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A C T I 0ON M E M 0 R A'N D U M
 

TO: John W. )o~hring -Director, REDSO/ESA
 

FROM: Jame s ey - Project Development Officer, REDSO/ESA 

SUBJECT: Autho z tion of Mauritius FY 1985 Commodity Import
 
Progr CIP) Grant (642-K-604)
 

Problem: Your approval is required to authorize a $2,000OOv
 

CIP grant of FY 1985 Economic Support Funds to the Government
 
of Mauritius.
 

Discussion: " The purpose of the program is to provide balance
 

of payments assistance and local currency support to the
 
assist in its economic
Government of Mauritius (GOM) to 


Based on an analysis of the structure of
adjustment program. 

trade and assistance in Mauritius, the design team has
 

concluded that the most appropriate form of assistance is
 

direct balance of payments support for goods imported from the
 

United States. Two types of assistance are planned, drawing
 

upon the positive experience of the similar programs in 1982
 

through 1984. First,, 2.0 million of grant funds will be made.
 

available to finance the dollar costs of commercial imports
 

from the U.S. for private sector commodities using the CIP
 

mechanism. We anticipate that this will entail financing the
 

commercial importation of approximately 3,000 tons of degummed
 
vegetable oil. Second, the estimated Rs.32 million in local
 

currency which will be generated under this program will be
 

deposited in a separate government account available to support
 

mutually agreed upon development activities. It is expected
 

that from the special account, Rs.32.0 million would be lent to
 

the Development Bank of Mauritius (DBM) on concessionary terms
 

to complete construction of the Industrial Estate in the
 
loan funds will be used to construct
Vacoas/Phoenix area. The 


140,000 sq. ft. of factory rental space.
 

Conditions: The PAIP was approved by you, under special
 
Ma:ch 18th, 1984. No special
delegation of authority, on 


However, pursuant to
conditions or covenants will be required. 

Section 609 of the FAA, the grant agreement will require local
 

to be deposited in a
currencies generated from the grant 


Special Account, to be used for programs agreed to by the GOM
 

and AID. The agreement shall further provide, required by
as 

from the Special Account are used by
Section 609, that if funds 


the GOM to make loans (e.g. to the DBM for industrial estate
 

or the DBM's Small Busines3s and Industry
development and/or 

Revolving Fund), all funds received in repayment of such loans
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shall be reused only for such purposes as shall have been.
 
agreed to between the GOM and AID.
 

No problems are foreseen in the negotiation of the Agreement.
 
The GOM has sent the Embassy a formal request for U.S
 
assistance of $2 million to finance commercial sector imports

of development related commodities 
from the U.S. and to use the
 
local currencies generated under the program to support agreed
 
upon programs.
 

Environmental Analysis: 
 A categorical exclusion determination
 
has been provided by AID/W and is attached to 
the PAAD as Annex
 
E.
 

Congressional Notification Status: 
 The announcement of this
 
Program was made in the Congressional Presentation Fiscal Year
 
1985, Annex 1, Africa, page 225. No further notification is
 
required.
 

Program Implementation: The proposed program will be
 
implemented by 
the Ministry of Finance in co-ordination 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
 
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 officers will be Jim Dempsey, Project

Officerand Lyn Dunn, Commodity Management Officer.
 

Recommendation: 
 Pursuant to Africa Bureau Delegation of
 
Authority 140, Revised, it is recommended that you sign the
 
attached PAAD face sheet, thus authorizing the FY 1985
 
Mauritius Commodity Import Program.
 

Attachment: Program Assistance Approval Document
 

Clearances:
 

P. Scott:REDSO/RLA: (Draftk
 
Lyn Dunn:REDSO:RSO: (Drafv/
 
H.. Smith:REDSO:ANYMIS: (DraftJ
 
G. Eidet:RFMC: (Dr )
 
Art Fell:REDSO:D/DRR:.
 
J. Graham:REDSO:PRJ: ( ft) 

6183D
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.ARV OFS...CRIPTIONRIMM1, 


This grant program will support U.S. political, strategic and economic objectives
 

in the region by providing necessary balance of payments and budgetary support 
to
 

(GOM). Based on an analysis of the structure of trade
the Government of Mauritius 


and assistance in Mauritius and given the successful implementation of the 
past
 

three; Commodity Import Programs (CIP), the design team and the Embassy have
 

' oncluded that the most appropriate mode of assistance is another CIP which 
provide
 

direct balance of payments support to permit importation of necessary commodities
 

from the United States. It is proposed that the counterpart 'funds generated from
 

the importation of U.S. commodities (Rs.32.0 million) be used to support the
 

Development Bank's industrial estate at Vacoas-Phoenix. Funding of this local
 

final agreement by AID and the GOM. Disbursement
 currency activity is subject to 


of foreign exchange is conditioned only on the routine conditions precedent of
 

submission of a legal opinion, repres2ntative signatures, and a procurement 
plan.
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I. SUMMARY AND RECOMMENDATIONS
 

The following are the principal features of the proposed Commoditv Imnort Program.
 

(CIP) for Mauritius:
 

Activity: Mauritius FY 1985 CIP 642-K-604 kCIP IV)
 

Terms and Conditions: ESF grant funding for $2,000,000
 

Authorized Source: AID Geographic Code 000 (US only)
 

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 1982 through 1984 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.
 

Program Description: A two-phased assistance program is proposed, drawing upon the
 

positive experience of similar programs from the previous three years. First, t2.0
 
million of CIP grant funds will finance edible oil procurements by the private
 
firm, Mauritius Oil Refiners, the only edible oil refinery on the island. We
 
anticipate that this will entail financing the commercial importation of
 
approximately 3,000 tons of degummed vegetable oil from the US. Second, the
 
estimated Rs. 32 million in local currency that will be generated under this
 
program will be deposited in a separate government account available to support
 
mutually agreed upon development-related activities. The planned use of the funds
 
is for the development of Vacoas-Phoenix Industrial Estate (140,000 sq ft) by the
 
Development Bank of.Mauritius (DBM).
 

PAAD Issues
 

1. Edible Oil Price
 

The most important issue is that of GOM price control on the sale of edible oil.
 
Although the government has raised the retail price of oil from Rs 7.25/litre in
 

late 1979 to Rs 12.25/litre at present, an increase of nearly 70 percent, the rupee
 
price of foreign exchange has increased by over 100 percent. The local price
 
adjustments have not kept pace with the devaluation of the rupee and, thus, in
 
foreign exchange terms, the oil is actually sold at a lower price today. Furthet,
 

the world price of oil has moved from the $400/ton raftge in 1982 to the $700/ton
 
prices during the past year. The market is highly volatile and the most recent
 

purchase (May 1985) by the Mauritius Oil Refiners was at nearly W80O/ton.
 

Not surprisingly, the financial position of Moroil is precarious (see annex G). it
 

has threatened to close operations. Difficult and politically sensitive
 
negotiations are presently taking place between Moroil management and the GOM. As
 
part of the policy dialogue, AID following the lead of the IMF and IBRD, has
 
encouraged an end of price controls, especially on edible oil. However, since
 
there is no local production of oil, there is no question of a price disincentive
 
for local producers, the main problem with price controls in most countries. The
 
reason for oil price control is the social objective of insuring that it is soi4 at
 
a price affordable to all Mauritians. 
 ( 



- 2 -


The GOM cannot allow the Mqroil facility to close since it is the only one on the
 

Further the GOM realizes that the firm's operations and marketing of oil
island. 

USG direct involvement in the negotiations is
have been highly efficient. 


The design team believes that some accomodation will be reached
inappropriate. 

that keeps Moroil in business, meets the social objective and is effective and
 

efficient.
 

2. Ownership of Factory
 

The planned program for industrial estate development by DBM includes both
 

factory construction for rent. Given
preparation of sites and services as well as 


the private sector objective of both AID and the GOM itself, why is the DBM, 
as an
 

agent of the GOM, planning to develop and possibly operate the industrial park? To
 

what extend can the private sector construct its own buildings or develop 
estates
 

for rent to the new and expanding industries?
 

First, the GOM and DBM encourage, 	to the extent feasible, private sector
 

The DBM finances the construction of factory
development of industrial space. 

part of many of its EPZ start-up loans.
 buildings by the manufacturer/operator as 


The GOM has leased or sold land at concessionary rates to attract companies which
 

However, the garment industries, which
will be constructing their own buildings. 


make up most of the new or expanding firms in Mauritius, prefer to rent rather 
than
 

build. At present, there is a shortage of space because of the recent upsurge in
 
so industrial
demand. The GOM is modifying the 	Development Certificate (DC) laws 


For the

site developers will receive special tax advantages and other benefits. 


the
present, however, no developer is moving forward quickly enough to meet 


immediate demand. One particular problem causing this delay is that private sector
 

developers have been hesitant to construct new space for garment industry firms
 
The GOM believes that,
which have a history of transiency from country to country. 


the private sector may make investment
although the financial returns to 


unattractive, the high economic returns, especially in relation to employment
 
the public sector.
generation, make it an attractive 	investment for 


The proposed program will be implemented by the Ministry
Program Implementation: 

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 with all entities participating in this program,
 

including Moroil and the DBM, 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 officers are Jim
 

Dempsey, Project Development Officer and Lyn Dunn, Supply Management Officer;
 

additional assistance will be provided by a REDSO program implementation
 

At the Embassy, S. Jathoonia, Commercial/Economic Assistant will handle
committaee 

the day to day matters.
 

The PAAD team recommends a period 	of 12 months for commitment
Disbursement Period: 

We anticipate
and 18 months for disbursement of all foreign exchange resources. 


that disbursement of all local currency proceeds will occur within 
a period of two
 

years.
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Congressional Notification: The announcement of this Program was made in the
 
Congressional Presentation Fiscal Year 1985, Annex 1, Africa, page 225. No further
 
notification is required.
 

Statutory Checklists: All required checklists have been 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
 
irported and on the uses of the CIP local currency proceeds.
 

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 by 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. A request for assistance from the
 
GOM is included as Annex A.
 

Given our experience 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 IV (642-K-604) will proceed smoothly.
 

Recommendation: It is recommended by the PAAD team that a ESF grant commodity
 
import program in the amount of US $2,000,000
 
be authorized for Mauritius.
 

PAAD Committee:
 

James Dempsey, Project Officer, REDSO/ESA
 
Hadley Smith, Economist, REDSO/ESA
 
Lyn Dunn, Supply Mgmt. Officer, REDSO/ESA
 
Shariff Jathoonia, Economic/Commercial Specialist,
 
US Embassy, Mauritius
 

Jack Smith, Engineer, REDSO/ESA
 
Clare Cavoli, Economic/Commercial Officer, US Embassy,
 
Mauritius
 



II.PROGRAM BACKGROUND AND RATIONALE 

A. The Setting
 

The island nation of Mauritius covers 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 history of
 
French and British colonialization, 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, I
 
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 widely spoken, Creole represents the prevailing language
 
of communication for Mauritians.
 

While the population density is very high, at 1,333 inhabitants per square mile,
 
the population growth is a modest one percent per annum, largely resulting from a
 

successful family planning program iitroduced in the 1960's. With an estimated per
 
capita income of $1,240 in 1983, Mauritius enjoys a standard of living comparable
 

to those in middle income countries in terms of nutrition, literacy, health care
 
and educational facilities. However, the income distribution is relatively more
 
uneven than in other developing countries owing to the historical dominance of the
 
sugar estates and the rapid growth of a new industrial class. In 1980-81, the
 
median monthly income of households was $150 as compared to $92 in 1975. While
 
poverty is found in both rural areas and urbah concentrations on the island of
 
Mauritius, it is particularly prevalent on the other islands, the most import of
 
which is Rodriques.
 

B. Political Overview
 

The Mauritian political 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 political parties and coalitions which have generally
 
espoused non-alignment, with a pro-Western bias in foreign policy and a mixed
 
economy domestically. The major trade partners are Western countries such as
 
France, U.K. and the U.S.
 

During a nine-month period in 1982-83 when the Mauritian Militant Movement (M24)
 

dominated the government, the MM developed a more strictly defined non-alignment
 
which was not as favorable to US and Western interests. 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 its membership and
 
credibility in the Non-Aligned Movement, 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. The GOM's
 



-5

1984 UN voting was excellent in terms of U.S. interests. 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 to help it solve it's unemployment problem is permitting
 
Mauritian laborers to work on operations/maintenance contracts 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 and provides for the storage'of
 
fuel for U.S. ships and other equipment.
 

C. GOM Development Strategy
 

The government in Mauritius has set out a development strategy which has as its
 
goal economic self-reliance. 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
 
Increasing Self-Reliance," acknowledge the comparative advantage and crucial role
 
of sugar production and export processing. Thus, the government's major
 
development objectives are:
 

- "To enable the country to attain a degree of greater self-reliance which 
will minimize the adverse effect of world economic instability on the 
national economy." 

- "To achieve a high rate of economic growth which will raise incomes and 
standards 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-z ance and sustained economic growth are the
 
recurrent balance of payment deficits and the heavy external borrowing required to
 
finance development. As part of its strategy, the GOM has instituted a series of
 
macroeconomic policies and programs to bring the national economy into a balance
 
for sustained economic growth. These policies and programs are discussed in the
 
Economic Overview (Section liA), 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, improve the balance of payments, control external
 
borrowing and finance debt repayment. The GOM is primarily relying on the IF
 
standby credit arrangements and the World Bank's Structural Adjustment Loan to help
 
them through the period of economic adjustment. Significant donor assistance is
 
also required.
 

The new government has taken a very pragmatic approach to structural adjustment and
 
economic development. It realizes that historically the economic success which
 
Mauritius has experienced has been based on a free market approdch to development.
 
It has chosen to emphasize and depend upon private productive sector development to
 
get the economy moving again. Achievement of t:.! longer term goal of self-reliance
 
will require diversification and development o- avriculture, export processing and
 
light industries. All of these areas are domin ted by the private sector and are
 
the most productive and growth oriented in the economy.
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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
 
crop and increase production of food crops. The GOM has proposed 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 seeks to maximize food
 
production, to increase sugar yields, to rationalize tea and tobacco production, to
 
develop high-value export crops other than sugar, and to promote local livestock
 
production.
 

Making more resources available for foodcrops does not necessarily mean that sugar
 
-. production will-be reduced. The objective of the government is to increase yields
 

and sugar processing efficiency to keep sugar production at. marketable levell,
 
while at the same time utilizing cane interline cropping and crop rotation to
 
expand foodcrop production. As part of its economic structural adjustment, the GOM
 
issued in early 1985 the Plan for The Sugar Industry 1985-1990. This plan has as
 
its objectives the revitalization of the industry to keep it competi.tive in the
 
world markets. Increased producti, ity, factory rationalization, agricultural
 

diversification and energy production from waste are specific objectives that will
 
be supported by projects and investments.
 

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

I. 	 the world-wide economic recovery;
 
2. 	 Mauritius' special access to the EEC markets through the Lome Convention;
 
3. 	 the low local labor costs which are now below most countries in the Far
 

East ;
 

4. 	 high labor productivity; and
 

5. 	 GOM and private sector promotion of the EPZ.
 

Although the long term strategy is to diversify the type of industry in Mauritius,
 
because of the overwhelming unemployment problem, the GOM is vigorously encouraging
 
the expansion of the garment industry in the EPZ. With the high employment
 
requirements of garment manufacturing, the GOM sees expansion of this industry as
 
the primary means of solving the most serious economic and social problem in
 
Mauritius, high unemployment. At the same time, the GOM is not ignoring the need
 
to attract non-textile foreign investment.
 

The growth of the EPZ during the last 18 months has been remarkable. Approximately
 

1,000 new jobs per month have been added in the sector. Present exports from the
 
EPZ amount to 156 million, 42 percent of export earnings, and are expected to
 

surpass sugar as the major foreign exchange earner ia 1987.
 

One of the key impediments to the immediate expansion of the EPZ is the lack of
 

industrial space for manufacturing and appropriate sites for factory construction.
 
The GOM believes that public and private sector action in these areas is needed
 

immediately and is placing highest priority on factory construction and supporting
 

infrastructure development on industrial estates.
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Tourism development represents another objective of the GOH's economic structural 
adjustment. In order to tap new markets and diversify away from traditional ones, 
expenditures on tourism promotion campaigns will be increased. As the third 
largest foreign exchange earner, tourism has the potential to add substantially to 
the 	 economic development of Mauritius. 

Although the focus of the economic adjustment program is on the revitalization of 
the 	productive sectors, the GOM will continue to finance social programs at 
approximately the same level as previous years (25-30% of recurrent budget).

Expenditures 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 
" onomic adjustment period. 

D. US Assistance Strategy 

Mauritius has received bilateral US assistance since its independence in 1968. In
 
the 	 late sixties and early seventies, 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 have been implemented. In 1980, a HIG 
program was approved but was not drawn down owing to high interest rates in the US, 
and GOM limitations on investments in housiug. 

Due to economic difficulties, the US provided a 2 million Economic Support Fund 
grant in FY 1982 and the same amount in FY 1983 while rising to 4.0 million in 
1984. Two million dollars as an ESF grant is proposed in this document. A 
technical assistance grant which complements the H/G loan is being used and during 
1985 the GOM plans to draw 2-4 million of the commercial loan. The rationale for 
these grants is based upon the political importance of Mauritius to US strategic 
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 relations has become more urgent as the GOM has become more
 
suppor tive.
 

The strategy for the present AID program of PL-480, ESF and a modest. training 
program is three-pronged: 

1. 	 To support agricultural diversification, and sustainable food policies; 

2. 	 To promote private sector activities in key development sectors such as 
agriculture, export processing, manufacturing, tourism promotion, and services; 
and
 

3. 	To assist the COM to provide essential services (e.g. water supply) to the 
poorest elements of the population.
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III. MACROECONOMIC BACKGROUND AND ANALYSIS j/ 

A. Summary Findings and Conclusions 

1. Summary Conclusions:
 

Compared with other countries served by REDSO/ESA, the performance of Mauritius in

adjusting to prolonged low export prices and high petroleum prices has been
exemplary. 
The exchange rate has been depreciated sufficiently to maintain real

purchasing power and real wages have declined somewhat, increasing the

competitiveness of manufactured exports. 
Foreign and local investors are showing

considerable interest in investing in the EPZ where employment and production are

expanding rapidly. IMF standby arrangements after the current one probably are
 
.unnecessary and GOM will be able to repay obligations 
to IMF during the next few.
 
years.
 

The chief problem areas are unemployment, rehabilitation of the sugar industry, and
 
revision of the tariff structure to remove bias in favor of import substitution, at

the expense of exports and inputs 
to produce exports, and to reduce unevenness in
incentives to import sibstitution industries. 
 Policy reforms have been initiated
 
in collaboration with IBRD under the structural adjustment loan. 
 Tax reform is
needed to phase out export 
,nd other taxes which discourage production to earn
 
foreign exchange. Employment in the sugar industry has declined more 
rapidly than
the rest of the economy has been able to create jobs. 
 However, rapid expansion of
 
investment and production in the EPZ is 
the best solution to redundant labor in
agricllture and could lead to agricultural labor shortages rather quickly if

projected growth in manufacturing is achieved. Manufacturing employmentt more.than

doubled from 1975 through 1984, increasing 8.9% annually, while total employment
 
rose 1.5% annually. 
At this rate of increase, manufacturing employment would reach
 
105,000 in 1993, 45% of total employment, offsetting past and likely future
 
declines in agricultural employment, creating labor shortages, pushing up real
 
wages, and encouraging mechanization.
 

To provide the real capital formation for this growth, imports may need to grow in

the medium term more than the 7.5% 
annual rate in current prices envisioned by

IMF. 
To provide adequate financing to the private sector for rapidly increasing

ecunomic growth and exports, the loanable resources of the Development Bank of
Mauritius need to be increased substantially to utilize fully its capacity to
 
facilitate economically sound investments.
 

2. External Sector Crisis:
 

During the 10 yenrs prior to 1976, Mauritius had small current account deficits in
 
only two years. 
 Since 1975, deficits have occurred in nine consecutive years

totalling nearly $750 million. 
The crisis was brought on by over-valuation of the
 
currency, high petroleum prices, and low sugar prices. 
 IMF expects the deficits to

continue through 1990 but the size of the deficits has been brought down to about
 
$25 million annually, which is considered manageable.
 

1/ 
For a more complete analysis with statistical tables see Annex B.
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Imports have been managed carefully since 1979 and have not increased in SDR value'
 
except for 1980/81. However, in current domestic prices the value of imports rose
 
10.5% annually. Petroleum was 16.0% of imports in 1984/85.
 

The uses of imports have changed significantly from 1979 through 1983. The share
 
consumed by households declined from 29% to 26% whereas intermediate consumption
 
rose from 59% to 66%. Most significant was a substantial decline in the share of
 
imports devoted to gross domestic capital formation.
 

2. Policy Reforms:
 

With reversal in the terms of trade during 1976-79, for sustained growth of output
 
and employment and a viable balance of payments in the medium term, exports had to
 
-be promoted and diversified, and import-substitutes for food and.energy
 
encouraged. Given the small domestic market, export growth was vital.
 

In 1979, GOM initiated stabilization and structural adjustment programs with IMF
 
and IBRD. Since 1979, five consecutive stand-by arrangements have been
 
implemented. These programs have included policies to adjust the exchange rate,
 
reduce consumer subsidies, restrain wages, restrict credit and money, reduce the
 
overall fiscal deficit, and maintain a liberal system of trade and payments. In
 
spite of a world-wide recession, adverse weather conditions and continued
 
deterioration of the terms of trade, progress under the stand-by arrangements has
 
been good.
 

In 1979 and 1981, the rupee was devalued 30% and 20%, respectively. In February
 
1983, GOM changed the peg of the rupee from the SDR to a trade-weighted basket of
 
currencies. Since then, GOM has followed a flexible exchange rate policy which,
 
with wage restraint, has been effective in increasing export competitiveness.
 
Between February 1983 and June 1984, the nominal and real trade-weighted exchange
 
rates depreciated against the basket of currencies 7.6% and 9.0%, respectively. A
 
fifth stand-by arrangement for eighteen months for SDR 49.1 million was approved by
 
IMF on March 1, this year. The new program primarily continues the policies of the
 
previous stand-by arrangements with further fiscal adjustment, restraint of
 
expansion, a flexible exchange rate policy, and a cautious wage policy.
 

A first structural adjustment loan for $15.0 million in 1981 focussed on supply
 
side measures. Energy planning capacity was strengthened, the medium term public
 
investment program was reduced and rationalized and policy reforms in agriculture
 
and industry were initiated. A financing package was arranged when foreign
 
exchange r serves were completely exhausted.
 

The second structural adjustment program for $40.0 million in late 1983, has four
 

objectives; (1) restructuring of the sugar industry and agricultural
 
diversification (2) further promotion of export-oriented industrialization, (3)
 
tourism development and (4) improvement in public resource management.
 

A restructuring program for the sugar industry was announced by GOM last July. The
 
program aims at (1) monitoring the long term financial viability of large estates,
 
(2) rationalizing milling operations, and rehabilitating equipment, (3) raising ti~e 
productivity of small planter-, (4) improving the utilization of by-products, and 
(5) diversifying agricultural activities. Energy' policies were not included in the
 
second structural adjustment program.
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With the decline of sugar prices, stagnation of sugar production, and rapid growth
 
of EPZ exports the share of sugar exports dropped from 86% in 1974 to 62% in 1983
 
while the share of EPZ exports rose from 8% to 30%. Net exports are about 37.0% of
 
total EPZ exports.
 

4. National Accounts:
 

GDP data in constant 1976 prices indicate significant trends since 1960. Annual
 
growth of GDP was only 1.6% in the 1960's but increased to 6.0% annually from 1970
 
through 1981. In spite of the relatively high overall rate of growth, agricultural
 
output declined 3.4% annually, offsetting much of the high growth rates in smaller
 
sectors including construction, mining, electricity, transport, and trade. The
 
contrast between the two decades is illustrated by the shift in growth of gross
 
-domestic investment from a negative 6.7% to a positive 7.8% annually.
 

Preliminary information released by GOM in April indicates that GDP grew 4.2%
 
during 1984, much more than the 3.1% expected in September last year. The main
 
sectors which have grown more rapidly than expected are agriculture other than
 
sugar, EPZ, and tourism. Other agriculture, which includes foodcrops, livestock
 
and fishing, rose 13%. in volume over 1983 compared with a predicted rise of 5%.
 
Tea production, increasing 13% in volume and 80% in price, contributed most of
 
higher growth of GDP. Data on imports, exports and employment indicate that EPZ
 
value added grew about 21% rather than the expected 16%. Tourism grew 14% rather
 
than 10%.
 

Final consumption expenditure increased 9.8% over 1983 in nominal prices and 3.1%
 
in real terms, compared with 1.8% real growth in 1983. Consumption was 82.0% of
 
GDP at market prices. The ratio has declined steadily from 90.0% in 1980.
 
However, real GDFCF growth in 1984 was substantially lower than expected, growing
 
6.6% rather than 8.4% expected last year. By contrast, real public sector
 
investment grew' 10% while private sector investment rose only 4%. The ratio of
 
gross domestic vavings to GDP at market prices rose to 18% from 17.0% in 1983 and
 
15% in 198. and 1982. The decline in growth of GDFCF and low growth of private
 
investment in 1984 is a source of concern for growth in later years.
 

5. Prices:
 

Since 1980, when the consumer price index rose 42%, inflation diminished steadily
 
to 5.6% in 1983, rising to 7.3% in 1984. The increase in 1984 was attributable to
 
the higher cost of imported items because of currency depreciation and higher
 
utility and petroleum prices. Among the commodity groups comprising the index, the
 
prices of medical care, food and non-alcoholic beverages, and fuel and lighting
 
increased the most.
 

6. Employment:
 

The latest survey of employment and earnings shows that between September 1983 and
 
September 1984, total employment rose 6,615 (3.3%) to 200,442. Manufacturing
 
sector employment increased 10,208, almost exclusively in wearing apparel
 
industries. The increase was mainly the result of new enterpriscs in the Export
 
Processing Zone (EPZ) where total employment rose more than 10,000. Monthly
 
earnings, on average, increased 4%. Employment in agriculture continued to
 
decrease, because of mechanization in the sugar estates and declining sugar 
 ( [ 



production during the last two years. 'Total male employment decreased 1,259 while
 
female employment rose 7,876 mainly from new-emlovment in the EPZ. Female workers
 
are 80% of EPZ employment.
 

7. External Debt and Debt Service:
 

After 1974, public external debt outstanding, including undisbursed, quadrupled
 
from $120.3 million to $542.9 million at the end of 1983, of which $332.5 million
 
(61.2%) was disbursed. Multilateral sources provided $283.7 million (52.2%) and
 
bilateral sources $155.0 million (28.5%). The remaining 19.3% was suppliers
 
credits and commercial bank loans. The World Bank group provided 34.9% of total
 
outstanding credit. France is the largest bilateral creditor (9.6%), followed by
 
the United Kingdom (4.7%), and Kuwait (3.5%). Outstanding disbursed public debt
 
.was 29.0% of GNP.
 

As borrowing from commercial banks increased after 1977, average terms hardened.
 
In 1983, average maturity was 17 years with 4 years grace and an interest rate of
 
10%. GOM plans to limit new concessional borrowing through mid-1986 with maturity
 
of less than one year to $30 million and to incur no new loans with 12 years
 
maturity or less. Debt service payments rose from 3.0 million in 1974 to $83.7
 
million in 1983, about 16% of export earnings and 7.3% of GNP.
 

8. Progress In Economic Structural Adjustment:
 

Significant progress has been made in reducing fiscal and financial imbalances.
 
The current account deficit has declined from.15.5% of GDP to 2.5%, a more
 
manageable level. The budget deficit has declined from 12.9% of GDP in 1981/82 to
 
6.3%. Subsidies for food and education and current expenditures on housing and
 
public health have been curtailed. Public utility prices have been adjusted to
 
minimize budgetary transfers to parastatals and preveit, distortions in resource
 
allocation. Public investment projects with low economic rates of return have been
 
eliminated from the capital budget. Despite recovery in 1984, growth remains
 
modest and unemployment high (17%). In 1985, large debt service obligations are
 
due. The debt service ratio, including IMF repayments, is expected to peak at 29%
 
in 1985, but decline thereafter.
 

IBRD recommends that, beginning in 1986, economic policies should switch to a more
 
growth-oriented development strategy. For more rapid growth during 1986-1990, less
 
restrictive policies are needed to permit imports to expand gradually. Investment
 
needs to be increased, low priority investments in infrastructure discouraged, and
 
growth of private investment in productive sectors acceletated. A high growth/low
 
unemployient program requires effective structural adjustments.
 

Despite progress, debt servicing threatens economic growth. Large debt service
 
payments in 1984/85 and 1985/86, will peak in 1984/85 at about 29% of goods and
 
non-factor services, but decline to 20% in 1986/87. Although the overall balance
 
of payments is projected to have a surplus in 1984/85, in part because of drawing a
 
$40 millio. Eurocurrency loan, a financing gap remains because of repurchasing SDR
 
48 million from IMF. Official international reserves also have declined
 
substantially to two weeks' imports at the end of 1983/84. Given the risks of
 
damage to the sugar crops by cyclones, reserves should be at least one month's
 
imports.
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Although the share of sugar in GDP has fallen below 10%, sugar production is vital
 
to the economy, accounting for 50% of merchandise exports in 1983/84. Export
 
duties on sugar have provided 15% of government revenue, declining to 10% in
 
1984/85. Firms have had financial losses while the industry as a whole has
 
suffered from poor crops, and falling investment. After intensive study, a
 
restructuring program has been adopted and the new Sugar Authority established.
 
The restructuring program includes, rationalization of operations, diversificatidn
 
into non-sugar agriculture, energy production from cane by products, measures to
 
increase productivity, and an adequate return for sugar producers.
 

In 1984/85, the overall budget deficit as a proportion of GDP will be reduced, for
 
the fifth year in a row, to about 6.3% of GDP, in spite of reduction in the export
 
tax and unexpected increases in expenditure because of exchange rate depreciation.
 
.Dollar appreciation increased interest payments on external debt, and, together
 
with increases in international prices, in higher payments for rice and flour
 
imports.
 

IBRD concludes that despite higher rates of growth during 1985-1990 the balance of
 
payments situation is manageable if a structural adjustment strategy continues. A
 
13% annual growth in exports of goods and in non-factor services, such as tourism,
 
in current prices is feasible for the rest of the decade. The current account
 
deficit of the balance of payments, however, would increase. External debt
 
liabilities and current account deficits need to be offset by commitments from the
 
international community. The debt service ratio, excluding IMF repayments, would
 
stabilize around 20%.
 

9. Sugar:
 

Declining investment and profitability in the sugar industry are serious policy
 
problems which must be resolved to avoid declining capacity and reduction of export
 
earnings. The Sugar Authority was established in June 1984 to advise on policy and
 
coordinate changes within the industry. IBRD has been working closely with GOM,
 
the Sugar Authority, and the private sector to prepare a restructuring program with
 
guidelines for reforms and a master plan of specific policies. Restructuring was
 
agreed in principle with IBRD in September 1984, including a rationalization of the
 
milling industry to reduce financial losses and improve efficiency, improve the
 
productivity of smallholders, diversify agriculture, and increase agricultural
 
research. The rationalization plan was accepted by IBRD in February and
 
significant progress is expected by July in implementing the plan. Changes in the
 
export tax were to be introduced by April 30, retroactive to the beginning of FY
 
1984/85.
 

10. The IMF Standby Arrangement:
 

The fifth IMF standby arrangement was signed March 1 for 18 months for purchase of
 
SDR 49 million, 91.4% of Mauritius quota of SDR 53.6 million. The GOM also is
 
expected to purchase SDR 7.5 million under the compensatory financing facility
 
relative to the export shortfall in the year ending August 31, 1984. At the end of
 
CY 1984, IMF holdings of rupees subject to repurchase were SDR 157.3 million
 
consistitig of SDR 34.0 under special facilities and SDR 123.3 million under tranch
 
policies. During the new standby arrangement repurchases will exceed purchases by
 
SDR 16.0 million which would reduce IMF credit outstanding to SDR 141.6 million on
 
July 30, 1985. Purchases under the standby after the initial SDR 7.0 million wiljli
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be in.six quarterly installments contingent on compliance with quarterly
 

performance criteria and two reviews.
 

Rapid growth of manufacturing exports, import substitutes, and tourism is the main
 

source of increase output and employment. Exports from the EPZ are expected to
 

increase 22% in 1984/85 following a 25% increase in 1983/84. Employment in the EPZ
 

than 5,000 (25%) to 13% of total employment. At the
is expected to increase more 

end of 1983, employment in tourism and supporting industries was 18,000 persons, 6%
 

The large growth
of total employment and is expected to grow about 10% annually. 


in exports and employment is the result of increasing competitiveness from
 

depreciation of the currency and declining real wages.
 

Tax receipts are expected to rise somewhat but total receipts may decline because
 

The primary new revenue measure is a
of decreases in non-tax revenues and grants. 

of tax
10% surcharge on import duties expected to yield Rs 120 million, 41% 


revenue. Export tax revenues are estimated to be Rs 62 million less than budget
 
tax to provide relief to the sugar industry,
estimates because of revisions in the 


in spite of exchange rate depreciation.
 

During (Y 1985, the money supply 1984/85 is expected to increase 14% to finance
 

increases in GDP and international trade. Expansion in credit to the private
 

sector is to accommodate growth in investment and production in export and import
 

competing industries. Net credit to the GOM is expected to-decline Rs 79 million
 
Inability to provide sufficient private credit
and private credit to expand 17.5%. 


to the EPZ or other manufacturing firms while supplying other demand for credit has
 

prompted the GOM to introduce credit allocations to ensure adequate credit to
 

priority sectors without excessive overall expansion.
 

11. Economic Prospects:
 

Although sugar export receipts are expected to decline SDR 20 million (10%) and
 

external interest payments to increase SDR 11 million, IMF estimates the current
 

account deficit probably will increase only Glightly in 1984/85 to SDR 28 million.
 

The trade balance is expected to remain unchanged because of an increase in net EPZ
 

exports and a small reduction in other imports.
 

IMF projects a surplus in the overall balance through 1986/87 with small deficits
 

the following three years. Given the scheduled repurchases due to IMF the annual
 

financing gap remains about SDR 30 million from 1987/88-1989/90. The ratio of debt
 

service payments to exports of goods and non-factor services declines from 28% in
 

1984/85 to 20% in 1986/87. IMF concludes that the balance of payments deficit can
 

be financed without major debt service difficulties. The projections allow no
 

build-up of reserves after 1984/85.
 

The objective of the fourth, post-independence development plan for 1984-1986
 

(MDP), released in March, is to reinforce structural adjustments, redress balance
 

of payments deficits, and support growth with equity. Through export-led
 

industrialization, tourism, and agricultural diversification, the GOM aims to
 

increase foreign exchange earnings and provide the structure for expansion of
 
ets- amnl nvrmntnfi-nnel 
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Since prospects for sugar prices are not encouraging either in the protected EEC
 
market or the world market, and since sugar production is not expected to exceed
 
700,000 tons, the manufacturing sector is the best prospect for increasing export
 
earnings and productive employment. An intensive promotion campaign is under way
 
to attract foreign direct investment and improve access to foreign markets and
 
technology. GOM industrial policy is to provide the necessary infrastructural,
 
financial, and fiscal incentives. Tourism is a major area for expansion. The
 
objectives of tourism policy are to increase the number of tourist arrivals,
 
maximize foreign exchange earnings from tourism, create direct and indirect
 
employment, and increase value added.
 

The MDP plans annual growth of real GDP of approximately 4.5% during 1984-1986,
 
much higher than IMF assumptions (Table 35). Sugar production is projected at
 
585,000 tons in .1984, 650,000 tons in 1985, and 700,000 tons in 1986. The
 
projection assumes no increase in acreage and an increase in yield per hectare to
 
offset any decrease in area under cultivation.Real value-added in manufacturing,
 
excluding sugar milling, in 1983, was 12.8% of GDP at factor cost. Real
 
maoufacturing output is projected to grow 7.1% annually with the share of GDP
 
increasing to 16.7% by 1986.
 

The EPZ is the key to growth of manufacturing. At the end of 1983, the EPZ
 
employed 25,526 persons and produced 36% of manufacturing output, which is expecte
 
to rise to 44% with 17,000 new jobs created during the plan-period. Real EPZ
 
output is expected to grow 13.8% annually. Tourism is projected to grow
 
approximately 10% annually. Since 1979, construction has had negative growth
 
except for 1983. Real value added in construction is expected to grow 3% in 1984,
 
4% in 1985, and 5% in 1986.
 

The three-year Public Sector Investment Plan (PSIP), FY1985-87, aims at providing
 
infrastructure for the directly productive sectors and essential public services a
 
an incentive to private investors and to increase employment through economic
 
growth. Investments for infrastructure constitute more than 50% of the total. Of
 
21 new projects, 11 are extensions of on-going projects or improvements of current
 
works. IBRD questions the feasibility of the new Ethanol project which has an
 
economic rate of return between 1% and 4%. A key feature of the new PSIP is
 
restraint in capital spending. The PSIP is about 10% smaller, in real terms, than
 
the previous plan. The new PSIP plans a 11.6% average annual increase in public
 
investments.
 

B. Other Assistance
 

From a situation of almost complete dependence at the time of independence on the
 
United Kingdom, the only other source of aid being IBRD (which accounted for only a
 
small fraction of total aid received), Mauritius now receives assistance from a
 
large variety of bilateral and multilateral sources. On the bilateral front,
 
Mauritius is today receiving aid from the OECD countries (UK, France, the USA, the
 
Federal Republic of Germany, Canada, Australia and Japan), oil-exporting Arab
 
countries (Saudi Arabia, Kuwait and Abu Dhabi), communist countries (mainly USSR
 
and the People's Republic of China), and even some large developing countries
 
(especially India). The World Bank and the IMF are the two main international
 
agencies which have brought the largest amounts of external resources to Mauritius
 
in recent years. But other multilateral aid organizations like the European
 
Development Fund, the European Investment Bank, the African Development Bank, the
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United Nations Agencies (especially the UNDP and IFAD), the Arab Bank for Economic
 
Development in Africa and the OPEC Fund have brought substantial amounts of
 
concessionary finance to the country. This diversification of aid sources is a
 
good illustration of the country's pragmatic approach to aid mobilization from all
 
sectors of the international community. Annex H contains the GOM description of
 
the mobilization of external resources.
 

The amount of external resource received in Mauritius has increased tremendously
 
since independence. In FY 80 Rs 1,207 million were actually disbursed as against
 
Rs 52 million in FY 68. Even after allowance is made for the increase in prices
 
(as an indication, the import price index increased six-fold ever this period), the
 
increase in real terms has been four-fold. However, the trend has been reversed in
 
the 1980's as external flows have been constantly below the level reached in 1980;
 
.only Rs 987 million were mobilized in FY 1983. This change has resulted from the
 
decision on the part of the GOM not to go to private sources for development
 
borrowing. See tables I and 2.
 

TABLE 1
 

COMPOSITION OF EXTERNAL RESOURCES MOBILIZED (FY 68 - FY 83) 
(Rs million) 

Type of Resources FY 68 FY 80 to FY-83
 
Amount % Amount %
 

Grants 34.6 65.8 
 225.1 6.4
 
Concessionary loan 18.0 2,374.2
34.2 67.5
 
Non-Concessionary loans - - 917.7 26.1
 

TOTAL 52.6 100.0 3,517.0 100.0
 

TABLE 2
 
SOURCE OF EXTERNAL RESOURCES MOBILIZED (FY 80 -FY 83)
 

(Rs million)
 
Source FY80 FY81 FY82 FY83 FY80-FY83
 

Bilateral 244.7 254.3 
 177.0 339.9 1,015.9
 
Multilateral 501.4 318.8 232.8 530.7 1,583.7
 
Private 461.5 450.9 - 5.0 917.4 

TOTAL 1,207.6 1,024.0 409.8 875.6 3,517.0
 

Over a period of less than two decades, Mauritius has moved from a situation where
 
multilateral flows were almost nonexistent to one where they amount to more than
 
70% of total resources mobilized. This change is, of course, accounted for mainly

by the massive borrowings from the IMF, the World Bank and private international
 
sources. But it reflects also the relative stagnation of bilateral aid as a result
 
of economic difficulties encountered by traditional aid donors.
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The following quotation is a recent IMF description of the main 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 placing greater emphas:
 
on infrastructure directly linked to production and developing criteria for project
 
selection; to stimulate investment, production, and exports in manufacturing
 
industry; to develop policies and proposals to stimulate agricultural
 
diversification away from sugar and establish a Commission of Enquiry into the
 
sugar industry with the aim of developing policies 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
 
particular, studies on industrial incentives are currently being made, and measures
 
to reform inefficient parastatals have been formulated."*
 

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

"to reduce the high level of unemployment by encouraging 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 II 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 provide balance of payment and
 
budgetary support to the Government of Mauritius through a Commodity Import Program.
 

Foreign exchange will be provided to the GOM which will then make it available to
 
the private sector for the purchase of U.S. commodities. The private sector
 
firm(s) will pay for the imports in local currency, estimated at 32 million rupees,
 
and a special account will be established to monitor local funds. The rupees will
 
be drawn from the account for local development activities which have been mutually
 
agreed upon by, the GOM and USAID.
 

*IMF, "Mauritius - Recent Economic Developments," May 4, 1983, p. 18. 

** Ibid., p, 19. 
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A key objective in the use of the local currencies is to support and promote
 
private sector activities, both domestically and internationally. Specifically,
 
private sector development through the expansion of EPZ will be encouraged by the
 
development of a new industrial estate at Vacoas/Phoenix by DBM. The CIP financed
 
activity will include construction of 140,000 sq. ft. of industrial space for
 
leasing to new and expanding private firms. DBM, which presently owns and manages
 
two other estates, will be the developer for Vacoas/Phoenix. The GOM will loan GIP
 
funds of Rs. 32.0 million to the DBM to complete the site preparation and to
 
construct the buildings in the first phase. The total space that is planned for
 
the estate is 500,000 sq. ft. which will be added as the demand increases.
 

