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MESSAGE BY HONOURABLE MINISTER

Honourable Soomilduth Bholah

Minister of Industrial Development, SMEs and Cooperatives

I am immensely pleased to launch the Industrial Policy
and Strategic Plan(2020-2025), which comes atahighly
opportune time, particularly when the manufacturing
sector is celebrating its fiftieth anniversary this year.
Over this journey, the manufacturing sector has been
the main engine of economic growth as evidenced by
its substantial contribution to Gross Value Addition,
total employment and foreign exchange earnings.
During the past year, it accounted for 12.5% to
Gross Value Addition and 17% to total employment.
Nonetheless, it is widely recognised that today the
manufacturing sector is standing at a critical juncture
and a set of novel industrial policies and strategies
is warranted to ensure that the sector sustains its
momentum and increase its resilience amidst the
backdrop of emerging and unpredicted challenges
associated also with the outbreak of Covid -19.

Indeed, the manufacturing sector has undergone
severalsuccessive phases of structural transformation
owing to the various industrial policies adopted by
the country in the past. It started in the sixties with
an import-substitution policy followed later by an
export-led strategy. The competitiveness of our
manufacturing sector was centered mainly around
trade preferences and the availability of low-cost
labour. However, we are currently at the dawn of a
new era which hinges on new imperatives such as
the use of intelligent and lean production systems
embedding digitalisation, eco-friendly and fair-trade
practices, product quality, branding, research and
development and innovation, supplemented by a
versatile and high-skilled labour force.

No doubt, the sustainability of the manufacturing
sector rests on these predominant factors which are
now dictating the very competitiveness and survival
of our enterprises.

The Industrial Policy and Strategic Plan (2020-2025),
which has been elaborated with the assistance of the
United Nations Conference on Trade & Development
(UNCTAD) proposes a policy framework that should
be implemented to bring about transformational
changes for a globally competitive and sustainable
manufacturing sector. It focuses on the creation of a
solid industrial foundation based on the availability
of a technically qualified labour force to service the
manufacturing base and an enhancement in our
soft and hard infrastructure. The policy framework
also supports the drive to diversify our products and
production processes with the adoption of high-end
technology, promotes local production, and provides
a lead on how to boost regional and global exports.
The new Industrial Policy and Strategic Plan comprises
different policies that will have to be implemented in
the coming years. We have to ensure that a paradigm
shift towards elevated growth rates takes place.

| would like to emphasise that the preparation of this
Strategic Plan has benefitted from the collaborative
efforts of key Ministries as well as various public
and private sector organisations. It is, undoubtedly,
a shining example of cooperation between the
Government and its partners. It endorses my belief
that together we can make a difference and achieve
more. | am confident that this privileged relationship
will prevail during the implementation phase of the
proposed strategies in the Report and will yield
concrete results.

I am thankful to UNCTAD for its continued assistance
in the future Monitoring and Evaluation exercise which
would ensure that we are treading on the right path
for a re-dynamised and vibrant manufacturing sector
contributing towards enhanced economic prosperity.

Ministry of Industrial Development, SMEs and Cooperatives (Industrial Development Division) & UNCTAD e
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MESSAGE FROM UNCTAD

Richard Kozul-Wright
Director of UNCTAD's

Globalization and Development Strategies Division

Virtually all of today's industrial economies have completed
their journey from widespread rural poverty to post-industrial
wealth employing, all along their development trajectory,
policies designed to shift the production structure towards
new types of activities and sectors with progressively higher
productivity, better paid jobs and a greater upgrading potential.
Such policies are conventionally called industrial policies.

Market forces left alone cannot drive the process of structural
transformation and sustain economic growth; rather, they
risk specialisation in low-productivity and
adding economic activities. This is all the more-true in the
current economic context of (hyper) globalisation, where
a combination of footloose capital, new technologies and
unregulated markets are generating unprecedented levels of
concentration at the global level, while developing economies
with limited productive capacities run the risk of remaining
trapped in, and competing for, activities at the bottom of
value chains, which ultimately result in “thin industrialisation”,
and in some cases premature deindustrialisation, and slow
economic growth. In such an interdependent but uneven
world economy where earlier industrialisers have already
accumulated a significant stock of capital and capabilities (at
the human, firm and social levels) that give their producers
significant cost and productivity advantages in both domestic
and international markets, industrial policies with a medium-
and long term horizon aimed at closing these multiple gaps
are more important than ever.

low-value-

The Covid-19 has amplified these disparities and dramatically
exposed the fragility of many developing economies.
Unsustainable levels of debt are one immediate source of
fragility. Reshoring, which might widen even more the cross-
country distribution of income, is likely to be accelerated by
Covid-19, as it allows for more flexible adjustment to changing
demand, mitigating firms' risks in the event of a pandemic or
other shock. Furthermore, supply chain and travel disruptions
caused by Covid-19 might undermine economic integration
and encourage more self-sufficient production systems, at
least in strategic sectors such as medical equipment and
drugs, orthe production of inputs forassembling sophisticated
machines, the final production of which still occurs in high-
wage countries.

In such a difficult historical juncture, Mauritius finds itself at
a critical crossroad. The country represents one of the most
successful experiences on the African continent; its growth
has been spectacular, averaging five per cent over the last
four decades. Mauritius also managed to diversify away
from sugar cane production and has transformed itself from
a predominantly low-income mono-crop economy to an
upper middle-income/ high income economy with growing
manufacturing, agroindustry, financial, ICT and tourism
sectors.

However, the country is still facing important challenges.
Preferential access erosion and heightened international
competition are leading to a progressive loss of
competitiveness in its manufacturing sector whose share of
GDP almost halved since the turn of the millennium. Traditional
markets such as those in Europe and the United States
remain overwhelmingly important while trade and transport
costs and limited connectivity create barriers for Mauritius-
based manufacturing firms to supply regional markets in a
cost-effective way and deficiency in technological uptake,
particularly among small and medium-sized enterprises,
impinges on the ability to manufacture precision-driven and
high-end products. These difficulties are inevitably slowing-
down the transition towards an innovation-driven economy
and put at risk the potential benefits of the new information
and communication technologies (ICTs) which are defining
the fourth industrial revolution and entirely reshaping the
organisation of production in several sectors.

In this context, adopting a set of policy measures tailored to
localconditions and capabilitiesis more important (and urgent)
than ever. This is why the United Nations Conference on Trade
and Development, in the framework of its quinquennial policy
support activity in Southern Africa, has partnered with the
Government of Mauritius in its effort to renew the toolset at its
disposal to revitalise industrial development and economic
growth. Now that the tools are there and the foundations for
the next quinquennium have been laid down, implementation
is the next challenge ahead.

Ministry of Industrial Development, SMEs and Cooperatives (Industrial Development Division) & UNCTAD a
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FOREWORD

Mrs Bibi Fatwma Abdool Raman Ahmed

Permanent Secretary

The formulation of this Industrial Policy
and Strategic Plan (2020-2025) has been
realised with the financial and technical
assistance of the United Nations Conference
on Trade and Development (UNCTAD).
The Ministry would like to express its
appreciation to Mr. Piergiuseppe Fortunato
of UNCTAD, the Project Leader, for his
expert guidance and coordination efforts in
the successful concretisation of this Report.
We are particularly grateful to Professor
Justin Barnes, the International Consultant,
for having charted out clear strategic
orientations
sustained industrial development in the
country over the next five years.

and directions to ensure

The Ministry would also like to place on
record the well-esteemed collaboration
of the Core Team Members, comprising
representatives of relevant public and
private sector institutions, namely, the SME
and Cooperatives Divisions, the Economic
Development Board, the Mauritius Export
Association, Business Mauritius, the Mauritius
Chamber of Commerce and Industry and
the Association of Mauritian Manufacturers,
which provided valuable insights all along
the preparation and validation of the
Industrial Policy and Strategic Plan.

We are also indebted to the representatives
public and private
organisations, enterprises and Captains
of Industry who have taken time out of
their busy schedules to share with us their
perspectives, philosophies and ideals for a
revamped manufacturing base and for the
finalisation of the Action Plans.

of various sector

The elaboration of this document would
have been a near impossible feat without
the commitment and support displayed by
diligent staff members of the Ministry and
whom | wish to acknowledge personally,
namely, Mr. A. Paul (Director of Industry), Dr.
R. Domun (Principal Analyst), Mrs. K. Manna
(Senior Analyst), Mrs. Z. Mandarun (Ag. Senior
Analyst) and Mr. A. Seedoyal (Analyst).

Last, but not the least, our profound
appreciation is conveyed to the Honourable
Soomilduth Bholah, Minister of Industrial
Development, SMEs and Cooperatives for
his exceptional dedication to support the
cause of industrial development and for
his continuous collaboration which has
been instrumental in the preparation of this
Report.
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EXECUTIVE
SUMMARY

This Industrial Policy and Strategic Plan contains a wide range of recommendations to support the continued growth and
development of Mauritius' industrial capacity and capabilities. These recommendations are intended to support the realisation
of Mauritius' bold national 2030 vision, which is the achievement of high-income status, supported by a highly productive
manufacturing sector contributing a quarter of the country's GDP. Stemming from a comprehensive stakeholder consultation
process, and independent analysis of Mauritian manufacturing capabilities, the working vision and associated set of objectives
that have been defined for the Mauritian manufacturing sector through to 2030 are presented in Table 1.

Table 1: Summary of industrial policy vision and associated objectives to 2030

Vision

Objectives to 2030

technology upgrading, productivity gains and high skilled employment.

A globally competitive and sustainable industrial sector that contributes
to higher economic growth for Mauritius through continuous innovation,

1.  Increase manufacturing GVA from $1.6 billion in 2018 to $3.6
billion

2. Manufacturing to grow at a CAGR of 6.79% (from 2018 to 2030) to
ensure it contributes 25% of GDP

3. Improve sector productivity by an annual 3.87% to sustain the
economy’s structural transformation in the high-income status

4.  Increase manufacturing employment from 103,411 in 2018 to
146,122

Achieving the vision and its associated objectives will require
a bold institutional approach to Mauritius' industrial policy
development and deployment. The primary recommendation
that takes precedence over the balance of recommendations
made, is, therefore, the establishment of an Industrial Policy
Executive Oversight Committee that reports to the Ministry of
Industrial Development, SMEs and Cooperatives, and that is
responsible for monitoring and evaluating the realisation of
the strategy over its lifespan.

The 22 recommendations made are summarised in Table 2,
which also groups recommendations as either coordination,
infrastructure or instances,
a specific is both coordination and
infrastructure based. This occurs where a recommendation
requires an investigation before appropriate infrastructure
established.
recommendations do not have indicative budgets, with the

incentive based. In certain

recommendation

can be Infrastructure and coordination
expectation that they are covered under an existing budget
that may need to be amended or revised to accommodate the

proposed interventions.

