SHAPING RECOVERY
CONSOLIDATING SOCIAL PROGRESS
SUSTAINING GREEN MAURITIUS

Mr Speaker, Sir,
| move that the Appropriation Bill 2010 be read a second time.

2. The presentation of the 2010 Budget on a calendar year basis is another
pillar of our reforms to adapt the budgeting process to new redlities. It is afirst
for our country and it marks a break from a long tradition that has outlived its
purpose.

3. It isalso our fifth budget in four and a half years of tough challenges.

4, Like the previous budgets it has been prepared to reflect the high ideal s of
this Government and to meet the aspirations of our people.

5. It continues the progress achieved on the economic, social and
environment fronts under the leadership of the Prime Minister.

6. More specifically, the 2010 Budget addresses in depth three main
priorities:

First, shaping recovery to accelerate job creation.
Second, consolidating socia progress to embed inclusive growth.

Third, sustaining Green Mauritius to mitigate the impact of climate
change.

7. Mr Speaker, Sir, our country has survived the worst economic recession
in many decades with minimum adverse impact. We are now seeing
encouraging signs of a global recovery. We must seize the opportunities and
shape our recovery so that the growth path can be more resilient.

8. And as we shape the recovery, we must also consolidate the social
progress that we have worked so hard to achieve and sustain the vision of Green
Mauritius. These are the three pillars of future development and they are the
main themes of this Budget.

9. Mr Speaker, Sir, the four and a half years behind us were tough. Back in
2005, the population was facing the future with apprehension. To get out of this
predicament, they gave this Government a mandate to rescue the country from
‘I’ état d’ urgence économique’, to create employment at a rapid pace, and restore



macroeconomic stability. They also yearned for greater social justice and a more
compassionate society.

10. Despite a combination of a dismal legacy, an economic model that was
cracking at the centre and various external shocks, we took that challenge. We
pledged to take our country to a new development dawn, where the economy
would be on a higher growth path and social equity an inherent outcome.

11. We had our eyes riveted on investment. We knew that the growth
eguation is cruelly ssmple. No investment — no growth. And no growth means no
employment creation. We therefore came up with measures to boost investment
across all sectors.

12.  In 2006 we implemented the most fundamental, far reaching and bold
reforms in the history of our nation. The development model relied too heavily
on trade preferences in a globalizing world. It had become obsolete. We
therefore replaced it with a paradigm centred on global competitiveness,
supported by reforms aimed at greater openness of the country, a reengineered
doing business environment, an accelerated diversification of the economy, a
flexible labour market and a simple, more efficient and competitive tax system.
We aso endowed our strategy with an Empowerment Programme to ensure
inclusive development.

13.  Mr Speaker, Sir, we dared and we acted. With the new model, Mauritius
was running its next lap of development.

14. Inthevery first year of our reforms, we saw encouraging signs of a major
economic turnaround and noticeable social progress. The national cake was
getting bigger at a faster pace. FDI was surging. The textile industry regained
its buoyancy after four years of despair when it slashed its output by some
35 percent and shed some 40,000 jobs. The sugarcane industry was reclaiming
itsrole as a pillar of the economy. Employment creation was catching speed and
the unemployment rate was coming down.

15. By 2007 all the sectors of the economy were expanding, with tourism,
banking, construction and rea estate showing boom like performances. Due to
our diversification policy, new pillars are emerging. These include the ICT and
seafood sectors, the IRS/real estate and energy industries, and the health and
knowledge hubs.

16. Concurrently as we were diversifying the economy, we broadened the
circle of opportunitiesin away that our country has never seen before. We have
brought the SME sector to the forefront of economic development, by flattening
the playing field and through direct support at every level of operations. The
outcomes have been what we had hoped for. In the past four years, these
enterprises have generated 24,000 new jobs, accounting for 60 percent of the
total 40,000 jobs created.



17.  As part of the reforms, we have also ridden the country of a tax regime
that was acting as a disincentive, penalizing effort and job creation. Our new tax
policies removed 36,000 individual income earners out of the tax net. The same
reforms have lowered the tax burden of some 25,000 persons when we cut the
maximum personal income tax rate from 30 percent to a flat 15 percent. We
have aso created two special bands of income tax for our elderly with an
additional deduction of Rs 45,000. Only 7 percent of the working population is
paying tax. Having one of the lowest tax rates in the world has been a powerful
competitive edge to attract businesses, investments and talents to Mauritius. To
ensure fairness, we have firmed up tax administration. As a result, tax evasion
has been reduced.

18.  Dueto comprehensive reforms, we have achieved the feat of lowering tax
while cutting the budget deficit and taking the debt/ GDP ratio out of the danger
zone where it was in 2005.

19. We have also created fiscal space that we have used judiciously to save
jobs, protect our population, and invest in human capital and infrastructure
projects.

20. The Monetary Policy Committee (MPC) which we established in 2006
was a mgjor step in enhancing the monetary policy framework. It has lowered
interest rates in the face of weakening activity. We have worked closely with the
Bank of Mauritiusto return our economy to alow inflation path.

