
Fiscal Trends and 
Outlook
Experience of Mauritius
November 2011



Outline

• 2005 – The turning point
• Fiscal Reforms

• Revenue
• Expenditure
• Public Debt
• Procurement

• Facing the Crisis
• Outcomes
• Fiscal Outlook



2005 – The Turning Point
• Unfavourable International Situation

• Sectors losing preferences

• Macroeconomic situation deteriorating

• High burden of Incentive Framework

Failure of Model based on 
Trade and Tax Preferences/ Incentives

Presenter
Presentation Notes
Unfavourable International SituationIncreased competition with globalisationSoaring energy pricesSectors losing preferencesDismantling of Multifibre AgreementSharp cut in sugar pricesMacroeconomic situation deterioratingGrowth on declining path Low job creation resulting into rise in unemployment rate Deteriorating ToT High burden of Incentive FrameworkWelfare State becoming unaffordablePension system is unsustainableIncentives favour capital intensive, low productivity sectorsService quality is low and cost high in public utilities, particularly ICTBias against micro-enterprises and SMEsLack of skilled and semi-skilled workers to power new sectorsInsufficient and ineffective training programs for low income groups, unemployed and new entrants



Reform Programme

• Fiscal Consolidation and Improved 
Public Sector Efficiency

• Improving trade competitiveness

• Improving the Investment Climate

• Democratizing the Economy through 
participation, social inclusion and 
sustainability. 

Shift from Trade Preferences to Global 
competitiveness



Fiscal Reform - Revenue

• Complete overhaul of the tax regime

• More transparent, simplified and rule-
based

• More efficient, investment-conducive and 
growth-friendly 

• More equitable and fairer

Concerns only those who have ability to Pay
And they pay at the very low rate of 15%
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Institutional Reform	- Setting Up of the Mauritius Revenue Authority - for improved organisational performance, in particular enhanced revenue collections, audits, investigationsB.    Income & Corporate Tax ReformPersonal income, corporate tax and VAT were brought to the same level of 15%.C.     Excise Taxes 	-	WTO-compliant-National treatment	-	Move towards international best practice-tax alcoholic content – (absolute alcohol basis)	-	Rationalise and simplify categorization of alcoholic productsImproving Tax Base New taxes i.e., NRPT, TDS (Interest), Solidarity Levy, Excise duty on Plastic Products etc to maintain revenue at above 20% of GDP.Tax Administration Removal of Tax Expenditures Voluntary Disclosure Incentive Scheme (VDIS) and a Tax Arrears Payment Incentive Scheme (TAPIS). VDIS allowed individuals and companies to come forward and make voluntary disclosure of undeclared earnings with only 25 per cent of the penalty and interest that would have been imposed under normal provision.



Fiscal Reform - Expenditure
• Fiscal Rules to improve Expenditure and 

Debt Management 

• Medium Term Expenditure Framework 
(MTEF) 

• Shift from Line Budgeting to Programme-
Based Budget (PBB)

• Emphasis on services (outputs) & service 
standards

• PBB is a process and changing mindsets takes 
time

•
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Fiscal Rules to improve Expenditure and Debt Management Borrowings for Investment Positive Primary Balance Medium Term Expenditure Framework (MTEF) Shift from Line Budgeting to Programme-Based Budget (PBB)PBB Format-linking Resources to resultsStrategic Planning by Ministries/DCharts of Accounts alignedFlexibility via virements rules



Fiscal Reform – Debt 

• Well-defined Debt Management Strategy 
– New Public Debt Management Act to 
control public sector debt and ensure 
long run debt sustainability 



Fiscal Reform – Procurement

• New Procurement Act
• Central Procurement Board
• Independent Review Panel
• Procurement Policy Office
• Project Plan Committee 
• Planning and Implementation Units
• Design and Build approach –Pool of 

Experts –
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Institutional reforms - New Procurement ActCentral Procurement BoardIndependent Review PanelProcurement Policy Office	- Project Plan Committee – to ensure fully prepared projects are        including in the PSIP for financing	- Planning and Implementation Units – to enhance planning capabilities in line Ministries, including project planning and monitoringDesign and Build approach – procurement using this method is being encouraged to reduce lead time before implementationPool of Experts – to facilitate bulk purchase, that is, shortlisting of technical expertise to be used on a retainer basis for project preparationNational Schedule of Rates – a tool for cost benchmarking which would make sure cost estimations are done accurately Early land acquisition being encouraged as this constitute a major bottleneck



Facing the crisis

• Creation of special funds – May 2008
• Additional Stimulus Package – Dec 2008
• Expansionary Budget and monetary 

instance
• Economic Restructuring and 

Competitiveness Programme (ERCP)
• National Resilience Fund – Nov 2011
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Creation of 6 special funds to accelerate investment and improve economic resilienceThe focus of the additional stimulus:(1) Fast-tracking and frontloading public infrastructure(2) New investments in public infrastructure(3) Supporting infrastructure development in local authorities(4) Supporting infrastructure development in Rodrigues(5) Upgrading public infrastructure in education, health,environment and sports,(6) Accelerating private sector investment(7) New private sector investment(8) Further improving business facilitation(9) Building human resources capacity(10) Supporting vulnerable sectors(11) Manufacturing and Export Sector(12) A social contract: Government expectations(13) Enhanced role of Empowerment programme(14) Tourism(15) Sugar(16) Construction(17) Financial Services(18) Freeport(19) Seafood(20) ICTMonetary side – reduction in repo rateERCP replaced theAdditional Stimulus Package for greater flexibility and more interventions



Outcomes

• Tax revenue kept above 18% of GDP -
sustaining the tax buoyancy

• Real investment in public sector 
increasing

• Quality deficit as it is financing only 
investment expenditure

• Public debt as  of GDP is decreasing



Evolution of Revenue and Expense 
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Projects with private sector 
involvement

(Rs million)

Projects Project 
Value 2012 2013 2014 2015

Total
2011 -2015

Wind Park at 
Curepipe 1,800 1,200 600 1,800

PPP Road 
Decongestion 20,793 949 4,383 10,596 4,866 20,794

Driver Education 
and Testing Centre 200 50 100 50 0 200

Management of 
Fish Auction 
Market

15 15 0 0 0 15

TOTAL 22,808 2,214 5,083 10,646 4,866 22,809



Fiscal Outlook

• Budget deficit will be further reduced as 
expenditure is reduced and revenue 
increased

• Debt to GDP ratio will continue on the 
downward trend

• Assuming the World Economic Outlook 
does not deteriorate further.



Conclusion

• Performance is due to reforms
• Some reforms are knowledge-intensive 

like PBB.  

Need to build capacity through peer 
support and peer learning

exchange programmes to build a pool of 
expertise within Governments to serve the 
wider region

• An eye on the WEO.
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