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PRIME MINISTER

Vice Prime Minister and Minister of Finance and Economic Empowerment,

Colleague Ministers,

The Country Director and the Representative of the World Bank,
Distinguished Delegates,
Ladies and Gentlemen,

It gives me great pleasure to open this conference on “Doing Business in Africa” this morning.
We feel very honoured that the World Bank has chosen Mauritius as the venue for this conference.  It is an 
excellent opportunity to learn from each other’s experience in the area of doing business.  I have in mind specially the reforms which are needed to facilitate doing business in our respective countries – for this is the path to growth and prosperity. 

Indeed, despite the abrupt decline of the global economy into the worst recession in many decades, Africa is poised for what may be the most buoyant years in its recent economic history – provided we do what is necessary to facilitate doing business.  

I always say to my countrymen – Nobody owes us a living.  It is up to us to attract investors and FDI.
And we all know that Africa has to do even better to put its millions of unemployed in jobs, to lift the millions who are living in absolute poverty out of their predicaments and to raise the standard of living of its people. 
Positive GDP growth is of course needed but is not enough. Our countries need to use growth to create jobs and empower the less fortunate so that they too can benefit from this growth.  And we need to be globally competitive.  And we need a much higher level of private investments and substantially more foreign investments.
That is why, I would like to express my appreciation to the World Bank for its commitment to improve the doing business climate in our countries.  The growth equation is cruelly simple:  no investment – no growth. 

Shortly after taking office in 2005, we realized that global realities had changed so drastically that our economic model had to change. It was unable to generate the necessary investments to sustain the pace of development we have experienced since independence in 1968.
It was an export-driven growth paradigm, highly dependent on trade preferences that were fast eroding, namely the sugar protocol and the Multi Fibre Agreement in textiles.  These trade preferences had supported the development of the sugar and textile industries which, directly and 
indirectly, accounted for more than 50% of total employment and contributed close to 50% of GDP. 

In the face of inexorable globalization and world trade liberalization these two sectors were at risk and the old model was fast becoming ineffective. As a result, growth and private investment were sluggish. Unemployment was rising.  In the aftermath of the dismantling of the Multi Fibre Agreement, there was a flurry of closures and massive layoffs in the textile industry. 
In three years, the textile industry had shed around a third of its workforce and contracted its output by some 25%.  The sugar industry had also cut its workforce substantially 
to shore up its efficiency and global competitiveness. The predicaments of the sugar and textile industries were sifting through the entire economy, with ripple effects on other sectors, with a consequential adverse impact on public finances, public debt and external balances.  FDI was drying up and economic diversification, which is a perennial thrust of all our development strategies, was not taking off. 

Clearly, we had to get our country out of this unfolding economic mess before it was too late.  We realized that our country needed a new development model to spur private investment and create wealth at a faster pace while increasing the number of players through democratization of the economy, and at the same time put in place policies 
to ensure social progress and the eradication of absolute poverty.  We wanted a model of development that will take the economy to full employment with a higher level of productivity.  And we needed a model that would build greater resilience in our economy, in particular, through further diversification into higher value added services. 

We, therefore, decided to shift from the old model to a globally competitive model of development supported by comprehensive reforms to further open up the economy, totally reengineer the doing business environment, consolidate and further diversify the economic base, promote greater flexibility in the labour market and 
strengthen public finances. Thus, the doing business environment was a prominent plank of a comprehensive set of reforms. 

The previous model favoured large firms over SMEs. It was a doing-business environment that discriminated against new entrants in favour of the established, and promoted investment to serve the limited domestic market over exports - narrowing opportunities for enterprises to grow.  Our reforms aimed at eliminating these biases and unleashing the pent-up entrepreneurial spirit of small and medium economic operators. 

We, therefore, focused our reforms on putting an end to suffocating bureaucracies and to office-hopping to obtain 
licenses, permits and approvals.  We set out solutions that would allow enterprises to start operations on the basis of 
self-adherence to comprehensive and clear guidelines, to ex-post control for compliance rather than prior, long and complicated authorizations.
Our reforms also make sure that new businesses can start immediately contributing to the economy instead of wasting time with income tax, customs, and numerous departments and Ministries.  

The reform of our tax policy was one of the outstanding features of the doing-business reforms.  We have significantly cut corporate and personal income tax from a maximum rate of 30% to a single flat rate of 15%. This puts 
Mauritius amongst the lowest income tax jurisdictions in the world.  We have also simplified the tax system and cleaned it of a series of tax expenditures and incentives which distort resource allocation. 

A leader article in the Economist of the 2nd May 2009, makes that point very clearly – let me quote:

“The best tax systems combine low rates with minimal exemptions.

Businesses and citizens should be making decisions based on their economic opportunities, not the advice of their accountants”.

