
for development of the Vacoas/Phoenix Estate will also need to
be concessional. A detailed economic analysis of the Estate
will be completed by the DBM, Clearly, although the financial
returns to the DBM may be low or possibly negative in real ‘
terms, the economic returns to the country as a whole, -
especially in regard to employment generations, are expected to.
be high. R

2. Small Buéiness and Indhstry Loan Scheme

In the 1982 cI1p local currency program, Rs 2.0 million: =
‘was granted by the GOM to the Development Bank of Mauritius- for
an-experimental small scale buriness loan revolving fund. . The -
D8M had experience with small $cale industry loans, but wanted
to ‘expand its lending to artisans, traders and service firmg.
The objectives of the scheme are to increase employment. and

7
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'fff25'5
promote economiC“grbwthfih'the smdnggcdléfenpefhfiSe»§¢¢c6f&'
Establishing loan procedures for‘;he'ébhemefﬁéht#ﬁldwly'beC?uSe,
- of the decision to havefcommerciaL,bank'participdtion=(thisf};?}f
does not involve any acquisition of equity). Their SR
participation was desirable in order to "leverage" the CIP . . ..
generations, lay off part of the risk, and éncourage private
bank participation in the sector. Agreement was reached on' the
Procedures in late 1982 and the first ‘loans were made in early
1983. By the end of 1983, 429 small businesses had received

loans totalling Rs 5,906,250 of which traders received 62
percent; service firms 17 per cent; artisans 5 per cent; and
miscellaneous other firms 16 per cent. Sixty per cent of the
loan amount sanctioned by the scheme was provided by the DBM
. (Rs 3.54 million of which the CIP L/C total is Rs 2.0 million),
while the commercial banks provided 40 per cent (rs 2.36
million). The overall interest rate was in the 12 per cent
range with DBM loans at 10 to 11 per cent and the other banks
at the commercial rate of 12~-14 per cent. The term of the
loans were generally five years. It is too early to have any
indication of the repayment performance. Generally, the
Embassy and AID have been pleased with the performance of the
scheme and propose a replenishment of it from the FY 1984 cIp. .-
L/C generations. B e

The DBM has proposed that the AID funds'alsokbe“used
to finance small scale jndustries which have difficulty in -
obtaining funds for their working capital requirements. The
local currency provided under this Program will complement the
foreign exchange loans for small industries from the World Bank
funds provided to DBM. The terms will be essentially the same
as those for small business; however, little commercial bank
participation is expected since IBRD credit funds will complete
the loan packages.

funds are needed to replenish. the eXpandedjSmall,Business and
Industry ‘Loan Schemewﬂ;Thg;CIP*Ibéalpcﬁgféncieé?in the amount
-of Rs 3.5 million willlbgiproﬁidédvto<hélp{teplenish the
revolving fund, = 0 -0 ’ o

The DBM estimated thétlup cofRs.SQOfmillion of new

3. Tourism Promation -

o.v . Tourism plays an important role in the economy. of
-Mauritius. It contributes approximately 10 per cent of foreign
~exchange earnings, and provides direct or indirect employment
for an estimated 20,000 workers (10 per cent of the labor’
force). The development of th, tourism industry is in line
‘'with the GOM policy to diversify the economic base of the -«
‘country to ensure sustained growth and increased employment.
In recent years, there has been a decline in receipts from -

7



the erosion of Mauritiusg'
tourist destinations.

The GOM, through the Mauritius Government Tourist
Office (MGTO), has intensified its promotion program in the'
maiu tourist generating countries. The FY 1983 CIP is I
Providing MGTO with Rs. 4.0 million which, in part, has enabled
the GOM to raise MGTO's budget from RS. 6.0 million to RS.VIQQO
million for FY 1983-84 (the 1979 level in constant rupees). . .
This increase is being used to expand and improve traditional
Promotion activities. The GOM wants to improve management and
evaluation in these areas to determine the program's o
effectiveness and ensure Proprer allocation of scarce resources.

The present strategy of the Promotion campaign has the
following objectives: (1) To smooth out the seasonality in
tourist arrivals, thus improving tourist nights in Mauritius
without new hotel construction; (2) To strengthen participation
of all organizations involved in the tourism sector, especially
the private operators; and (3) To emphasize traditional
markets, but plan long term diversification to protect
Mauritius from dependence on a few markets. The MGTO has just
begun to expand itg program and it is too eariy to tell the
impact of its plans and strategy, although tourism is up this
Year despite France's currency restriction placed on its
traveling citizens (France is the ma jor tourist market for o
Mauritius). Because of the high potential return in this area .
and the need to sustain a Promotional campaign for several
years to have an impact, a Rs. 4.0 million FY 1984 ciIp
allocation to assist the MGTO is again proposed. The GOM ig
Planning to increase MGTO's budget to Rs. 16.0 million for FY
1984-85 in recognition of its importance to tourism expansion
and continued support from donors. The CIP funds would be used
to support promotion activities such as (1) workshops with tour .
operators, (2) familiarization tours for travel agents and ’
journalists, (3) production of material and brochures, and (4)
selective advertising in traditional and new markets.

V.  PROGRAM IMPLEMENTATION

A, ‘Impleméntation Responsibilitiés

1, Government of Maurifius,,‘

, Primary responsibility for implemeh;ationV§f~ﬁﬂe“USﬁi
dollar aspects of the program, including reporting e o
requirements, will rest with the Ministry of Finanqe;”gxhegBaqu;

of Mauritius will act as a clearing house to approve. .

2



applications for foreign exchange while import: licenses will be
issued by the Mini#ffyﬂdf'Tradéfand Shipping,g

Finance, will be.established in the Port Louis branch of

A special account, opened in favor of tiie Midiﬁtrffbﬁﬁ

Citibank. The funds in this account will be monitored by the -

Ministry of Finance in consultation with the Ministry of -
Economic Planning and Development. Visbursements will be made
by Finance in a timely manner to the government entities

implementing the agreed upon activities. On a periodic basis,
the implementing agencies will send to AID progress reports on .

the programs. These financing and reporting procedures are the

same as those used for the 1last CIP‘qu no serious problems
with them have arisen. T o

2. AID

. REDSO/ESA, with the assistance of the American ,
Embassy, Port Louis, will have Primary responsibility for the
administration and implementation of the grant. A REDSO = .
Project Committee will be responsible for overseeing the
implementation of this program. The principal REDSO backstop
oificer will be James Dempsey, Project Officer. ' o

3. Mauritius 0il Refineries

) The Mauritius 0il Refineries will tender bids for ‘the .
piLrchase of 'degummed oil. When a bid is awarded and the oil .
received, the firm will then process it and sell it.on‘the.open _

market. Next, the Mauritius 0il Refineries will Pay into the

8pecial account the rupee equivalent of the value of_paymgnt  ff 
documenis presented by the US supplier under letters of credit .’
established for.the supply of oil. These payments will be made

within three business . days of receipt of notification by

Citibank, Port Louis, that said docunencs have been presented;*f

B, Appiitab}eaAID Regulations and Procedures 

l. AID Regu1ati§h 1

B “~v"*fAID{s7Sfah&ard'financing procedures, applying the AID
~Regulation 1 in its entirety, will be applicable to ‘all foreign

 exchange transactions under the Grant. After having reviewed
..the GOM's foreign exchange allocation and import licensing
‘procedures, it is not expected that these AID procedures place
an undue burde¢n on the system. During the previous CIP, AID

Regulation One procedures were seen as compatible with existing

commercial procedures.

Z0
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2.  Eligible Commodities and Related Services'
While all items listed in the AID Commodity

Eligibility Listing - 1981 Edition will be eligible for
financing under the Grant, it ig anticipated that the initial}

(Metals and Metal Products, Machinery and Transportation o
Equipment), Transportation and marine insurance will also be
eligible for financing. We expect that the entire §2 millioﬂff
will be used to finance the Procurement of degummed edible oil.

3. Authorized Source of Procurement

In accordance with the ﬁoiicy set forth in AID

Handbook 1, Supplement B, for ‘Economic Support Fund Granﬁé}fﬁhe

authorized source of Procurement for commodities and,servicéggﬁ
will ‘be AID Geographic CddeJOOOT(US,only). SRR

5. Value of Trénéactioné i

The minimum value of transactions under the Grant. will:
be set at‘$10,000; however, it is anticipated that the entire -
amount of the CIP will be utilized in Procuring a single " "
commodity, edible oil. Only One_of'two,transactionsfarg 9i$n
expected. Should there be any change in this Plan, however,:
the issue of procurement will be subject to further [N
negotiation. It is Proposed that REDSO review all transactions
which exceed 20% of the value of the Grant., Co e

6. Methods of Financingu',f

o - AID will open a Bank Letter of Commitment through -
~CGitibank, N.Y. with Mauritius 0il Refineries as the approved
applicant. Although Mauritius 0il Refineries, normally makes
‘payment by direct wire transfers, it will use a Bank Letter of
Credit for the CIP procurement. US supplier(s) will be paid by .
letter of credit. Citibank, Port Louis, has agreed to reduce

its letter of credit charges so that they are only‘marginallygx_:

more than for a wire transfer. If purchases other than 0il are

gl
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made, bank:letters’of credit  fromGitibank are expected to be

~used. -

7. Bisbursement Period

significant delay in the timely disbursement of funds under
this program. Use of the Letter of Credit is expected to = .
result in a rapid draw-down of AID funds; a period of 12 month's
is provided for this action. Complete disbursement of AID '
funds is expected within i8 months.from the effective date of

the agreement. Utilization of all local currency generations:
is anticipated within a two year period. :

. Based on previous experience, we do not anticipate any

C. Government of Mauritius~Impoft.Proceddfgg‘

, Severe import controls introduced by the Government in
1981 were continued. through 1983 to help rectify a - oo
deteriorating balance of payments position and to insure that
available foreign exchange was utilized in the best, most = |
productive interests of the country. As from January 1984, . .
however, following the recommendation of the IMF,-GOM'hag;thken?
steps to gradually lift all import restrictions. P e

. Under current Government_regulations,vgn’iﬁﬁﬁftéﬁgﬁu_wy
hold: =~ - = = L PR A St S Aetalbel 3 bt it

i) An import licemse} = !

" An import permit; and

i) Pay a levy of 12% of the uuir value .ot ‘the goods to be
imported before he can place an’;order. "In addition,
~once the above requirements have been' complied with,
the participating commercial bank must obtain prior
approval from the Bank of Mauritius (central bank) -

before foreign exchange can be released.

o , However, all these functions are being carried out
~under established procedures. They have been reviewed by -
REDSO/ESA staff and determined to be fair and equitable.
 Accordingly, the funds made available by the Grant will be -
integrated into normal licensing and allocation procedures.
. 6rant funds will not be used, however, to pay the 12 percent .
levy, nor for any other identifiable taxes, tariffs, duties or
~other levies imposed by the GOM, and the Grant Agreement will :
~contain the standard provisioj proiibiting such use of AID.
funds., o . P
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D.  Port Cledr¢hce'énStatus‘oszoft:

All Mauritian importers use Port Louis as the port of =
entry. It is the only commercial deep-water port of the o
country and is administered by the Mauritius Marine Authority.7 
The port has 7 deep-water quays, 3 quays for lighterage
operations, and 10 buoy berths. Vessgelsg up to 195 meters
overall length and 11 peters draft can be accommodated. These
include bulk handling facilities for sugar, petroleum products,
fertilizer, vegetable oil and cement. Moreover, there is a
container terminal which consists of a container control
building, deep-water quay, a container park and. a yard gantry
¢rane for container operations. 4 feasibility study on a major
port development Project for the construction of a wheat flour
mill and grain complex is currently being undertaken.

With the coming into operation of the Bulk Sugar ,
Terminal and facilities offered for the handling of containers
at the Container Terminal, waiting time for containerized cargo

hours. A substantial increase has been registered in port
Productivity., Unitized cargo vessels are being loaded/unloaded
at a rate of 20-30 tons Per gang hour, whereas containers are
being loaded/discharged at a rate of 4 to 5 units pPer gang
hour. Both are Very reasonable rates; containers are
off-loaded much faster than by bulk. Once off-loaded,
commodities are readily hauled to destination.

E. Commodity Arrival and Disposition

' No delays are foreseen with regard to the handling,"
discharge and clearance of the bulk commodity to be financed
‘under the program. The Customs and Excises Office has an
established systen for monitoring the arrival of goods in
country for wnich import permits are issued. Import permits’
must be presented to Cus toms officials, who note receipt of -

goods as well as any discrepancies. The investigativg branch
. of the Office follows up on any irregularities. ' o8

. It is anticipated that the importer of the AID -
financed goods will Promptly clear the items fromLCUBtbﬁQ§
'satisfying the standard requirements of AID, and sell or,
utilize the goods within one year after they arrive'in "
Mauritius, S - ' -

Fg;, Implemeﬁtatioh Schedu;é‘

2. ~ COPs Satisfied = 1 June, 1984
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b, -
‘55;: -
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7. -

8. -

G. Program

- Letter of Cféditf{é}hédfﬂj ditfbhﬁk '”Sebfember;iIQQQE

Importer (s) commences procurement . o
~action N - . September, 1984
First shipment from US ‘ November - '

December, 1984
Terminal date for requesting S

disbursing authorizations 31 May, 198§$
Grant is fully disbursed 30 November, "

Local currency generations
fully disbursed i

1985 . -

‘May. 1986

Monitoring .

AID will monitor the progress of both elements of the
Program -- drawdowns on ‘the CIP and progress on the uge of -
local currency generations -- through financial reports
containing the following information, as will be more
specifically described in an implementation letter:

1.

CIP

a)
" b)
" b)

c).

»kd)

Report of letter(s) of credit opened
Report on disbursements A

. Local Currency Generations:

La)

Quarterly and cumulative disbursements by
the Ministry of Finance from the Special
Account; A
For each program or activity funded from the
Special Account, the amount budgeted for the .
activity, disbursement made during the
quarter and cumulative disbursement; and

A general description of activities, goods,
services, structures and/or facilities, etc,.

‘financed during the quarter.