The objectives articulated in Table 1 should be the guiding
framework when analysing the impact of the various
recommendations. Where the recommended infrastructure,
coordination and incentives are clearly
delivering on the growth rates required and represent
demonstrated value to both the government and private
sector they should potentially be expanded; and where
they are falling short, it is essential that they are reviewed,
and either remedied or replaced. As comprehensively
documented in this report, Mauritius is at a structural
crossroads. If manufacturing and the broader industrial sector
are central to the national project of sustaining high income
status by 2030, an innovative, well resourced, and carefully
monitored industrial policy is required.

interventions,

Ministry of Industrial Development, SMEs and Cooperatives (Industrial Development Division) & UNCTAD @
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Table 2: Summary of Industrial Policy recommendations

absorption

link these opportunities to established upgrading incentives

Focus area Recommendation Type Budget impact
1. | Establish a manufacturing sector skills development roadmap Coordination Funding for roadmap
Develop an expatriate permit expediting process allowing firms L . -
2. P P . P P .g P & Coordination Resourcing of expediting process
to respond to rapid market demand shifts
Develop a labour market flexibility framework that enhances the L None. Stakeholder engagement
3. - . . . . Coordination
ability of manufacturers to adjust their capacity to market shifts process
4 Develop domestic accreditation capabilities for domestic and Coordination; Funding of accreditation
Industry " | international market supply and ensure associated enforcement | infrastructure capacity
Foundations Develop a digital roadmap for priority manufacturing sub-sectors )
o L . . o Funding for roadmap; and
5. | and ensure digital infrastructure is in place for evolving business | Coordination )
infrastructure gaps
models
. Review the standard of industrial estates; and advance standards | Coordination; Resources for upgrading
" | to those of leading industrial estates globally infrastructure industrial estates
Review port operations and align costs and performance L None. Engagement process with
7. . . . . ) Coordination
standards with leading merchandise ports internationally port
8. | Establish a Manufacturing Upgrading Fund (MUF) Incentive Rs 1.9 billion over 5 years
Upgrading of Value . o . Rs 4.4 billion to 2025;
Pe g 9. | Establish a Modernisation Investment Support Fund (MISF) Incentive -
Chains Rs 9.6 billion to 2030
10. | Establish a Technology Innovation Incentive (TlI) Incentive Lost income tax
Initiate a domestic market certification process for food . P
. ) L Resourcing of certification
11. | processing and FMCG products that encourages sustainable local | Coordination capacit
i
production pacity
b Mauritian Competition Authority to monitor supermarket chain Coordination None. Stakeholder engagement
" | purchases; and respond to monopsonic trade practices process
. 13 Government to engage with supermarkets on supporting local Coordination Stakeholder engagement; Made
Increased domestic " | production, and the private sector’s Made in Moris label in Moris label support
market supply A ) . . ot
Government to investigate local procurement designation of N None. Government coordination
14. Coordination
selected locally manufactured products only
Review Mauritius’ M&E of PTAs, and establish remediation L Resourcing of PTA M&E &
15. L - Coordination o
processes that protect local manufacturers during investigations remediation process
Explore potential domestic manufacturing servicification models, N Potentially substantial - but
16. . Coordination .
and develop market regulations that advantage these models exploration dependent
17 Explore the establishment of cost-effective warehousing and Coordination, Resourcing of selected
" | direct freight linkages to targeted African markets infrastructure warehousing
Government to explore the provision of discounted export credit . .
. o o Resourcing of credit guarantee
18. | guarantees to support risky market search activities in SSA Coordination .
discounts
markets
. Target the development of regional value chains for selected . .
Regional & global export . . . . . L Resourcing of regional
19. | manufacturing sub-sectors, including clothing and textiles, food | Coordination
growth . S . engagements
processing, medical instruments, and jewellery.
Negotiate continued market access advantages into the EU, US, L
20. ) Coordination None
and extend to Australasia
Explore the establishment of cost-effective warehousing in o ;
] . Coordination, Resourcing of selected
21. | key developed economy markets to aid SME supply into these . .
infrastructure warehousing
markets
Establish a formal institutional process to explore Mauritian and
Advanced technology . ) . I . . .
22. | regional cyber-physical platform development opportunities; and | Coordination None. Link to incentives
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INTRODUCTION

Mauritius is a paragon of success within the Indian Ocean
Africa broadly.
Notwithstanding severe resource limitations and locational
disadvantages, the country has experienced consistent
economic growth since independence. This positive trajectory
has been maintained, at least until the advent of the Covid-19
pandemic. Mauritius' per capita Gross National Income (GNI)
of US$12,050 in 2018 was 133% higher than it was in 2004
(World Bank, 2019), positioning the country as one of the
wealthiest within the African Union. This significant income
growth has been accompanied by major social gains, inclusive
of infrastructure improvements, the provision of generous
welfare benefits, and the establishment of a comprehensive
and free education system. Mauritius is consequently widely
acknowledged as being the most stable and democratic
country within the African Union™.

Commission and Sub-Saharan more

While Mauritius' development successes should be lauded, its
manufacturing sector has struggled over the last decade. This
is evident in respect of Mauritian manufacturing value addition,
trade performance, employment, investment, and productivity
trends. The data, which is unpacked in more detail in Appendix
A, is broadly suggestive of stasis. Mauritian manufacturing
sector Gross Value Added (GVA) in has remained range bound
between US$ 1.5 billion and US$ 1.8 billion since 2008, with
2018 levels firmly within this range at US$1.65 billion. This
should be of major concern to all Mauritian stakeholders as
manufacturing has historically been the “engine room" of
Mauritius' economic growth and social development.

Recent economic growth in Mauritius has been driven by the
growth of the financial and retail sectors, as well as government
expenditure and broader domestic market consumption. This
is widely recognised in recent government commissioned
reports. While these are not in and of themselves negative
developments, it is questionable whether these sectors have
the potential to continue driving Mauritius' socio-economic
development, especially when considering its National Vision
for 2030, which includes a range of noble social and economic
objectives, including a strong economy; open country; coherent
social policies, and inclusion; a safer living environment for all
and a higher quality of life; and sustainable development. Core
to the National Vision for 2030 is achieving high income status.
To do this Mauritius needs to sustain a compounded annual
per capita income growth rate of 3.87% per annum for the
period 2018 to 2030 - thereby achieving a GNI per capita of
US$19,000.

1 Thisisevidentin respect of various global rankings, including the World Bank’s
Doing Business ranking (2019), the Global Competitiveness Index (2018-2019), the
Mo Ibrahim Index of African Governance (2018), the Fraser Institute’s 2018 Economic
Freedom ranking, Forbes’ 2019 Survey of Best Countries for Business, and the
Economist Intelligence Unit’s Democracy Index (2017). For each of these, Mauritius is
ranked 1% in Africa.

\¥hether Mauritius can achieve these objectives and this
ambitious per capita income level without a revitalised
manufacturing (and broader industrial) sector is questionable.
Evidence from UNIDO's 2013 Industrial Development Report is
instructive in this regard. As highlighted in the UNIDO report,
manufacturing is not only key to value and employment
creation within economies, it is also the primary driver
of productivity growth across economies with per capita
incomes below US$15,000. It is only at high incomes of above
US$17,000 that services, non-manufacturing industry, and
manufacturing productivity converge. This emphasises the
primacy of manufacturing to productivity growth (UNIDO, 2013:
6), which is the major challenge facing most middle-income
economies, including Mauritius.

Given its objective, this report comprises six chapters.
explains the methodology used for the project,
including an overview of the stakeholder engagement
process completed as part of the two missions.
summarises the present position of the Mauritian
manufacturing, and broader industrial, sector. This section
is based on both primary and secondaryresearch, including
findings from the extensive stakeholder engagements.
articulates the key strategic lens through
which the 2025 industrial policy and action plan has been
developed. Based on the Section 2 findings, it emphasises
the key inhibitors and opportunities likely to frame the
sector’'s development potential.
encompasses the policy
recommendations that have been identified to guide the
development of Mauritius' manufacturing, and broader
industrial, sector to 2025 (and beyond). This section

industrial

represents the report’'s core value, and comprises five sub-
sections, each focusing on a critical Mauritian industrial
policy dimension.
complements the main industrial policy

framework by completing a set of Diagnoses and
Strategies for key manufacturing sub-sector

summarises the recommendations made and
concludes the report.

The report also contains five important appendices. Rather than
overly complicating the main sections, additional supporting
tables and figures are located within the appendices. Appendix
A details the recent performance of the manufacturing and
broader industrial sector in Mauritius; Appendix B unpacks the
wide swathe of regional trade opportunities identified, and
Appendix C reflects on Mauritius' existing suite of incentives
for the industrial sector. Appendix D provides details of the
sector-specific action plans that emerge from the broader
industrial policy recommendations made.
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1. METHODOLOGY

1.1. PROJECT FRAMEWORK
The industrial policy development process comprised two
field missions to Mauritius, as well as extensive data analysis,
and the completion of a comprehensive literature review. The
project was initiated in November 2019 and will be finalised
later in 2020 once stakeholders have had the opportunity to
engage with this draft report.

The stakeholder engagement process has been adjusted to
accommodate the structures of the Covid-19 pandemic, and
this is likely to continue through to the completion of the
project. The two field trips to Mauritius were completed over
the periods 1 to 4 December 2019 and 23 February to 4 March
2020. The individual stakeholder meetings and firm level visits
that were completed over the course of these two missions
are presented in Table 3 below (Full list at Appendix E).

Table 3: List of interviewed stakeholders and firms

Mopirove Ltd

Stakeholder Organisation Representative Position

Olivier Maujean GM Operations

Archemics Ltd Yannick Doger De Speville Business Development
Jean Marc Juhel GM Distribution

Aremo Ltd Philip Gotze Director

Chamarel Herbert Couacaud Director
André Espitalier Noél MD

Moroil (Mauritius Oil Refineries Ltd) Ravish Musruck Process Manager
Rehaz Sayed Hassen Finance Manager

Natee Medical Stefan LeFevre coo
Yoel Attias CFO

FMM (Ferme Marine De Mahebourg) Pierre-Yves Semaesse CAO

Firms Abhishek Cheekhooree Operations Director

Sunjay M. Cheekhooree

Chairman & MD

Banker Shoes

Perumal Sinnappan

Director

Ferney Spinning Mills

Mohammad Reshad Moosun

Operations Manager

Khalid Hansrod

Marketing Executive

T&T International Foods

lan Fook

Director

Oxenham

Sylvan Oxenham

CFO

Plaspak Group

Mounesh Mareachealee

Executive Chairman

Plastic Industry Ltd

Eric Corson

MD

Princes Tuna

Abdulla Doomun

Managing Director

Public sector
agencies

RT Knits Kendall Tang CEO

Vygon Georges Wong Plant Manager
MOFEPD Mrs. P. Rojoa Lead Analyst
SME Division Mr. D. Conhye DPS

Cooperatives Division

Mrs S. Vencatachellum

Cooperative Development Officer

SME Mauritius Mr. R. Rampersad CEO
Landscope Mauritius N. Hanoomanjee CEO
Investment Support Programme Suryadev Beedasy Ccoo
MITD Pradeep Kumar Joosery Director

Economic Development Board

Geerish Bucktowonsing

Head: Manufacturing

Sanroy Seechurn

Manager

Randhir Guirdharry

Senior Professional

MSB Mr. M.Yousouf Foondun Deputy Director

MRIC Mrs P. Veer- Ramjeawon Research Coordinator

HRDC Mrs. Tehjal Vaghjee- Rajiah Senior Research and Development Officer
Dev Appalswam Director

NPCC " /

Hemlata Ramsohok

Lead Research & Knowledge Management

Private sector
agencies

Business Mauritius Daden Venkatasawmy Head: Collaborative Economic Development
MEXA Mrs. L. Rajmun-Joosery Director
Anjana Khemraz-Chikhuri Deputy Registrar of MARC
Hed Sylvan Oxenham President
AMM Bruno Dubarry CEO
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1.2. MAURITIUS’ INDUSTRIAL LANDSCAPE
Before presenting the study findings, it is important to first lay out the Mauritian industrial landscape, which has been shaped by
50 years of industrialisation. According to Statistics Mauritius (Digest of Industrial Statistics, 2018), the Industrial Sector comprises
industrial activities falling within divisions 05 to 39 of the National Standard Industrial Classification (NSIC) Rev.2. This is based
on the UN International Standard Industrial Classification (ISIC) Rev.4 of all Economic Activities. The sections and divisions of the
Mauritian industrial sector are summarised in Table 4.

Table 4: Definition of the industrial (and manufacturing) sector in Mauritius

Section Division Description
B 05-09 Mining and quarrying
C 10-33 Manufacturing
D 35 Electricity, gas, steam, and air conditioning supply
Water supply; sewerage, waste management and remediation
E 36-39 R
activities

Based on the above definition, the structure of the Manufacturing sector in Mauritius has traditionally included Export-Oriented
Enterprises (EOEs), which were formerly firms within defined Export Processing Zones (EPZs), Domestic Oriented Enterprises
(DOEs), and Small and Medium Enterprises (SMEs), but excluding sugar milling.

