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1.0 INTRODUCTION
1.1 In the 2002/2003 budget, it was announced that Public Private Partnership (PPP)

would be used as a new form of procuring and financing infragtructure projects and
sarvices in the public sector. This Policy Statement sets out the framework for usng PPP

in Mauritius.

20 THE WIDER POLICY CONTEXT FOR PPP
2.1  Mauritius has embarked on an Economic Agenda for the New Millenium, which

soels out Government’s drategy and policy orientations for five years, until 2005/06.
The objective set out in the Agenda is to enhance the employment-generation potentia of
the economy and to raise the qudity of life of dl sections of the population. To dtan this
objective, Government will inves massvely in education, traning and information
technology, as wel as in infrastructure and the environment, to transform Mauritius into
a diverdsfied, hi-tech, high income sarvices and knowledge economy fully integrated in

the new globa economic environment.

2.2 In order to ensure that the invesment is sudanable, Government will need to
restore soundness in public finances and bring down the budget deficit to a sustainable
leve. This will be achieved through a variety of efforts A mgor programme to improve
the qudity and effectiveness of public expenditure and to enhance the buoyancy and
efficdency of the tax system is dready under way, and Government will shortly embark
on the phasad introduction of its Medium Term Expenditure Framework (MTEF). The
public sector will be encouraged to enter into srategic dliances to enhance technology
know-how and improve marketing and management competence.  Government is also in
the process of cregting the appropriate policy, inditutiond and legd framework for
encouraging the private sector to play a lager role in procuring and financing
infrastructure projects and servicesin the public sector through well-designed PPP.
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3.0 THE PPP CONCEPT
3.1 A PPP is a contractud agreement between a public entity and a private entity,
whereby the private entity performs part of a government organisation’s service ddivery

functions, and assumes the associated risks for a sgnificant period of time. In return, the
privale entity receves a bendit/ffinancid remuneration according to predefined
performance criteria, which may be derived:

- entirdly from sarvice tariffs or user charges

- entirdy from Government budgets

- acombingtion of the above.

3.2  The public sector retains a significant role in the partnership project, either as the
main purchaser of the services provided or as the main enabler of the project. It purchases
sarvices and specifies the service outputs/outcomes required as wel as the performance
criteria for payments. The private paty commonly provides the desgn, congruction,
operation and possibly financing for the partnership project, and is pad according to
performance. Risks are identified and placed with the party best able to bear and manage
them at lowest cost.

3.3 A wide spectrum of PPP arrangements exigts, differing in purpose, service scope,
legd dructure and risk sharing. One end of the spectrum would be an outsourcing of
some routine operation, while the other could involve the private sector conceving,
desgning hbuilding operating, mantaning and financing a project, thereby taking a
consgderable proportion of risk. The choice of the PPP arangement for a particular
project will depend on Government's policy in the related sector and on potentid vaue

for money to be generated under such an arrangement.

4.0 REASONSFORUSING PPP

4.1  PPP offers both drategic and operaiond choices to Government. Strategicdly,
the use of PPP fosters economic growth by developing new commerciad opportunities and

increedng competition in the provison of public services thus encouraging crowding-in
of private and/or foreign invesment. At the same time, it dlons Government to st
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policy and srategy, and where appropriate to regulate economic activities, while leaving
svice ddivery to the private sector. Operationdly, PPP provides opportunities for
effidency gans (better quaity and more cost-effective delivery of services), better asset
utilisation clearer customer focus (snce payments are typicaly linked to performance
rather than service inputs), and accelerated ddlivery of projects.

4.2 In order to support the objectives of the Economic Agenda and to enhance the
opportunities for redisng both drategic and operationd benefits, Government  has
decided to root PPP in its broader public expenditure reform programme, and to integrate
it with the processes embedded in the Medium Term Expenditure Framework (MTEF).
The MTEF seeks to strengthen macroeconomic stahility, alocate scarce resources in line
with priorities and improve the effectiveness and efficiency of public sector expenditures
by linking them to drategic objectives. Well-structured PPP projects integrate recurrent
and capital budgets and provide meaningful benchmarks for measuring performance, thus
making PPP an important tool for better management of public expenditure. In addition,
PPP is an ingrument which Government can use to reform and restructure certain
drategic sectors of the economy to bring in competition which will increase investment

and efficiency, reduce prices and expand the range of services available.

5.0 SCOPE OF PPP

5.1 It is Government’s intention to encourage innovation in as many aress as possble.
Traditiordlly, PPP has been gpplied to the infrastructure sector - in particular in the
electricity, telecoms, water, transport and solid waste sectors, - and increesngly in the
socid (hedlth and education) and IT sectors.

5.2 In the early stages of PPP, Government will focus on the following key aress of
development:

- transport

- public utilities (energy and water)

- solid and liquid waste management
- hedlth

- education and vocationd training

- ICT
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6.0 KEY CONSIDERATIONS OF PPP POLICY
6.1  While the benefits and advantages of PPP can be dgnificant, they are not
automdic. Rather, the postive outcomes have to be eaned through well-designed

projects, thorough due diligence and competitive and transparent procurement. There are
thus certain key pre-conditions which need to be present in the policy framework for
PPP, as they are criticd in ddivering successful outcomes. These have been identified as
affordability, the legidaive environment, inditutiond arangements and capacity
building.