B. Implementation of 1982, 1983 and 1984 CIPs
 

.In FY 1982, Mauritius received its first Commodity Import Program Grant ($2.0
 
million) which was used to purchase US degummed edible oil by Mauritius Oil
 
Refineries (Moroil). The disbursement of the grant funds incorporated a spec..
letter of credit which permitted the GOM to draw down funds in 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 oil
 
was completed in a timely manner, required a minimum of AID or Embassy 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 0OM 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 the past two years, the special account has been
 
held at Citibank, Port Louis, the only American bank with an office in Mauritius.
 

The FY 1982 CIP planned local currency programs worth Rs. 20.0 million; however,
 
Rs. 24.0 million has been generated and disbursed. 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 original estimate. The surplus Rs. 2.6 million, plus an
 
additional Rs. 4.0 million allocation, has been used to improve the water supply
 
system in three other rural areas. The Development Bank of Mauritius, using Rs.
 
2.0 million from the CIP as seed money, 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 has helped 1,334 small entrepreneurs and
 
tradesmen with Rs. 19.0 million in loan funds. Finally, the irrigation authority
 
has received Rs. 19.0 million for a revolving fund to assist small scale
 
irrigators. To date, 260 small scale irrigation schemes have been assisted.
 

The special account for the FY 1983 CIP local currencies has been closed and
 
disbursement made to the implementing agencies for the following activities:
 

13
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1. Francois River Diversion 14,500,000
 

2. CWA Rural Water Programs
 
A. Caroline to Bramsthan Pipeiine
 
B. Bramsthan to Camp Ithier Pipeline 3,500,000
 

3. Investment and Trade Promotion 
 3,500,000
 

4. Tourism Promotion 4,000,000
 

28,000,000
 

The construction of the Francois River Diversion will be started in June/July with
 
-completion scheduled within a year. This diversion will send additional water intc
 
the Nicoliere system for irrigation in the dry Northern Plain area. The Caroline
 
to Bramsthan pipe is complete and an adequate supply of dependable potable water iE
 
being provided to the Bramsthan area. Completion of the next section of the pipe,
 
scheduled for November, will provide water to the whole region southeast of Camp

Ithier. Although the Mauritius Export Development and Investment Promotion
 
Authority (MEDIA) began operation in April of 1985, the Ministry of Industry has
 
utilized all of the funds for investment promotion seminars, brochures and
 
publications, advertisements and the establishment of a "one stop" foreign
 
investment office as well as other promotion activities.
 

The GOM expanded the budget of Mauritius Government Tourist Office(MGTO) from Rs
 
6.0 million in 1982-83 to Rs 15.0 million in FY 1983-84. Although it is difficult
 
to estimate the impact of the expanded promotion program on tourism, 1984 was a
 
record year for Mauritius with approximately 145,000 tourist arrivals, 15% above
 
the previous best year.
 

The 1983 CIP generated rupees were to finance the Souvenir Pilot Drip Irrigation
 
Project in the Northern Plains area. The bids were substantially above the
 
estimates, making the total cost of the project Rs 31.0 million, over 70% higher

than the original estimated cost of Rs 18.0 million. The economic feasibility of
 
the project is in question at the higher cost. The Irrigation Authority and the
 
supervisory engineer are doing additional reviews to determine alternative designs
 
and to recalculate economic feasibility. AID and the GOM decided to reallocate the
 
1983 CIP funds for immediate needs, but if the feasibility of the project is
 
proven, AID will consider usix.g future generations of local currencies to support
 
the project.
 

Approximately half of the'4.0 million FY 1984 CIP moneys have been utilized for
 
the purchase of edible oil. It is expected that by August. all funds will be
 
expended and approximately 60 million rupees will be deposited in the special
 
account at Citibank. The rupees will support:
 

7:4
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.1. Construction of Seven Rural Industrial Buildings Rs5O.Om.
 
2. Small Business and Industry Loan Fund'at the DBM Rs 5.0m.
 
3. Tourism Promotion 	 Rs 4 .0m.
 
4. 	Small Scale Self-Help Projects Rs l.Om.
 

TOTAL Rs60.Om.
 

The construction of all seven 	rural buildings is nearly complete; two have been
 
turned over to the industrial 	renters who are moving into the premise. Three
 
hundred fifty thousand square 	feet in total at the seven sites has been constructed
 
at an average cost of Rs 175/sq. ft (including infrastructure) which is below
 
original estimates. An important program objective was to build and rent
 
industrial space in high unemployment areas. Nearly all of the space has been
 
reserved and plans are progressing to build additional buildings at the more
 
-popular sites. At one job created per 50-75 sq. ft of industrial space, the local
 
currency financing of rural building will provide for 4500-7000 new jobs. From
 
just an idea a year ago in May 1984, today, the GOM has nearly completed a
 
successful rural industrial estate development program.
 

The Rs 5,0 million for the small scale business and industry will help expand two
 
highly successful loan programs at the DBM. The small scale business (SSB) program
 
was originally financed in part from FY 1982 CIP local cut renr'ies and has as its
 
objectives the support of service and trading firms as welL as providing working
 
capital for small industries. The small-scale industries (SSI) program was started
 
in the mid seventies and has financed primari.y carital investments in small
 
industry. From its inception 	in 1983 to date the SSB loan program has extended
 
1334 loans for Rs 19.0 million. The SSI program has extended 4166 loans worth Rs
 
48.7 million from 1974 through 1984. Arrearages are less than 10%. Annex I
 
presents a break-down of the loans of the two programs by client type.
 

The local currency for tourism promotion will help the GOM expand its support for
 
the MGTO from Rs 15.0 million (FY 1984-85) to a planned level of Rs 22.0 million in
 
1985-86. The provision of this money has been used as an incentive to the GOM and
 
MGTO to plan and coordinate government tourism promotion expenditures with Air
 
Mauritius.
 

Finally the plan is to use Rs 1,000,000 for projects submitted to the Ambassadors
 
Self-Help Fund Committee but are not financed because of a shortage of money. The
 
fund (72,000 in FY 1985) has been 2-3 times oversubscribed with projects which the
 
Committee has judged worthy of assistance. Local currency type projects will be
 
financed with the money.
 

C. Commodity Import Component
 

1. Import Market Analysis
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Trade between Mauritius and the U.S., although growing, is still relatively small. 
The increase in trade, however, is mainly in favor of Mauritius whose exports to 
the U.S. were up from Rs 366 million ($31 million) in 1983 to Rs 642 million (4.5 
million) in 1984, representing a 75% increase. On the other hand, Mauritian 
imports from the U.S. have stagnated over the last two years: Rs 151 million ($12.9 
million) in 1983 and Rs 154 million ($11.2 million) in 1984, Imports from the U.S. 
represented only 2.4% of total Mauritian imports in 1984. U.S. exports to 
Mauritius are hindered by a number of factors: (a) the great distance between the 
two countries (10,000 miles) and the resulting high shipring costs; (b) 
long-established economic and commercial ties between Mauritius and Europe, 
particularly England and France, as a result of Mauritius' colonial past; (c) the 
rise of the U.S. dollar; and (d) the small size of the Mauritian market and the 
fact that Mauritius remains unknown to American bu. -.vss. 

It is significant to note, however, that an estimated 40% of total U.S. imports do
 

not come directly from the United States, but are shipped from U.S. affiliated
 
companies or from representatives in Europe and South Africa. This indirect trade
 
pattern is attributable to the small volume of trade and the great distance
 
separating the countries. The recent opening in March 1985 of a direct shipping
 
service between Mauritius and the U.S. might, however, increase the volume of goads
 
that are shipped directly from the U.S. and, eventually, the volume of imports frou
 
the U.S.
 

b) Composition of Import Market
 

The largest category of imports from the United States in 1982 was animal and
 

vegetable oils, which accounted for near'y 35% of all imports. It consisted
 
primarily of crude soybean oil which is refined locally into cooking oil, with the
 
by-products utilized for the soap industry. The FY 1983 CIP acco ted for
 
approximately half of the imports.
 

The second largest category was food (17%), including mainly rice, milk/cream and
 
almonds. Most of the milk came in under the World Food Program. Food has dropped
 
down from the first to the second largest category for the first time in 1984,
 
mainly because there was no PL 480 Title I Program for Mauritius that year.
 
Miscellaneous manufactures goods (13%) and machinery and transport equipment
 
(12.8%) were the third and fourth largest categories, respectively. These included
 
machinery and equipment, construction machinery, motor vehicle parts, computers,
 
liquid and air pumps and compressors, machine tools, food processing machinery,
 
printing machinery and supplies, agricultural machinery and irrigation equipment,
 
air conditioners and steam engines.
 

The private sector is the largest user of U.S. imported materials and equipment.
 
But there is also a strong demand for vegetable oil which is used by all households
 
in everyday cooking. Mauritius has the highest per capita consumption of edible
 
oil in the world. The sugar industry, the backbone of the agricultural sector azzd,
 
hence, of the entire economy, is the major client for fertilizer and crop-related
 

imports and for agricultural machinery and equipment. Based on the above, U.S.
 
goods are reasonably assured of a stable market in Mauritius.
 

ltD
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c) Absorptive Capacity
 

The major import items from the US fall under the essential goods category - basic
 
food, capital goods, raw materials for industry, and, agricultural inputs - and
 
are, therefore, given priority in the foreign exchange allocations. There is no
 
doubt that the proposed CIP, by bringing i1 additional hard foreign exchange, will
 
help to sustain imports from the U.S. Based on the past records of regular
 
importers of U.S. goods and purchase plans for the coming year, Mauritian capacity
 
to absorb the full amount of the proposed program is assured. For example,
 
Mauritius Oil Refineries Ltd, alone, imports an average of 18,000 tons of crude
 
soybean oil annual. Provided U.S. prices are competitive, the company's entire
 
soybean oil requirement can be imported from the U.S. This represents
 
approximately five times the amount of the CIP Grant proposed.
 

TABLE 3
 

IMPORTS FROM THE UNITED STATES
 
(CIF Value in Million Rupees)
 

1980 1981 i982 1983 1984
 

Food and Live Animals 49.3 85.6 100.3 62.3 25.5
 
Beverages and Tobacco 9.2 9.3 5.2 6.3 5.4
 
Crude Materials (inedible,


except fuel) 
 2.6+ 2.3 2.1 1.7 2.3
 
Mineral Fuels, Lubricants etc 0.6 0.8 1.1 0.8 0.4
 
Animal and Vegetable Oils 33.13 67.0 65.0 29.8 53.6
 
Chemicals 28.3 50.6 42.8 12.6 14.9
 
Manufactured Goods 12.4 11.3 16.4 12.1 12.1
 
Machinery and Transport
 
Equipment 59.8 29.9 22.6 14.0 19.7
 

Miscellaneous Manufactured
 

Goods 18.5 9.0 9.2 11.0 20.0
 
Other Commodities, 0.1 0.01 0.3 0.1 0.1
 

214.1 265.8 265.0 151.2 154.1
 

NOTE: Annual Average Exchange Rate
 
1980: I = Rs. 7.7
 
1981: 11 = Rs. 9.1
 
1982: 1 = Rs.10.9
 
1983: 11 = Rs.ll.7
 
1984: I = Rs.13.8
 

2. Commodity 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. As
 
in the past programs, the options of importing commodities from the U.S. other
 
than edible oil were examined. While a variety of commercial imports including
 
irrigation equipment, agricultural equipment, machinery spare parts, fertilizer,
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agricultural chemicals remain eligible items for importation, the design team and 
the Embassy recommend the purchase of degummed edible oil. The rationale for
 
again using the foreign exchange to purchase edible oil is as follows:
 

a) 	 Given the limited staff available to implement and monitor the grant, the 
purchase of oil is most attractive because it places the minimum 
administrative and logistic burden on the Embassy and REDSO/ESA. Only 
one or two consignments will be required to utilize fully the t2.0 
million.
 

b) 	 Because of the high demand for edible oil and the efficiency and
 
financial strengths of the Mauritius Oil Refineries Ltd., local currency 
repayments will be made immediately upon shipment of oil and presentation 
of shipping documents. The local currency is expected to be generated by 
a 3000 tons (M2,000,000 at W66/ton cost estimate) purchase in September 
and shipped in November or December. Shipping of the oil will be
 

financed by the refinery itself.
 

c) Mauritius Oil Refineries now has experience with AID Regulation One's 
procurement procedures and the company will be able to conduct the 
transaction with little additional burdea to its usual purchase 
opera tions. 

d) 	 There is a strong ongoing demand for edible oil from the U.S.; Mauritius 
Oil Refineries imports an average of t5-7 million worth of vegetable oil 
from the U.S. annually. 

e) 	 Refining the crude oil in Mauritius provides domestic value added, thus 
generating local employment and increasing benefit to the economy. 

D. 	 t.e of Local COrrencies
 

HDROIL will pay approximately Rs 32.0 million, the equivalent of 2.0 million, 
into the special interest bearing account held by the GOM at Citibank, Port 
Louis. The local currency generated under the CIP will be used by the COM to 
support activities mutually agreed upon by the GOM and AID. This year all of the 
local currency is expected to be used for the cons truct ion of industrial buildings 
as part of Phase I of the Vacoas-Phoenix Industrial Estates Development Project of 
the DBM. 

The Vacoas-Phoenix Industrial Estate, so named because it i3 located close to two 
towns - Vacoas and Phoenix - is located in the transportation corridor between the 
capital city, Port Louis, and Plaisance Airport. This is an excellent location 
for an industrial estate because it will have good access to both the port and the 
airpor t. 
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The Vacoas-Phoenix Industrial Estate will be a major industrial estate built to
 
provide space for the Export Processing Zones. The main objectives of the EPZ
 
program are: (l)to expand and diversify the economy; (2) to lessen Mauritius'
 
dependence on its monoculture, sugar; and (3) to create employment. To attract
 
industries, GOM created Export Processing Zones pursuant to legislation passed in
 
1970. This was accompanieu by a series of legislative and regulatory measures
 
providing for Export Enterprises and Development Certificates. Under this schemd a
 
number of incentives and facilities are available to industries including, inter
 
alia, exemption of import duties and excises on the importation of machinery and
 
raw materials, tax holidays, free repatriation of capital, preferential electric
 
power rates, and the availbility of factory buildings for rent within serviced
 
industrial estates.
 

.Under the FY 1984 CIP, local currencies were devoted to the construction of seven
 
mini-industrial estates. They provide the basic infrastructure by way of
 
well-designed buildings with adequate floor space, access 
roads and utilities that
 
small and medium sized plants require to set up operations rapidly.
 

GOM's export platform program has been extremely effective having created nearly
 
50,000 jobs. EPZ exports grew from less than 4% of total exports in 1971 
to 44% in
 
1984 with a corresponding drop in Mauritius' dependence on sugar exports which were
 
reduced from 87% of exports to about 50% during that period. Thus, the program has
 
gone a long way towards diversifying the Mauritian economy, creating new employment

and upgrading the skills of many workers. Indeed, some 70% of Mauritians employed
 
in industry work at EPZs and this represents 33% of all Maurlt aLs engaged in
 
productive activities (agriculture, mining, manufacturing, power generation and
 
construction). The EPZ subsector has been and is the main engine of growth of the
 
Mauritian economy and now accounts f~r 7% of GDP.
 

Not only has the EPZ program made effective use of Mauritius' best natural
 
resource, an abundant, relatively well-educated labor force, but it has been
 
accomplisheid at a relatively low investment cost of $2,500 per job. Moreover, for
 
every job created in EPZs, it is estimated that this has generated at least one
 
additional. job in other sectors of the Mauritian economy.
 

The IBRD stated at the most recent Consultative Group Meeting (Paris - May 1985)
 
that export oriented manufacturing offers the strongest potential to foster
 
economic growth and to add to foreign exchange earnings and called for the
 
intensification of the EPZ program. Projection show that there is scope for
 
expanding the program and an estimated 10,000-12,000 new job openings are expected
 
to be created in EPZs in 1985. Further expansion can be expected particularly as
 
Mauritius improves its policy framework.
 

The Vacoas-Phoenix Industrial Estate will cover 25 acres and in its final stage

include industrial buildings with 500,000 sq. ft of floor space. In the first
 
phase, 160,000 sq. ft. will be constructed.
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The Development Bank of Mauritius, which pioneered the development of industrial
 
estates in Mauritius, starting with the Plaine Lauzun Estate in 1968 and
 
subsequently the Coromandel Estate (financed by the IBRD), is responsible for the
 
development of the Vacoas-Phoenix Estate. However, the GOM plans to turn the
 
facility and management of it over to a newly created organization set up by GOM,
 
the Mauritius Export Development and Investment Aathority (MEDIA), as soon as the
 
construction phase is completed. In fact, MEDIA will eventually take
 
responsibility for all the industrial estates put up by the DBM, including those
 
built in the 1970's by DBM with IBRD assistance.
 

Although demand for industrial space in the EPZs was somewhat slack during 1982/3,
 
it has picked up since then. DBM reports that even prior to completion of
 

construction, 80,000 sq. ft, of floor space in the Vacoas-Phoenix Estate has been
 
-reserved by various industries and strong interest has been shown in the remainder
 
of the space by others.
 

Renting floor space at 21 rupees per sq. ft, the DBM calculates that it will have a
 
gross return of somewhat over 10% on its investment in the Vacoas-Phoenix Estate
 

estimated to cost about 37.5 million rupees for the first phase of construction.
 
The net rate of return after deduction of expenses and amortization is estimated by
 
DBM to be about 5 to 6%. Experience by DBM, with the Coromandel Estate financed by
 

an IBRD loan, shows that it earns enough money to pay back the concessional
 
constiaction loan provided by the IBRD. The GOM will loan the local currency to
 
the DBM at a concessional rate that engenders a 5-6% return. The investment in the
 
estate will at least break even financially and may possibly bring a return. More
 
important, despite possible low financial returns, the project will bring high
 

economic returns to the country as a whole. Based on past experience with other
 
estates, the Vacoas-Phoenix Estate will provide on the order of 2,000 to 3,200 new
 
jobs in its first phase of 160,000 sq. ft. and the completed projact of 500,000 sq.
 
ft will provide an estimated 7,500 to 10,000 new jobs. When the multiplier effect
 
of each new EPZ job resulting in another new job in other sectors is added to this,
 
the positive impact on the economy of Mauritius of this project will be quite
 
significant.
 

Construction of the first 4 industrial buildings of about 40,000 sq. ft. each at
 
Vacoas-Phoenix has already started. The first building i& expected to be completed
 
by August 1985 with the remaining buildings completed at two months intervals
 
thereafter. Based on 4 cost estimate of 37.5 million rupees, this project will
 
absorb all of the estiwated 32 million rupees that this FY 85 CIP is expected to
 
generate. The additional funds for the project will be provided by DBM.
 

V. PROGRAM IMPLEMENTATION
 

A. Implementation Responsibilities
 

1. Government of Mauritius
 

Primary responsibility for implementation of the US dollar aspects of the program,
 
including reporting requirements, will rest with the Ministry of Fiaance. The Bank
 
of Mauritius will act as a clearing house to approve applications for foreign
 
exchange while import licenses will be issued by the Ministry of Trade and Shipping.
 

30 
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A special account, opened in favor of -the Ministry of Finance, will be established
 

in the Port Louis branch of Citibank. The funds in this account will be monitored
 

by the Ministry of Finance in consultation with the Ministry of Economic Planning
 

and Development. Disbursements 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 last CIP and
 

no serious problems with them have arisen.
 

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 officers will be James Dempsey, Project
 

Development Officer and Lyn Dunn, Commodity Management Officer.
 

3. Mauritius Oil Refineries
 

The Mauritius Oil Refineries will tender bids for the purchase 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. The Mauritius Oil Refineries will pay into the special
 

account the rupee equivalent of the value of payment documents 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 documents have been presented.
 

B. Applicable AID Regulations and Procedures
 

1. AID Regulation 1
 

AID's standard financing procedures, applying the AID Regulation I 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 burden on
 
as
the system. During the previous CIP, AID Regulation One procedures were seen 


compatible with existing commercial procedures.
 

2. Eligible Commodities and Related Services
 

While all items listed in the AID Commodity Eligibility Listing - 1983 Edition will
 

be eligible for financing under the Grant, it is anticipated that the initial
 

Commodity Procurement Instruction will limit eligible items to those included in
 

Schedule I (Animal and Vegetable Products). Transportation and marine insurance
 

will also be eligible for financing. We expect that the entire $2 million will be
 

used to finance the procurement of degummed edible oil.
 

3. Authorized Source of Procurement
 

forth in AID Handbook 1, Supplement B, for
In accordance with the policy set 


Economic Support Fund Grants, the authorized source of procurement for commodities
 

and services will be AID Geographic Code 000 (U.S. only).
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4. Non-Availability of US. Shipping 

Because no U.S.-registered vessels call on Port Louis and freight charges for 
special routings are excessive, a determination of non-availability of U.S. flag 
carriers will be requested to exclude shipments under the grant from 50-50 cargo
preference requirements. The determination of non-availability will be requested 
from AID/W, as done in previous years. 

5. Value of Transactions 

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 or two transactions are expected. Should 
there be any change in this plan, however, the procurement procedures to be 
followed will be subject to further negotiation. It is proposed that AID review 
all transactions which exceed 20% of the value of the Grant. 

6. Mathods of Financing 

AID will open a Bank Letter of (bmmitment through Citibank, N.Y. with Mauritius Oil 
Refineries as the approved applicant. Although Mauritius Oil Refineries, normally 
makes payment by direct wire transfers, it will use a Bank Letter of QCedit for the 
CIP procurement. LS 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 
marginally more than for a wire transfer. If purchases other than oil are made, 
bank letters of credit from Citibank are expected to be used. 

7. Disbursement Period
 

Based on previous experience, we do noc anticipate any significant delay in the 
timely disbursement of funds under this program. The of the Letter of Qkedit is 
expected to result in a rapid draw-down of AID funds; a period of 12 months is 
provided for this action. (bmplete disbursement of AID funds is expected within 18 
months from the effective date of the agreement. Ltilization of all local currency 
generations is anticipated within a two year period. 

C. Government of Mauritius Import Procedures 

Import liberalization was one of the main measures recommended by the IMF under its 
fourth standby arrangement with Mauritius. At the end of 1984, GOMhas completely 
elimina ted all quan ti ta tive res tr ic tion on impor ts. 

Eder current Go-. 2rnment regulations, before an impor ter can place an order, he 
must have an import license and an import permit, as well as pay a levy of 13.2% of
 
the CIF value of the goods to be imported. In addition, once the above 

requirements have been complied, the participating commercial bank must obtain 
prior approval from the Bank of Mauritius (central bank) before foreign exchange 
can be released. Firms in the Export Processing Zone, however, are exempted from 
all import duties. 
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All these functions are being carried out under established procedures and in a
 
relatively timely manner. 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. Grant
 
funds will not be used, however, to pay the levy, nor for any other identifiable
 
taxes, tariffs, duties or other levies imposed by the GOM, and the Grant Agreement
 
will contain the standard provision prohibiting such use of AID funds.
 

D. Port Clearance - Status of Port
 

All Mauritian importers use Port Louis as the port of entry. It is the only port
 
which provides facilities and services to shipping. The port has 672 meters of
 
aligned deep water quays with depths ranging from 5.5 meters to 11 meters for both
 
.containerized and conventional ships up to 195 meters in length. This includes 6
 
deep-water berths, 3 quays for lighterage operations, and 9 buoy berths for small
 
vessels. There are also bulk handling facilities for sugar, petroleum products,
 
fertilizer, vegetable oil and cement. Moreover, there is a container terminal
 
which consists of a container park and a yard gantry crane for container
 
operations. The constructior of a fishing port, comprising one deep-water quay of
 
160 meters and associated infrastructure, was completed in March 1985. In December
 
1984, the GOM issued an international prequalification notice to prospective
 
tenders for the implementation of a flour mill and grain complex in the harbor of
 
Port Louis. This project will include, inter alia, the construction of a quay and
 
the installation of equipment for unloading rice in bags and wheat in bulk.
 
Regarding future port development, a Port Master Plan has been prepared to assess
 
the potential for port improvement and to cater for port traffic up to the year
 
2000.
 

The total area of covered space currently available for storage purposes is
 
approximately 425,000 sq. ft. In addition, the container park is capable of
 
accommodating up to 22,800 standard container units (with 3 high stacking)
 

The number of ships entering Port Louis harbor every year has fluctuated around
 
1,100 while the net registered tonnage available on ships has been approximately
 
2.0 million tons. The volume of imports and exports handled by 1984 at the harbor
 
were 0 95 million tons and 0.72 million tons, respectively. In recent years there
 
has been a growing demand for shipment in containers. In 1984, a total of 26,927
 
containers was handled at the port.
 

Waiting time for containerized ce.rgo ships and bulk cargo vessels have been reduced
 
to nil. Maximum waiting time for unitized cargo vessels amounts to 10 hours. Some
 
increase has been registered in port productivity. Unitized cargo vessels are
 
being loaded/unloaded at a rate of 20-30 tons per gang hour, while containers are
 
being loaded/discharged at a rate of 4 to 5 units per gang hour. Both are
 
acceptable rates. Once oft-loaded, commodities are readily hauled to destinations.
 

E. Commodity Arrival and Disposition
 

No delays are foreseen with regard to the handling, discharge and clearance of the
 
bulk coamodity to be financed under the program. The Customs and Excises Office
 
has an established system for monitoring the arrival of goods in country for which
 
import permits are issued. Import permits must be presented to Customs officials,
 
who note receipt of goods as well as any discrepancies. The investigative brancii
 
of the Office follows up on any irregularities.
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It is anticipated that the importer of the AID financed goods will promptly clear
 

the items from Customs, satisfying the standard requirements of AID, and sell or
 

utilize the goods within one year after they arrive in Mauritius.
 

F. 	Implementation Schedule
 

1. Grant Agreement signed..'. ................ .. 	 Early June, 1985
 

2. CPs Satisfied.................................... 	15 July, 1985
 

3. Letter of Credit issued by Citibank.............. 	September, 1985
 

4. Importer(s) commences procurement action......... 	September, 1985
 

5. 	First shipment from USNov -Dec.,1985
 

6. 	Terminal date for requesting disbursing
 
30 June, 1986
authorizations 	 ... 

7. Grant is fully disbursed......................... 	31 December, 1.98
 

8. 	Local currency generations fully
 
disbursed...... June,'1987
 

G. 	Program Monitoring
 

AID will monitor the progress of both elements of the program -- draw-downs on the 

CIP and progress on the use of lccal currency generations -- through financial 

reports containing the following information: 

1. 	CIP
 

a) Report of letter(s) of credit opened
 

b) Report on disbursements
 

2. 	Local Currency Generations:
 

a) 	 Quarterly and cumulative disburse ofFinance from the
 
Special Account;
 

b) 	 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
 

c) 	 A general description of activities, goods, services, structures and/or
 

facilities, etc, financed during the quarter.
 

d) 	 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 quarterly reports ot repayments act tally made.
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AID will retain the right to audit and inspect activities, including the local
 
currency program, financed under the CIP.
 

VI. OTHER CONSIDERATIONS
 

A. Impact on US Balance of Payments
 

The short-run impact of this program on the US balance ofpaymuentsposition will, be
 
minimal, since the commodity that will be procured (edible oil)0is already.
 
generally imported from the US.
 

B. Use of US Government Excess Property,
 

-Given the nature of the program, use of USG excess property is not appropriate.
 

C. Relation to Export-Import Bank Credits
 

The commodity import program as developed does not, nor is it expected to, compete,
 
with Export-Import Bank credits.
 

D. Relation to OPIC Program
 

The OPIC program is not active -n Mauritius, with the exception of its insuranc,
 
coverage of Citibank Port Louis against inconvertability, expropriation and war
 
Furthermore, this CIP is highly unlikely to result in any conflict with this
 
program in the future.
 

E. Environmental Statement
 

A categorical exclusion determination is attached as Annex E.
 

VII. NEGOTIATING STATUS
 

Substantive agreement has been reached on all aspects of the program, including
 
agreement on the commodity to be imported, edible oil, and the proposed uses of
 
local currency generations.
 

Program negotiations have been extremely productive and cordial. GOM officials in
 

both the Ministry of Finance and the Ministry of Economic Planning and Development
 
have been forthcoming and cooperative in discussing the implementation of local
 
currency-financed activities under the FY 1983 and 1984 CIP's, and in presenting
 
and reviehing options for the use of local currency generations under this
 
program. In addition, useful visits have been made to the Development Bank which
 
will develop the Vacoas Phoenix Industrial Estate. Furthermore, a meeting was held
 
with Moroil for the purpose of reaching an understanding on all import-related
 
procedures. 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.
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STATEPS, S! NT TO I' ,BASSY BY 3 GOM MI."ISIRY OF -

E0CCOMIC PLANING .-,,D ) OPHIiNT IN CONI'1'ECTION WITH -- I- -, 
57h. TIRIPD. CCNS0JTTI ,_TGROUP M",I, 0N MALI1!iTIUS, TOO
'?Y. 1ELD IN P;,RIS F RON I1AY 13-15, TH' .. 1D}]-'HIFOI -. 

.... C TO CMNSULi . I<NC., OUTLI. I 1 ... .O ThE, 
T111: STIRU T T ,AS H'sURIUN'.,.,,T,.-.._._JU,.T?1. ,-'.SUR-.S 

: I5T,iC S INCZ~ r r,.')) T r .MJ T',' V ','I, I A 1% T .1' , r! , " 
TAK1N ~ N1.?9 A T 10AioNA L I .1.CIL XN~I 

1IONS FIRST S11''1 P TEIP!. Hp *AROVMN~~J H 
IH"ECO,"O;MY. DI "Y'ICULT MASURI. S ADOP"," 'D TrY GO,- I NCL 11 T.- ,


SUCaC""SSI... D..V.LUATIONS OF I -,,,9 22, PERC. I T; REDUC- .
 
"U,z,±R. L-,TC ITS 14 FR.,r. R.,NT OF GLP 1l !9/891

TO 6 PER-.:",T IN 19S3/?4; hEDUCED MPRASIS ON TRAIM,IONAL

-MPIY~2, T S e.G., T,- STRV'C,)O.,N TORS SUG.RAND .iV!L 
TO X.AD .XPORT INPUSTRI_.S; _,D-'ELTMINATIO OF , - { T - - _A D .A IOUS P..O:.CT¢O.,isT ?' L..T ON . TILL, MA.E_,IU S 

FACES A DIFFICULT SORT-TERM FUTURH: THE D"BT SI !VICE' 
RATIO HAS RISEN TO 29 PERCENT, AND MAURITIUS NEE,
 
AOUT $100 "IILLION OVER THE NLXT TVO YEARS "TO ME.T ITS
 
FINANCING GAP. 


,. 

2. IN PETI-C. RIE Z-ENCE TO THE UNITEDST T. US-TF 
DOM YXP ESR S TPP FOGR THE Di.ECTUADl 1F N HEXPANDING 
ND INDI.CT ASSIStANCE IN TH FORM OF PL 480 FLOWSESF/CIDP ASSISTANCE, _k HOUSING LOAN c-UARANTE.. NUMIEEOU S SMALL 
IKO&ATIS IN TILY PLTANNING AND TRAININ,FO A'SISTANCE TO MULTI-

LATER-L PGENCIYS ACTA-E IN MAURITIUS, TRADY.rL7 TSR!F1EE 
JN~Gsp, ANDf;TEE HiIq PPIC7.: M.ATJFITIUS RW.CEIVES FOR-- ITS SUCAR 

EXPORTS. IN Te-RM. C1 NEW ASSISTJ%4CE, T-HT. GUM REQUESTS 
E'OU[R IT~fiS: (A ~ADTOAL G-RANT OF 12 M"LLION 
PER YEAR UND7R TEE ESF PhOGRAM, A30VE TEE EXISTIN-3 ANNUAL 
.'001iITENTr OF $2 MILLION; (3) FLEXIBILITY I:'! THE IMPL.
1IqNTATION OF TEE PL 460 TITLE T PFUGRAMI TO ALL01V It-PORTpa
tION OF VY'G£T.--2L. OTT- hR, AS A:.'ALTERNATIVE, RICE/HEAT 

ZMG UNCLASS IFIED PRT LOUIl!I .. £60i-,33/v 
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FLOUT WITh TEE USE OF C NTER,ART FU! DS TO SUBSID 
DOj...TC P •-,!S; (C) !NC SICON CF MrAUITIUS. IN TY-
FUND I'OR ECONOMIC POLICY.TRT0R!O- FOR AFYRICA TO SUPPORT 
ITS RATIONAL AND CONSCIENTIOUS POLICIES TOR STRUCTFIRAL. 
ADJUSTM'Nr, AND PROVISION OF ASSISTANCE UNDEl, THIS 
•PPOC-EA' 	IN THi FORM OF DIREC ;' BALANCE OF PAYMENTS 

SUPPORT IBLTIilR T.AN ?ROJECT FINANCING; AND (I)) ADDITIONAL 
DIR}fT TALANC OF PAYMENTS SUPPORT TOTALING $1 MILLION 
P3P YEAR. IND SUMMARY. 

3. AS PART OF TflE PACKAGE OF DOCUMENTS SENT TO BACH 
CURRENT OR POTFNTIAL AID DONOR IN ANTICIPATION CF TE- PARIS 
CONSULTATIVE tMi.}iTINC, T.RE GOM HAS SENT ANl AID-MYMOIRE 
OUTLINING WH.IT IT IS RQUSTIG FROM TA" DONOR. TE AIDE-
MIEVOIRE SENT TO US INCLUDES A SYCTION ONMAURITIUS 
STRUCTURAL A1JUSTM!.: .T PROGRAM UNDERTAIN IN COO-"DINA-
TION 1.ITH THE ITkF AND WORLD TANK. THIS 'SECTION SUM
"AR1 *-S THE }:}]PORT, MAURITIUS: A PROGFRMME OF 
STRUCTURAL ADJUZTM2NT," COPIES OF WHICH SHOUTD HAVE 

EN REC.,IVED ALREADY BY '.4ASIINGTON AGENCIES AND. EAVE 
ARE NOT REPEATING
 

THIS SECTION INJ THIS CABLE. THE SPECIFIC R-FERENCES
 
TO TilEH UNITE"D STATES ARE PRESENTED IN PAEAGRP. Q-

THROUGH 22 BFLOW. THIS SECTION V:;AS DRAFTED By THE
 
GOM AFTER, DISCUSSION WI4TH -M-OFFS.
 

;EFN, FOUCHED TO REDSO/ESA; THUS, ! RE 


4. QUOTE: MAUIRITIUS AND THE USA HAVE ALIAYS DYSIEED A 
ENDPAOURED TO FYINFORCE TF.EIR FRIENDLY IR.FI.ATjONS. 
THE USA IS AN IT.hPORTAT TRADY PARTNR 0' MAO.ITIUS 
:ND IT F.AS BER1EOYFICIALLY ASSISTING Mt!UHITIUS IN ITS 
7CONOMIC AND SOCIAL DlVELOFMfNT PROGRA .kMM: "OH Ov . 

-	 .}2I'TIFT.N YEARS. THE GOV IRWENT OF MAURITIUS APPREICIATES THE 
ASSISTANCE Tih!T THI. G0VERN,"lEjT OF THE USA HAS PL 
UND}R ITS VAtRIOUS AID SCIFMES. IN THE EARLY 19?'S 
IT PROVIDED FOOD AID UNDER PL 480 TITLE 11 AND THIS 
WAS USED AS PART PAYMFNT TO DNVELOPMYNT IOR A ERS. THIS 
WAS DISCONTINUED IN THE MID--1970'S ANID R7PLACED BE, 
TITLL I .SSISTANCE. CREDIT •FACILI 12IFS UNDEP THI:. SCEIMlE, 
WHICH WERE *2.S MILLION IN 1979- AND 19c0, W1RE. I ;CiASED 
TO $3.E MILLION ROM 1981. TITLE I CHEDIT HAS ,'EfN 
USXD -FOR T-E PURCHSE OF RICE ANDT-.TUR,:oFROMAO TE7 USAUSID~~~~ FLOUR 
IN MAY 1982 THE US GOVERNMENT MADE A SPECIAL: DO':A.TION 
OF RICE WORTH RS. 17 MILLION IET OF HANDLING AN OTHER 
CHARGS. 

5. FROM 19S2, THE US GOVERN.MENT HAS BEEN ha,. 
AVAILABLE A GRANT OF $2 MILLION UNDER THE COM'iODITY 
IMPORT PROGRAMME (CIP). IN i984-, 'CIP GRANT H\iS BEEN 
EXCEPTIONALLY INCREASED TO $4 MILLION. IT R' 'S BEEN 
GOVERNMENT 'S OBJECTIVE TO US_ FOOD AID AND ITS SALE 
PROCE7DS TO FINANCE RIORITY PROJECTS IN 'Hi PUBLIC 
SECTOR. THE CCUNTERPART.FUNDS HAVE THUS '.;ONSTITUTED 
A VALUABLE SOURCF OP FINANCE TO SUPPORT.INVESTMENTS 
-TN PRODUCTIVZ SEUTOLO3, ESPECIALLY AGRICULTURE. 

6. IN ADDITION TO-TEX ABOVE MAJOR AID SCHEMES, TEE
 
nUS GOVERNMENT PROVIDE1S ASSIST.NCE TO ih1i"PTT n 'P 



s, ?:-NO'VI-'" :~rJ1. 'T .
 
I NCLUDE IP1M] LY PLANNI N21 SEL'-HFL ' , "'] I SA STEZ A:SSI SIcUri
 
AN 19 ASS I ,J. u• Ui s 

.A1*R1r'AN I i P'A'G , F ti . ",1, .,,'Tt T F, MANCwrIiDP 0 MfP 0 F.-At AFR I CAN 

DiV"LOP,,,T P,RO"'2 -RRI UT S, hUTAN R IGLTr-

FUND AND INT RNArIONAL VISITOR'S P]OGRAMr1') IS "VALU
 
AT $1 .32 MILLION YOE- EACH YEA4V.
 

IT IS ALSO 'ORTi MENTIONING TEAT US ASSISTANCEASSISTANCE IIS,% TETUMUCH.MOR,.. CONS!I, AiBLF IF ITS INDIRECT ASSISTANCE 

TERCOUG11 !'ULTILAT'.' L GENCIlES , NC N-GOVERNM.iNTAL OI*GAI-

S-'ATINS ;N TRA4)1K PREFIERNC-S IS rTARN INTO ACCOU!NT.
 

'
THE CCVFi:,N l T .CF MAURITIUS IS A'AFE 0.' 111F LEADlI.G 
ROL- PLAYED 1Y Tflli US IN U' .. GNCIL.S AND ITS CONTR!IBUTiON 
TO THE RIUN'NNING OF. TEi SE AGEV..I _ES. FOR ITS .,;XPORT OF 
SUGAR (2?,4 I. T0 'S) KANUACTURED GOODS TO USA-".'ll AND THE 

UNDYR PREFEDtrENTIAL PRICE AND TARIFF SYSTEMS, MAURITIUS
 
is 3.TT7R OFF -Y AN ESTIMATED $8 MILLION TIAN IT WOULD
 
IIAVEX 1'1!4 OT lR' 1 ;Isy*.
 

S. o--7:1VER, THEE GOVERNMENT OF MAURITIUS WAS UNABLE TO
 
ACCEPT IFE US OFFER OF THE CR'.EDIT O . MILLION IN
 
1964- UN"0fi'? PL 48( I. -- MAIN REASON WAS BEE1N
 

[J.RY EIGH.7R PFICH* OF US RICH AS CO!lPARED 1O PRICEF'OFTAINIZD 
FROM TRADITTONAL SUPPLI-iS. TnL RICE ACQUIRED UNDE.R TITLY_ 
I IS SOLD AS RATION RICE; TEAT IS, AT A SUBSIDISED RATE.. 
Ti.I TAEL :ELOt S11OWS T12' AMUNT 0i SURS TlY T " .PH 
CASES: 

TABLE 

US RICF RIC FROM TRADITONATS .SOURCES
 
(US PER .METRIC'TON) IN 198_
 

(I) FOB 282
 
(II) 'CIF 362 208 

(III) }!ANDLING AND 35 .35.
 
- OTHER CHARGES
 

(IV) TOTAL COST 397 243
 
- (Il III) 

(V) PROCEEDS FROM 210 210 
- SAlE 

(VI) SUESIDY .18? 73 

GOVERNMENT'S POLICY IS TO RE-UCE AND ULTIMATELY
 
ELIMINATE FOOD SUBSIDIES IN CEE CONTEXT OF ITS POLICY
 
TO STREAMLINE THE EUDGETARY SITUATION. TH7 TERMS AND
 
CONDITION OF THE mITLE I FEQUIEED GOVERN;'MET' TO DLPOSIT"
 
IN TEE SPECIAL ACCOTJNT THE FULL VALGE OF THEL RICE TO
 
RE IMPORTED UNDER TEF CREDIT MADE A.VAILABLF.. TEE
 
IMMEDIATE IMPACT. ON THE BUDGET OF THIS CONDITION WOUILD
 
HAVE BEEN TWC-FOLD. FIRST, TH- SALE OF THE US RICE AT
 
THE CURRENTLY SUBSIDISED RATE WOULD HAVE ABSORBED A
 
LARGER PROPORTION OF SUBSIDY PER TON THAN TEE RICE
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$I_7 FOR THE US h-iCEFROCr TPADITIONAL SOURCES;"T 17AT.IS, 

COmPl.-,ED TO S33 TOR RICI; FROM TAP D-LST. SECONDLI, A
 
BIG1 _l, AMCUNT '"'YAN q'h ACTUAL SALT PROCE'DS '?NF ATED
 
}!,fD TO BE DEPOSITED IN THE SPECIAL ACCOUNT.. THUS Ti,-


EAVL BEENCONCYToSISONARY .,'LEMEN'T OF TEE CREDIT WOULD 
RAiEDUCj.D CONSIP RAP.LY. 

