Statement by Dr Ramakrishna Sithanen, GCSK

Vice-Prime Minister, Minister of Finance and Economic Empowerment

Signing of financing agreements of € 93.074 million under the 
“Promoting Sustainable and Equitable Development” Programme
Thursday 04 March 2010 at 10.30 hrs

H. E. Alessandro Mariani, Ambassador of the €pean Union, 

Distinguished representatives of Development Partners,

Members of the Press, 

Ladies and Gentlemen
It is a great pleasure to welcome you all to this signature ceremony.  We are signing three important financing agreements under which the EU will disburse grants amounting to around € 93 million over the next three years in the form of general budget support for Promoting Sustainable and Equitable Development.  It combines the following envelopes:
(i) The Sugar Accompanying Measures (SAM) for an amount of € 59.022 million.  This represents the 2009 allocation of €30.2 million and the 2010 allocation of €28.822 million;

(ii) The 10th European Development Fund (EDF) National Indicative Programme for an amount of € 33.5 million; and

(iii) The Fluctuation in Export Earnings (FLEX) 2008 for an amount of € 0.59 million
This new operation builds on the previous programme called Improved Competitiveness for Equitable Development.   The total resources that the EU has disbursed to Mauritius since 2006 amounts to € 168 million or over Rupees 7 billion at today’s exchange rate.
The key objective of the PSED is to encourage higher level results from the economic reform programme while mitigating the negative impacts on the environment and protecting the vulnerable groups through access to education and training.  It will contribute to two pillars of the economic reform agenda, first, Improving Trade Competitiveness with a special focus on enhancing the revenue generating capacity of our sugar industry through the export of white refined sugar and second, widening the circle of opportunities for the vulnerable groups.  
I would like to mention that the resources under the new programme are not acquired.  Disbursement will be on the basis of successful achievement of indicators we have mutually agreed upon and which will be implemented by various Ministries.  I would like to spell out in detail the conditions and performance indicators that have mutually agreed between the EU, Government and the private sector. 

First there are three general conditions that apply to both the fixed and variable tranches.   These are:

i. Satisfactory progress in the implementation of the economic reform programme, including high level structured policy dialogue on a regular basis covering key sectors and with key stakeholders;

ii. Satisfactory progress in maintaining a policy of macroeconomic stability as evidenced by EC's positive assessment of the macroeconomic situation based on IMF Article IV consultations, taking into account the impact of the exceptional financial crisis on the economy in 2009 and 2010; and

iii. Satisfactory progress on implementation of the programme to improve and reform public finance management as indicated, inter alia, by progress in the implementation of measures to address weaknesses identified by the PEFA assessment in June 2007.

The implementations of these three general conditions are the responsibility of my Ministry.  
The specific conditions that apply to the fixed tranche are the responsibility of the Ministry of Renewable Energy and Public Utilities and they are: 
i. the adoption of the national energy strategy by the Government of Mauritius for the 2009 fixed tranche;  and

ii. the elaboration of a draft action plan for the national energy strategy for 2010. 

I wish to point out that non-compliance with any of the general conditions would result in the loss of the earmarked resources under both the fixed and variable tranches, that is, the total amount of €93.112 million.   If we do not comply with the specific conditions, we lose the fixed tranche but would still be eligible for the variable tranche.  

As regards the variable tranche, a specific amount of resources would be allocated for each indicator. The implementation of these indicators involve the corporate sugar sector, the NEF, the Ministry of Education and the Waste Water Management Authority. 

The corporate sugar sector has partnered with us to implement two indicators; they relate to the export of white sugar and is, therefore, linked to the reform in the sector and reduction in the area of burnt cane prior to harvesting.  Some € 13.8 million are linked to the achievement of these two indicators.

The other indicators that are being implemented under the aegis of Government are: (i) the Empowerment Programme where the focus is on generating employment opportunities for the unemployed, especially women and which is the responsibility of the National Empowerment Foundation,  (ii) improving educational outcomes for underprivileged children measured by the enrolment rate of pre-primary schools; (iii) increasing treatment of waste water outflow as measured by the increase in the number of houses connected to the public sewerage system.  The achievement of these indicators will allow us to obtain an amount of € 20.7 million.    


Given our experience under previous EU budget support operations, we have ascertained that commitments taken by the relevant line Ministries and agencies are achievable.  The EC has also agreed to extend some flexibility during the formulation process of these indicators given the three-year horizon of the PSED and the prevailing uncertainty concerning the depth and duration of the international economic recession.  
I am pleased to inform you that at the end of 2009 we have passed the test except in the indicator related to the export of white sugar for reasons beyond our control and for which Government and the EU have agreed to undertake a review. 


My Ministry will continue to monitor progress on the indicators for both the fixed and variable tranches to ensure that we meet our targets. 
The programming of the MAAS 2011 -13 will tentatively focus on four sectors (i) Sugar, (ii) Social and economic empowerment, (iii) Maurice Ile Durable initiatives and (iv) Education.   Consultations with all stakeholders will be undertaken soon to ensure as wide a consensus on the way forward.
As part of the support package from the EU, we are also signing a Financing Agreement on Technical Cooperation which will put at the disposal of Government some € 500 000 to address capacity and knowledge gaps by means of technical assistance, studies, evaluations and analytical work, training and seminars.
Your Excellency,

I wish to reiterate the vital importance of EU’s support to Mauritius.  I would like here to stress that the EU is our most important development partner. The support you are giving to Mauritius is indeed significant and wide ranging - covering areas relating to economic development as well focusing on poverty alleviation, good governance and the protection of natural resources.  We took the right decision in 2006 when we decided to move away from sector support to general budget support.  The experience has been enriching for the two parties.  This new approach has allowed us to adopt a flexible and pragmatic approach programming the resources while ensuring that key development programmes are implemented.  I also hope that the EU has seen how a wider economic reform agenda can unlock growth with equity.  I look forward to continue working with you and your staff to push through the remaining reforms while at the same time opening a new front to address the more complex issues of consolidating the regional integration agenda both at the level of the Indian Ocean Commission and that of the African continent.  This is an area where I would like to see faster and more value added development since we cannot but mainstream in the regional and international economy.  In fact all our reforms are designed to achieve greater integration in the world economy.

I would like to conclude by thanking you and your predecessor as well as your staff for all the support that you have extended to us.
I thank you for your attention.[image: image1.png]
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