For any loans funded from the Special
Account, a report on the amount and terms of

'such loans, the repayment schedules, the

proposed use for repaid funds and quarteriy
reports of repayments actually made.,

_fﬁiﬁgﬁill,retain the right to audit and inspect

| activit

ties,
underthe CIP,

including the local, currency program,_fipahpg§ 
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'VI. OTHER CONSIDERATIONS

A.  Impact on US Balance of”Payments

The short~run impact of thls program on the US palnnce
of payments position will be m1n1ma1, ‘since the’ commodlty tha B
will be procured (ed1b1e o11) 1s already generally 1mported
from the US.

property51 ot appropriate..
B Relatlon to Export Import Bank”c”edx a

‘ The commodlty
nor 1a 1t expected to,

compete with. Export Importigaf
D, Relation to OPIC Program

The OPIC program is not active in Maurltlua, w1th the:f
exception of its insurance coverage of Citibank Port. Loula s

against 1nconvertab111ty, exproprlatlon and war. - Furthermore,ﬁa
this CIP is highly unlikely to result in any confllct w1th ‘that -

Program in the future.
E. Env1ronmenta1 Statement
A categorxcal excluslon determxnatlon 13 attached as'

AnnexaE;,

viI. NEGOTIATING STATUS

Substantlve agreement haa been” reached ‘on all’ aspects of -
the program, 1nc1ud1ng agreement on’ the - commodlty to be " "*#
imported, edible 011, and the proposed uses of local currency
generations. T . o R :

Program negotxat1ons have been extremely productive’ and
cordial. GOM officials in both the Ministry of Finance and the
Ministry of Economic Plannlng and Development have been
. forthcoming and cooperative in d:scusslng the implementation of
local currency-financed activities under the FY 1984 CIP, and
in presenting and rev1ew1ng optlons for the current ‘Proposal., -
In addition, useful visits were ‘.nade to the organizations which
will backstop each of the three activities proposed for =
assistance, as well as site visits to provide the PAAD deslgn j
team with a better understanding of the context in- wh1ch o
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assistance is being considered. Furthermore, visits were also
made to MOROIL for the purpose of reaching an early B
understanding on all import-related procedures. Lastly,
meetings were held with several private sector representatives
to obtain reaction and comment on the proposed program. o

No special conditions or covenants are proposed for
inclusion in the Grant Agreement. No .particular problems in’
signing or implementing the program Grant Agreement are
anticipated. L Sl oL e SRR

L
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Annex B. Economic Analysis and Statistical Tables

1. Economic Overview

Mauritius has a small island economy with limited resources for economic

development. Its primary resources are agricultural land and a favorablé
climate which 1is marred by occasionally severe cyclones. Because of the

recurring cyclones, sugar cane has proven to be the principal viable crop,

after 300 years of experimentation and experience. The Mauritian economy 1is
therefore dominated by the sugar industry, which in 1982 accounted for 76
percent of total agricultural production. Sugar also contributed 60 percent

of all exports and accounted for about 30 percent of total employment, includ-
ing both agricultural and factory labor. The status of the sugar industry is

fundamental to the economic and social well-being of Mauritius.

Apart from sugar, the agricultural economy produces limited quantities of

tea, fruit, vegetables, tobacco, meat, fish and some rice. Agricultural
diversification has been promoted during recent years. Most activities are
undertaken by 21 sugar estates, which control much of the arable 1land. The
island is self-sufficient in some vegetables, with irregular exports to neigh-
boring islands. It is generally accepted that agricultural diversification
will take place in conjunction with sugar, rather than in lieu of sugar.
Annual crops such as beans, potatoes, maize and onions can be grown inter-
lined between the time of sugar harvest and the overgrowth of cane. Consider-
able experimentation is already occurring with agricultural diversification,
including the raising of beef and venison, using non-arable forest -areas.
Since few domestic crops can compete successfully with imports in terms of
cost, especially with those from South Africa, the success of agricultural
diversiication will be gradual and will depend on increasing the efficiency
of production technology. -

The manufacturing sector has grown significantly during the past decade,

principally due to the Manufacturing Export Processing Zone (EPZ). Since the
mid-1970's the EPZ has successfully established new export markets for tex-
tiles, knitwear, electronic equipment, food processing and metal products.
Companies involved in import substitution hold Development Certificate (pC)
status, which entitles them to tax and investment incentives and exemption
from duties for imported inputs on the same basis as EPZ firms. Abcut 110
firms operate under the DC scheme and about 95 firms under the EPZ classifica-
tion, primarily in textiles and knitwear. The EPZ sector accounts for over
21,000 jobs, or 60 percent of employment in manufacturing and 11 percent of
total employment. Prospects for the expansion of the manufacturing sector
have improved since 1979, due to slower cost increases attributable to wage
restraint and improved port facilities, and to higher rupee prices for exports
resulting from the two devaluations. The government has also introduced
additional tax incentives, increased its promotion efforts and encouraged the
diversification of products and markets. The number of DC and EPZ applica=-
tions processed during 1982 increased to over 175, with 68 approvals.

The tourism industry constitutss another growth industry in Mauritius,
and it is the third largest foreign exchange earner after agriculture and
manufacturing. The main sources of tourists have been Reunion, Madagascar,
South Africa, France and other European countries. - The average annual growth



rate for tourist arrivals was 15 percent between 1975 and 1979, 1979 being the
peak year to date. Tourist arrivals since then have averaged about 8 percent
below the peak year, although gross earnings have not been similarly affected
(with $40.6 million in 1979, $46.7 million in 1981, and $41.1 million in

1982). The number of tourist arrivals in 1983 was up 3 percent, nearly equal

the level of 1979.
2. Recent Econoﬁic'Developments* ' ‘ | =

a+. - Sectoral Growth of GDP

The National Income Accounts data presented in Tables 1-6 ﬁnderscore'tﬁe 

critical role of sugar production in the Mauritian economy. As sugar cane
production declined in 1980, sugar milling in turn fell off, depressing the

manufacturing sector and real GDP, the latter by 10.1 percent. Real GDP re~

bounded by only 6.4 percent in 1981, but rose another 6.0 percent in 1982. As
sugar cane production returned to more normal levels in 1982, the agricultural
gsector also returned to the average level of the late 1970's. Another drop in
sugar cane production of 16 percent in 1983 again depressed overall agricul-
tural output and reduced GDP growth to. less than one percent. The primary
growth sectors of the economy between 1976 and 1982 were manufacturing (which
-grew by 29%), trade, restaurants and hotels (22%), government services (23%),
communications (31%), and real estate and business-related services (24%).
These growth trends reflect the diversification policies of the GOM and the
expansion of government services. Since 1976 agriculture has remained rela-
tively stagnant in real terms, and it declined from 22.5 percent of GDP to
13.3 percent in 1983. Sugar milling has declined marginally. Construction
has also declined steadily after reaching a peak in 1978, :

Although the world market for sugar is not favorable at the present time,’

Mauritius has traditionally found protected markets for most of its sugar
exports. The EEC purchases about 80 percent of its sugar, and the exportable
quantity is expected to increase slightly under the new International Sugar
Agreement. Thus the GOM officials place a high priority on attaining an
average annual production level of 700,000 tons per annum, which was reached
only once previously (in 1973/74, see Table 23). '

b. Employment and Wages

The slowdown in economic activity has led to a decline in employment
since 1979, as evidenced by Table 18. The official estimate of unemployed for
mid~1982 was 50,000, or 15 percent of the available labor force~-double that
of 1978. Registered unemployment increased to 76,000 by October 1982, or 22

* This section draws heavily from World Bank, "Mauritius, Economic Updating
Note, Recent Developments and Prospects," April 18, 1983; World Bank, "Mauri-
tius Economic Memorandum: Recent Developments and Prospects," 1983; ' IMF,
"Mauritius -~ First Review of the Stand-By Arrangement," October 31, 1983; IMF,
"Mauritius - Staff Report for the 1983 Article IV Consuitation and Request for
Stand-By Arrangement," April 20, 1983; IMF, "Mauritius =~ Recent‘ Economic

Developments," May 4, 1983; GOM, Bi-Annual Digest of Statistics, Central.

Statistical Office, December 1982; and the first two issues of GOM, "Economic
Indicators," Ministry of Economic Planning and Development, Port Louis, Janua-
ry 5 and January 13, 1984,
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percent ‘of the labor force. While this figure is thought to bé iﬁfi§Eé&?{5§};u
over-registration, the situation is nevertheless alarming.* Between 1979 and’
‘the'

1983 employment declined by 3.4 percent in absolute terms, according to
Ministry of Finance Bi-Annual Survey of Employment. (See Table 18.) ‘

The employment outlook for the near future looks bleak. Few new domestic,

industries are expected to be initiated, and new infrastructure activities are
not expected to generate #dditional job opportunities. The best hope for
Mauritius lies in its possible attractiveness as a secure location for export-
oriented international firms, especially those wishing to take advantage of
the country's privileged access to EEC markets. At the same time unemployment
is high, there is a general shortage of unskilled labor, as educated youth
seek more challenging and remunerative employment. In addition to falling
employment, real earnings have declined since 1978--by 13 percent overall and
by 20 percent in the manufacturing sector (see Tables 19a, b, and c)e

The stagnant employment situation reflects economic adjustment problems
within Mauritius and throughout the world economy. The drastic fall in capi-
tal formation in Mauritius has reflected this uncertain economic situaticn and
translates directly into reduced growth in employment. Gross Domestic Fixed
Capital Formation declined from 31 percent of GDP in 1979 to 18.1 percent in
1982, rising slightly to 18.4 percent in 1983.

Rising unemployment cannot be bLamed on an excessive rate of population.
growthe In Mauritius a successful family planning program, together with a.
high rate of emigration, has reduced the population growth rate from 2.0
percent between 1963 and 1972 to l.4 percent between 1972 and 1983 “(inter=.

censal rates).**

* World Bank, "Mauritius Economic Updating Note, Recent beVelop-
ments and Prospects," April 18, 1983, p. 23; and IMF, "Mauritius
- Recent Economic Developments," May 4, 1983, pp. 21-22.

** The Mauritius Family Planning Association (MFPA), a.non-governmental organ-
ization, has been financed by the International Planned Parenthood Federation
(IPPF) since its foundation in 1958. AID is a major contributor to the IPPF.
MFPA "currently receives an annual cash grant of approximately $200,000 and an

additional grant of commodities worth about $75,000 (contraceptives, clinic

and office equipment, motor vehicles, etc.) from IPPF. Since 1972 AID has
sponsored the training of about 20 MFPA people. _—

To date a total of about 30 persons from the Ministry of Health Family
Planning/Maternal Child Health (FP/MCH) Division have also been trained by
USAID/JUPIEGO. JHPIEGO has also donated one set of laparoscopic equipment
each to two government hospitals. AID has also proposed, in response to a
recent GOM request, to supply the following contraceptives, on a. grant basis,
to the Ministry of Health: 1.6 million condums, 2000 copper-T I1.U.D.'s,
500,000 foaming tablets, and 100,000 oral contraceptives (Femenal). A CDC
consultant was scheduled to visit Maurjtius in February 1984 to determine how
AID could meet FP/MCH's contraceptive requirements for the period 1984-87.

Natural fam!ly planning (NFP) services in Mauritius are carried out
exclusively by Action Familiale, a non-governmental organization. So far,
there has been little AID involvement in NFP activities in Mauritius. The



c. ‘Government Finances

The vgovernmeht's budget has shown persistent deficits since 1976/77.
Beginning in 1979/80, the government improved tax revenue collection and .

restrained ordinary expenditures; and the overall central government deficit
was reduced from 13.9 percent of GDP in 1980/81 to 9.8 percent in 1982/83.
The cyclones experienced in 1980/81 required substantial emergency - expendi=’

tures, while they severely reduced the revenue base in the sugar industry,
resulting in a substantial increase in the deficit, 'despite the stabilization -
measures already introduced. Budgetary projections for 1983/84 indicate a
continuation of the overall deficit of around 10 percent of GDP (9.6% for the -
consolidated public sector account--see Table 8). The overall deficit reached .

and surpassed Rs 1.3 billion (over U.S.$100 million) in 1980/81 and 1981/82,
and then declined to Rs 1.2 billion in 1983/84- : o

Subsidies for staple food products, although recently reduced, continue
tce burden the government budget. In 1981/8% food subsidies cost about 6.3
percent of total central government expenditure, not including the hidden cost
of the preferential exchange rate.* The following year these were reduced to
4.7 percent, and the authorities intend to reduce them to around 2.6 percent
in the current (1983/84) fiscal year, in keeping with an IMF agreement that
they equal no more than Rs 118 million this year, down from Rs 230 million in
1981/32 (see Table 9). The subsidy eiement declined from about two-thirds the
actual cost of rice and wheat flour in 1978/79 to about one-third in 1982/83,
and it 1is expected to decline still further this year, as domestic retail
prices are increased. (See Table 10.)

American financed PL 480 imports of rice and wheat flour have become part
of the food subsidy issue, since the landed cost of these commodities in
Mauritius is apparently considerably more than alternative commercial sources
of supply. AID policy supports IMF and World Bank recommendations to reduce
fiscal subsidies for basic food commodities, and yet PL 480 requirements force
the GOM either 1) to charge a higher retail price for the American products,
which are provided on concessionary financial terms, than for competitive
commercial imports (politically and economically difficult to do), or 2) to
subsidize the domestic consumption of these basic food staples (against IMF
Stand-By Arrangement conditions and World Bank recommendations). Part of
Nairobi 11285, transmitted to AID/W on 4/11/84, which discussed this issue in
some detail, is summarized below:

The GOM was hesitant to begin negotiations on the FY 84 PL 480 loan
because of the substantially higher price of U.S. rice than its usual market

- gources (Thailand and Burma). The price of PL 480 wheat flour is also signi-
~ficantly higher than the traditional commercial sources of that commodity
(Australia and France). The State Trading Corporation (STC), Mauritius's

only major AID-supported activity has been the $84,200, two-year -(1983-85),
NFP Service Program Evaluation Project started in August 1983 by the Interna-
tional Federation for Family Life Promotion of Washington, in collaboration
with Action Familiale. &

- % Staple food import values were converted to rupees at a preferential
exchange rate. Had they been converted at the normal rate of exchange 'the
subsidies would have been still higher. : .



monopoly_uwholesale'bu§ef“and seller of flour and”rice, calculated that taken
together last year's PL 480 purchases cost the STC Rs 21,543,570 (uss

1,752,000 at 12.3 Rs/dollar), or a total of 66 percent more than if it had

purchased similar quality commodities from its usual market sources. STC
calculations, including differential shipping costs, are as follows:

Rice: The average ce.i.f. cost of 7870 MT of PL 480 rice was US$391 per MT.

The average c.i.f. cost of Chinese rice was US32i8 per MI. The PL 480 rice
cost 77 percent more than the Chinese rice. . :

Wheat flour: The‘average c.i.f. cost of 3782 MI' of PL 480 flour was US$356

per MT. - The average c.i.f. cost of French flour was US$253 per MT. . The PL
480 flour cost 41 percent more than the French flour. o

Furthermore, rice from the Orient, according to STC, is preferred to PL
480 rice by Mauritian consumers, so it is not possible to sell the PL 480 rice
on the market at prices higher than the rice imported from normal commercial
.sources. Therefore, the purchase of PL 480 rice and wheat flour force the GOM
to increase its subsidy to the STC for these basic staples at a time when the
IMF and World Bank are insisting on a substantial reduction in such subsidies,
in order to reduce the fiscal deficit and its consequent expansionary pres-=
sures on domestic prices and the balance of payments (the latter by increasing
import demand). The only apparent reason for Mauritius to accept PL 480 rice
and wheat flour is that the foreign exchange is provided on a concessional
loan basis with low interest rates and repayments spread out many years into
the future. :

d. Balance of Payments

Mauritius's balance of payments deteriorated progressively between
1976/77 and 1980/81, initially in the wake of expansionary fiscal and wage
policies carried over from the sugar boom period, and subsequently due to
unfavorable weather conditions resulting in poor sugar harvests, coupled with
continued fiscal deficits (See Table 1l1). The current accrunt deficit rose to
minus 144 million SDR's, or ~15.5 percent of GDP in 1980/81, but has declined
to =5.0 percent of GDP in 1982/83 and an estimated -4.5 percent, or T =49
million SDR's, in the current.year. IMF projections indicate that a slow
improvement can be expected during the coming years, if Mauritius receives
additional support from the international donor community and does not suffer
any additional disasters. (See Table 11.) :

Sugar constitutes Mauritius's major export earner, accounting for more
than 60 percent of exports in 1982. The EPZ accounts for about one third of
exports, while other exports constitute the remainder (See Table 14). Sugar
has been declining steadily as a proportion of total exports, even during good
harvest years, because of the rapid growth of EPZ exports, which have added
about two percentage points to their export share each year since 1975., The
steady growth of EPZ production has become critical to Mauritian export per-
formance as well as to the maintenance of domestic employment.