21.  Mr Speaker, Sir, we have made of regional integration a core objective of
our strategy. Our role in realizing the Economic Partnership Agreement between
the Eastern and Southern Africa group of countries and the European
Community speaks of our commitment. We have also made of Mauritius a
nucleus for activities that promote regional integration with countries of
COMESA, SADC and IOC. Some main achievements are:

e The Regiona Multidisciplinary Centre of Excellence, involving a dozen
regional and international organizations and development partners, has
been set up and is now operating in Mauritius.

e The IMF has decided to locate AFRITAC, a knowledge and training
institution for countries of Sub-Saharan Africa, in Mauritius.

e Our country has recently been selected to host the COMESA Fund.

e The African Development Bank is finalising arrangements to post a
resident country economist in Mauritius.

e UNIDO issetting up aregional officein our country.

e The dream of making of Mauritius a business gateway to Africa for
countries like China and India is now a redity. The Jin Fei project,
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besides being the largest FDI our country has ever attracted, epitomizes
the height that Mauritius has attained as a bridge between Asia and
Africa

22.  Global issues such as climate change and sustainable development are
also an integral feature of our development model. Global problems need global
solutions and we are doing our share through the Maurice |le Durable vision of
the Prime Minister.

23.  Another attribute of our development paradigm is the emphasis on
empowering women. The actions of the Empowerment Programme, initiation of
gender budgeting, doubling the pace of job creation for women, creating new
facilities to support them and the number of women who have received training
for jobs and support for entrepreneurship — they are all examples of our
commitment to enhance the role of women in our country. The new
development philosophy is breaking cultural barriers that have kept women out
of jobs.

24.  Mr Speaker, Sir, since 2005 we have been achieving our goals on al
fronts against the background of an economy buffeted by external shocks.

25.  First, there was ‘la crise sans précédent’ and the unsound public finances
we inherited.

26.  Second, the dismantling of the Multi Fibre Agreement.

27.  Third, the 36 percent cut in the price of sugar.

28.  Fourth, the surging oil prices.

29.  Fifth, the soaring food prices and aglobal food crisis.

30.  Sixth, the international financial mayhem.

31.  Seventh, the worst world economic recession in several decades.

32. The global economic crisis that has been pounding our shores for two
years has proved to be more than just a bump on theroad. It was acrisisthat has
dragged powerful economies to the brink of collapse. Globally some 20 million
jobs have been lost. Around 1 billion people have been directly affected and
hundreds of millions pushed into poverty.

33.  But in the face of such an adverse economic event, we acted with the
confidence that our economy, even if not immune, had been made resilient by
our reforms. We put aside some Rs 6 billion back in May 2008, with foresight
and ahead of the rest of the world. We have fortified our defence against the
crisis in October and in December of the same year with additional stimulus
measures of Rs10.4 hillion. In May this year, we did more to save jobs, protect
people and prepare for the recovery.



34.  Our policy response has thus been timely, innovative, comprehensive and
effective. We have:

e dimulated theeconomy through expangonary macroeconomic policies;
o frontloaded public infrastructure projects to save and create jobs;

e supported micro, small, medium and large enterprises that were in
difficulty;

e protected the vulnerable, the unemployed and the retrenched workers;
and

e prepared our country for the recovery.

35. Today, not only the figures, but also the more optimistic mood in the
country bears out the success of our new development paradigm, the resilience
of our economy, and the impressive performance of our stimulus policies.

36. Clearly Mr Speaker, Sir, in the past four and a half years we have
responded promptly and effectively to al the challenges.

37. But development is an unending process. The job of a reformer is never
done. We will continue on that journey next year and in the years ahead. And
we will do so with even greater conviction that the new development model we
have built can weather every storm and take us to greater heights of sustainable
Soci0-economic achievements.

38. Mr Speaker, Sir, the success we have achieved has been aptly and
beautifully summed up by Senator Hillary Clinton:

| QUOTE

“Mauritius has taken steps in recent years to attract investment by
enacting reforms that protect investors and promote business.

They've made it easier to launch start-ups, to access credit, and to
register property. They've demonstrated a commitment to transparency,
accountability, and good governance. Now, the people of Mauritius have
been the primary beneficiaries of these reforms; it does help to unlock
human potential and to create conditions where people fedl that their
hard work will actually be rewarded.”

UNQUOTE



SHAPING THE RECOVERY, CONSOLIDATING SOCIAL PROGRESS,
SUSTAINING GREEN MAURITIUS

39.  Mr Speaker, Sir, we must nurture that success and uphold our resolve to
take our country to even greater heights of development. That is why this
Budget is about:

() Shaping Recovery to acceleratejob creation;
(i)  Consolidating Social Progressto embed inclusive growth; and

(ilf)  Sustaining Green Mauritius to mitigate the impact of climate
change.

40. We need to shape the recovery to seize the opportunities from a world
economy that is on the mend. There are encouraging projections of arecovery in
2010, notwithstanding rising unemployment in the US and some other countries.
The IMF is now estimating a smaller contraction in world output of 1.1 percent
in 2009 and a 3.3 percent growth in 2010. The United States, Japan, and most
of the Euro area countries will have positive output growth in the second half of
this year. GDP in China and India are forecast to expand by 9 percent and
6.4 percent in 2010, respectively. The economies of Africa are expected to grow
by 1.7 percent in 2009 and 4 percent in 2010.

41.  World trade volume which is estimated to contract by 12 percent this year
is forecast to expand by 2.5 percent next year. Clearly, 2010 will be the year of
the global economic recovery.