Per the categorisation presented in Table 4, the Mauritian manufacturing sector comprised 810 large establishments (employing
more than 10 persons each) and around 13,000 small establishments (employing less than 10 persons each) at the end of
December 2019. This distinction of large and small firms is not aligned with any standard international categorisation. As an
example, the European Union only considers firms to be large when they have more than 250 employees.

1.2.1. Export Oriented Enterprises
The Export Oriented Enterprises (EOE) sub-sector had 239 enterprises (both large and small) at the end of December 2019. EOEs
produce a relatively narrow range of products, with clothing and textiles accounting for about 65% of total exports, followed by
fish and fish preparations (20%) and jewellery and processed diamonds (6%). The sector has experienced limited diversification
over the past decade, including the production of medical devices and high precision engineering plastic products.

The EOE sector is no longer regulated by the EPZ Act, which has been repealed. No EPZ certificates are consequently being
granted to any enterprise involved in export activities. Though the EPZ legal regime has been repealed some terms are still used
to distinguish exporting companies from non-exporting ones. The most notable difference relates to remuneration provisions
and the extension of incentives for the recruitment of expatriates for EOEs relative to non-EOEs.

A unit of Statistics Mauritius, posted at the Ministry of Industrial Development, SMEs and Cooperatives, maintains a list of EOEs
and publishes on a quarterly basis a document specific to EOEs. However, no new entries are being registered, as is evident from
recent records.

This is an institutional issue that will need to be resolved, as highlighted in the recommendations section of the report.

1.2.2. Domestic Oriented Enterprises

Domestic Oriented Enterprises (DOEs) comprise 360 large establishments and produce a more diversified range of products
than EOEs, with 11 major product groups represented. DOEs account for 8.3% of GDP and employ 19,837 persons. This category of
firms essentially caters for the local market with some exports destined for regional markets. The sub-sector faces the challenge
of trade liberalisation within SADC and COMESA, as well as domestic tariff reforms undertaken since 2005. Over the past few
years, the sub-sector appears to have exhibited more dynamism than the EOE sector. However, figures on DOEs are published
annually and there is no proper monitoring exercise, as is done on a quarterly basis for the EOEs. There is also no authority which
registers such organisations and provides them the status of a DOE. This is another institutional weakness.

2 Data for 2019 and 2020 presented in this sub-section has been provided by the Ministry of Industrial Development, SMEs and Cooperatives.
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1.2.3. SMEs

SMEs have emerged as an important segment within the
industrial sector, contributing significantly to employment,
economic output, and the development of entrepreneurship.
The broader SME sector (including services) comprises
about 138,600 establishments and employs some 284,574
workers. As such, the broader SME sector accounts for a
considerable portion of Mauritian GDP, with the census of
small establishments released in 2018 estimating a 40%
contribution.

According to new Mauritian legislation, turnover-based
definitions for small and medium enterprises are less than
Rs 10 million for a small enterprise, and Rs 10 million to Rs
50 million for a medium enterprise. However, Statistics
Mauritius, which is the official repository of national statistics
defines small firms as employing less than 10 persons, and
large firms as employing more than 10 persons. It is important
that this confusion is addressed to allow for the proper use
of data for SMEs. There is moreover a major limitation in the
publication of SME data. The last official data was published
in 2013 (Digest of Business Statistics, 2013), making it difficult
to interpret manufacturing trends relating specifically to
Mauritian SMEs.

1.2.4. MMEs as a new category of enterprises

In the Budget Speech, 2019-2020, the Government of
Mauritius recognised a new grouping of enterprises. Again,
based on turnover, the government recognised Mid-Market
Enterprises (MMEs) as a distinct set of firms with an annual
turnover between Rs 50 million and Rs 250 million. The
inclusion of this definition was deemed important when
deciding on the size of enterprises that require government
assistance. Again, it is important to emphasise that Mauritian
categorisations of firm-size are discordant with international
categorisations. While they may be congruent with the small
size of the Mauritian economy, their value as manufacturing
categorisations, especially when Mauritian manufacturers are
competing with global competitors, is questionable.

1.3. THE MAURITIAN MANUFACTURING SECTOR AND
COVID 19

While the statistics and fieldwork findings presented in
this report have been meticulously compiled and cross-
referenced for accuracy, it is important to emphasise that
the outbreak of the COVID-19 global pandemic has created
significant disruption for the Mauritian manufacturing and
broader industrial sector. The pandemic will have a profound
impact on the Mauritian economy, and the Mauritian
manufacturing sector is not expected to be spared from
the unfolding crisis. Production stoppages because of
confinement, order losses, and other supply chain disruptions
will take a severe toll on the sector. Production is likely to
decline significantly over the period of the crisis. The clothing
and textiles sector, which accounts for the bulk of Mauritius'
export revenue has experienced a drastic and protracted
decrease in orders due to the closure of major global retail
brands and a crisis in global consumer confidence that has
impacted the consumption of discretionary goods. More
positively, sub-sectors such as fish and fish preparations and
medical devices appear to have suffered less severe market
disruptions, but these are small contributors relative to the
clothing and textiles industry.

One positive phenomenon which has emerged over the course
of the crisis is the way many manufacturers reorganised
themselves to support urgent Mauritian social requirements.
This has included the production of facemasks, sanitisers,
and face shields during the lockdown period.

The Covid-19 pandemic has demonstrated the importance of
economies such as Mauritius having a strong manufacturing
base which can support the demand for essential products
and to ensure food and social security. As other countries
restricted trade and limited the movement of their populations
in response to the pandemic, Mauritius appears to have been
able to navigate its isolation by relying on local manufacturing
enterprises for a stable supply of basic commodity products
such as flour, canned foodstuffs, edible oil, margarine and
sanitary items. This is an important consideration and has
been factored into the recommendations made in this report.
In addition, the Budget, 2020-21, introduced a range of new
measures to further stimulate local production.
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2. REVIEW OF MAURITIAN MANUFACTURING
SECTOR PERFORMANCE

2.1. MANUFACTURING SECTOR IN CONTEXT

As an island state of only 1.3 million inhabitants, Mauritius has
undergone a remarkable economic transformation since its
independence in 1968. It has transitioned from a low-income,
agriculturally based economy to a diversified, upper middle-
income economy with substantial manufacturing, financial,
ICT and tourism sectors. This transition has been underpinned
by robust economic growth over the last fifty years, with real
GDP growing at an average of 4.7% over the period 1968 to
2017.

The present structure of the Mauritian economy is presented
in Table 5, along with an overview of changes since 2010.
As highlighted, Mauritian GDP grew 3.8% in 2018, with this
driven by growth in the construction and services sectors
(primarily tourism, banking, and ICT). As further highlighted,
the contribution of manufacturing and agriculture has slowly
declined, along with output in the historically dominant sugar
sector.

Table 5: Share of main sectors in the Mauritian economy, 2010 to 2019 (%)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Agriculture 4.1 4.2 4.1 3.8 3.7 3.6 3.6 3.5 3.2 3.3
Manufacturing 15.9 15.7 15.5 15.7 153 14.7 14.0 13.4 12.9 125

Sugar 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.1 0.1 01

Food, excl. Sugar 53 52 56 5.4 54 5.1 4.9 4.8 4.6 4.5

Clothing and 5.0 4.9 4.7 47 46 46 41 3.9 36 3.4

Textiles

Other 53 53 49 52 51 48 47 46 46 45
Electricity, gas, etc 1.8 1.6 1.4 1.4 1.6 1.9 2.2 1.7 1.7 1.6
\:Eter supply, sewerage, 0.3 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
Construction 6.8 6.5 6.2 5.4 4.8 4.4 4.2 4.3 4.7 5.0
Wholesale & retail trade 11.3 113 11.7 11.8 11.9 12.0 11.9 12.2 12.4 125
Transportation and storage 6.1 6.2 6.0 6.0 6.1 6.2 6.3 6.4 6.4 6.5
Accommodation and food 6.8 6.9 6.9 6.0 6.2 6.5 6.9 7.2 7.3 6.9
service activities
Information and 4.9 4.7 4.5 4.4 43 4.4 4.2 4.2 4.2 43
communication
Financialand insurance 116 117 11.9 117 11.9 12.0 121 12.0 117 1.8
activities
Real estate activities 6.4 6.2 6.1 6.2 6.1 6.0 5.9 5.9 5.9 5.9
Education 4.4 4.4 45 4.8 4.8 4.9 4.9 4.9 4.9 4.7
Export oriented enterprises 6.3 6.2 6.2 6.2 5.9 5.8 5.2 4.9 4.6 4.3
GDP Growth (%) 4.4 4.1 3.5 3.4 3.7 3.6 3.8 3.8 3.8 3.0

Source: Statistics Mauritius

The five-year GVA trend for the Mauritian manufacturing
sector is unpacked by sub-sector in Table 6. As is clearly
demonstrated, most sub-sectors have experienced declining
production output since 2013, when measured in United States
dollars (US$). Decline is moreover evident for the three largest
manufacturing sub-sectors, with clothing experiencing a
negative CAGR of 3.9% for the period, food products a negative
CAGR of 3.1%, and beverages negative 2.4%.

These negative trends are repeated in several other
sub-sectors, although there are a few sectors that have
experienced positive growth, including textiles (five-year
CAGR of 2.2%), rubber and plastic products (5.7%), and
computer, electronic and optical products (1.6%). It is also
positive to note that small manufacturers (not categorised by
sub-sector) have maintained their GVA output in US$ terms.
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These manufacturers are primarily domestic market-focused, suggesting that small, locally-focused manufacturers who are in
aggregate roughly the size of the dominant clothing sub-sector have performed reasonably over the five-year period to 2018.

Table 6: Gross Value Added by manufacturing sub-sector (large enterprises only), 2014-2018 (US$)

GVA at basic prices in (US$) 5-year
NSIC Industry grou
veree 2013 2014 2015 2016 2017 2018 CAGR
10-33 | Manufacturing 1746860636 | 1803825889 | 1573432689 | 1572764078 | 1622876234 | 1616029752 | -2,7%
(a) Large establishments 1433086640 | 1465909671 | 1266317728 | 1250213869 | 1281681686 | 1276274612 | -3,4%
10 | Food products, incl. sugar 323179530 | 319307124 278075961 | 283251413 | 282456373 | 281264764 | -3,1%
11 | Beverages 250598207 | 253213692 212568899 | 219695042 | 231074876 | 230100033 | -2,4%
13 | Textiles 86751675 | 87695692 77723936 | 92861587 96 183 220 95777448 |  22%
14 | Clothing 401002070 | 392453457 378328531 | 334308889 | 336166475 | 334748278 | -3.9%
15 | Leather & related products 8831721 | 41911092 7446728 7000 565 7145141 7114998 | -35,8%
152 | Of which: Footwear 1755023 1283269 1074755 951867 794 483 791131 | -11,4%
16 m‘r’r‘]’i‘tjupr;"duas’ excl 2595 452 3057498 2853254 3161975 3012738 3000029 | -0,5%
17 | Paper & paper products 17248380 | 18040257 15123130 14954 385 14513 464 14452235 | -54%
1g | Printing, reproduction of 30229868 | 26799668 23229434 | 27389770 25915562 25806231 | -0,9%
recorded media
Coke & refined petroleum;
19-21 \ . 82071791 | 69797644 61417103 | 61133064 57563993 57321146 | -4,8%
chemicals; pharmaceuticals
22 | Rubber & plastic products 32844233 | 34323213 28079082 | 32553290 42979 909 42798588 | 57%
23 S:gg;:;”'meta“'c mineral 40871355 | 43306096 34615949 | 31202958 | 39504721 | 39427681 | -2,3%
24 | Basic metals 11219154 | 11769507 9443123 6181324 6466 892 6439610 | -14,0%
25 | Fabricated metal products, 34196389 | 40864838 32487051 | 32512830 | 34122124 | 33978172 | -45%
excl. machinery, equipment
26 | Computer, electronic & 16229232 13608 069 10888 889 14407 336 14540218 14478877 | 1,6%
optical products
27 | Electrical equipment 5610819 6358784 5800733 5694229 6003537 5978210 | -1,5%
28 faec:'”ery &equipment 13809 880 16 594 463 18114777 11306 045 3942578 3925946 | -30,3%
29.39 | Motor vehicles, trailers, 28789394 | 32444020 25643952 | 30359467 32369678 32233119 | -0,2%
other transport equipment
31 | Furniture 11007276 | 13499719 10520822 | 12598055 11825221 11775333 | -3,4%
32 | Other 33907930 | 38572561 32018870 | 27177749 33864430 33721565 | -3,3%
331 | Ofwhich: Jewellery & 14585337 17420631 14286 882 8823770 15162 800 15098832 | -3,5%
related articles
33 | Repain installation of 2092873 2285505 1937504 2463 897 1940537 1932350 | -4,1%
machinery, equipment
(b) Other than large establishments 313773996 337916218 307 114961 322550209 341194548 339755139 0,1%

