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An economic miracle interrupted

Post-Covid, progress
requires the island to
reinvent itself yet again,
writes David Pilling

12020, the World Bank classified
Mauritius as a “high income coun-
try” after its annual per capitaearn-
ings hit$12,500 — quite something.
for an island nation which, at inde-
pendence in 1968, had been a mono-
crop sugar producer with average
incomes per person of roughly $200.

In the half century since, the way
Mauritius has diversified its economy
and climbed the value chain by moving
into textiles, manufacturing, tourism,
banking and financial services has been
textbook development.

But if Mauritius, a functional democ-
racy with a minimum wage and free
education and healthcare, has become
the closest thing Africa has to an eco-
nomic miracle, it is one that has been
rudelyinterrupted.

As the World Bank was announcing
Mauritius’ admission to the high-in-
come club— based on 2019 figures — the
island was grappling with its worst crisis
sinceindependence.

For an economy that depends on the
freeinflow of tourists, goodsand capital,
the Covid-19 pandemic proved devas-
tating, The economy shrank 15 per cent
in2020. Per capita income collapsed to
about $8,600. “For eight months, we
were a high-income country,” says
Rama Sithanen, a former finance minis-
ter. “Now, we have gone back to where
wewere10yearsago.”

As the pandemic struck, the govern-
ment adopted what amountedto azero-
Covid policy. That was partly dictated by
the1.3mn population’s high incidence of

Business not-as usual: the pandemic proved devastating, the ec

diabetesand cardiovascular disease — a
byproduct of increasing affluence —
comorbidities that made Mauritians
particularly vulnerable to Covid. The
official death toll has been limited to
786.

The authorities screened people
arriving from China from January2020.
In March, just after the government
announced the firstthree Covid cases, it
adopted measures such as sending

tourists back to their home countries
and severely restricting movement out-
doorsof its own people.

“By July, there was no Covid, but there
were also no tourists,” says Azim Cur-
rimjee, a managing director at the Cur-

onomy shrinking 15 per cent in 2020 _ sensichaips

Leastone-fifthof gross domestic product
—tippedinto paralysis.

Then, in July 2020, the MV Wakashio,
ajJapanese bulk carrier, ran aground on
acoralreef close toan ecologically sensi-
tive part of the island’s south-castern

Fmjee tel 10-b i
erate. Arrivals went from an annual
14mn to practically zero, as tourism —
the island’s biggest employer, account-
ing for more than 100,000 jobs and at

shore — alth from big tourist
resorts. It leaked an estimated 1,000
tonnes of oil, in what some called the
island’s worst environmental disaster.
Tens of thousands of people demon-

strated in Port Louis, the capital, accus-
ingthe government of incompetence.

As for efforts to prop up the covid-
stricken economy, the government
responded with one of the most ambi-
tious stimulus packages on the conti-
nent, including generous wage support.
With the help of 80bn rupees from the
central bank, it established the Mauri-
‘tius Investment Corporation (MIC) to
lend money to some of the biggest com-
‘panies in struggli 1
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ism. In return, employers were prohib-
ited from laying off staff.

“We threw the textbook out of the
window;” says Currimjee. “The policy
was, first, to make sure we stay alive
and, second, to make sure there is no
economic damage”

Since October, tourists have returned.
The IMF expects growth of 6.7 per cent
in 2022, withsome private sector econo-
mists putting it slightly lower. But gov-
ernment opponents have criticised how
emergency funds were distributed.
“Lack of transparency has fuelled a lot
of suspicion,” says former President
‘Ameenah Gurib-Fakim, who herselflost
officeovera financial scandal in2018.

“We went on a spending spree and,
today, weare facing the consequences of
our giveaway,” says Arvin Boolell, a
former leader of the opposition Labour
party. The central bank, he adds, has
lost its credibility through what he
deems accounting tricks in creating the
funds to give to the MIC.

“The adjustment s taking place via
the rupee at the expense of the poor,”
Boolell says of the central bank’s toler-
ance of asliding currencyand the result-
ingimported inflation.

Renganaden Padayachy, finance min-
ister, and Harvesh Kumar Seegolam,
central bank governor, did not agree to
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You've had the spending,
now the reckoning

Economy

After an effective stimulus
package, there’s the deficit
and rising debt to tame,
reports David Pilling

Last year. the IMF stressed thatit was
time to rein in what it called “quasi-fis-
cal activities” in the Mauritian econ-
omy. It recommended outlawing fur-
ther such transfers and said the central
bank should relinquish ownership of
the MIC, which should be financed
throi

Mauritius threw the kitchen sink at the
Covid crisis. Now, it has todeal with the
broken crockery.

When the pandemic struck in early
2020, the government prioritised public
health. The decision meant closing off
from the world an island economy that
is highly dependent on tourism.

That left itwith no choice but to pump.
in huge amounts of cash to keep busi-
nesses afloat. It did exactly that, spend-
ing 28 per centof gross domestic prod-
uctaccording to IMF estimates, compa-
rable with many advanced countries.
The Mauritian state supported wages

This amounted to a warning that
unorthodox policies, if extended, could
erode both the central bank’s independ-
enceanditscredibility:

Although stimulus should not be
withdrawn too quickly, the IMF said,
once the economy had “fully emerged
from the pandemic”, fiscal consolida-
tion would be required to stabilise pub-
licdebt that has risen from 66 per cent of
GDP before the crisis to nearly 100 per
centnow.

Sushil Khushiram, a former minister
of financial services, has accused the
authorities of populist spending that
they cannot afford: “Chickens are now

i o roost withall the macr-

for the employed and self-employed,
especiallyin the devastated tourism and
hospitality industries, at a cost of
Rs18bn, or $400mn at present rates.

A further Rs9bn went to national air-
line Air Mauritius afterit fellinto receiv-
ership in April 2020. Slimmed to halfits
previous number of planes, theairline is
backupand running.