42.  For Mauritius, there is manifestly a return to the trend growth path. The
Central Statistical Office (CSO) is predicting a growth rate of around 2.8 percent
for 2009 and 4.3 percent for 2010. By 2011, it is expected that the economy will
return to its growth path of 5 percent and higher. There is renewed dynamism
and we will harnessit to shape the recovery. We will:

e break new ground, while intensifying efforts to consolidate the
traditional and emerging economic pillars, so as to open more
business opportunities and further stimulate job creation, in
particular for women;

e continue our task of improving the doing business environment to
Increase investment;

e invest in human resource development, science, technology and
innovation to build the competitive competence that our country
needs to be among the fast globalisers;

e accelerate our plan to build the infrastructure of tomorrow; and
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e focuson our policy to foster the development of SMEs.
43.  To consolidate social progress we will:

o firmup our policies to eradicate absolute poverty;

e advance closer towards our commitment to provide every family in
Mauritius with a decent dwelling, deliver more and better health
care, give more social protection to our children and to women
who need it, and ensure that social transfers provide adequately
for the most needy;

e prepare for the challenges of an ageing population and ramp up our
support for our seniors; and

e consolidate the progress we have made in giving greater access to
education, from pre-primary to tertiary levels.

44.  Andto sustain Green Mauritius we will:

e accelerate the pace of progress on the road to Maurice lle Durable;

e focus on high tech, low carbon, renewable energy, and green
quality living Mauritius, and

e entwine our agenda for investment in public infrastructure with
our vision of Green Mauritius so that the investment in our
physical fabric enriches our environment.

ECONOMIC ACHIEVEMENTSWEATHERED ALL THESTORMS

45.  Mr Speaker, Sir, | shall now elaborate on the specific policies to shape the
recovery, starting with areview of economic performance in the recent past.

46. In spite of the very poor legacy in 2005 and the shocks that came in
waves, we have been able to steer the ship of the economy safely to port.

47.  Our economy has performed remarkably well - due mainly to the reforms
and to policy foresight. Because of our reforms, we have had three years of
robust economic growth, and our country was well positioned to ride out the
crisis.



48.  Let me quote the team leader of the World Bank, Mr Fabiano Bastos:
QUOTE

"The observed resilience of the Mauritian economy is a testimony to the
positive impact of the reforms carried out since 2006, which favoured
economic diversification and adaptation at the same time that it created
fiscal space for expansionary macroeconomic policies and other
innovative, timely, temporary and targeted responses to cushion the crisis

impact".
UNQUOTE

49.  Since July 2005, our economic policies have created more than 40,000
jobs in contrast to about 20,000 during the period 2001 to July 2005. We have
doubled the job creation capacity of the economy.

50. In 2005, the unemployment rate was 9.6 percent. But in the very first
year of our mandate we have broken its 14 year rising trend. The unemployment
rate is now diding below 8 percent. The male unemployment rate is down to 4.6
percent from 5.8 percent in 2005. We have thus achieved full employment
among males. The female unemployment rate has been cut to around 14 percent
from 16.4 percent in 2005. And Mr Speaker, Sir, since July 2005, we have
nearly quadrupled job creation for women, compared to the preceding four and a
half years. A total of 19,000 jobs have been created for women in contrast to a
mere 5,400 over the preceding four and half years. And in 2008, the economy
has created more jobs for women than men. Our policy emphasis to address
female unemployment is paying off.

51.  Unemployment among our youth aged 16 to 24 years has also come down
from 26 percent in 2005 to 19.2 percent.

52. We have aso curbed the inflationary pressures from soaring food and oil
prices. The inflation rate for 2009 will be around 2.6 percent, down from 9.7
percent in 2008. This is the lowest annual inflation rate we have had in a very
long time. And according to the CSO, the inflation rate for the 6 months to
December 2009 is estimated at 1.2 percent.

53.  Our expansionary macroeconomic policies, in particular our stimulus
measures, have triggered a rise in household consumption as a percentage of
GDP, to 75.2 percent in 2009 from 74.3 percent in 2008. As a result the saving
rate is expected to fall to 12.8 percent in 2009.

54. Mr Speaker, Sir, the national saving rate in Mauritius has been
historically high, staying above 20 percent for most of the years since
independence. However, as from 2001 it has been on a declining trend. This
situation could have tightened our capacity to finance investments. But it has
not. During the period 2006 to 2009, average monthly rupee deposits at banks
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have grown by around 40 percent, outpacing GDP growth and generating
enough liquidity to meet investment needs. In fact, all types of deposits,
including savings, time and foreign currency have been rising at rates exceeding
GDP growth.

55.  The savings-investment gap is aso reflected in the current account of the
Balance of Payments. But the impact of alow saving on the overall Balance of
Payments has been countered by the surge in FDI. Nonetheless, we believe that
the declining trend must be monitored. The surest way for the saving rate to
recover isto grow our GDP at afaster pace, which iswhat this Budget is seeking
to achieve. Indeed, the national saving rate is forecast to rise in 2010 and
beyond. And the way to ensure that our Balance of Payments remains viable is
to continue to attract FDI. Thisis exactly what our openness policy is doing.

56. Indeed, private investment, including FDI, as a ratio of GDP, was on a
downward path reaching a low of 15.1 percent in 2005. We have turned it
around. Today, despite the crisis, private investment stands at 19.5 percent of
GDP. Similarly for the ratio of total investment to GDP which has reached
25.6 percent in contrast to 21.4 percent in 2005.