Source: Statistics Mauritius

While the evidence presented above reveals the extent to
which the manufacturing and broader industrial sector remain

Performance trends are concerning when analysing export
performance, merchandise imports, trade performance,
employment, investment, and productivity shifts. Each of these
critical elements is analysed in more detail hereby.

critical to the Mauritian economy, its recent performance can
be summarised as non-dynamic, with this evident across the
spectrum of major sub-sectors. As highlighted below, this non-
dynamism is moreover evident in respect of all key indicators,
and not only manufacturing value addition.
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2.2. MANUFACTURING VALUE ADDITION

Measured in US Dollars (US$), Gross Value Added (GVA) in the Mauritian manufacturing sector has remained range bound between
US$ 1.5 and US$ 1.8 billion since 2008, with 2018 levels firmly within this range at US$1.65 billion. The Mauritian manufacturing
sector's largely non-dynamic GVA trend is depicted in Figure 1, which also shows that manufacturing GVA peaked in 2014,

slumped in 2015 and then slowly recovered through to 2018.

Figure 1: Mauritian industrial GVA, 2007-2018 (US$ values)

Source: Statistics Mauritius, 2019; Oanda, 2019.

The major highlight in respect of Mauritius' recent industrial
performance is the growth of energy (electricity, gas, steam,
and air conditioning supply) generation GVA. This has surged,
increasing from US$85 million in 2007 to US$233 million in
2018, indicating major expansion of Mauritius' electricity
generation capabilities. Mauritian electricity costs, while still
high by African standards, are also converging with leading
African economies. Mauritius now also has the most reliable
electricity supply in Africa (see Appendix A). As a critical
input into the manufacturing sector, the recent expansion
of Mauritius' energy capacity is a source of competitive
advantage.
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2.3. DOMESTIC MARKET MERCHANDISE CONSUMPTION
Mauritius' growing economic wealth has shifted its consumption profile, with imports increasing significantly over the last few
years. Strikingly, Mauritius is increasingly importing more middle-class consumption goods, resulting in high import CAGRs
across a wide range of manufactured products. Only major imports (value greater than US$5 million in 2018) that have grown at
a CAGR of more than 7% over the last five years are included in Table 7, and as revealed this encompasses 30 products - from
toilet paper to motor vehicles. It also contains several product categories where Mauritius is a major exporter, including T-shirts
and vests (HS 6109), women or girls’ blouses (HS 6206), and women or girls’ suits (HS 6104).

Table 7: Major Mauritian imports (2018 imports >US$5m) that grew at a CAGR of >7% over the 5 years to 2018

HS Code Product Description 2018 CAGR (5 years)
9406 Prefabricated buildings 18423332 45,52%
7207 Semi-finished products of iron or non-alloy steel. 5636431 40,62%
8705 Special purpose motor vehicles, e.g. breakdown lorries, crane lorries, fire fighting vehicles, etc. 5901733 31,46%
5101 Wool, not carded or combed 13245421 29,00%
2915 Saturated acyclic monocarboxylic acids and their anhydrides, halides, peroxides, etc. 5485836 24,15%
5209 Woven fabrics, containing 85% or more by weight of cotton, weighing more than 200 g/m2 15380912 22,39%
2309 Preparations of a kind used in animal feeding. 15852 501 20,38%
6109 T-shirts, singlets and other vests, knitted or crocheted 6476 605 18,66%
7308 Structures (excl. prefabricated buildings of HS94.06) &parts of structures... of iron or steel, etc. 17 087 426 16,29%
6206 Women's or girls' blouses, shirts and shirt-blouses 7403981 16,03%
7612 Aluminium casks, drums, cans, boxes, similar, for any material, of capacity not exceeding 300l... 6768616 14,59%
8701 Tractors (other than tractors of HS87.09) 9321356 13,27%
4412 Plywood, veneered panels and similar laminated wood 16 755683 13,22%
7306 Other tubes, pipes and hollow profiles of iron or steel 17623790 12,14%
3214 Glaziers' putty, grafting putty, resin cements, etc. 5393826 11,94%
6405 Other footwear 8533527 11,78%
6104 Women's or girls' suits, jackets, dresses, skirts, etc., knitted or crocheted 5060003 11,09%
2208 Undenatured ethyl alcohol less than 80%vol.; spirits, liqueurs, other spirit beverages 13645098 10,76%
2008 Fruit, nuts and other edible parts of plants, otherwise prepared or preserved, etc. 6349 046 9,91%
8803 Parts of goods of H588.01 or 88.02 12074 387 9,71%
7318 Screws, bolts, nuts, coach screws, screw hooks, rivets, etc., of iron or steel 7129954 9,31%
7213 Bars and rods, hot-rolled, in irregularly wound coils, of iron or non-alloy steel 22 540 446 9,17%
3208 Paints, varnishes based on synthetic polymers/chemically modified natural polymers, etc. 5196 589 8,83%
3303 Perfumes and toilet waters 18 089 842 8,51%
8703 Motor cars and other motor vehicles for the transport of persons (excl. HS87.02) 250017072 8,17%
6404 Footwear with outer soles of rubber, plastics, leather... and uppers of textile materials 10 850 625 8,00%
3306 Preparations for oral or dental hygiene, including denture fixative pastes/powders; floss, etc. 6 747 032 7,95%
8704 Motor vehicles for the transport of goods 60979152 7,85%
4818 Toilet paper and similar paper, cellulose wadding... for household or sanitary purposes, etc. 14039 247 7,82%
3402 Organic surface-active agents (except soap); surface-active, washing, cleaning preparations 18 065 870 7,39%

Source: UN Comtrade, 2019.
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2.4. MERCHANDISE TRADE BALANCE
The consequence of these shifts is a major change in Mauritius’ merchandise trade performance over the last decade. This
is summarised in Figure 2, which shows that the importation of manufactured goods has increased significantly since 2009,
resulting in a widening trade deficit (fromUS$673 million in 2009 to US$1.5 billion in 2014 and US$1.9 billion in 2018). As further
revealed in Figure 2, manufacturing exports have largely followed the same non-dynamic GVA trajectory evident for the overall
manufacturing sector. Consequently, manufactured products are becoming an increasing burden on the country's already large
and growing trade deficit.

Figure 2: Mauritius’ manufactured goods trade balance

Source: UN Comtrade, 2019.
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2.5. MANUFACTURING EXPORT PERFORMANCE
The aggregate export picture is severely skewed by the recent poor performance of certain dominant clothing and textiles sub-
sectors. Several smaller manufacturing sub-sectors, like articles for the conveyancing or packing of goods, of plastic (HS 3923),
medical instruments (HS 9018), medicaments (HS 3004), and pasta (HS 1902) have experienced significant export growth. This
is clearly revealed in Table 8, which highlights Mauritius 20 most important merchandise exports in 2018, as well as their recent

trends.
Table 8: Mauritius’ 20 most important merchandise exports, 2004, 2014, 2018 (US$)

Rank | HS code Product Description 2004 2014 2018 CAGR (15 years)
1 1604 Prepared/preserved fish; caviar/fish egg substitutes 81438280 310097 408 287539 264 9,43%
2 6109 T-shirts, singlets, other vests, knitted or crocheted 437670624 230653520 146 930 320 -7,50%

3 1701 | Cane/beet sugar and... pure sucrose, in solid form 354761216 253969 232 145735120 -6,16%

4 6205 | Men's or boys' shirts 132602 168 166 821 344 138139968 0,29%

5 6203 Men's or boys' suits, jackets, trousers, etc.. 71532 896 115836 904 115630 440 3,49%

6 6204 | Women's or girls' suits, jackets, skirts, etc. 68137 696 47 656 464 55003 796 -1,52%

7 6110 | Jerseys, pullovers, etc., knitted or crocheted. 106 253312 61392 460 45245704 -5,92%

8 3923 Art|cl.es for conveyance/packing of goods, of 35870985 1338594 37881 660 18,33%
plastics, etc.

9 6104 Women's or girls' suits, jackets,etc., knitted or 16632 101 58 976 620 32 980 680 5,01%
crocheted

10 6105 Men's or boys' shirts, knitted or crocheted 32535760 30577888 32928108 0,09%

1 9018 In§truments used in medical, surgical, dental... 3880916 17127 128 30085 624 15,75%
sciences
Medicaments (excl. HS 30.02/.05/.06) of mixed/

12 3004 | unmixed products for therapeutic/prophylactic 4270503 1143847 28372024 14,48%
use...

13 5205 | Cottonyarn (except sewing thread), containing 5022762 15382302 22918568 11,45%
85% or more by weight of cotton, not for retail sale

14 2711 | Petroleum gases and other gas hydrocarbons 1454 356 0 21187398 21,09%

0, H .

15 2207 Undenatured ethyl alc.o.hol of 80% vol. or higher; 1940334 4573372 18207 084 17,34%
ethyl alcohol/other spirits, denatured, any strength

16 1902 Pasta, whether or not cooked or stuffed (with meat 2181015 7096 474 17639 870 16,10%
or other substances) or otherwise prepared

17 6006 Other knitted or crocheted fabrics 769393 10814955 17263516 24,88%

18 6001 Pile fabrics, incl. terry fabrics, knitted or crocheted 8332389 20981388 16 796 642 5,13%

19 5106 | Yarn of carded wool, not for retail sale 6 886 643 16582 354 16470761 6,43%

. L N .

20 5208 | Woven fabrics, containing 85% or more by weight 8039205 5113514 14712911 4,41%

of cotton, weighing not more than 200 g/m2

Source: UN Comtrade, 2019.
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Mauritius' most important merchandise export destinations are presented in Table 9. As highlighted, exports to the country's two
most important destinations, France and the United Kingdom, have declined very significantly over the last few years. While the
losses from 2014 to 2018 are significant in their own right, it is the comparison against 2004 levels that highlights the extent of the
losses that have occurred, with exports to the UK in 2018 roughly only one-third their level in 2004. These dramatic losses have
been partly compensated by the growing exports to regional markets, the most important of which are South Africa, Madagascar,
and Kenya. Export growth to all three of these countries has been very significant, including most recently. This suggests a major
shift in Mauritius' export orientation, and the likely importance of regional trade to the future of the country's manufacturing
sector.

Table 9: Mauritius’ ten most important export destinations (US$)

Rank Country 2004 2014 2016 2018 ClAsGy ':;Lasit CA?:;E)S" :
1 France 332679 488 242449 024 221148576 221936 640 -2,85% -2,19%
2 United Kingdom 627539 328 350 142 592 348 156 288 211943392 -7,46% -11,79%
3 South Africa 17103 692 164 886 080 146 294 400 204 144 560 19,38% 5,48%
4 United States 259742784 211397344 196 358 304 163 265 696 -3,26% -6,25%
5 Madagascar 72662336 71528 144 81447080 102633672 2,50% 9,45%
6 Spain 19565576 104212 880 140 388 096 88879 664 11,42% -3,90%
7 Italy 62248672 161701696 277055 744 86272312 2,36% -14,53%
8 Netherlands 32652708 64007516 101 747 224 77765472 6,39% 4,99%
9 Kenya 2516690 2757379 45616208 47358452 23,32% 103,58%
10 Germany 39080 888 16110270 31093812 36590 632 -0,47% 22,76%

Source: UN Comtrade, 2019.
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2.6. EMPLOYMENT

Perhaps unsurprisingly, given GVA trends, Mauritius' manufacturing sector has failed to grow its employment base over the last
five years. This is depicted in Figure 3, which reveals that employment has essentially been stable since 2014, with this evident
for both large (primarily export-focused) and small and medium enterprises (SMEs). If a longer time frame is considered then the
trend is even more concerning, with large manufacturing enterprise employment declining by over 20,000 from 2007 to 2018.