9. THF C3-VERNMi*iT O' MUR ITIUS EXPLORED WITH THE USAID 
THi POSSIBILITY CF SETTING UP A PRICE PARITY SCEKE
 
WHER~ilY ?AR'? OF THE LOCAL SALE PROCEF.DS WOULD HAVE
 
BlIl USED TO CO0 PIlNSATE FOR T}14 HIGHER COST OF TH
 
US PICI: OVER T.BT OY TIFE !ORMAL COST IF IMJEE MfIPEKT
 
FOPCTS P.' ALLOWYD TO PLhY. IN YFFECT, ThY OPERfATION
 
OF T}IS SCE}MI "1OUL* ALLO'.1 TEE GOVErNMINT OF MAURITIUS
 

SPECIAL ACCOUNT AN AMOUNT ])YTI.RMINEDTO DTPOSIT IN THH 3 

BY TH P.CE OB.AINrBLY FROM TIRADITIONAL SOTlRCES. TI)F
 

FOP
TITLV T CREDIT HAF BEEMN A VALUAI2.LE SOURCF 01' FUNIDS 

T_..VYLOPMENT YUPOSS AND T.E-l GOVERNMNhT OF MMSITIOS
 
",O1L.D LTKY TO CONTINUR' TO US.- T.oIS CREDIT TOll TIhf IMPORT
 
O RICF AND FLOUR FROM T1hE USA. Th, GOVFRNMENT UF
 
MA1 1FITIUS IS ThIRYFORE RF:CUESTINC- THE US COVEHNYNT TO
 

.CONSI])FR THE PSSIVILITY OF USING ThE RUPEE PROCEEDS 
TO (- THE l1IGllR COST THE US RICE.fISE? OF 

10. IN TEI? Pl.ST TRY GOVENNI1:NT OF Mt.URITIUS EXPLORED 
. 

TIHY POSS11"ILITY OY I'MPOT T ! PRODUCTS OTYE"R TEAN PlIC.
 

AND FLOUi UNIX'R PL .180 TITLES I .ND I ANT) TE CTP.
 
A . 1, FOIND TO TEC...... 1 L, OIL Soy.!.:FAN) 


A SUITAbIJ PROIUCT TO b_ IMPO"IRTE UNDYR ThESE SC't..S
 
FOB T .ELOCAL !A K.-Y!T.
*;'i*OR FORT1TiW , % IGNr AND POTTIING 

Ti'}ILE ANUNAL Vl:G ,A5L_' OIL RliQUIFENE'NTS OF TPE COUNTR'Y 
Q1.14IS 13,2H, Mi'fEIIC rO>,S (0aORT.i CI? RS. 1l4 MILLION 

- P.LT 7zATIVY TO I'-' FROPOSAL
M 0N 11L!I1i9 L;A)Z . ! PJIT -"P -.
 

MAP~. A]EOV ' , T';.. GO NM,,l OF MAURITIUS iS
M T 

R1Q USrING TEE US GOV-PN.PiNT TO CICNSIDI"R TEE POSSIILITY 
V GITA L;'. DIL UNDFR PL 480 TITLF I CREDIT,OF PROV'I'ING 


IF IT %'ILL BY AVk.IlALLY, AT A COMP1,TITIVE PRICr ON THI"
 

US M:ETLiT. ('M, S .OTY: Thl H'AURITIIAN PIPIVATF COMPANY
 
RiPORTS T-.AT TdiE AVERAGE11:SPOI1ThVLY FO IMPORTINIG VE .*TA.LE OIL 
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fNNUAL R4: UI tlq.,2N,CF \V:GTTABL? OIL lOR MA1'pITIUS r- 1),U0METRIC TONS " "Cii AT T'LE CUIRNT PRICE OF " 
TON YQU LS $12.6 mILLION.) 

11. TfiE TITL I CREDIT HAS BEEN A YYY SCHEME IN TPP 
TO'VWLOPME'NTOVERALL ASSISTANCE PPOGRAMME OF THE US"NT TO'.'ARDS MtlUR!T'US GuVmJN-FROM 17?9. AS EXPLAINFD ABOVY,}'Ar: IT NOT '"N FOR TPE IiGH PEICF OF 'YI 'i U1 RICO:, T.IiEGOV'P}TNM!1T OY. MAURITIUS WOULD HAVE USED
OFFERED IN 19,4. GOVT:1kNMEN'T 

THE CIEDI 'I
OF MAURITIUS WOuILD LIKE:CONTIDUE TO B2NFFIT FROI THIS AND 
TO

CREDIT TI;?}RIFOiE£i~.. ITS R QUFST -O j.0i US GOV}.'ROMYNT TO YARriARK.T-ElNNU. CR]FD!T CF . MILLION "OF MAUPITIUS. THECO',-"N -JT OF NOT.D AITHMAURIfIU HAS A'PR.CIATIONj
TFi Uti JIiST'ANPING SHIOWN [BY US AUTPGIITIES IN MAKING THECOKITTIO.,,S OF THF CdEDIT FLEKI.LL AND IT IS COiVID}:NTTr'.T 'hIS Ui'STANr INC WILL CONTINUE TO PRFVAIL I-NFUTURE R.'GAPEING TRF USE Or PL 480 TITLE I C'}:DIT. 

12. THE UTILISATION OF Th - LOAN 01' $6.0 MILLIONOFPEPR:P By USAID 1960THY IN UDD TEE EGUSING INVEST-MINFT GUARAIrTlv- SCI.2ME HAS BEEN' DIELAYED FOP FIVE Y.AR3O. AS 
f)N US 

T11-
MA 

LOAN !"ILL BE "?AISHD FhOM PRIVATF INVThE STORSKT, !? S INTTIYPST RATE W'ILL E .LIGN:T: TO
1' *ILIN("CO.1m}:FC J.L R.P.TE. T I.S R LA'IVFLY HIG1l !A ,TINTIR;s.,. YOR SOCL*PIOJ'CTS AS I" THE HOUSING F"TORtill, THE )CLINI 11G S iAR1 O? CON STRUCTPION If 'GTN.111 .-il.VI DFL.YrD THE US- OF Tf. LOtd4. G0VlE:RNr'iFNT !.AS NC;iC-: D TO ACC....T Tj;E CFD F USAIJ . T.E C1AUiIUs:IUCCSI.,C C 0RAPOiATI i IS PR3'PA:I IlG A PIlOG R-1ME TO USE,1'-,OAN 1"UNDS OR T}}V ACQUI~l.I-:ICuJ N AND lI:-Vh-LOPNF,,T OFNs",I,SITES, CO4NSTRUCTIOtJ OF CORI hOUSING UNITS P.N' 
'OR ITS 0*-, .Ij.NDIG6 ERJATIOt. 1. T*ri DIS-"l ''" "1
:O iLJ) COVER TE P0ERIOD 1935-87. 

3. THF TRAD7 AGRF'FMFNT REGARDING THE ENTR-Y OF MA"URITIA1,EXTILF PRODUCTS INTO USTHE MAPKET SIGNFD LAST MO THHOVIES A FFAJwoR£ FOR ,hE OFOPDiTLY DEVLOPMENT
'RADE RFLATIONS IN THIS THISAIEsA. AGREEMENT
NABLE T1. ?PORT OF AN INCEFAqvD 

WILL
 
VOLUME OF TEXTILEROLOCTS TO USA.ThE THIS INCREASED ACCESS TO THE USARKET WILL PELP, TO A Cb:1-TAIN EXTENT, T.F EXPANSIONF r"- ''1UPITIUS FXPORT PROC-SSING ZONE AND CONTRIl!UTEN TE ATTAINMENT OFTHECBJFC'IVFS OF THE SAP. THESSISTANrCE WHICH THE GOVERNMENT OF MAUPITIUS HASEC'IVET FROM TI'l USA IS E:AMINED D7TAiI, TEFIN INOCUMENT "MAURITIUS: MOBILISA'vIOi OF EXTIRNAL RESOI1RCF.OR L-'VYLOPMENT" WHICH IS PEING CIECULATED AS PARTiE PACKAGE OF DOCUMENTS ESPECIALLY PREPARED 

OF 
FOR THE

G III MEETINiG. 

i. THE MAUR ITIAN GOVERNMENT HAS ADOPTED A PRAGMATICPPROACE" IN ITS DIPLOMATIC RELATIONS. IN THE CONTIPXT 
' 
THIS STRPTECY, MAURITIUS WOULD LIKE TO STRENGTFEN
PS RFLATIONq WITH ALL FRIFNDLY COUNTRIES. GOVERNMENT), TFEREFORe, KEEN TO FOSTEP BETTER RELATIONS AND UNDER-ANDING WITH THE USA. 
 GOOD RFLATIONS WOULD NO DOUBT
3AD TO A CLOSER AND MORE FRUITFUL COOPERATION BETWEEN
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TEE TWO C034foUNI E S. 

1 ~ AS INDTCM:l,* v4 -.~v:N:1-]N, 1cAS -LA NCIiED 
STI(UCTURAL ADJUSTM---:T ?O.A'L(SA-P) WITH THEiAS SI STANCE 
CF Th- '!9CPLD TIE, ~tD 	 COUNTMFS*1T1 BANK, AN TRIFNDLY 

.0VECOM1E TEE h!CONOMIQ. ]-fFICU"T1E-S FACING THE CCU:N1TRY. 
T11-': 1IPST YFAY,,q CY TBIIS P1ROGYAkroE .AVIr STAIPFD TO )P.IN"?
IN THYl D,.SIREP-'I HYSULTS. 

16%. RE0W-VER, GOVERNMFNT DlOESC NOT WiANT TO RELENT WITH 
T1 "~>IRST SIGNS 011 AN 11PTUI.N IN TBE ECONOMIC PEl ECI-

MANCr OF TVHv COUNTR1Y. MAURI"ITUS IS VU.!NE*RA*OLY IN MANY 
W!A1'S: IT "~AS AN OPEN ECON!OMY .NJD 094, TLERYi'OT},1 
I imMI1*1 TFLY' SU.CCUMB *1"0 ANY AID' .SF YXTIhNAI EVIENTS0 
AND) 111,41 Y-CONOIII1C YOV'TUNI-S O0' COUNTPY DFEP'ND4 TO 

A~ ~~1X2TONEECIATIC 	 GOVERWNT11C CONDTITICNS. 
Td}iF11WISHI{.S TO RIDU7 1-HI. V11LNE4RABILITY 

0( ThE.' YXT'-.NT OSIE3' JiND A'E PCONCM OIN A7,N" 
PATH-OF MORE DURAYLl' M~N)HIGH GROWtTHi RPTE BY SUSTAINING 
T.14 i;FF2OP'iiS I'ADY: UNLER TI FIRST YL--APS OF T.'17 ADJt1STME-'NT 

PPCGAM~~.EY: Y.FFCTTS h-OJIREDT)rO IMPLIMT THE 
ADJLISTM147' -PRO IPAMMV 'ILL R±I; ARDPUOUS. GOVE -'MNT 
h L'I-,S CN T112 CONT1INUED SUPC.KT 0OF INTTRNATIO14AL 