57. FDI averaged around Rs 1 hillion annually for the two decades ending
2005. We have taken this yearly average to around Rs 8.4 hillion since 2005.
Following the reforms in 2006, we have attracted more than Rs 30 billion of
FDI. Thisyear, in the midst of the crisis, we are expecting around Rs 9 billion
of FDI.

58. This FDI is also more diversified than in the past, coming from various
countries and flowing into amost all sectors of the economy. Two months ago
the Jin Fei project was inaugurated. It isthe single largest FDI in our history, for
an investment of Rs 25 billion over eight years, creating some 40,000 jobs, both
direct and indirect.

59.  Mr Speaker, Sir, the Net International Reserves of a nation sum up the
sustainability of its trade and other external balances. It is a measure of the
resilience of an open economy that depends heavily on imports for most of its
needs. Our Net International Reserves have gone up from Rs56.3 hillion in
2005 to around Rs 100 billion —an 80 percent increase. Our country has enough
foreign currency reserves to pay for 42.8 weeks of imports compared to 31.4
weeksin July 2005.

60. However, rising FDI has generated higher imports of both consumption
and investment goods leading to a current account deficit of 10.4 percent of GDP
in 2008. This year, the current account deficit is expected to be lower at around
9 percent of GDP. The Balance of Payments has turned around from a deficit of
Rs 4.9 hillion in 2005, amounting to 2.6 percent of GDP to a surplus as from
2007. Despite the crisis, the surplusis projected to be around Rs 13.5 billion for
2009, representing 4.8 percent of GDP.



61. | now come to the budget deficit. This government has inherited a budget
deficit of 5.3 percent of GDP and an additional 2.8 percent due to skeletons in
the closet, giving an effective deficit of 8.1 percent. | should recall that amongst
others, we have had to pay Rs 1.2 billion to ensure that employees of the DWC,
the MRA and the Mauritius Post get their pensions. We have spent over Rs 1
billion to clear the financia mess at the Conference Centre at Pailles, the
Business Park of Mauritius Limited (BPML), the Cyber Village and the Black
River District council. Around Rs 900 million have been spent to clear the 2003
debt of the STC, to pay the loans of the Road Authority taken just before 2005
elections and to settle an advance of Rs225 million made to State Land
Development Company (SLDC) in 2004.

62. Inall, these liabilities, most of them off-budget transactions, amounted to
an unbelievable Rs 6 billion.

63. Mr Speaker, Sir, we have cleaned out these skeletons. We have also cut
income tax by up to 50 percent, resisted the simplistic way out, namely to raise
VAT, spent more to stimulate the economy and yet brought down the budget
deficit. We have contained it to 4.2 percent of GDP in 2006/07 and to 2.7
percent in 2007/08. For 2008/09, the deficit worked out to be 3 percent of GDP.
And we will end the six months period to December 2009 with a budget deficit
of 4.5 percent of GDP, lower than theinitia estimate of 4.8 percent.

64. In gspite of the expansionary fiscal stance since 2008 to stimulate the
economy and ride out the crisis, we have brought about a consolidation of public
finances. In addition, we have been able to set aside more than Rs 11 billion in
various Funds to address major devel opment issues.

65. And thisis not al. From 2000 to 2005, central government debt had
reached 57 percent of GDP. We have brought it down to 49.7 percent by June
2009. And public sector debt amounted to 70 percent of GDP in 2005 - we have
lowered it to 58.6 percent.  Mr Speaker, Sir, we have thus successfully averted
the risk of gliding deeper into unaffordable debt.

66. As regards our industries, the traditional pillars are today stronger and
more resilient than five years ago. Over the past two years, the sugarcane
industry has regained vitality and expanded by around 22 percent, including an
18.2 percent growth in 2009.

67.  The agro-industry has taken on a new purpose as we carry through this
Government’s vision of food security. The Food Security Fund is financing a
Food Crop Insurance Scheme for small food crop planters, a Seed Potato
Purchase Scheme for small potato growers; an Onion Seed Purchase Scheme and
a Pasture Development Scheme. It is aso providing finance for dairy farms and
for multiplier farms of improved genetic goat breeds. The stage has been set for
the production of 10 million litres of milk per year as from 2010 and 12 million
litres by 2011.
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68. The Food Security Fund is also financing the purchase of fibre glass boats
for off lagoon fishers. And the Fishermen Investment Trust is funding activities
which were previously inaccessible for artisanal fishermen, including fish
farming in cages, integrated fish culture projects in barachois and purchase of
boats for off lagoon fishing in Mauritius and in Rodrigues.

69. The pig sector has almost fully recovered from the African Swine Fever.
The pig population has risen from 4,000 heads at its lowest to 15,117 at
September 2009. Breeders have benefited from finance and from land to
relocate their activities. Pork processors and pig breeders are now working in
closer cooperation. The waste treatment plant project for St Martin is ready for
the tendering process.

70. The Marine and Agricultural Resource Support (MARS) programme is
implementing pro-poor reforms and institutional development, marine resource
management, and diversification of rural incomes and employment in Mauritius
and Rodrigues.