Figure 3: Mauritian SME and large establishment manufacturing employment, 2014 to 2018

Source: Statistics Mauritius (2020)

Based on Statistics Mauritius (2020) employment data® for
large manufacturing enterprises, which was then adjusted to
accommodate an identical breakdown for SMEs (for which
there is no sub-sector data), we are able to estimate total
employment numbers for Mauritius' manufacturing sub-
sectors. Based on this estimation methodology, total clothing
employment in 2018 was 49,316, followed by food processing
(17,316), textiles (8,039), beverages (3,566), chemicals and
pharmaceutical products (3,472), and fabricated metals
(3,258). Together these six sectors contributewell over 80% of
total manufacturing employment, with clothing and textiles
alone contributing more than 50% of all manufacturing jobs in
Mauritius.

3 Accessed from http://statsmauritius.govmu.org/English/StatsbySubj/Pages/
Manufacturing.aspx (2020, 22 May).
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It is therefore the most important manufacturing sub-sector
in Mauritius by some distance, although its employment
trajectory has come under sustained pressure over the last
decade, with the large clothing manufacturers decreasing
their employment levels from 51,149 in 2007 to 33,635 in
2018. Positively, some pockets of manufacturing employment
growth have been evident for the same period, including
for food products, chemicals and pharmaceutical products,
and paper and paper products. A breakdown of estimated
employment levels in the manufacturing sector for 2018 is
presented in Table 10.


http://statsmauritius.govmu.org/English/StatsbySubj/Pages/
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Table 10: Estimated breakdown of employment in the Mauritian manufacturing sector, 2018

NSIC Industry group Employment
10-33 Manufacturing total 103411
10 Food products 17316
11 Beverages 3566
13 Textiles 8039
14 Wearing apparel (clothing) 49316
15 Leather and related products 1207
16 Wood and products of wood/cork, except furniture; articles of straw, plaiting materials 625
17 Paper and paper products 918
18 Printing and reproduction of recorded media 2394
1921 Coke and refined petrolegm products/chemicals and chemical products/basic pharmaceutical products and 3472
pharmaceutical preparations
22 Rubber and plastic products 2039
23 Other non-metallic mineral products 1214
24 Basic metals 641
25 Fabricated metal products, except machinery and equipment 3258
26 Computer, electronic and optical products 1666
27 Electrical equipment 503
28 Machinery and equipment n.e.c. 236
29-30 Motor vehicles, trailers and semi-trailers / Other transport equipment 339
31 Furniture 1201
32 Other 2282
321 Of which Jewellery, bijouterie and related articles 2054
33 Repair and installation of machinery and equipment 1125

Source: Adapted from Statistics Mauritius.

Courtesy: Eurolux
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2.7. INVESTMENT
Mauritian industrial investment for the period 2007 to 2018 is presented in Figure 4, and as revealed manufacturing investment
has atrophied over the last 12 years, with 2018 investment levels of US$ 142 million almost half 2007 levels of US$271 million.
Substantial investment in electricity and other forms of energy, as well as water supply, has bolstered the industrial sector's
overall investment performance, but the weakness in manufacturing has ensured frail performance for the period.

Figure 4: Mauritian industrial investment, 2007-2018 (US$ values)

Source: Statistics Mauritius, 2019; Oanda, 2019.

@ Industrial Policy and Strategic Plan for Mauritius | 2020-2025
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2.8. MANUFACTURING PRODUCTIVITY

Limited investment, combined with atrophying GVA and a slow reduction in employment, point to a Mauritian manufacturing
sector struggling to increase its productivity levels. This is revealed in Figure 5, which shows that Mauritian manufacturing
productivity has essentially remained unchanged since 2011, shifting fromUS$22,590 per employee, to US23,346 per employee

in 2018 - an increase of 3.5% over the entire seven year period.

Figure 5: Mauritian industrial GVA per employee, 2007-2018 (US$ values)

Source: Statistics Mauritius, 2019; Oanda, 2019.

2.9. KEY MANUFACTURING DYNAMICS

2.9.1. Dominance of Clothing and Textiles

The unpacking of the macro data highlights severalimportant
manufacturing sector characteristics. The most striking is
that manufacturing remains overwhelmingly dominated
by clothing and textiles, along with fish processing, and
other food production. The clothing and textiles sectors
are, for example, responsible for seven of Mauritius’ top ten
export categories; and provides 55.5% of all manufacturing
employment in large enterprises. While total manufacturing
employment in large enterprises has dropped from 92,062 in
2007 to 70,530 in 2018, the clothing sector is responsible for
most of these job losses, shedding 17,514 jobs over the last
11 years.

There is major recent export growth off a low base in medical
instruments, pharmaceuticals, and plastic articles for the
conveyance or packing of goods. While these developments
are positive, the only manufacturing sector that operates at a
level of scale that permits agglomeration effects is clothing
and textiles. This is evident in the trade data that shows
Mauritius' Revealed Comparative Advantage (RCA) in respect
of clothing and textiles.

Ministry of Industrial Development, SMEs and Cooperatives (Industrial Development Division) & UNCTAD @
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2.9.2. Regional opportunities

As an open economy that has developed impressively over
the last few decades based on preferential trade agreements
(PTAs), and the ease of doing business, Mauritius has
embraced participation in Global value Chains (GVCs). Until
recently, this approach has served the country exceptionally
well, with preferential access to the European Union market
key to its exporting success. However, while France and
the United Kingdom remain Mauritius' two most important
export destinations, exports to these markets have declined
significantly over the last few years. This has partly been
compensated by growing trade with Sub-Saharan Africa
markets (via SADC and COMESA), revealing a shift towards
participation in regionalvalue chains. The emergence of South
Africa, Madagascar and Kenya as major export destinations is
indicative of this trend, while an analysis of COMESA and SADC
market opportunities as presented in Appendix B suggests
substantial scope for further export growth in these more
proximate markets. Stakeholder interviews were however
less positive about regional opportunities, with immense
frustration often exhibited by company management in
respect of actual regional trade experiences.

2.9.3. Decreasing competitiveness of Mauritius

Mauritius' participation in GVCs has clearly supported the
development of its manufacturing sector. PTAs have permitted
access to large markets and allowed Mauritian manufacturers
to scale up their activities based on their defined areas
of comparative advantage. However, these advantages
appear to have dissipated recently. Internationally, the mass
digitalisation, greening, and servicification of manufacturing
represents a major challenge to Mauritian operations that are
often geographically dislocated from their major markets,
and not necessarily at the leading edge of technological
transformations within complex GVCs. Domestically, Mauritius'
increased wealth has stimulated the non-tradable cost base
of the economy, resulting in rising production (especially
labour) costs. Coupled with limited domestic labour supply,
Mauritius' export- and domestic-oriented manufacturers
are increasingly dependent on expatriate labour that is
also becoming more expensive. This was emphasised as
Mauritius' major competitiveness deficiency in almost every
industry stakeholder interview and site visit. It was noted
that Mauritian labour skills have failed to improve relative to
global competitors, forcing an unsustainable dependence
on expatriate labour for low, medium, and high skilled
positions, with this particularly acute in Science, Technology,
Engineering and Mathematics (STEM)-related occupations.

@ Industrial Policy and Strategic Plan for Mauritius | 2020-2025

2.9.4. The danger of being trapped in low value-added segments
of GVCs

export-oriented manufacturers consequently
face the danger of being trapped in low value-added
segments of GVCs. This is supported by the evidence that
manufacturing investment levels have stalled over the last
decade, while GVA per employee levels have also remained
largely undynamic when measured in US$ terms. While some
advanced firm-level capabilities were observed during site
visits, many exporters (and most domestically focused firms)
are under pressure to upgrade their manufacturing processes
and deepen their capabilities. At the same time, the country
needs to attract new investments that support the expansion
and structural transformation of its industrial assets.

Mauritius'

2.9.5. Growing domestic market

Mauritius' growing domestic market represents a major
opportunity for many manufacturers. Rising disposable
income has resulted in the increased consumption of value-
added products, thereby opening the opportunity for import
substitution that previously did not exist. While still a very
small market by global standards, Mauritian consumption
has significantly increased. In conjunction with Mauritius’
tourism sector, this opens a range of potential domestic
supply opportunities. This is evident in respect of Mauritius’
merchandise import trends that were presented in Table 7.

Domestic market frustrations were another key feature of the
engagement process with industry stakeholders. It is also an
opportunity that has been eloquently identified in the MCB's
(2019) report, Lokal is Beautiful. The report identifies a range
of domestic market opportunities for local manufacturing,
particularly in respect of craft production, circular production,
and the application of smart production technologies.
Critically, many of the technology developments taking
place in manufacturing are reducing the economies of scale
required for new product development and production
(Hagel, et al, 2015), thereby opening new opportunities for
supplying a small, but increasingly wealthy domestic market.
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2.9.6. General diagnosis

The two project missions to Mauritius confirmed the data and
literature review: Mauritius is at a crossroads in respect of its
industrial sector. The manufacturing sector is dominated by
a struggling clothing and textiles sub-sector, interspersed
with the “green shoots" of emerging sub-sectors, such as
medical instruments and pharmaceuticals. While the clothing
and textiles sub-sector is under severe pressure because of
rising costs associated with the country's increasing wealth,
it comprises several advanced firms that operate at, or very
close to, the sector's technology frontier. It is also the only
sector where there is a critical mass of activity sufficient to
create external economic advantages. While the Mauritian
Government's National Export Strategy (2017-2021) does not
identify clothing and textiles as a priority sub-sector, this is an
oversight. Clothing and textiles remain the most competitive
manufacturing sub-sectors in Mauritius, and hence the most
likely to successfully export - both regionally and globally.

Although there are pockets of advanced manufacturing
capability evident elsewhere (for exports and/or the domestic
market), there is no critical mass of sectoraland/or value chain
activity evident within other manufacturing sectors. This is a
clear competitive disadvantage that will need to be corrected
if Mauritius is to optimise its industrial growth potential through
to 2025 in alignment with the country’'s 2030 vision; hence the
importance of targeting the development of high potential,
but smaller manufacturing sub-sectors. Opportunities in this
regard include food processing (especially blue ocean based),
medical instruments, pharmaceuticals, jewellery, Fast Moving
Consumer Goods (FMCG, including sanitising products), and
bio-plastics production.

A more detailed diagnosis of the clothing and textiles, food
and fish preparation, medical devices, jewellery, and the SME
sub-sectors is completed in Chapter 5.

Courtesy: CNC
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3. STRUCTURING AN IMPACTFUL MAURITIAN
INDUSTRIAL POLICY

While the Mauritian industrial sector may be at a crossroads,
there is clear evidence to suggest that the industrial sector
more broadly, and the manufacturing sector more narrowly,
have the ability to grow dynamically and support the
continued development of the Mauritian economy. A new
vision for the industrial sector is however required, one that
embraces upgrading and technological innovation, and that
focuses on realising its potential through both the domestic
and international (including regional) markets.

The following working vision is therefore proposed:

A globally competitive and sustainable
industrial sector that contributes to
higher economic growth for Mauritius
through continuous innovation,
technology upgrading, productivity
gains and high skilled employment.