F~*~CIl INSTITUTlONSAN4 -?I;KIi4DLY COUNTRIES TO ACCOM-
PLISFi TFIS LONG AN]) D)IiFIGULT TASK" OF REDRESSING TRE 

1. TElE F.FI.! f TI TLY PI GY PER CA PITA I -C'M11 OF Mt.UJ-I T'IUS, 
PLACES 	 T!iE COUNTfRY AT S0*MES DIS,6])V1NTA&Y.b VIS-I'-VIS 

~~~~ LG:~ COTNh'~SAIiqONOL ?AI~~.N.1OV 
IT Si,%)UI ")I'! 'KLI MAUb~iMIUS IS DIFFE2.1ENT!.*TI;.-T IN 
I" IL S~cT PROM CO*UNTRIES '-;ITH COMIPARABLEJD 0THV.R 
PEli Cf-P ITA I t,:O0 "' L L -*VF:LIS. IV I S S MsAL ,,NSDi. ' ,Y PO0PULATFD, 
D-iP7NDE*NT 0r N I MA IN CRO0 F !. R A'*A Y TRO0M1 IT MAI N 
MAiP- K--TS LND uF.ASX KUC 'N 1"1N --RA L R2 Q0 1 RC E. 'FUT IT IS 
A IIJNICTIC1ING DIhOCRP.CY IN SPIT--, OF A MULTI-RACIA.L, 

UNCLASSIFIED 	 03 OF 05 Ponit11 LOUIS'01033 
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IULTI-CULTIEAL ANI M.ULTf-LIN-UAL POPULATION. AN AA'V -
NILSS Or THI.ES): PRAiT!CULA.; C' AARAC rIESS'ICS At,'J hINDICA. S 
OF T]%4 COUNT:, Y IS 1;SS]'NrIAL TO A FULLER UNDiTSTAIDING 
OF T,. GRiAVITY OF CUj? .I'. ECONOMIC PRO_3LRMS -AcIINC-
T1Ii; COUNTRY AN]) TES COU*RAGECUS EiFORTS BRING MADE 
BY Til1. GOVRN"'YN "'TO OVERCOME THI.M. MAULITITIS, THFRE.FORI
).:SERVIS A TP-kTVZ.-,?NT W!IC11 IS MARKEDLY DIFFREN,'' FROM
 

TilAT NORMALLY ACCORIFD 1BY AID DONORS TO C" ' '
11M m 'T '
 
CCMPARABLE PER CAPITA INCOME.
 

1. 	 THE GOVERNMENT OF MAURITIUS IS, TEEREFORE,
 
'XPLObIN .
 T F. GOVPRNI1:"' NT OF TEF USA THE POSSI]EILITY
OF OfTAININ. QRANT AID AND LOAN ASSISTANCE. ON SOFT 
T=. [ TO SUPPORT THFI STRUCTUNAL !'1)JUSTM 2*!T FROGR!AMME. 
AT BTDIS STAG], IT IS NOT ,}LIVED THAT INCLiSIOCTHIE I
OY PROJECTS AMD 1%RO2M11%, 	 IN
N'T PRESENTLY INCLUDED 
THE PU IIC S:CTOR ]NVESTMENT PROGRAMME (PSI?) WILL 
CONTRIEUTE IN k.NY WRY TO ACHIEVING TlE 	 OFO.BJEC'IVFS 
T11E SAP. MANY PROJCTS AT AN ADVANCED STACE OF ID].NT]
FICATION OR PEPPARATION -HAVEHAD TO BE POSTPO;.ED PRO -
TIrM AND EFFORTS II TH'. NEAR TERM '/,ILL BE FOCUSED ON 
MO)]LISING RFSOURCE.S TO IMPL.: MFNT ThE PROJECTS AND 
PR OGRAMMES ACTUALLY INCLUDED. 

i9. THIE PROJICTS RTTAINED IN THE PSIP HAVE 'PEEN 
SUJ1CTE*9 TO PICCROUS EVALUATION AND SELECTION 
CRITLRIA, W11ILY: TPHI POLICI}ES AND MffASURFS EOmrMING 
PAR"T OF T?.StP }iAV BEEN ':ORED. OUT IN. CONSULTATION
 
'IT .1 T}i1E ' IM'I. . TAKEN I, TIiE
-. TER ,;ORI. AN K ArID 	 TOGFTI 
POLICIl:S, MEASURES .t:D ])rVLOP['*,NT PRO3ECTS AIIl AT 
RE1~fLSSING TiL ECONOMY. TIlE SAP ALSO PROVIDEHS FOR[
lrr.CUIA DIDCIS}. ON'ITORING OF THE POLICIFS AND 
DFV?.LOPM(.NT PPOJFCTS. XP!.rI NED RL THISAS .T IN 
NOTP, AND AS DETAILED INI TfiF PACKAGE OF DOCU]MFNTS
BF.ING SU'MITTF) BY TEF GOVFRiNMUiNT OF MAUITIUS TO T1E 
PG III PARTICIPANTS, THFE SAP MUST B',' VI.WFD" AS A C0-
HEPANT POLICY PAC;.K.A F. SUJCH A' PROGRAMME OF REFOPIS
CAN ONLY I;1' IMPLMiNTED IF AID DONORS AND FINANCING 
AGENCIES ARE PREPAREF. TO COOPERATE WITH ONE ANOT.;tY3 IN
ASSISTING TEE GOVEFNM ENT 	 INF OF Wi~iURITIUS TRE DIFFICULT 
TASK OF REDRESSING ITS ECONOMIC SITUATION. IT ISBELIEVED TIIAT 11AJOR AID DONOES Sk.OULD MAKE PLOGI AMME 
TYPE ASSISTkNCE AND BALANCE OF PAYM)YNTS SUPPORT 
AVAILABLE TO MAURITIUS IN VIrE,, OF THE FACT THAT T E
 
SAP E.S TET BLESSING OF SUCH IMPORTANT INSTITUTIONS
 
AS THE '.ORLD BANK AND THE IMF AND THAT THE POLICY

REFORMS ON WHICH TEk SAP RESTS WILL BE CLOSELY MONITORED
 
SY THiSE INSTITUTIONS. 

20. IT IS 
IN THIS CONTEXT ThAT THE GOVERNMFNT OF
 
IAURITIUS IS MAKING A SPECIAL REQUc.ST TO THE US GOVERN-

IENT TO CONSID7R THE INCLUSION OF MAUPITIUS IN TFF LIST
)F TARGET COUNTRIES FOR ASSISTANCE FROM THE FUND FOR
 
ICONOMIC POLICY REFORM FOR AFRICA. 
THIE NEED TO FOCUS
 
.ID EFFORTS ON LDC'S AND THE FAMINE-STRICKEN
 
]OUNTPIES OF THE SUP-SAHARAN AFRICA IS RECOGNISED.
 
FORTUNATELY, MAUPITIUS IS NOT IN THIS CATEGORY OF
 
,OUNTRIES. HOWEVER, MAURITIUS SUFFERS FROM MANY CON
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MACROECONOMIC ANALYSIS
 

Background
 

Characteristics. Mauritius is a group of small Islands in the
 
Indian Ocean, about one tenth of the size of Kuwait, with a
 
population of 1 million growing 1.4% annually (Table 1). Since
 
1960, the population has increased 55%. On the island of Mauritiu
 
fertility has declined greatly during the last 30 years. The annu
 
rate of growth was 3.12% in the intercensal period 1952-62, fallin
 
to 1.9% in 1962-72, and to 1.4% in 1972-82. The last census was i
 
1983. Slightly over half of the households consider themselves
 
Hindu.
 

-. POPULATION GROWTH 

Population (000) Annual
 

Maur- Rod- percent
 
Year itius rigues Total increase Index
 

1960 644.7 17.3 662.0 2.8 100.0
 

1965 735.2 19.4 754.6 2.7 114.0
 
1970 805.5 23.4 828.9 1.9 125.2
 
1975 856.5 26.3 882.8 1.3 133.4
 
1980 926.6 30.3 956.9 1.7 144.5
 
1981 939.5 31.8 971.3 1.5 146.7
 
1982 949.7 33.6 983.3 1.2 148.5
 
1983 965.0 33.0 998.0 1.5 150.8
 
1984 977.5 34.0 1,011.5 1.4 152.8
 
1985.1/ 991.2 34.9 1,026.1 1.4 155.0
 

1/ 	 Midyear.
 
Assumes the same growth as in 1970-82. See IBRD,
 
Toward Sustained Development in Sub-Saharan Africa,
 
p. 82.
 

Source: 	 GOM, Central Statistical Office. IBRD, Country
 
Economic Memorandum, March 1985, p.5 4 .
 

Population density is 450 persons per square kilometer, more
 
than twice as high as Rwanda, the most densely populated
 
country in Africa (Table 2).
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2. POPULATION DENSI IN SELECTED DEVELOPING COUNTRIES
 

Area Population (m) Density
 

Country (000 Km 2) (Mid-1982) per Km 2
 

7
Somalia 638 4.5 

Sudan 2,506 20.2 8
 
Zaire 2,345 30.7 13
 

Tanzania 945 19.8 21
 

Ivory Coast 322 8.9 28
 

Kenya 583 18.1 31
 

Togo 57 2.8 49
 
Nigeria 924 90.6 98
 

Rwanda 26 5.5 212
 
Mauritius 2 0.9 450
 

Source: IBRD, World Development Report, July 1984, p. 218.
 

Although more Asian than African in many ways, Mauritius has the
 

highest per capita income of non-oil-exporting developing
 

countries in Africa (Table 3).
 

3. GNP PER CAPITA IN SELECTED COUNTRIES
 

GNP per
 

capita
 
Country (1982$)
 

Malawi 210
 
Tanzania 280
 
Somalia 290
 
Kenya 390
 

Sudan 440
 
Zambia 640
 
Zimbabwe 640
 

Nigeria 860,
 
Ivory Coast 950
 
Mauritius 1,240
 

Source: IBRD, World Development
 
Report, 1984, p. 218.
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Relatively high per capita income has been achieved with agriculture
 

as the leading sector, an enviable record considering the average
 

performance of agriculture in developing countries. During 1960-82,
 

per capita GNP grew 2.1% annually, more than twice the rate of growth
 

in low and middle-income developing economies. Inflation was low
 

during the 1960's, rising to 15% annually during 1970-82. Life
 

expectancy at birth in 1982 was 66 years, the highest among low and
 

middle income countries except for China. From 1970 through 1982,
 

the terms of trade declined 2.1% annually (Table 4), mostly since
 

1979, which prompted the GOM to initiate major policy adjustments.
 

The decline was largely the result of petroleum price increases and
 

the fall in sugar prices.
 

4. TERMS OF TRADE
 

(1980=100)
 

Year Index
 

1970 106.0
 

1979 109.0
 

1981 96.0
 

1982 91.0
 

Average annual growth
 

1970-82(%) -2.1
 

Source: IBRD, Toward Sustained
 
Development in
 

Sub-Saharan Africa, p.6 7.
 

Dependence on agriculture has declined steadily from one third of
 

GDP in 1970 to 12.9% in 1984 (Table 5). During 1970-81,
 

agriculture declined 3.4% annually while CDP increased 6.0%
 

annually (Table 19). Other major sectors grew much more rapidly
 

than GDP. In 1984, sugar production provided only 8.7% of GDP but
 

this was 67% of agricultural output. Sugar processi.ng provided
 

another 2.5% of GDP.
 

http:processi.ng
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5. SHARE OF GDP BY INDUSTRIAL ORIGIN. 1984
 

(Constant Pnoz prices)
 

Industry Rs million 1/ kercent
 

Agriculture 1,339 12.9
 
Sugar 899 8.7
 
Mining 
 18 0.2
 
Manufacturing 1,651 15.9
 
Sugar 258. 
 2.5
 
EPZ 542 
 5.2
 
Electricity 236 
 2.3
 
Construction 650 
 6.3
 
Trade, hotels 1,410 13.6
 
Transport 1,186 11.5
 
Financing, bus.
 
services 1,872 18.1
 
Gov't services 1,326 12.8
 
Other services 670 6.5
 

GDP at factor cost 10,358 100.0
 

Estimated.
 

Source: GOM, 1984-1986 Development Plan,
 
March 1985, p.32 .
 

Since the major decline in the terms of trade in 1979-80 and
 
the consequent deterioration in the balance of payments, the
 
currency has depreciated significantly from It=Rs7.586 to
 
Il=Rs16.450, a 33.7% depreciation since 1982 and a 63.9%
 
depreciation since 1978 (Table 6). Rapid adjustment of
 
foreign exchange policy has been effective in minimizing the
 
impact of deteriorating terms of trade on the balance of
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payments. This adjustment is reflected in maintenance of
 
the real effective exchange rate index since 1981 through
 
a flexible exchange rate policy (Chart 1).
 

6. FOREIGN EXCHANGE RATE
 

Depreciation Depreciation
 
index index
 

Yearl/ l*=Rs lRe=t (1982=100) (1978=100)
 

1970 5.570 .179 194.5 105.9
 
1971 5.224 .191 207.6 113.0
 
1972 5.678 .176 191.3 104.1
 
1973 5.739 .174 189.1 102.9
 
1974 5.677 .176 191.3 104.1
 

1975 6.589 .152 165.2 89.9
 
1976 6.639 .151 164.1 89.3
 
1977 6.350 .157 170.6 92.9
 
1978 5.921 .169 183.7 100.0
 

1979 7.586 .132 143.5 78.1
 
1980 7.835 .128 139.1 75.7
 
1981 10.329 .097 105.4 57.4
 
1982 10.861 .092 100.0 54.4
 
1983 12.723 .079 85.9 46.7
 
1984 15.603 .064 69.6 37.9
 
1985 (2) 16.450 .061 66.3 36.1
 

1/ End of period.
 

Source: IMF, 	International Financial
 
Statistics, April 1985, p.18 .
 

Although area cultivated and the volume of food crop
 

production has increased significantly since 1980, the long
 
term growth of food and agricultural production since 1960 has
 

not been sufficient to maintain output per capita. Growth
 

rates were considerably lower in the 1970's than in
 

57$ z
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the 1960's. The population also grew at a much slower rate in the
 
1970's. Both food and agricultural production per capita declined
 
about 0.6% annually in both decades (Table 7). The reduced
 
profitability of sugar since 1980 stimulated substitution of food
 
crops.
 

7. ANNUAL GROWTH RATE OF FOOD
 
AND AGRICULTURAL PRODUCTION
 

(Percent)
 

Production
 
Item Production Per Capita
 

Food
 
1960-70 1.5 -0.7
 
1970-82 0.8 -0.6
 

Agriculture
 
1960-70 1.5 -0.7
 
1970-82 0.9 -0.5
 

Source:IBRD, Toward Sustained Development
 
in Sub-Saharan Africa, August,
 
N984, p. 77.
 

Policy Reforms. In 1979, GOM initiated stabilization and
 
structural adjustment programs with IMF and IBRD.. Since 1979, five
 
consecutive stand-by arrangements have been implemented. These
 
programs have included policies to adjust the exchange rate, reduce
 
consumer subsidies, restrain wages, restrict credit and money,
 
reduce the overall fiscal deficit, and maintain a liberal system of
 
trade and payments. In spite of a world-wide recession, adverse
 
weather conditions and continued deterioration of the terms of
 
trade, progress under the stand-by arrangements has been good.
 
In 1979 and 1981, the rupee was devalued 30% and 20%,
 
respectively. In February 1983, GOM changed the peg of the rupee
 
from the SDR to a trade-weighted basket of currencies. Since then,
 
GOM has followed a flexible exchange rate policy which, with wage
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restraint, has been effective in increasing export
 

competitiveness. Between February 1983 and June 1984, the
 
nominal and real trade-weighted exchange rates depreciated
 
against the basket of currencies 7.6 and 9.0%, respectively.
 

A fifth stand-by arrangement for eighteen months for SDR 49.1
 

million was approved by IMF on March 1, this year. The new
 
program primarily continues the policies of the previous
 
stand-by arrangements with further fiscal adjustment,
 
restraint of expansion, a flexible exchange rate policy, and a
 

cautious wage policy.
 

With reversal in the terms of trade during 1976-79 sustained
 
growth of output and employment and a viable balance of
 
payments in the medium term, exports had to be promoted and
 
diversified, and import-substitutes for food and energy
 

encouraged. liven the small domestic market, export growth
 
was vital.
 

A first structural adjustment loan for $15.0 million in 1981
 

focussed on supply side measures. Energy planning rapacity
 
was strengthened, the medium term public investment program
 
was reduced and rationalized and policy reforms in agriculture
 
and industry were initiated. A financing package was arranged
 
when foreign exchange reserves were completely exhausted.
 

The second structural adjustment program for $40.0 million in
 
late 1983, has four objectives; (1) resLructuring of the
 
sugar industry and agricultural diversif cation (2) further
 
promotion of export-oriented industriali: tion, (3) tourisa
 
development and (4) improvement in publir: resource management.
 

A restructuring program for the sugar industry was announced
 

by GOM last July. The program aims at (I) monitoring the long
 
term financial viability of large estates, (2) rationalizing
 
milling operations, and rehabilitating equipment, (3) raising
 
the productivity of small planters, (4) improving the
 
utilization of by-products, and (5) diversifying agricultural
 
activities. Energy policies were not included in the second
 
structural adjustment program.
 

Key Sectors
 

Sugar. Sugar cane farms are divided into 21 factory areas for
 
milling purposes, and marketing is centralized. Exports are
 
primarily to the EEC under the Sugar Protocol of the Lome
 
Agreements. Labor relations are extensively regulated, and
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several parastatal and private organizations perform a variety of
 
services in the sector. The current structure has evolved over
 
nearly three and a half centuries since sugar cane was introduced.
 
In the mid-19th century 259 mills were operating, producing 130,000
 
tons on 110,000 arpents (114.730 acres) but the number of mills had
 
declined to 21 by 1970.
 

At the core of the sector are 21 mills and associated large
 
plantations, the so-called estates with factories or,
 
miller-planters. Only 3 of the estates with factories are
 
foreign-owned. One firm is government owned, having been purchased
 
in 1973 rather than closing and merging with neighbouring estates.
 
The estates with factories cultivate 55% 
of the cane land but
 
harvest 60% of the cane. Although cane yields vary because of
 
climatic and soil conditions from 31 to 46 tons per arpent, estate
 
yields average 30-40% higher than other plantezs (Table 8.) Yields
 
have declined since the late 1970s.
 

8. SUGAR CANE AREA CULTIVATED, OUTPUT, AND YIELD, 1976-83
 

Crop Cultivated Harvested Harvested Yield (MT/Ar)
 
year (000 ar) (000 ar) (000 MT) Millers Planters Total
 

1976 206 192 6,402 37.6 28.2 33.4
 
1977 206 191 6,022 35.7 26.5 31.5
 
1979- 207 190 6,260 36.8 27.9 
 32.9
 
1980 .202 187 4,564 27.0 20.8 24.3
 
1981 200 186 5,302 32.7 23.1 28.6
 
1982 201 190 6,582 38.5 30.4 34.8
 
1983 200 186 5,254 3201 23.8 28.2
 

Source: GOM, National Accounts of Mauritius, November 1984, p.8 4 .
 

Independent planters, or outgrowers, are mainly smallholders.
 
Half have holdings of less than one arpent, 43% have I to 5
 
arpents, and less than 1% have 20 arpents or more. Although most
 
own the land, 1,300 are tenants. Sugarcane can be harvested for
 
several years from the same plant, called ratoon crops, but
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9. SUGAR OUTPUT.BY PRODUCER SIZE, 1978/79-1983/84
 

(MT 000)
 

Producer 11978/79 1979/80 1980/81 1981/82 1982/83 1983/84
 

Planters (outgrowers) 
Up to 20 tons 106.8 108.2 80.7 94.0 111.3 
20-75 tons 22.7 23.4 12.4 14.6 18.6 112.8 
75-1,000 tons 17.6 17.7 12.1 13.5 20.2 14.1 
75-1,000 tons 11.0 10.8 11.5 13.3 9.7 9.1 
1,000-3,000 tons 13.8 15.9 11.6 14.5 21.9 15.4 

Estates with factories
 
Planter companies 128.4 133.2 89.6 95.1 122.6 118.2
 

Miller-planter
 
companies 195.9 205.0. 138.0 181.4 208.8 181.0
 

Millers 170.9 176.3 121.2 147.4 176.1 152.9
 

Total 667.1 690.5 472.1 575.8 680.1 606.0
 

Sources: IMF, Recent Economic Developments, August 1984, p. 72.
 

yields gradually decline. Uprooting and replanting is a major investment,
 
optimally every eight years. Factors contributing to low yields are small
 
outlays on irrigation, equipment, fertilizers, and ripeners, extended
 
reliance on ratoon crops and less use of improved varieties, the part-time
 
nature of cane growing for many planters, poor quality land, and a
 
combination of the status value of land ownership and legal and tax
 
impediments to sale and long-term lease, which inhibit concentration and
 
economies of scale.
 

Under the factory area system, cane must be delivered to a designated
 
mill. Growers are not paid cash for their cane but receive title to 74%
 
of the resulting sugar, while the millers retain the 26% as compensation
 
for milling. Thus, with the sugar derived from the outgrowers' cane, as
 
well as all the sugar from their own cane, about 60% of the total cune
 
grown, the estates with factories account for approximately 70% of sugar
 
produced (Table 9). Sugar produced from mills is delivered to the
 
Mauritius Sugar Syndicate which is responsible for export marketing and
 



10. SUGAR PRODUCTION AND USE,-1974-1983
 

kuuu MI) 

Stock at Ave. price 

Calendar beginning Total Local ex-syndicate 

year of year Product available cons. Exports (Rs/MT) 

1974 170.8 696.8 867.6 33.7 685.3 1,877.59
 

1975 149.2 468.3 617.5 37.0 447.4 2,256.11
 

1976 133.6 689.9 823.6 36.4 551.1 1,617.03
 

1977 237.1 665.4 902.5 37.5 636.4 1,678.36
 

1978 228.6 665.2 887.0 37.9 578.6 1,742.01
 

1979 278.7 688.4 953.3 38.5 604.3 2,144.28
 

1980 324.0 475.5 799.5 36.7 617.3 2,319.48
 

1981 141.2 574.5 715.7 37.6 432.2 2,710.37
 

1982 
 244.8 687.9 907.3 35.4 596.8 2,868.54
 

1983 300.5 604.7 879.7 36.5 608.0 3,007.24
 

8 3
 
Source: GOM, National Accounts of Mauritius, November 1984, p. .
 

shipping, sales to local distributors, deducting export taxes and
 

various other fees, levies and charges, and paying producers the net
 

proceeds. Annual export volume is erratic because of weather
 

conditions. During 1974 through 1983, the lowest volume exported was
 

432,200 MT in 1981, 36.9% below the peak of 685,300 MT in 1974.(Table
 

10).
 

The sugar export duty, established in 1961, which was a uniform rate
 

of 5% to encourage agricultural diversification, became progressive
 

relative to production by the early 1970s. After devaluation in
 

October 1979, a 75% surcharge was applied, in part to absorb windfall
 

gains, which raised the average effective export duty rate from 10% to
 

approximately 17.5%. The surtax was reduced to 50% in mid-1982 but
 

restored to 75% a year later. At the same time, exporters of less
 

than 75 tons were exempted from the duty, whereas previously only
 

those exporting less than 20 tons had been exempt. The rates, by
 

volume of export, prior to the 1985 revision were: 12.25% for 75-1,000
 

tons, 15.75% for 1,000-3,000 tons, and 23.625% for over 3,000 tons, 
a
 

class that includes all mills and virtually all associated estates.
 

All, rather than marginal output, was taxed at a single rate.
 

Agriculture. Agriculture other than sugar consists mainly of tea,
 

tobacco, and food crops other than staple cereals, and accounts for 4%
 

of GDP. GOM policy is to improve the efficiency of tea production and
 

encourage increased food crops production, while maintaining sugar
 

http:3,007.24
http:2,868.54
http:2,710.37
http:2,319.48
http:2,144.28
http:1,742.01
http:1,678.36
http:1,617.03
http:2,256.11
http:1,877.59
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output. Tea is the second most important crop, which is grown on
 
9,400 arpents, less than 5% of the land under sugarcane and somewhat
 
less than the acreage allotted to foodcrops. Tea plantations are
 
concentrated in the wet south-central highlands, where conditions are
 
ideal for tea and less favorable for sugar. The industry employs some
 
5,000 persons directly, in plantations and factories. Some 70% of
 
output is 
under public sector control, primarily the parastatal Tea
 
Devel.opment Authority (TDA). 
 The TDA owns two factories, is the sole
 
source of supply for a third, and recently assumed operation of a
 
fourth factory that had been run by a cooperative. The TDA produces

exclusively for export, while four private estates and factories
 
supply the domestic market.
 

Manufacturing. Manufacturing other than sugar milling provides 16.0%
 
of GDP compared with less than 10% 
in 1976, nearly 20% of employment by

firms with 10 or more employees, and over 30% of merchandise exports,
 
although imports of intermediate goods reduce the foreign exchange
net 

earnings (Table 5). Textiles and wearing apparel account 
for over a
 
third of manufacturing valuc added and food and beverages for another
 
fifth. Value added in the manufacturing sector increased 16.9%
 
annually from 1976 through 1983 (Table 11). 

Manufacturing activity consists of 
two subsectors, one producing
 
primarily for export and the other supplying domestic demand for import

substitutes. The export sector consists of about 
146 firus with Export

Enterprise Certificates and known as Export Processing Zone (EPZ)
 
industries. EPZ does not refer to a specific location but 
to
 
customs-bonded services 
for firms that are widely dispersed. Textiles
 
and clothing firms provide up to three fourths of EPZ output,
principally knitwear. Although only about 35% of nonsugar 

11. VALUE ADDED IN MANUFACTURING BY INDUSTRY, 1976-1983 i/
 

Industry 1976 1978 1980 1982
1981 1983
 

Sugar milling 228.0 218.0 251.1
178.0 312.7 300.0
 
Tea processing 10.5 15.9 
 9.0 10.9 11.9 21.5
 
EPZ 108.3 156.0 321.4 421.3 448.8 510.0
 
DC and other 284.3 410.8 618.6 694.1 786.5 
 863.5
 

Total 631.1 
 800.7 1,127.0 1,377.4 1,559.9 1,.695.0
 

-I/ Current factor cost.
 

Source: GOM, National Accounts of Mauritius, November 1984, p. 75.
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manufacturing value added is produced by EPZ firms, they provide
 
two thirds of m'.iuficturing employment. Some 80% of the EPZ wor!
 
force is female, reflecting lower wages for women and greater
 
suitability for work in the textile industry. Ownersnip is more
 
than half Mauritian through past investments from the sugar and
 
trade sectors.
 

Tourism. Expanding rapidly, tourism became a major source of
 
foreign exchange earnings during Lhe 1970s, ranking third after
 
sugar and EPZ exports. According to a 1981 IBRD study, European
 
countries provided half of tourism earnings. Nevertheless,
 
Reunion and South Africa are the largest sources (Table 12). Thi
 
study concluded that, after multiplier effects are considered,
 
tourism's contribution to GDP is slightly more than gross
 
earnings. The study estimated that net foreign exchange earning!
 
from tourism were 25% of gross receipts, compared to 40% in
 
manufacturing and 80% in sugar production.
 

12. TOURISM ARRIVALS BY COUNTRY OF RESIDENCE 1983-84
 

1983 1984
 
Country No. % No. %
 

Reunion Island 30,180 24.0 32,270 23.1
 
South Africa, Rep. of 27,210 22.0 31,970 22.8
 
France 22,030 17.8 25,275 18.1
 
Malagasy Republic 8,110 6.5 7,790 5.6
 
Germany, Fed. Rep. 6,960 5.6 7,740 5.5
 
Italy . 5,520 4.5 6,609 4.7 
United Kingdom 5,860 4.7 5,600 4.0 
Switzerland 2,570 2.1 5,100 3.6 
India 1,710 1.4 2,500 1.8 
Zimbabwe 1,730 1.4 1,800 1.3 
Australia 1,680 1.3 1,500 1.1 
U. S. A. 1,020 0.8 1,100 0.8
 
Kenya 690 0.6 "700 0.5
 
Zambia 720 0.6 700 0.5
 
Seychelles 560 0.4 350 0.3
 
Other countries 7,250 5.9 8,900 6.3
 

Total 123,820 100.0 139,900 100.0
 

Source: GOM, Economic Indicators, April 1985.
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Macroeconomic Indicators
 

Balance 	of payments. During the 10 years prior to 1976,
 

Mauritius had small current account deficits in only two years.
 

Since 1975, deficits have occurred in nine consecutive years
 

totalling nearly 0750 million. IMF expects the deficits to
 

continue through 1990 but the size of the deficits has been
 

brought down to about t25 million annually, which is considered
 

a manageable level (Tables 13 and 32).
 

13. CURRENT ACCOUNT DEFICITS
 

Current
 
account
 

Year 	 (U million)
 

1976 -35.9
 

1977 -78.5
 

1978 -117.8
 

1979 -146.2
 

1980 -117.8
 

1981 -151.4
 
1982 -42.0
 

1983 -28.1
 

1984 -28.0
 

Total 	 -745.7
 

1/ Estimated.
 

Source: 	IMF, International Financial
 

Statistics, February 1985, p. 421.
 



14. BALANCE OF PAYMENTS 

Item 


Current account 

Trade balance 


Exports, f.o.b. 

Sugar 

EPZ 


Imports, f.o.b 

Services (net) 


Travel receipts 

Transfers (net) 


Public capital 

Eurocurrency (net) 

Other public (net) 


Commercial banks 


Other private capital and
 

errors and ommissions 

SDR allocation 


Overall balance 

financed by:
 
Bank of Mauritius 

Liabilities 

Net use of Fund Credit 
Assets (increased -) 

SDRs 
Reserve position in 
th e Fu n d 

Other 

Memorandum items:
 
Gross reserves, end of
 
period 


End-year gross reserves in
 
months of imports, c.i.f. 

Current account/GDP (%) 
Average exchange rate 

(Rs/SDR) 


1979/80-1982/83
 

(SDR million
 

1979/80 1980/81 1981/82 1982/8
 

-97 -143 -54 -53 
-67 -137 -35 -43 
313 288 335 318 
202 165 201 196 
83 92 109 99 

-380 -424 -370 -361 
-42 -26 -39 -35 
32 39 38 39 
13 19 20 25 

28 60 74 --5 
9 29 29 -32 

19 31 45 26 
-1 1 -5 6 

21 20 -24 36 
3 3 -

-46 -59 -9 -28
 

46 59 9 28
 
40 56 20 22
 
40 56i 20 22
 
6 2 -11 6
 
-1 1 2 -

- .. .. . 

7 1 -14 6 

31 29 41 34
 

0.9 0.7 1.1 1.0
 
-10.7 -15.5 -5.8 -5.2
 

9.286 10.000 11.518 12.087
 

Source: IMF, Recent Economic Developments, August 1984, p.58.
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With the decline of sugar prices, stagnation of sugar production, and
 
rapid growth o[ EPZ exports the share of sugar exports dropped from 86%
 
in 1974 to 62% in 1983 while the share of EPZ exports rose from 8%. to
 
30% (Table 15 ). Net exports are about 37.0% of total EPZ ex-,orts
 
(Table 16 ). 

15. PERCENT SHARE OF EXPORTS (FOB) BY TYPE, 1974-1983
 

Type 1974 1976 1978 1980 1981 1982 1983
 

Sugar 86 75 66 65 54 62 62 
Molasses 3 2 2 3 4 2 1 
Tea 1 2 3 1 2 2 2 

EPZ 8 17 24 27 36 31 30 
Other 2 4 5 4 4 3 5 

Total 100 100 100 100 100 100 100
 

Source: GOM, National Accounts of Mauritius, November 1984, p.1 1 8 .
 

16. EPZ EXPORTS AND IMPORTS, 1979-83
 

Imports/Exports 


Imports
 

Raw Materials 


Machinery & Equipment 


Total 


Exports
 

Clothing 

Electronic compon. 


Processed diamonds,
 
synthetic stones 


Other 


.Total 


Value added / 

Net exports 

Net exp./
 

total exp. (W) 


(Rs million) 

1979 1980 1981 1982 1983 

345.2 577.6 621.9 694.3 768.4 

50.0 80.7 59.9 48.2 78.1 

395.2 658.2 681.8 742.5 846.5 

365.3 563.4 799.6 877.0 921.2 
67.9 84.9 14.0 -- 0.5 

36.6 45.1 28.2 52.0 48.7 
150.3 201.1 244.9 306.3 336.4 

620.1 894.5 1,087.1 1,235.5 1,306.8 

.44 .35 .43 .44 .41 
224.9 236.3 405.2 493.2 460.3 

36.3 26.4 37.3 39.9 35.2 

./ The proportion of total exporl:s not accounted for by raw
 
materials.
 

Source: IMF, Recent Economic Developments, August 1984, p. 122.
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.Imports have been managed carefully since 1979 and have not increased in
 
current SDR value except for 1980/81 (Table 14 and 32). However, in
 
current domestic prices the value of imports rose 10.5% annually (Table
 
17). Petroleum was 16.0% of imports in 1984/85.
 

17. MERCHANDISE IMPORTS, 1979-83
 

Imports (CIF) 


Food and live animals 

Beverages and tobacco 

Crude materials 

Mineral fuel, lubricants
 

and related materials 

Animal and vegetable
 

oils and fats 

Chemicals 

Manufacturing goods 

Machinery & Transport 

Miscellaneous 

Miscellaneous transaction
 

and commodities, n.i.e. 


Total 


(Rs million)
 

1979 1980 1981 1982 1983 . .
 

756 1,084 1,197 1,234 1,110 21.5
 
27 26 25 21 23 0.4
 

129 211 239 261 227 4.4
 

526 676 899 937 972 18.9
 

96 130 149 157 155 3.0
 
269 317 354 403 402 7.8
 

1,000 1,228 1,091 1,214 1,299 25.2
 
546 739 737 499 625 12.1
 
274 296 276 317 337 6.5
 

10 14 10 5 6 0.1
 

3,634 4,721 4,977 5,048 5,156 100.0
 

122
 Source: IMF., Recent Economic Developments, August 1984, p. .
 

The uses of imports have changed significantly from 1979 through 1983.
 
The share consumed by households declined from 29% to 26% whereas
 
intermediate consumption rose from 59% to 66%. Most significant was a
 
substantial decline in the share of imports devoted to gross domestic
 
capital formation (Table 18).
 



18. USES OF IMPORTS 

1980 ./1981 2/ 1982 1983 
Uses Rs Mn % Rs Mn % Rs Mn % Rs Mn % 

Intermediate Cons. 2,507.1 59 2,617.9 61 2,883.3 65 3,003.5 66
 
Final cons. of
 

households 1,223.7 *29 1,271.1 29 1,311.8 29 1,198.9 26
 
Gross dom fixed
 

cap. formation 488.7 12 430.3 10 281.1 6 384.2 8
 

Total 4,219.5 100 4,319.3 100 4,476.2 100 4,586.6 100
 

l/ Imports into consumption are defined as: Total imports + imports 
ex-warehouse - imports into warehouse, less Government imports, total 
re-exports and jet fuel for foreign aircraft. 

2! Revised. 

Source: GOM, National Accounts of Mauritius, November 1984, p.121 .
 

National Accounts. GDP data in constant 1976 prices indicate
 
significant trends since 1960. Annual growth of GDP only 1.6% in the
 
1960's but increased to 6.0% annually from 1970 through 1981. In spite
 
of the relatively high overall rate of growth, agricultural output
 
declined 3.4% annually, offsetting much of the high growth rates in
 
smaller sectors including construction, min.ng, electricity, transport,
 
and trade (Table 19)). The contrast betw .n the two decades is
 
illustrated by the shift in growth of gross domestic investment from a
 
negative 6.7% to a positive 7.8% annually.
 

Preliminary information released by GOM in April indicates that GDP
 
grew 4.2% during 1984, much more than the 3.1% expected in September
 
last year.l The main sectors which have grown more rapidly than
 
expected are other agriculture, EPZ, and tourism. Other agriculture,
 
which includes foodcrops, livestock and fishing, rose 13% in volume
 
over 1983 compared with a predicted rise of 5%. Tea production,
 
increasing 13% in volume and 80% in price, contributed most of higher
 
g~owth of GDP. Data on imports, exports and employment indicate that
 
ZPZ value added grew about 21% rather than the expected 16%. Tourism
 
grew 14% rather than 10%.
 

l/ GOM, Economic Indicators, April 1985.
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19. NATIONAL ACCOUNTS
 

(Rs million)
 

Annual
 
...
growth(%)
 

GDP/GNP 1970 1976 1978 1979 1980 1981 60/70 70/81
 

GDP by industrial
 
origin at constant
 
1976 prices
 

Agriculture 964.3 938.0 939.0 977.0 643.0 784.0 -- 3.4 
Mining 1.4 7.0 7.0 7.0 7.0 -- 17.6 

Manufacturing 385.7 631.0 717.0 754.0 688.0 771.0 -- 6.6 

Construction 88.9 333.0 400.0 370.0 307.0 292.0 -- 14.6 
Electricity, gas, 
and water 31.6 70.0 89.0 97.0 97.0 100.0 -- 12.3 
Transport, commu

nications 179.0 356.0 431.0 437.0 400.0 436.0 -- 10.4 
Trade, finance 319.9 709.0 794.0 842.0 808.0 862.0 -- 10.8 
Public adminis

ration, defense 258.8 497.0 547.0 563.0 574.0 591.0 -- 9.3 
Other branches 280.6 624.0 709.0 755.0 768.0 805.0 -- 11.3 
GDP at factor cost 2,510.7 4,165.0 4,633.0 4,802.0 4,292.0 4,648.0 6.2 
Net indirect 

508.1 539.0 735.0 872.0 780.0 770.0 -- 5.0
taxes 

GDP at market
 
prices 3,018.8 4,704.0 5,368.0 5,674.0 5,072.0 5,418.0 1.6 6.0
 

Resources and exp
expenditures at
 
constant 1976
 
market prices
 

GNP 3,030.4 4,657.0 5,368.0 5,641.0 5,035.0 5,281.0 1.7 5.8
 

Factor payments
 
-47.0 -33.0 -137.0 -abroad (net) 11.6 0.0 -37.0 --


GDP 3,018.8 4,704.0 5,368.0 5,674.0 5,072.0 5,418.0 1.6 6.0
 

Imports of goods,
 
NFS 1,510.3 2,712.8 3,010.0 3,010.0 2,733.0 2,443.0 0.6 6.0
 

Export of goods,
 
NFS 2,141.1 2,388.0 2,700.0 2,789.0 2,836.0 2,630.0 4.0 2.7
 

Total resources 2,388.0 5,028.0 5,678.0 5,895.0 4,969.0 5,231.0 -0.4 8.3
 

Private consumption 1,673.2 2,956.0 3,434.0 3,582.0 3,360.0 3,401.0 2.4 8.5
 
General government
 

consumption 280.3 575.0 635.0 627.0 631.0 633.0 2.1 8.9
 

Gross domestic
 
investment 434.5 1,497.0 1,609.0 1,686.0 978.0 1,197.0 -6.7 7.8
 

120 121
 
Source: IBRD, World Tables, January 1984, pp. - .
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Final consumption expenditure increased 9.8% over 1983 in
 
nominal prices and 3.1% in real terms, compared with 1.8% real
 
growth in 1983. Consumption was 82.0% of GDP at market prices.
 
The ratio has declined steadily from 90.0% in 1980. However,
 
real GDFCF 6rowth in 1984 was substantially lower than expected,
 
growing 6.6% rather than 8.4% expected last year. By contrast,
 

real public sector investment grew 10% while private sector
 
investment rose only 4%. The ratio of gross domestic savings to
 
GDP at market prices rose to 18% from 17.0% in 1983 and 15% in
 
1981 and 1982. The decline in growth of GDFCF and low growth of
 
private investment in 1984 is a source of concern for growth in
 
later years.
 

Prices. Since 1980, when the consumer price index rose 42%,
 
inflation diminished steadily to 5.6% in 1983, rising to 7.3% in
 
1984 (Table 20). The increase in 1984 was attributable to the
 
higher cost of imported items because of currency depreciation
 
and higher utility ana petroleum prices. Among the commodity
 
groups comprising the index, the prices of medical care, food
 
and non-alcoholic beverages, and fuel and lighting increased the
 
most (Table 21).
 

20. CONSUMER PRICE INDEX
 

(Jan-June 1982=100)
 

Annual
 
Year Index V change (%) 

1975 36.2 14.7 
1976 41. 13.4 
1977 44.9 9.2 
1978 48.7 8.5 
1979 55.7 14.4 
1980 79.1 42.0 
1981 90.6 14.5 
1982 100.9 11.4 
1983 106.6 5.6 
1984 114.4 f.3 

/ Annual average for calendar year.
 

Source: 	 Cencral Statistics Office,
 
Economic Indicators, No.14,
 
January 1985.
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21. CONSUMER PRICE INDEX BY COMMODITY GROUP
 

(Jan-June 1982=100)
 

Commodity Percent.
 

Group 1983 1984 Change
 

Food, non-alcoholic
 
beverages 108.5 118.3 9.0
 

Alcoholic beverages,
 

tobacco 106.5 109.1 2.4
 

Fuel and light 96.4 106.1 10.1
 
Housing 109.8 116.7 6.3
 
Clothing, Footwear 108.0 113.0 4.6
 
Transport, communication 100.9 105.5 4.6
 

Medical care 105.6 116.9 10.7
 

Education 103.1 108.1 4.8
 

Miscellaneous 107.1 116.2 8.5
 

All groups 	 106.6 114.4 7.3
 

Source: 	Central Statistical Office, Economic Indicators,
 
No. 14, January 1985.
 

Employment. The latest survey of employment and earnings shows that
 

between September 1983 and September 1984, total employment rose
 

6,615 (3.3%) to 200,442 (Table 22). Manufacturing sector employment
 

increased 10,208, almost exclusively in wearing apparel industries.
 
The increase was mainly the result of new enterprises in the Export
 
Processing Zone (EPZ) where total employment rose more than 10,000.
 

Monthly earnings, on average, increased 4%. Employment in
 

agriculture continued to decrease, because of mechanisation in the
 

sugar estates and declining sugar production during the last two
 

years. Total male employment decreased 1,259 while female employment
 

rose 7,876 mainly from new employment in the EPZ. Female workers are
 

80% of EPZ employment.
 



-22

22 EMPLOYMENT BY MAJOR INDUSTRIAL GROUI
 

Industry 1975 1980 1981 1982 1983 1984 

"Agriculture and Fishing 64,469 58,042 56,955 56,711 55,826 53,420 
Sugar 57,773 51,146 50,066 49,864 49,132 45,575 
Tea 4,693 4,743 4,611 4,728 4,281 3,391 
Tobacco 1,284 1,202 1,253 934 1,069 1,042 
Other 719 951 1,025 1,185 1,344 1,412 

Mining and Quarrying 163 145 147 152 165 166 
Manufacturing 22,517 33,360 37,178 36,884 38,310 48,518 

Wearing apparel, foot
wear 5,574 16,991 19,358 18,998 19.677 28,791-

Electricity and Water 2,989 4,487 4,363 4,403 4,133 3,899 
Construction 6,034 7,391 6,300 5,619 4,448 4,141 
Wholesale, retail trade, 

restaurant, hotels 6,455 9,221 8,999 8,996 8,923 8,913 
Transport, storage, 

communication 9,412 8,1344 8,207 7,929 7,980 8,454 
Financing, insurance, real 

estate, business 
services 2,812 4,459 4,634 4,737 4,625 4,874 

Community, social, per
sonal services 51,083 62,845 63,176 63,408 63,193 63,169 
Government 

Central 40,893 49,129 49,358 49,471 49,639 49,973 
Local 3,579 5,417 5,547 5,577 5,276 5,175 

Other 6,611 8,299 8,271 8,360 8,278 8,021 
Miscellaneous 6,880 6,477 6,355 6,239 6,224 

Total 172,814 197,561 196,314 195,078 193,827 200,442
 

Source: Central Statistical Office, Economic Indicators, No. 15, February 1985
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External debt and debt service. After 1974, public external debt
 
-
outstanding, including undisbursed, quadrupled from $120.3 million.


to $542,9 million at the end of 1983, of which $332.5 million
 
(61.2%) was disbursed (Table 23). Multilateral sources provided
 
$283.7 million (52.2%) and bilateral sources $155.0 million
 
(28.5%). The remaining 19.3% was suppliers credits and commercial
 
bank loans (Table 24). The World Bank group provided 34.9% of
 
total outstanding credit. France is the largest bilateral
 
creditor (9.6%), followed by the United Kingdom (4.7%), and Kuwait
 
(3.5%). Outstanding disbursed public debt was 29.0% of GNP.
 

As borrowing from commercial banks increased after 1977, average
 
terms hardened. In 1983, average maturity was 17 years with 4
 
years grace and an interest rate of 10%. GOM plans to limit new
 
concessional borrowing through mid-1986 with maturity of less than
 
one year to $30 million and to incur no new loans with 12 years
 
maturity or less. Debt service payments rose from $3.0 million in
 
1974 to $83.7 million in 1983, about 16% of export earnings and
 
7.3% of GNP.
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' vvfln""IALPUBLIC DEBT, TERMS, RATIOS, ANDVPROJECTED:'DEBTSERVICE
 

($ Million) 

I lem +I L978 1980 1981 1982 1983 

Debt Outs, inc. undisb. 126.3 311.1 484.5 479.3 553.2 54219 
Official creditors 119.1 255.9 340.5 349.3 404.8 438.7 
Multilateral 43.2 139.4 176.7 201.9 225.8 283.7 

IBRD 22.8 69.2 72.3 100.6 103.2 169.1 
IDA 20.4 20.4 20.4 20.4 20.3 20.2 

Bilateral 75.9 116.5 163.8 147.5 179.0 155.2 
Private creditors 7.1 55.2 143.9 129.9 148.4 104.2 
Suppliers - 5.2 5.6 3.6 2.0 0.9 

Financial markets 7.1 50.0 138.3 126.4 146.4 103.3 
Debt outs. disb. (DOD) 40.9 155.7 297.3 331.4 365.5 332.5 
Commitments 22.7 68.4 120.8 53.2 129.8 79.8 
Disbursements 7.4 83.5 85.8 83.7 77.3 35.0 

Principal repayments 1.4 3.3 14.7 16.0 28.8 56.4 
Net flows 6.0 80.3 71.1 52.7 48.4 -21.4 
Interest payments (INT) 1.6 7.6 19.8 32.9 33.5 27.4 
Net transfers 4.4 72.7 51.3 19.7 14.9 -48.7 
Total debt service (TDS) 3.0 10.8 34.5 .48.9 62.4 83.7 
Average Terms 
New Commitments 

Interest (%) 6.2 5.3 10.4 7.4 8.6 10.0 
Maturity (years) 27.7 16.8 14.0 18.0 14.0 16.6 
Grace period (years 6.0 14.2 4.2 4.5 4.4 4.1 

Grant element (% 28.6 27.0 7.7 15.8 10.6 -1.5 
Economic Aggregates 

Gross national prod. (GNP) 663 1,019 1,123 1,104 1,0Os, 1,145 
Exports of G&S (XGS) 376 445 578 502 510 
Imports of G&S (MGS) 337 578 718 617 584 
Intl. reserve (RES) 131 53 113 50 55 18 

Ratios (%) 
DOD/XGS 10.9 35.0 51.4 66.1 71.7 

DOD/GNP 6.2 15.3 26.5 26.5 30.0 29.0 
TDS/XGS 0.8 2.4 6.0 9.8 12.2 
TDS/GNP 0.4 1.1 3.1 4.4 5.9 7.3 
INT/XGS 0.4 1.7 3.4 6.6 6.6 
INT/GNP 0.2 0.7 1.8 3.0 3.2 2.4 

RES/DOD 320.3 34.2 37.9 15.1 15.1 5.4 
RES/MGS 4.7 1.1 1.9 0.9 1.1 

Projected Debt Service 1984 1985 1986 1987 1988 1989 

Principal 44.3 45.4 36.5 35.5 41.9 42.7 
Interest 24.2 23.2 22.5 22.1 21.0 19.0 

Total 68.5 63.7 59.0 57.6 62.9 61.7 

Source: IBRD, World Debt Tables, July 1984, pp. 24-25
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24. EXTERNAL PUBLIC DEBT OUTSTANDING BY SOURCE, DEC. 31.-1983
 

($00o
 

D e b t o u t s t a n d i n g
 
Creditor 


Suppliers Credits
 
France 


Total Suppliers Credits 


Financial Institution
 
France 

Multiple Lenders 


Sub total 


Multilaternal Loans
 
African Dev. Bank 

African Dev. Fund 

Badea 

European Dev. Fund 

European Invest Bank 

IBRD 

IDA 

IMF Trust Fund 

INTL Fund ARG (IFAD) 

OPEC Special Fund 

SAFA (SP AR Fund AF) 


Sub Total 


Bilateral Loans
 
China 

France 

Germany, Fed. Rep. of 

India 

Kuwait 

Saudi Arabia 

South Africa 

United Arab Emirates 

United Kingdom 

United States 


Sub total 


Total 


Disbursed 


915 

915 


2,003 

100,780 


102,783 


13,050 

3,564 

8,180 

4,468 

13,276 

61,985 

20,192 

9,147 


-

3,340 

2,700 


139,902 


264 

37,569 

9,580 

9,580 

4,170 


-

2,046 


-

20,576 

14,406 


88,89 


332,492 


Undisbursed Total Percent
 

522 

15 


537 


13,925 

4 


9,820 

1,853 

3,126 


107,162 


5,496 

2,380 


143,766 


19,379 

14,293 


450 

450 


14,629 

4,807 


-

4,903 

5,190 


-

66,123 


210,426 


915 0.2 
915 0.2 

2,525 0.5 
100i795 18.6 

103,320 19.0 

26,975 5.0 
3,568 0.7 
18,000 3.3 
6,321 1.2 
16,402 3.0 

169,147 31.2 
202192 3.7 
9,147 1.7 
5,496 1.0 
5,720 1.1 
700.5 

283,668 52.2 

19,643 3.6 
51,862 9.6 
10,030 1.8 
10,030 1.8 
18,799 3.5 
4,807 0.9 
2,046 
4,903 0.9 
25,766 4.7 
14406 7 

155015 28.6 

542,918 100.0 

Note: 	Only debts with an original or extended maturity of over one year.
 
Includes principal in arrears but excludes interest in arrears.
 

Source: IBRD, 	Mauritius: From Prosperity to Growth, Country Economic
 

Memorandum, March 1985, p. 74.
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Standby Policies and Targets
 

Progress. Significant progress has been made in reducing fiscal and
 
financial imbalances. The current account deficit has declined from 15.5%
 
of GDP (Table 14) to 2.5%, a more manageable level (Table 32). The budget
 
deficit has declined from 12.9% of GDP in 1981/82 to 6.3% (Table 26).
 
Subsidies for food and education and current expenditures on housing and
 
public health have been curtailed. Public utility prices have been
 
adjusted to minimize budgetary transfers to parastatals and prevent
 
distortions in resource allocation. Public investment projects with low
 
economic rates of return have been eliminated from the capital budget.
 
Despite recovery in 1984, growth remains modest and unemployment high
 
(17%). In 1985, large debt service obligations are due. The debt service
 
ratio, including IMF repayments, is expected to peak at 29% in 1985, but
 
decline thereafter.
 

IBRD recommends that, beginning in 1986, economic policies should switch
 
to a more growth-oriented development strategy. For more rapid growth
 
during 1986-1990, less restrictive policies are needed to perm.t imports
 
to expand gradually. Investment needs to be increased, low priority
 
investments in infrastructure discouraged, and growth of private
 
investment in productive sectors accelerated. A high growth/low
 
unemployment program requires effective structural adjustments.
 

Since 1979, GOM has followed a comprehensive program of adjustment to
 
correct financial imbalances which emerged in the mid-1970s. The
 
adjustment program, supported by five successive stand-by arrangements
 
with IMF, has reduced the external current account deficit to a level
 
which can be financed by concessional capital inflows. Adjustment
 
policies included restrictive fiscal and credit policies, exchange rate
 
policy wage policy, and import and price liberalization, which have
 
reduced aggregate demand and improved the competitiveness and'efficiency
 
of the economy. Policies in 1984/85 and 1985/86 are geared toward
 
achieving real annual growth of 4% in the nonsugar sectors. Potential for
 
growth has been demonstrated by large increases in investment and
 
production in the Export Processing Zone (EPZ).
 

Despite progress, debt servicing threatens economic growth. Large debt
 
service payments in 1984/85 and 1985/86, will peak in 1984/85 at about 29%
 
of goods and nonfactor services, but decline to 20% in 1986/87. Although
 
the overall balance of payments is projected to have a surplus in 1984/85,
 
in part because of drawing a $40 million Eurocurrency loan, a financing
 
gap remains because of repurchasing SDR 48 million from IMF. Official
 
international reserves also have declined substantially to two weeks'
 
imports at the end oE 1983/84. Given the risks of damage to the sugar
 
crops by cyclones, reserves should be at least one month's imports.
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Although the share. of sugar in GDP has fallen below 10%, sugar production
 
is vital to the economy, accounting for 50% of merchandise exports in
 
1983/84. Export duties on sugar have provided 15% of government revenue,
 
declining to 10% in 1984/85. Firms have had financial losses while the
 
industry as a whole has suffered from poor crops, and falling investment.
 
After intensive study, a restructuring program has been adopted and th2
 
new Sugar Authority established. The restructuring program includes,
 
rationalization of operations, diversification into nonsugar agriculture,
 
energy production from cane by products, measures to increase
 
productivity, and an adequate return for sugar producers.
 

In 1984/85, the overall budget deficit as a proportion of GDP will be
 
reduced, for the fifth year in a row, to about 6.3% of GDP, in spite of
 
reduction in the export tax and unexpected increases in expenditure
 
because of exchange rate depreciation. Dollar appreciation increased
 
interest payments on external debt, and, together with increases in
 
international prices, in higher payments for rice and flour imports.
 

IBRD concludes that despite higher rates of growth during 1985-1990 the
 
balance of payments situation is manageable if a structural adjustment
 
strategy continues. A 13% annual growth in exports of goods and in
 
non-factor services, such as tourism, in current prices is feasible for
 
the rest of the decade. The current account deficit of the balance of
 
payments, however, would increase. External debt liabilities and current
 
account deficits need to be offset by commitments from the international 
community. The debt service ratio, excluding IMF repayments, would 
stabilize around 20% (Table34).
 

1985-86 Standb Arrangement. The fifth iIIF standby arrangement was signed
 
March I for 18 months for purchase of SDR 49 million, 91.4% of Mauritius
 
quota of SDR 53.6 million. The GOM also is expected to purchase SDR 7.5
 
mitlion under the compensatory financing facility relative to the export
 
shortfall in the year ending August 31, 1984. At the end of CY 1984, IMF
 
holdings of rupees subject to repurchase were SDR 157.3 million consisting
 
of SDR 34.0 under special facilities and SDR 123.3 million under tranch
 
policies. During the new standby arrangement repurchases will exceed
 
purchases by SDR 16.0 million which would reduce IMF credit outstanding to
 
SDR 141.6 million on July 30, 1985. Purchases under the standby after the
 
initial SDR 7.0 million will be in six quarterly installments contingent
 
on compliance with quarterly performance criteria and two reviews (Table
 
25).
 

Sugar. Declining investment and profitability in the sugar industry are
 
serious policy problems which must be resolved to avoid declining capacity
 
and reduction of export earnings. The Sugar Authority was established in
 
June 1984 to advise on policy and coordinate changes within the industry.
 
IBRD has been working closely with GOM, the Sugar Authority, and the
 
private sector to prepare a restructuring program with guidelines for
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reforms and a master plan of specific policies. Restructuring was agreed
 
in principle with IBRD in September 1984, including a rationalization of
 
the milling industry to reduce financial losses and improve efficiency,
 
improve the productivity of smallholders, diversify agriculture, and
 
increase agricultural research.
 

25. IMF STANDBY TARGETS
 

Item 1983/84 1984/85 1985/86
 

Assumptions 
Real GDP growth (%) 0.8 2.9 4.0 
GDP deflator (% change) 8.4 8.8 8.0 
Terms of trade (% change) 3.4 2.0 -1.1 
Sugar Exports 

Volume (thousand tons) 587.0 530.0 588.0 
Volume (% change) -4.4 -9.7 10.9 
EEC Market rice (% change) -3.7 -2.6 --

U.S Market price (% change) 10.0 7.7 2.0 

Official grants and gross
 
capital inflows (SDR) 64.0 122.0 97.0
 

Targets
 
Balance of payments 

Current account deficit (-) 

SDRs (million) -25.0 -28.0 -20.0 
% of GDP -2.5 -2.8 -19 

Overall deficit (-) 

SDRs (million) -28.0 30.0 15.0' 
% of GDP -2.8 3.0 1.4 

Overall fiscal deficit (-) 

Rs (million) -853.0 -882.0 -

% of GDP -6.3 -5.9 -5.0 
Private domestic credit expansion
 

Rs (million) 470.0 522.0 -

% of beginning
 
money stock 17.5 17.5 --

Source: fIF, Request for Standby Arrangement,
 
"ebruary 1985, p.12 .
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Four task forces were established to make specific policy
 

recommendations. GOM agreed to reduce the export tax to allow higher
 
tonnage exemptions and adopt a the marginal tax rate. These changes
 
reduce the tax burden and provide financial relief to the industry.
 

The rationalization plan was accepted by IBRD in February and signifi
 
progress is expected by July in implementing the plan. Changes in the
 