Sugar'exports are critical for Mauritius's balance of payments, Jjust as
.- sugar production effects the entire domestic economy. As a traditional sugar
" producer, Mauritius exports about 500,000 tons of sugar annually to the Euro-
pean Common Market, where it receives a preferential price. The balance of
sugar exported is sold on the free market, primarily to the U.S. and Canada.



In addition to exports to the EEC, fhe International Sugar Agreement allots

Mauritius an annual export entitlement of 175,000 tons, provided the world -

price remains above a floor level of 11 U.Sy cents per pound.

In May 1982, a revised sugar import quota system for the U.S. market
allotted Mauritius a quota of 30,000 tons (equal to 1.1 percent of U.S. suggr
imports). This compares very unfavorably with the 130,000 tons Mauritius had
planned to export to the U.S. in 1982. Mauritius was twice disadvantaged by
the new quota system: first, by a low ceiling on exports due largely to
cyclone losses during the base period.during which the quotas were calculated
and second, by a requirement that shipments be made quarterly, resulting in
.inefficient shipping practices. In 1982, Mauritius lost its second quarter
quota due to the small size of the shipment, which could not be economically

shipped unless coordinated with another exporter. (It is difficult for GOM -

officials to understand what they perceive as the unfairness of the quota
formulas and rules as applied to a small country like Mauritius.)

The world market situation for sugar at the present time is not advanta-

.Beous for producers. From a peak average of US$ 0.29 per pound on the New

York market in 1980, the price fell to an average of $0.08 per pound in 1982
and 1983, although the EEC is holding its import price at about $0.18/pound.
These price trends reflect excessive production, with world stocks equalling
35 percent of annual consumption levels in 1982. In view of this situation,
export prices are unlikely to increase for Mauritius's excess sugar production
in the near future.

Manufactured exports produced in the EPZ rose from. 1l percent of export
earnings in 1975 to 33 percent in 1981/82. Unfortunately, the introduction of -
quotas by some industrial countries, including the U.S., have restrained the
growth of the EPZ. Mauritian exporters have had to limit production of tex=~
tiles and to seeck other products to manufacture for export. Access to markets
is becoming an issue of extreme concern for manufactured exports as well as

for sugar exports.

Mauritius's imports include a variety of consumer goods, food products,
petroleum products, and intermediate inputs for the EPZ. In 1982 rice - and '
flour accounted for nearly 10 percent of all imports, petroleum 18 percent,

EPZ inputs 15 percent, and other imports 56 percent (see Tables 15 and 16).

Total rice imports averaged 80,000 MT annually between 1979 and 1982,
Virtually all rice must be imported, since no more than token amounts (100-200
MT) can be grown domestically. Of this annual requirement, 1983/84 PL 480 .
purchases from U.S. sources of supply amount to less than 10 percent (7870

MT). (See Table 16.)

Wheat flour imports averaged 56,000 MT annually between 1979 and 1982,

All wheat requirements are imported, as wheat cannot be economically grown in

Mauritius. Of this annual requirement, 1983/84 PL 480 purchases of 3782 MT-

comprised about 7 percent.

Vegetable oil imports averaged 18,000 MT a year during this same period,
again comprising the total consumption requirement. The approximately 3,000 °
MT of vegetable o0il to be financed under this ESF grant will satisfy about 17

percent of the total requirement for 1984/85.

NS



- Since none of these basic food commodities can be economically . produced
in Mauritius, pricing and subsidy issues do not include questions of producer
incentives or significant import substitution possibilities. The only possi-
ble substitute for the key foodgrain imports is maize, which in Mauritius is
considered primarily a feedgrain for livestock, since Mauritians do not eat it
as a staple themselves (therefore the price elasticity of substitution off
maize for rice or wheat is very low). The GOM has aggressively encouraged the
inteccropping of maize with sugar rane, and domestic maize production has
increased from 1081 MT in 1981 to 3000 .MT in 1983. Results so far, howeéver,
indicate that domestic production costs are nigher than the cost of commercial
maize imports from neighboring countries.

In attempting to stimulate import substitution, the GOM has also actively
encouraged the intercropping of potatoes and other vegetables with sugar cane,
and total foodcrop production has risen from 44,816 MT in 1981 to an estimated
48,393 MT in 1983, despite a decline in potato production from 16,000 MT to
12,000 MT during the same perind. The production of potatoes has been pushed

as far as the domestic market will absorh them, and the bumper crop of 1981

caused some serious storage problems and resulted in concessional - sales ' to
nearby countries to get rid of the surplus, despite a GOM campaign to encour-

age more domestic potato consumption, which averages between 12,000 and 13, 000'

MT annually.*

The consumption of potatoes is more heavily subsidized than either rice
or wheat flour, with the subsidy element equal to 60 percent of the controlled
retail price of potatoes in 1983, as opposed to 34 and 38 percent, respective-

ly, for rice and wheat flour (compared with free market retail prices). Even -
at the subsidized price levels, potatoes sold for more per kilogram than_
either rice or wheat flour. (See text table below.) Since in order to obtain .
the same caloric food value one must purchase more than four kilograms of raw.
potatoes for every kilo of rice or wheat flour, the potato is clearly not angv

economically viable food substitute for the staple foodgrains.**

Average (Jan.-Nov.) 1983 Prices
~ (Rs per kilogram)

" Subsidized Free Market

Food{jgs*f:‘l f' Retail Price . Price
Rice . 2.39 .82 321
whea:, Flour C2.22 .84 306 _

f-vf’f,pot:atoes | 2,50 1.50 400

| ébﬁRCEQ'beM authotities.”

_ S L .
" * 1983 production data were provided by Ministry of Agriculture. ‘See also
v_Table 25 and GOM, "White Paper on Rice and Flour," Port Louis, Mauritius,

, November 1982, pe 27. s R T

*% See GOM, 02. Cito, P 19.
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Foreign exchange reserves stood at about $83 million in December 1982,
about 40 percent higher than one year earlier. This amounts to the value of
1.4 months of imports, or less than one month of total foreign exchange
requirements. The GOM target has been to increase reserves to the value of

about 3 months' of imports, but by the end of 1983/84 they are expected to

decline to only 0.7 months of imports (see Table 11).

- .

Significant improvements have been made in reducing the balance of pay-‘
ments current account deficit, but Mauritius still has a tough road ahead due.
to depressed world merket conditions and the protectionist pqlicies of indus-

trial countries providing major markets.

e. Debt Service

The public debt on June 30, 1983, was estimated at ‘Rs" 6, 022 milliog?v,

519 million), or about 48 percent of GDP of which 69 percent wasv external.P
Total debt service payments were expected to be in the. neighborhood of Rs ‘1. 2

billion, or about 40 percent of FY 83 revenue.

Over 85 percent of government borrowing over the next few years is ex~
pected to derive from external sources. Thus, amortization of the public debt.

will burden the balance of payments for the foresecable future. Amortization

of the public debt reached a peak of 12.9 percent of GDP in 1980/81, and then -
it declined slightly to 12.4 percent the following year. It is projected to

decline gradually to 5.9 percent by 1985/86.

In 1981/82 external debt service payments on medium and long term debt
were s5till relatively low, requiring only 14.7 percent of export earnings.
This ratio is projected to rise to 25.2 percent in 1983/84 and 26.6 percent
the following year, before beginning to decline (see Table 12). While this
level of debt service is not as high as in many developing countries, it-is a
matter of concern for Mauritius for three main reasons: 1) Mauritius is an
extremely open economy, with exports accounting for nearly 40 percent of GDP;
2) Mauritius depends heavily on one export crop, which suffers from unpredict-
able price fluctuations and weather variations; and 3) Mauritius has insuffi-
cient foreign exchange reserves to weather the effects of another cyclone.
Mauritius must therefore intensify its efforts to improve its balance of
payments and to reduce its external debt service ratio.

£+ Exchange Rate Policy

In a world of varying inflation rates and changing terms of trade, the
exchange rate becomes a key tool for regulating the balance of payments. As’

expansionary wage and fiscal policies resulted in high rates of inflation
during the late 1970's, it became necessary to adjust the exchange rate.
Mauritius devalued by 23 percent in October 1979. However, the Mauritian

rupee remained linked to the SDR, which is strongly influenced by the U.S..
dollar. As the dollar rose and the Mauritian economy remained in trouble, it
became necessary to adjust the Mauritian rupee again with a 20 percent deval—

uation in September 1981. D

Two key factors determine optimal exchange rates: 1) purchasing powery =

parity, which is based on relative inflation rates, and.2) the terms of trade,

which are based on relative price changes and underlying shifts in‘ worldwide
supply and demand between imports and exports, irrespective‘of domestic infla-

Y4



tion. Ih-'additibhxto ﬁhéée‘tﬁo:faCtbfs,' it 1s‘élso’nece§85ry to - consider
special circumstances such as pa2riods of heavy budget deficits resulting in

high domestic demand, and poor weather resulting in lower export earnings.

Special circumstances may require one-time measures to facilitate adjustment.

An analysis of purchasing power parity for Mauritius.vis-a~vis its ﬁain’

trading partners is included as Table and Chart 13. The analysis shows that
Mauritius has maintained almost constant purchasing power parity in real terms
during the past decade, although the rupee has been devalued by about 10
percent in real terms since the latter mid~1970's. The devaluation of October
1979 was overcome by the 42 percent rate of domestic inflation in 1980, which
itself was largely due to the poor sugar harvest, increased government expen-

diture over reduced levels of income, and the resulting fiscal and balance of

payments deficits. The first devaluation was reinforced by a second devalua-
tion in September 1981, The combined effect of the two devaluations restored
the real purchasing power parity that prevailed in 1972 and 1975. As noted in
Table 13, the analysis was based on Mauritius's trade patterns during the four
years between 1978 and 1981. Average, trade-weighted exchange rates were de-
flated by average, trade-weighted ‘inflation rates for the comparison, with the

trade weights derived from the 13 more important trading partners (accounting

for 83.4 percent of all trade).

Detailed dafa on Mauritius's terms of trade are not available. Other
relevant data are included as Table 17, including a comparison of unit values

for exports and imports. A shortfall of such a comparison lies in its failure
to take into account changes in the composition of imports and exports. Thus,
it can only be used ac a rough proxy for the terms of trade.

The unit value of exports is set forth in line 2 of Table 17. The average
dollar value of total exports have fallen more slowly than the favorable EEC
sugar import prices, underscoring the importance of the EPZ, which enables
Mauritius to export products that maintain their value on the world market to
a greater extent than sugar. The increasingly large share of manufactured
exports accounts for the consistent and growing gap between the unit value of
total exports and the price of sugar. To the extent that EPZ exports consti-
tute an increasinily important component of Mauritius's exports, the unit
value of exports wiil maintain closer parity with imports.

The average unit value of imports for Mauritius has increased 3.5 times

since 1972, while export values have gone up by only 2.8 times (see line 3 of
Table 17)« Line 5 of Table 17 sets forth the unit value of exports divided by
the unit value of imports, which is used as a proxy for the terms of trade.
This ratio indicates that Mauritius's terms of trade peaked in 1975 during the
sugar boom, but that since then they have steadily declined. By 1982 they
were 49 percent below the 1975 peak and 19 percent below the 1972 level. This
deterioration occurred while purchasing power parity was maintained. There is
therefore a case to be made for further devaluation to compensate for the
adverse balance of payments effects of the eroding terms of trade.

Apart from purchasing power parity and terms of trade considerations, it

is also necessary to consider underlying economic conditions and policies. In’

the recent past, Mauritius's economy has suffered from expansionary fiscal and
wage policies. Beginning with the IMF Stand-by Agreement of 1979, wage .poli-
cies have gradually reduced real wages. Excessive government budget deficits
have been more difficult to control. Although gubstantial improvements have



been made, deficits continue to fuel domestic demand, causing both inflation .
and balance of payments deficits. These problems have been compoundedy‘by‘-

three consecutive years of adverse weather conditions characterized by poor
harvests. ‘ I

These additional pressures on the economy could be mitigated by - further
depreciation of the exchange rate, which would automatically provide more
rupees for expnrts, or alternatively allow competitive price reductions with=-
out a loss of revenue in terms of rupees. A devaluation would also inhibit
the demand for imports. However, it should be noted that in an economy as
open as that of Mauritius, devaluation can stimulate inflation if expansionary
pressures on the economy are not effectively curtailed to reduce domestic
demand. A devaluation would facilitate the adjustment process by changing the
relative 1incentives to produce for export and to consume imports. Once the
adjustment has been made, and such adjustments always hinge on the ability to
reduce consumption to correspond with production, then the exchange rate could
be allowed to return to levels consistent with purchasing power parity and
terms of trade considerations. In an economy that relies on effective demand
and duties rather than quotas or foreign exchange allocations to restrain the
demand for imports, the failure to compensate for changes in the terms of

trade or government-induced excessive demand has made structural adjustment

more difficult,

Last year the GOM implemented a change in the exchange rate policy that.

could result in effective devaluation. On February 28, 1983, the GOM untied
the rupee and the SDR, and entered into a “nanaged float." The official
rationale for this step was that the U.S. dollar, which accounts for 45
percent of the SDR's value, had been rising, while the pound sterling had been
falling. Since Mauritius's exports are primarily to the EEC, GOM officials
sought to prevent further erosion in the local currency value of exports, and
to increase the weight of the pound sterling and the European Currency Unit.
In short, the GOM sought to 'reward exporters and to penalize importers,"
rather than the other way around. Basically, the formula is consistent with a
devaluation or depreciation of the rupee against the currencies of its major
trading partners, which can be allowed to occur gradually. - Since then the
rupee has depreciated by 11 percent against the SDR and by about 15 percent
against the U.S. dollar (as of December 1983).

The eventual effects of a downward float, if 1t is "managed" downward,

would be to increase the price of petroleun and food imports, as well as of

capital equipment z=and imported consumer goods. The price of petroleum has

already been falling, and the GOM does not intend to pass the decrease on to
the consumer. Food prices have also been declining, effectively reducing
government subsidies. Depreciation of the rupee would increase the cost of
imported food, which could be handled either by an increase in the subsidy or
by passing it on to the consumers The increased cost of capital goods would
discourage new investments relying heavily on imported equipment and inputs
unless concomitant exports could be expected to offset them, and it would tend
to discourage capital intensive investments relatively more than labor—-inten-
sive ones. The prices (in rupees) of goods produced for export as well as for
imported commodities would increase. At the present time, the refusal of the
GOM to assume exchange risks for capital equipment loans probably discourages
capital investment more than the possibility of a devaluation. Even for World
Bank and other donor loans, the GOM presently passes the exchange risk on to
the investor. On the positive side, a downﬂgrd float of the rupee would

10



increase revenue from'sugar:taXés‘and'from tourism, and it would increase the
cost of consumer imports. It would also enhance rupee-denominated earnings
for the troubled sugar industry, as well as for other exporters.

There is a strong case to be made for a freely floating exchange rate, so.

long as fluctuations are not excessive. Under such a system, the government

would be absolved of responsibility for changes in the exchange rate, . since

market demand would regulate the rate. During periods of foreign exchange

shortage or excessive demand for imports, the exchange rate would automatical-
ly depreciate, tempering the demand for imports and conserving foreign
exchange. When there 1is an abundance of foreign exchange relative to the
demand for imports, the exchange rate would appreciate. The floating system
would automatically take into account special circumstances such as debt
servicing requirements. Rather than relying on imperfect analyses of purchas-
ing power parity and terms of trade which represent the total demand and
supply situation in an incomplete way, a floating system would automatically
assist in the adjustment process of reducing the balance of payments deficit
until the external debt has been serviced. The rate would then appreciate as
the demand for foreign exchange declined. The danger of such a system, when
the 1level of available foriegn exchange is very low and where rapid adjust-
ments to changing market conditions are not possible, 1is that in a relatively
short perfod of time the nation can find itself without foreign exchange and
in a demand-fed inflatfonary spiral. Small markets can be strongly affected
by relatiyely small changes (in terms of world market trends) in price struc-
tures, and natural adjustments may take some time to effect a new equilibrium.