Private-Public sector relationships

Positively, strong private-public sector relationships, a largely
conducive business environment, the widespread and honest
recognition of deficiencies, and the emergent potential of the
domestic market and regional value chains, offer a strong
counterbalance to identified competitiveness inhibitors. A
feature of the two project missionsis the existence of close and
constructive relationships between private and public sector
stakeholders'“. There appears to be a clear commitment on
the part of both sets of stakeholders to further the industrial
development of Mauritius, and to cooperate with one another
to give effect to a mutually beneficial outcome. This was most
strikingly evident at the industry stakeholder workshop held
on the 27™ of February 2020, where universal support for
the development of an industry policy was evident, and the
government'’s vision of revitalising the manufacturing sector
fully endorsed. The working vision proposed in this report
emanates from notes taken at the stakeholder workshop and
represents the common perspectives of both private and
public sector participants.

4 Although there do appear to be a large number of representative organisations,
especially given the limited size of Mauritius’ industrial sector. This is one of the
reasons for the proposed institutional approach. Securing institutional alignment
between the various stakeholders will be critical to the success of the industrial policy.

Having a common perspective is critical to the future success
of the manufacturing sector in Mauritius. There is a growing
awareness amongst industrial policy practitioners that the
critical determinant of industrial policy success is not simply
copying the policies of successfully industrialising countries
and then mimicking their incentive or investment decisions.
As articulated by Dani Rodrik, a leading industrial policy
theorist, ‘the right model for industrial policy is of strategic
collaboration between the private sector and the government
with the aim of uncovering where the most significant
obstacles to restructuring lie and what type of interventions
are most likely to remove them' (Rodrik, 2004: 3).

While learning from successful case studies is always
the rapidly evolving global
environment is increasingly complex, making policies that
were successful in one period, less so in others. For example,
while Mauritius' negotiation of a multiplicity of PTAs and
market access advantages has supported the growth and
development of its export-oriented manufacturers, these very
agreements are now hugely constraining to the many local
manufacturing opportunities that are associated with the
rapid growth of Mauritius' domestic market. Each country’'s
individual context is key to the framing of its industrial policy
opportunities. Mauritius' position as a successful upper-
middle/high income, but ultimately small African island-
nation matters in respect of its industrial policy options, as
does its comparatively weak human resource base, weak level
of food security, growing trade deficit, and its dependence on
a narrow set of manufacturing sub-sectors.

valuable, manufacturing

Courtesy: Integrity
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Efficient Institutional Processes

Key to successful industrial policy, is therefore, having
established institutional processes capable of further
enabling comparative advantages as they presently exist,
while simultaneously identifying and then creating new forms
of competitive advantage where potential is recognised. The
institutional approach, as advocated by Rodrik, acknowledges
that knowing ex-ante what needs to be done in respect of
policy interventions to advance industrial capability in a
particular context is inherently difficult; and that “learning
by doing” represents a much more effective, and ultimately
low-risk approach to industrial development, provided
there is clear institutional oversight and robust monitoring
and evaluation (M&E) of outcomes - in alignment with the
objectives set.

It is this industrial approach that is being recommended
for Mauritius. Taking advantage of the country's high trust
relationship between government and industry, and the
importance of optimally use the scare resources available, it
is recommended that the Government of Mauritius establish

an Industrial Policy Executive Oversight Committee (IP-EOC).
Reporting directly to the Ministry of Industrial Development,
SMEs and Cooperatives. The recommended IP-EOC should
be given the mandate to oversee the implementation and
potential reconfiguration of this 2025 industrial policy,
thereby converting the industrial policy from a report into an
institutional process capable of driving its implementation,
and dealing with organisational legacies such as the
categorisation of DOEs and EOEs.

How such an IP-EOC is structured should be negotiated,
but it ultimately needs to be owned and resourced by the
Government of Mauritius. As argued by Aggarwal (2017:11)"..
formal institutions are deeply intertwined with the informal
institutions that reflect the prevailing political, social and
economic interests within a society. Consequently, any new
policy is going to be difficult to implement. Forging positive
change will require strong political leadership capable of
securing both stakeholder support and compromise.

Figure 6" : Mauritius’ MVA to 2030 based on GNI CAGR v/s MVA CAGR increasing to 25% of GDP

5 The data projections to 2030 are based on the twin objectives of Mauritius achieving a GNI per capita of US19,000 and manufacturing comprising 25% of GDP by 2030. Using
actual 2018 data as the base for the calculations, the projections essentially depict the performance required of manufacturing to achieve these two objectives.
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If manufacturing sits at the heart of Mauritius' structural transformation to high income status through to 2030 productivity will
need to increase in the sector by at least the average rate of per capita GNI improvement in the economy (3.87%). This represents
a deflator on the employment impact of the manufacturing sector's growth through to 2030, although as highlighted in Figure 7
even with major productivity improvements, manufacturing employment will still grow significantly based on the extrapolations
made. Based on the model used, the Mauritian manufacturing sector would employ 146,122 people in 2030 (an increase of
42,711 on 2018 levels), provided the country maintains its high-income status, manufacturing contributes 25% of GDP and annual
productivity improvements of 3.87% are recorded.

Figure 7: Mauritian manufacturing employment to 2030: Nominal and with productivity gains equivalent to GDP
per capita growth to achieve high income status

If the above aggregated employment trend is unpacked
according to the 2018 breakdown of Mauritian manufacturing
employment, and then held constant through to 2030, the
sub-sectors most likely to contribute to major employment
growth are clothing (20,369), food products (7,152), and
textiles (3,320). As further presented in Table 11 there are very
few other manufacturing sub-sectors with 2018 employment
levels that are sufficiently substantial to compensate for these
three sub-sectors not achieving their full growth potential
through to 2030.
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Table 11: Projected employment growth across Mauritian manufacturing sub-sectors to 2030, based on their 2018 employment breakdown

NSIC Industry group 2018 2022 2026 2030 Growth
10-33 Manufacturing 103411 116 042 130 216 146 122 42711
10 Food products 17316 19431 21805 24 468 7152
11 Beverages 3566 4002 4490 5039 1473
13 Textiles 8039 9021 10123 11359 3320
14 Wearing apparel (clothing) 49316 55 340 62 099 69 685 20 369
15 Leather and related products 1207 1354 1520 1706 499
16 Wood products, except furniture 625 701 787 883 258
17 Paper and paper products 918 1030 1156 1297 379
18 Printing & reproduction recorded media 2394 2686 3015 3383 989
1921 E‘;';fr/n p:ct;zlt?"‘:‘;spmd”c“; chemicals; 3472 3896 4372 4906 1434
22 Rubber and plastic products 2039 2288 2568 2881 842
23 Other non-metallic mineral products 1214 1362 1529 1715 501
24 Basic metals 641 719 807 906 265
25 Za:quci?)t;ilrr]r;etal products, excl. machinery 3258 3656 4103 4604 1346
26 Computer, electronic and optical products 1666 1869 2098 2354 688
27 Electrical equipment 503 564 633 711 208
28 Machinery and equipment nec 236 265 297 333 97
29-30 (I\Eflxioprmvi:itcles, trailers,other transport 339 380 427 479 140
31 Furniture 1201 1348 1512 1697 496
32 Other 2282 2561 2874 3225 943
321 Of which Jewellery, and related articles 2054 2305 2586 2902 848
33 Repair/installation of machinery/equipment 1125 1262 1417 1590 465

While the mission team is confident in its analysis of the Mauritian manufacturing sector and believes it has identified a range
of policy, regulatory and programmatic interventions to support the realisation of the vision and its associated objectives, as
summarised in Table 12, it is ultimately the conviction and support of industry stakeholders that will secure the success of the
industrial policy, hence the proposed institutional approach.

Table 12: Summary of industrial policy vision and associated objectives to 2030

Vision Objectives to 2030

Increase manufacturing GVA from $1.6 billion in 2018 to $3.6 billion

A globally competitive and sustainable industrial
sector that contributes to higher economic growth for
Mauritius through continuous innovation, technology
upgrading, productivity gains and high skilled
employment.

Manufacturing to grow at a CAGR of 6.79% to ensure it contributes 25% of GDP

Improve sector productivity by an annual 3.87% to support the economy’s structural
transformation to high-income status

Increase manufacturing employment from 103,411 in 2018 to 146,122
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To achieve the laudable vision, and its associated four
objectives, as set out in Table 12, five focus areas have been
identified. The five focus areas are:
Repairing the industrial foundations that are presently
negatively impacting the base performance of Mauritian
manufacturing.
Supporting the upgrading of existing manufacturing
capabilities - essentially enabling existing comparative
and competitive advantages, which remain key to the
future success of manufacturing in Mauritius.
Advancing production for the domestic market, in respect
of both public and private sector consumption.
Leveraging and expanding exports within Global Value
Chains and rapidly emerging Regional Value Chains
(RVCs).
Creation of an Industry 4.0 ecosystem through increasing
digital and green innovations

This is key to driving the progression of new business
models,such as the servicification of manufacturing, that is
likely to enable the realisation of future international, regional,
and domestic market opportunities.

The five focus areas are not equally important, with the first
having primacy over the others. This primacy is depicted in
Figure 8. As revealed, repairing the foundations on which
Mauritius' existing manufacturing value chains are built
sits at the heart of realising the many further opportunities
encapsulated within the other four focus areas.

Figure 8: Mauritian Industrial Policy Framework
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4. POLICY, REGULATORY AND PROGRAMMATIC
RECOMMENDATIONS

4.1. REPAIRING MAURITIUS’ INDUSTRIAL FOUNDATIONS

4.1.1. Foundation challenges
Repairing the foundations upon which the Mauritian
manufacturing sector is built is central to advancing the scale
and capabilities of the sector. Many of the essentialingredients
required to build a strong and dynamic manufacturing sector
in Mauritius appear to be lacking, with five major areas of
deficiency noted.

Each of these areas of deficiency is unpacked below.

- Skills development: Mauritius' existing skills development
system appears unable to meet the range and depth of
industry requirements. There is a clear need to focus on
basic and intermediate technical education and to raise
high-level STEM capabilities. While there are several
institutions working to improve this already identified
deficiency, the firm-level evidence is that the skills
development environment is deteriorating rather than
improving. Most notably, there are no post graduate
technical institutions in Mauritius providing the industry
with a pipeline of advanced skills. This is stunting the
availability of advanced technical skills, which is central
to the development of high-value activities within most
manufacturing value chains based in upper middle
income and high-income economies.

+ Skills attraction: Manufacturing careers need to be
made more attractive to Mauritian secondary and tertiary
education graduates. A wide range of technically oriented
career opportunities was noted during firm visits and
yet positions are either not being filled or are only being
filled after major concessions are made in respect of the
education and/or experience level of applicants. This
clearly places Mauritian manufacturers at a disadvantage
relative to international competitors who can readily
access these skills. Firm visits suggest that the problem
is manifesting even more severely in small to medium-
sized manufacturers, who are either unable to afford
increasing wages for scarce skills or who cannot navigate
the importation of expatriate skills when local technical
skills are unavailable.

- Labour market: The demand for labour presently exceeds

domestic supply both in aggregate number and in terms
of job specifications, resulting in an unsustainable and
increasing dependence on expatriates. This is evident from
highly skilled to entry level operational positions. A major
limitation with the expatriate model is that when foreign
workers complete their employment contracts in Mauritius
and are required to leave the country, they take their skills
with them, leading to a continuous cycle of skills losses
and the ongoing need for labour replacement. When firms
in Mauritius were undertaking basic assembly activities,
this was not necessarily a major issue, but as firms have
started moving up the value chain, as is presently required,
their dependence on skilled expatriate professionals and
operators has become a major challenging.