71. The textiles and clothing sector was recovering from its deep recession,
expanding its output by up to 8.5 percent in 2007. But it was caught in the
global crisis, stagnating in 2008 and its output shrinking by 4 percent in 2009.

72.  The tourism sector has been booming before the global crisis hit our
shores. It expanded by an annual average rate of 7.8 percent from 2006 to 2008
with a peak of 15.2 percent in 2007. But this year, it has been hit by the crisis,
showing a negative 7.6 percent growth.

73.  Thefinancial industry has come out relatively unscathed from the global
financia turmoil. It will grow by some 6 percent this year. The sector is
showing an annual average growth rate of around 7.6 percent for the period 2006
to 2009.

74. The ICT/BPO sector has grown by 40.8 percent in the past three years
and is expanding by 16.2 percent this year. It is now contributing 5.8 percent to
GDP from less than one percent in 2005 and employing 12,000 persons.

75.  The construction industry has been experiencing its best period in many
years. Its growth averaged 10.5 percent annually for the period 2006 to 2008.
This year the slowdown in real estate and IRS and RES activities have affected
its output, while public investment in infrastructure has enabled it to maintain a
positive growth of 2.5 percent.

76. The real estate sector is maintaining a healthy growth pace, averaging 7
percent for the period 2006 to 2009 and expanding by about 6 percent in 2009.

77. The seafood industry is fast expanding, with exports of fish and related
products increasing by 30 percent in the first half of this year, compared to the
same period last year.
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78.  The health centre of excellence has become a reality - providing world
class services to Mauritians as well asto foreign clients. The number of bedsin
private clinics has increased by 56 percent since 2005 to more than 800. There
are now 19 private clinicsin Mauritius in contrast to 12 in 2005.

79.  The knowledge centre of excellence has equally taken off with 5 more
institutions of higher learning since 2005. This new endeavour has been given a
further boost by Government’s project to set up a campus for 8,000 more
students at the tertiary level and the setting up of the RMCE and AFRITAC in
Mauritius.

80. Two years ago we set the base for the development of a creative arts
industry. The activities in that sector are growing at a promising pace.

8l. Mr Spesker, Sir, we have accomplished all these in the teeth of the
world’'s worst recession. By any measure our economy has been remarkably
resilient. And our stimulus package, which has provided a fiscal impulse of
around 2 percent of GDP, has effectively helped us to ride out the crisis.
Clearly, the stimulus package and the resilience that our reforms have built have
saved our country from being dragged into a recesson and from high
unemployment and social anguish.

SHAPING THE RECOVERY

82. But going forward requires a different management of the economy. |
will now outline our measures and policies to shape the recovery.

83.  Mr Speaker, Sir, in our Additional Stimulus Package (ASP) and in the
Budget we presented in May this year we took a series of actions to save jobs,
protect people and prepare for the recovery. We said then that these actions
were good for 18 months until December 2010. However, the global economy
is turning around earlier than we had expected. The issue for many countriesis
whether they will pull out fast or tip toe out of the stimulus policies. And there
is wide agreement that while the world is out of the recession, many countries
are not out of the woods yet - for unemployment is rising in spite of positive
growth. One of our main challenges during the next year will be to maintain the
employment creation dynamism of recent years.

84. We have listened to the views and concerns of stakeholders. They think
the ASP should be maintained. We have weighed the benefits of continuing the
ASP, in particular against pressures to further consolidate public finances and
ensure debt sustainability. We have reached the conclusion that it is more
prudent to allow economic recovery to take hold, to be cemented and to be
sustainable before moving out of the stimulus package. It istoo early to take our
feet off the pedals. But at the same time we have to avoid the trap of a very
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high budget deficit and unsustainable debt. The exit strategy must be carefully

managed.

85. We are therefore maintaining our Additional Stimulus Measures until
December 2010 including the funds committed for a stimulus package for
Rodrigues. This means we will:

(i)

(if)

(iii)

continue to give direct support to SMEs and large enterprises
facing temporary difficulties due to the crisis so as to protect jobs
and enterprises,

carry on with the work cum training programme for retrenched
workers and the unemployed;

maintain our commitment to frontload our public infrastructure
planto boost up construction activities and create jobs;

(iv) continue to upgrade public infrastructure in education, hedth, the

(V)

(vi)

(vii)
(vii)

environment and sports,

keep the support of Rs 900 million given to local authorities
compared to some Rs 45 million they used to receive annually;

maintain the additiona Rs 100 million for infrastructure
development in Rodrigues;

accel erate private sector investment;

sustain  our drive to improve competitiveness through
modernization of machinery and equipment and upgrading of
sKkills;

(ix) hold on to our various tax suspensions until Dec 2010 to the tourism,

()

(xi)

(xii)

construction and real estate sectors to stimulate growth and protect
jobs;

maintain the suspension of the travel tax to Rodrigues until
December 2010;

keep in place, until December 2010, the incentive package for
increasing tourism to Rodrigues;

sustain a fiscal and monetary policy mix that is supportive of
investment, growth and job creation;

(xiii) step up our efforts to give greater protection to the population and

strengthen the Eradication of Absolute Poverty Programme;
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(xiv) maintain the two Ministerial Committees, one chaired by the Prime
Minister, set up to steer us through the crisis, and

(xv) keep the High Level Committee jointly chaired by the Secretary to
the Cabinet and the Joint Economic Council and its various sub-
committees. They will continue their work with an emphasis on
our new priority to help shape the recovery.