REDSO/ESA: CSCallison, 5/18/84 (MRTSPAAD.EC2)
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Table 1. | MAURITrus-

Gross Damest1c Producxw “Ind

‘at. Clrrent: Facto i‘

Industry

Agriculture,.hunting;
forestry & fishing
(of which, sugar)

Mining & quarryxng '

Manufacturing , -
(of which, sugar)

Utilities ..

Construction

Commerce, restaurants - =

% hotels

Transport, storage %
communications

Financial & business
services e

GovernménthQrVigésgg

Dther seruidés

GDF at Factar Cust'“‘

Indlrectvtaxes ;7f 5

GDP at market prices

Issue No. 2, M1niatry of Econumic Planning

SOURCE: Egunomlc Indicators,
- & Develapment, Port Louis,

1/13/84

AID, REDSO/ESA' CSCallison, 2/18/84}@3



Table 2. MAURITIU i- Percent Contr1but1on to: GDP by Industry Broup
: ' g at CurrPnt Factor Cost 1979 83
S \ . : Prelim.

Industry 1987

J O

Agricul ture, Huntihg,
forestry & fishing.
(of which, sugar)

Mining & quarrying

Manufacturing  ;"
(of whichy, sugar)

Utilities 2.5
Constructidh‘ 6.2
Commerce, restaurantsf ‘
& hotels 13.2
Transport, storagei&” L
commun1cat10ns i 11.4
Financial & bu51ness —
services L .18.3

Government servicesf‘

Other services’

GDFP at Factor Cost 100'0

Indlrect tahes

119 0

BDP at marPet pricesxi

SOURcéffJCalculated from Table 1

AID. -REDSO/ESA:., " CSCallison. 2/18/84 ;
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Table 3.i MAURITIU8-” Real Gross Domestic Product by Industry Group |
Ce at Constant 1976 Factor Cost, 1979—83 (Rs’ million)

industry

Agriculture, hunting, s fggglﬁ e RN
forestry & fishing Q77 643 " 784 939
(of which, sugar) 717 LA16 536 873

Mining % quarrying : 1§%r15{ ‘ﬂ,»7 ;

Manufaciuring S :
(of which,'eugar) 231

Utilities

anstruction: 3 Efﬁibﬁ

CommErCEs‘réstauranﬁgi;
& hotels S

Transport, storage %
communications

Financial & business“
services ;.-na_v,”

Government services vfnfﬂ°;5é3

Other services b*i:trf:_rii252, 'i252

GDP at Factar'cbgt"‘ ' ago2 4318~ 14594 4BeS 4902

NOTE: Preliminary 1983 +igures do not add ewactly to total GDPF: due to
rounding error in conversion from constant 1982 to 1976 prices.

SDURCE. Economic Indicators, Issue No. 2, Ministry of Economic Pla“nu
Development. Port Louis, 1/13/84 ‘

AID, REDSO/ESA: CSCallisen, 2/18/84

S » Prelim..l
1981 : 1982 1983 - -



Table 4, “MAURITIUS: Real“Pdeuct Ind;cer by Industry Gruup. 1979 83
o ' g (;979 100 0) -

Pre11m._

o oot ot v e ettt s

Ingustry .o 1979 19m0 1981 9m2 . 1983

Agr1culture, hunt1ng, ﬂ fgy ;x i ‘]qu{,u S
forestry & fishing S . o 45.8 80,2 9b.1

(Df wh1ch, sugar) ';uf100 0 .58.0 L 74 B“ | 93 9
Mining & quarrying - fquioo 0 100.0 ﬁ;oo 0 :100 o

Manufacturing  100.0  93.0 101.1. ;108 4
(0f which, sugar) .= '100.0 59.7 . 72.3 81,0

Utilities S 100.0 100.0 1100.0 11°'“

Constrddfibnw"nfﬁ;fffftniiob;o é;éi:bv f;?Q;?fi i 75 7

Commerce, restaurants,'_;g}, :
% hotels S

Transport, storage % o o o . L
communications - . ' 100.0 96,8 99.30 0 102050 10106.2

Financial % business
services o

Government serv1ces

Other serv:ces

GDP at Factor;Cost

snupcs-” Calculated from Table 3

AID, REDSO/ESA' CSCall;sqn, 2/18/84
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Table 5. MAURITIUS*' Real Browth Rates of GDP by. lndustry GrDUPn'K

o 1979 Ba (Annual Percent Increaqe) B 3

SR . , s : ‘ Prelim.

JIndustry ?2‘1979 '_1980»2 .?¢1981 198” E; 19&3

Agricul ture, huntxng.'_T

forestry & fishing
(of which, sugar)

Mining & qUarrying-'a

Manufacturzng L
(of whlch, sugar)

Utilities
Conetructien

Commerce, restaurants:
% hntels',

Transport, storage 3
commun1cat10ns Ve

Financial & buszness
services TR

Government services:

Other servicesgﬁﬂ

GDP at Factor Cost

SOURCE: Calculated from Table 3 and World Bank ’Maur1t1us Economlc
Updating Note, Recent Developments and Prospects, - 4/18/83, p.,37

AID, REDSOD/ESA: CSCallison, 2/18/84



Table 6Q;fHAUﬁiTiﬂS;_ Ewpenditure on . Grose Domestic Product
L S at’Current Przces“ 1979-1987-?

Categoryﬁﬁytux":

‘Private Consumptlon f~;"
Government Coneumptzonf»

Gross Domestic Capltal;ﬂ}f T R I A
Formation , .. 2385 . 16803 - 2578 -7 2130 0 - 2335
~-Fixed, Private - 1355 - 1298 © 1375 7 1340 7 1425
--Fixed, Government = 610 = 730 - g5 - 760 .BS50
~-Stocks . A20 -225 . 338 30 .60

Exports 0 3280 a4s0 4566 5529 '58?5
Less Imports ;]},’}<_53;1—4158 | -5342 5634 -5859  ~6100

GDP at Market Prlces 7640 8697 ;ﬂj;;6209j 117507 12675

SOURCE: Economic Ind1cators, Issue No. 2,VM1n1stry of Econamic Planning
‘ & Development Port Louis, 1/10/84

AID, REDSD/ESA. CSCallison, 2/18/84

Table 7. MAURITIUS.v Percentage Composition of Expenditure ‘on..GDP. -
S N e : tVPr1ces,»1979—1983 QX‘ ‘

Category

Private Consumpt1on

Government Consumptionﬁ.

Gross Domestic Capital' CmmE
Formation - . E 3.

. —-Fixed, Private’ lfit?17?7f

——Fixed, Government 840

-—-Stocks 5.5

_Exports ~ E;f ff442.7; . :
Less Imports —54.4  -61.4  -55.2 . -49.9 —48.1

GDP at Market Prices =~ 100.0  .100.0 .  100.0  100.0 100.0

'GOURCE: Calculated from Table 6.

AID, REDSO/ESA: CSCallison, 2/18/84

N



" Table’B., HAURITIUS" Central Governmﬂnt Operatlonu, 1979/80-1983/84, .
A and Canqolidated Public Sector Account, 1982/83-1983/84 Consnlidated«s

. o Public Sectar Acct.
Central Government Operntions. Prelim. ===Prelimi—=er=te———

R : Actdal Actual Fudget
In Rs millionst . gx”ij’;.l979/80:, 1980/91 1981782 1982/83 1982/83 1983/84
. Total Expenditure .. " 2709 - 3372 3679 4027 4198 4896
“Current ' ‘1862 . 2314 ¢ 2747 . 3092 2907 3222
Wages & salarfes ' . 685 . 792 36 " nfa 1134 1261
Other goods & services 202 - 228 242 n/a . 349 348
Interest payments . 324 461 642 781 ©..780 894 .
Subsidies & transfers 6928 832 L9070 949 - 5o 644 . &99
‘ ‘ ol e BRI < : P
Capital ' - 847 . 1058 932 . ' 935 1291 1674
~af. which, net lending 339 Jo4a18 SRRV ~ 7 A .1 3a8 394
Total Revenue & Grants 1812 . 2078 . 2812 C 3031, 3583
--of wnich, tax revenue 1600, 1797 L2394 "‘2233;' | 2637
: on income & profits 277; ' oy TR R 3 O
‘f'on property .70, ;130
'  on domes.goods & 8. 310 . 180
on imports .. &40 . 1198
on exports ) 1287 <418
. other - : 16 ... 280"
=-non-tax revenuex . 210 o841 -
--grants _ 2, _3ﬁ105
. Overall Deficit - -897 -1313
Deficit F!nancinb: f'é97: B ,313,
External (net) - 277 349
Domestic (net) . 620 ,:~ 964
Gross Démestic'Product;in 8427 13629
In percent of GDP: . o v U
PR, - .“'-w - ' "\ .
Total Expenditure L3248 35.9
Current So2241 23.6
Capital . 3041 12.3
Total Revenue & Grants ,121f5 26,3
~-of which, tax revenue 71960 - 19.3
=-pon-tax revenues ;3.2.5’“;‘”} 248 T oo : 4,2
--grants fj SV 0e2 s Qe .02 0 . 0.8
Overall Deficit o ‘-10.6 ,‘ v'_?”-413 9 " =128 9.8 | 9.4  -9.4

f * Consalidated account includes operating surplus of Public Enterprlses
. #% Includes Central Government, Local Authorities, National Pension Fund, and Public
Enterprises

S8O0URCES: IMF, ’"Mauritius - Recent Economic Developments,® 5/4/83, pp. 30, 69, 0-8

) ,and *Mauritius ~ First Review of the Stand-By Arrangement,’ 10/31/83. P. 9;.
. © "and GOM, ’Estimates 1983-84,’ Port Louis. Nov. 1983, p. 241. ’
~ AID,. REDSD/ESA' CSCalliaon, 2/20/84

S



Table 9. MAURITIUS: Composition Df Central Government Sub51d1es and
' A Transfers, 1979/80—198&/84 (Rs milllons)

1979/BOA 2"  1987/8¢ 198&/84*

Local governments "ﬂ'94;#f 1 j141 3 «iui 51

Education ';'-161 43: »‘?‘191 i
Rice and wheat*% | f ;5,119 o:"'.
Public pensions | .
Nat’'l pension fund
Other transfers

TOTAL

Total Central Govern;
men*t Expenditures 2709

Percent of Total Expenditures:
Total Subsidies and
Transfers 24.1vﬂ

Rice and wheat >4.8

* Budget estimates

*¥Not including exchange losses borne by the BanP of Maur1t1u= of Rs 57
million and Rs 446.4 million in 1981/82 and 1982/3,‘respect1vely.

SOURCE: IMF, '‘Mauritius - Recent Economic Developments,"5/4/8o, p o9;
updated with data provided by the Central Statistics Office.
1983/84 data is from GOM, 'Estlmates 199o-84,' Port Lnuls,;
Nov. 1983, p. 238. -

‘AID, REDSO/ESA: CSCallison, 4/12/84
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Tebleg;QggMehti;;ge:gﬁSubsidies and; Prices ‘of ‘Rice and Wheat Flour, -
T e 1978/79-1982/83

oEBste

Retail prices in rupees
‘ per pouna _ A

Rice ;
’ Hheat flour

' Subsidy as a percentage
of unit cost to Government 4/

Rice .

Wheat flour “

B2

50 . .49 i35

(In nillions of Mauritian ruﬁees)‘?ﬁ

Cost of subsi&y
Budgetary 5/ | jﬁ?i“'“f3;;3of

thrabudgetary §[l 74 ff!giﬂ'n

- 23 0 .23 -

Sources; Data provided hy;tﬁe”ﬁ

1/ From October 1979.
2/ From July 21, 198o0.
3/ From November 1982,
4/ Including distribution costs.

Titian authoritids; and staff estinates. =

S/ On the basis of lmport letters. bf credit paid rather than on letters of

credit opened. ;

6/ For 1978/79 to 1980/81 this item reflects the diff
credit opened and letters of credit paid; in. 1981/82. and
exchange losses borne by the Bank of Mauricius.;'

Renrinted from: IMF, "Mauritius - Recent i
Economic Developments," May 4, 1983, P. 40.:.‘5.;

nces betweenfletters of
1982/83 it represents

5%



: . . . ’ g6
Table 11. Mauritius: Balance of Payments, 1979/80-1982/3 and IMF Projections through 1968/7 (millions of SDR's)

o

Provisional Estimated IMF Projections

) © 1979/80 . -1980/81 198*’82 1982/83 1983/84 1984/85 1985/86 1986/87
Current Account =97 - =144 To54 . =51 ~49 ) =47 =46 ~49
- Merchandise (nmet) . - =67 -137 =35 -39 -44 =41 -39 -43
Exports, f.0.b. 313 288 334 320 < 334 367 393 ‘ 420
Imports, f.o.b. ) =380 =424 =369 =359 - =378 -408 =431 =464
Service (net) S -42 =26 -39 -37 =31 _ =34 -38 T =39
Transfers (net) . - .. 13 ~ 19 20 25 26 : 28 3 33
Capital Account ST 49 80 56 29 . 30 : 63 e 63 e
Public (net)l/ - TT2m 0 Teo 75 =7 - . T T 62 Toez
Eurocurrency (met) = - .. 9.7 .29 - 7 30 - =32 T =39 24
Disbursements" o i (38) 371 . -) -

- (=6) . (=7) . (=32)
Existing Conces=- 3L .45 T 25 -
sionary Loans R S i S L
Disburgements — ... 37) . (54) o (38) T
Amortization - | UinET L (=6)7T0 (R9) . (13)
Future loans o E IR :
Eurocurrency
. Concessionary

Amortization

197

Pr1vate, errors and P
omissions

SDR Allocation

~ Overall Baléncé

Pinanced by:
IMF (net)

Reserves

: Memorandum Itema'»"-,i?;;f's_ R ‘
End-year reserves dn - T T So s
months of imports ; . 0.9 0.7 1.2 _‘v_71 o ‘

‘a.0.7_
Current Acct./GDP (%) <10.7 ~15.5 =5.7. =5.0 4.5
1/1ncludes parastatals NOTE: COmponente may not equal totals due to roundxng;3*

SOURCE: INE;“Haurxtxus - First Review of the Stand-By Arrangement," EBSI83I236, 10/31/83,
Recent Economxc Trends, sM/83/67, 5/4/83, p. 53. ,

‘,REDSOIESA: CSqullgon, 2/3/84 ' . . -
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f_TeblelZ Mauritids. Debt Service Paymcnts on’
‘;Hedium- and Lonn-Term Debt:: 1981/82-1986/87 1/

.Qi(Infmillions:ofvSDRs);egg

i

Eurocurrency 2/ '1' fﬁgﬁ ;;195
Principal | o 8.
i ‘Interest 219 117
Other public (excluding lﬁf"ff ::tf
. IMF) 3/ 9 .59
; Principal : 9 27
' Interest and charges 10 32
Private 5 3
Principal:’ & Tl
‘Interest - -1 !
™F 8/ q{: 19" iﬂi
-Repurchases 6 . . 30
_Charges 13 _ 15
Total (including IMF) 68 97 119 137 139 126
Principal and . ) _ g L o
repurchases 26 54 R | 90 86 ' 67
Interest and charges 43 44 42 47 54 59
Debt service ratio 5/ 147 21,6 ¢ 25.2 . 26,6  25.0 2.0

Principal service ratio ‘5.5,;:> ll}9;f~'f16.3 | 17.5A 15.4 11.2
Interest service ratio 9.2 [ 947

.. 09 902 907 ’ ‘. 908

Sources: Data provided by the Mauritian authorities, and staff estimates..fiﬁ

"1/ For existing debr as well as debt to be contracted through 1986/87.ﬁ; o

It is assumed that disbursements would be around the nidpoint of the fiscal

year.
2/ From 1984/85 the Mauritian authorities assume a LIBOR of 11 percent “

plus the usual spread of 2 percent. These projections are retained in:
this table.