export tax were be introduced by April 30, retroactive to the beginning
 
of FY 1984/85.
 

Employment. Rapid growth of manufacturing exports, import substitutes,
 
and tourism is the key to growth of output and employment. Exports from
 
the EPZ are expected to increase 22% in 1984/85 following a 25% increase
 
in 1983/84. Employment in the EPZ is expected to increase more than
 
5,000 (25%) to 13% of total employment. At the end of 1983, employment
 

in tourism and supporting industries was 18,000 persons, 6% of total
 
employment and is expected to grow about 10% annually. The large growth
 
in exports and employment is the result of increasing competitiveness
 
from depreciation of the currency and declining real wages.
 

Wage policy is implemented annually through cost-of-living adjustments
 
derived from inflation of the previous year. From 1979/80 through
 
1983/84, wage rates increased 55%, compared with a 122% increase in
 
consumer prices, resulting in a decline ofreal earnings of about 12%.
 
The COL adjusLment in 1984/85 was 3% compared with a rise in the CPI in
 
1984 of 7.3% which reduced real wages still further. Wage restraint is
 
central to increasing competitiveness in international markets along with
 
a flexible exchange rate policy which has resulted in slow depreciation
 
of the real effective exchange rate in spite of large changes in the
 
exchange rates of major trading partners.
 

Public finance. Since 1980/81, the budget has outperformed targets under
 
the IMF standby arrangements. The budget for 1984/85 estimated the
 

overall deficit of Rs 984 million, 6.5% of GDP, with an annual increa1;e
 
in total revenue and grants of 11% and an increase in total expenditure
 
of 12% (Table 26). Revised estimates show a deficit of Rs 882 million,
 
5.9% of GDP. Foreign financing of the budget is expected to increase Rs
 
728 million from Rs 146 million in 1983/84 because of a Eurocurrency loan
 
of Rs 584 million.
 

Expenditures on interest payments are projected to be 4% more than
 

budgeted because of appreciation of the dollar (Table 27). Total
 
subsidies are expected to be Rs 888 million, 5% above 1983/84. Subsidies
 
for rice and flour imports increase 9%, in spite uf higher rice and flour
 
prices in March 1984 because of dollar appreciation and higher
 
international flour prices. Capital expenditures are expected to be 31%
 
more than in 1983/84, but Rs 160 million less than budgeted.
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Tax receipts are expected to rise somewhat but total receipts may'
 

decline because of decreases in nontax revenues and grants. The
 

primary new revenue measure is a 10% surcharge on import duties
 
28).
expected to yield Rs 120 million, 41% of tax revenue (Table 


Export tax revenues are estimated to be Rs 62 million less than budget
 

estimates because of revisions in the tax to provide relief to the
 

sugar industry, in spite of exchange rate depreciation.
 

26. 	 CENTRAL GOVERNMENT FINANCES
 

(Rs Millions)
 

1984/85
 

Item 	 1981/82 1982/83 1983/84 1 / Budget Program
 

2,289 2,822 3,129 3,474 3,459

Revenue and grants 


2,779 	 2,955
Tax revenue 	 1,950 2,407 2,934 


Nontax revenue 
 272 392 298 420 394
 

68 23 52 120 110
Grants received 


Expenditure and net
 
3,982 4,4,58 4,341
lending 	 3,677 3,985 


3,749
Current expenditure 2,892 3,223 3,382 3,706 

635 475


Capital expenditure 	 444 360 364 

117


Net lending 341 402 236 117 


Overall deficit 
 1,388 1,163 -853 -984 - &82 

External financing 794 -176 -146 -381 728 
1,251
Disbursements 944 313 515 859 


-150 -489 -661 -478 -523
Amortization 


990 154
Domestic financing 594 1,339 	 603 

... -196

Banking systet (net) 	 438 875 620 

370 	 350
Nonbank domestic (net) 150 464 ... 

Memorandum items: 

GDP at current market 
15,070 15,070prices 	 10,746 12,307 13,455 


6.3 6.5 .5.9
Overall deficit/GDP (%) 	 12.9 9.5 


I/ Provisional
 

7
 
Source: IMF, Request for Standby Arrangement, February 1985, p.
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UT. CENTRAL GOVERNMENT EXPENDITURE AND-NET
 

LENDING BY ECONOMIC CLASSIFICATION
 

(Rs Million)
 

1984/85
 

Item 1981/82 1982/83 1983/84-/ Budget Program Percent
 

Current expenditure 2,892 3,223 3,382 3,706 3,749 86.4
 
Expenditure on goods
 

and services 1,335 1,466 1,511 1,686 1,665 38.4
 
Wage and salaries 1,086 1,204 1,300 1,410 1,389 32.0
 

Other purchases of goods
 

and services 248 261 211 276 276 6.4
 

Interest payments 642 773 871 1,005 1,041 24.0
 
Subsidies and other
 
current transfers 915 984 1,000 1,015 1,043 24.0
 

Local governments 119 141 155 155 155 3.6
 

Other domestic 	 796 843 845 860 888 20.5
 

Capital expenditure 	 444 360 364 635 475 10.9 
273 170 164 '363 -- --Fixed capital assets 


Land and intangible
 

assets 21 10 6 20 ..
 
Capital transfers 150 181 194 252 .. ..
 

Local governments 13 5 -- 1 .. ..
 

Other domestic 173 176 194 215 ..
 

Total expenditure 	 3,336 3,583 3,750 4,341 49224 97.3
 

Net Lending 	 341 402 236 117 117 0.4
 

Capital expenditure,
 

net lending 785 762 600 752 592 13.6
 

Tot'al expenditure,
 

net lending 3,677 3,985 3,982 4,458 4,341 100.0
 

1/ Provisional
 

Source: IMF, Request for Standby Arrangement, February 1985, p.45
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28. CENTRAL GOVERNMENT REVENUE AND GRANTS
 
(Rs million)
 

1984/85
 

Item 1981/82 1982/83 1983/84-11 Budget Standby Percent
 

Taxes on income
 
379 395 425 242 432 12.5
and profits 

216 248 271 259 299 8.6
Individual 


Corporate 163 147 154 165 133 3.8
 
Taxes on property 75 85 94 97 106 3.1
 

Land and real estate ... 10 13 15 0.1
 
Land development .. .... 1 1 --


Campements .. .. 3 4 5
 

Estate and gift 9 12 7 8 8
 

Financial transactions 66 73 83 84 91 2.6 
Registration fees 64 70 78 73 79 2.3 

Mortages, etc. 3 3 2 3 3 --

Land transfer -- -- 4 8 9 --

Domestic taxes on goods 
and services 408 498 636 666 661 .19.1 
Excises 263 276 272 282 282 8.2 
Alcohol 167 173 170 174 174 5.0
 

Tobacco 68 71 74 80 80 2.3
 
Matches ............
 

Sugar milling 11 14 12 12 12
 
Miscellaneous 17 18 16 16 16 --

Taxes on Services 79 75 89 96 91 2.6 

Gambling 50 44 52 55 55 1.6 

28 30 36 40 36 1.0Tourism 

1 1 -- --Sugar brokerage 1 


66 64 69 68 68 2.0
Taxes on use of goods 

Business licenses 38 34 
 40 39 43 1.2
 

28 28 29 29 25 0.7
Motor vehicles 
Sales tax on goods -- 83 206 220 220 6.4 

International trade taxes 1,079 1,418 1,616 1,739 1,749 50.6
 

Import duties 689 989 1,162 1,314 1,385 40.0
 

584 654 764 890 925 26.7
Customs duties 

106 335 398 424 460 13.3
Stamp duties 


Export duties 378 416 442 410 348 10.1
 
12 12 12 15 15
Travel tax 


Other taxes-stamp duty 10 11 8 8 8 

Total tax revenue 1,950 2,407 2,779 2,934 2,955 85.4
 

420 394 11.4
Nontax-revenue 272 392 298 

Rent, dividends, etc. 158. 201 132 288 287 8.3
 

6 10 10 0.3
Rent 6 6 

3.4
Bank of Mauritius 86 1450 -- 125 125 


Interest, royalties 42 61 93 112 112 3.2
 
54 40 40 1.2
Dividends 25 33 


Fees, charges, non
95 101 76 2.2
industrial sales 79 94 


Fines and forfeits 9 9 9 9 9
 
21 22 22 0.6
Government pension fund 19 20 


Other nontax revenue 6 8 41 ......
 

Total revenue 2,221 2,799 3,077 3,354 3,349 96.8
 

68 23 52 120 110 3.2
Grants 

3,459 100.0
Revenue and grants 2,289 2,822 3,129 3,474 


j/ Provisional.
 
IMF, Rpatist for Standby Arraniements. February .985..p.l.... U
Source: 
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Monetary poljcy. During CY 1985, the money supply 1984/85 i: expecved to
 
increase 14% to finance increases in GDP and international trade (Table
 
29). Expansion in credit to the private sector is to accommodate growth in
 
investment and production in export and import competing industries. Net
 
credit to the GOM is expected to decline Rs 79 million and private credit
 
to expand 17.5%. Inability to provide sufficient private credit to the EPZ
 
or other manufacturing firms while supplying other demand for credit has
 

29. MONETARY SURVEY 

(Rs million)
 

1983 1984 1985
 
Item June Dec June Dec June Dec
 

Foreign assets net -1,205 -1,520 -1,513 1,247 -1,300 -1,100 
Bank of Mauritius -1,240 -1,635 -1,577 -1,387 -1,355 --

Commercial banks 35 115 63 140 55 --

Domestic credit 6,909 7,553 7,983 8,325 8,456 8,969
 
Net claims on Government 4,226 4,756 L,830 4,905 4,751 4,950
 
Bank of Mauritius 2,887 3,559 3,564 3,569 .. ..
 
Commercial banks 1,339 1,197 1,266 1,336 ..
 

Claimn on private sector 2,683 2,797 3,153 3,420 3,705 4,019
 

Money 5,213 5,427 5,622 6,196 6,400 7,069
 
Money 1,772 1,805 1,725 2,051 .. ..
 
Quasi-money 3,441 3,622 3,897 4,145 .. ..
 

Other items (net asset) 491 605 848 882 750 800
 

8
Source: IMF, Request for Standby Arrangement, February 1985, p.
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30. CREDIT CEILINGS FOR FY 1984/85
 

1984
 

June 1985
 
Item Actual March June Dec.
 

Rs million
 
Credit to Government 4,830 4,606 4,751 4,950
 

Total domestic credit 7,983 8,090 8,456 8,969
 

million
 
New external borrowing
 
commtments of I to 12 years
 

(cumulative to June 30, 1985) 

Level of outstanding
 

borrowing under
 
1 year 30 30 30
 

1/ End of period.
 

2 6
Source: IMF, Request for Standby Arrangement, February 1985, p. .
 

prompted the GOM to introduce credit allocations to ensure edequate
 

credit to priority sectors without excessive overall expansion. Banks
 

must allocate at least 50% of the credit increase outstanding to
 

priority borrowers in Category I which includes the sugar industry,
 
agricultural firms in the EPZ and other manufacturing firms with
 

development certificates, and not more than 25% of the increase in
 

credit outstanding to nonpriority, Category III borrowers including
 

traders and individual consumer and housing borrowers. The net effect
 

will increase credit to the EPZ and nonsugar agriculture more than 30%
 

and to manufacturing firms by nearly 30% while other sectors obtain
 

substantially less. The IMF ceiling limits the increase in credit to
 

GOM from December 1984 to December 1985 to less than 1% (Table 30). 

With inflation of 7.3% in 1984, real interest rates are positive
 

throughout the interest rate structure (Table 31).
 

Imports. The GOM plans to completely liberalize prices and trade. By
 

April 1984, 28 import items that had been banned to protect local
 

industry became subject to quotas of at least 25% of demand. By July
 

1984, quota restrictions on imports with duties of 30% or more were
 

eliminated. Quantitative restrictions and, except for a few basic
 

commodities, price control of imports were eliminated by the end of
 

1984. Only 12 import commodities remain under price control such as
 
goods produced locally by monopolist or oligopolist firms. The
 

foreign exchange system is relatively free of restrictions on payments 
and transfers for current international transactions (see Annex ). 
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31. STRUCTURE OF-INTEREST RATES, 1979-841/
 

Lending
 
Bank of Mauritius
 
Bank rate 

Rediscount facilities 


Commercial banks
 
Prime rate 

Export finance 

Fine commercial rate 


.Commercial rate
 
(traders, small
 
comme. business 


Personal, professional
 
all other accounts 


Mauritius Coop. Central tank
 
Crop loan (short-term) 

Cred. unions, cooperative
 

societies 

Medium-term oan 

Housing societies 

Deposits
 
Savings 

Fixed deposits
 

Up to 3 months 

3 months to 6 months 

6 months to 12 months 

12 months to 18 months 

18 months to 24 months 

24 months to 36 months 

36 months to 48 months 

Over 48 months 


Mortgages
 
Notaries
 

Up to Rs 6,000 (max.) 

Over Rs 6,000 (max.) 


Mauritius Housing
 
Corporation loans
 
Under Rs 35,000 

Over Rs 35,000 


Annual% as of June. 1/ 


1982. 


12.00 

12.25 


14.00 

12.75 

14.00 


19-21 


17-20 


11.00 


17.50 

15.00 

15.50 


10.05-11.5 


11.0-12.5 

11.5-12.75 

12.0-13.0 

12.0-13.0 

12.5-13.5 

13.50 


16.00 

14.00 


12.0-14 

14.00 


1983 1984 /
 

12.00 11.00
 
12.25 11.25
 

14-16 12.00
 
12.75-14.5 11.5-12.0
 

14-20 12-16
 

19-22 16.5-18.0
 

18-21 17.00
 

14.00 12.00
 

16.50 15.50
 
15.00 14.50
 
15.50 14.50
 

9.0-11 8.5-9.0
 

9.25-11.75 9.25
 
9.50-12.0 9.50
 
10.0-12.50 10.0-10.5
 
10.5-13.00 10.5-11.2
 
11.25-14.0 11.25-12.
 
12.0-14.0 12.0-12.5
 
12.5-14.0 13.00
 
12.5-14.0 -

16.0 12-14
 
14.0 14.00
 

12.0-14 12-14
 
14.00 14.00
 

1980 


10.50 

10.75 


11.75 

11.25 

12.50 


17.50 


15.50 


9.50 


10.5-17.5 

14.00 

12.00 


9.00 


9.25 

9.50 

10.00 

10.50 

11.25 

12.00 


16.00 

14.00 


12.0-14 

14.00 


Effective March.
 

1981 


10.50 

10.75 


12.50 

11.25 

12.50 


17.50 


15.50 


9.50 


10.5-11.5 

14.00 

12.00 


9.0-9.5 


11.0-12.5 

9.50 

10.00 

10.50 

11.25 

11.25 


16.00 

14.00 


12.00 

14.00 


Source: Bank of Mauritius, Annual Report 1983, p.81, and IMF, Recent Economic
 
Developments, August 1984, p. 116.
 

http:10.5-13.00
http:10.0-12.50
http:9.25-11.75
http:11.5-12.75
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Balance of payments. Although sugar export receipts are expected to
 
decline SDR 20 million (10%) and external interest payments to increase
 
SDR 	11 million, IMF estimates the current account deficit probably will
 
increase only slightly in 1984/85 to SDR 28 'million (Table 32). The
 
trade balance is expected to remain unchanged because of an increase in 
net 	EPZ exports and a small reduction in other imports. The
 
Eurocurrency loan of SDR 40 million and large disbursements of
 
concessional loans will result in an inflow of public capital of SDR 55
 
million, compared with an outflow ot SDR 6 million last year. The
 
overall balance is expected to have a surplus of SDR 30 million,
 
compared with a deficit of SDR 28 million in 1983/84. Repurchases to
 
IMF 	of SDR 48 million and purchases under the Standby and compensatory
 
financing facility will permit reserves to increase from SDR 11.4
 
million to SDR 30.4 million, 3.6 weeks of imports. Projections for
 
1985/86 and later years are discussed below under Medium-Term Prospects
 
(Table 33).
 

Summary of policy reforms. The following paragraphs summarize policy
 
reforms included in the 1985/86 standby arrangement. I/
 

1. 	Sugar. A change in the export tax structure allowing higher tonnage

exemptions and a shift to marginal tax rates will be implemented before
 
April 30, 1985, retroactive to July 1, 1984. A plan for rationalization,
 
modernization and centralization of sugar mills, which may include
 
closure of certain mills, will be completed and agreed with the World
 
Bank by end-February 1985, and significant progress towards
 
implementation of the plan will be made ,efore June 1985.
 

2. 	Fiscal Policy. As a measure to increase revenue, a 10% surcharge on
 
import taxes was imposed in the 1984/85 budget. Increase in total
 
expenditure held to 4%. In addition, administrative improvements which
 
were made in the past year with the Fund's technical assistance, will
 
continue to be pursued vigorously.
 

3. 	Exchange Rate. Flexible exchange rate policy will continue to be pursued
 
to ensure further improvement in competitiveness.
 

4. 	Wage Policy. The 1984/85 wage discussions were :oncluded with an average
 
settlement being about one-half of the increase in the cost of living
 
index in the previous year. The authorities will continue to pursue a
 
cautious wage policy during the program period.
 

Source: IMF, Request for Standby Arrangement, February 1985, p. 13-14.
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32. BALANCE OF PAYMENTS
 

Item 


Current account 

Me-chandise 


Exports, f.o.b 

Sugar 

EPZ 


Other 

Imports, f.o.b 


Imports, c.i.f. 

Rice and Flour 

Petroleum 

EPZ 


Other -238 

Services (net) 


Tourist receipts 

Transfers 


Public sector capital 

Eurocurrency loans 


Disbursements 

Amortization 


Concessionary loans 

Disbursements 

Amortization 


Private capital flows and
 
erros and ommissions 


Overall balance 

financed by: IMF 


Purchases 

Repurchases 

Reserves (increase) 


Memorandum items:
 
End-of-year reserves 

End-year net reserves
 
in months of imports,
 

c.i.f 
Current account/GDP (%) 

(SDR million) 

1982/83 1983/84 / 1984/85 2i
 

-53 -25 -28
 
-43 -16 -16
 
318 358 367
 
196 200 180
 
100 125 152
 
22 33 35
 

-361 -377 -383
 
-418 -436 -443
 
-36 -32 -31
 
-81 -71 -71
 
-62 -92 -104
 

-240 -237
 
-35 -28 -37
 
39 43 44
 
25 22 25
 

-5 -6 -55
 
-32 -40 15
 
.... 40
 

-32 -40 -25
 
26 34 41
 
39 49 58
 

-12 -15 -17
 

30 3 3
 

-28 -28 30
 
22 13 -19
 
27 33 29
 
-5 -20 -48
 
6 15 -11
 

34 19 30
 

1.0 0.5 0.9
 
-5.2 -2.5 -2.8
 

j/ Provisional. V! Projected. 

Source: IMF, Request for Standby Arrangement, February 1985, p. 10.
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5. 	Credit Policy. Guidelines governing sectoral allocation of credit
 
were implemented in August 1984. Banks are required to allocate at
 
least 50% of credit expansion to high priority sectors and at most
 
25% to low priority sectors. Total credit expansion will not exceed
 
5.9%, implying an increase in private sector credit of 17.5%. A
 
liberal interest rate policy will. be maintained.
 

6. 	Foreien Borrov'ing. Through end-June 1985 no new external commercial
 
loans will be contracted or guaranteed by the government in the 1-12
 
year maturity range and the outstanding amount of short-term (less
 
than one year) external borrowing by the Central Bank will not
 
exceed 30 million at any time.
 

7. 	Exchange and Trade System. An undertaking not to impose new or
 
intensify existing restrictions on trade and payments for current
 
international transactions. Elimination of all remaining
 
quantitative restrictions on imports by end-1984.
 

8. 	Pricing Polic. Except for no more than 12 goods, all maximum price
 
controls eliminated by end-1984.
 

Medium-Term Prospmects
 

Balance of Payments and Debt Service. IMF medium-term balance of
 
payments and debt service projections through 1989/90 assume: (1) sugar
 
output will be maintained at the average volume of 1977/78-1983/84; (2)
 
continued growth in the volume of EPZ imports and exports; and (3) the
 
volume of imports other than rice, flour, petroleum and EPZ inputs will
 
grow 3% annually* These assumptions are consistent with a GDP annual
 
growth rate of 3%.
 

The influence of low sugar prices on the free market and relatively
 
large stocks in producing countries is expected to be minor since most
 
of Mauritius output is sold in protected markets. Debt service
 
estimates assume that gaps are financed on commercial terms and the debt
 
service payments on the gap financing are included.
 

Sugar output is projected to remain at 625,000 tons. No changes are
 
envisaged in the export quotas to the protected markets of the EEC or th
 
U.S. The volume of EPZ exports is projected to rise in 1985/86 by 12%
 
and thereafter by 66% annually. EPZ export prices are assumed to rise
 
in line with world manufacturing prices. The IMF, 1985 World Economic
 
Outlook, assumes a 7.5% annual rise in world manufacturing prices in
 
U.S. dollars and an annual appreciation of the SDR against the U.S.
 
dollar of 3.3.%.
 

Tourism receipts are anticipated to increase 12% annually because of
 
recent competitive gains over other tourism centers. Between 1984/85
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and 1989/90, net receipts on services, excluding investment income, are
 
projected to more than double. The current account deficit is expected :
 
remain modest. On the capital account, the projections assume a progressi'e
 
reduction in Eurocurrency debt. Given amortization payments, net inflow
 
will decline from SDR 49 million in 1985/86 to SDR 34 million.
 

IMF projects a surplus in the overall balance through 1986/87 with small
 

deficits the following three years. Given the sche! led repurchases due :3 
IMF the annual financing gap remains about SDR 30 million from 
1987/88-1989/90. The ratio of debt service payments to exports of goods s-1 
nonfactor services declines from 28% in 1984/85 to 20% in 1986/87. IMF
 
concludes that the balance of payments deficit can be financed without =:fr 
debt service difficulties. The projections allow no build-up of reserveS
 
after 1984/85.
 

33. HEDIUM-TERM BALANCE OF PAYMENTS
 

(SDR million)
 

Item 1984/85 1985/86 1986/87 1987/88 1988/89 ::39/90
 

Current account -28 -20 -21 -23 -26 -25 
Merchandise -16 -1') -12 -17 -21 -26 

Exports f.o.b 367 397 427 457 489 524 
Imports f.o.b -383 -407 -439 -473 -510 -550 

Inyisibles (net) -12 -10 -8 -7 -5 -
Jrvestment income -48 -49 -49 -49 -49 -46 
Tourist receipts 44 48 53 60 67 75. 

Pub. sector capital(net) 55 31 29 17 16 18 

Eurocurrency 15 -18 -9 -17 -17 -17 
Other public 40 49 38 34 33 34 

Private capital flows, 
errors, ommiss~ons 3 4 4 4 4 5 

Overall balance 30 15 12 -2 -6 -2
 
Financed by:
 

IMF -19 -16 -20 -25 -27 -24
 
Purchase 29 28 7 .....
 
Repurchase -48 -44 -27 -25 -27 -24
 

Financing gap -11 1 8 27 33 26 

Sources: IMF, Request for Standby Arrangement, February 1985, p. 21.
 

@4
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34. MEDIUM-TERM DEBT SERVICE
 

(SDR million)
 

.983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90
 
Type
 

Existing debt, assumed
 
inflow of concessionary
 
capital (incl. IMF) 119 41 136 '.16 127 133 130
 
Eurocurrency 52 36 28 18 25 24 23
 

Principal 40 24 17 9 17 17 17
 
Interest 12 12 11 9 8 7 6
 

Other public 2/ 29 39 47 56 64 72. 76
 
Principal 16 17 22 27 33 36 36
 
Interest, charges 13 22 25 29 31 40
36 


Private 5 3 2 2 2 3 3
 
Principal 4 2 1 1 1 2
2 

Interest, charges 1 1 1 1 1 1
 

IMF 3/ 33 63 59 40 35 35 29
 
Repurcahses 20 48 44 27 25 27 
 24
 
Charges 13 15 15 13 10 8 5
 

Additional capital for
 
financing gap 4/ ... .. 1 3 7 
 14
 

Principal ..-- 2 
Interest ...- 1 3 
 7 12
 

Total /2// 119 141 136 117 130 
 139 144
 
Principal 80 91 84 64 76 82 81
 
Interest 39 50 52 53 54 63
58 


Debt service ratio
 
Existing debt, assumed
 
inflow, concessional cap.l/ 24.1 28.0 25.2 19.9 20.3 19.7 17.9
 

On total debt A/ 24.1 28.0 25.2 20.1 20.7 20.6 19.8
 

Memorandum item:
 
Exports of goods and non
 
factor services 494 503 539 582 627 675 728
 

1/ For private and Eurocurrency debt outstanding on December 31, 1984.
 
For other public, currently contracted debt assuming disbursements
 
of concessional loans will increase 4% annually from 1986/87.
 

2/ Excludes repurchases on IMF drawings except for Trust Fund.
 
Includes stand-by arrangement and compensatory financing facility
 

4/ (CFF).

-/ Assuming that the entire financing gap is financed on commercial
 

terms, 8 years maturity, 3 years grace, and 13% interest rate.
 

2 2
 Sources: IMF, Request for Standby Arrangement, February 1985, p. .
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Stra, !L. The objective of the fourth, post-independence developinent 
; plan -for 1984-1986, released in March, is to reinforce structural 

deficits, and,.support growt'hadjustments, redress balance of payments 


with equity.-./ Through export-led jindust rializat ion, tourism, and
 
agricultural diversification, the COM aims to increase for,.'gn exchnge 

the structure for exp-nision of output andearnings and provide 

employment.
 

in ,:h."Since propllc-ts for sugar prices are not encoira, ng either 
producti, ls,'-rket theprotected -El or world market, and since sugar 

not expecteI to exceed 700,000 tons, the manufacturing sector is thu 

best prospect for increasing export earningn and productive 
is under way to attra'Lemployment. An intensive promotion campaign 


foieign direct investment and improve access -o foreign markets and
 

technology. CM industrial policy is to provide Lhe neckssary
 
infrastructural, financial, and fiscal incentiv-s. Tuiri-m i. a i1..jr 

area for expans,on. The objective.i of tourism policy are to inrroa-e 
f1ro:,'the numuber of tourist arrivals, ma:m, forei'gn exchnnge caria1iys 


tourisin , Cruat:'2 dircct and ;indirec t cml loyinneni , and .ncrca s: vatle
 
added.
 

bill is for food, and suarBeeause almost a quarter of the imiport 

export: earnings, are extremely variable, agi.cultural diversificatin o: 
doinestic food hahi.ts'iininto food crops is necessary. However, given 

agro-climatic constraints, it is not possible to produce the bulk of 
rice and flour, which are 35Z of food imports.food needs, especially 


The objective of MDP is to increase self-sufficiency in crops tht ca"
 

be produced locally. Diversification includes production of items,
 

such as flowers and off-season vcietables," for export. COM is 

providing financial and other incentives to small planters to incre.ase 

productiou of horticultural crops. Unemploynient is expected to declin: 

to 15% by 1986.
 

to be Rs 11,/108 million in currentTotal public investment is projected 

terms. Some 25,% is investment in the productive sectors, 62% is for ol 
is for social sector projects.
infrastructure facilities and 13% 

investment was concentrated inDuring the last five years public 

housing and education, at the expense of other sectors. During 

sectoz investment will be reallocated among the variotl:1984-86, public 
support productive sectors and provide infrastucture
sectors to 


facilities to stimulate private investment. 

I/ GOI. 1984-1986 Development Plan (MDP), March 1985. 
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Projections. The HDP plans annual growth of real GDIP of approximately
 
4.5% during 1984-1986, much higher than IMF assumptions (Table 35).
 
Sugar production is projected at 585,000 tons in 1984, 650,000 tons in
 
1985, and 700,000 tons in 1986. The projection assumes no increase in
 
acreage and an increase in yield per hectare to offset any decrease in
 
area under cultivation.Real value-added in manufacturing, excluding
 
sugar milling, in 1983, was 12.8% of GDP at factor cost. Real
 
manufacturing output is projected to grow 7.1% annually with the share
 
of GDP increasing to 16.7% by 1986.
 

The EPZ is the key to growth of manufacturing. At the end of 1983, the
 
EPZ employed 25,526 persons and produced 36% of manufacturing output,
 
which is expected to rise to 44% with 17,000 new jobs created during
 
the plan period. Real EPZ output is expected to grow 13.8% annually.
 
Tourism is projected to grow approximately 10% annually. Since 1979,
 
construction has had negative growth except for 1983. Real value added
 
in construction is expected to grow 3% in 1984, 4% in 1985, and 5% in
 
1986.
 

Real value-added in the service sector in 1983 was over one third of
 
total output. Government and other services are expected to grow 3%
 
annually. In 1983, GOM limited private consumption on final goods and
 
services through wage restraints and measures to reduce imports of 
final goods. Real private consumption expenditure is expected te 
increase 4.5% during 1984 to compensate for the low rise in 1983, but 
slower rates growth are planned for 1985 and 1986.
 

The minimum growth of government consumption expenditure is about 2%
 
annually to finance the annual increase in wages. Final consumption
 
expenditure is expected to grow 5% annually. Aggregate consumption,
 
which was 84% of GDP during 1982-1984, is expected to fall to 81% by
 
the end of 1986. The trend in consumption expenditure is expected to
 
continue and to result in a rise in domestic savings from 17.4% in 1983
 
to 18.4% in 1986.
 

From 1981 to 1983, Gross Domestic Fixed Capital Focmation (GDFCF) in
 
constant 1979 prices fell 6.2% annually. MDP targets included growth
 
of real fixed investment by 6.0% annually, from Rs. 2.1 million in 1983
 
to Rs 2.6 million in 1986 (Table 36). The share of residential
 
construction in total investment has been high. During 1984-1986,
 
investment is L:o be re-directed from housing to more productive
 
sectors.
 

Capital formation in machinery and other equipment-is expected to grow
 
by 5.6% annually, primarily for new machinery, particularly in the
 
sugar industry. Gross domestic fixed capital formation (GDFCF) in the
 
agricultural sector is projected to grow 10% annually.
 



-43

35. GROSS DOMESTIC PRODUCT BY INDUSTRY GROUP, 1982-1986
 

Un mLi.Lon, constant 1982 Prices, 

1984-8( 
Annual 

Industry 1982 V1 1984 ./ 1 2/1983 ./ 1985 1986 growth: 

Agric., hunting, forestry,
 
fishing 1,530 1,363 1,339 1,490 1,620 5.9
 
Sugar 1,140 946 899 029 1,135 6.3
 
Other 390 
 417 440 461 485 5.2
 

Mining and quarrying 17 17 18 18 18 -1.9
 
Manufacturing 1,560 1,552 1,651 767 1,908 7.1
 
Sugar 313 263 258 286 315 
 6.2
 
E.P.Z. 
 449 467 542 596 673 13.8
 
Others 798 822 851 885 
 920 3.8
 

Electricity, gas and water 250 225 236 250 258 
 4.7
 
Construction 625 631 650 676 710 
 4.0
 
Wholesale, retail, restau. 1,290 1,352 1,410 1,482 1,559 4.9
 
Wholesale and retail 1,050 1,102 1,135 1,180 1,227 3.6
 
Restaurants and hotels 240 250 275 302 332 9.9 

Transport, storage, commun 1,1") 1,140 1,186 1,233 1,270 3.7 
Financing, ins, real estate, 
business services 1,765 1,818 1,872 1,929 1,987 3.0
 
Ownership and dwellings 1,275 1,313 1,352 1,394 1,435 3.0
 
Other 490 505 520 535 552 3.0
 

Government services 1,275 1,300 1,326 1,366 1,414 
 2.0
 
Other services 
 596 650 670 689 713 3.1
 

GDP at factor cost 10,020 10,048 10,358 10,900 11,457 4.5
 

! Revised. ./ Provisional.' 1/ Forecast. 

32
Source: GOM, 1984-1986 Development Plan, March 1985, p. .
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360 COMPOSITION OF GROSSDOMESTIC FIXED CAPITAL FORMATION, (GDFCF) 1982-1986
 

(Rs million, constant 1982 Prices)
 

1984-86 

Item 19821 / 19831 / 1984 1985 
Annual 

1986 growth(%) 

Type of capital goods: 
Residential buildings 735 667 681 707 731 3.1 
Non-residential buildings 245 263 318 355 363 12.0 
Other construction works 
(incl. land improvement) 

480 502 512 537 545 2.8 

Transport equipment 
Passenger cars 45 35 36 41 46 9.5 
Other equipment 75 101 88 94 99 -0.6 
Machinery, other equip. 520 599 714 776 797 10.0 

Total 2,100 2,167 2,349 2,510 2,581 6.0 

Industrial use: 
Agric., hunting, forestry, fishing 135 98 116 125 140 13.4 
Mining and quarrying ...... .. .. .. 
Manufacturing 315 334 425 495 528 17.8 
Electricity, gas and water 350 440 349 281 306 -9.3 
Construction 45 31 38 47 51 19.6 
Wholesale, reta .1trade, 

restaurants, and hotels 90 119 126 203 167 12.6 
Transport, storage, commun. 235 301 392 408 404 10.3 
Financing, ins., real estate 
and business services 780 709 729 760 788 3.6 
ownership of dwellings 735 667 681 707 731 3.1 

Producers of government services 80 76 104 121 124 19.2 
Other services 70 59 70 70 73 7.4 

Total 2,100 2,167 2,349 2,510 2,581 6.0 

V. Revised. / Provisional.
 

Source: GOM, 1984-1986 Development Plan, March 1985, pp. 33.
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Capital formation in manufacturing, inclusive of investment in su.gar 
factories, is forecast to absorb some Rs 1,795 million, growing 11.5%
 

annually between 1984 and 1986. Electricity, gas and water is.expected
 

to require less investment as capital-intensive projects started during
 
the previous plan are completed.
 

During the past decade much of capital formiation was in. social 

infrastructure. The public sector invested large amounts in 	 roads, 
investmentelectricity, and water while the private sector concentrated 

on housing. tIDP sLrategy is to cmphasize projects with higher economic 

rateb of return. 

Public Sector Investment Progran (PSIP). The three-year PSIP, 

FY1985--87, aims at providing infrastructure for the directly productive 

sectors and essential public services as an incentive to private 

investors and to increase employment through economic growth. 

Investments for infrastructure constitute more than 50% of the total. 

Of 21 new projects, 11 are extensions of on-going projects or 

of current works. IIRD questions the feasibility of theimprovements 
new 'Ethanol project which has an economic rate of return between 1% and 
4%. 

A key feature of the inew PSIP is restraint in capital spending. The 

PSIP is about 10% smaller, in real terms, than the previous plan. The 

new PSIP plans a 11.6% average annual increase in public "nvestments. 

Macroeconomic policies in 1985 continue recent stabilisation 	policies. 

IBRD recommended that because of limited pubiic sector resources for FY 

1985-89, the increase in capital spending for FY 1985 should be 

postponed one year and the PSIP reduced 10%. An urgent need exists to 

broaden the tax base and increase the elasticity of the tax system. 

More than 80% of tax revenue comes from indirect taxes, i,,porL duties 

providing 47% of tax revenue. Direct taxes which provided 25% of tax 

revenue in 1980/81, now provide less than 20%. Excise taxes arc mostly 
tax is largely evaded. Consolidated
specific and the personal income 


public revenues are expected to increase 51.1% from 1984/85 indicating 

slight improvement in the revenue elasticity, and a real average annual 

growth of 3.9%. 
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financial surplus of the non-financial public enterprises before
The 

Rs 45 million in

subsidies has improved in recent years, rising from 

1980-81 to Ps 157 million in 1983/84, mainly because of a few 
the Marine

parastatals the Central Electricity Board, Mauritiu.s; 

the National Transport Corporatior.Authority, the SL igr Terminal, 
and Civil Aviation which have had

the Post aild Telecommunication, 


operating surpluses. Most other parastatals continue to have
 

deficits and COM subs-idies.
 

37. PUBLIC SECTOR INVESTHENT PROGRAM, FY 1984-86 

(Rs million)
 

1984-86 Percent
1981-83 Percent
Sector 


Agri-culture, co-op.,
 
457 15.0 705 16.0

rural development 
93 3.0 414
Industry and tourism 

9.4
 
438 10.0
249 8.2
Water 


and urbanSewerage 
42 1.4 69 1.6 

infrastructure 
693 22.7 413 9.3
 

Energy 

182 4.1108 3.5Telecomunicat ions 
392 9.0
103 3.5
Roads, road trans. 

244 5.5
261 8.6
Hlousing 


3.2
2.4 142
73 
 3.6
Education 56 1-.8 159 

-Health 

97 2.2
68 2.2"
Port development 

6.1
1.3 271


Airport development 39 


Development works,
 
882 20.0 

other cap. projects 797 26.2 


3, 039 100.0 4,408 100.0 
Total 


GOM, 1984-1986 Development Plan, March 1985, p. 
50.
 

Source: 




-47.-

Sugar price prospects. International sugar prices declined froi
 

cents per pound in 1980 to 3.55 cents in January 1.98528.67 
(Table 38). After the sharp fall in production in 1980, world 

production of centrifugal sugcar increased substantially to a 
The price rally
100 million tons in 1982. 


from reports from many sugar-producing areas
 
record level of over 


in 1983 resulted 

that 1983/84 output would be substantially reduced. Production 

in Western Europe recovered and the actual reduction was 
only 5 

million tons.
 

Consumption has been growing slowly even with low world prices,
 

partly because consumers are restricted fromi free market prices
 

The major part of th
particularly in the industrial countries. 


growth in consumption is in Asia. Consumption in Western Europ 

North America it has declined bccausehas been static, while in 
above normal-of substitute sweetners. World stocks ire well 

of production increasing Fist:er 'than consumption.because 
Increases in consumption wil I not reduce stocks to normal level 

quickly. For a near--terxm return to normtal world stocks, 
either from na.tural diaster orproduction must be reduced, 

countries. The halt t
reduction in priaze supports in prcducing 

the increase in no;ninal farm prices in 1984/15 under the EEC
 

may help. However, IRt)
Common Agricultural Policy (CAP) 

the world free market price will continue to b
anticipates that 


low because of the highage of pLoduction and consunption whicb 

is outside from the influence of market prices because of 

.domestic policies. 

world's sugar markets from internatiorIsolation of most of the 

trade makes the world free market price extremely unstable. MIL 

ment. to shocks on domestic markets are channeledof the..adju 


oflto the world free market. Sugar prices will continue to
 

natural disasters which are
fluctuate widely because of 

impossible to predict. Estimates of price recovery range from 

1985 to 1987. Prices will recover whien stock levels, which wei 

reduced to 23-25 million totabout 40 million tons, in 1984 are 




38. SUGAR PRICES
 

(cents/ib) 

Year EEC 21 Index Caribbean(N.Y.) Index 

1960 5.54 25.1 3.13 10.9 
1961 5.63 25.5 2.92 10.2 
1962 5.63 25.5 2.98 10.4 
1963 5.74 26.0 8.51 29.7 
1964 5.74 26.0 5.87 20.5. 
1965 5.82 26.4 2.12 7.4 
1966 5.94 26.9 1.87 6.5 
1967 5.86 26.5 2.00 7.0 
1968 5.09 23.0 1.99 6.9 
1969 5.09 23.0 3.39 11.8 
1970 5,09 23.0 3.76 13.1 
1971 5.16 23.4 4.53 15.8 
1972 6.79 30.7 7.48 26.1 
1973 6.66 30.2 9.62 33.5, 
1974 10.66 48.2 29.94 104.4 
1975 15.44 69.9 20.56 71.7 
1.976 13.39 60.6 11.56 40.3 
1977 1I.01 63.4 8.11 28.3 
1978 15.91 72.1 7.82 27.3 
1979 19.29 87.4 9.66 33.7 
1980 22.09 100.0 28.67 100.0 
1981 18.93 85.7 16.89 58.9 
1982 18.1.2 82.0 8.41 29.3 
1983 17.57 79.5 8.47 29.5 
1984 16.04 72.6 5.20 18.1 
1985(2) 13.41 60.7 3.70 12.9 

1/ 	 Negotiated export price for sugar from ACP
 
countries to EEC under the Sugar Protocol
 
of the Lome Convention.
 

Source: IMF, 	International Financial Statistics,
 
April 1985, pp.7 6-77 and 1984
 
Yearbook, pp. 130-31, 134-35.
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Sugar substitutes are also reducing the imnact of low sugar prices on
 

ar the major sources of
consumption. As developing countries 

their demand Is more income and price elastic,
consumption growth and as 


faster consumption growth in the medium term, with recovery in
 

developing country incomes, will contribute to increasing sugar prices.
 
the 1984/85, no
Given world production of close to 100 million tons for 

Since stocks are higherreduction in stocks is likely chrough mid-1985. 

than previously estimated IRD expects sugar prices will not change 

futures prices indicate that prices are unlikely to recoveriruch. Sugar 
significantly in 1985 or 1986 Table 39).
 

39. SUGAR FUTURES PRICES
 

NYCSCE Index 
Year/month (cents/lb) (1980=100) 1/ 

1985
 
May 3.74 13.0 

July 3.90 13.6 

September 4.06 14.2
 

October 4.19 14.6
 

1986
 
January 4.66 16.3
 

March 5.08 17.7
 

May 5.32 18.6
 

July 5.51 19.2
 

1/ Caribbean (N.Y), 1980=28.67.
 

Source: Herald Tribune, April 10, 1€
 

http:1980=28.67
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ANNEX : FOREIGN EXCHANGE SYSTEM i 

The Mauritian rupee is pegged to an undisclosed,
Exchange Arrangement. 

of major partner countries' currencies. The Banktrade-weighted basket 

of Mauritius applies margins of 1.125% to the buying rate of 0.25% to
 

the selling rate in respect of exchange transactions in French francs,
 

sterling, and U.S. dollars, based on the fixed peg to the basket of
 

currencies. On December 31, 1983 the buying and selling rates of the
 

Bank of Mauritius were Rs 18.4233 and Rs. 18.4933, respectively, per Rs
 

12,7066 and Rs 12,7533, respectively, per US l, and Rs 1.5200 and Mau Rs
 

franc. Commercial banks are authorized to
1.5333, respectively, per one 

deal in the French franc, sterling, and the U.S. dollar at rates based
 

on the rates quoted by the Bank of Mauritius for these currencies.
 

Margins allowed between buying and selling rates for commercial banks
 

are 1% for transactions in pound sterling, 1.5% for the U.S. dollar, and
 
Commercial banks'
2.2% for telegraphic trans7ers in the french franc. 


buying and selling rates for other foreign currencies are determined by
 

an appropriate cross rate in the London market and the cost of forward
 

cover in appropriate cases. Forward exchange facilities are provided by
 

the Bank of Mauritius for industries operating in Export Processing Zone 

and for banks engaged in foreign borrowing for on-lending to the sugar 

sector. The maximum period for forward cover is six months; the forward 

rates are based on a uniform margin of 3% a year. A sLamp duty of 45% 

is applied to outward transfers of capital (other than banking funds) 

and purchases of gold coin and gold bullion. 

by the Bank ofAdministration. Exchange control is administered 
it by the Financial Secretary. TheMauritius under power delegated to 


all current payments in in turn
authority for approving virtually 
delegated to the commercial banks. The Ministry of Trade and Shipping
 

is responsible for the issue of import and export permits, where
 

required.
 

Definition. Mauritius distinguishes between countries in the former
 

sterling area and external account countries. Payments to residents of
 

former sterling area countries may be in rupees to a sterling area
 

Account in Mauritius of in any currency of the former sterling area.
 

Payments form residents of the former sterling area may be received in
 

rupees from sterling area account in Mauritius or in any currency of the
 

former sterling area. Payments to residents of countries outside the
 

former sterling area may be made ia rupees to a sterling area account or
 

an external account in Mauritius, in sterling to an external account in
 

1/ IMF, Annual Report on Exchange Arrangements and Exchange
 
Status of regulations on
Restrictions, 1984, pp.3

27-9. 

December 31, 1983.
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Mauritius, in sterling to an external Account in the United Kingdom, or
 
in any non-sterling area currency. Payments form residents of
 
countries outside the former sterling area may be received rupees from
 
an external account in Maurituis, in sterling from an external account
 
in the United Kingdom, or in any non-sterling area currency. 

Nonresident Accounts. There are two main types of nonresident 
accounts- sterling area accounts and external accounts. 
Sterling area accounts, which may be opened by persons and firm 
resident in countries of the former sterling area may be credited with: 
(1) authorized payments by residents of Mauritius; (2) any transfers
 
from other Sterling Area Accounts; (3) any payments from External
 
Accounts held in Mauritius or elsewhere in the former Sterling Area;
 
and (4) the proceeds of the sale to an authorized dealer or any foreign
 
currency or gold by nonresidents of Mauritius. They may be debited for
 
(1) payments for residents of the former Sterling Area to residents of
 
Mauritius; (2) transfers to other Sterling Area Accounts; (3) transfers
 
to external accounts in Mauritius or elsewhere in the former sterling 
area in respect of which the permission of the exchange control
 
authorities in the appropriatu country has been given; and (4) the cost
 
of purchase of any former Sterling Area. 

External accounts a,y be opened by persons and firms resident outside 
both Mauritius and the former Sterling Area. They may be credited 
with: (1) authorized payments by residents of Mauritius; (2) payments 
from sterling area accounts in respect of which the permission of the 
exchange control authorities of the appropriate country has been given;

(3) any transfers from other external accounts; and (4) the proceeds of 
the sale to an authorized dealer of any non-sterling area currency or 
gold by nonresidents of Mauritius and the forner sterling area. they 
may be debited for (1) any payments to residents of Mauritius; (2) any 
transfers to sterling area accounts; (3) any transfers to other
 
external accounts; and (4) the cost of purchase of any foreign currency
 
or gold.
 

In addition to the above, there are also blocked accounts to which are
 
credited funds owned by persons and firms resident outside Mauritius
 
and realized from investments made by them prior to April 5, 1966, as
 
well as funds representizig emigrants' assets in excess of Mau Rs
 
100,000. Such accounts may be credited with payments by residents of
 
Mauritius that have been specially authorized for credit to a blocked 
Account and may be debited for certain specified transactions. Funds
 
from blocked accounts may, with approval, be invested in Mauritius.
 
Upon the realization of such investments, the proceeds are directed
 
once more to Blocked Account.
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Imports and Import Payments. Importers must be licensed under the 
licen:se ordinance. Under the Supplies (Control of Imports) Regulations 
of 1982, all imports other than goods exempted or prohibited, as
 
specified in the third and fourth schedules, respectively, require
 
import permits from the Ministry of Trade and Shipping; the permits for 
certain items in the first schedule ("controlled goods") that are 
manufactured locally or considered as luxuries are subject to 
quantitative restrictions. Im~port permits are granted automatically 
for most other items in the first and second (phan;aceutical products) 
schedules. In addition to an import license, importers must apply for 
exchange control approval to make the corresponding import payments,
 
subject to compliance with the prescription of currency regulations.
 
Certain imports are subject to customs surcharges, and a stamp duty of 
12% based on the c.i.f. value is levied on most import. Importers of 
goods of lower priority may not avail themselves of suppliers 'credits, 
and local commercial banks are prohibited from extending credit for 
such imports. The contracting of suppliers' credit of more than 90 
days' duration in respect of other categories of imports requires the 
prior approval of the Bank of Mauritius, except for imports effected by 
companies holding a development certificate or by companies in the
 
Export Processing Zone. 

Payment for Invisibles. Payment for invisibles related to imports 
require the prior approval of the exchange control authorities. 
Foreign exchange for other purposes, such as foreign travel, may be 
provided up to specified limits by the commercial banks without prior
 
reference to the exchange control authorities. The basic travel 
allowance is the equivalent of 400 pounds sterling a person for every 
two calendar year,. for travel to any count'y. There is a 10% tax on 
all international air tickets purchased by Mauritian residents. The 
allowance for business travel is the equivalent of 50 pounds sterling a 
day. Applications for exchange for business travel are examined by the
 
Bank of Mauritius. "There are established limits for payments and
 
transfers to former Sterling Area countries and to non-Sterling Area
 
countries in respect of family support, salary remittance by
 
non-Mauritian nationals, trade commissions, subscriptions to clubs and
 
societies, publishing rights, advertising outside Mauritius, royalties,
 
professional and technical services, education, and leave salaries.
 
Applications for amounts exceeding the standard allocations may be
 
submitted to the exchange control authorities.
 

Residents and nonresident travelers may take out Mau Rs 350 in domestic
 
currency Resident travelers may take out foreign currency notes up to
 
the amounts of their travel allowance. Nonresident travelers may take
 
out any foreign currency declared upon entry.
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Exports. Exports of: (1) articles made wholly or partially of gold,
 
platinum, or silver: (2) diamonds, precious and semiprecious stones,
 
pearls, and articles mounted with these; and (3) works of art, are 
prohibited, unless permission is obtained from the Financial 
Secretaiy. All exports valued at more than ],- 1,000 and all exports of 
food products valued at over Rs 50 requirc a license from the Ministry 
of Trade and Shipping. Exports of certain foodstuffs, including 
fruits, are controlled. The Mauritius Sugar Syndicate is the sole 
exporter of sugar. A tax ranging from 6% to 13.5%, plus a surcharge of 
75% thereon, is levied on the f.o.b. value of sugar exports. All 
export proceeds in any currency other than Mlauritian rupees must be 
offered for sale to an authorized dealer. However, permission may be 
given to large export-import companies to retain export proceeds for a 
reasonable period of time to meet payments for imports. Exports of 
knit shirts and sweaters of cotton, wool, and man-made fibers to the 
United States are effected under a bilateral export restraint agreement 
covering the period up to September 30, 1995. 

Proceeds from Invisibles. Receipts from invisibles in any currency 
other than Mauritian rupees must be offered for sale to an authorized 
dealer. There is no limitation on the amount of foreign currency notes 
and coin that may be imported, but not more than Rs 700 in domestic 
currency notes and coin may be imported by travelers. 

Capital. Inward transfers of capital are not restricted. Outward 
transfers of capital are subject to certain restrictions. Nonbank 
residents of Mauritius may, subject to permission, transfer a 
reasonable amount of capital to any country; transfers are subject to 
the stamp duty of 45' and, if directed toward a country outside the 
former Sterling Area by a resident of the former Sterling Area, require 
the prior approval of the exchange control authorities of the former 
Sterling Area country concerned. Foreign-owned companies may freely 
transfer abroad dividends, profits, and interest on capital. 
Permission for repatriation of capital is not granted for capital
 
brought in before April 5, 1966, irrespective of the country of origin,
 