86.  Mr Speaker, Sir, the various planks of the ASP will be maintained so that
we can shape afast and robust recovery to return to an economic growth path of
5.5 percent and higher and create jobs.

Restructuring the Fundsto Shape Recovery

87.  With the worst behind us and facing the prospects of a global recovery in
2010, we must reorient the resources in the Special Funds to meet changing
priorities. Moreover, we do not want to end up with the paradox of having cash
in Government’s account at the Bank of Mauritius and yet having to borrow
money to finance our deficit.

88. | amthusrestructuring the Funds established in May 2008 to stimul ate the
economy.

89. In dl, Rs 11.3 billion have been alocated to the funds including
Rs 1 billion as equity for the modernization and expansion of the airport, and Rs
2 billion to the Land Transport Authority (LTA) for the Road Decongestion
Programme. Of the remaining Rs8.3 hillion, Rs 1.3 billion have aready been
disbursed. Rs 800 million more will be disbursed by end December 2009 and
another Rs 5.3 billion over the next two years. Rs 2.3 hillion are being
transferred to the Budget as follows:

e Rs 1.6 hillion from the Food Security Fund (FSF) and the Social
Housing Fund (SHF); and

e RsO0.7 billion from the other Funds.

90. We are ring-fencing the programmes in the Food Security and Social
Housing Funds with budgetary allocations of Rs1.2 billion in 2010, Rs 0.9
billionin 2011 and Rs 0.8 billion in 2012.

91. The SIR Fund is being kept as a contingent stimulus and would be scaled
back at the end of 2010 if worldwide recovery takes hold as expected.

92.  The projects and schemes in the HRKAD and MID Funds are of a long
term nature with projects such as the new campus that will require severa years
to be completed. Resources are, therefore, being maintained in these Funds.
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93. The Loca Infrastructure Fund, which is also the recipient of the NRPT
proceeds, has upgraded local infrastructure to an extent never achieved before.
We have provided over Rs 1.1 billion to local authorities to finance 57 projects
such as market fairs, crematorium, lighting and upgrading of sports facilities and
multi-purpose complexes amongst others. 12 projects have been completed
including the market fair at Rose Belle at a cost of Rs 106 million; upgrading of
Market Fairs at Vacoas and Pailles and setting up of a Sports Complex at
Paillotte. In addition, we are moving the St Martin transfer station to La
Chaumiere at a cost of about Rs 130 million. Next year we will contribute to
finance market fairs in Flacg, Riviere des Anguilles, Abercrombie and multi-
purpose complexes in Vacoas, Bon Accueil, Riviere des Créoles, Résidence
Vallijee, Pamplemousses and Souillac. We are keeping this Fund.

Building Eco Friendly Infrastructure

94.  Mr Speaker, Sir, maintaining our ASP means continuing our frontloading
of investment in infrastructure planned for the next ten years. Indeed, in 2010
we are increasing public sector investment to Rs 24 billion, of which some Rs 11
billion as Government investment.

95.  These investments can have a big impact on the environment. But we are
planning them to be eco-friendly and environment enhancing. Where
appropriate, new roads are being built with pavements and bicycle tracks.

96. To improve security and widen road network, two major projects have
been completed - the Macondé Bridge and the Camp Thorel bypass.

97. Work is ongoing on eleven road projects, to address the problem of
country wide traffic congestion, namely the:

(

(i)  upgrading of the Wooton — Belle Rive road,

) rehabilitation of the Flacq bypass,

(iii)  rehabilitation of the Mare d’ Albert — Gros Bois road,
(iv)  theaccessroad to Jin Fel zone,
(v)  the Goodlands bypass,
(vi) theTriolet bypass,
(vii)  theaccessroad to Réduit triangle,
(viii)  therehabilitation of Nalletamby road in Phoenix,

(ix)  upgrading of the Baie du Tombeau road,
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(x)  the building of a dual carriageway between Pamplemousses and
Forbach, and

(xi)  widening the motorway between Pailles and Caudan.

98. There are also twelve more projects in preparation stage and will be
launched in the coming year.

99.  First, the bi-directional lanes between Pont-Fer and St-Jean. Construction
will begin in December of thisyear.

100. Second, detailed designs for the addition of bi-directional lanes from St
Jean to Pont Colville are being prepared. Works are expected to start in February
2010.

101. Third, designs for the addition of bi-directional lanes from Pont Colville
to Pailles, including the broadening of the Colville bridge, are also being
prepared. Works are expected to start in April 2010.

102. Fourth, the construction of a grade separated junction at the Caudan
roundabout is expected to start in January 2010.

103. Fifth, the upgrading of the Belle Rive — Quartier Militaire road at a cost of
Rs 725 Million will start in April 2010.

104. Sixth, the enlargement of Tulipes Avenue in Quatre Bornes.
105. Seventh, the construction of the Phoenix — Beaux Songes link road.

106. Eighth, the tenders for the Terre Rouge — Verdun link road, at a project
value of Rs 2.2 billion, have already been floated.

107.  Ninth, the documents and vetting of the Verdun — Ebéne link road, for a
contract value of Rs 1.3 billion are being finalized.

108. Tenth, the contract for the construction of Phase | of the Ring Road at an
estimated value of Rs 1.3 billion will be awarded in the days to come.