To help pay for all this largesse, the
central bank transferred Rs60bn to the
government by issuing “instruments”
tied to rupee liquidity. It made available
Rs80bn from foreign reserves for the
Mauritius Investment Corporation, a
subsidiary of the bank established in
June 2020 to help pump money into
strugelingcompanies.

In Mauritius’ version of “too big to
fail”, Harvesh Seegolam, central bank
governor, explained that MIC funds
would “assistsystemically large, impor-
tant and viable companies” that would
otherwise struggle to meet their debt
obligations and risk tipping the banking
systeminto crisis.

Even with the help of such unortho-
dox monetary policy — likened to turn-
ing the central bank into a “magical
money tree” by Rakesh Seesurn, head of
risk at Port Louis-based AfrAsia Bank —
conventional government spending still
pushed the budget deficit in 2020 to 20
per centof GDP.

The economy contracted by 15 per
cent thatyearand grew just 5per cent in
2021. Unemployment rose from 6.7 per
centin 2019t09.2 per cent post-crisis.

oeconomic indicators flashing red —
unsustainable public debt, widening
externaldeficit, continued rupee depre-
ciation, worsening inflation and weak
growth recovery””

Rama Sithanen, a former finance
minister for the opposition Labour
party, is critical of aspects of the govern-
ment's response, though he defends the
basic strategy: “We were in a perfect

Harvesh Seegolam, governor of the
central bank

storm, so they putin all the firepower in
terms of fiscal policy, financial support,
and monetary policy to mitigate the
impact on the economy of the pan-
demic” He adds that this will now need
tobe unwound.

The government says the stimulus
was within its means. “There was so
‘much spare cash in Mauritius that, basi-
cally, we mopped it up and put it back
in,” says Azim Currimiee, a former vice-
president of the Economic Develop-
ment Board of Mauritius, aninvestment
promotion agency.

“Mauritius is a stable country,” adds
Ken Poonoosamy, the EDRs chief exec-
utive. “We have probably been one of
the few countries that over 30-40 years
has had consecutive positive growth.
There has never been a contraction in
our GDPapart from during Covid.”

still, the government will have to
work hard to keep its macroeconomic
fundamentals on an even keel. Moody's
has Mauritius’ long-term credit on a
below-investment-grade rating of Baa2
with a negative outlook. It has also
warned of further deterioration in debt
metrics and rising inflationary pres-
sures, a result of a sharply deteriorating
rupee: from Rs32.5 to the dollar in
March 2020 to Rs44 twoyears later.

But there are signs that, as the econ-
omy opens up, Mauritius is clawing its
way back to normality. The budget defi-
cit more than halved to 8.6 per cent in
2021 It is expected to fall again to 5.6
percentthisyear, says the IMF.

Although the current account balance
may widen further this year, to minus
15.6 per cent, it is projected tosnap back
tominus 6.8 per cent nextyear, as tour-
ist and airline revenues normalise.
Exports, including tourism income
from hotel beds and airline seats, will
benefit from a weaker rupee.

Alonger term fiscal problem could be
looming, though. Mauritius has a
median age of 38, comparable with
Europe. Its fertility rate of 1.4 is well
below the 2.1 needed tokeep a popula-
tionstable. As its workforce ages, plans
fora more generous basic pension will
bite, increasing government spending
on pensions to more than 8 per cent of
GDP in2023/24 against 4.5 per cent of
GDP in 2018/19, the IMF calculates.

Such problems must be addressed,
says Sithanen, through a combinationof
robust growthand fiscal prudence. “It's
time that wemanaged our deficit . . . It's
notsustainable.”
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Securing our Future

A strategic accelerator building
sustainable economic development
and long-term economic resilience

The Mauritius Investment Corporation
Ltd (MIC) was created as part of
unprecedented measures taken
to support and accelerate the
economic development of Mauritius,
encouraging new investment and
building long-term economic
resilience for the country.

Since its creation in June 2020, the MIC
has invested in systemically important

itian companies adversely i d
by the COVID-19 pandemic to ensure that
they remain operational and that jobs are
preserved. To that effect, the MIC has invested
US$566 million to date, and a further
US$643 million out of its future generations
and infrastructure portfolios inte promising
new industries where Mauritius will excel.

Through its prudent and fimely investments,
the MIC contributed to the stability of the
domestic financial system and brought
confidence among economic operators in
Mauritius, whilst preserving thousands of jobs.

A thriving economy

The MIC is aligned with Government’s post-
pandemic economic sirategy embracing the
need for the country’s economic base to be
diversified across a number of sectors, promofing
investment in new manufacturing industries,
renewable energy and critical infrastructure.

Maurifius aims to strengthen its position as a
premier centre for the African continent for
the location of a range of service industries.
We aim to facilitate and support the Afri
capital markets and the African private equity
and venture capital industries.

Qur aspiration is for the MIC to be a lead
investor, working with partners in Mauritius
and internafionally, catalysing investment,
and to be focussed on new industries where
Maurifius can excel with its high-quality
infrastructure, talent and skilled workforces.

Mastering change

The MIC will pursue its stated mission to
facilitate and make investments in a number
of new areas of growth te build a more
resilient and sustainable economy.

This new sustainability strategy will be
underpinned by our aim to reduce carbon
emissions over time with Mauritius becoming
among the front~runners in the green and
circular economy.

Alternative investments

The MIC will embrace new and alternative
investment vehicles and will be a catalysing
partner, building a series of investment
partnerships over time and aftracting new
investors and enterprises to Mauritius.

Tel: +230 2145989 | Email: info@mic=ltd.mu | www.mic=ltd.mu
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Much cherished democracy comes under strain

Politics

petitionsagainst alleged irregularities in
the 2019 election that confirmed Pravind

Perception of too much
power in too few hands
leaves voters dissatisfied.
reports David Pilling

Mauritians take their democratic rights
seriously.