Unquote.

The progress we have made in our ranking in the World 
Bank “Ease of Doing Business Survey”, from 49th in 2006 to the current 17th place is a measure of the improvements we have brought about to facilitate investment. But, we have gone beyond the criteria on which the World Bank bases its survey and addressed a broader set of issues that were impeding investment decisions. 
However, I should stress that the ranking exercise of the World Bank has been a very useful yardstick to measure our performance and to set realistic targets. By benchmarking on the country that scores highest in each criterion we have a fairly good idea of what is possible and what we need to do to achieve the same standards and effectiveness. 
We do not have to reinvent the wheel, notwithstanding the fact that each country has its own specificities and cannot simply emulate the top performers. The wider perspective we have taken on the ease of doing-business is reflected in our ranking in:

· the Mo Ibrahim Index of African Governance ranks us first in governance;

· the Economic Freedom Index of the Wall Street Journal;

· the World Competitiveness Report; and
· the Africa Competitiveness Report.
Last year at the launch of the Bilateral Investment Treaty 
between Mauritius and the United States, Secretary of State Hillary Clinton said and I quote:
“Mauritius may be a small country but it has the potential to make a big impact, both by contributing to Africa’s overall prosperity and in providing an example of how other nations can stimulate growth by setting clear and fair rules for the benefit of those who wish to do business in Mauritius”.

Unquote.

Looking at our experience, I should stress that it is not enough to reform the processes and policies. A poor understanding of the reforms can be a major obstacle to its 
success. Our experience shows that reforms must 
necessarily be accompanied by strategic communications to be successful and also to reduce political risks. 
Sometimes reforms require people to change long-standing modes of behaviour. The resistance to such reforms can be particularly difficult to deal with.
But, again, our own experience in Mauritius is that the best way to convince the population to adopt new behaviours and to accept short-term pain for long-term gain is through 
a combination of leadership, dialogue and broad social partnerships – You need not only vision from the top but more importantly – real commitment from the leaders.
We have, thus, been able to build both political and social consensus on the reforms. The level of acceptability among the population has been quite high, which has made implementation easier.
The fact that the reforms were meant to respond to global realities on which we had no control has also been an important factor in making the reforms acceptable. 

Getting early positive results and outcomes from the reforms has also been of tremendous help to keep the reforms on course.  Mauritius started reaping the benefits 
within the first year of the reforms. In the first two years following the reforms Mauritius has obtained more FDI than 
in the previous 20 years put together. And this is directly attributable to our doing business reforms,  our policy of greater openness to foreign capital, labour, expertise, ideas and technology and our policy to further diversify the economic base.
The unemployment rate has been continuously declining - for the first time in 15 years. The economy doubled the pace of job creation. Some economic sectors were experiencing boom-like expansion and GDP growth was back on a higher path. The external balances were improving. Budget deficit and debt as a ratio of GDP were 
on a declining path.  In fact, due to the reforms we have 
been able to create the fiscal space that we have then used to ward off the impact of the global crisis on our economy. 

Building institutional capacity in the public sector is another critical success factor to the implementation of reforms.  The best reforms can fail if the capacity to implement is not there.  

And reforms can be prohibitively costly.  This is where I would like to emphasise that it is not enough for the international institutions to promote reforms. They must also support countries through the reforms process and these should come in the form of both financial and technical resources. Such support should be there through all the stages of reform, from the formulation stage to implementation and to managing reforms.  

The past four years have taught us that the virtues of reforms are many, if they are well-thought out, well-designed and well communicated.  There were political risks, but we took the view that the long-term interests of the Nation was more important than short-term political interests.  And, this stance can be especially crucial when there are external shocks and other unexpected events that can hinder the implementation of reforms.
In fact, since the reforms we introduced in 2006, our economy has been buffeted by a flurry of external shocks, including surging oil and food prices, the financial 
mayhem caused by the sub-prime crisis and leading to the global economic recession. The economy has resisted well and again we believe that this resilience is in large part due to the reforms we have courageously implemented. 

Finally, I must say that the job of a reformer is never done.  Reform is always “Work in Progress”.  It is a challenging 
endeavour.  But we have to take the responsible decisions today so as to build the more prosperous future that we all want. 

Let me conclude by wishing all of you a successful conference.  I am confident that this sharing of experience 
will enrich our understanding of the importance and challenges of reforming the doing business environment.
I also hope that the regional organisations will play a greater role in promoting such reforms at the regional level – specially South – South Co-operation – and it is important that we work together with the World Bank and other institutions to bring the doing business environment in Africa to the standard that investors expect. 

I have now the pleasure to declare the “Doing Business 2010 in Africa” Conference open.
I thank you for your attention.
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