but,in normal circumstances, it is the country of origin, but, in
 
normal circumstances, it is given for capital brought in on or after.
 
that date. Proceeds from the sale, liquidation, etc., of foreign
 
capital that may not be repatriated must be credited to Blocked
 
Accounts. 

Emigrants may take out, at the official rate of exchange and free of
 

stamp duty, the equivalent of Rs 100,000 from their Mauritian assets
 
when emigrating to any country; this facility is available upon
 
redesignation as a nonresident, which occurs upon departure. The
 
balance of an emigrant's funds must be credited for an indefinite
 
period to a Blocked Account; any releases that may be approved for
 
transfer abroad are subject to payment of the 45% stamp duty. Persons
 

emigrating I m Mauritius are not entitled to draw their personal
 
travel allowance in addition to the emigration facilities.
 



Residents other than the monetary authorities are permitted to
Gold. 

hold gold numismatic purposes (including commemorative gold coins of Rs
 

200 and Rs 1,000) or as personal jewelry and ornaments. Th. import and
 

export of monetary gold are prohibited, except when made by the
 

monetary authorities. Imports of gold for industrial purposes are
 

subject to a quota and specific import permit. Exports of article made
 

other than jewelry constituting thewholly or partially of gold, 
personal effects of a traveler, are prohibited. Payments in respect of 

coin and gold bullion are subject to temporaryprivate imports of gold 
customs surcharges. 



ACTIONI MEMORANDUM FOR THE DIRECTOR, REDSO/ESA 

FROM: 3.~ Dern1_so ry* oJect Development Off ider 

SUBJECT: Mauritius - Approval of PAIP Fnr 1V 1qRI CnmMrfli4
import Program (642-K-604) 

PROBLEM Your approval of the Program Assistance Initial
 
Proposal (PAIP) for the FY 1985 Mauritius Commodity Import
 
Program ($4.0 million) is required to permit development of the
 
authorizing document for the program, the Program Assistance
 
Approval Document (PAAD).
 

' 
DISCUSSION Commodity Import Programs have been successfully 
used to provide assistance to the Government of Mauritius (GOM) 
for the past three years. The basic problrms addressed by 
these programs have been the GOM's difficu'Lt balance of 
payments position, low foreign exchange reserves, and budgetary 
"problems. Further, the CIPs support the GOM's comprehensive 
structural adjustment program which has introduced reforms that 
are strengthening ma:ket forces and the private sector in the 
economy. All three CIPs have provided funds for the purchase 
of edible oil by the private sector firm, Mauritius Oil 
Refineries. This company has deposited in a special account 
the rupee equivalent of the dollar value of the oil which has 
been used for Lhe three main development objectives of AID: 

1. 	To support agricultural diversification and sustainable
 
food policies;
 

2. 	to promote private sector activities in areas such as
 
export processing, manufacturing, services and tourism; and
 

3. 	to assist the GOM to provide essential services (e.g. water
 
supply) to the poorest elements of the population.
 

The same approach and objectives are planned for the FY 1985
 
program. The proposed activities are described in detail in
 
the attached PAIP for the CIP. Also attached is the approval
 
of a categorical exclusion for the Initial Environmental
 
Examination.
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RECOMMENDATION: That, in accordance with the authority
provided in State 4055, you approve the Mauritius FY 85 CIP '
 
PAIP. 

APPROVED 11 

DISAPPROVED___ 

DATE: , ir ',,g

-Attachments:
 

FY 1985 CIP PAIP
 
State 4055
 
Draft IEE and State 60950
 

Clearances:
 

RLA: K. Hansen (draft)
RSO: L. Dunn (draft)
 
RFMC: G. Eidet (draft)

PROJ: J. Graham (draft)

Econ: H. Smith (draft)
 
D/Dir: A. Fell
 
AuEmbassy: Port Louls 00703
 



MAURITIUS COUNTRY CHECKULIST
 

Listed below are statutory
 
criteria applicable generally to
 

FAA 	funds, and criteria applicable
 

to individual fund sources:
 
Development Assistance and Economic
 
Support Fund.
 

A. 	 GENERAT, CRITERIA FOR COUNTRY 
ELIGIBILITY 

1. 	 FAA Sec. 481; FY 1985 Continuing
 
Resolution Sec. 528. Has it been
 

determined or certifiei to 

the 	Congress by the President
 

that 	the government of the 
recipient country has failed to 
take 	adequate measures or steps 
to prevent narcotic -A P ycbo
tropic drugo, or other controlled 

substances (as listed in the
 
schedules in section 202 of the 

Comprehensive Dru- Abuse and Pre
vention Control Act of .97].) 
which are cultivated, produced or
 
processed illicitly, in whole or 

in part, in such country or trans
ported through such country, from 

being sold illegally withiu the 

jurisdiction of such country to 
United States Government personnel 

or their dependents or from entering 

the United States unlawfully? 

2. 	 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) the debt is not
 

U-6.-604
ANNE

No
 

1b7
 



denied or contested by such
 
government?
 

3. FAA Sec. 620(e)(1). If 
assistance is to a govern
ment, has it (including 
government agencies or 
subdivisions) taken any 
action vhich has the effect of 
nationalizing, expropriating, 
or otherwise seizing ownership 
or control of property of 
U.S. 	 citizens or entities 
beneficially owned by them
 

without taking steps to
 
discharge its obligations
 
toward such citizens or
 
entities?
 

The GOM is not a communist
4. 	 FAA Sec. 620(a), 620(f), 
620(1)); FY 1985 Continuing Country and no assistance 

Resolution Sec. 512 and 5].3. Is will be provided to the 

recipient country a Communist country? countries listed. 

Will assitncc be provided 
to Angola, Cambodia, Cuba,
 
Lao,,, Victnalm, Syria, Libya,
 
or South Yemlen? Will
 
assistance be provided to
 
Afghanistan or Mozambique
 
without a waiver?
 

5. 	 FAA Sec. 620(j). Has the No
 

country permitted, or failed
 
to take adequate measures to
 
prevent, the damage or 
destruction by mob action
 
of U.S. property?
 

Has the 	 No, there is an OPIC
6. 	 FAA Sec. 620(1). 

agreement with Mauritius.
country failed to enter 


into an agreement with
 
OPIC?
 

No
7. 	 FAA Sec. 620(o); 

Fishermen's Protective
 
Act of 1967, as amended,
 

Sec. 5. (a) Has the
 
country seized, or
 
imposed any penalty or
 
sanction against, any
 



U.S. fishing activities 
in international waters? 

(b) If so, has any N/A' 
deduction required by 
the Fishermen's 
Protective Act been made? 

8. FAA Sec. 620(q); FY 1985 
Continuing Resolution Sec. 518. 
(a) Has the government (,a): No
of the recipient country been 
in default for more than six 
months on interest or 
principal of any AID loan to 
the country? (b) Has the (b)'No 
country been in default for 
more than one year on 
interest or principal on 
any U.S. loan under a program 
for which the appropriation 
bill (or continuing resolution) 
appropriates funds? 

9. FAA Sec. 620(s). If Yes, -taken into account 
contemplated assistance by the Administrator at 
is development loan or the time of approval of 
from Economic Support Fund, Agency OYB. 
has the Administrator taken 
into account the amount of 
foreign exchange or 
other resources which the 
country has .pent on military 
equipment? (Reference may be 
made to the annual "Taking 
into Consideration" memo: 
"Yes, taken into account by 
the Admninistrator at time 
of approval of Agency 0YB". 
This approval by the 
Administrator of the Operational 
Year Budget can be the basis for 
an affirmative answer during 
the fiscal year unless 
significant changes in 
circumstances occur.) 

10. FAA Sec. 620(t). Has the so 
country severed diplomatic 



relations with the United
 
States? If so, have they
 
been resumed and have new
 
bilateral assistance
 
agreements been negotiated
 
and entered into since such
 
resumption?
 

11. 	FAA Sac. 620(u). What is imaurimius payments
 
the payment status of the to the UN are up to date.
 
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? (Reference may be made
 
to the Taking into Consideration 
memo.)
 

12. 	 FAA Sec. 620A; FY 1985 No
 
Continuing Rosolution Sec. 
521. Has the country
 
aided or abetted, by granting
 
sanctuary from prosecution
 
to, any individual or group
 
which has committed an act of 
international terrorism?
 
Has the country aided or
 
abetted, by granting
 
sanctuary from prosecution
 
to, any individual or group
 
which has comitted a war
 
crime?
 

13. 	 FAA Sec 666. Does the No
 
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?
 

.4. FAA Sec. 669, 670. Has No
 
the country, after August
 
3, 1977, delivered or
 
received nuclear enrichment
 



or'reprocessing equipment,
 
materials, or technology,
 
without specified arrangements
 
or safeguards? 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? (FAA Sec.
 
620E 	permits a special waiver
 
of Sec. 669 for Pakistan).
 

15. 	 ISDCA of 1981 Sec. 720. Was Representatives from 
the country represented at the Mauritius attended this 
Meeting of Ministers of Foreign session at the General 
Affairs and Heads of Delegations Assembly. Their actions 
of the Non-Aligned Countries to have been recorded by US*: 
the 36the General Assembly and these have been taken 
of the U.N. of Sept. 25 and into account by the AdminZ3
28, 1981, and failed to tration in evaluating 
disassociate itself 	 Mauritius eligibility fo

from the communique issued? foreign assistance. 
If so, has the President 
taken it into account?
 
Referene may be taken into 
Consideration memo.)
 

16. FY 1985 Continuing Resolution 	 The grant will not be use! 
If assistance is from the 	 for population activities.
 
population functional account,
 
does 	the country (or organi
zation include as part of its
 
population planning programs
 
involuntary abortion?
 

17. 	 FY 84 Continuing Resolution. Has the No
 
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. 	FUNDING SOURCE CRITERIA FOR
 
COUNTRY ELIGIBILITY
 

1. 	 Development Assistance
 
Country Criteria
 

a. FAA Sec. 116. Has the N/A
 
Department of State
 



determined that this
 

government has engaged in
 
a consistent pattern of
 

gross violations of
 
internationally recognized hums
 

rights? If so, can it be
 
demonstrated that contemplated
 

assistance will directly
 
benefit the needy?
 

2. Economic Support Fund
 

Country Critcri.a 

FAA Sec. 502B. Has it No
 

been determined that the
 

country has engaged in a
 
consistent pattern of
 

gross violations of
 
internationally recognized
 
human rights? If so, has
 

the country made such
 

significant improvemeniz
 
in its human rights record
 

that furnishing, such 
assistance is in the
 

national interest? 



2. 	 Development Assistance Project
 
Criteria (Loans only)
 

a. 	 FAA Sec. 122(b).
 
Information and conclusion
 
on capacity of the country
 
to repay the loan, at a
 
reasonable rate of interest. 


b. FAA Sec. 620(d). If 

assistance is for any
 
productive enterprise which
 
will compete with U.S..
 
enterprises, is there an
 
agreement by the recipient
 
country to prevent export
 
to the U.S. of more than
 
20% of the enterprise's 
annual production during
 
the life of the loan?
 

3. 	 Economic Support Fund 
Project Criteria 

a. FAA Soc. 53](a). Will 

this assistance promote 

economic and political 

stability? To the 

extent possible, does 

it reflect the policy 

directions of FAA Section 

102?
 

b. FAA Sec. "531(c). Will 

assistance under this chaptei
 
be used for military, or
 
paramilitary activities?
 

c. FAA Sec. 534. Will ESF 

funds be used to finance
 
the construction of the
 
operation or maintenance of,
 
or the supplying of fuel for,
 
a nuclear facility? If so,
 
has the President certified
 
that such use of funds is
 
indispensable to non
proliferation objectives?
 

N/A
 

NA
 

Yes, through the provision
 
of foreign exchange, local
 
investment and employment
 
generation economic and
 
political stability will be
 
promoted in accord with the
 
policies of the FAA.
 

No
 

No
 



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



5C(2) PROJECT CHECKLIST
 

Listed below are statutory criteria
 
applicable to projects. This section
 
is divided into two parts. Part A.
 
includes criteria applicable to all
 
projects. Part B. applies to projects
 
funded from specific sources only:
 
B.1. applies to all projects funded
 
with Development Assistance loans,
 
and B.3. applies to projects funded from
 
ESF.
 

CROSS REFERENCES: IS COUNTRY
 
CHECKLIST UP
 
TO DATE? HAS
 
STANDARD ITEM
 
CHECKLIST BEEN
 
REVIEWED FOR
 
THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 	 FY 1985 Continuing Resolution 
Sec. 525; FAA Sec. 634A; Sec. 
653(b). 

(a) 	Describe how auithorizing 

and appropriations committees 

of Senate and House have been 

or will be notified concerning 

the project; (b) is assistance 

within (Opertional Year Budget) 

country or international
 
organization allocation
 
reported to Congress (or
 
not more than $1 million
 
over that amount)?
 

2. 	 FAA Sec. 611(a)(1). Prior
 
to obligation in excess of
 
$100,000, will there be
 
(a) engineering, financial
 
or other plans necessary to
 
carry out the assistance and
 
(b) a reasonably firm
 
estimate of the cost to the
 
U.S. 	of the assistance?
 

Set forth in
 
Congressional Presenta
tion 1985, Annex I, Africa,
 
pp 225. Yes, the funds are
 
within the AID allocation
 
made to Mauritius.
 



3. FAA Sec. 611(a)(2). If further 
legislative action is required 
within recipient country, what 
is basis for reasonable 
expectation that such action N/A 
will be completed in time to 
permit orderly accomplishment 
of purpose of the assistance? 

4. FAA Sec. 611(b); FY 1935 
Continuing Resolution Sec. 501. 
If for water or water-related 
land resource construction, 
has project met the 
standards and criteria as set 
forth in the Principles and 
Standards for Planning Water N/A 
and Related J.and Resources, 
dated October 25, 1973, 
or the Water Resources Planning 
Act (42 U.S.C. 1962, et seq.)? 
(See AID Handbook 3 for new 
guidelines.) 

5. FAA Sec. 611(e). If project is N/A 
capital a sistance (e.g., 
construction), and all U.S. 
assistance for it will exceed 
$1 million, has Mission Director 
certified and Regional Assistant 
Administrator taken into 
consideration the country's 
capability effectively to 
maintain and'utilize the 
project? 

6. FAA Sec. 209. Is project 
susceptible to execution 
as part of regional or No 
multilateral project? 
if so, why is project 
not so executed? Information 
and conclusion whether 
assistance will encourage 

regional development 
programs. 

7. FAA Sec. 601(a). Information 
and conclusions whether project 
will encourage efforts of the 



country to: (a) increase the 

flow of international trade; 

(b) foster private initiative 


and competition; and 


(c) encourage development and 


use of cooperatives, and credit 


unions, and savings and loan 


associations; (d) discourage 

monopolistic practices; (e) improve 

technical efficiency of industry, 
agriculture and commerce; and 

(f) strengthen free labor unions. 

8. 	 FAA Sec. 601(b). Information and
 

conclusions on how project will 


encourage U.S. private trade and 


and investment abroad and 


encourage private U.S. participation 


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

9. 	 FAA Sec. 612(b), 636(h); 
FY 1985) Rti nuin tesoution 

Sec. 50',7. 1escribe steps 
taken to L:wsure that, to the 

maximum extent possible, the 

country is contributing local 
currencies to meet the cost of 

contractual and other services,
 

and foreign currencies onled 
by the U.S. are utilized in 

lieu 	of dollars.
 

10. 	 FAA See. 612(d). Does the U.S. 

own excess foreign currency of 

the country and, if so, what 
arrangements have been made for 
its release?
 

11. 	 FAA Sec. 601(e). Will the
 

project utilize competitive
 

selection procedures for the 


awarding of contracts, except
 

where applicable procurement
 

rules allow otherwise?
 

12. FY 1985 Continuing
 

Resolution Sec. 522. If
 

(a) Yes, through US imports
 
of edible oil. (b) Yes,
 
through local currency
 
programs for business
 

devclopment. (c)&(f)
 

The program will have no
 

direct impact on labor
 

unions, cooperatives, credit
 

unions or S&L Associations.
 
)d)&(e) The private sector
 
activities of the local
 

currency program will 
encourage competition
 
and efficiency.
 

The CIP will encourage
 
the purchase of US
 
edible oil through the
 

private sector.
 

Phe US owns no foreign 
.urrencies in Mauritius
 
rindto the maximum extent
 

?ossible Mauritius is
 
iontributing to the CIP.
 

No
 

Yes
 



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, similar or competing 
commodity? 

13. FAA 118(c) and (d). Does 
the project comply with 
the environmental procedures 
set forth in AID Regulation 16?. 
Does the project or program take 
into consideration the 
problem of the destruction 
of tropical forests? 

Yes 

N/A 

14. FAA 121(d). If a Sahel 
project, has a determination 
been mride that the host 
government has an adequate 
system for accounting for 
and controlling receipt and 
expenditure of project 
funds (dollars or local 
currency generated therefrom)? 

N/A 

15. FY 1985 Continuing Resolution. 
Sec. 536. Is disbursement 
of the assistance conditioned 
solely on the basis of the 
policies of any multilateral 
institution? 

FUNDING CRITERIA FOR PROJECT 

1. Development Assistance 
Project Criteria 

a. FAA Sec. 102(b), 111, 
113, 281(a). Extent to 
which activity will (i) 



effectively involve the 
poor in development, by
 
•extending access to
 
economy at local level, 
increasing labor-intensive
 
production and the use of 

appropriate technology,
 
spreading investment out
 
from cities to small towns 

and rural areas, and
 
insuring wide participation
 
of the poor in the benefits
 
of development on a sustained
 
basis, using the appropriate
 
U.S. institutions; (ii) help
 
develop cooperatives,
 
especially by technical 
assistance, to assist rural
 
and urban poor Lo help
 
themselves toward better life,
 
and otherise encourage
 
democratic private and
 
local. governmental
 
institutions; (iii) support
 
the self-help efforts of
 
developing countries; (iv) promot.e 
the pnrticipation of women in the 
,.iational economies of developing 
countries inid the improvement 
of women's statu.vj; and (v) utilize 
and encourage regional cooperation
 
by developing countries? 

b. FAA Sec. .03, 103A, 1.04, 105, 
106. Does the project fit the 

criteria for the type of funds
 
(functional account) being used?
 

c. FAA Sec. 107. Is emphasis on
 
use of appropriate technology
 
(relatively smaller, cost-saving,
 
labor-using technologies that
 
are generally most appropriate 

for the small farms, small
 
businesses, and small incomes
 
of the poor)?
 

d. FAA Sec. 110(a). Will the
 
recipient country provide at 

1east 25% of the costs of the
 

N/A 

N/A
 

N/A
 

N/A
 

http:statu.vj


program, project, or activity 
with respect to which the 
assistance is to be furnished 
(or is the latter cost-sharing
 
requirement being waived for a
 
"relatively least developed"
 

country)?
 

e. FAA Sec. 110(b). Will grant 
capital assistance be disbursed 
for project over more than 
3 years? If so, has 
justification satisfactory to 
Congress been made, and efforts 
for other financing, or is the 
recipient country "relatively 
least developed"? (M.0. 1232.1 
defined a capital project as 
"the construction, expansion
 

equipping or alLeration of a
 
physical facility or facilities
 
financed by AID dollar assist

tance of not less thsn 
$1.00,000, including related 
advisory, managerial and 
traininLg services, and not 
undertaken as part of a 
project of a predominantly 
technical assistance 
charac ter." 

f. FAA Sec. 122(b). Does
 
the activity give reasonable
 
promise of contributing to 
the development of economic 

resources, or to the increase
 
of productive capacities and
 
self-sustaining economic
 
growth? 

g. FAA Sec. 281(b).
 
Describe extent to which
 
program recognizes the
 
particular needs, desires,
 
and capacities of the
 

people of the country; 

utilizes the country's
 
intellectual resources to
 
encourage institutionai
 
development; and supports
 

N/A
 

N/A
 

N/A
 



civil education and
 
training in skills
 
required for effective
 
participation in
 
government processes
 
essential to self
government.
 



50(c) - STANDARD ITE14 CHECKLIST 

Listed below are the statutory
 
items which normally will be 
covered routinely in those
 
provisions of an assistance
 
agreement dealing with its 
implementation, or covered 
in the agreement by imposing 
limits on certain uses of funds. 

These items are arranged under 
the general headings of (A) 
Procurement, (B) Construction, 
and (C) Other Restrictions.
 

A. Procurement
 

1. FAA Sec. 602. Are there
 
arrangements to permit Yes, it is planned that the
 

U.S. 	 small business to edible oil procurement will 
participate equitably 4n be announced in the Commerce 
the furnishing of Business Daily. 
commodities and services 
financed?
 

2. 	 FAA Sec. 604(a). Will all
 
procurement bo from the
 
U.S. except as otherwise Yes
 
determined by the President
 
or under delegation from
 
him? 

3. 	 FAA Sec. 604(d). If the
 
cooperating country 
discriminates against
 
marine insurance companies 

There is no discrimination. 
in the U.S., will commodities 
be insured in the United States 
against marine risk with such 

authorized to do business 


a company? 	 Yes 

4. 	 FAA Sec. 604(e); ISDCA of
 
1980 See. 705(a). If
 
offshore procurement of 
agricultural commodity or
 
product is to be No
 
financed, is there
 
provision against such
 



procurement when the 
domestic price of such 
commodity is less than
 
parity? (Exception where
 
commodity financed could
 
not reasonably be
 
procured in U.S.) 

5. 	 FAA Sec. 604(g). Will
 
construction or
 
engineering services be 

procured from firms of 

countries otherwise
 
eligible under Code 941,
 
but which have attained a
 
competitive capability in
 
international markets in
 
one of these areas?
 
Do these countries permit
 
United States firms to
 

compete for construction
 
or engineering services 
financed from assistance
 
programs of these countries?
 

6. 	 FAA Sec. 603. Is the
 
shipping excluded from 
compliance with 
requirement in section 

901(b) of the Merchant 
Marine Act of 1936, as 

amended, that at least 50 

per centum of the gross 

tonnage of commodities
 
(computed separately for
 
dry bulk carriers, dry
 
cargo liners, and 
.tankers) financed shall
 
be transported on
 
privately owned U.S. flag
 

commercial vessels to the
 
extent that such vessels
 
are available at fair and
 
reasonable rates?
 

7. 	 FAA Sec. 621. If
 
technical assistance is
 

financed, will such 

assistance be furnished 

by private enterprise on 

There will be no
 
construction.
 

No, but a non-availability
 
waiver is expected to be 
processed since US ships
 
make only irregular calls
 
on Mauritius.
 

'Yes, but no TA is
 
planned.
 



a contract basis to the
 
fullest extent
 
practicable? If the
 
facilities of other
 
Federal agencies will be
 
utilized, are they
 
particularly suitable,
 
not competitive with 
private enterprise, and
 
made available without
 
undue interference with 
domestic programs?
 

8. 	 International Air
 
Transport. Fair
 
Competitive Prectices Yes, W,' no air
 
Act, 1974. If air services are expected,
 
transportation of persons to be required.
 
or property is financed
 
on grant basis, will U. S.
 
carriers be used to the
 
extent such service is
 
available?
 

9. 	 FY 1985 Continuing Resolutioi 
Sec. 504. If the U.S.
 
Government is a party to
 
a contract for procure
ment, will the coitract
 
contain a provision
 
authorizing termination Yes
 
of such contract for the 
convenience of the United
 
States?
 

. Construction
 

1. 	 FAA Sec. 601(d). If capital
 
(e.g., construction) project N/A
 
will U.S. engineering and
 
professional services
 
to be used? 

2. 	 FAA Sec. 611(c). If
 
contracts for
 
construction are to be 
financed, will they be
 
let on a competitive N/A
 
basis to maximum extent
 
practicable?
 



3. 	 FAA Sec. 620(k). If for
 
construction of
 
productive enterprise,
 

will aggregate value of N/A
 
assistance to be
 

furnished by the U.S. not 
exceed l0 million
 
(except for productive
 
enterprises in Egypt that
 

were 	described in the CP)?
 

C. Other Restrictions 

1. 	 FAA Sec. 122(b). If
 
development loan, is
 

interest rate at least 2% N/A
 

per annum during grace
 

period and at least 3%
 
per annum thereafter?
 

2. 	 FAA Sec. 301(d). If fund
 
is establishud solely by 
U.S. contributions and
 
administered by an N/i
 

international organiza
tion, does Comptroller
 

General have audit rights?
 

3. 	 FAA Sec. 620(h). Do
 

arrangements exist to 
insure that United States
 

foreign aid is not used
 
in a 	manner which, Yes, Embassy and
 

contrary to the best REDSO/ESA monitoring
 

interests of the United of the CIP.
 

States, promotes or
 

assists the foreign aid
 
projects or activities of
 

the communist-bloc
 
countries?
 

4. 	 Will arrangements preclude
 
use of financing:
 

a. FAA Sec. 104(f); FY 
1985 Continuing Resolution 

Sec. 527: (1) To pay for (1) Yes 

performance of abortions 

as a method of family 
planning or to motivate 



or coerce persons to 
practice abortions; (2) (2) Yes 

.to pay for performance of -
involuntary sterilization 
as method of family 
planning, or to coerce or 
provide financial incentive 
to any person to undergo 
sterilization; (3) to pay (3) Yes 
for any biomedical research 
which relates, in whole or 
part, to methods or the 
performance of abortions 
or involuntary steriliza
tions as a means of family 
planning; (4) to lobby for (4) Yes 
abortion? 

b. FAA Sec. 620(g). To 
compensate owners for 
expropriated nationalized Yes 
property? 

c. FAA Sec. 660. To 
provide training or 

advice or provide any 
financial support for 
police, prisons, or other Yes 
law enforcement forces, 

except for narcotics 
programs? 

d. FAA Sec. 662. For Yes 
CIA activities? 

e. FAA Sec. 636(i). For 
purchase, sale, long-term 
lease, exchange or 
guaranty of the sale of Yes 
motor vehicles 
manufactured outside 
U.S., unless a waiver is 
obtained? 

f. FY 1985 Continuing 
Resolution, Sec. 503. To 
pay pensions, annuities, 

retirement pay, or 
adjusted service Yes 
compensation for 
military personnel? 



g. FY 1985 Continuing 
Resolution, Sec. 505. To pay 
U.N. assessments,
 
arrearages for dues?
 

h. FY 1985 Continuing 

Resolution, Sec. 506. To carr 
out provisions of FAA 
section 209(d) (Transfer 
of FAA funds to 
multilateral 
organizations for 
lending)? 

i. FY 1985 Continuing
 
Re ,oiution, Sec. 510. To
 
finance the export of 
nuclear equipment, fuel, 
or technology or to train 
foreign nationals in
 
nuclear fields?
 

j. FY 1935 Continuing
 
Resolution, Sec. 511. 
Will assistance be 
provided for the purpose 
of aiding the efforts of the 
government of such country 
to repress the legitimate 
rights of tie population 
of such country contrary to 
the Universal Declaration 
of Human Rights? 

k. FY 1985 Continuing 
Resolution, Sec. 516. To be
 
used for publicity or
 
propaganda purposes
 
within U.S. not
 
authorized by Congress?
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Examination of Natur __opeand__agnitud 
 of Environmenta 

_.! Sqop. anddeo nvrnmna 

I. Description of the Poct 

A $4.0 million grant is planned which provides balance ofpayment and budgetary support to the Government of Mauritius

and emphasizes private sector development and agricultural
diversification. All grant funds are expected to be used by aprivate sector processor to import, edible oil from the U.S.
The locil currency generated from the sale of the oil will beprogrami~ed by the GOM and AID for mutually agreed upon
activities which are consi -tent with the private sector and

agricultural diversification objectives of AID's 
strategy.
 

Edible oil is included in the list of eligible commodities(Handbook 15, Appendix B). No pesticides .will be imported

under the proposed project.
 

II. Recommended Environmental. Action
 

In accordance with A.I.D. Regulation 1.6 Section 2 1 6 .2(c)(2)(ix)
assistance under a Commodity Import Program is eligible for
Categorical cxclus-ion from environmental procedures when
"prior to approval, A.I.D. does not have knowledge of the
 
specific coru-nodities to be financed 
 and when the objective in*furnishing such assistance required neither knowledge, at the
time the assistance is authorized, nor control, during 
,implementation of the commodities or their use in host country.i. 
;As the subject assistance fulfills 5oth the (qualifications
cit'ed above it should be granted a categori:al exclusion and beexempt from any further environmental Proce.ures. 
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ANNEX ;P.: DEVELOPMENT 'BANK 

The Development Banks of Mauritius (DBM) was established in 1964 as a 
GOM-owned statutory corporation to finance development projects, and now is
 
a major term lending institution, particularly of foreign exchange 
re-sources, for industry, tourism, and agriculture projects. DBM provides 
term loans, equity investment or guarantees, as well as managerial and 
technical assistance. DBM also has responsibility for constructing and 
operating industriol. estates providing loans for small-scale enterprises 
(SSEs), and operating the export credit guarantee scheme. By providing 
term finance, DBH continues to play an important role in supporting the 
country's developmnit strategy, which places special emphasis upon 
continued growth by manufacturing, in general, and by export-oriented 
industry in particular. It may however be that despite its central 
position, DEN has recently not demonstrated as aggressive an investment 
promotion policy as this strategy requires. 

DBM is a shareholder in the State Commercial Bank (SCB), a Government-owned 
institution, with which it has cocperated on a scheme to aE 'ist SSEs, 
whereby DBI provides the term resources and SCB finances working capital. 
DBM can collaborate with corercil banks to refinance appropriate 
investment projects, although there are differences in approach since 
commercial banks, are concerned more with security for their loans than 
the economic justification. As a retult, refinancing is unlikely to become 
an important part of DWM' perations. Bes-ides the IRD, DBX has borrowed 
from CCCE-,,' (about .4;3 million), L!he Industrial Development Bank of India 
which lent 1;4.5 million to finance transport equipment, and the EIB and ADB 
which loaned ,L.3.4 million and $2.4 million, respectively. 

Authorized share capital was increased in June 1979 from Rs 31.4 million to 
Rs 50 million and is fully paid. DBM is owned by G014 (75%), the Bank of 
Mauritius (20%) and the State Insurance Corporation of Mauritius (5%). 
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The Board of twelve directors includes representatives of GOM (4), the
 
private sector (4), the University of Mauritius (2) and the Bank of 
Mauritius (1), as well as the Managing Director. The Financial 
Secretary of the Ministry of Finance is currently chainTan. The Board 
has generally been reasonably effective in monitoring operations and 
providing general policy guidance to mnnnagement. However, its role has 
been modest in revje; of operational plans and strategy. The fact that 
the board is componed of busy senior officials is at once a strength 
and, if management does not try to invo].ve the Board in consideration 
of appropriate issues, a weakness since they have little time to devote 
to DM. 

DBM has had expatriate senior management since its creation. The
 
managing director is assisted by an assistant managing director, an 
experienced Mauritian. Together they supervise five operating and one 
administrative divisions. The operating divisions include three
 
lending divisions, one each for industry, including tourism, 
small-scale enterprise, and agriculture; the industrial estate 
division; and the industrial finance and guarantee division, which is 
responsible for operating the Export Cradit Guarantee Scheme (ECGS). 
Staff, total 98, 32 professionals (including an advisor from India 
assisting the ]CGS division), 49 sub-profession ,l and clerical staff, 
and 1-7 others, an increase of 21 in total staff, and 5 in professional 
staff, since 1979. About one-third of the increase is in the SSE 
division, which has experienced considerable growth in the number of 
approvals, though not in the total amount approved. 

Operating policies are defined in the Statement of General Policy, 
which is similar to policies in many other development banks. Lending 
rates are continuously reviewed; and have been inereased twice since 
the 1979, to maintain a sound financial position, while remaining
 
competitive with other financial institutions.
 

Project appraisal is good and project supervision, concentrates on the
 
projects encountering problems. Since the operations have levelled off
 
and the staff increased more time is being devoted to regular follow
 
up of projects, and supervision procedures have been improved.
 

Procurement proc lures require clients to seek competitive quotations
 
for equipment and construction contracts, which are then verified by
 
the investment officer responsible for appraisal. Thus for
 
mediu-sized building contracts, quotations from reputable local 
contractors are obtained, while for large-size construction, open
 
tenders from classified contractors are required. Similarly, for plan
 
and equipment quotations are obtained from local suppliers for smaller
 
loans, and at least three quotations from suppliers are required for
 
larger loans. These procedures are similar to those followed by other
 
DFCs.
 

13)i
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Accounting procedures are efficient and the accounting division is well 

staffed with qualified personnel. The new auditor, Lausse, Sek Sum and 
Co., a local firm affiliated with Pannel, Kerr, Forster International 
Associates, is the second 3>trgest firm in Mauritius, with a diversified 
clientele in the financial, manufacturing and commercial sectors, includina 
engineering enterprises and a commercial bank. 

Interest rates depend upon the sector and the size of the loan (Table 49)
 

49. DBM INTEREST RATES
 

T% per annum
 

Deposits:
 

Savings 11.
 
Concessional rate for DBDI staff 12.0
 

Fixed Deposits
 

Over 3 months to 12 months 12.0
 

Over 12 months to 24 months 12.5
 
Over 24 months to 36 months 13.0
 

Loans:
 

Medium/Large Scale Industries
 

In foreign currency 5.0
 
In local currency 5.0
 

Small Scale Industries
 
Up to Rs 25.000 10.0
 

Rs 25,000 up Rs 50,000 11.0
 

Over Rs 50,000 13.0
 

Small business
 

Up to Rs 25,000 10.0
 
Rs 25,000 up to Rs 50,000 11.0
 

Agricul tural Loans
 
Up to 10 arpents 10.0
 
Over 10 and up to 50 arpents 11.0
 

Over 50 and up to 100 arpents 13.5
 

Over 100 arpents 14.5
 

Source: DBM, Annual Report 1982-83, p.7.
 



Clients also pay a comrmitment fee of 1%. For loans made from 
foreign exchange resources, the GOM carries the foreign exchange 
risk, at no fee, on SSE loans of Rs 25,000 or less. On other 
loans, the borrowers carry the exchange risk between the rupee and 
the dollar, and GOM carries the exchange risk between the dollar 
and the cutrrencies of disbursement. With inflat:ion of 7.3% in 
1983-84, the real interest is positive on all new loans. 

Operations reflect the rapid increase in industrial investment in 
Mauritius during ].972-78 and the slowdown of economic activity 
since 1979. Approvals reached a peak of Rs 84.4 million in 1977, 
declined slightly in 1978 (Rs 82. million), and sharply in .979, to 

Its 48.8 million, or by about 45% from 1977. Approvals then 
increased to Its 51 million in .980, Its 64 million in 1981, Its 30.7 
million in 1982, and Its 88.1 million i, 3.983. 

A small-scale enterprise (SSE) lending schenie was established in 
1971. Until 1979, the funds were provided by GOM, and subsequently 
from the IB}RD fifth line of credit, the State Commercial Bank 

financing working capital from tein loans from DBM. GOM reimburses 
DBM the estlrated cost of operating this scheme and also guarantees 
DBM against loiss from default from SS1E loans of less than Its 

25,000. Through 1983, Its 32.7 million had been loaned. 

Loans to medium and large-scale industrial/tourism enterprises 
including agro-industry, have traditionally been about 75% of total 
lending but were only 39.2/ in 1983. In 1983, the loan size 
averaged Its 1.4 mi].lion. 



ANNEX"I'. DOMESTIC VEGETABLE OIL MARK'ET 

Edible Oil Processing. Mauritius Oil Refineries Limited (MOR) is the
 

only edible oil processing company in Mauritius. MOR is a public
 

company with 320 shareholders which started operations in November 

shares most involved -in the import1968, offering to of the parties 
were established inof refined 	 oil for the local market. Quotas 

MOR
 
agreement with GOM for the distribution and sales of oil. 


oils imported from major exporting
primarily refines crude vegetable 

now crushing only copra but
countries. A small crushing plant is 


also have been crushed. Machinery was
groundnuts and sunseeds 

from the U.K., and all construction work was done by
imported, mostly 

The plant uses standard batch equipment for oil
local contractors. 

drying, bleaching and deodorization, with a capacity
neutralisation, 
of 35 MT daily, working three, eight-hour shifts. 

In 1975, plant capacity was increased to 50 MT daily by replacing the 

three batch deodorisers with a semi-continuous one. A further 

installing in 1975 a continuousincrease in production was made by 
in refining palm and
 deodoriser 	deacidifier, particularly efficient 


refine 90 MT daily. Production was 
coconut oils. NOR now can fully 

8,600 MT for the first full year of operation (1970), 9,900 MT in 

1975, 15,000 MT in 1979, and netarly 17,000 1T in 1984. 

extracted vegetable sources processes,Edible oils are from by two 


and solvent extraction. During mechanical
mechanical 	 expression 

the plant cells are disrupted, usually by means of heat,


expression 
the crude fats/oilsfollowed by crushing under high pressure and 


separated from the blend mechanically. So.vent extraction involves
 

a petroleum fraction or 
a
the immersion of oil seeds in a liquid, 


chlorinated hydrocarbon, in whichl the fats/oils dissolve. The
 

off and the extracted crude
solvent is 	 subsequently distilled 
The crude products obtained by either of
triglycerides recovered. 


fatty acids, resins
the processes are contaminated with water, free 

sour
 

and gums and various decomposition products, looking 
cloudy and 


to the taste, and rapidly beco:-ns rancid. Refining before supplying 

Crude oils extracted underit for human consumption is necessary. 
for example,
special conditions, cold pressed and filtered olive oil, 


however, may be consumed without further processing. 

three main operations to
 Refining of crude triglycerides consists of 


remove objectionable impurities with the least possible 
damage to and
 

loss of oils/fats and the tocopherols, their natural preservatives.
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concerned mainly with the
 
The technological activities of MOR are 


The oils purified

purification of imported vegetable fats/oils. 


far the most important, sunflower and
 
are: soybean which is by 


Cottonseed, rapeseed, and groundnut
 coconut oils, and palm olein. 


oils have also been refined.
 

The three successive stages of refining include degumming,
 Degumming removes
 
neutralisation, and bleaching and deodorization. PQ
 

phospolipids and other hydratable lipids and 
neutralisation remov
 

insoluble
 
the free fatty acids, which are converted into 

oil 

Very little
 

soaps. Bleaching is to reduce the color of the oil. 

material is removed by bleaching which consists in treating 
of activated earths at

with smallneutralised oils proportions 
or minus 900 C under vacuum for 15-30
 temperatures of plus 


minutes, followed by filtration. 

Deodorisation is possible because of the high difference in
 

volatility between the triglycerides and 
the substances which give:
 

steam
 
oils their natural flavors and odors, a process 

of 


distillation whereby relatively volatively 
odoriferous and flavored
 

The
 
stripped from the relatively non-volatile oil. 
substances are 
 whichhigh temperatures under vacuum 

operation is carried out at 

also the total expulsion of pesticide residues 
and
 

ensures 
Direct deodorisation is used for
 mycotoxins by coevaporation. 


fatty acids. The oils are degnmead and bleached 
removal of free 


suitable forand then deodorised which is
(no neutralisation) 


and kernel
coconut, palm palm oils. 

At MOR, standard refining procedures are carried out but all
 
is determined
 

operations are monitored. The processing technique 
crude different oils 

by the quality and impurities of the oil, 


requiring different treatments.
 

From the beginning of operations in 1968, 
MOR maintained strict
 

control of processing of the oil to ensure 
efficient production and
 

A well equipped laboratory and a qualified,
quality assurance. 

trained personnel to control the production give the necessarywell 

Working in collaboration with the Mauritius 
guarantee of quality. 

Standard Bureau (MSB) a program was developed 

meeting the specific
 

Scheme of Quality Control, Inspection 
and
 

requirements of the 


Testing in conjunction with the HSB Certification 
Mark.
 

Shipment of oil to MOR, imported in bulk units of 1,000-3,000 
HT,
 

an
 
are accompanied by a certificate of analysis delivered by 


independent chemist, not only to check 
compliance with
 

on which the oil is bought but also to 
ascertain the
 

specifications 

The oil is analysed upon receipt in
 exact quality of the oil. 


that would be best suited to 
Mauritius to determine the treatment 


Thus the amount of water and phosphoric acid
 that particular oil. 

well as the
calculated as
for the degumming process are 


concentration and quantity of caustic 
soda required for the
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neutralisation of the free fatty acids of the oil. The other 
operations, namely bleaching and deodorisation, are also monitored 
according to the properties of the oil. During processing, control is 
essential to ensure that the processing is adequate. Representative 
samples are drawn after each operation and tested. Corrective actions 
are immediately taken if necessary. A complete record of all tests 
and inspection data are m'intained. 

The type and design of the equipment used for the manufacture of oil
 
also has an influence on the quality of the finished product. For 
example, the oil is never heated above 900C at atmospheric pressure
 
and only stainless steel equipment is used when oil temperature
 
exceeds 1200.
 

MOR markets triglycerides that comply with the FAO/WHO specifications
 
for edibility. The essential qualities include color, moisture
 
content, smell, acidity, kreis test, and peroxide value.
 

Plastic containers are of food grade quality which is important to 
protect consuucrs from ingesting toxic migrants from the pl.astie 
containers. MOR supplies more vegetable than animal triglycerides to 
the population than average in other countries, which helps ,'ontrol 
cardiovascular complications. The oils marketed by MOR are 
exclusively of vegeiable origin with a degree of unsaturation much 
higher than recommended by the International Scientific and Medical 
Committees on Dietary Fats and Coronary Heart Disease. During 1982, 

the average world consumption of vegetable and marine oils was 10.4 
kgs per capital whereas per capita consumption in Mauritius was 17 kgs
 

or more.
 

Price controls. Because of widely fluctuating world prices of edible
 
oils and controlled domestic prices, MOR has had a'very low average
 
profit on sales (2.55%) during 15 years of existence. In 1984, MOR
 
had a net loss of Rs 6.3 million reflecting a refining loss of Rs 8.2
 
million which was reduced by sales of acid oil and profits on other
 
operations and investments (Table 46). The loss was the result of an
 
inadequate increase in the selling price of edible oil which did not
 
reflect the large increases in costs of crude oil. Crude oil in 1983
 
cost Rs 6,542 per ton and in 1984 Is 8,990 per ton. During 1984, the
 
price rose from Rs 6,717 per ton in the first half to Rs 11,958 per
 
ton in the second half. The average cost increased 37.4% from 1983 to
 
1984 and rose 78% during 1984. Crude oil is 80". of the total cost of
 
refined oil. The retail price was increased 15%, on 35% of sales and
 
an additional 30% on 36% of sales, i.e. an average of 23% of annual
 
sales. Therefore, the profit of Rs 6.4 million in 1983 became a loss
 

*of Rs 6.3 million in 1984. The domestic retail price in Mauritius is
 
below retail prices in other countries. In Reunion, Paris, and London
 
the price of a litre of soybean oil is equivalent to more than Rs
 
18.00, while in Mauritius the price is Rs 15.50. Stamp duty on crude
 
oil is 13.2% Increases in the
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-domestic retail price of soybean oil have not kept pace with
 

depreciation of the rupee. From Otober 31, 1979 through February 1,
 
1985, the rupee cost of imports rose 109% because of foreign exchange
 
depreciation while the controlled retail price was increased only
 
68.9% (Table 40). As a result, consumers are not paying the full
 
economic cost of vegetable oil and are being subsidized by MOR and
 

other consumers.
 

40. RETAIL PRICE OF EDIBLE OIL 

Price X-rate 
Effective Date Rs/t 2! index index 

October 31, 1979 1.45 100.0 100.0
 

August 2, 1980 1.40 96.6 103.3
 
August 31, 1981 1.45 100.0 136.2
 
October 8, 1981 1.55 106.9 136.2
 
January 1.,1982 1.65 113.8 143.2
 
October 8, 1983 1.90 131.0 167.7
 
February 8, 1984 2.45 169.9 205.7
 
February 1, 1985 2.45 168.9 209.9
 

I 1 quart = 200 ml; 5 quarts = I litre. 

Source: 	Mauritius Oil Refineries Ltd,
 
March 22, 1985.
 

Tables 41 through 44 indicate annual consumption
 

commercial imports, exports, and purchase price ana nanuLiug
 
costs of imports.
 



41. DOMESTIC CONSUMPTION OF EDIBLE OIL 

Year (June/July) Quantity (MT) 

1979/80 
1980/81 
1981/82 
1982/83 

1983/84 

15,094 
16,028 
.6,105 
16,884 
17,112 

Source: Mauritius Oil Refineries Ltd., 

April 1985. 

42. COMERCIAL IMPORTS OF EDIBLE 01 

(MT) 

Source 1979/80 1980/81 1981/82 1982/83 1983/84 

Soya 
USA 
Brazil 
Malaysia 
Holland 

Belgium 
W. Germany 

France 

2,099 15,675 
706 1,204 

-- --

6,298 ..... 
-....... 

2,100 

--

6,256 
3,023 

--

- ..... 

2,064 

11,490 
2,001 

--

3,254 
3,947 

500 

--

Sunflower 

South Africa 
Palm Olein 

Malaysia and 
Singapore 

307 

2,516 

--
219 

2,042 

--
1,209 

3,012 

-

--

4,743 

-

3,546 

Total 14,025 19,140 15,564" 18,234 17,250 

Source: Mauritius Oil Refineries Ltd., April 1985. 
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43. EXPORTS OF EDIBLE OIL
 

Type M1 Country Value (Rs) 

Crude Sunflower 50 Reunion 301,000 
Crude Sunflower 51 Reunion 313,000 
Refined Oil 203 Madagascar 

37 Seychelles l,467,000
 
Refined Coconut oil 19 Seychelles 192,000
 

Source: Mauritius Oil Refineries Ltd., April 1985.
 

44. IMPORT PRICE AND LANDING CILARGES 

Year Soya Sunflower Palm Olein Total
 

1979/80
 
Quantity (1T) 11,203 307 2,515 14,025
 
Purchase price (Rs) 62.2 1.7 13.5
 
Landing charges, 

(Ro) 8.] 

1980/81 
Quantity (1,T) 16,879 2,042 219 19,140 
Purchase pice (Rs) 90.7 9.7 1.3 10l., 
Landing charges, 

(Rs) 3.E 

1981/82
 
Quantity (MT) - 11,343 3,012 1209 15,564
 
Purchase price (Rs) 71.1 18.2 7.6 96.S
 
Landing charges,
 

,
(Rs) - - 5.

1982/83 
Quantity (MT) 13,491 4,743 - 18,234 
Purchase price (Rs) 77.7 26.8 - 104.5 
Landing charges, 

(Rs) - - 15.2 

1983/84
 
Quantity (IT) 13,704 3,546 - 17,250 
Purchase price (Rs) 120.8 26.98 - 147.7 
Landing charges, 

(Rs) - 22.3 

Source: Mauritius Oil Refineries Ltd., April 1985.
 



45. BALANCE SIWET ON JUNE 30, 1984: MAURITIUS OIL REFINERIES LIMITED 

1984 1983 
Item Rs 19 8_ Ts _Rs1983Rs 

Capital employed
 
Share capital 31,200,240 31,200,240
 
Reserves 10,54.2,109 11,170,426
 
Secured loans 319,157 412,652
 

42,061,506 42,783,31.8
 

Represented by:
 
Fixed assets 36,318,855 34,045,894
 
Investments 2,026,027 2,026,027
 
Current assets
 
Stock 45,430,186 31,193,413
 
Debtors and Prepayments 6,977,665 5,318,649
 
Cash at Bank 20,255 7,755
 

52,428,106 36,519,817
 

Current Liabilities
 
Sundry creditors 685,081 733,455
 
Bank overdrafts & loans
 

(secured) 49,994,397 25,913,579
 
Proposed dividend on
 

founder share - 495,809
 
Provision for taxation - 2,665,577
 

50,679,478 29,808,420
 
Net current assets 1,748,628 6,711,397
 
Profit and Loss 1,967,996 -

42,061,506 42,783,318
 

Audited by:
 

J. Raymond Lamusse FCA, FCCA
 
Lamusse, Sek Sum & Co
 
Certified Accountant
 
October 16, 1984
 

Source: MOR, Reports and Accounts for the year ended 30th June -984,
 
November 1984.
 



46. PROFIT AND LOSS ACCOUNT ON JUNE 30, 1984: MAURITIUS 0IL REFINERIES LIIMITED
 