When a former attorney-general and
government critic was briefly arrested
at his home last May for organising a
pro-Palestinian rally — of about 100
people who were said to have contra-
vened Covid measures — the Mauritius
Bar Association vigorously protested,

Jugnauthas prime minister.

Jugnauth assumed the position in
2017, as his father Sir Anerood Jugnauth
resigned because of ill health. The

of democracy any more,” she says.

Mauritius is regularly ranked Africa’s
‘most robust democracy by such organi-
sations as the Mo Ibrahim Foundation
and Freedom House. The latter’s free-
dom index score for Mauritius, of 86, is

‘younger pollvictory in 2019
‘was built on policies from his first years
in office, including the introduction ofa
minimum wage and the completion of a
lightrailwaylinking five towns.

But there had been worrying irregu-
larities at the elections, according to
Roukaya Kasenally, associate professor
at the University of Mauritius. These
included, she says, a significant number
of people being unable to vote and
marked ballot papers found, after vot-

d ;i T

th Korea and Poland and just
three marksbelow France.

It is regarded by some, however, asa
democracy in retreat in terms of room
for dissent from the opposition, the
media and civil soctety. The V-Dem
Institute, which aims to measure the
quality of democracy, put Mauritius
among its “top 10 autocratising coun-
tries” inits 2021 rankings.

Mauritians, too, are nervous that their
cherished democracy is under threat.

calling it “objecti -police practice”.

Likewise, the media and civil society
pushed back strongly againsta propesal
last year by the government’s Informa-
tion and Communication Technologies
Authority to monitor and decrypt all
soclal mediacontent.

The courts, meanwhile, arestill hearing

ingtime,

Sheila Bunwaree, Mauritius univer-
sity professor of sociology, contrasts
what she sees as judicial foot-dragging
in Mauritius with decisive court inter-
vention in Kenya and Malawi, after sim-
ilarallegations of irregularities. T don't
think we can call ourselves a model

An poll last year showed
45 per cent of respondents as “not very
satisfied” or “not at all satisfied” with
thestate of democracy in the country —
compared with27 per centin2012.

Yet their support for the concept of
democracy remained among the strong-
estin Africa, Afrobarometer said. Mau-

ritians “overwhelmingly authori-

ic and political — is concen-

tarian alternatives to democratic gov-

trated in too few hands. Political pri-

public-sector and quasi-public-sector
jobs go to those with connections, not
T isite skill i

ernance”, witha 95 per cent di:
ating for one-party rule, higher than in

ooy bast
and economic clout, particularly land

M'.mntms has a history of regular
democratic transfers of power since
independence and a record of compe-
tent policymaking reflected in its
impressive — and reasonably egalitar-
fan — economic progress. Yet, politics
hasbeendominated by two families, the
Rangoolams and the Jugnauths, both
from the Indo-Mauritian community
that comprises about two-thirds of the
population. In the 54 years since inde-
pendence, only when Paul Bérenger
served from 2005-05has a prime minis-
ter carried adifferent surname.

The younger Jugnauth’s 2017 acces-
sion tothe top job—as hisfather passed
him the baton without having to hold a
general election — earned him the nick-
name “son of dad”.

Arvin Boolell, a former leader of the
opposition Labour party, says power —

has remained with a handful

of Franco-Mauritian families that com-
‘prise about 2 percentofthe population.
skewed political and economic influ-
ence has somehow not led to stark ine-
quality, though. Mauritius’ Gini coeffi-
cient, an inequality measure, was 36.8in

Pravind Jugnauth
Cpictured) became
prime minister in
2017, when his
father resigned for
health reasons

2017 according to the World Bank, bet-
ter than the US, tl\ough signalling that
theisland was

Nor have some top politicians been
free from scandal, Former prime minis-
ter Navinchandra Rangoolam was
arrested, though never prosecuted, on
suspicion of conspiracy and money
laundering, after quantities of cash were
found in suitcases in his house during a
2015 police raid.

In the same year, the present prime
minister was convicted for a conflict of
interest over a property deal. The ver-
dictwas overturned onappeal.

Bunwaree sees the first-past-the-post
electoral system as a problem, makingit
difficultfor minoritiesto winrepresenta-
tion — particularly so-called Mauritian
Creales of African descent —about 28 per
cent of the. poplﬂauon "We have a win-

thanthe UK.

Many social activists report widening
income divisions in recent years. There
are perennial complaints that plum

“We've long been as]cmg for electoral
reform with a dose of proportional rep-
resentation,” she adds, “but that has
neverhappened.”

Finance Few in the industry are under any illusions about the need to keep up with the regulatory frontier, writes Joseph Cotterill

Offshore
watchdogs
sniff close to

home

12020, the “grey” listing of Mauri-
tius by the Financial Action Task
Force, and a tougher blacklisting by
the European Union, both on anti-
money laundering grounds, repre-
sented the greatest threat toisland’s sta-
tusas Africa’s offshore centre of choice.

The warnings — one from a leading
watchdog tasked with sniffing out illicit
finance, the other from the world’s big-
gest economic bloc — caused investors
to worry about an offshore centre that,
in the same year, was home to more
than $500bn in business assets. They
also struck the economy just as another
critical sector, tourism, ground to a halt
amidthe pandemic.

But, since then, efforts by the Mauri-
tian government to clear its name have
paid off. This year, the EU dropped the
island from its blacklist. And the FATF
judged six months ago that the country
merited coming off its grey list, thanks
to progress in ending specific money-
la\lndem\gweaknesses.

Suchd strate “the

island’s financial services industry are
under any illusions about how quickly
the image of Mauritius as an offshore
centre can suffer, if it does not keepup
withtheregulatory frontier.

“The hit in our reputation as a nation
hasbeen tremendous — indeed, and it is
true that we shall carry some scars for
some time ahead,” said 1. Clensy Appa-
w00, chief executive of business services
group HLB Mauritius, as a result of the
island’s period on the FATF list.