: 3/ On long-term debt to be contracted through 1986/87 an interest rate f.¢,~

of 10 percent is assumed. : e ;!
4/ Including Trust Fund., :
5/ In percent of exports of goods and nonfactor services..“*

Reprinted from: IMF, "Mauritius - First

Review of the Stand-By Arrangement,"
Oct. 31, 1983, p. 15.



Table 13. jﬂauritinss" Real, Trade—Neighted Fareign Ex:hange Rate Index,”

SR 61975 = 100.0) .
Index irg,i'“5{};d15°,a,' - 197% '-.1975?"
1. Rupee Exchange Rate per Ussr;:l ;?;; ——
é. Rs Exchange Rate Index ;ff:ﬁ7jéQ;S6/-

3. Trading Partners?® Exchange:,fd
~Rate Index (per U5$) G 2

4.Nominal Trading Partners’ /Rsi
Rate Index (3)/¢(2) ~ .*

5. Mauritius Consumer Price -
Inde:: (CPI)

123,307 133 " 282.00

cP1

&. Ave. Tradzno Partners’: "‘,g126-20ffifw‘ 212.20

7. Mauritius’ CPI/Tradzng o ST TR
Partners CPI (5)/(6); .""132.89

8. Real Forezgn Exchange Rate LR T T T s T B e o ’
Index  (4)x(7) T /100,00 - 103.44" - 103.13 . 102.70" . 94.52° - 93.30

SQURCES: . 1) International F1nancia1 Statistics, IMF

‘Z2) Derived from line 1 ' : A

3) Direction of Trade and IFS, IMF. Trade partner weights were based on trade- patterns or(four years between
1978 and 1981. Trade weighted exchange rates per US% were calculated on the bases'of 13 maJQr trading
partners, which acecounted for 83.4% of total reported exports and imports. e U

4} Nominal trading partners’/Rupee index was derived by dividing line 3 by line 2

S) IFS, INMF S B

&) Trade—weighted CPI based on 13 major trading partners using same trade weights as far line 3

7) Derived by dividing line S by line 6 ~ 8 :

8) Real, trade-weighted foreign exchange rate index for Mauritius, derived by multiplyxng,line 4 by lxne 7
to deflate nominal f:gures by respective inflation rates. )

S
;REDSQ(ESAz HSoos and CSCallison, 4/10/84


http:5)/(6)85.34
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CHART - 13
MAURITIUS

NOMINAL AND REAL EFFECTIVE EXCHANGE RATES: .
R TRADE WEIGHTED, 1975-83

{1975+100)
1eF- A
° '-‘ - -~ - ”\ "
1 Y 2 VR 2% . SR
S | ' 4 BN -~ ”‘\ Y \\ F o *‘ ,'\, R S
o ho 4 -~ 24 e B ! AR
A 7 AN t n ¥ oy
100 . . -~y ) 1  § A Y L] - '
,"i o . : y i
_ S .- y /- RSN
S o ‘ . y | ; . '
90 5 'l i - Real effecnve exchnnge mre .
i ;
i
Y
S Nominal effective exchange rate |
= 70P ‘
cassssasaasiosasssss

PR FOTTTT PR FRTTTPPITTS PPPTTIrers v

1975 . 1976 1877 1878

Sourcs: Suf{ calculations; dacline squals depraciation.

AP PTPPFPTPTTS PPTTTuree

1979 1960 . 1881 1982

Reprinted from: IMF, '"Mauritius -

First Review of the Stand-By Arrangement "
Oct. 31, 1983, p. lé6a.



- ToTAL, EXPORTS

Commodity Exports, . i979—8’

Table 14. -
» " (Rs millien, ¥.ob.

MAURITIUS:

1980

21ea 3

Commodity
Sugar = 590;0
Mol asses o 692
Tea R »39:3”47.
Fish & fish preparat1ons" ' i ,
Textile yarn, fabrics,etc 48,4 ~ . §7.9. - 73.4
Frocessed diamonds & syn— B '
thetic stones o0 36.8
Clothing § T 39641
Spectacles % frames o o
Watches & clocks TR
Jewellery % related wares; Cr7.0000
Dther manufactures 24,3
Other domestic goods % 0
Re—~exports RO

42,1 . 49,2

46.0 28.7
S 5b6.4  B802.1
18.9 . 27.2
- 17.4 21.8
19.0 19.5

- 3b.4 '
142.8 A
80.1 74.2

Subtotal: Sugar, holaSsé§ R e
tea, fish &% fish prep. 4 . 2356.4 -
538.4 0 .762  1025.1

Subtotal: Mangfééf@fgs

TOTAL EXPORTS. - L 3341.3

Percentage qu#é;»tioaﬁy;fﬂ

Sugar

Mol asses

Tea

Fish & fish preparationsfﬁ

Textile yarn, fabricsyetc:

Processed diamonds & syn—‘
thetic stones - '

Clothing

Spectacles & frames

Watches % clocks 5

Jewellery & related waresﬂ*

Dther manufactures ‘

Other domestic goods *

Re—-exports

PURCUNCOP  NHURD.

NBPHOOOTr ",

Subtotal: Sugar, molaé%ésf' S T -
tea, fish & +1sh prep.,:‘ S71.10 0 70,5

,Subtotal' Manufactures ffﬁ

100 o*f“

SOURCE:
Dec. 1982,
AID, REDSO/ESA: CSCallison, 2/19/84

- 104.0 ,110;3~‘~

42,0 - 61,0

1845.5

2999.2

2201 228 34,2

. 24&2.q;_ﬂt,
bk T
55,5

90 1

51.9
881.4
L 29.3
381
‘28,4

9.5

U 57.9. -
90, 1;

1st ‘Sem.

198\_-[3

C .I\JNSAO\I
POODNDIO=W UWWNNDG

NA"A"-
NONPHO&I'—'

j:j* Includes Rs 70.2 and 84 9 million for electronic parts in 1979 and 1980
" respectively.
Bi-Annual Digest of Stat15t1cs, Central Stat1st1ca1 foice,‘
Table 7.4, with 1983 data from CSO.



Tab1e 15.‘ MAURITIUB- Import Composition by Major Commodity. Group,. 1979-8’
. (Rs million.kc 1.+ 1

AT R L T L lst Sem.
CDmdelty ﬂ;qf 1979_,, 1980 - 1981 S 1982p ©  1983p
Food L 756,07 ”1084 4 1197.2  1234.2  546.0
Beverages % tobacco 27,3 '25.8 24.8 - 20.8 13.3
Crude materials, exc.fuel 129.4 0 211.2 239.0 '2460.8 116.4
Mineral fuels, lubricants 526.2 °  667.3. - 899.0 936.9 922.9
Animal % veg.oils & fats 9646.1 "129.6 149.1 - ~  156.64 . 72.6
Chemicals - 249.4 317.0 394.1 403.5 173.6
Manufactured materials . .999.5 1227.8 1091.5 1214.1 o84.7
Machinery%transport equ1p S46.5 738.7 737.3 499.6 - 278.5
Misc. manufactures S 273,70 295.9 275.5 °  317.1 160.3
Misc., n.e.s. T gg";10.2 , 23.7 S 9.3 - 4.6 ¢ 3.5
TOTAL IMPORTS L 3634 3 4721.4 . 4974.8 5048.2 - 2471.8
Percentage Composition:
Food i S 20.8° 23,0 . 24.1 24.4 22.1

" Beverages % tobacco 0.8 L 0.5 T 0.5 0.4, 0.5
Crude materials, exc.fuel . 3.6 - 4.5 4.8 8.2 4.7
Mineral fuels, lubricants = 14.5. 14,1 18.1 18.6" 21.2
Animal % veg.oils & fats 2.4 2.7 3.0 3t 2.9
. Chemicals ' 7.4 6.7 S A% 8.0 © 7.0

Manufactured materials 27.5 26.0 21.9. 24.1 23.7
Machinery&transport equ1p 15.0 15.4 14,8 9.9 11.3
Misc. manufactures : 7.5 6.3 5.8 8.3 6.5
Misc., n.e.s. v 0.5 0.2 0.1 0.1
TOTAL IMPORTS 100.0 100.0: 100.0 100.0

SOURCE: Central StatisticalﬂOffice ff

AlID, REDSD/ESA:i LSCallison,‘¢/19/a4



Table i6. MAURITIUS: Imports of Selected Commod1ties, 1979-93

GCommodity

Rice

Wheat flour
Alcoholic beverages

Fetroleum prod., refined o
Vegetable edible oils

Fertilizers, manuf.
Cotton fabrics

Dther textile ‘abr1cs
Cement »
Iron % steel ,
"Metal manuf., Nn.e.s.
Machinery, non-electric
Electric machinery, etc.
Road vehicles & parts

Quantities:

Rice (1000 MT)

Wheat flour (1000 MT)
Vegetable oils (1000 MT)
Fertilizers (1000 MT)
Cotton fab.(million sq. m)
Cement (1000 MT) .
Iron & steel (1000 MT)

SDPRCE: Central Stat1stica1 foice‘

"AID, REDSD/ESA:J CSCallison,

(Rs m1111on,

723
L 4b.5

14,2

. 47.8

o B.b
294,5

57.9

2/20/84

88.0
57.5
19.5
33.2

5.3

292.3

Cl-f),i’

' 80.4 -

a98.4

20.3
45,3

9.2

1981
30,3

' "1st Sem.

1982p ;~ -1983p

——— vl -
w,;297.4v~~', 89.1
- 215. 64 S .91.9
“13.3 o B.3
Q07.4 5146.8
102.9 48.5
55.4° 20.2
-50.4 32.2
169.9 b4.7
167.5 64.5
130.2 64.1
116.7 52.9
220.3 125.9
134, 3 63,9
. 80.6 33.9
 ‘78.4:?' ' 31.0
- &3.0 - 29.5
16.7 - 8.4
'38.7 17.0
9.2 S.l
210,95 88.6
- 26.8 13.3



Table'17._ Terms ‘of Trade Indxces for Maurztius\
T ' (1975 = 100.0!1% ;; o

. Index

+1980°, 1982

i. Ave.EEC Sugar Import Price
(U.s. 3)

85.7~ - 70.3

2. Exports, Ave. Unit Value($) Q;f‘so.oj“zﬁ.ioo o? 100.0 .91.4 ' 84.5

3. Imparts, Ave. Unit Value($) ~ 47.0  '100.0 100.0° 176l2°  174.3 164.4

4. Ave. Terms of Trade (2)/(3) _  63.8 . 100.0°  .74.0" se.8’  s2.4 51.4

SOURCE: Cal:ulated from IHF, International Financial Statistics

REDSO/ESA: CSCallison, 4/12/84



R ‘hble 18 ,“Han-ritii'.un . Employment in Large !;ikibliplmentl.y '

o "~ (1000's) »
T R AN R R LTt 1983
R _ Septs Sept. -~ Sept. .Septe. * Sept. Sept. Sept. ' Sept. . Septe "Sept. = Sept. .. - -Sept.., . . - X of
] Industrial Group .- - :1972 - 1973 - 1974 1975 1976 1977 1978 - 1979 -1980 1981 1982 19832/ - . Total
Agriculture and Pishing- -~ .61.9 . 62,1 " .- 63.0 - 64.5 64.2 65.3 60.8 - 39.4 .- 58.0 57.0 < 56.7 . " 56.2° - 29.4
Tead/ . o (B.8) T (6.2)  T(5.7) : (4.7)  (4.7) (4.9}  (5.1)  (5.1) . (4.7 (4.6) (4.7 . (&.4) T (2.3)
Mining & Quarrying LT 060 0.4 . 0.15 .- 0,16 0.15 0.12 0.20 .0.15 2 0.15 0.15 . 0.15 - 0.17 . 0.09
Manufacturing . o 11e6 s 15.7 - . 20.8 - 2245 29.3 33.2 33.1 35.6 . 36.4 37.2 - 36.9 °  36.7 - . 19.1
Construction . T 3.0 &9 S 6.0 7.3 1.7 9.8 . 9.2 . 7.4 o 6.3 ‘5.6 .. © 4;6A._- 2.3
Utilities ST 13 2 S 2.9 - -3.0 3.6 ka4 bl - b 42 2.2
Commerce&/ : V563 662 6.3 T 6455 "9e3. L0 794500 T 9427 940 o 4.6
Transport & . . ;i,“,”'a'f: SR A e T T . ;;.;;,;_;_:'r"j,~  e

Comunic.:ionzl — L 6.‘9‘-:‘;‘;‘;' “Ta9 10.5 8.3 Y 4.0
Commercial Services$/ ERTRREEND NEEE ] : - ‘ ‘ v 2.4

Government Services: RRER IR ST s '
Central D R 41,0 = 804 .. T _ .49 25.9
Local ) o3 3s s, s - 2.8
Other Services ) - 5.6 5.9 T Be3 IS T : . 4.3
Other n.e.s. ) 5.9 1.2 : 81l 6.7 O - Y e Be2 0 3.2
W7.5° 157.8 Ter.z = 172.8 T8h.5 T94.8 T198.4 T199.1- T197.3 ) 'T194.5. " 192.4 - - T100.0

Y/¥or non-agricultural establishments with 10 or more employees, for sugar plantations of 25 arpents or more, ;'for“tea‘pla_untiqua of 5 arpents or more;
excludes self-employed and unpaid family workers; excludes Rodrigues g s L e -
- 2/provisional ) '
3/Includes factories and, for tea, the Tea Development Authority
4/tmolesale & retail trade, hotels and restaurants -
3/ Includes storage
2/Financial, insurance, real estate and business services . . S e e
Sources: Central Statistical Office (CSO), Min. of Economic Planning and Development, "Economie Indicators,"
Table II, for 1981-83. . e e T
CSO, Bi-snnuai Digest of Statistics, Port Louis, Dec. 1982, Table 8.2, P.89, for 1973-80, . = ' “ilii S -
IMF, “Mauritius - Recent Economic Developments,” SM/83/67, 5/4/83, Table VIII of Appendix III, p. 76, for 1972 -

Q- REDSO/ESA : CS Callison, 2/3/84
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Tabl;‘19a.;ZﬂAURITIUSt Average Monthly Earnings in Large Establishments by Sector,

{In current Mauritian rupees, Sept. averages)

Sector

Agriculture & f!shing
—=Sugar+s '
——Teass
-—0ther

Mining and quarryinq

Manufacturing

Electricity and water

Construction

Wholesale, retail trade,
restaurants & hotels

Transport, storage &
communications

Financing. insurance,real ’

estate & business serv.
Community, social and

personal services

--Central government

~-Local government®ss

--0ther
Activities n.e.s.