1984 1983 
Item Rs Rs Rs RS 

Trading, Loss/profit 
for the year before 
charging the 
following (xpenses (1,267,647) 11,538,186 

Directors' fees 31,925 31,725 
Professional charges 80,200 84,200 
Interest 2,991,050 2,239,254 
Depreciation 2,968,986 2,762,202 

6,072,161 5,117,381 

Net loss/profit (7,339,808) 6,420,805 
Other income 1,056,723 212,302 

Loss on disposal assets (1,939)
 

Deficit/Revenue before
 
taxation (6,285,024) 6,663,107
 
Taxation '2,665,577
 

3,967,530
 
Dividends 2,679,824
 

Net deficit/revenue
 
for the year (6,285,024) 1,287,706
 

Balance brought forward 4,144,648 2,811,371
 
Prior years taxation
 

adjustment 72,380 45,571
 

Balance carried forward (2,067,996) 4,144,648
 

Source: MOR, Reports and Accounts for the year ended 30th June 1984,
 
November 1984.
 



Soybean Oil Price Prospects. Prices of fats and oils are determined
 
by interaction of supply and demand in international markets. Since 
most fats and oils are subsLiiutos, the markets arc interdependent. 
Technological improvements in refining and use of fats and oils have 
increased int,.rchangeability: (1) prices have become more important 
in the uscr's choice of fats or oils, (2) price differentials have 
narrowed; and (3) the use of cheaper oils, such as soybean oil and 
palm oi.L, has increased at the expenses of higher-priced oils. 

In the short run prices mainly reflect weather conditions, 
inventories, exchp.m ge rates, and prices of substitutes. Recent high 
prices were the rcult of: (1) the shaip drop in US soybean output in 
1983 because of' the P1I program and prolonged hot weather, (2) 
reduction J.)).aysia palm oil output in 1.983 and (3) the fall in 
copra output in thr- Philippines. The rise in the price of palm oil in 
1984 was accompanied by corresponding price increases for soybean and 
other edible oils. Soybean oil prices generally dominate prices
 
within fats and oils markets. 

IBRD expects real soybean oil prices in 1983 constant dollars to 
decL-ne to $565 in 1990 and to *555 in 1995 because production of 
soybean, oil. and its close substitute, palm oil., is expected to 
increase significanLly over the next decade Table 47). The comparable 
palm oil prices, are $550 in 1990 and .1535 in 1995, slightly below 
soybean oil piices. Recent futures prices indicate that IBRD 
projection, were somewhat higher than warrnnted (Table 48). Although 
demand prospects for vegetable oils, particularly in developing 
countries, are likely to remain strong, supplies of soybean and palm 
oils are expected to increase more, leading to a softening of 
vegetable oil prices.
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47. ACTUAL AN]) PROJECTE, CURRENT AND CONSTANT 
SOYBEA1 OIL PRICTS 

Current Constant
 
Year (1/"")/ (3.983 $/MT) Index
 

1960 225 745 136.4
 
1965 270 868 159.0
 
1970 307 885 162.1
 
1975 619 882 11.5
 
1976 438 613 112.3
 

1977 576 745 136.4
 
1978 607I 668 122.3
 
1979 662 655 120.0
 
1980 598 546 100.0
 
1981 507 483 88.5
 
1982 447 434 79.5
 

1983 527 527 96.5
 

Projected
 

1984 700 676 123.8
 

1985 670 599 109.7
 
1986 710 583 106.8
 
1990 932 565 103.5
 
1995 1,225 555 101.6
 

I/ US, CIF Rotterdam.
 

Source: IBRD, Price Prospects for 14pjor Primary
 
Commodities, Vol II, Sept. 1984, p. 279.
 



48. EDIBLE OIL PRICES
 

Soybean Oil 
Year ($;/MT) 1/ 

1960 223.50 
1965 269.70 
1970 291.40 
1971 306.00 
1972 230.6 
1973 436.00 
1974 832.20 
1975 563.30 
1976 438.00 
1977 574.20 
1978 606.70 
1979 662.60 
1980 597.80 
1981 506.93 
1982 447.33 
1983 526.88 
1984 724.00 
1985 630.00 

Futures 
prices 

1985 
May 668.65 
July 632.05 
August 608.46 
September 588.62 

October 568.78 

December '546.74 


1986
 
January 542.77 

March 533.50 


Index 


'37.4 

45.1 

48.7 

51.2 

38.6 

72.9 


139.2 

94.2 

73.3 

96.1 


101.5 

110.8 

100.0 

84.8 

74.8 

88.. 


121.1 

105.4 


111.9
 
105.7
 
101.8
 
98.5
 
95.1
 
91.5
 

90.8
 
89.2
 

Palm Oil Z/ Index 

224.42 38.5 
273.42 46.9 

259.50 44.5 
262.08 44.9 
217.42 37.3 
375.92 64.5 
691.33 118.6 
420.25 72.1 
397.33 68.1 
530.08 90.9 
600.33 103.0 
653.83 112.1 
583.08 100.0 
570.67 97.0 
445.08 76.3 
501.42 86.0 
728.83 125.0 
583.00 100.0 

1/ All origins, Dutch ports.
 
2/ Malaysia (Europe).
 

Source: IMF, 	International Financial Statistics,
 
March 1985, p.77. Futures prices for
 

March 26, 1985 from Herald Tribune,
 

March 27, 1985.
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GLOSSARY OF ABBREVIATIONS 

(Used more than once in the tet) 

ADB - African Development Bank 
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CDC - Commonwealth Development Corporation 
CID - Crdits d'Intervention Directe 
CIDA - Canadian International Development Agency 
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--
-

European Development Fund 
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UNIDO - United Nations Industrial Development Organisation 
UK - United Kingdom 
WFP - World Food Programme 
WHO - World Health Organisation 
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INTRODUCTION 

Mauritius achieved independence in 1968. Like many other newly 
independent countries in the 1960's, Mauritius embarked on ambitious deve
lopment programmes to be financed largely by external resources which were 
then available on favourable terms, especially from erstwhile colonial powers. 
The country was quite successful in mobilising an increasing volume of 
concessionary finance while diversifying its sources. 

When concessionary finance started to dry out as a result of the prolonged
recession in the industrialised world in the mid-1970's Mauritius, like most 
developing countries, turned to the international capital markets. And a few 
years later, when the debt crisis demonstrated that domestic disequilibria 
cannot be financed durably by expensive foreign commerc;al loans, Mauritius 
was forced to embark on a structural adjustment programme for which new 
external resources were tapped, especially from the IMF and the World Bank. 

A general analysis of the external flows (Chapter II) illustrates the diver
sified nature of their sources and their growing importance. It reflects also the 
success with which the country has been able to supplement traditional 
bilateral flows (Chapter 111) by an increasing support from multilateral organi
sations (Chapter IV) and regular incursions on the international financial 
markets (Chapter V). 

The success of Mauritius in mobilising a substantial volume of external 
resources in spite of the decline in official development assistance and the 
reluctance of private financial institutions to lend to developing countries, 
testifies to its capacity to manage these resources to the satisfaction of lenders
and aid-givers while achieving an enviable performance in the field of econo
mic and social development. The formulation of a coherent policy approach 
to the mobilisation of external resources and the proper management of these 
resources are no easy tasks. Mauritius has learned the hard way that errors 
in these fields can be very dama.ging to the national economy and to the inter
national credit-worthiness of the country. It has accordingly developed a 
flexible approach which takes stock of the changing world environment in 
which the transfer of.resources to developing countries takes place and which 
is based on the continuous re-appraisal of domestic priorities to adjust them 
to the availability of external flows (Chapter I). 



Mauritius has also evolved satisfactory mechanisms which thatensure 
scarce foreign exchange achieves maximum development impact. The sectoral 
analysis of projects which have been financed by external resources
(Chapter VI) gives a comprehensive account of the utilisation of these 
resources. 

A review of the mobilisation and utilisation of external resources would
not be complete without an objective assessment of debt servicing problems 
(Chapter VII). 

This report which is the first attempt to give a comprehensive overview
of the Mauritian experience in external resources mobilisation and utilisation,
constitutes an objective assessment of the strengthening capacity of the 
country to mobilise external resources and to use them effectively. 

A note of caution, however; although the report covers, as extensivelyas possible, all external resources received in Mauritius, it does not claim to 
be exhaustive. It must also be poited out that the coverage of the report islimited to the public sector. It has not been possible to review external assis
tance given to private organisations in the country owing largely to the factthat much of this aid has not been channelled through Government and has 
oten gone unrecorded. 



CHAPTER I 

EXTERNAL RESOURCES MOBILISATION AND MANAGEMENT 

The Underlying Policy 
Mauriius has developed an external resources mobilisation policy which 

reflects the experience acquired by the country over a time span of almost 
two decades. 

1.2 In the early years of the post-independence period, the Government 
of Mauritius considered the recourse to external resources as an effective 
means of supplementing domestic resources mobilised to finance the invest
ment programme of the country. The pace of economic development was 
implicitly associated with the level of external resources mobilised. Hence, 
the Government spared no effort to tap all available sources of concessionary 
finance. 

1.3 At that time, he basic needs approach of the Government of 
Mauritius found a favourable echo among aid agencies and friendly countries 
which laid emphasis on the redistributive impact of aid utilization. Thus, a 
large proportion of external resources was directed towards social infrastruc
ture projects (schools, hospitals, health centres, community halls, etc). It was 
also the time when 'big was beautiful' and there prevailed a general consensus 
among official development assistance institutions on the need to implement 
large development projects to achieve genuine economic growth. Mauritius 
took advantage of these favourable circumstances to launch some of its most 
ambitious projects which were to change the face of the country. 

1 4 The first oil shock and the consequent economic problems of indus
trialised countries triggered off a critical re-appraisal of official development 
assistance by aid donors. Developing countries in general failed to respond 
to this new situation mainly because of the widespread belief that the world 
economic crisis was to be short-lived. In Mauritius, the sugar boom of the 
mid 1970's postponed the problems experienced by most developing countries 
as the exceptionally large inflows of foreign exchange more than compensated 
for the loss resulting from the abrupt increase in oil prices, the unfavourable 
movement in exchange rates and the general increase in the price of imported 
goods and services. Consequently, the Government decided to push further 
its policy of growth with redistribution, investing heavily in social and econo
mic insfrastructure whi'e pursuing a prices and incomes policy which aimed at 
raising the standard of living of the lower strata of the population. To this 
end, external resources continued to be mobilised to supplement funds raised 
locally. 



1.5 The dramatic change in the external payments position of thecountry in the second half of the 1970's, which resulted mainly from thedeterioration of the terms of trade of the country (influenced largely by thefall in sugar prices), the stagnation of the main income-generating sectors of
the economy and the substantial increase in the consumption of importedgoods, compelled the Government to disregard, temporarily it was thought,
the principles on which external resources had been mobilised until then.In 1977, for the fi'st time. the Government contracted a loan from privateinternational sources on commercial terms to alleviate he balance of 
payments problems of the country. 

1.6 The Government is fully conscious of the fact that the recourse to
commercial loans does not represent a durable solution to the externalpayments problems of the country, nor is it an effective neans of financing
the economic development of Mauritius. The persistance of the economic andfinancial difficulties of the country in the late 1970's prompted the Government 
to seek the assistance of the World Bank and the IMF to work towards thestructural re-adjustment of the economy and to review the strategy followedin the mobilisation of external resources. The seriousness of purpose withwhich the Government implemented the re-adjustment programme of theMauritian economy resulted in the growing support of the international
community through new financial instruments. Since 1979, two structuraladjustment loans have been contracted with the World Bank and five stand
by loans with the International Monetary Fund (IMF). In addition, otheradjustment loans and balance of payments support were secured from both 
multilateral and bilateral sources. 

1.7 However, the substantial amount of concessionary finance mobilised 
over the last five-year period has not been sufficient to meet the external 
resources needs of the country. The Government has had to make periodic
incursions on the international capital markets to raise several syndicated
loans. The recourse to loans from private sources has thus become an integralpart of the Government's policy concerning the mobilisation of external 
resources. 

1.8 The experience gathered over the years by the country in its fruitful
dialogue with aid donors, international bankers and international develop
ment organizations and the critical re-appraisal of domestic priorities and
external constraint have rendered possible the formulation of a coherent 
policy which is based on four main principles: 
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(a) a global approach to external resources mobilisation and utili-. 
sation; 

(b) the maximization of concessionary financial flows;. 
(c) the optimisation of the development impact of external 

resources utilisation; and 
(d) compliance with the development strategy of the country. 

A Global Approach 
1.9 Although external resources mobilised result from negotiations with 

individual countries, organisations or bankers, every effort is made to obtain 
a quantum of resources which enables the country to meet at least its most 
urgent needs and to secure such resources on conditions which are within 
the debt servicing capacity of the country. Continuous assessment of the 
external resources needs of the country through a 'Gap Fill' model of the 
economy, periodic revisions of the 'Public Sector Investment Programme' and 
close monitoring of the Public Budget provide the Government with the 
necessary information to take maximum advantage of every offer, including 
the risky incursions on the international financial markets. 

Maximisation of Concessionary Flows 
1.10 Given the existing debt servicing commitments and the balance 

of payments problems of the country, heavy reliance on non-concessionary 
loans can only lead to a piling-up of debt servicing obligations and inevitably 
to a situation of net negative flows as is already the case in many developing 
countries. It is Government's policy to go on the international financial 
markets only when all sources of concessionary finance, both bilateral and 
multilateral, have been exhaustively tapped. In this connection, the inter
national community should take stock of its responsibility vis-h-vis a country 
like Mauritius as the level of official development assistance will .certainly 
have a more determinant role than ever before in pulling the country out of 
the present economic recession and the vicious circle of under development. 

Optimization of the Development Impact 
1.11 There is to-day a consensus among all providers of external 

resources, whether public or private, concessionary or not, on the need for 
the utilisation of these resources to be development-oriented. The Govern
ment of Mauriius shares this view as the economic situation of the country 
dictates that scarce, and often expensive, external resources be used to 
achieve maximum development impact. To this end, every effort is being 
made to direct external funds to sectors and projects where quick returns on 
investment are attainable and where pay-back periods are short. 
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Compliance with the Development Strategy of the Country 
1.12 The development strategy of the country is based on the growth 

of some priority sectors which have the potential of providing gainful 
employment to the large number of unemployed in the country and of cc-ri
buting meaningfully to the economic redress, especially to the improvement
of the balance of payments situation. It is Government's policy to sensitize 
aid donors on the country's priorities so as to obtain their endorsement for 
the planned investment programme of The country. 

1.13 Futhermore, the Government is answerable to the people of 
Mauritius whose aspirations for a better future are part and parcel of the 
development strategy. Over the last five-year period, the population has made 
tremendous sacrifices and has demonstrated a high sense of discipline to 
ensure the success of the re-adjustment programme. In its negotiations on 
conditionalities attached to external loans and grants, the Government pays 
due consideration to the legitimate needs of the population so as to enlist its 
continuous support for the country's development programme. 

Managing External Resources 
1.14 From the very outset, the Government has placed external 

resources management and utilization in the broader macro-economic pers
pective of national economic management by entrusting this function first 
to the 'Economic Planning Unit' of the Prime Minister's Office, and in 1970 
to the newly-established Ministry of Economic Planning and Development. 
Initially. Government concentrated its efforts on aid co-ordination with a 
view to providing a single Government focal point for negotiating and 
channelling aid. In those early years, the other aspects of external resources 
management, viz. project appraisal, monitoring, ex-post evaluation and debt 
management received limited attention mainly because of the absence of an 
appropriate institutional mechanism and a shortage of qualified staff. Govern
ment has progressively set up a smooth machinery which deals professionally 
with all aspects of resource management. 

Project Selection 
1.15 Government organised a training course for senior civil servants 

in project identification and appraisal techniques. It also prepared a manual 
for project appraisal* which provides a useful guide to Ministries and para
statal organizations on the criteria which their projects should meet. Further
more, Government also prepares an indicative sectoral allocation of external 
resources to enable project promoters to select -an optimum project mix. 
The adherence to these guidelines, by all parties concerned, enables the 
Government to prepare a Public Sector Investment Programme which is a 
:lear, concise and comprehensive collection of carefully selected projects.. 

OA Manual for Project Apparaisal's Government Printer, 1983 
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Project Implementation 
1.16 The Government has spared no effort to :minimize delays in the 

implementation of projects, both to achieve high disbursement rates and to 
avoid cost-overruns resulting from slow implementation. To this end, a Pro
gramme Implementation and Monitoring Section :has been set up in the 
Ministry of Economic Planning and Development -to keep a close watch 
over the implementation of public sector projects, to assist in finding 
solutions to emerging problems and to report on progress concerning fund 
utilisation. Furthermore, a National Projects Co-ordination Committee, 
chaired by the Minister of Finance, has been established to give auditional 
weight to the project monitoring exercise. 

Monitoring of Programme Loans 
1.17 The Government has identified the need to have a specific ma

chinery to deal with programme loans for which policy measures not directly 
related to any individ'al project have to be taken. Stand-by Agreements 
with the IMF and Structural Adjustment Loans with the World Bank are 
two cases in point. It has now been decided to set up a high level Economic 
Management Committee to monitor the performance of the economy, to keep 
track of the utilization of programme and to ensure that commitments taken 
vis-h-vis aid agencies are fully implemented. The creation of the Economic 
Management Committee will no doubt strengthen the policy aspect of external 
resource management. 

Debt Management 
1.18 No proper management of external resources cal be ensured to-lay 

without an efficient debt management system. Since a few - ars, Government 
has initiated a debt-reporting system which can provide up-t, date information 
on the debt profile, the debt servicing commitments of ,, te public sector 
ant', other valuable data. It is hoped that the system, wb .ch is presently a 
manual one, would be computerised in 1985, giving additional reliability to 
data on the debt situation of the country while producing them much more 
rapidly. 

Accountability for Use of Funds 
1.19 It is not out of place to conclude that Government's use of 

funds, both external and locally mobilised are not only subject to the attention 
of donors and lenders. The Government is also accountable to the Audit 
Department and the Public Accounts Committee of the Legislative Assembly, 
both well known for their independence vis-h-vis the Government of the day. 



CHAPTER II 

GENERAL ANALYSIS OF EXTERNAL FLOWS 

2.1 The characteristics of the external resources mobilisect over me 
last two decades have undergone major changes. As all newly-independent 
countries, Mauritius has witnessed a diversification of aid sources as new 
donors and lenders stepped in to supplement the resources made available 
by the former colonial power. The efforts deployed by the Government to 
sensitize the international community on the external resources needs of the 
country have also resulted in a notable increase in external flows, especially 
in the earlier years, and a diversification of the types of resources mobilised. 

2.2 Against this background of a growing capacity to mobilise external 
resources, some very important qualitative changes have occurred. In the 
first place, the emergence at the end of the 1970's of programme loans along
s;de the traditional project loans was to alter the relations between donors/ 
lenders and the Government as the emphasis was shifted to a more global 
approach to development assistance. The recourse, in recent years, to substan
tial loans from multilateral sources, especially from the IMF and the World 
Bank, has enhanced the relative importance of multilateral aid. Since 1977, 
when the first Euro-dollar loan was contracted, Commercial loans from 
international financial markets have rapidly become largest source of external 
resources. 

2.3 The net effect of the qualitative changes has been a worsening of 
the conditions on which external resources have been made available to the 
country. Besides the debt servicing problems (which are examined in detvil in 
chapter 7) caused by these changes, the reduction in the grant element of 
external resources mobilised has had a negative effect on the volume of 
resources which the country can mobilise in future. 

The Diversification of aid sources 
2.4 From a situation of almost complete dependence at the time of inde

pendence on the United Kingdom, the only other source of aid being IBRD 
(which accounted for only a small fraction of total aid received), Mauritius has 
successfully negotiated aid programmes from a large variety of bilateral and 
multilateral sources. On the bilateral front, Mauritius is to-day receiving aid 
from a large number of OECD countries (especially UK, France, the USA, the 
Federal Republic of Germany, Canada, Australia and Japa'n), oil-exporting 
Arab countries (Saudi Arabia, Kuwait and Abu Dhabi), communist countries 
(mainly USSR and the People's Republic of China), and even some large 
develovine countries (sneiallv India). The World Bank and the IMF am 
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the two main international agencies which have brought the largest amounts 
of external resources to Mauritius in recent years. But other multilateral aid 
organisations like the European Development Fund, the European Investment 
Bank, the African Development Bank, the United Nations Agencies (espe
cially the UNDP and IFAD), the Arab Bank for Economic Development in 
Africa and the OPEC Fund have brought substantial amounts of conces
sionary finance to the country. This diversification of aid sources is a good
illustration of the country's pragmati- approach to aid mobilisation and the 
goodwill it enjcys from all sectors of the international community. 

The Increase in the volume of external resources 
2.5 The amount of external resources received in Mauritius has 

increased tremendously since independence. In FY 80 Rs 1,207 million were
actually disbursed as against Rs 52 million in FY 68. Even after allowance 
is made for the increase in prices (as an indication, the import price index 
increased six-fold over this period), the increase in real terms has been four
fold. This is, indeed, a very remarkable performance. However, the trend has 
been reversed in the 1980's as external flows have been constantly below the 
level reached in 1980; only Rs 875 million were mobilised in FY 83. 

The recourse to new type of aid instruments 
2.6 For over a decade the Government concentrated its efforts on the 

mobilisa'ion of project loans, grants and food aid. With the acute balance 
of payments problems which emerged in the late 1970's, it became evident 
that project loans, with their inherent rigidities in the terms and conditions of
disbursement, could not provide a satisfactory solution to the external resour
ces needs of the country. Mauritius has thus rapidly shifted over to programme
loans and balance of payments support. Although the major part of these 
loans came from the IMF and the World Bank, other multilateral organi
sations and friendly countries also made resources available under these 
facilities. Over the four-year period through FY 83, programme loans/
balance of payments support to meet its newly emerging external resource 
requirements represented about half of the total amount of official develop
ment .assistance received (Rs 2,600 million), compared to the insignificant 
amount received in earlier years. 

2.7 Mauritius also took advantage of other new forms of aid such as the
Compensatory Financing Facility of the IMF or the new lines of credit offered 
by bilateral sources (the Exim Bank of India, the 'Compagnie Frangaise
pour l'assurance du Commerce Extdrieur' COFACE or the CCCE of France) 
to import raw materials and equipment. The rapidity with which non-project
loan has become preponderant is undoubtedly the most striking feature of 
the change in aid structure. 



Loans from private sources 
2.8 Five syndicated loans raised on the international financial markets 

during a seven-year span (from 1977 to 1984) reflect certainly the continuing 
inability of official development assistance to meet all the external resources 
needs of the ,'ountry. A total amount of US $ 212 million has been raised 
to-date, representing, on average, more than 25% of all resources mobilised. 
The fact that these commercial loans were easily raised illustrates also the 
international credit-worthiness of the country. 

The shift from bilateral to multillateral sources 
2.9 Over a period of less than two decades, Mauritius has moved from 

a situation where multilateral flows were almost inexistent to one where they 
- mount for more than 70% of total resources mobiised. This change is, of 
'ourse, accounted for mainly by the massive borrowings from the IMF, the 
World Bank and private international sources. But is reflects also the relative 
;tagnation of bilateral aid as a result of economic difficulties encountered by 
raditional aid donors. 

rhe increasing costs of external resources 
2.10 In FY 68 about two-thirds of all external resources received
 

:Rs 34 million) were straight forward grants and the rest was concessionary
 
oans. Over the period FY 80 - FY 83 only Rs 223 miilion (6.4%) received
 
vere grant and Rs 2,374 million (67.5%) were concessionary loans. Further
:nore, the grant element in the concessionary loans received in recent years
 
z much lower. This is partly explained by the fact that the increase in the
 
er capita income of Mauritius in the first half of the 1970's no longer qualifies
 
ier for some highly concessionary resources, like IDA loans. It is aiso true
 
bat resources from the IMF and IBRD, although concessionary, are far
 
nore expensive than traditional bilateral aid. The global effect of these
 
:hanges has been rapidly increasing debt servicing costs which constitute a
 
imiting factor to further mobilisatikm of external resources on commercial
 
'erms.(see chapter I).
 

TABLE II.1 

CoMPOsITION OF EXTERNAL RESOURCES MOBILISED (FY 68- FY 83) 
(Rs million) 

FY 68 FY 80 to FY 83 
Type of Resources Amount Amount %
 

Grants ... 34.6 65.8 225.1 6.4'
 
Concessionary loans 18.0 34.2 2,374.2 67.5
 
Non-concessionary loans - - 917.7 261 

TOTAL 52.6 100.0 3.517.0 100.0 

7S 
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TABLE 11.2
 
SOURCE OF EXTERNAL RESOURCES MOBILISED (FY 80-FY 83)
 

(Rs million) 

Source FY80 FY81 FY82 FY83 FY8O-Fy
Bilateral ... 244.7 254.3 177.0 339.9 1,015.9Multila,eral ... 501.4 318.8 232.8 530.7 1;583.7Privato ... 461.5 450.9 - 5.0 917.4 

ToTAL ...1,207.6 1,024.0 409.8 875.6 3,517.0 

- -!



CHAPTER II 

EXTERNAL RESOURCES FROM MULTILATERAL SOURCES 
3.1 As mentioned in Chapter II, the shift from bilateral aid to multi

lateral aid is certainly the most striking change in fho nature of the external 
resources mobilised. Table 111.1 summarizes the .ows received from the 
major aid agencies. The IMF with some SDR 234 million advanced under 
its various financial schemes has been the largest supplier of external resources, 
closely followed by the World Bank (US $ 210 million). The European
Develoment Fund and the European Investment Bank have contributed 
together some ECU 47.5 million while the African Development Bank (UA
40 million), the Arab Bank for Economic Development in Africa (US $
20.7 million), the OPEC Fund (US $ 4 million) and IFAD (SDR 5.25 million)
made also significant contributions. The United Nations Agencies (especially
the UNDP) have also provided continuous support to the country since the 
early 1970's. 

The International Monetary Fund 
3.2 Mauritius first made use of IMF credits in 1969 (US $ 3.7 million). 

However, until 1977, the country limited itself to the ordinary drawings
(the reserve tranche) which brought small amounts of foreign exchange to 
the country. As from ,hat year, there has been a net acceleration of disburse
ments from IMF as Mauritius made extensive use of fund credits. The nego
tiation of five Stand-by Agreements Ls from 1979 brought an additional 
amount of Rs 1,773 million. The use of IMF resources as at January 1984 
is given in table 111.2. The bulk of the resources were granted under the 
two special mechanisms established to implement Stand-by Agreements,
namely the "Supplementary Financing Facility" (SDR 69.2 million) and 
the "Enlarged Access to Fund Resources" (SDR 30.4 million). Substantial 
resources were also mobilised through the Compensatory Financing Facility
(SDR 51.5 million) and the Ordinary Credit Tranche (SDR 50.1 million).
Mauritius also made use of the Buffer Stock Facilities and the Trust Fund. 
Loans. 

3.3 These resources have been made available on the usual terms and 
conditions attached to the different types of financial facilities used by
Mauritius. However, specific conditions were attached to the five Stand-by
Agreements. Funds were released only after strict performance criteria have 
been met in various fields, namely public budget deficit, credit expansion 
and balance of payments, and after implementation of a series of policy
mCasues in the economic management of the country. .. ::d0. ! J 
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The World Bank 
3.4 Since 1963 when the World Bank first intervened in Mauritius, a

total amount of US $ 210 million has been made available to the country.
The major part of these iesources were obtained as IBRD loans which
carried fixed interest rates, ranging from 4.7% to 9.25%, in earlier years.
Recent loans bear floating interest rates, which are revised every six months,
the current rate being 9.29%. Until 1974, when Mauritius no longer qualified
for IDA credits because of the improved per capita income, five IDA loans 
were successful'y negotiated. Mauritius has not been ab!c to benefit fully from 
the resources provided by the International Financial Corporation, as only 
one small loan of US $ 0.6 million was raised for hotel development, 

3.5 The Bank's major loan operation has been in the support of the
Government's structural adjustment programme. Two SAL's amounting to 
US $ 55 million have been negotiated, the first one in 1981 and the second 
one in late 1982, and they supplemented effectivelythe resources providedby the IMF. Furthermore, a Technical Assistance Loan of US $ 5 million
has been tagged to the second SAL for financing studies which would serve 
as a basis for evolving policy reforms in key sectors of the economy, These 
loans represent almost 29% of all Bank resources tapped by Mauritius. 

3.6 The rest of the Bank's intervention in Mauritius was in the form
of project loans advanced mainly to finance the development of the social 
and economic infrastructure of the country. The most significant contribution 
in economic infrastructure was the financing of the setting up of industrial 
estates at Plaine Lauzun and Coromandel which proved to be invaluable 
assets to the industrial development strategy of Government. Some US $ 39 
million were provided for these projects. 

3.7 Substantial assistance was also provided for the strengthening of 
the electricity distribution network (US $ 22 million), for urban rehabilitation 
(US $ 15 million), for the improvement of the road network (US $ 15.2 
million), for harbour development (US $ 13.6 million) and for water projects
(US $ 12.2 million). 

3.8 Intervention in favour of social infrastructure consisted of a major
education development project (US $ 22.2 million) and an integrated rural 
development pogramme (US $ 4 million). Loans for education were made 
available in the context of Govei'nment's programme to reorientate the educa
tion system through the construction of post-primary institutioil., providing
technical education. The rural development programme aimed at providing
certain basic facilities to people in the rural areas. This programme also
comprised the promotion of small-scale agricultural activities. 

I 
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3.9 The Bank also financed a major agricultural project (US $ 9.2 mil
lion) in the tea sector. It provided for the creation of tea plantations for 
distribution to small holders and for the construction of a tea factory. 

The African Development Bank 
3.10 The ADB has been assisting Mauritius for almost a decade now. 

The bulk of the UA 40 million (UA 25 million) provided over the priod 
went to economic infrastructure projects. Lines of credit for industrial deve
lopment and for agro industry accounted for the remaining UA 15 million. 
All these resources have been obtained on soft terms, with interest rates 
ranging from 4% to 7% per annum plus service charges of 1% per annum, 
and repayment periods varying from 10 to 40 years. 

3.11 Road and related projects, including the Northern Entrance Road,
the Port Louis Through Road and the Grand River North-West Bridge, 
benefited most from ADB loans (UA 14 million). There was also a grant 
from the African Development Fund to assist the country in rehabilitating 
its road network damaged by cyclones. Water and sewerage development
(UA 11 million) absorbed the remaining resources allocated to infrastructure 
projects. 

3.12 The ADB has committed an amount of UA 10 million for the 
construction of a flour mill and a grain complex, only directly productive
industrial project in its portfolio in Mauritius. But it has indirectly financed 
industrial development through two lines of credit of UA 5 million extended 
to the Development Bank of Mauritius (DBM) for on-lending to the manufac
turing and agro-industrial sub-sectors. 

The European Development Fund and the European Investment Bank 
3.13 As a member of the African, Caribbean and Pacific (ACP) Group,

which is associated with the EEC through the Lome Conventions, Mauritius 
qualifies for EDF assistance and EI3 loans. The forms of EDF assistance 
to Mauritius have been limited to direct grarits and special loans as the 
country does not qualify for either STABEX or the compensatory financing
for minerals, the main exports (sugar) being covered by the Sugar Protocol. 
The volume of EDF aid under the IIrd, IVth and Vth EDF programmes
has been around ECU 40 million and total financing inputs from EIB have 
been ECU 7.5 million. In addition, Mauritius benefited by way of emergency 
aid and food aid. 

3.14 Almost 50%1 of EDF resoures (ECU 19.5 million) were used to 
finance the provision of social services, namely education, health, housing 
and community development. In education, funds were used for the construe
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tion of two secondary schools, the expansion of the university library and 
for financing overseas training. In health, EDF funds financed the purchase
of pharmaceutical supplies, the upgrading of Civil and District Hospitals
and the construction of two health centres. The construction of some 
960 houses, both in Mauritius and Rodrigues, housing loans and site-and
service schemes represent EDF's contribution in the housing sector. EDF 
also financed several small-scale projects mainly of a community development 
nature. 

3.15 Some ECU 14.5 million (or 36% of total resources) were provided
for road development. Of this, ECU 5.7 million have already been used for 
the Terre-Rouge-Mapou Highway in the North and the balance will be 
used for the Phoenix-Nouvelle France segment of the highway in the south. 

3.16 The remaining ECU 6.7 million has been allocated to the
agricultural sector. This has financed a technical and economic feasibility
study of the Western Coast Irrigation Project, the construction of two maize 
drying plants and an integrated agricultural development project in Rodrigues.
currently under implementation. A project for co!d storage facilities for onions 
is in the pipeline. 

3.17 EDF b- also given its support to the participation of Mauritius 
in trade and tourista fairs, through the production of promotional materials 
and the payment for the services of investment promotion firms, mainly in 
France, UK and FRG. 

3.18 The resources made available by the EIB have been primarily
used in the energy sector where the EIB participated together with a con. 
sortium of lending agencies in the financing of a major hydro-electric projeL 

Arab Bank for Economic Development in Africa 
3.19 Since 1975, BADEA has provided concessionary loans totalling

US $ 20.7 million. The major part of these resources (US S 18 million) were 
obtainled on usu-l BADEA terms and conditions, that is, interest ranging
from 4% to 8% with repayments spreading over 10 to 12 years. The balance 
of US $ 2.7 million was obtained as emergency assistance and contained a 
grant element of over 70%. 

I.

3.20 The ordinary resources were used or are earmarked to co-finance 
two major projects: US $ 8 million in the flour mill and grain complex
project which will be implemented "oonand the remaining US $ 10 million 
in the Champagne Hydro-electric project, the largest development project
implemented in rccent years. 
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3.21 The emergency assistance which was obtained from the special
Arab Aid Fund in 1975, was a non-project aid to meet contingency expen
diture following adverse climatic conditions. 

The OPEC Fund 
3.22 The OPEC Fund has provided mainly balance of payments support 

as it was one of the first to lend some US $ 4 million to finance the country's
economic adjustment programme. In addition, it has participated in the energy
development programme of the country, by providing some US $ 2 million 
for the co-financing of the Champagne Hydro-electric Project. The loans 
have been made available at interest rates varying from 4% to 6% per 
annum. 

The International Fund for Agricultural Development 
3.23 IFAD's involvement in project financing has been fairly recent 

and has focused on one project-the Small-scale Agricultural Development
Project. Project components include an agricultural credit programme for 
small farmers, various rural development activities and the institution of a
project monitoring and evaluating mechanism. IFAD's contribution to the
project is SDR 5.25 million. The loan is for a period of 20 years and carries 
interest at 4% per annum. 

The United Nations Agencies 
3.24 Various UN agencies have been closely associated with the

country's development effort. Their assistance has taken the form of consul
tancy and expert services, equipment, training and pre-investment services. 

3.25 Assistance from the United Nations Development Programme
(UNDP) has been most meaningful and has averaged US $ 1 million a year
since the early 1970's. In addition to short-term consultancies, training and 
equipment, the UNDP financed pre-investment studies in specific fields. It was
in the light of such studies that major investment decisions were taken 
regarding such key projects as the Champagne Hydro-electric Scheme, the 
Grand River North-West Bridge and the Flour Mill. The UNDP also financed 
a Land and Water Resources Survey in the late 1970's and provided extensive 
technical assistance in the livestock sector. 

3.26 Other UN agencies, namely FAO, UNICEF, UNFPA, UNESCO,
WHO, UNIDO, WMO. ILO and IAEA, have also provided regular assistance 
to Mauritius either through technicil assistance or by acting as executing
agencies for UNDP-financed projects. 
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TABLE 111.1
 
RECEIPTS FROM MULTILATERAL SOURCES (1963 TO-DATE)
 

Amount 
Organisation Current (Million) 

The World Bank ... ..... US $ 209.5 
International Monetary Fund ....... SDR 234.0 
African Development Bank ... ... UA 40.0 
European Development Fund ...... ECU 40.0 
European Investment Bank ...... ECU 7.5 
Arab Bank for Economic Development in Africa US $ 20.7 
OPEC Fund ...... . ,. US $ 6.0. 
International Fund for Agricultural Develop

ment ...... ... SDR 5.25 

TABLE 111.2
 
UsE OF IMF RESOURCES (AS AT JANUARY 1984)


(INCLUrDINO TRUST FUND)
 

Amount
Facility (million SDR)

Purchases - Reserve Tranche ...... 20.1 
Compensatory Financing Facility ...... 51.5 
Buffer Stock. ... ...... 3.6 
Credit Tranche (Ordinary Resources) ... 50.1 
Credit Tranche (Supplementary Financing 

Facility ... ... ...... 69.2 
Credit Tranche (Enlarged Access to Fund Resources) 30.4 
Trust Fund Loans ... ...... 9.1 

TorAL ... 234.0 

,,~~~~~~~~~~~:,z . .... -..". v[f).:
101 




CHAPTER IV 

EXTERNAL RESOURCES FROM BILATERAL SOURCES 
4.1 The diversification of bilateral aid after independence has been 

accompanied by significant changes in the relative importance of various 
donor countries (Table IV.1). The most remarkable performance is, undoub
tedly, that of France which has brought some FF 715 million to the country 
since 1970, thereby becoming by far the largest contributor among bilateral 
sources. From its position of sole bilateral partner of Mauritius, the United 
Kingdom plays to-day a lesser ro!e, although funds provided on a regular 
basis since independence, make her to-day the second largest contributor 
(E 28.3 million). Assistance from a developing country like India (IR 360 
million), reflects the privileged relations which have developed between the 
two countries. Although the intervention of oil-exporting Arab countries in 
Mauritius is fairly recent, their contribution has been very meaningful, espe
cialiy that of Kuwait (2.1 million Kuwaiti Dinars). The People's Republic
of China's offer of a £ 13.5 million loan in 1972. Australia's regular support 
since 1977 and Japan's recent emergence as a major aid donor are also 
worthy of mention. 

France 
4.2 Economic and technical co-olieration between France and Mauritius 

dates back to 1970. Initially, Mauritius benefited from grants whose volume 
were determined during Franco-Mauritian Joint Commission Meetings held 
every two years. The major part of funds released was in the form of direct 
project aid. However, two specific mechanisms, the "CrediLs d'Intervention 
Directs" (CID) and the " Petites Operations de Development" (POD), were 
set up to deal with medium-size community deve!opment projects and small 
projects with value not exceeding FF 100,000, respectively. Total grants 
received under the various schemes have reached some FF 162 million. 

4.3 As from 1975, Mauritius has been benefiting from concessional 
lending from the CCCE. The interest rates attached to normal CCCE's loans 
vary between 4.5%, for agricultural projects to 6.5% for infrastructure pro
jects and repayment periods extend from 15 to 20 years, depending on the 
nature of the projects. The CCCE serves also as a channel for assistance 
from the French Treasury and for suppliers' credits, which bear interest 
rates of 8% to 8.5% and are repayable over five years. Total CCCE's 
commitments to-date have amounted to FF 553 million. 
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4.4 The grants from the French Government have been used to finance 
mainly agricultural projects (FF 60 million), economic infrastructure (FF 32 
million), educational infrastructure (FF 28 million), cultural activities (FF 26 
million), health development (FF 13.6 million) and industrial promotion 
(FF 1.5 million). 

4.5 In agriculture and related primary sectors, major projects include 
the construction of a central abattoir, irrigation development projects and 
the construction of two fishermen's centres in Mauritius. Projects relating to 
livestock development in Mauritius and Rodrigues as well as the construction 
of a fishermen's centre in Rodrigues are currently under imp!emetation. 

4.6 Some FF 18 million have been earmarked for the Phoenix-
Nouvelle France Road Project and FF 6 million have been absorbed in the 
modernisation of the telecommunications network. The financing of several 
major studies, namely the utilisation of bagasse for power generation, Plai
sance Airport development, the Phoenix-Mahebourg Road and water 
resources development in Mauritius, together with an electrification project 
in Rodrigues have cost some FF 8 million. 

4.7 The construction of a Lycde Polytechnique, an auditorium at the 
University of Mauritius and a language laboratory for teacher training were 
the main projects in education. The major part of funds released for cultural 
activities was used for media development, comprising the setting up of a 
colour studio and associated transmission equipment at the Mauritius Broad
casting Corporation. In the health sector, funds were used to purchase hospital
equipiment and the creation of a cardio-vascular centre. Total involvement 
in social infrastructure thus amounted to FF 67.6 million. 

4.8 The bulk of CCCE's loans (FF 420 million) have been used to 
finance economic infrastructure. Energy development alone has absorbed 
some FF 234 million, or over 42% of all commitments. Projects financed in 
this sector included the Champagne Hydro-electric Project, the bagasse 
pelletisation plant and a dual nurpose boiler at one sugar factory. 

4.9 The telecommunications sector also benefited from substantial 
resources (FF 76 million) for the improvement of the telephone network 
and the extension of rural telephone exchangcs. The development of the 
Port Louis and districts water supply system (FF 57 million) and the improve
ment of Plaisance airport infrastructure (FF 53 million) were the other major 
projects in the infrastructure sector. 
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4.10 Support to the industrial and agricultural development of the 

country has been provided through five lines of credit (FF 44 million) to 

the ;DBM for the financing of development projects. The construction of a 

pork processing plant, the production of fresh-water shrimps and irrigation 
development are among the important projects financed by CCCE funds. 

4.11 The CCCE has also participated in the two structural adjustment 
loans provided by the French Government. The amounts allocated under the 
loans were respectively FF 20 million in 1981 and FF 40 million in 1983. 
These funds are being used for the import of machinery and raw materials 
as well as for the financing of a few projects. 

United Kingdom 