Mauritius competes against other off-
shore centres for the attention of inves-
tors. For example, shortly before it
listed in New York last year, THS Towers,
Africa’s biggest independent mobile
phone tower operator, moved domicile
from Mauritius to the Cayman Islands
in order to woo U investors used to off-
shore centres closer to home.

Analysts say the Mauritian authori-
ties have work ahead of them to bolster
the island’s international reputation.
“Yes, they have complied with the rec-
of the FATF, but there is

commitment of Mauritius to improve
its legal, regulatory and enforcement
measures in the fight against money
laundering, terrorist financing and pro-
liferation financing,” says the Financial
Services Commission — the Mauritian

financial regulator.
Mauritian reforms to meet FATF rec-
ions have st the

more to it,” says Richard Chelin, organ-
ised crime and corruption researcher
for South Africa’s Institute for Security
studies. “Passing legislation is not
enough.”

It has been made more difficult by
some offshore organisations domiciled
on the island playing a part in recent

o :

country's oversight of the potential
facilitators of corrupt and illicit flows
outside the core banking system —
from accountants and lawyers to non-
profits and trust companies. At the
same time, they have left few in the

In Zimbabwe, Mauritian trusts and
shell companies were critical to how
Kudakwashe Tagwirei, an adviser to
President Emmerson Mnangagwa (who
has been accused of cornering access to
state resources), disguised control of an

Downtown Port

Louis: Mauritius
competes
against other
offshore centres
for the attention
of investors
Aleksandr Lobechyaiay

offshore business empire, according to
documents seen by the Financial Times.

In Namibia’s “Fishrot” scandal, a
‘Mauritian shell company — and alleged
abuse of adouble taxation treaty —have
featured in accusations that Samherii,
an Icelandic fishery, secured fishing
rights in the country’s waters in return
for kickbacks.

The Tcelandic company has denied
criminal wrongdoing, but has admitted
“there was alot of chaos” in how it did
‘business in Namibia.

Mauritius s far from the only offshore
haven to be enmeshed in international
scandals. Inrecent years, however, there
has been a spotlight on domestic graft
that has shown why transparency in the
running of the island’s financial centre
hasto gobeyondregulatory checklists.

Despite its reputation as one of
Africa’s best-governed countries, Mau-
ritius has in the past had to deal with
corruption, but “over the past couple of

‘Itis frue
thatwe shall
carry some

years, some of the scandals that have
come out have dwarfed [former exam-

ples]*, said Chelin.

In 2020, Mauritius was embarrassed

‘when the African

scars for
some time
ahead'

debarred scandinavian contractor Bur-
meister and Wain, which it said had
“financially rewarded members of the
Mauritian administration and others”
towina contract to developa power sta-

Economic
miracle
interrupted

Continued from page 1

be interviewed for this report. However,
the government argues that its extraor-
dinarymeasureswere prudent.

Itpoints to the appointmentofan out-
sider — Lord MeghnadDesai, professor
emeritus of the London School of Eco-
nomics — as the first chair of the MIC as
evidence of geod governance. “As long
as the money is spentjudiciously and on
the main purpose for which it was
designed — save the jobs, save the
affected companies, give them some
breathing space — I am not particularly
concerned,” Desai has said.

“The fact that Mauritius is a middle-
income prosperous country, and well
run by-and-large, will help it ride out
the pandemicrelatively well,” he added,

Mauritius' longer-term task is to con-
tinue its upward trajectory. Pravind Jug-
nauth, the prime minister re-elected for
asecond term in late 2019, has set the
island’s sights on emulating Singapore,
albeit the Asian city state’s GDP per cap-
itaisabout six timesthat of Mauritius.

Government supporters point to
Mauritius’ sophistication as an offshore
financial centre — includingas a conduit
for investment to Africa and India — as

evidencethat it can continue tomove up
+ hai

‘tion in PortLouis, thy
Burmetster and Wain alerted the
AfDB and accepted a 21-month debar-
ment from work with the bank after its
own investigation, prompted by a
whistleblower, found what it called
“unacceptable” behaviour.

Also in 2020, a contractor who
appeared to be about to expose corrup-
tion in Covid-related procurement was
found dead in a suspected murder.

Both matters have underlined the
importance of whistleblower protection
in corruption cases. But Mauritius does
not have dedicated legislation to help
‘whistleblowers — beyond giving them
legal immunity.

Such instances show broader reform
and cultural change are needed to
restore trust in Mauritius as a financial
centre, Chelin says. “The government
needs to be commended for the work it
is doing in addressing concerns — but I
thinkth worktobedone.”

lop: Bank

Sensitive jurisdiction aims to shed its ‘haven’

Tax

International pressure
prompts overhaul of laws,
reports Emma Agyemang

For three decades, Mauritius positioned
itself as the low-tax jurisdiction of
choice for international businesses
investing in Africa and Asia — particu-
larly, India.

In the past five years, however, there
has been an overhaul of the island
nation’s tax laws. Sensitive to pressure
from international regulators demand-
ing greater scrutiny of offshore centres,
Mauritius has dropped several elements
ofits previous tax :

Indeed, the country has worked to
overturn its image as a tax haven. In
October, it backed an international
agreement to introduce a global mini-
mum effective corporate tax rate and
force multinationals to declare profits
and pay more taxn the countries where
they carry outbusiness.

Mauritius® efforts to reinvent itself
have been boosted by other measures,
too. In October, the Financial Action
Task Force, the global money laundering

watchdog, removed theisland from its
Tist of jurisdictions under increased
monitoring. InJanuary, the EU similarly
took Mauritius off its list of countries
needing close monitoring for money
laundering and terrorism financing.
According to official Indian data,
there has also been a substantial drop in

Rooy, an Africa-focused international
tax and financial planning company,
with offices in Mauritius and South
Africa. “Butit’sthe kind of business that
Mauritius doesn't want anyway.” She

retains plus points, such as belng rela-
tively simple to understand and having
nowithholding or capital-gains taxes.
Mauritius' headline corporate tax
rate of 15 per cent is also low compared

believes the gove it

with most other Afri ies, The

that the departure of such businesses is
“not really a loss to Mauritius”, s they

inflows of foreign direct i to
India from Mauritius sincea changeto a
double-tax treaty between the two
countries, in 2017 Tax advisers in Mau-
ritius corroborate the data.