All Sectors

Consumer Price Index

1976 1977 .
554 660
570 678
391 457
438 610
297 432
414 521
945 1185 -
662 - 751
728 1002

sz 1024
1400 - 1607

9387
/920 -
852 797
893 " 1099
437 537
554 775
"100.0 109.2

1978 1979 1980
746 817 971
767 839 994
540 506 783
682 750 834
707 446 583
506 631 814
1467 1504 1820
836 960 1193
1054 1111 1430
1124 1434 1875
1673 1879 2419
1046 1136 1481
1031 1111 1478
885 1081 1219
1234 1309 1667
554 861 742
877 963 1213
118.5 1 135.7 192.6

1976-82
1981 1982
1197 1348
1231 1387

942 1054
991 1127
658 692
924 977
2136 2277
1436 1485
1639 1849
2382 2486
2598 | 2806
1706 1875
1705 1895
1428 1522°
1900 2043
938 1084
1430 1574
220.5 245.7

2971,

1999,
2011°
1625
2162
‘1229

1676”
259.2}

NOTE: Includes daily rate workersy daily earnings have been converted to a monthly basis assuming 26
# Includes factories.
Authority. #*as Hunlcipali;ies and district councils.

working days a month.,

SOURCE: *Economic Indicators,”®

Issue No.
. 1/5/84, Table 111, and IMF,
AID, REDSO/ESA- CSCallison, 2/20/84

## Includes factories and Tea Development

1, Ministry of Econom‘c Planning &% Development, Port Louls,
*Mauritius — Recent Economic Developments,’ $/4/83, p. 77. ’



‘Table 19b. ﬁAURITIUS: Real Average Monthly Earnings in Large ZIstablishments by Sector, 1976—82
- ) . (In constant 1976 rupees, Sept. averages)

Sector
Agriculture & fishing
~=Sugar# ’
-=Teass
-——0ther

Mining and quarrying

Manufacturing

Electricity and water -

Construction

Wholesale, retail trade, .
restaurants & hotels "

Transport, storage &
communications .

Financing, insurance,real
estate & business e8Irve

Community, social and
perscnal services
~-Central government
--Local governments&s
~=Other

Activities n.e.s.

All Sectors

1400

19746

S54 ¢,
570
391
438

297
414
245
662

728 - T

‘833

.830

819
852
893
437

&54

sl

1977 1978
503 Y630
621 Y- ¥4
418 456
559 576
396 597
477 S11

1085 1238
688 705

- 918 - @89

938 949
1572 1412
< @SS--... .. 883 -

842 870
730 747
10046 1041
492 © 448
710 740

648 -

11982

1983p

549 555
565 567
. 429 462
459 458
282 299
398 410
Q27 S7
604 &07
7353

425

1979 1980 1981
502 504 543
618 516 s58
447 407 427
s53 433 449
329 303 298

465 423 419

1108 935 969
707 61% 651

L a19 742 743

1057 ‘974 1080

1385 1256 1178..
a37 769 774
-819 767 - 773
797 633
965 866 862
487 385
710 &30

649 ¢

NOTE: Includes daily rate uorkers! daily earnings have been converted to'a monthly basis assuming 26
o # Includes factories.
Authority. #*### Municinalities and district eouncila. .

. working days a month.

" SOURCE: Calculated from Table

. AID, REDSO/ESA: CSCallison, 2/20/684

193,

*e Includes {actories nnd Tea Development



QL.

Table 1§e.mfﬂAURITIU5x. Indices of Real Average Monthly Earnings by Sector, 1976-83
. R S - (1976 = 100.0, Sept. averages)

Sector . ﬁ L - 1976 1977 1978 1979 1980 1981 1982 1983p -

Agriculture % §ishing o 100 109.1 ‘113.6 - 108.7 f1.0 98.0 9?.0 100.2
--Sugar® L 100 108.9 . 113.6 ¢ 106.S 90.5 97.9 99.0 99.5
——Teawrs ks . 100 197.0 116.5  114.2 104.0 . 102.3 109.7 . 118.1
-—Other ] 3 - -100 127.5 131.4 126.2 98.9 102.6 104.7 104.6

Mining and quarrying o - 100 133.2 200.9 110.7 101.9 100.5 ?4.8 100.7

Manufacturing ST 100 115.2 123.5 . 112.3 102.1 101.2 96.0 . 99.0

Electricity and uater 'm3 " 100 114.8 131,0 ° 117.3 100.0 102.5 98.1 - 101.2

Construction : . 1007~ 103.9 L106.6 106.9 3.6 98.4 Q1.3 91.7

Wholesale, retail’ trade, - Coan T . .
restaurants & hotels ‘ 100 .-, " 126.0 122.2 112.5 102.0 102.1 103.4 100.3

Transport, storage & G T ) ‘ L
communications : ’ 100 o 112.6 113.9 126.9 116.9 129.7 121.5 122.5

Finoncing, lnsurance,real } R Do . ) ’ Cow
ectate & business serv. 100 . 105,11 100.8 98.9 89.7 . 84.2 - B8l.6

Community, social and Tl . : : o .
persconal services 11100 7 103. ' 106.3 100.9 92.6 93.2 - 91.9
——Central government - 1007 102, - 106.2 100.0 - 93.7 -94.4 - 94.2
—-lLocal government#s% 100 85.7 87.7 93.5 74.3 76.0 72,77
——0ther © 100 112,7 116.6  108.0 96.9 96.5° - 93,1

Activities n.e.s. 100 . -112.78 107.0 111.5 88.2 97.3 -101.0 -

All Sectors 100 - 108.2 113.2 108.5 96.3 . 99.2 98;0;

-y : . . . e

NOTE:. Includes daily rate workerss daily earnings have been converted to a monthly basis assumlng 26
: working days a month. #* Includes factories. ## Includes factories and Tea Development ”
Authority. -=#s Hunicipalities and dlstrict counclls. _5

SOURCE: Calculated from Table ‘19b. \ AID, REDSO/ESA: CSCallison, 2izb)e§



Table 20. MAURITIUS: Population Trends, 1972-198’

Average 1983 .
I ‘Annual 'Popu]ation
Area Census Enumeratian..Rate of . Dens1§y
Island , (Sq. mi,):ﬁ 197“ ‘ '}983 Growth (%) per £q. m1.

Mauritius "]~;13657 876199 9bozvaf{3' ;1;391 e
Rodrigues ' 108 ,24769’ 3°963u”5 "2.63 317
Agalega ‘70 oz osso .5

St. Brandon

sy

Total Mauritius 2040  B51334 99367aj{ff;.i""“

SOURCE: ‘Economic. Ingicators,’ Issue No.,2, Ministry af'Econamic
Flanning % Development, Fort Lou1s,k1/13/84.ﬂ

AID, REDSO/ESA: CSCallison, 2/20/84,



Table 21.. MAURITIUS: = Consumer Price. Inde", 1974—eu,{

- Month fo”ﬁgﬁfﬂ1974v' ‘i§7é

(January?'f]**??7o:6‘ CCB2ee o 9703 105.3 . 114.6

February 717 0 BBJ0. .0 98.30 T 106,30 0 11601
March 72,9 =~ 88.4 - 98,7  107.1 - 118.7
April 76.9 - B6,0 100,60 107.8 . 119,68
May S 78.4 0 86,9 - 101.8 109.4 ° 119.8
June . "79.9 88.2  103.3 ' 111.2 120.6
July © - 'B0.3 88.0. 102.6 112.7 121,11
August - 80.0 . 89.3 . 102.1 113.6 - 120.7
September 79.6 0 L91.5 0 102,50 112.3 . 120.8
October 79.9 . - 92.9 . 101.4 113.4 = 121,7
November 80.9 . 94.0 .. 102.5 . . 113.1 122.6
December ' o RS 4 . L :

Averages

Annual ratés of .o
Increase (4) - .

January - 125.9 177.5 212,7 241.7 257.6
February 127.0 184.3 214.3°  245.7 261.3
March - 127.9 186.9 215.5 246.4 262.1
April 127. 4 188.5 215.9 247.0 262.8
May . - 128.9 187.8 218.6 248.5 261.6
June S 131.7 190.4 220.0 ' 248.4 260.6
July 134.4 192.2 224.1 - 249.7 262.1
August ; 137.7 202.6 226.4 = 250.2 262.3
September .= 137.9 204.7 226. 4 249.0 = 263.5
October 138.6 207.0 230.8 250.0 266.3
November ~ ~159.4 = 207.3 234.3  251.7 - 265.0
December . 170.2 210.1 238.4 254.7 :

Averages,, >;137.3_". 194.9 . 223.1 . 248.6 . 262.3
,Annual'x rates of S i AT T Lo
Increase .. 14, 53;,f{j4230ja3,»5

ffSDURCES: IMF,. ’Mauritius - Recent Econom1: Develnpments,
S ?*5/4/83, p. 78, updated by CSO c

;*Aib;aﬂEDSU/ESA.a CSCallisnn. 2/20/84






;ji‘gbxg_,_zsgfj;ugug-iuu'a:‘ Production and Sale of Sugar, 1972/73~1982/83 1/

(Izi thousands of ‘to.ns) .

1975”6 1976/77 1977778 1978/79 1979/80 1980/81 1981[32: ’1982/83
; . ' : \ Estimate

Production 2/ 468.3 ' 689.9° "665.4 . 665.2  688.4. - 475.5  574.3 - 688.0

| 657.0 . 437.4 - 6527 . 626.0 6247 644.0  442.6 54001 650.0

‘Bxports 3/ .

319 7 343 T 380

‘Local sales = - U365 333 . 40.3 3.8 3737 40.8 7 40.3. 7 do.0

ilfih:;;.vz,zsﬁixfi:es: Chamber of Agriculture, President's Report, 1981-82; and staff estimates. )

_y Crop years. Harveating generally extends from June to December, - . ~ _
~.2/- "Produetion may differ from the sum of exports and local sales because of losses in ‘storage. .
3/ Reflecting changes in stocks, production from one Crop year may be exported in :;not:he‘!;,fjjth_e,:g’

‘accouiting for
‘differences between export figures in this table and those in Table XXVI. . . fccounting

‘Repr':lntedf from‘:f IMF, ."Mauritius-f’— Recent
.~ Economic Developments," May 4,;19»_8_3,. Pe-7e


http:exported.in

“Table: 24 Mauritius: Iea"Ptoduc;len;f19?2582¢l/e

" ."Area'"f | * " Production
s Green leaf Manufactured.
processedlb.' tea
- N I . A , ; ,
; 1 (In_thousands of acres) " (In_thousands of metric tons)
1972 o 1.0 | s | 447
1973 12,6 20'4‘ YRS
074 3.5 ﬁ19 6;; 40
1975 187 158
‘51976 3 ‘14,3 :21.1fi
1977 '14 . "_23 6_-;'.
1978 4.4 ;' [25 1:5
1979 }10.2 Y ;427.5,3
1980 . 9.7 ffzz 4jﬁ
1981 e ak9
1982

Source: Central Statistical Office. -

‘1/ Refers to crop year, normally extending from the beginning ‘E’Ap’ilﬂ
to the end of March. S e
- 2/ The area was adjusted since 1979 to'exclude the a;ea occupied hy“~.
roads, rivers, and wastelands. B S

Reprinted from: IMF,'“Mauritius = Recent
Economic Developments," May 4, 1983, p.: 12.



lable 25 'Mauritius: Production of Food'Cropé,,i974§§2}l[ 

(Xn thousands of metric tons)

1976 1977 1978 - 1979 1980 1981 1982

Potatoes 2/ - | _12;0 10.9 12.1 8.4 il.é | 16.2 14}0-
Rice o503 02 - 0d o -
Tomatoes Sd 6 72 - sa 61 67 9.
~Eggplant ‘ 0.7 _ ..0.8 0.9 " 0.5 0.6 0,8." | 0.8

Creepers, other

vegetables, and e s
pulses 3/ Wl 135 145 13,6 15,7, c13i2
Bananas :A;7;5. 7.6 7.2 -ﬁJ;s;jé;}-. e

' Pineapplesl 07

_Croundnuts
Maize

Manioc

Ginger
Total production
Total area

(in thousands _ B
* of arpents) 4/  2‘975NM”mj;uﬂ

Source: Central Statistical OffiééQﬁ

1/ Crop year April to March.

2/ Includes Irish and sweat.
. 3/ 1Includes beaus and peas, eddoes, cucumbers, puupkins, squash, beets,
cabbage, carrots, cauliflover, garlic, onions, leeks, lettuce, chillies, petsai,
sweet peppers, margoze, calabash, patole, pipengatlle,.voehn, ladies' finger.

/ One arpent = 1.043 acres, or 0.4221 hectare.

- ! itius - Recent
Reprinted from: IMF, 'Maur‘
Ecgnomic'Developments," May 4, 1983, p. 1l4.



8 .. &V HAUCLTINST TEInCIpal Intacest Rates, 1978-82

et 0 . e, Ty ole

* (In_per cent par annun) 4
T B 7 R U1 1980 1981 . 1982
e . L © . Juae, June June June July Dac.
" %o Llending ot e R A
"l Bank of Maurlelue R RO e :
. (1) Bark rate e 9400 2.0 . .
. (11} Rediscoint factlities ’975"' t 57 IS

3¢ Coavercial bauks o Ea
.:10.23

‘ (1) Prime rate 1/ c,
o (11) Export ftnance 2/ 10.23
{111) Ftne cunzercial rate y

(1v) Coawerctal rate .
Capplicable to traders
.and szall comcerclal
. business® 13.0
: Cv) Rates for de x\l.Opnen: oo
w, . purposes Coe ULz
== (e) Mediun ternm . ¢ e
) . (ot perfods not less :
i .+ ¢¢. than 12 months and aot - oo
TRt -a) aore than 24 conths) 11.50 . 18433
3 . s .(b) long tern YRR
s:ipae . ot (for perfods exceeding . oo, e Citie
ST, %L, .24 zonths) 12,0 4.0 . 15.% 15.% 17.0° . \'f.:‘17-°
) (vi) Personal and professional and . . "o : .
! 0e sll other accounts .- 12.0 . 1.0 1530 . 15.% 17-20 17-3-19
. B L 'i e . L XY .y YARRALY ] KRERLY
3 Hnurlt!.uu Coopcra:ive Central hnk ‘l . : . . . *
: (1) Crop loan (short zem) 7.0 8.0 9.5 9.50 12.0 ) 12,0
(11) Credit unfons, coop. societics 9.5-12 10-16 ° 10.5-17.3  10.5-11.5 - 16.5-17.3 17.3
. (111) Hedtia~term loan 11.0 14.0 14.0 14.0 15.0 - 15,0
(1v) Housing societfes T 8.3 8/ 8.3 8/ 8.5 3/ 8.3 3/ 8.3 3/ © 8.5 8/
. . 1002’ .6.! 10.25 6, 12-0 6/ 12.0 e! 15.3 y * . 15.5 _6.,
v toL e o R . . e - -
II. Deporics . . ‘ . ’ ) © )
1. Savings 7/ ‘o”" 1.5 - 90 y ' 9.0-9.5 !/ 10,3-11.3 10.3
2. Fixed deposits s -
(1) ' Up to 3 conths 6473 ) 9.23 11.0~12.3 u.o—u.s ’-25
(1) Exceeding ) contha and up to i . . e s Sew i,
o 6 months 1.0 ' 8.0 . 9.%0 9.% 11&5"”.7’ 11.5"2-7’
" (424) Exceedlng 6 2oaths and up to ) o e : ., .
" 12 months o250 0 - 830 1040 . 10.0 12.0-13.0  12.0-13.0
" {(1v) Exceeding 12 manths and up e : C, R
to 18 months ‘o” '00 . 10.%0 10.3 . 32.0~13.0 '12.0-13.0
(v) Exceeding 18 ocaths and up . | B )
. to 24 nonths 9.%. 11-23 12.5-13-3, - 12-5-13.5
(vi) Exceedlng 24 conths and up L e e
. to 36 conths llo” 13.3 0 7 1%.8
© % (vil) F.ceeding 15 conths and up T ,
to 48 nonths ees 10/ ...,Ig/ el
. (vi12) Over 48 months : see 10, X _9! -
TIl. Matcages - S, - R i e
' 1o Notaries I 'r.".r 5 B B T T T
{1) Up to Rs 4,000 (cax.) ‘ ‘ . 1640 16,0 - 360 -
(11) Over 8s 6,000 (max.) : 11.0 14.0 b LT B ;u.o,
-3¢ Maorittus Housing Cor;ouuon Losus s I a : S ST
- (1) Under Rs 33,000 9.0 - 30, 12-14 12.0 u‘l‘ [N
©* " (11) Over Rs 35,000 10.0 12.0 14,0 .0 v de@ e
| Sources Bank of Maurttiue. ‘ . e L. e

- 1/ Applicadle to mat favored custosars such as tho faduserial undertekings opouuu in the !xpou hocculng Zonc.