109. Eleventh, the Bus Rapid Transit (BRT) System is being implemented at a
cost of Rs 5 hillion including the track, stations and other amenities. The
engineering design is being launched by early 2010. Construction is expected to
begin in January 2011 and the Busway should open in 2013.

110. Twelfth, with respect to Phase Il of the Ring Road and the Harbour
Bridge, a financial adviser has been appointed and the final PPP feasibility
report will be ready in the coming weeks. We expect to launch these projects
under the Road Development Company (RDC) in 2010. The RDC will aso
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integrate the Terre Rouge-Verdun-Ebene road, the BRT track and the whole of
the Ring Road.

111. In al, over Rs 15 billion have been allocated to extend, improve and
create new road networks. Out of which Rs1.3hbillion to maintain and
rehabilitate around 600 km of roads. The construction of the additional carriages
and road ways will add 360 km of roads to the network.

112. Another mgjor area of infrastructure development is the modernization
and expansion of the airport. The plan includes investments of :

e Rs10.6 billion in the new passenger terminal. Works will start in
the beginning of 2010 along the requirements of green
construction;

e Rs2hillioninanew runway; and

e Rs900 million for anew taxiway

113. Thefeasbility study for the new runway will be completed by April 2010
and works should begin in early 2011. The new taxiway will accommodate the
latest generation of large planes and facilitate rapid exit of aircraft from the
runway. It will also serve as an emergency runway. The Consultant will be
appointed by January 2010 with construction scheduled to start by end 2010.

114. We are amending the Civil Aviation Act to give the Ministry of External
Communications the authority to levy a Terminal Expansion Fee to support the
financing of the new terminal.

115. Inthe Port, the Mauritius Container Termina berth is being strengthened
and expanded and the seabed is being deepened to 16.5 metres at a cost of Rs 3.5
billion. This will allow the Port to meet growing traffic and attract larger
vessels. The process of recruiting consultants for the engineering works is
underway. The work will be completed by 2012.

116. To ensure continued reliable power supply, Rs 2 hillion is being invested
to raise the capacity of the Fort Victoria generation plant by 30 MW.

117. We have also launched the process for a new 100 MW power plant using
environmentally friendly technology that is affordable. This will be a PPP
project. The bidswill be prepared on the basis of areport that is being delivered
to Government early next year.

118. The Highlands project is moving forward. Two promoters have confirmed
their interest and are involved in a Competitive Bidding Dialogue. With the
assistance of AFD, the initial proposas were analysed for environmenta
friendliness. The feedback is being given to the promoters to incorporate Green
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Building Technologies in their final proposal. It is expected that the selection
will be made during the course of 2010.

119. The Jin Fei project, which is as important in terms of impact on the
economy and environment will also be implemented as eco-friendly.

Shoring Up The SME Sector

120. After infrastructure, our next priority to shape the recovery isto shore up
the SME sector which has been the main source of employment creation during
the crisis. It now amounts to around 100,000 enterprises and employs some 45
percent of the workforce compared to 36 per cent in 2005. We want to build
further on the progress we have unleashed in that sector in the past four years.

121. First, we are working with IFC and AFD to revamp the operations and
management of the SME Partnership Fund. This includes a partnership with one
of the established Venture Capital Funds managers with a proven track record in
the region.

122. Second, we have secured the support of the World Bank to launch the
Mauritius Business Growth Scheme (MBGS) that would provide support
services to SMEs. We are offering a cost sharing mechanism with a grant
element to make the services attractive.

123. Third, we are exploring how to link the MBGS with the revamped SME
Partnership Fund to finance start-ups. To obtain financing, SMEs will undertake
to procure those services that are important for them to expand.

124. Fourth, the MBGS will develop a scheme to encourage the emergence of
High Potential Start Up companies (HPSU) that use technological innovation.
The scheme will finance feasibility studies and the cost of patent filing and
registration.

125. Fifth, we have launched a scheme that includes mentoring services to
support unemployed and retrenched women to start a small business. Under a
partial risk guarantee scheme, Mauritius Post Cooperative Bank is providing
micro-credits up to Rs 40,000 for individual entrepreneurs and up to Rs400,000
for a group. Some 60 projects have already been approved and another 73 are
being processed.

126. Sixth, at present, Government is paying 75 percent of the registration fee
on micro-credits taken by women whose monthly income does not exceed Rs
6,000. We are raising this income threshold to Rs10,000.

127. Seventh, the Leasing Equipment Modernisation Scheme (LEMS) has
disbursed Rs 127 million in favour of 49 projects of which 39 are SMEs. Sectors
covered include manufacturing, construction, ICT, agriculture and hotels and
restaurants. Encouraged by this performance, we are expanding the scheme to
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cover al productive equipment, including goods vehicles, for SMEs regardless
of sector.

128. Eighth, newly incorporated companies with the sole owner having a pre
incorporation track record are now aso eligible for the Leasing Equipment
Modernisation Scheme.

129. Ninth, SMEs with turnover below Rs 3 million which are not VAT
registered will be provided 100 percent financing for leased equipment
excluding VAT instead of 90 percent.

130. Tenth, we are expanding the scheme for assisting small hotels and
restaurants with turnover of less than Rs 10 million to hire consultancy services
on renovation and energy efficiency. It will now also be open to assist jewellers
to hire interior decorators to advise on upgrading or renovating outlets to meet
international standards.