That treaty allowed Mauritius-based
companies to avoid paying Indian capi-
tal gains tax when they sold Indian
assets. Itled toaboom in multinationals
seeking to enter the Indian market,
routing funds via Mauritius.

But, having been top of the list of
countries making FDI into India, in
2020-21 Mauritius dropped to third,
after singapore and the US. Its inflows
fell nearly 32 per cent to $5.6bn, com-
pared with$8.2bnin 2019-2020.

Some have expressed concern that,
without some of these low-tax attrac-
tions, businesses will leave Mauritius.
However, others are moresanguine.

"There has been a flight” of some

caoilfhi van der

‘were not

typically have rates of between 25 and
35 per cent.
And its network of double-tax avoid-

Fazeel Soyfoo, partner rat
Andersen in Mauritius, is of the opinion
that “there hasn’t been an exodus by
any means.” The country’s tax system

More Mauritius online

MANUFACTURING:

Textiles were once the basis of
prosperity but rising labour
costs show the need for more

high-tech products
- .

says
Wnll. managing partner of Regan van

ies —to stop
a company or mdlvldlml having to pay
taxintwo places, if both countries have
aclaim to the income — means multina-
tionals often use the country as a “one-
stop shop” for investing across Africa,
adds Robert Mwanyumba, Africa
regional advocacy co-ordinator at anti-
corruption campaigning group Trans-
parency International.

The appeal of Mauritius to business
will remain, Mwanyumba says. How-
ever, while welcoming its tax reforms,
he remains sceptical about its level of
transparency. Mauritius’ efforts, he sug-
gests, have been mostly a “check box
exercise” to get back into the interna-
tional good books. “Mauritius has stra-
tegically positioned itself to do what it
needsto do,” says Mwanyumba, “to con-
tinue with thestatus quo”.

Even the international tax deal —
agreedlast year and backed by Mauritius

image

— that seeks to curtail low-tax jurisdic-
‘tions, is unlikely to affect substantially
Mauritius’ attractiveness, says Alexan-
der Ezenagu, an assistant professor spe-
cialising in international tax law, with a
focus on the developingworld, at Hamad
‘bin Khalifa University in Qatar.

“I think Mauritius will remain a tax
haven and will still be attractive,” he
says. The annual turnover thresholds at
‘which the global tax agreement starts
targeting businesses — from €750mn —
are too high to affect most businesses
operating in, or via, Mauritius, and so
will have “little impact”, he predicts.

Soyfoo agrees that the vast majority of
Dusinesses operating in Mauritius will
not be affected. Overall, he thinks that
— although “the Mauritian government
cannot afford torest on their laurels” —
the recent reforms will attract more
businesses to the island. “The fact is,
Mauritius is ajurisdiction of substance™

He reports that most of his clients
have remained, despite the loss of any
previous tax benefits, because of other
advantagesthe country offers.

These include a strong banking infra-
structure, currency flexibility, lack of
exchange controls and the island’s well-
educated population fluent in English
and French.

A decision by the intergovernmental
Financial Action Task Force (FATF) last
rear to remove Mauritius from its “grey
list” should also alleviate some concerns
about theisland’s reputation as a secre-
tive tax haven. “There have been a few
cases that have hit the headlines,” says
sithanen, now chair in Mauritius of
Sanne Group, a UK-listed asset manage-
ment company, “We sat down with
FATF and addressed the deficiencies.”
Financial services aside, officials
highlight the completion of infrastruc-
ture projects — notably a light railway
linking Port Louis with the inland town
of Curepipe — and the development of

$8,600

$12,500

Pre-pandemic Annual per capita
annual per caplta earnings after the
earnings pandemic had hit

niche high-value-added businesses in
‘medical devicesand pharmaceuticals.

In addition, they foresee the expan-
sion of education and the so-called blue
economy — sustainable use of ocean
resources from rare-earth mining to
tuna ing, Politicians, meanwhile,
say the country should do more to pro-
tectand sustainablyexploit its exclustve
economic zone ranging across 2.3mn
squarekilometres.

Indranarain Ramlall, associate eco-
nomics professor at the University of
‘Mauritius, argues that the island’s suc-
cess has been continually to reinvent
itself but, recently, it has failed to
embrace new industries such as IT and
robotics. “We badly need to develop
another sector,” he says. “Things are
changing fast, so we need to adapt in
ordertosurvive.”
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Tourism Authorities bank on swift recovery of an
industry vital to the economy, writes David Pilling

Hard hit
resorts flicker
back to life

n the main restaurant of the Trou
aux Biches Beachcomber hotel on
the northern tip of Mauritius,
guests are dining alfresco by the
Indian Ocean.

It is a balmy Sunday night in Febru-
ary, summer in the southern hemi-
sphere. The hotel — the island’s largest
five-star, set in manicured tropical gar-
dens and with a secluded beach — has
put on a Mauritian buffet for its 600
‘mainly Europeanguests.

There’s a whole roast pig, sundry
grilled meats, local fish and several
dishes representing the Indian, French,
African and Chinese influences on the
Mauritian palate.

Aman, sporting blue rubber gloves in
deference to Covid protocols, rolls fluffy
lentil pancakes and a woman is churn-
ing out hot chapattis to go with pea,
potato and lamb curries. A troupe of
female dancers in the wooden-decked
bar area perform the Sega, brought to
theislands by African slaves.