2/ Applicable to bflls eligible for rediscount at thae Rank of Maurttius.

3/ Applicabla to the Mauritius Sugar Syndicate, all prisary pradicers (such ss sugar phnuﬂ. tea and v-unblc

plam:eu) aillers, sugar brokers, f{ndustrial undertauings holdlog a Development Carcificate, and 'tunapon.

A/ Applicable to funds on-lent out of borrawings from the Baok of Mauritiuw. v

S/ old losns. - ¢ .

6/ ¥ew loana. . ’ .

TI Unctl October 1979 rates prescribed varte du!cuu: fot patscnal and lnetitutlenal dcpo-l: holdou. ‘I'M.l
d{Tfecentiation wvs recoved in Noveabet 1979.

8/ Maxiaua rate 9 1/2 per cent.

9/ Until nDccober 1979 aaxiauun tates were pnutthd.

10/ Negotfable. )

1P PN P = AN AL e h e @iiama, Pl

! . . L . SR A

Reprinted from: IMF, "Mauritius - Recent
Economic Developments," May &4, 1983, p. 90.

.
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;2 (5) ACTION ¥CON INFO AMB
1i11 DCH PLEASE PASS T0 §
-2VZCZC FPYLARLELVE1E

VM2 CIRON : St e
ON ASST. IF TELEGRAM L.0.U, OR UNCLAS 1111 .
- . LOC: 62-63-34 234

<t RR RUFHMC . +19 MAR 84 | @343
DT RUFHC #9366 2771032 SN p2RR7 v
JZNRUUUOY 2ZzB . :CURG: PROG

rR 1767537 MAR 84 ¢ . ;DIST: .ATN .

“LTH SECSTATE WASHDC e
::TO RUEHNR/AMEMBASSY NATROST 5748 . -
;« INFO RUFHMC/AMEMBASSY PORT LOUIS 4507
SBT e T T
UNCLAS STATE 279386 .
TAIDAC, NATROBI FOR REDSO/ESA
1E.0. 123881 w/n s

ATAGS ¢ o : R R Bt
18UBJECT: GUIDELINES FOR MAURITIUS FY 84 CIP PAAD

REF: NATROBI 64320

<1, “SUMMARY: A RZVIEY OF THE SUBJECT PAIP NAIROSI. -
43225 WAS HELD ON FEBRUARY 23, 1984 AND AN ECPR ON
{1ARCH 9o, THR PAIP IS APPROVED. TERFE ISSUS 4:RE . -
-RAISED DURING THE REVIEY OF TEE PAIP, PARIICWLARLY WITH
-RESPECT TO THR USE OF LOCAL CURRENCY GENERATIONS. :
«DISCUSSION OF THFSE ISSUES BETWEEN PEC AND AFR/TA AND .
(WITH STU CALLISON CN TDY FROM REIDSO/ESA HAS RESULTED IN
(AGREEMENT ON THE FOLLOYWING GUIDELINIS FOX DEVELOPMENT OF
CTHE PAAD,. REDSO/ESA IS TO INCORPORATE THE GUIDANCE . -
CONTAINED IN THIS CABLE IN THE PRAD BEING PREPARED., END
ISUMMARY. Lo e .

2, "ISSUE ONT. CONCEZRN HAS REWN EXPRESSFD OVER TEE :
.CONTINUING ABILITY OF MAURITIUS TO EXPAND ITS EYPORT OF
‘TRADITIONAL MANUFACTURED GOODS IN A MARYET RNVIRONMENT
OF CONTINUED RESTRICTIONS BY IMPORTING CCUNTRIZS AND
'‘GFNERAL TXPANSION OF COMPETITIONFROMOTHER EXPOITING

COUNTRIES. WHILZ WE RFCOGNIZE TEAT THE RFLATIVTLY
SOPRISTICATED ZNTREPRENEURIAL CLIMATIN MAUAITIUS HAS ,
LREADY LED TO PRIVATE SSCTOR INITIATIVE TO EXAMINE
ADDITIONAL EXPORT MARKET OPPORTUNITI®S, WX FIEL THAT A
DISCUSSION OF THESE OPPORTUNITISS AND A DETEEMINAT ION OF
HO¥ OUR CIP MIGHT SUPPORT THEM IS WARRANTZD. IT IS -
REQUESTID THAT THE PAIP FOR TH® FY 19235 PROGRAM INCLUDE
AN ANALYSIS CF POTENTIAL FOR DIVERSIFICATION OF — — ~ ..
MANUFACTUR ING XXPORTS AND THAT, IF APPROPRIATE, LOCAL
CURRENCIFS TROY THIS YFAR’S PROGRAM 37 USTD TO CARRY ouUT
ANY RESEARCH REQUIRED TO EXAMINE ADDITIONAL ZXPORT oo
OPPORTUNITIES. ' R

3. " ISSUE TWO. AID/¥ IS CONERNED THAT AS DESCRIBED, THE
PROPOSED EQUITY LOAN FUND PROVIDES AN OPPORTUNITY FOR
GOVERNMENT PARTICIPATION IN OWNFISHIP OF INDUSTRIAL
ENTZRPRISFS AND, TKXEREFORF, DOFS §OT CONCUR IN THE
INCLUSION OF THIS COMPONNT IN THE LOCAL CURRENCY
FINANCED ACTIVITIES. - WE NOTY,-EO¥LVER, TEAT LAST YFAR ‘/jeg/
' | | !

w0

UNCLASSIPIED 3TATE 279386


http:AGREEM.NT

" BYS PART OF THE PROGRAM WAS DESCRIBKD IN DIFFERFNT
P ERMS, TRAT 1S, TyrRi WOULD BZ TRUE LOANS 70
“UNDERCAPITITIZED FIR4S WITHOUT EQUITY PARTICIPATION BY
CTHE GOVERNMENT, IF THfi ACTIVITIY IS MISDESCRIDED AND
CMISNAMED IH THIS YEARS SUBMISSION, AID/W CONCUAS, 50T
"REDSO/LSA IS REMINDED OF OUR CONCHRN OVER THE -
SURSTDIZATION OF INTEREST RATLS, SHOULD IT BE DEEMED
“APPROPRIATY. TO PROVIDE LOANS AT L¥SS THAN A MARZRT RATY
OF INTEZREST, THERE WOULD HAVE TO B JUSTIFICATION °
" PRESENTED IN THE PAAD DEFENDING THE NEED FOR SUBSIDIZED
. JNTEREST RATES IN ORDER TO STIMULATE LEMAND., IF THE
{OAN FUND TS FSTABLISHED IN AN FNVIRONMENT ¥HFRE THFRE
. 1S SIMPLY A SCARCITY OF INVESTMENT CAPITAL AND THE FUNDS
. EXPAND CAPITAL AVAILABILITY THEN MARYET RATES SROL
APPLY.

IS%UF THRF“ ~ THE NEED FOR GOM CONSTRUCTION OF
ZBUILDING SPACE, GIVEN THE APPARENT DEMAND FOR TRHZSE
'FACILITIFS FROM THE PRIVATYE SFCTOR, KAS 3LEN '
.QUESTIONED, W% BELIEVE THAT CIP LOCAL CURRENCY FLNDD
;CAN BEZ BEST UTILIZZD AS A CATALYST ¥OR FURTHER PRIVATE
(INVESTMENT THROUGHE DEVELOPMINT OF SITES AND SFRVICES
‘REQUIRED FCR THE .CONSTRUCTION OF BUILDINGS. %LILS AID/
“WILL-NOT PROWIBIT SUCH CONSTRUCTION ACTIVITIZS UNDER THBE
LOCAL CURRENCY FINANCING, W2 SUGGEST THAD THEY BE GIVIN
LOV PRIORITY AND BE UNDTRTAKFN ONLY WHEN PRIVATE .

'BUQINTSS CRPhOT ITSSLF FINANCE. ONSTRUCTION. ITIs -
fURTF?R SUGGESTED THWAT PROVISION EE MADE FCR EVLhTUAL '
JEASE/SAL? OF BJILDI”GS FUNU?D. bﬂULTZ
.BT ,

2386

NNNN

- UNCLASSIFIED “ STATE “379385

e
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 Annex'D

MAURITIUS COMMODITY IMPORT PROGRAM

642-K-603

COUNTRY CHECKLIST

A. GENERAL CRITERIA FOR COUNTRY

1.

2,

3.

FAA Sec. 48l; FY 84 Continuing Resolution.
Has it been determined or cercified to the
Congress by the President that the govern-
ment of the recipient country has failed
to take adequate measures or steps to preven|
narcotic and psychotropic drugs or other
controlled substances (as listed in

in the schedules in Section 202 of the
Comprehensive Drug Abuse and Prevention
Control Act of 1971) which are cultivated,
produced or processed illicitly, in whole
or in part, in such country or transported
through such country to United States
Governmwent personnel or their dependents
or from entering the United states
uniawfully?

FAA Sec. 620(c). If assistance is to a
government, is the government liable as
debtor or unconditional guarantor on any

debt to a U.S. citizen for goods or services

furnished or ordered where (a) such citizen
has exhausted available legal remedies and

(b) debt is not denied or contested by such

government?

FAA Sec. 602(e)(1). 1If assistance is to a -
government, has it (including government -
agencies or subdivisions) taken any action
which has the effect of nationalizing,
expropriating, or otherwise seizing
ownership or control or property of U.S.
citizens or entities beneficially owned

by them without taking steps to discharge
its obligation toward such citizens or
entities?

02/27/84; Version:

40



4,

5

6.

8.

7.

-2 -

FAA Sec. 620{f); FY 82 App. Act Secs.
212 and 513.-Is recipient country a
Communist country? Will assistance be
provided to Angola, Cambodia, Cuba, Laos.
Vietnam, Syria, Libya,liaq,or South Yemer
Will assistance be provided to Afghaniste
or Mozambique without a waiver?

FAA Sec. 602(j). Has tie country
permitted, or failed to take adequate
measures to prevent, the damage or
destruction, by mob actiou of U.S.
property?

FAA Sec. 620(1). If the country has
failed to institute the investment
guaranty program for the specific
risks of expropriation, inconverti-
bility or confiscation, has the AID
Administrator within the past year
consideved denying assistance to
such government for this reason?

FAA Sec. 620(o): Fishermen's
Protective Act, Sec. 5 If country
has seized, or imposed any penalty
or sanction against, any U.S. fishing
activities in international waters,
a. has any deduction required by
Fishermen's Protective Act been
made?

b. has complete denial of assist=-
ance been considered by AID
Administrator?

FAA Sec. 620(q): FY 82 App. Act

Sec. 517. (a) 1ls the recipient

country in default for more than
six months on interest or

principal of any AID loan
-to that country?

(b) 1s

country more than one year in
default on interest or principal

on any U.S. loan made pursuant to
program for which the appropriation
bill appropriates funds? ‘4

The GOM is not a »
communist country and no
assistance will be in
provided the countries
ligted.

No

The GOM has an fmvﬁ
1nvestment guaranty
program, - :




9.

10.

11.

12.

13,

-3 -

FAA Sec. 620(s). What percentage

of country budget is for military
expenditures? How much of foreign
exchange resources spent on military

-equipment? How much spent for the

purchase of sophisticated weapons
systems? Has the Administrator

taken into consideration the amount

of foreign exchange or other resources
which the country has spent on mili-
tary equipment?

FAA Sec. 620(t). Has the country
severed diplomatic relations with

the United States? IiIf su, have they
been resumed and hzve new bilateral
assistance agreements been negotiated
and entered into since such resumption?

FAA Sec. 620(u). What is the payment
status of the country s U.N. obligations?
If the country is in arrears, were such
arrearages taken into account by the AID
Administrator in determining the current
AID Operational Year Budget?

FAA Sec. 620A; FY 82 App. Act Sec. 520.
Has the country aided or abetted, by
granting sanctuary from prosecution

to any individual or group which

has committed an act of interna-

tional terrorism? Has the country aided
or abetted, by granting sanctuary from
prosecution to, any individual or group
which has committed a war crime?

FAA Sec. 666. Does the country object,
on the basis of race, religion, national
origin or sex, to the presence of any
officer or employee of the U.S. who is
present in such country to carry out

‘economic development programs under the

FAA?

‘FAA Sec. 669, 670. Has the country, atter;

August 3, 1977 de11vered or rnce1ved

3:5 percent

'Maurltlus ‘has always”
bmade its’ payments to
U, N.; it is not in
varrears.v:.




-4 -

nuclear enrichment or reprocessing
equipment, materials, or techology,
without spec1f1ed arrangements or safe-
guards? Has it transferred a nuclear
explosive device to a non-nuclear

weapon state, or if such a state, either
received or detonated a nuclear explosive.

device, after August 3, 19777

15. ISDCA of 1981, Sec. 720. Was the country

represented at the meeting of Ministers
of Foreign Affairs and Heads of Delega-
tions of thz Non-Aligned countri:zs to
the 36th General Session of the Geaeral
Assembly of the U.N. of Sept. 25 and 28,
1981, and failed to disassociate itself
from the communique issued? If so, has
the President taken it into account?

16.  FY 84 Continuing Resolution. Has the
recipient country been determined by
the President to have engaged in a
consistent pattern of opposition to the
foreign policy of the United States.

'B FUND]'\II- ADTMONTA AT AATHR MmN
[
o —

1. Economic Support Fund Assistance
Country Criteria.

a. FAA Sec. 502B. Has the Depart-
ment of State made findings which
indicate that the country has engaged
in a consistent pattern of gcoss
violations of internationally recog-
nized human rights? If so, is pro-
gram in accordance with policy of
this Section?

b. FAA Sec. 5321. 1Is the A831stance'“
to be furnxshed to a frlendly fountry;

Representative from
Mauritius attended
this Sesrion at the
General Assembly.
Their actions have
been recorded by
USUN and these have
been taken iuto
account by the
Administration in
evaluating
Mauritius
eligibility for
foreign assistance. '

Yes



2.

organization, or body eligible to
retelve assistance?

c. FAA Sec. 609. If commodities
are to be granted so that sale
proceeds will accrue to the
recipient country, have Special
Account (counterpart) arrangements
bcen made?