131. Eleventh, we will use 100 arpents of the 2,000 arpents obtained by the
Prime Minister from the sugar industry to set up Industrial Areas where SMEs
can lease the land to construct their industrial buildings, within a set time period.
Each site will cover 5 arpents and | am providing funds for 10 sites to be
developed by the Ministry of Housing and Lands.

132. Twelfth, we are setting aside at least one third of the 100 arpents for
Industrial Areasfor SMES run by women.

133. Thirteenth, the industrial estates are being completed. 14 units are ready
at Phoenix. The Terre Rouge and La Tour Koenig sites will be ready early next
year. The size of these units ranges from 100 to 200 square metres.

134. Fourteenth, SEHDA will work with the SME Federation to develop a
scheme to be run by the SMEs to provide a permanent exhibition space on a
rotational basis. Rs 20 million have been set aside in the SIR Fund for this
purpose.

135. Fifteenth, the DBM will relax conditions for assistance to SMEs with
turnover up to Rs 5 million and its existing clients with turnover up to Rs 15
million. This scheme is being extended to all SMEs in difficulty, regardiess of
the crisis.

136. Sixteenth, SMEs will continue to benefit from the cost sharing for
participation in trade fairs through SEHDA.

137. Seventeenth, we are working on a scheme for the setting up of factoring
for SMEs to obtain the working capital they need to fulfil orders, as large firms
sometimes request 90 days or even 120 days credit. Eligible enterprises include
those that are registered as sole proprietors, companies, cooperatives
partnerships, and sociétés with an annual turnover of up to Rs 10 million.
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138. Eighteenth, an SME portal will be established, under the Mauritius
Business Growth Scheme, to provide information on service providers. The
portal will also include a window to match supply and demand, which will be
developed in collaboration with organisations representing different sectors.

139. Ninteenth, we will break new ground for small and medium enterprisesin
the field of technology. Google, in collaboration with the BOI, has trained some
140 ICT professionals. We will provide them with support to become
‘technopreneurs capable of creating technology products for the global market.
To this end, we are providing Rs 10 million from the SIR Fund as venture
capital for investments that also include the participation of established firms
that are willing to finance and mentor, also known as business angels. The BOI
will oversee the coordination.

140. Twentieth, we are raising the ceiling on booster loans at the DBM from
Rs 100,000 to Rs 150,000.

Stimulating The Traditional And Emerging Pillars

141. | will now announce our actions to stimulate growth in our traditional and
emerging economic pillars. Most of our sectors have shown positive growth in
the midst of the crisis, underlying the resilience of our economy. In this Budget
we will support our industries to build further on their resilience and to harness
the opportunities of arecovering global economy.

Agro-industry

142. To enable planters and breeders to optimise their revenue, AREU is
setting up an agricultural production and marketing information system. It will
provide planters with real time market intelligence on crop production and prices
by using mobile phone technology and posting information on a central website.
Relevant information for breeders will also be supplied.

143. To encourage the development of high-tech sheltered farming we are
introducing a scheme to provide technical assistance for the design and
implementation of projects. We will also advance 90 percent of the investment
costs on soft terms, with a moratorium on payments for three years.

144. We are setting up a scheme to assist sugar co-operatives to obtain the Fair
Trade accreditation from the EU. This will enable them to obtain a premium of
USD 60 per tonne of sugar. Government will advance the funds on soft terms
for 75 percent of the costs of consultancy and the application fee of Rs150,000.

145. The LEMS s being extended to cover heavy duty agricultural equipment
such as harvesters, tractors and other transport equipment.

146. Of the 1,000 arpents of land secured as part of the cane industry reform
programme for food security, 26 arpents are already being used for pig breeding
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and crops in Médine and LalLaura. Another 200 arpents are being alocated
across the country for five separate but well defined food security clusters. Each
cluster will have a free space of about 2 arpents to accommodate common
facilities such as storage and processing areas and will aso facilitate the
development of commercial operations and enable the provision of support
services such as land preparation.

147. | am providing funding for the land preparation and other initia
investment. Work will start by the end of the year under the supervision of the
Ministry of Agro-Industry.

148. The clusters are distributed as follows: 60 arpents at La Rosa in the
South for livestock; 50 arpents in the North at Rouge Terre for potatoes;
50 arpents in the East at La Nourrice for onions; 25 arpents in the South East at
St Hubert for bananas and 11 additional arpentsin the West at Medine for food
crop. These projects are expected to increase our food self-sufficiency in the
above products by about 10 percent.

149. Mr Speaker, Sir, one of the mgor achievements of our Government
during this mandate has been the historic deal in December 2007 by the Prime
Minister to open shareholding in the sugar industry to planters, labourers and
artisans. A 35 percent stake in the cane industry has been secured for them
through the value chain from milling to refining, digtillery, ethanol and all
activities engaging the conversion and marketing of cane into its final products.

150. Government has given deep thoughts as to how to maximise the benefits
of this 35 percent stake for the shareholders. A number of options were
considered. We have concluded that direct alocation of the share capital to the
stakeholders, whilst desirable, would be complex, impractical and would not be
an optimal solution for providing Board representation.

151. Government has instead decided to set up a Cane Democratisation Fund
to hold the 35 percent stake in the various companies. The