A fewmonths ago, none of this would
have been happening. For 18 months,
hotels were practically empty — cater-
ingonly to staycationers, returningresi-
dents subject to strict quarantine rules,
and the odd remote worker who had
wangled lockdown in paradise 1,800
‘miles off the coast of south-east Africa.

Atthe One&Only Le Saint Géran hotel
on the east coast, the 500 staff came in
onrotation to ensure that the 143 rooms
were maintained to their customary

rd, even in the absence of guests.

“Ahotel that’s not lived in needs a lot of
TLC,” observes Roman Goetsch, the
general manager.

only since October, when Mauritius
opened its borders after double-vacci-
nating nearly 80 per cent of its popula-
tion, has the island’s tourism industry
flickered back to life. “It is a candle at
the end of the tunnel,” says Jean-Louis
Pismont, chief operations officer of
Beachcomber Resorts & Hotels.

Weeks after Mauritius reopened,
Omicron’s appearance in South Africa
led toa temporary ban on travel to and
from southern Africa, including Mauri-
tius. That puta damper on the normally
peak Christmas and New Year season.
Russia’s invasion of Ukraine has since
disrupted the small but hicrative mar-
ket of eastern European tourists and,
with higher oil prices, pushed up the
likely cost of long-haul flights.

“We are in convalescence,” says Pis-
mont. The Beachcomber groupincludes
Trou aux Biches and properties such as
the Royal Palm, at Grand Baie in the
island’s north west.

still, he adds, the luxury end of the
market has sprung back to life faster
than expected. “Some people couldn’t
wait to get back,” he says. “The French
have returned en masse . ... but, for the
smallthree-star operators, it'stough.”

Government wage-support schemes

founded in1770 —inthe north-west dis-
trict of Pamplemousses, Stellio, a guide,
says: “For a small country like Mauri-
tius, the government helped alot.”

The authorities are banking on the
swift recovery of an industry that makes
up at least one-fifth of the economy.
This year, they are projecting Tmn tour-
ists, below the 1.4mn in 2019 but, if

Demand from Europe, the island’s
tourist mainstay — especially France,
the UK and Germany — has recovered
strongly, say officials.

Arvind Bundhun, director of the
island’s tourism promotion authority,
says visitors are spending more per day
than before Covid-19 —a trend accentu-
ated by the weaker rupee. They are also
staying longer, he adds, typically 14 days
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Bundhun hopes that, as health restric-

compared pre-p

Much depends on airline routes. A
resuscitated Afr Mauritius flies daily to
Paris, and three times a week to the UK. It

and cash injections i ators
kept the tourist industry on life support
during the pandemic. At the pleasantly
sleepy national Botanic Garden —

has daily h Africaand Réun-
ion, important markets, Emirates hasa
daily flight from Dubai, operating an Air-
bus A380-800 for about 600 passengers.

ther, will follow:
“Themost difficultpartis behind us”

At the One&Only Le Saint Géran, it
seems that way, according to Goetsch.
“Since reopening, it’s been extremely
positive, much more than any of us
could have hoped,” he says, noting that
oneguest had visited the hotel 44 years

ina row, a habit broken only by thelock-
down. “We literally had guests thanking
usforreapening”

Le Saint Géran is thekind of hotel that
offers helicopter transfers from the air-
port, in order to spare guests the one-
hour road trip. Itis located on a private
‘peninsula with views of both the crash-
ingoceananda tranquillagoon.

B
Streich target?: Opposition
politicians are sceptical about the
number of tourists the authorities
say are expected
Fupert Pesce

Aswell as the generally near-perfect
climate and beauty of the ocean, Groet-
sch attributes Mauritian tourism suc-
cess to the island’s hospitality. Bilingual
in English and French, Mauritian staff
are sosought after that cruise line oper-
ators hire local agencies to poach them
fromhotels.

Havingbeen ghostly for much of the
pandemic, Le Saint Géran appears
back to normal, save for mandatory
mask-wearing in public areas. The
sommelier is recommending wine
pairings for the cod with miso at the
Tapasake ocean-side fusion restau-
rant, the spa has resumed bookings for
an array of treatments, and the tennis
instructor puts guests through their
sweaty paces.

Groetsch says the only difference is
that peaple are not booking a year in
advance as they once routinely did.
“There’s a lot of pent-up demand for a
vacation,” he says. “But these days
nobodyreally plans ahead any more”

International counterparts.

FSC regulated activities:
FinT
apital M

Embracing Innovation
To keep pace with the evolving technologies. the FSC has put in place a modern regulatory framework for a spectrum of
Innovative financial products and services such as Peer-to-Peer Lending, Crowdfunding, Special Purpase Fund, Robotic
and Artificial Intelligence-enabled Advisory Services and Guidelines for the Issue of Green Bonds,
similarly, to foster a culture of innovation towards digital transformation, the FSC launched the FSC One Platform, a digital
tool to process online applications, thereby, enabling the FSC to dellver International financlal services through
cutting-edge technological solutions.

FINANCIAL SERVICES COMMISSION

oL

ADVERTISEMENT

FINANCIAL SERVICES COMMISSION MAURITIUS:
A dynamic, innovative and forward-looking regulator

The FSC is the integrated regulator in Mauritius for the
financial services sector (other than banking) and global business.

The FSC has, over the years, been a dynamic, Innavation-driven regulator which has been Instrumental In the establishment of
Mauritius as a jurisdiction of substance In the global landscape. Driven by Its vision to be an internationally recognised Financial
Supervisor committed to the sustained development of Mauritius as a sound and competitive Financial Services Centre, the FSC
has successfully responded to new challenges and Is now a ploneer among fts African regional peers.