Development Assistance Country
Criteria

a. FAA Sec. 102(c), (d). Have
criteria been established, and taken
into account, to assess commitment
and progress of country in effecti-
vely involving the poor in develop-
ment, on such indexes as: (1) small-
farm labor intensive agriculture,
(2) reduced infant mortality, (3)
population growth, (4) equality of
income distribution, and

(5) unemployment.

b. FAA Sec. 116. Has the Department

of State made findings which indicate
that this government has engaged in a

consistent pattern of gross viola-
tions of internationally recognized
human rights? If so, can ic be

demonstrated that the contemplated

assistance will directly beneflt the

needy?

‘Yes, a special account: -
will be established for:

the local currency
generatlons. R

N/A

/



NONPROJECT ASSISTANCE CHECKLIST:

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE

1.

2.

3.

FY 82 Approp. Act Sec. 523, FAA Sec.- 634A

Sec: 653(b); Second CR FY 83, Secc. 101(b)(1)

a. Describe how Commiitees on Appro-
priations of Senate and House have been
or will be notified concernlng the non-,
project assistance;

b. Is assistance within. (Operational
Year Budget) country or international
organization allocation reported to the
Congress (or net more than $1 million
over that amount)?

c. If the propoced assistance is

8 new country program or will exceed

or cause the total assistance level for
the country to exceed amounts provided .
to such country in FY 83, has notifica-
tion been provided to Congress?

1. 1f proposed assistance is from the

$85 million in ESF funds transferred

to A I.D. under the second CR for FY 83,
for economlc development assistance
projects", has the notification required
by Sec. 101(b)(1) of the Second CR for
FY 83 been made?

FAA Sec. 611(a)(2). If further legis=- -

lative action is required within reci-
pient country, what is basis for o
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of purpose of

the assistance?

FAA Sec. 209, 619. 1Is assistance more
efficiently and effectively given

".through reglonal or mu1t11ateral ‘

Set forth in
Congressional Presenta-
tion 1984, Annex I,
Africa, pp.184

Yes, the funds are
within the AID
allocation made to ‘

‘Mauritius.

The $2.0 million
was included 1n the
FY 1984 cp ' :

S

o N/A

NG



b

6.

~7-

organizations? If so why is assis-
tance not so given? Information and
conclusion whether assistance will
encourage regional development programs.
1f assistance is for newly independent
country, is it furnished through
wultilateral plans to the maximum
extent appropriate?

FAA Sec. 601(a); (and Sec. 201(f)

for development loans). Information
and conclusions whether assistance
will encourage efforts of the
country to: (a) increase the flow

of international trade;(b) foster
private initiative and competition;
(c) encouraze development and use

of cooperatives, credit unions, and
savings and loan associations;

(d) discourage monopolistic prac-
tices; (e) improve technical
efficiencv of industry, agriculture,

and commerce, and (f) strengthen freglf}-

labor unions.

FAA Sec. 601(b). Information and con=
clusion on how assistance will encourage

- UsB. private trade and investment abroad

and encourage private U.S. participation
in foreign assistance programs (including
use of private trade channels and the
services of U.S. private enterprise).

EAA Sec. 612(b), Sec. 636(h); FY 82.

Approp. Act Sec. 507. Describe

‘steps taken to assure that, to the

maximum extent possible, the country is
contributin local currencies to meet
the cost of contractual and other

‘the ‘maximum extent ®
‘possible Mauritius..

‘Qé)'féﬁ;fthrougﬁ'USv'

imports of edible
oil. '

(b) Yes, through
local currency
programs for
business develop-
ment. o
(d)&(e) The private

sector activities -

of the local
currency program
will encourage
competition and
efficiency.

(c)&(£) The program . .

will have no direct
impact on labor
unions,
cooperatives,
credit unions or
S&L Asgsociations.

The CIP will
encourage the
purchase of US
edible oil S
through the private
sector. ' L

The US owns no

-foreign currencies -

in Mauritius and to -

-

L
/
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- services, and foreign currencies owned

by the United States are utilized to

. meet the cost of contractual and other

1

'80

.9.

10,

11,

12,

services in lieu of dollars.

FAA Sec. 612(d). Does the United States
own excess foreign currency of the ‘

recipient country and, if so, Co
what arrangements have been made for its:.
release? A

Faa Sec. 60l(e). Will the Project utilize
competitive selection procedures for the
awarding of contracts, except where h
applicable procurement rules allow
otherwise?

FY 82 Approp. Act Sec. 521. 1If assistance
is for the production of any commodity for
export, is the commodity likely to be in °
surplus on world markets at the time

the resulting productive capacity becomes
operative and is such assistance likely to
cause substantial injury to U.S. producers
of the same or similar competing commodity?’

FAA 1138(c) and (d). boes the program comply
with the euvironmental Procedures set forth

in AID Regulation 1627 ioes the program take 

into consideration the problem of the
destruction of tropical rair forests?

PAA Sec. 128, Second CR FY 83, Sec. 101(b)(2)

Has an attempt been made to finance produc-

tive facilities, goods and services which willf:t

i#”contributing to”

the cIP,

Mo

Yes,

Na

Yes

NIA

“Yes

expeditiously and directly benefit those living '
in absolute poverty under the standards adoptgd;l

by the World Bank?

FY 84 Continuing Resolution. Is comparab1e1 :f1;i
American private enterprise funding availablé'ji{

for the proposed project.

FY 84 Continuing Resolution. Has full

consideration been given at each stage of

design to the involvement of small minority
o8 ‘
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‘(including women-owned bu31nesses) enter-
‘prlses, hlstorlcally black colleges’ and L
universities, and mlnorlty PVO'a? ‘ ’f Yes'

-

B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE

1. Nonproject Criteria for  Economic
Support Funds.

a. FAA Sec. 531(a). Will this

assistance support and promote economlc;ﬂ -Yes'y
or political stability? To the extent R
possible, does it reflect the- policy -
directions of FAA Section 1027

b. FAA Sec: 531(c). W111 a391stance -
-under this chapter be used for s = No'
military, or paramllltary ' o S
activities?

ce “AA Sec. 534. -Will ESF funds e

be used to finance the construc- = . -No*

tion or the operation of maintan- o

ance of, or the supplying of fuel .

for, a nuclear facility? If so, has the i e
President certified that such use of N/A:
funds is indispensable to nonprollfera-' o

tlon objectives?

d. Second CR FY 83, Sec. 101(bJ(1). 1If . R
. - ESF funds to be utilized are part of the NfA:
~ $85 million transferred to A.I.D. under - o
. the Second CR for FY 83 for “economic
- development assistance projects", will
such funds be used for such projects
and not for non-development activities
including balance of payments support,
commodity imports, sector loans, and
program loans?

STANDARD - ITEM CHECKLIST
A PROCUREHENT o

S’l. FAA Sec. 602. "Are there arrangements
" to permlt U. S. small bu31ness to part1c1-




2.

3.

5.

6.

7.

‘Pate equitably in the’ furnishing of
-goods and services financed? e

FAA Sec. 604(a). Will all commodity

procurement financed be from the
United States except as otherwise
determined by the President or
under delegation from him?

FAA Sec. 604(b). Will all com-.
modities in bulk be purchased
at prices no higher than the
market price prevailing in the
United States at time of T

. purchase?

FAA Sec. 604(c). Will all
agricultural commodities available
for disposition under the Agricul-
tural Trade Development & Assistance
Act of 1954, as amended, be procured
in the United States unless they are
net available in the United States in
sufficient quantities to supply
emergency requirements of recipients?

FAA Sec: 604(d). If the cooperating
country discriminates against U.S
marine insurance companies, will
agreement require that marine in-
surance be placed in the United
States on commodities financed?

FAA Sec. 604(e) ISDCA of 1980

Sec. 705(a). 1f offshore procure-
ment of agricultural commodity

or product is to be financed,

is there provision against

such procurement when the domes-
tic price of such commodity is
less than parity?

FAA Sec. 604(f). Are there ,
arrangements whereby a supplier
will not receive payment under
the commodity import

Program unless he/she has

Yes,

~Yes

Yes.

Yes'



9.

10.

11.

.12,

- 11 -

~certified to such information

as the Agency by regulation has o
pPrescribed?

FAA Sec. 608(a). Will U.S. Govern—
ment excess personal property be
utilized wherever practicable ,
in lieu of the procurement of new
items?

vMA Sec. 901(b). -Sec. 603, FAA.
Compliance with requirement

that at least 50 per centum of
the gross tomnage of commodities
(computed separately for dry bulk
carriers, dry cargo liners, and
tankers) financed shall be trans-
ported on privately owned U,S.-
flag commercial vessels to the
extent that such vessels are .
available at fair and reasonable {
rates. :

International Air- TransporL ‘and
Fair Competitive Practlces

Act, 1974,

If air transportation of persons

or property is financed on grant .
basis, will provision be made that
U.S.-flag carriers will be utilized
to the extent such service is
available?

FY 82 Approp. Act, Sec.: 504. If the
U.S. Government is a party to a
contract for procurement, will the
contract contain a provision authori~
zing termination of such contract for
the convenience of the United States?.

FAA Sec. 621. If technical assistance
is financed, will such assistance be
furnished by private enterprise on a
contract basis to the fullest extent

‘practicable? If the facilities, of

K

fA determ1nat1on of ‘non~
”ava118b111ty of U.S. .
.flag carriers w111 belfn
‘requested.;k‘ BRI e

‘Yes

7

s



B.

1.

2.

3.

-12 -

other federal agencies will be utili-
zed, are they part1cular1y suitable,
not competitive with private enter-
prise, and made available without undue
interference with domestic programs ?

OTHER RESTRICTIONS

FAA Sec: 620(h). Do arrangements

Preclude promoting or assisting - There will be no
the foreign aid projects or arrangements to
activities of communist-bloc assisgt the projects
countries contrary to the best or activities of
interests of the United States? . communist-bloc

countries.

FAA Sec. 636(i). 1Is £1nanc1ng

proh1b1ted from use, without Yes
waiver, for purchase, long-

term lease, exchange, or

guaranty of sale of motor

vehicle manufactured outside

the United Statesg?

FAA Sec. 122(b). If development
loan funds, is interest rate at -
least 2% per annum during grace -
period and at 1east 3% per annum .
thereafter? : ,

Will arrangements preclude use =
of fznanclng'

a. FAA Sec. 114, 104(f), FY 82
_Approp Act Sec. 525. to pay

for performance of abortions

-or involuntary sterilization ‘
or to motivate or coerce persons

to practice abortions? to pay for
performance of involuntary steri-

" lizations as method of family

planning or to coerce or provide

. any financial incentive to any ‘
‘person to practice sterilizations? : Yes to all
or to lobby for abortions? " questions .

41


http:104(f)s-FY.82

~be FAA Sec. 620(g). to compenééﬁeif

owners for expropriated nationalized -

pProperty?

-

c. FAA Sec. 660. to finance poli¢e {.

training or other law enfocement ‘
asgistance, except for narcoticg
pPrograms? O

d. FAA Sec. 662, for CIA activitiés?

e. FY 82 Approp, Act. Sec. -503. to
Pay pensions, etc., for military
personnel? -

£.FY 82 Approp. Act;'Sec;'505i to -
pPay U.N. assessments? ¥

8+ FY 82 Approp. Act Sec: 506.
to carry out povisions of FAA
Sections 209(d) and 251(h)?
(transfer to multilateral
organization for lending).

h. FY 82 Approp. fct, Sec. 510 .
To finance the export of nuclear
equipment, fuel, or technology
or to train foreign nationalg in
wuclear fields?

i. FY 82 Approp. Act Sec. '511. To
aid the efforts of the government
to suppress the legitimate rights
of the population of guch country

contrary to the Universal Declaration

of Human Rightg?

k. FY 82 Approp. Act. Sec: 515. To

be used for publicity or prOpaganda,  
purposes within U.S, not authorized

by Congress?

. Yes,

Yeo.

Yes.

Yes

7
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" Annex E

CATEGORICAL EXCLUSION DEI'ERMINATION
ZARE (Under AID Reg. 16) ‘

Project Country: - | :Mauriti'us'-
Project Title: __"ﬁ‘,‘Commodity Import Grant: (642-0005)
Funding: fi'.'i'I\vO Million Dollars
Period of Funding: : FY 84 ‘ Ly

| i Q- aifi
IEE Prepared by: Erna Kerst AFR/PD/EAP and L ly-

Willens, AFR/EA/IOS
Action Recommended: 'Categorical Exclusion T
under Regulation 216. 2 (c)(2)(ix)
Determining Officer: Philip g‘x‘nbaum, DAA/AFR

Date: March 9, 1984 -

Bureau Environmental Officer:.

e /Af

J;Clearance' GG/AFR, DRobertson €.2%_

AFR/PD/ EAP, JHeard
AFR/EA, BKline : ‘
AFR/EA ESpriggs /’



Examination of Nature, Scope and Magﬁitude‘df-EnVifdﬁmeﬁtalfiﬁﬁéCtSf

I. Description of the Project

The project proposes to provide a commodity import grant of $2 million to
the Government of Mauritius from Economic Support Funds on standard A.I.D.
terms. The primary purpose of the grant is to provide balance of payments
assistance by financing commodities which contribute to import reduction,
and to supporting the government's programs in private sector development,
export-led industrialization and employment generation.

Commodities will be selected from the list of eligible commodities
(Handbook 15, Appendix B). No pesticides will be imported under the
proposed project and the Mission will inform the Government of Mauritius
of any potentially hazardous materials or uses once these become known.

II. Recommended Environmental Action

In accordance with A.I.D. Regulation 16 Section 216.2 (c)(2)(ix),
assistance under a Commodity Import Program is eligible for categorical
exclusion from environmental procedures when, "prior to approval, AID does
not have knowledge of the specific commodities to be financed and when the
objective in furnishing such assistance requires neither knowledge, at the
time the assistance is authorized, nor control, during implementation, of
the commodities or their use in the host country.'" Further, Section 216.2
(c)(1)(1i) states that environmental procedures are not required if "the
action does not have an effect on the natural or physical environment."

As the subject assistance fulfills the qualifications cited above, it
should be granted a categorical exclusion.

Draft: AFR/PD/EAP, Eerst
Doc 06911 o



Iarge Manufaoturing Egtablishments Maroh 1963 1/

[ o o

Manufaoturing

 'Qdde

Type of - Noe of
Eﬂtablish.

 Eatablish,

-————-—-—..==~_.=.-===-__—-——'—————-===...__~—— ===

No, |

Average employ

| Anncx F

Enployed ‘ Esta.blish. :

24
331/332
- 341
342

351/52/
53/54

355
356 o
'351/362
e

38

-
™

‘Non Eleotriocal

Food Produots =~ 1
- Beverages & Tobaooo 13';:1 -
Textiles 11 |
Wearing Apparel Z.L].J.",:-f

Foo'twear 11,
Wood & Furniture 21

Papexr Produots 5

Printing & Publiahing 29_
Chemicel Products 18 o

Rubber Products .9
Plastio Produots 10 - i
Non Metrllio |

Minersl Produots
Iror: and Steel
Baslo Industrieg

Motal Produots

Machinery

Eleotrical
Maohiqery

Transpoxt
Equipment

Watches and Clocky 7

Jewelry, related

Axtiocles and Migo, 2'2 :

Industries

'S

1 725

F !l'o‘bal
2065 5

335

\ ,937 1019
' . 2733 16042
leather Produots = - 5

- 97
340
916 -

859
e

) ,"‘,f'j’126

240
179

160
233
201

334 .

fsss- 1oa7

. 2840
2060

1956
16775
331

219
1076 5
415
1060 -

.

158

169

e Smneean e
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