6.2  Affordability — Affordability will need to be the cornerstone of all PPP projects.
PPP options must be affordable both to Government and the public, given other priorities
and commitments. The rationale for PPPs is improved management of scarce resources,
better risk dlocation and more efficient and cod-effective ddivery of sarvices It will
adways need to be borne in mind, however, that while the private sector may be willing to
finance and ddiver infrastructure and services through PPP, only users or taxpayers can
pay for them. Affordability thus acts as a red congraint, and public bodies will need to
give serious consideration to the sdection of potentiad PPP projects ensuring dways that
ther choices are in line with Government’s policy priorities and objectives. PPP provides
redl and exciting prospects for new forms of procurement, financing and operation in
ways that are likely to result in improved management of scarce resources. Government’s
PPP programme should not, however, be seen smply as an opportunity for public bodies
to undertake projects that would ordinarily not get gpprova through normd budgetary

approval processes.

6.3 The Legidaive Environment - The country dready has many of the ingredients
required for a successful PPP programme a dable government, a rdiable and
independent  judiciary and well-peforming public inditutions. However, politicad and
regulatory risks remain potentid barriers to effective PPP implementation With this in
mind, new PPP legidaion will be enacted to provide further and concrete evidence of

Government's commitment to its PPP policy and to provide an opportunity to establish in
lav a st of generd principles and rules for PPP procurement that dl public bodies will
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be expected to comply with, thereby ensuring some degree of condstency in approach

across sectors.

6.4 Inditutiond arangements — Internationd experience suggests that identifying and
establishing cler and unambiguous inditutiond functions in relaion to PPP ealy on in

the onsst of a county's PPP programme can greatly assst in successful PPP
implementation. At the same time, it is usgful to have a degree of inditutiond flexibility
in the early years of a country’s PPP programme, to encourage experimentation and
innovation, and importantly, to ensure that public bodies that have capacity are not
ddayed while inditutiond capacity esewhere is being developed. While inditutiond
roles and responghilities may change over time as Government’s experience with PPP
grows, the fallowing public ingtitutions will play important roles in the programme:

- M inistry of Economic Development, Financial Servicesand Corporate
Affairs (MEDFSCA) through its recently established PPP Unit, which
will be the driver of PPP policy and responsible for its development and
refinement over time. As the process develops and moves ino the
implementation stage, the PPP Unit will ensure effective stakeholder
engagement, market interest and momentum of the process. The PPP Unit
will ds0 support minigries and other public bodies to ensure that their
PPP projects are carefully gppraised, scoped and planned prior to initiating
a procurement process. Transaction advisers will be recruited as and when
required to assg in this process. As Mauritius gains experience with PPP,
the PPP Unit will aso develop guiddines on best practices to assst sector
Minidriesin the roll-out of their PPP projects.

- Contracting Ministries and other public bodies, which will play a lead
role in the identification, sdection and monitoring of PPP projects in their
sectors. Sectors with capacity will be encouraged to move forward with
their projects, subject to them being affordable and generating vaue for
money. Sectors with less capacity will benefit from the assstance of the
PPP Unit and externd transaction advisers.
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- Ministry of Finance, which will play a key role in assessing the
budgetary implications of PPP projects The PPP Unit will work closdy
with the Minisry of Finance in the assessment of PPP project
affordability, vaue-for-money, feeghility, and contingent  licbilities
associated with PPP projects.

6.5 Capacity Buldng — As PPP represents a subdantidly new paradigm  for
Government, capacity building will be necessary for dl stakeholders in the PPP process.

The generd leved of awareness and understanding of PPP will be improved among al
sakeholders to facilitate sound policy development and condructive discusson and
debate. There is need to ensure a sufficient level of resources to deliver good PPP
projects. The success of the PPP programme will depend on the development and

retention of gppropriate skills and expertise within the public sector.

7.0 UNSOLICITED BIDS

71 The may negaive experiences with unsolicited proposds for private
infragtructure projects have lead some governments to see blanket refusds as the only
way to safeguard againgt potential problems with corruption and lack of transparency.
The risk of such an gpproach is that it fails to acknowledge that private companies are
often well podtioned to recognise potentid demand for infrastructure. The difficulty
dways is in gdting the baance right between encouraging such companies to submit
project ideas without losing the transparency and efficiency gains of a well-conceived
competitive tender process. This difficulty is exacerbated when government officids lack
the capacity to evauate unsolicited proposas objectively. With this in mind, it is
Government’s intention, in the early years of its PPP programme, to proceed cautioudy,
and to discourage unsolicited proposals. While dl proposds will be trested on a case-by-
case bass, consideration of unsolicited proposas will be the exception rather than the

rue, and limited to projects that demondrate genuine innovaion and/or use of
proprietary technology.
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80 CONCLUSION

8.1 Government is committed to incressng privatle sector participaion in

infrastructure provison and public sector ddivery, and to reducing its current budget
deficit. But cost savings are not the only consderation and Government would dso like
to see improved service delivery from its PPP programme. The MEDFSCA s taking the
lead in implementing this vison and strategy.

8.2 Ove the next months, gppropriate policy ingruments and incentives associated
with broader reform initiatives will be set in place to encourage sector Minidries to
consider PPP for their capita projects. A new PPP Legidation is expected to be in place
by mid-2003. Procurement practices for PPP will be streamlined in line with internationd
best practices, while maintaining fairness and transparency in the award of PPP contracts.
Sector studies will be caried out to review policy and srategy and to identify potentia
areass for privae participation. Capacity building will continue to be srengthened and

more targeted towards implementing Minigtries.

Ministry of Economic Development, Financial Servicesand Cor porate Affairs
5May, 2003
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