International Cooperation

FSC Is member to International standard setting bodies and proactively aligns its policies and practices with international
best practices and standards with organlsations such as: Internatianal Organization for Securities Commissions (IOSCO):
International Assoclation of Insurance Supervisors (JAIS), and International Organisation of Pension Supervisors (IOPS)
amongst others; and s also signatory to a number of Memoranda of Understanding with key regulatory local, regional, and

Global Business Entities
over 18,200

Chairpersor

Investment Funds:

over 1,000

# With a proven tracksecord, the Maurltius International Financial Centre is a hub par
excellence to conduct international business. The jurisdiction Is underpinned by a rebust
financial system, sound regulation and an efficient and competitive ecesystem of global
business services, structures and sclution offesings. Mauritius has, furthermore, bullt, over time,
a cuiture of compliance, bringing confidence in the Mauritian jurisdiction by providing
anhanced security and predictability o International investors and businesses. The Mauritius
International Financial Centre is set to play a premier role In mobilising Intemational
investments and support the transformation of business, infrastructure, services and financial
markets across Africa,

The recent enactment of the Virtual Asset and Initial Token Offering Services (VAITOS) Act 2021
s yet another milestone which will bring new Impetus and create wider opportunities for
business promoters and investors with virtual asset (ncluding crypto) businesses in Mauriiue

Mr Mardayah Kona Yerukunondu

n of the FSC Mauritius

“ The FSC has stayed ahead of the curve and has introduced a range of regulations to cater
for innovative activities and add to the diversity, depth and competitiveness of the Mauritian
jurisdiction whilst upholding its imtagrity.

In this endeavour, we will pursue in our commitment to establishing strong and effective
cooperation with our peer regulators as well as regional and international counterparts in view
of enhancing the position of Mauritius as a fully collaborative financial centre.?

Mr Dhanesswurnath Thakoor

Cnlef Executive of the FSC Mauritius

www.fscmaur
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itius.org

Financial
Services
Commission
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Wakashio oil spill highlights fragile ecology

Environment Expert opinion says accident shows need to manage island’s resources for both economic return and sustainability, writes David Pilling

1 August2020, thousands of people

— some estimates went as high as

100,000 — marched through the

streets of Port Louis, the Mauritian

capital. It was a remarkable turnout
foran island with a population of less
than 1.3mn.

One of many placards carried by pro-
testers read: “T've seen better cabinets at
Tkea.” But the crowds had not turned out
for a narrowly political cause. Animat-
ingthem were matters ecological.

A month before, on the afternoon of
July 25, the MV Wakashio, a Japanese-
owned, Panama-flagged bulk carrier,
had runaground ona coral reefabouta
mileoffshore.

A little under a fortnight later, the
ship, which had 3,900 tonnes of fuel oil
on board, began to leak its contents into
the ocean. Although the authorities had
siphoned off some of the oil, approxi-
‘mately1,000 tonnes spread along 15km
ofwhat is an internationally recognised
biodiversityhotspot.

Mauritian waters contain 1,700 spe-
cies, including 786 kinds of fish, 17 of
marine mammals and two of turtles,
according to the Convention on Biodi-
versity Diversity.

Gangs of volunteers quickly mobi-
lised. They made improvised booms to
protect the coastline, using materials
including sugar cane leaves, empty bot-
tles, and even human hair. wildlife
threatened by the spill included an
endangered pink pigeon, endemic o the
island, and dolphins, some of which
washed up on the coastline in subse-
quentdays.

Although much of the oil was kept
away from the shore, it still blackened
beaches, coated rocks and damaged
lagoons, rare sea grasses and man-
groves. Fish in the affected area were
found with high levels of arsenic, which
prevented local fishermen from selling
their catch. Two weeks after the initial
accident, the government declared a
national emergency.

The incident highlighted something
essential about Mauritius: its delicate
ecosystem is central to its wellbeing.
Nearly 40 per cent of plants and 80 per
cent of non-marine birds and reptiles

Clean up: about
1,000 tonnes of
oil spread along
the south-east

ey mages

are endemic. But only 2 per cent of the
island, vast tracts of which were turned
over to sugar production in the 19th cen-
tury, is native forest. And its wetlands
are under pressure from tourism.

“The cultural identity of Mauritians s
strongly tied to the sea,” wrote Khalil
Cassimally, a prominent environmental
campaigner, at the time of the Wakashio
oil spill, “we are taught early in schaol
that Mauritius is born of the sea —a
powerful volcano erupted millions of
Years ago creating a small island in a
vastexpanseofblue.”

Climate change also threatens Mauri-
tiusin various ways, thoughits own car-

‘The ris-

h saysit did allit could

ingocean has reduced some beach areas
and sand bags have beenplaced on afew
stretches tocombat coastal erosion.

Acidification threatens the coral reef
that surrounds the island and changing
weather patterns may bring fiercer and
more frequent cyclones, Overfishing,
often by foreign fleets supposedly Lim-
ited to line fishing — but sometimes
equipped with vast dragnets — has
depleted fish stocks.

“There is a growing consciousness
about the needs of environment,” com-
ments Sheila Bunwaree, an academic
and campaigner.

it
to minimise the damage from the oil
spill. “It was very well managed and we
have to thank other states who helped
us with the clean-up,” says Arvind
Bundhun, director of the tourism pro-
motion authority — referring to teams
fromFrance, Japan, the UK and the UN,
amongothers,

“Today, there’s absolutely no trace of
the spill any more,” he says, adding that
the accident occurred in the south-east
ofthe island, well away from most of the
bigtouristresorts.

Chris Reddy, a senior scientist at the
‘Woods Hole O i ituti

‘Weare
taught early
in school
that
Mauritius

is born of
the sea’
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Massachusetts, says his analysis sug-
gests the spillage from the Wakashio
was low-sulphur fuel oil, meaning it
probably dissipated quickly. “It was a
relatively smallamount of oil,” he says,
suggesting that the long-term impact
could be limited.

Demonstrators in Port Louis suspect
otherwise, though. They accuse the gov-
ernmentof ditheringin its responseand
ofbeing less than transparent about the
extent ofthe damage.