4.12 British aid has taken the form of project and programme loans, 

loans for direct purchase of machinery, balance of payments support and 
direct Export Credit Guarantee Department (ECGD) financing. In addition, 
a regular technical assistance programme has been provided by way of 
training and provision of expert and consultancy services. 

4.13 Since 1968, the UK Government has provided to Mauritius six 
projects and two programme loans for a total value of £ 28.3 million. Three 
of those loans were interest-free while the others carried various rates of 
interest. As at March 1984, some £ 19.4 million had been disbursed. 

4.14 Investment in social infrastructure has taken the largest share 
of British aid, or some 33% (£6.5 million) of loans disbursed. A CDC loan 
of £ 3.54 million was allocated to the housing sector while some £ 1.5 million 
went to health infrastructure, mainly for the construction of a modern hos
pital in the north and for the upgrading of facilities at two existing hospitals. 

4.15 The transport and communications sector received about £ 5.2 
million which were used mainly for a port expansion programme (including 
the construction of deep-water quays and the upgrading of on-shore facilities), 
for the procurement of equipment for the airport, road maintenance and 
meteorological services and for the development of telephone services. Water 
development, which consisted in the expansion of the Piton du Milieu Reser
voir and water works in the Districts and Port Louis systems, benefited from 
some £ 2.8 million of British aid. Energy development (£ 1.1 million) and 
improvement of the sewerage system (£ 0.9 million) were the other two 
infrastructure sectors which were financed by British aid fun ds. 
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4.16 Disbursements to the agricultural sector amounted to £ 3.4 million. 
The major part of these funds was used for the development of irrigation. 
The projects consisted mainly of modifications to the Nicoli~re Dam and the 
construction of the main pipeline supplying water to the irrigation area in 
the Northern Plains. 

and social problems, India has 

4.17 Other minor porjects absorbed some £ 1.4 million. 

India 
4.18 In spite of being a developing country with numerous economic 

brought substantial resources to the island 
of Mauritius in a remarkable example of South-South Co-operation. It now 
ranks as the third largest bilateral aid donor, after France and the United
Kingdom. Although Indian aid to Mauritius dates back to the early 1970's,
substantial resources have been forth-coming as from 1975 when a first line 
of credit was extended. In fact, the major part of Indian aid (IR 300 million)
has been made in the form of lines of credit. The balance (JR 60 million)
has been given as grants to finance several projects. 

4.19 Four lines of credit have been extended to-date. Of the total 
amount of IR 300 million, IR 200 million have been granted on a Govern
ment-to-Government basis and the balance through the EXIM Bank.
Government-to-Government credits have been more concessionary -interest 
rate of 5% per annum and repayment period extending over 12 years. EXIM
Bank credits carry rates of interest .varying from 8%1o to 9.25c% and are 
repayable over 8 to 9 years. These credits have been used mainly for the
import of equipment and raw materials of Indian origin. The balance has 
been provided to the DBM for on-lending to the agricultural and industrial 
sectors.
 

4.20 Two sectors have benefited from the IR 60 million grant: health 
and education. Total commitments to the health sector stand at IR 32 million, 
to be used for the construction of a new hosj'ital in the south of the island 
and the upgrading of the ophthalmic centre at the Moka Eye Hospital.
The major project in the education and cultural sector has been an IR 18 
million contribution to the Mahatma Gandhi Institute and an Industrial 
Trade Training Centre. The balance of IR 10 million has been used to 
finance technical assistance schemes and educational and cultural equipment
and materials. 

Dil-Exporting Arab Countries 
4.21 The co-operation between oil-exporting Arab countries and Mauri

ius is fairly recent as the first loan was contracted only in the late 1970's. 
Elowever, over such a short span of time, the amount of resources made 



available to Mauritius by three countries, namely Kuwait, the United Arab 
Emirates and Saudi Arabia is really substantial. Furthermore, in a general 
context of rising borrowing costs, the conditions on which these loans have 
been contracted are the most favourable obtained in recent years. 

Kuwait 
4.22 Kuwait has channelled its aid through the Kuwait Fund for Arab 

Economic Development and total commitments to-date amount to 2.1 million 
Kuwaiti Dinars. The average interest rate for these loans is 3.25% annum. 

4.23 Energy development has absorbed a very large fraction (1.5 million 
Kuwaiti Dinars) of the resources provided by the Fund. The whole amount 
was used to co-finance the Champagne Hydro-electric Project. The remaining
0.6 million Kuwaiti Dinars was used to co-finance the Phase I of the Mare
aux-Vacoas water supply project. 

United Arab Emirates 
4.24 The total commitments of the United Arab Emirates to-date 

amount to 18 million Dirhams and the funds have been channelled through
the Abu Dhabi Fund for Arab Economic Development. These funds have 
been made available in the form of one single loan bearing interest at 3% 
per annum and repayable in 15 years. It is being used to. co-finance with 
the Kuwait Fund the Phase I of the Marc-aux-Vacoas water supply project. 

Saudi Arabia 
4.25 Like the Abu Dhabi Fund, the Saudi Fund for Development has 

co-financed a single project to-date, the Urban Rehabilitation and Develop
ment project, for which the World Bank is the lead financing ager!,ey. The 
contribution of the Saudi Fund is 16.8 million Saudi Riyals at 29. interest 
per annum and repayment period extending over 20 years. 

The People's Republic of China 
4.26 The People's Republic of China was the first bilateral partner of 

Mauritius to make a major contribution to the planned invc.rnent pro
gramme of the country. In 1972, following the signature of an Agreement 
on Economic and Technical Cooperation, China extended to Mauritius an 
interest-free loan of £ 13.5 million for the construction of a new airport in 
the North to be used within a period of five years. Problems encountered in
the financing of the new airport and its subsequent abandonment have 
delayed the disbursement of this loan. After re-negotiation with China, it'has 
now been agreed that the proceeds of the loan will be used for the cons
truction of a new terminal building at the existing airport at Plaisance. The 
period of utilisation of the loai -has been extended to 1987. 
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4.27 Apart from the airport, the only involvement of China has been 
in an agricultural experimental project which has necessitated small financial 
input. 

Australia 
4.28 Australian aid to Mauritius has been a.regular feature since 1977. 

Total aid flows to FY 1983 have reached A $ 14 million. The whole amount 
has been given as grants. Australia has used three delivery instruments to 
channel its assistance: The Development Import Grant Scheme (DIGS), the 
Accountable Cash Grant Scheme (ACGS) and Food Aid. 

4.29 Food aid has constituted 64% of total aid flows. Another 25% 
has been provided under DIGS, which is tied to the purchase of capital goods 
of Australian origin. The balance (A $ 1.4 million) has been granted in the 
form of project aid and technical assistance. 

Japan 

4.30 Japan has recently emerged as a major aid donor to Mauritius. 
Japanese commitments to-date have amounted to US $ 7 million. The major 
part of this aid has been channelled through JICA and has been provided 
on pure grant terms. The balance made up of soft-term loans has been 
handled by the Japanese Exim Bank. 

4.31 A port development project in the harbour of Fort Louis has 
benefited most from Japanese aid (US S5 million). Other projects include 
a fisheries research centre at Albion on the west coast of the island and the 
studies for the Port Louis-Beau Bassin Road project. 

Federal Republic of Geimany 
4.32 The intervention of the Federal Republic of Germany dates back 

to 1974. Total commitments to-date amount to DM 9.5 million, with DM 7.5 
million as project aid and DM 2 million as programme loan. The programme 
loan carries a 2% interest rate per annum and has a repayment period of 
30 years. The project loans have varying rates of interest and repayment 
periods. All loans have been channelled through the KFW. 

4.33 The purchase of two generators of 450 kwh each, together with 
the ancillary equipment, for erergy development has absorbed DM 4.5 million. 
The balance of DM 3 million has been made available to the co-operative 
sector. The programme loan which has been committed in 1983 is to be 
used for the import of ess-, ; ' "vni A c'f' m ,wluu,ntfb, .-,,;,n, , t i, 

machinery. 



Canada 
4.34 Total Canadian assistance to Mauritius over the last ten years

amounted to C $ 1.6 million. This aid, adminkitered through CIDA, IDRC 
and the Mission Administered Fund, has been made available in the form 
of grants. 

4.35 About 50% of total aid has been used to improve water supplies 
in Rodrigues. Some C $ 0.6 million has been committed to community deve
lopment. And the balance has gone to the education sector, mainly for the 
equipment of a language laboratory at the Institute of Bilingualism. 

Republic of Korea 
4.36 Assistance from the Republic of Korea has been forthcoming on 

an ad-hoc basis, mainly in the form of equipment and vehicles. Recently, 
some transport equipment has been provided for the Indian Ocean Islands 
Games planned for later in 1985. Some US $ 0.25 million have also been 
granted for the purchase of equipment of Korean origin. 
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TABLE IV.1 

Origin of Bilateril Ai? 
Amount 

Country Cwrency (ndiIlion) 
France ... ... French Franc ... 715.0 
United Kingdom ... ... £ Sterling ... ... 28.3 
India ... .... Indian Rupee ... 360.0 
Kuwait ... ... Kuwaiti Dinar ... 2.1 
China (People's Republic) ... £ Sterling ... ... 13.5 
Australia ... ... Australian Dollar ... 14.0 
Japan ... ... ... US Dollar ...... 7.0 
.United Arab Emirates ... Dirham ... .. 18.0 
Saudi Arabia ... ... Saudi Riyals ... 16.8 
Federal Republic of Germany ... Deutche Mark ... .9.5 
Canada ... ... ... Canadian Dolla 1.6" 
Republic of Korea ... US Dollar ...... 0.25 



CHAPTER V 

EXTERNAL RESOURCES FROM PRIVATE SOURCES 
5.1 As explained in Chapter I, the recourse to commercial borrowings

by Government was initially motivated by the emergence of a resource gap, 
reflecting the combined effect of falling sugar prices, increasing consumption
expenditure and an expanding public investment programme. The mobili
sation of resources from private sources to finance the public investment 
programme of the country was seen as a temporary expedient since recovery 
was expected to generate sufficient resources to meet the current needs of the 
country while ensuring the servicing of the newly-contracted commercial loans. 
The economic situation, far from recovering, in fact worsened and led to a 
widening resource gap and to acute external payments problems. Later com
mercial loans were contracted essentially to meet these payments problems 
and represent in fact the "deficit financing" of the Mauritian economy. 

5.2 As at September '984, the Government had contracted five com
mercial loans from the Euro-dollar market for a total value of US $ 212 
million. The loans were syndicated by several consortia of commercial banks, 
led successively by Lloyds Bank International Limited. Caisse de Credit 
Agricole/Gulf International Bank, Citicorp International Bank Ltd,. the State 
Bank of India and the Hong Kong and Shanghai Banking Corporation. All 
five loans were contracted on floating interest rates corresponding to varying
spreads over LIBOR. The repayment periods vary between 3 to 6 years after 
an initial moratorium of 2 to 4 years. 

5.3 The proceeds of these commercial loans were not, in general, ear
marked for any specific use. However, the first Euro-dollar loan contracted 
in 1977, was effectively used to finance part of the cost of the Bulk Sugar
Terminal Project. The second loan also provided financing for several capital
projects. The three more recent loans have been contracted to ease the critical 
foreign exchange resource position of the country and to enable the import 
of essential commodities. 

5.4 Mauritius finds itself to-day in a most unconfortable situation where 
it is compelled to have recourse to new commercial borrowings in order to 
service loans contracted in the past. Exclusive dependence on prevailing levels 
of official development assistance would, in fact, result in a net negative flow 
of external resources. It is essential that aid donors play their role to the full 
and support Mauritius in its attempts to explore novel approaches at mobili
sing a bigger flow of external resources to staunch the resource outflow and 
thereby break the vicious circle of commercial borrowing for debt servicing. 



CHAPTER VI 

SECTORAL ALLOCATION OF EXTERNAL RESOURCES 
6.1 Exce.ft for commercial loans from private sources, all resources 

made available are subject to some sort of conditionality as to their utilisation. 
Project aid is, of course, tied to the financing of specific projects for which 
agreement has been reached with aid donors and re-allocation of funds are 
rare and normally quite diffi,-ult to arrange. But other forms of aid, whether 
lines of credit, programme loans, balance of payments support, food aid or 
emergency assistance, do also include utilisation criteria, although often much 
less stringent than in the case of project aid. Thz conditions attached to 
external aid reflect, in fact, aid donor's areas of specialisation, sectoral priori
ties and development philosophy. 

6.2 Mauritius has formulated a development strategy after its accession 
to independence and has since consistently followed this strategy, alt:;ugh 
the emphasis on some specific issues has been uneven ever the years. This 
strategy can be sunmarised as follows: 

(a) 	the development of an off-shore industrial sector to diversify 
the Mauritian economy and to provide gainful employment to 
the large number of urnemployed in the country; 

(b) 	a genuine agricultural diversification programme to achieve a 
greater measure of scif-sufliciency in the food requirements of 
the country, to expand the production of exportable agricultural 
products and to raise the incomes of the farming community: 

(c) 	the consolidation of the tourism sector as a major foreign 
exchange earner; 

(d) the development of the economic infrastructure (with special
emphasis on energy deveiopment after the oil crisis) to provide 
the essential economic services so vital to the long-term deve
lopment of the country; and 

the provision of essential social services to raise tne stanuara 
.of, living of the population with due attention to the mor
destitute sections of the commvnity. 
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6.3 The Government of Mauritius has made a judicious utilisation ofresources available by 'selling' s-pecific sectoral projects and programme toexternal countries and organisations depending on their priorities and areas
of interest. This policy has enabled the country to implement a coherentdevelopment programme while paying due respect to various donors' ownpredilections for specific areas and sectors. 

*6.4 Substantial resources (about US$86 million) have thus beenchannelled to the development of industrial infrastructure, to the financingof industrial projects and to the promotion of foreign industrial investment.
External aid has also played an important role in agricultural diversificationby financing major irrigation schemes, tea development, fisheries infrastructure
and research facilities and livestock projects. 

6.5 Almost all major economic infrastructure projects impiementedsince independence have benefited from external inputs: water projects(US $ 40 million), energy development (US $ 40 million for the ChampagneHydro-electric Project alone), harbour development (US $ 13.6 million fromthe World Bank and £ 2.5 million from ODA), airport modcrnisation (FF 53million from CCCE and £ 13.5 million from China), major road projects(substantial contribution from CEC, ADB and FAC), telecommunicationsdevelopment (ODA, CCCE, Australia and India) and sewerage improvement
(ADB and ODA). 

6.6 Among all social services, education has beneneca most lromexternal assistance (US $ 22.2 million from the World Bank, FF 36 millionfrom France, IR 18 million from India and £ I million from UK). But healthdevelopment (ECU 3 million from the CEC, IR 23 million from India,£ 1.4 million from UK and FF 6.6 million from France), housing services
(US $ 11.6 million from the World Bank, ECU 3 million from the CEC and£ 2 m;llion from CDC), information services (FF 26 million) and community
development (US $ 4 million from the World Bank and FF 9. million from

France) also received a significant amount of resources.
 

INCOME-GENERATING SECTORS 

Agriculture and Fisheries 
6.7 In agriculture, the main thrust has been to create the necessaryinfrastructure and supporting facilities required to facilitate agriculturaldiversification. Irrigation development has been an essential componeat ofthis policy. External aid from the ODA and CDC, to the tune of 5.5 million,has been particularly useful for the financing of a major project in theNorthern Plains designed to irrigate some 1,500 hectares. In addition. various 
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small-scale irrigation projects covering a total land area of 235 hectares have 
been implemented with support from France. A series of other small-scale 
irrigation projects is also planned as part of the Small-scale Agricultural 
Development Project financed by IFAD. Furthermore, the tea sub-sector has 
attracted substantial financing from the World Bank (US $ 5.2 million). 

6.8 In the livestock sector, the UNDP and the CCCE financed research 
and animal health improvement projects. The research effort concentrated 
on the development of appropriate animal feeds based on the by-products 
of sugar cane. As regards animal health, the focus was on minimising losses 
of animal lives and improvement of livestock productivity. 

6.9 An integrated agricultural development programme, aimed at 
increasing foodcrop and livestock production while creating the necessary 
marketing infrastructure, is presently under implementation. The CEC is 
providing the funds for the project. 

6.10 Fisheries development is an integral component of Government's 
policy to increase the country's self-sufficiency in food production. The most 
significant external contribution to the sector has comu from Japan which 
has financed a fisheries research centre and a deep-sea fishing port project 
(1.02 billion yen) which is presently under construction. Australia has also 
provided assistance in the form of six fishing boats and seven patrol boats 
for fisheries surveillance. 

Industrial Development 
6.11 The decision of the Government of Mauritius in the late 1960's 

to make the development of export manufacturing industries the spearhead 
of the country's industrial programme was indeed a bold one. The measures 
taken by Government at various levels, and more specifically the generous 
incentives provided by the Export Processing Zones Act of 1971, have con
tributed to the remarkable success of this policy. However, without the 
support of the international community, this success would have certainly 
been more limited. The World Bank was the first to make a major contri
bution by financing the setting-up of industrial estates to house export 
industries and by extending several lines or credit to the DBM for on-lending 
to private enterprises, especially in the EPZ. Other financial organisations, 
namely the CCCE, EIB, ADB and the Industrial Development Bank of India, 
provided some US $ 25 million to the DBM for ensuring a growing support 
to industrial activities. The CEC has financed Mauritian participation in trade 
fairs and supported industrial promotion activities designed to 'sell' Mauritius 
as an off-shore manufacturing base to foreign investors. 
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6.12 The only major agro-industrial project to be directly financed by
external sources is a flour mill and grain complex project to be set up with 
a view to producing locally the country's requirements for flour and other 
related products. The ADB and BADEA have committed US $ 20 million 
for this project. 

Tourism 
6.13 The efforts made by the Government to ensure a continued 

expansion of the tourism sector have been bearing their fruits. Tourist arrivals 
thus rose from 27,000 in 1970 to an expected 140,000 in 1984 when gross
earnings from tourism are expected to reach Rs 640 million. In spite of this 
remarkable performance, external resources to the sector have been fairly
limited. In Mauritius, one hotel project was financed by the IFC (US $ 0.6 
million) and the CEC has funded Mauritian participation in international 
tourism fairs. 

ECONOMIC INFRASTRUCTURE 

Energy 
6.14 Since independence, the Government's objective has been to 

connect the whole island to the national grid. For this island-wide electri
fication programme, substantial investment was necessary to increase electri
city generation and to extend the transmission and distribution networks. 
The first oil shock of 1973 revealed the vulnerability of Mauritius to rapid
fluctuations in oil prices and their disastrous impact on the import bill, as
90% of the country's primary energy requirements were imported. Conse
quently, the development of local sources of energy became a high priority 
of Government. 

6.15 The largest project implemented in the energy sector has been
the Champagne-Hydro-electricity Project for which total external funding 
amounted to some US $ 40 million supplied by BADEA, EIB, OPEC Fund,
CCCE and the Kuwait Fund. Two major projects aimed at developing
indigenous sources of energy, the bagasse thermal project and the pilot
bagasse pelletisation plant, benefited from CCCE's assistance to the tune of 
FF 86 million. 

6.16 Substantial external resources have also been used to increase the
generation capacity of existing power stations through the installation of 
new generators (about FF 86 million from CCCE, DM 4.5 million from FRG 
and £ 1.1 million from UK). The extention and strengthening of the trans
mission and distributici networks have been mainly financed by the World 
Bank (US $ 22 million), although France also brought some contribution. 
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Water 
6.17 Water development has been among Government's highest prio

rities because of its key role in agricultural diversification and industrial 
development and its impact on the standard of living of the population. 
However, in the early years, external assistance to this sector has been quite 
low, the only significant contributions coming from the CCCE and the World 
Bank. 

6.18 However, since the beginning of this decade Government's renewed 
efforts to mobilise resources for this sector have been bearing their fruits. 
Government has evolved a large-scale water development programme and 
total commitments to-date have reached US $40 million. New donors to the 
sector are the Kuwait Fund, the Abu Dhabi Fund and the USAID. The 
loan proceeds are being used to finance major works in the three existing 
systems, the Port Louis System, the Mare-aux-Vacoas System and the Districts 
Water Supply System. 

Harbour 

6.19 As the only port of Mauritius, the harbour of Port Louis has 
been the main focus of Government's harbour development programme. The 
most important project has been the construction of the Bulk Sugar Terminal 
to expedite sugar exports and to reduce port congestion. Subsiantial invest
meat has also been made in the construction of dcep-water quays and transit 
sheds and in the improvement of on-land infrastructure. 

6.20 T'. Sugar Terminal project was partly financed by the first Euro
dollar loan of US S 50 million, contracted in 1977. The other projects in this 
sector benefited from the assistance of the World Bank (US $ 13.6 million) 
and the ODA (E2.25 million). 

Airport 
6.21 For a remote island like Mauritius, Plaisance airport has a highly 

strategic role, especially in the context of the export-led development strategy 
followed by the country and the importance of tourism in .the economy. 
However, investment in airport development has been paradoxically very low 
until recently owing largely to the fact that the, decision to expand and 
develop Plaisane airport as against the project of building an entirely new 
airport in the North of the country, was finalized only in 1982. 
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6.22 A Master Plan for Plaisanc& airport development to cater for 
traffic needs until the turn of the century has been prepared. Some urgent 
improvement works have been initiated. They include the resurfacing of the 
runway, the provision of additional navigational aids and airport lighting
equipment and the construction of a new control tower. The CCCE has 
provided the funds for these works. 

6.23 The Government of the Republic of China has made available 
an interest-free loan of $ 13.5 million in 1972 which was to be used for the 
new airport project. It will now be used for the construction of a new 
terminal building and access roads to Plaisance. 

Roads 
6.24 Mauritius is endowed with an extensive road network since a 

long time. However, some major roads were unable to cope with the growing
traffic. Consequently, the emphasis of Government has been to build motor
ways and to improve urban roads in order to reduce congestion. Investment 
has also been made in the construction of roads in rural areas to promote 
a greater integration of the national terr-itory. 

6.25 External resources have been obtained mainly for the building
of motorways. The Northern Entrance Road and the Relief Road to the 
North have benefited from assistance from the CEC (ECU 5.7 million) and 
the ADB (UA 2.7 million). Commitments for the Phoenix-Mahebourg Road 
are ECU 8.5 million from the CEC and FF 18 million from France. The 
ADB has also made a substantial contribution (UA 3.3 million) to the 
construction of the Grand River North-West Bridge. 

Telecommunications 
6.26 The dispersion of economic activities over the national territory,

especially with the creation of industrial zones in rural areas and the con
struction of hotels on the coast, and the growing domestic demand for 
telephone services have prompted the Government to invest heavily in the 
modernisation and expansion of the telephone network. 

6.27 The bulk of external financing has come from France which 
provided some FF 77 million through the CCCE, supplemented by buyers'
credits from the Banque National de Paris (BNP). French assistance financed 
mainly the installation of the electronic switching system and an external 
line plant. The ODA has also made a significant contribution (E4.5 million).
Additional assistance came from Australia (A $ 0.75 million) and India 
(IR 1.5 million). 
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Sewerag4 
6.28 Sewerage development forms an integral part of the programme

for improving urban infrastructure for both domestic and industrial users. 
The only significant external contribution to this sector has come from ADB 
(UA 5 million) for the improvement of the sewerage system in the urban 
areas and its extension to the industrial zones of Coromandel and the suburbs 
around Port Louis. Other contributions include a British grant (f0.4 million)
for the construction of the Northern outfall and the financing by France 
of studies to the extension of the sewerage network. 

SOCIAL INFRASTRUCTURE 

Education 
6.29 In education, the emphasis during the decade of the 1970's has 

been to reorientate the education system from academic to technical education 
in line with the growing demand of the economy for various types and levels 
of skills. The post-independence period has also witnessed the development
of tertiary education and a general expansion of the whole education system. 

6.30 The World Bank has made a major contribution to the develop
ment of the education sector (US $ 22.2 million), and to technical education 
in particular. The construction of junior secondary schools and the Industrial 
Trade Training Centre at Piton and the setting up of a Central Training 
Office were the World Bank's projects in favour of technical education. 
France contributed to that effort through the financing of the construction 
and equipment of the Lyce Polytechnique at Flacq (FF 36 million). India 
also helped by providing equipment to the Industrial Trade Training Centres 
at Beau Bassin and Piton. 

6.31 Assistance to tertiary education camemainly from the UK (f 1.0 mil
lion) which financed the extension of the University of Mauritius, the 
construction of the Institute of Education and the expansion of the University
library. The World Bank also provided assistance to the Mauritius College
of Education and to the Mauritius Institute of Education. 

- 6.32 Other assistance to the education sector consisted of a primary
education rehabilitation programme (World Bank), the construction of 
secondary schools at Rose Belle and Ebene (CEC) and the construction of 
the Mahatma Gandhi Institute (India). " 
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Health 
6.33 Investment in health infrastructure has been guided by two basic 

objectives: the provision of primary of health care to the whole populati6n
of Mauritius and the integration of preventive, curative and promotive health 
services. External assistance has been very helpful in the construction and 
supply of equipment for I'ispitals and health centres. 

6.34 The UK financed the construction of and the equipment for a 
major hospital project in the North (f 1.4 million). The CEC provided some 
ECU 3 million for the improvement and extension of existing hospitals and 
for the construction of two health centres. India has committed JR 32 million 
for the construction of a new hospital in the South (IR 23 million) and for 
the extension of the Moka Eye Hospital (IR 9 million). Equipment for health 
services has been granted by France (FF6.6 million), Australia and Canada. 

Housing 

6.35 After the catastrophic cyclones of 1960 which made large numbers 
of Mauritian families homeless, Government's policy in the housing sector 
focused on the provision of low-cost houses for the economically dis
auvaintaged groups. However, the financial difficulties faced by the Govern
ment in the late 1970's compelled it to limit the share of housing in public 
sector investment. Consequently, greater emphasis has been laid on the 
supply of core-units, serviced plots and terraced houses on terms which make 
them both affordable and replicable. The grant element in recent housing 
schemes is much lower than those initiated in the 1960's. 

6.36 The main sources of external finance for public low-cost housing 
programmes have been the World Bank and the CEC. The World Bank has 
financed an integrated housing project adjacent to the Coromandel Industrial 
Zone on the outskirts of Port Louis (US $ 11.6 million). The CEC has 
provided the funds for a site-and-service scheme and for loan to low-income 
families (ECU 3 million) as well as for an emergency housing scheme 
following cyclone Gervaise in 1975. 

6.37 Government has also been providing mortgage loans to middle
income groups through the Mauritius Housing Corporation (MHC). The CDC 
provided a loan of £ 2 million to the MHC for on-lending as mortgage 
finance. 
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Commnnity Development 
6.38 Government attaches a special importance to the improvement

of essential amenities, both in rural and urban areas, with a view to raising
the standard of living of the population. Substantial investment has thus been
made to improve radio and television services, to build community halls, toexpand and decentralise sports facilities, to provide rural areas with village
halls, markets, health centres, access and link roads and other facilities. 

6.39 Radio and television services have received extensive and conti
nuous assistance from France (FF 26 million), the almost sole aid donor in
this sector. These funds have financed the acquisition of colour-television 
equipment, consultancy services, training and the construction of a TV studio
for the MBC. A major contribution to sports infrastructure has also been
made by France (FF 9 million) for the construction of an Olympic-size swim
ming pool, in the context of the organisztion of the Indian Ocean Islands 
Games in 1985. The World Bank has financed a major rural development
programme (US $ 4 million) aimed at providing rural areas with basic 
amenities and raising the incomes of the farming community through small 
agricultural schemes. 



CHAPTER VII 

EXTERNAL INDEBTEDNESS 
7.1 The servicing of external debt of the country has become an acute 

problem only in recent years. It is mainly a direct consequence of the ma
turing of commercial loans and the repurchase obligations in respect of IMF
credits advanced in the late 1970's to finance the balance of payments deficits 
of the country. It more generally reflects the hardening of the conditions on 
which external resources have been made available to the country since mid
1970's. However, other important factors, namely the deterioration of the 
terms of trade of Mauritius, the stagnation of output and the growing weight.
of the US Dollar in the debt profile of the country, have further compounded 
the debt problem. 

7.2 Heavy payments on account of debt servicing have resulted in
burdensome external payments problems. They also represent a serious drain 
on the public finanrces as a growing proportion of Government revenue is being
diverted away from public investment to repay debts. Furthermore, existing
obligations represent a constraint to the mobilisation of new external resources 
as the recourse to substantial new loans, especially on commercial terms, 
can only aggravate the debt problem. 

7.3 The re-adjustment programme of the Mauritius economy initiated 
in 1979, with the assistance of World Bank ani the IMF, was expected, 
among other things, to alleviate the debt burden of the country. In spite of 
the strict adherence of Mauritius to this programr.e and the undeniable 
success with which it has been implemented so far, the external debt service 
ratio has reached new heights every year. There is an urgent need to take 
specific action to alleviate the debt problem now; otherwise, it will compromise
future growth. 

The causes of debt service escalation 
7.4 The recourse to several Euro-dollar loans and to substantial IMF 

resources over the period 1977-82 has resulted in a bunching of repayments 
as these loans carried a grace period of three to five years. In 1984, IMF 
repurchases and the servicing of the four Euro-dollar loans accounted for 
some Rs 1,100 million or 60% of total external debt servicing. Other loans 
contracted on more stringent terms have also contributed to increase debt 
service obligations. As a result, the average interest rate of new commitments
increased from 0.8% in 1971 to 10.5% in 1980 while the grant element 
declined from an average of 83.3% in 1978 to 16.9% in 1981. The rapid
increase of the level of indebtedness of the country coupled with the harden
ing of lending zonditions are thus the main factors affecting the debt problem. 
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7.5 An unusually long period (1980-84) of adverz climatic conditions 
it home affected seriously agricultural exports. (especially sugar) while the 
prolonged world economic recession and increasing protectionism condemned 
the export manufacturing sector and the tourism sector to virtual stagnation.
This poor performance in growth of domestic output accompanied bywas 
a constant deterioration of the terms of trade, the relevant index declining
from 100 in 1975 to about 50 in 1982. The consequent growing deficits inthe balance of trade constituted the underlying factor which compelled the
Government to contract commercia! loans which are presently weighing
heavily in the debt servicing commitments of the country. Furthermore, thestagnation of export earnings led to an upvard leap in the debt service ratio 
of the country. 

7.6 The change in the debt profile of the country has also contributedto an aggravation of the debt problem. As explained earlier (Chapter II), inthe late 1960's Mauritius was indebted almost solely vis-a-vis the UK and
its debt was thus denominated in pound sterling. The diversification of sourcesof external finance inevitably led to a diversification of currencies in which new. loans were contracted. The pound sterling thus gradually gave way to
the US dollar, which accounted for two-thirds of external public debtstanding at the end out

of 1983. against only 5% for the former. The debtproblem has thus become highly sensitive to the movement of the US Dollar.
The rise of the US Dollar in recent years has brought additional debt service 
costs. 

7.7 As a result of all these factors there has been a net acceleration ofdebt service obligations over a fairly short span of time. From Rs 118 million
in 1978, external debt servicing rapidly reached Rs 1,833 million in 1984,The debt service ratio climbed from the low level of 4% to 29% over the 
same period. 

The effects 
7.8 Rapidly increasing debt service obligations have resulted in heavy

strain on the external reserves position of the country, e pecially at themid-year and end-of-year periods when there is a bunching of debt service 
payments. The country thus finds itself regularly in dire financial straightswhich impose their own constraint on the proper management of the national 
economy. 

7.9 Debt service obligations have also put great pressure on the financesof. the Government. An increasing proportion of Government recurrent rcvenue has had to be channelled to the servicing of external debt. In FY 82about 4001- of riovermment's recurrent revenue was devoted to debt repayment. 
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Since then, this percentage has continued to increase reaching an estimated 
47% in FY 84. Government is thus deprived of a major part of the essential 
resources it needs to support the national effort to achieve genuine economic 
recovery. 

7.10 A high debt service ratio represents directly or indirectly an 
obstacle to further external resource mobilisation. Mauritius has not yet 
reached the alarming level of indebtedness of some developing countries aor 
has its international credit-worthiness been seriously affected. Government is, 
however, fully aware of the fact that substantial recourse to new non-conces
sionary loans can only get the country bogged down as debt problems become 
overwhelming. The Government is thus compelled to follow the policy of
self-restraint, as outlined earlier (Chapter I), which represents a constraint 
to further resource mobilisation. 

Towards a new approach to the debi problem 
7.11 Mauritius is one of the few developing which has implemented a 

re-adjustment programme successfully ir spite of adverse climatic conditions. 
The policy measures agrm.ed upon with die IMF and the World Bank have 
been fully implemented and the performance in all areas, namely exchange 
rate policy, demand management, crcdit control, public budget deficit and 
prices aad incomes front, has been rcmarkab!e. The efforts made at all levels 
to ensure the economic recovery of Mauritius, epe'ially through export
promotion, have also been giving satisfactory results in 1984 as the export 
manufacturing sector grew by some 16% while a new record in tourist arrivals 
has been reached in 1984. 

7.12 In spite of the internationally acknowledged good economic per
formance of Mairitius, the external debt service ratio has reached a new 
peak in 1984 and the country continued to face severe external payments 
problems. As a resu!t, a new Euro-dollar loan had to be contracted in late 
1984. The complete repayment of the first three Euro-dollar loans over the 
next few years would normrlly result in a substantial fall in the debt service 
ratio by the end of the decac, as indicated in Table VII.l. However, past 
experience seems to suggest that in the absence of specific measures to ease 
the debt problems, they will only be replaced by new commercial loans, as 
the one contracted in 198.4, and th,. debt problem will be thus only postponed, 
probably assuming larger proportions in future. 
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7.13 Strict financial discipline and export promotion cannot in them
selves constitute a long-term solution to the debt problem, especially, if such
relief is not to be obtained at the expense of socially damaging sacrifices in
economic growth and welfare. The spectre of a forthcoming debt crisis should 
be eliminated once for all to enable the Government of Mauritius to concen
trate its efforts on, and to devote maximum resources to the long term
economic development of the country. An expanded flow of concessionary 
resources together with specific reasures aiming at providing immediate relief 
to the debt problem will reactivate the primary role of external resources as 
a catalyst to economic growth. 



TABLE VII.1 

1978 
External Debt Servicing. 

1979 i.0 1981 1982 1983 1984 9r.) IW0 1987 1988 .b 
Total .External Dept Seivicing
(Rs million) ... 

Export Earnings (Rs million) 
External Debt Service Ratio tO/A 

110 
...2740 
-- A 

197 
3283 

6 

349 
4488 

8 

674 
4629 

15 

926 
5539 

17 

1451 
5410 
26.8 

1833 
6249 
29.3 

2029 
6928 
29.3 

1807 
7927 
22.8 

1677 
8898 
18.9 

1654 
9875 
16.7 



ANNEX 

FOOD AID 
Mauritius first obtained food aid from WFP in 1970. The aid was linked 

to a programme for improving the nutritional status of the primary school 
children, and subsequently of the vulnerable segments of the population. 
The 1970's witnessed the emergence of food surplus countries in North 
America and Western Europe. Mauritius thus benefited from a significant 
flow of food aid from these countries, mostly on a grant basis. Although still 
a very small proportion of total external aid flows and well below the require
ment of the country, food aid has, in recent years, assumed a crucial role in 
Government's efforts to achieve its social and economic objectives. This form 
of assistance is regarded as essential to supplementing foreign financial flows 
for strengthening the external payments positions of the country. 

Food Aid and Food Self-Sufficiency 
2. Government is concious of the implications of cheap food imports 

which, in many instances, distort the market for food, disrupt agricultural 
p:,roduction and alter the consumer's preference in favour of imported staples. 
In Mauritius, food imports, however, do not pose any of these problems due 
largely to the specific socio-economic and agro-climatic conditions of the 
country. 

3. A major part of food aid to Mauritius has consisted of rice and 
wheat flour, both are staple foods and have traditionally been imported. 
Paddy has been grown in the country but production never exceeded 
1,500 tons in a year, compared to the current annual average consumption 
requirement of over 70,000 tons. The consumption of wheat flour has ave
raged about 60,000 tons a year, but production possibilities are limited 
because of the unsuitable agro-climatic conditions. Their imports, therefore, 
do not disrupt local production nor distort the market of domestically grawn 
crop. 

4. It is, however, recognised that the import of these commodities on 
a massive scale constitute a heavy drain on the country's scarce foreign 
exchange resources. Food aid has proved an effective means of alleviating 
pressure on the balance of payments, especially when it comes free or on 
highly concessionary term 
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Management of Food Aid 

5. As in the case of the other external resources, Government has 
viewed the management of food aid from a broader macro-economic perspec
tive. Government has also set up an effective machinery to receive, store, 
distribute or sell the commodities provided under various food aid pro
grammes. The small size of the country, the well-developed road network and 
good storage facilities have rendered distribution more efficient. The system 
has worked to the satisfaction of both the donors and the Government 

Sources and Value of Aid 
6. In the early 1970's, WFP was the only multilateral agency contri

buting food aid to Mauritius. Over the years, the country has succeeded in 
diversifying its sources Thus, in 1984, Mauritius was receiving food aid from 
at least two multilateral and three bilateral donors. The contribution of the 
WFP has, however, remained the largest (US $ 24 million). The other multi
lateral donor, the EEC, has provided food aid valued at ECU 16 million 
since 1973. 

7. Among the bilateral donors, the contribution of the United States 
has been most significant (US S 15.2 million), followed by Australia 
(A. 	$ 9 million) and France (MRs 16.4 million). Australia and France have 

" provided non-refundable aid. The Vv, aid has also been free except under 
Public Law 480 Title I under which concessionary credits with interest of 
3-4% per annum repayable over 20 years have been extended for food 
imports. The table below gives the value of food aid receiVed from all sources, 

TABLE 

VALUp. OF FOOD AID FROM MULTILATERAL AND BILATERAL SOURCES 

Source Currency Value ofFood Aid 
(Million) 

Multilateral: 
WFP ... ... US $ 24.0 

EEC ...... ECU 16.0 

Bilateral: 
United States ...... US $ 15.2 

Australia ...... A. $ 9.0 

France .I.....MDs 	 16.5 
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Sectoral Distribution of Aid 
8. The utilisation of food aid and its proceeds has largely reflected the 

sectoral priorities of Government and, to some extent, the conditionalities 
attached to their use by the donors. Most of the WFP supplied commodities 
have been freely distributed to vulnerable groups annually some 150,000 
school children and some 105,000 needy persons benefited from the distribu
tion. Some EEC and Australian food aid in particular commodities like milk 
and butter-oil-was also distributed freely to disadvantaged groups to improve 
their nutritional standard. It may, however, be mentioned that the amount 
of such aid has been very limited to a level that has not disrupted the local 
market for such commodities. 

9. In other cases, it was possible to raise counterpart funds through 
sale on the local market. The proceeds thus generated constituted a valuable 
source of capital funds for implementing high priority projects in the 
agricultural sector. 

Conclusion 
10. In less than two decades. Mauritius has achieved a fair measure 

of success in mobilising food aid from multilateral and bilateral sources. Tlis 
is reflected in the value of aid which reached a peak Rs 60 million in 1982. 
Mauritius has been able to utilise this aid effectively. The objective has been 
to channel the resources released from the availability of food aid to contribute 
to the growth momentum and to the creation of productive employment 
opportunities. Similtancously, food aid has helped to improve the nutritional 
status of the vulnerable segments of the population. 

9VO
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SECTOR-WNISE ASS.STANCE SANCTIONED TO 

SLL SCALE INDUSTRI.AL .sEcT.R (AS' AT 0 JUNE 194) 

Sectors No. of Amount of loancases sanctioned (Rs in) 

Furniture 427 4.01 

Garments l,2DO 8.53 

Light engineering (metal works, 
garages etc.) 535 6.35 

Leather works 68 0.88 

Agro-industries (poultry, 
fishnr'Lc2, mixed farming etc.) 468 4.81 

Fishing 364 2.46 

Miscellaneous 819 12.97 

TOTAL 3,881 40.01 

FY 1,84 - March 1985 + 285 8.72 

GRAND TOTAL 4,166 48.73 

http:INDUSTRI.AL


ANNEX 1.2
 

NUMBER ND k;LOUNT OF LOANS SANCTIONED UNDER 

il-IE SMALL BUSINESS F]INANCING SCFFME. (IAIJRITIU2I G FDRIGUES) 

AS AT 30.6.84 

Sectorwise 
No. of 
cases 

Amount sanctioned 
by DBun 

Amount sanctioned 
by DBM Gother banks 

General retailers 

Hawkings 

Restaurent, food G allied 

Mixed farming 

Galnients manufacture 

Furnitore making 

Transport 

Light engineering 

Leath7r works 

Education 

Miscellaneous 

326 

82 

51 

51 

23 

i 

51 

13 

15 

13 

47 

3,136 600 

410,220 

387,000 

318,720 

169,200 

94,800 

629,700 

84,500 

132,600 

168,50 

581,7O 

5,228,000 

683,700 

645,000 

531,200 

282,000 

158,000 

1,049,500 

141,000 

221,000 

281,000 

969,650 

TOTAL 687 6,12.4,030 l0,19,050 

Up to 31.3.85 647 12.9m 

GRAND TOTAL 1,334 19,Om 
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