- Soft infrastructure: High-value manufacturing is

dependent on soft infrastructure, much of which
is either lacking or under-developed in Mauritius.
This encompasses the ubiquitous availability of
Information Technologies, market and value chain
specific certification, and the systemic enforcement
of technical operating standards. For domestic (and
potentially regional) market supply, this requires effective
competition authority oversight, the establishment and
enforcement of appropriate accreditations and rules of
origin, and the associated sanctioning of transgressions.
Several exporting firms exhibited major frustration with
Mauritian deficiencies in these critical areas, although
the most vociferous concerns emanated from smaller
manufacturers supplying the domestic market. There is a
clear and consistent perception that the Mauritian market
is insufficiently and unevenly regulated for high-value
production, and has a net import bias, effectively favouring
imports over domestic production.
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+ Physicalinfrastructure: Finally, high-value manufacturing
requires global-standard physical (or hard) infrastructure,
with this relating to the standards of the factories
themselves and the industrial estates within which they
operate. Globally competitive firms need to operate their
advanced factories in world-class industrial estates, with
ready access to (preferably renewable) energy and water
supply, advanced water treatment facilities, and highly
efficient (merchandise and people) transport linkages.
These critical physical infrastructure requirements also
appear to be largely lacking in Mauritius: most firms
operate in ageing industrial estates, with sub-standard
logistics linkages that depend on a seaport that is deemed
inefficient and expensive, and that is increasingly de-
linked from critical global merchandise routes.

The challenge in dealing with the above foundational issues
is that they do not fit comfortably within a narrow industrial
policy space. Many are transversal in so far as they straddle
the evolution of education, transportation, energy, social,
and other government policies over an extended period.
Unfortunately, they represent an obvious disjuncture between
the Mauritian government's broader policy direction and the
explicit statement of support for the manufacturing sector.
While there is substantial support for the manufacturing
sector in respect of a suite of tax benefits and air and sea
transportation subsidies, etc. broader policy shifts appear
to have deprioritised manufacturing as a key driver of the
Mauritian economy. Unless these foundational issues are
grappled with, and the most glaring challenges resolved, it is
highly unlikely that Mauritius will advance its manufacturing
capabilities in alignment with its 2030 Vision.

While the balance of this section will explore concrete
policy, regulatory and programmatic recommendations to
positively shift Mauritius’ position in respect of the other four
focus areas identified, it is critical that these foundational
elements are not neglected and are placed at the centre of
all deliberations on the development of the manufacturing
sector. This is the reason for the recommended institutional
approach. If manufacturing is so important to the future of
the Mauritian economy, it needs to have its status visibly
elevated. This requires structured industry engagement, clear
public marketing, a focus on appropriate technical education,
and the allocation of resources to develop intermediate and
advanced STEM capabilities.

Per Dani Rodrik's embedded autonomy approach to industrial
policy (2004), both base and advancing industry requirements
need to be clearly understood and responded to if confidence
in Mauritian manufacturing is to be re-established.
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It is therefore recommended that the Ministry of Industrial
Development, SMEs and Cooperatives, in conjunction with
the IP-EQC, play a coordinating role with other Ministries and
state institutions to drive required changes in the complex
array of areas covered.

The foundational recommendations presented below are
therefore meant to be indicative only, and not prescriptive.

4.1.2. Foundational recommendations
Building robust Industry Foundations
The vision for the Industry Foundations is to build robust
foundations which would contribute in developing a strong
and dynamic manufacturing sector.

This vision will be supported by the following strategies:

- Strategy 1: Enable existing skills development system to
meet the range and depth of industry requirements

+ Strategy 2: Address the need for skilled expatriate
professionals and operators

- Strategy 3: Align soft infrastructure with evolving
manufacturing requirements

- Strategy 4: Upgrade hard infrastructure to international
levels

4.1.2.1. Strategy 1: Enable existing skills development system to
meet range and depth of industry requirements

The first strategy to build a robust industry foundation is to
enable existing skills development system to meet range
and depth of industry requirements. The area of intervention
here is the STEM and academic triangle supporting the
manufacturing sector.

It is recommended that the Mauritian government work to
extend the top of the STEM and academic triangle supporting
the manufacturing sector. This is key to future global
competitiveness, although it also needs to be built on the
educational foundations in place. Developing and reorienting
these foundations is key to manufacturing sustainability
and reduced dependence on expatriates. It is therefore
recommended that the Ministry establish a structured process
with key educational stakeholders and industry leadership
on the development of a skills development roadmap for
manufacturing that aligns with the growth and productivity
raising objectives framed in this policy document.
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Recommendation 1

Establish a skills development roadmap for the manufacturing sector

Enable existing skills development system to meet range and depth of industry requirements

Strategy Intervention area

Recommendation

Enable existing skills development
system to meet range and depth of

: . the manufacturing sector
industry requirements

The STEM and academic triangle supporting

Establish a skills development roadmap for the manufacturing
sector

In support of skills development, it is also recommended
that Mauritius implement a strategy to attract highly skilled
expatriates to the country. This is covered in more detail in
Section 4.2.

4.1.2.2. Strategy 2: Addressing the need for skilled expatriate
professionals and operators

The second strategy to achieve a robust industry foundation
is to address the need for skilled expatriate professionals and
operators. The area of intervention here is flexibility in the
labour market. The existing distinction between domestic and
export-oriented manufacturers (EOEs) creates labour market
and competitiveness distortions in the domestic market and
is unsustainable over the long term.

Recommendation 2
Develop an expatriate permit expediting process to allow firms to respond to rapid market demand shifts

Recommendation 3

However, moving to one operating regime is likely to be
extremely difficult, especially as exporters believe their
competitiveness will erode if they are obligated to adhere to
more onerous domestic labour market regulations. Finding
a mechanism to do so is however important. As a SIDS,
Mauritius should not have two parallel labour markets in
operation. An additional opportunity relates to improving the
flexibility of the Mauritian labour market. Firms are presently
struggling to adjust to increasingly unpredictable market
demand fluctuations, primarily because of lengthy processes
to secure necessary expatriate permits, while many are also
grappling with the complexities associated with introducing
new shift configurations in alignment with variable market
demands.

Develop a labour market flexibility framework that adheres to the highest international labour standards, but that
enhances the ability of the manufacturing sector to adjust their capacity in alignment with market shifts.

Address the need for skilled expatriate professionals and operators

Strategy Intervention area

Recommendations

Expatriates

Develop an expatriate permit expediting process to allow firms
to respond to rapid market demand shifts

Address the need for skilled expatriate
professionals and operators

Improve flexibility in labour market

Develop a labour market flexibility framework that adheres to
the highest international labour standards, but that enhances
the ability of the manufacturing sector to adjust their capacity in
alignment with market shifts.

4.1.2.3. Strategy 3: Align Soft infrastructure with evolving
manufacturing requirements

The third strategy to achieve a robust industry foundation is to
Align the Soft infrastructure with the evolving manufacturing
requirements. This relates to intervention areas such
as standards, accreditations and certification and the IT
infrastructure.

Mauritius needs to develop its soft infrastructure in alignment
with evolving manufacturing requirements. At one level,
this encompasses an overhaul of Mauritian standards,
accreditations, and certification processes.

This is key to not only modernising the economy, but also
to ensuring exporters can prosper in high value developed
economy markets. It is also key to levelling the playing field
for Mauritian manufacturers supplying the domestic market.
When standards are low, or enforcement of high standards
lax, the inevitable result is the inflow of sub-standard
imported products that outcompete local production. It
is critical that this is corrected, with many manufacturers
deeming the domestic market unattractive because of these
perceived practices. Also tied to this, is the need for the
Mauritian competitions authority to enforce trade practices
that provide a level playing field for local manufacturers in
the domestic market.
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Box 1: Digital Roadmap

Mauritius should develop a digital roadmap that advances the existing level of digitisation and
digitalisation within the Mauritian manufacturing sector in alignment with emerging market,
value chain opportunities and requirements. Consultations should be done with each of the
four to five major manufacturing value chains in Mauritius (clothing and textiles, medical
instruments, food processing, jewellery and FMCG) to identify their existing level of digitisation
and associated digitalisation, and then map their required position to compete more effectively

globally, regionally and locally over the next five and 10 years. This will identify the digital
technologies that the firms and the public sector need to invest in. For example, what are the
digital requirements of a textile firm relative to a food processing enterprise? What type of
digital infrastructure will Mauritius need to establish to support these firms as they embrace
industry 4.0 technologies? This is the key value of the digital roadmap. It should allow for the
prioritisation of key public investments, and also identify the types of firm-level investment

that should be supported through the MUF, the MISF, and the TII.

In addition to the introduction of more robust standards, accreditations, and certification processes, it is also recommended that
Mauritius upgrade the IT infrastructure being provided to industrial estates. This is to support the repositioning of these firms in
respect of emerging digitisation, digitalisation and associated servicification trends.

Recommendation 4

Develop domestic accreditation capabilities for domestic and international market supply and ensure associated

enforcement. More specific recommendations are made in Section 4.3 (for domestic market advancement) and Section 4.4

(for leading firms in regional and export markets).

Recommendation 5
Develop a digital roadmap for priority manufacturing sectors and ensure appropriate digital infrastructure is in place for
evolving business models.

Align Soft Infrastructure with evolving manufacturing requirements

Strategy

Intervention area

Recommendations

Align Soft Infrastructure with evolving
manufacturing requirements

Standards, Accreditations & Certification

Develop domestic accreditation capabilities for domestic
and international market supply and ensure associated
enforcement.

IT infrastructure

Develop a digital roadmap for priority manufacturing sectors
and ensure appropriate digital infrastructure is in place for
evolving business modelsalignment with market shifts.
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4.1.2.4. Strategy 4: Improve the Hard infrastructure to
international standards

The fourth strategy to achieve a robust industry foundation is
to upgrade the hard infrastructure to international standards
which relates to intervention areas such as industrial estates
and the logistics infrastructure.

There are several world-class factories in Mauritius. This
is testament to Mauritius' industrial capability. However,
there are several industrial estates that are not at required
international standards. Leading industrial estates globally
now have (at least some) renewable energy supply and water
harvesting, which is key to sustainable competitiveness
(especially when supplying high-value markets), and yet this
is distinctly lacking in Mauritius.

Recommendation 6
Review the standard of Mauritius’ industrial estates in relation to tenant production requirements and advance standards
to those of leading industrial estates globally.

Recommendation 7

limitation to their
competitiveness advancement with the public sector's “dirty”
energy supply and poor wastewater treatment damaging
their potential shift to supplying higher value, environmentally
conscious customers.

Some firms view this as a major

Firm and government interviews also highlighted that
Mauritius' logistics positioning within global value chains
has deteriorated. It was noted that fewer container ships are
operating via Port Louis and that efficiencies through the
report remain low, while its handling costs remain high. While
these have been compensated by sea freight subsidies to
certain designated ports, they are clearly deemed “second
best incentives”, with firms emphasising that greater route
frequencies and globally competitive port rates would
represent a more sustainable competitive advantage for their
Mauritian operations.

Review the parameters of the port’s operations and align costs and connectivity standards with leading merchandise ports

internationally.

Improve the Hard Infrastructure to international standards

Strategy Intervention area

Recommendations

Industrial Estates
Improve the Hard Infrastructure to

Review the standard of Mauritius’ industrial estates in relation
to tenant production requirements and advance standards to
those of leading industrial estates globally

international standards
Logistics infrastructure

Review the parameters of the port’s operations and align costs
and connectivity standards with leading merchandise ports
internationally

Courtesy: RTKnits
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4.1.3. Summary of Foundational Recommendations
The seven recommendations that are focused on repairing Mauritius' industrial foundations are summarised in Table 13. As
highlighted, most of the recommendations are coordination-based, reflecting the importance of inter-ministerial and public-
private sector engagement in responding to operating deficiencies that need to be urgently resolved - not only in relation
to Mauritius’ existing production capabilities and capacity, but in respect of building the foundations for the balance of the
industrial policy focus areas that are ultimately dependent on the base foundations remaining healthy and conducive to industrial
development.