“Thiswas the biggest ecological disas-
terin our history;” says Ameenah Gurib-
Fakim, a biodiversil rtand former
president of Mauritius. “We still do not
know the impact on our marine flora
and fauna,” she says. “There’s never
beena proper scientificsurvey.”

Gurib-Fakim says the island's radar
system was found wanting. Even in
recent months, other ships have gone
aground in stormy weather, she says,
suggesting the Wakashio may not have
beenafreakincident.

The accident has highlighted the need
to manage the island’s resources for
both economic return and sustainabil-
ity, says Ravin Dajee, ing director
of Absa Bank, Mauritius. “Wakashio
wasa great blow to us. There hasbeena
lot of learning around this, especially in
termsof crisis management.”

Tllustrating the point, he draws atten-
tion to Mauritius’ exclusive economic
zone of 2.5mn square km — the vast
ocean part of which is viewed by the
island as crucial toits further economic
development. “We need the right bal-
ance between developing the country
and an environmental strategy that
‘makessense,” Dajeesays.

“How do we protect our patrimony?
Given that tourism is a big part of our
economy, we need to dowhat it takes to
protect our environment and the whole
ecosystem to malke sure that it is sus-
tainable,” he argues.

As for the much-heralded Mauritian
blue economy — a concept that spans
anything from deep-seaminingand sus-
tainable fishing to tourism and selling
blue conservation bonds — Dajee says:
“Ihope we get our act together soon to
make it areal pillar of the economy.”

Chagos islanders push to
heal history’s wounds

Sovereignty

UK’s Cold War cession of
Diego Garcia to US remains
source of anguish and pain,
reports Joseph Cotterill

In February, an official voyage —
ostensibly a scientific mission to exam-
ine seabed ion — allowed

‘Windrush scandal or even refugees flee-
ing Ukraine, much controversy still cen-
S h

Chagossians to set foot on the islands
without UK supervision for the first

time since exile.
“It was a very emotional moment,”
livier Bancoult, chair of a Chagos

Rosy Leveque’s grandmother wasabout
to getthe boat home after giving birth in
Mauritius in 1969 when she was told
that Diego Garcia, the Indian Ocean
island where she lived, had been given
to the US military. She would never be
allowed toreturn.

This is just one story among many of
the exile that, over half a century ago,
the UK forced on the inhabitants of
Diego Garcia and other islands in the
Chagos Archipelago.

The British government split the ter-
ritory from Mauritius — the former UK
colony hundreds of miles to the south-
west — to make way fora Usbase ona
long-term lease.

“She was stuck in Mauritius with a
newborn, and nowhere to go,” says Lev-
eque, of her grandmother. Rosy’s own
upbringing in poor Mauritian neigh-
bourhoods reflected the difficulty that
[al ians have had i ing into

refugee group and who was on the voy-
age. He and his parents were removed
from the islands in1972.

For some Chagossians, such asser-
tions of Mauritian sovereignty contrast
with the years of failure — amid expres-
sions of regret from British govern-
ments — to secure their return to the
islands. “They will always say they have
deep regret,” Bancoult comments, add-
ing: “but what did they do to improve
ourconditionofliving?”

Other Chagossians tend to view the
Februarytripas a publicity stunt for the
Mauritian claim. It does little to clarify
the British citizenship status of second
and later generation Chagossians in
Mauritius whowant tolive in the UK.

Leveque came to the UK after her
mother sought citizenshipundera 2002
British law that opened the door to first-

Brought up In poor

Mauritian society.
And the status of the Chagos islands,

long contested between the UK and

Mauritius, is in flux like never before.

Mauritius is now making assertions of
sovereignty and even demanding that
Google change its maps and mark the
islands as Mauritian.

But Chagossians want to know how
Mauritius envisages resettlement of the
islands. They are also still fightingin the
UK for British citizenship rights denied
tothemby theirexile.

“We don’t believe that Mauritius has
the best interests of Chagossians at
heart,” Leveque says. “This is about self-
determination.”

Rosy Leveque
(plctured) had
difficulties
Infegrating

generation children of the Chagos
islanders, if they were born between
1969 and 1982.

But many Chagossians, who left Mau-
ritius to rejoin family members in the
UK, lost rights to citizenship that they
would have had if their grandparents
had been allowed to remain on the
Chagosasa British territory.

The path ahead for them is hardly
simplified by recent British politics.
‘Whether it be the Brexit debate, the

e
UK —and with whatrights.

“fter fifty years, all we'reasking foris
tomalke these few hundred, potentially
low thousands, children, British citi-
Zens,” Levequesays.

But, at the same time, it was impor-
tant for Chagossians to join the Mauri-
tian voyage to the islands to assert their
heritage, argues Bancoult. It shows
clearly that there was life there, he says.
“Peopleneed to know that”

As well as resettlement plans for the
Chagos islands, questions loom about
how the territory would be governed
under Mauritian sovereignty — and
about the geopolitics and military base
usage, which were the oot causesof the
exilehalfa centuryago.

As part of its overtures to the US to
drop support for UK sovereignty, the
Mauritian government has indicated
that, if it did take over running the
Chagos, it would renew the Diego Garcia
lease, setto expirein2036.

Chagossians “have never asked for
closure of the US base,” Bancoult says.
“We have asked for cohabitation.”
When it comes fo the future structure of
island government, he is resolute:
“Nothing is to be decided without the
commitment of Chagossians.”

Yet reservations about what their
position would be under Mauritian sov-
ereignty remain among many members
of the Chagossian diaspora.

Some point to last year’s amendment
to the criminal code of Mauritius to pro-
hibit speaking against ts claims of terri-
tortal sovereignty.

For Leveque and others, the risk of
resulting penalties casts a shadow over
the prospect of returning to Mauritius.
“Idon’t think we're safe,” she says. “I
have so many cousins in Mauritius . . . T
haven't seen my family [there] in nearly
10 years”
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