Table 13: Industrial policy recommendations to repair Mauritius’ industrial foundations

Recommendation Type Budget impact
1. Establish a manufacturing sector skills development roadmap Coordination Funding for roadmap
Develop an expatriate permit expediting process allowing firms to L . "
2. respond to rapid market demand shifts Coordination Resourcing of expediting process
Develop a labour market flexibility framework that enhances the N
3 ability of manufacturers to adjust their capacity to market shifts Coordination None. Stakeholder engagement process
Develop domestic accreditation capabilities for domestic and Coordination; . o .
4. . . ; . Funding of accreditation capacity
international market supply and ensure associated enforcement infrastructure
Develop a digital roadmap for priority manufacturing sectors and I Funding for roadmap; and infrastructure
5. S L - . Coordination
ensure digital infrastructure is in place for evolving business models gaps
6 Review the standard of industrial estates; and advance standards to Coordination; Resources for unerading industrial estates
’ those of leading industrial estates globally infrastructure PE g
7 ngew pgrt operatlons.and allgp costs a'nd performance standards Coordination None. Engagement process with port
with leading merchandise ports internationally

4.2. SECURING UPGRADING WITHIN ESTABLISHED MAURITIAN VALUE CHAINS

4.2.1. The upgrading challenge facing established Mauritian value chains

It is essential that Mauritius builds off its existing manufacturing investments. Whilst they do not necessarily represent “low
hanging fruit”, dynamism needs to be injected into incumbent operations that appear to be in a mature or declining phase of
their lifecycle. The consequence is limited investment, and ultimately atrophy, as borne out by the last decade of Mauritian
manufacturing data. This inertia was evident in several of the factory and stakeholder engagements. There is considerable
frustration with the existing operating environment (see 4.1) and an associated lack of confidence in the future, resulting in
a “self-fulfilling prophecy” of negative sentiment, limited investment, stagnant competitiveness, limited growth, deteriorating
financial returns, and hence more negative sentiment. This negative domestic cycle sends a powerful signal to potential foreign
investors, ensuring their limited investment interest in Mauritius. By implication, it also increases Mauritius' dependence on
domestic investment. Breaking this cycle is deemed critical to the future success of Mauritius' industry policy.

Courtesy: RTKnits
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Box 2: Investment Promotion Strategy

Investment is vital for the country’s industrial growth and its economic development. For the past
12 years investment in the manufacturing sector has withered to low levels (para 2.4). In addition,
investment has been targeted mostly at low-value-added activities in the manufacturing sector.

It is, therefore, essential that investment in high-value-added activities be promoted, with a view
to reverse the prevailing declining trends. More dynamism needs to be injected in manufacturing
operations (para 4.2.1 to attract new investments that support the expansion and structural
transformation of its industrial assets (2.6.4).Unless Mauritius becomes genuinely a competitive
location for investment, no investment promotion will be of value to the country.

Restoring Investment confidence through addressing Industry foundations and Upgrading of value
chains (para 4.4.5)

To address successfully the Investment confidence level, it is important to focus on issues relating to:

- Industry foundations: namely, skill development, labour market adjustments, certification for
standards, and improvement of logistic infrastructure

- Upgrading of the value chain: allow upgrading in value chains namely, Product diversification,
Product design, Process upgrading and Higher value-added production; and

- Incentive Structure: put up an incentive structure that helps in tackling industry foundations and

support the upgrading of manufacturing capabilities through:

a) Promoting Product diversification, Process upgrading and Higher value-added production.
b) Encouraging Capital Investment
c) Promoting R&D in product and service design, product or service development, testing and
prototyping.

The GlobalValue Chain (GVC) upgrading framework represents
an invaluable guide in respect of responding to this challenge
(see Box 1). Aside from the repairing of foundations (which
in itself will build investment confidence), established firms
operating in Mauritius need to be “nudged” or incentivised into
upgrading their process, product, and functional capabilities,
and potentially shifting into new, more demanding value
chains. It is therefore vital that the key existing value chains
within Mauritius, namely clothing and textiles, food and fish
processing, medical devices and pharmaceutical products,
jewellery and SMEs, are systematically upgraded to ensure
continued industrial growth. Doing this effectively is difficult
for most manufacturers, but it is especially difficult for smaller,
less-resourced firms.

Courtesy: RTKnits
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Box 3: Upgrading within GVCs

The GVC literature identifies four types of manufacturing upgrading that cut across all sub-sectors of
activity:

1. Process upgrading, which focuses on improving the organisation of production, supply chains, and the
provision of customer services. This includes quality, environmental, and phytosanitary management
and other certification systems;the use of more advanced process technologies, including new digital
technologies; the development of technical and management skills to elevate productivity; and the
shortening of lead times and manufacturing throughput times to improve operational flexibility.

2. Product upgrading, which focuses on improving the quality, aesthetics, functionality, and other
characteristics of products being manufactured. As such, it would include the digitisation of products
manufactured.

3. Functional upgrading, which encompasses the extension of value adding functions within organisations.
This could be in relation to upstream activities, such as the manufacture of components; or in relation to
downstream activities, like R&D, sales and marketing, or in the case of digitised products, the associated
development of digitalisation services

4. Value chain upgrading, which essentially follows the establishment of advanced process, product, or
functional capabilities, and that leads to firms shifting their sales to more advanced value chain chains. A
highly relevant example of this type of upgrading would be clothing manufacturers shifting from making
basic commodity garments for retailers, to manufacturing high specification Personal Protective Equipment
(PPE) to hospitals.

Allfour of the upgrading types identified in the GVC literature are considered critical to sustainable industrial
development, with minor or major shifts in any one of the four areas leading to improved competitiveness.

Driving upgrading within the Mauritian manufacturing sector is therefore critical to building on its
foundations, and increasing capabilities (and production complexity- product/process upgrading) that will
open up domestic market opportunities, as well as regional and global exports, and finally, the ability to
embrace emerging green and Industry 4.0 technologies. Upgrading, along with the repairing of Mauritius’
industrial foundations, is therefore central to the realisation of the balance of the industrial policy plan.

Product Diversification and Design & Fashion-led production

An important concern of this industrial policy framework is the potential to achieve product diversification
including high value-added production. The various types of manufacturing upgrading listed above
accelerate the process of realising product diversification and high value-added production. It covers the
following:

Product improvement: Improving the quality, design and functionality of products being manufactured.

Process development: improving production processes, distribution system and marketing services.

Value Added: adoption of value-added production E.g. manufacture of components, R&D, sales and
marketing and enhanced digitalisation of activities.

The success of such a course of action is related to the extent the industry foundations (skills, labour,
soft and hard infrastructure) and the other pillars of the industrial policy framework (domestic production,
exports and Industry 4.0) have been addressed.
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One of the industrial policy challenges facing Mauritius is
that its suite of firm-level incentives is primarily tax-based®.
While this is not necessarily negative, it is one-dimensional,
and in Mauritius' case, it appears to have reached its limits.
Manufacturers who export are only taxed at 3%, while those
supplying the domestic market are taxed at 15%. There is a
range of tax-based incentives that then potentially render
these taxes to 0%. The problem with this incentive structure
is that once a tax incentive has rendered a firm's tax exposure
to zero there are no additional tax-based levers to encourage
firm alignment with national development objectives.

Recommendation 8
Establish a Manufacturing Upgrading Fund (MUF)

Recommendation 9

Establish a Modernisation Investment Support Fund (MISF)

Recommendation 10
Establish a Technology Innovation Incentive (TII)

These three recommendations lie at the heart of the industrial
policy incentive package being proposed. Their successful
implementation will not only support the upgrading of
manufacturing capabilities in Mauritius, but prepare firms
for the realisation of domestic, regional and global market
opportunities, as well as investment in emerging green and
Industry 4.0 technologies central to future manufacturing
competitiveness. The three incentives are unpacked in more
detail below.

4.2.2.1. Strategy 1: Promoting product diversification, process
upgrading and higher value-added production.

As indicated above one of the ways to promoting product
diversification, process upgrading and higher value-added
production is to set up the Manufacturing Upgrading Fund.

The Manufacturing Upgrading Fund (MUF) is targeted to
support established Mauritian manufacturers.Focusing on
process, product, functional, and value chain upgrading
opportunities as explained in Box 3, it is recommended that
the MUF be well resourced, and open to all manufacturers,
irrespective of their size or market orientation. Box 4 explains
the MUF in more detail.

4.2.2. Industrial Upgrading recommendations

If the Mauritian government is wanting manufacturers to
identify product, process and functional adjacencies to
their existing operations, and to respond to new value
chain opportunities requiring increasing technological or
organisational complexity as per the framework presented in
Box 4, it is essential that manufacturing upgrading be strongly
incentivised. It is therefore recommended that the Ministry
establish three major non-corporate income tax-based and
mutually supporting incentives to drive industrial upgrading
within Mauritius:

6 See Appendix C, for an overview of Mauritius’ existing suite of incentives.
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Box 4: Manufacturing Upgrading Fund (MUF)

Objective: Support industrial upgrading, in alignment with Mauritius' 2030 development plans.

Modality: Open innovation model, with individual firms, or two or more firms collaborating in a
partnership or cluster submitting support proposals to the MUF in defined windows.

Qualifying criteria: Applying firms to receive grant support for project activities that demonstrably
increase their process, product, functional or value chain capabilities over a period of up to a maximum

of five years.

Payment type: Cash grant, based on demonstrated expenditure.

Payment level: Support of up to 50% of upgrading activity project costs for large firms, and up to 75%
for small and medium sized manufacturers, with balance to be paid by firms. No in-kind contribution
from firms recognised, unless fully allocated to the project for the duration of the recipient period.

Payment limit: Needs to be substantial to break inertia at larger firms. Recommendation is MUF
support of up to Rs40 million for large firms (50% contribution), and Rs10 million for small, medium
sized and mid-market manufacturers (up to 75% contribution).

Budget: Based on 30 large firms and 70 SMEs and MMEsreceiving ceiling benefits when using the
MUF, the budget will need to be a substantial Rs 1.9 billion over five years.

Economy-wide benefits: Rs 3.3 billion in industrial upgrading activities over five years.

Promoting product diversification, process upgrading and higher value-added production.

Strategy Intervention areas Recommendations

Promoting product diversification,
process upgrading and higher value-
added production.

Product diversification, Process upgrading Establish a Manufacturing Upgrading Fund (MUF)
and Higher value-added production. (Rs1.9 billion over 5 years)

4.2.2.2. Strategy 2: Supporting capital investment to facilitate
product diversification, process upgrading and higher value-
added production

It is important to emphasise that the MUF is intended to
be used in conjunction with the two additional upgrading
recommendations. The first is a Modernisation Investment
Support Fund (MISF), which is intended to support the MUF by
supporting capital investments associated with the MUF (as well
as other investments that may not be linked to the MUF), and the
second a Technology Innovation Incentive (Tl that is intended
to support major potential technological advancements within
the Mauritian manufacturing ecosystem. The MISF is explained
in Box 5, while the Tll is explained in Box 6.
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Box 5: Modernisation Investment Support Fund (MISF)

Objectives: Nudge the ROCE (Return on Capital Employed) calculation in favour of Mauritian
investments, thereby breaking investment inertia and augmentingthe tax-based support presently
being provided; support the MUF and TIlI.

Modality: Cash grant based on capital investment levels, inclusive of investment commissioning and
direct, associated training costs.

Qualifying criteria: Demonstrated capital investment that meets the upgrading criteria set for the
MUF and/or the R&D criteria set for the TII; or that represents an entirelynew Greenfield investment.

Payment: 10% of qualifying investments, payable in two instalments of 5% each, 12 months and 24
months after the successful installation of the capital equipment.

Budget: Needs to be substantial to break inertia. Based on the required levels of capital investment
to support GVA growth to 2030 (based on annual capital investment equating to 8.52% of GVA, as
per Mauritian data for 2014 to 2018), the total budget for this recommendation is US$112 million
(Rs.4.4 billion) for the period 2020 to 2025. If continued through to 2030 in support of the NDP and
manufacturing GVA contributing 25% of GDP, the total budget would need to be US$245 million (Rs.
9.6 billion) for the period 2020 to 2030.

Economy-wide benefits: As the 10% incentive is only paid to firms making demonstrated upgrading
investments, the economy wide benefits of such a support package should be very substantial. To
achieve high income status and manufacturing sector growth to 25% of GDP Mauritius will need to
attract US$2.45 billion in manufacturing investment over the period 2020 to 2030, and US$1.12 billion

over the period 2020 to 2025. These investments would not only increase Mauritius’ manufacturing
capacity, but also support the transition to higher value-added activities.

The MUF and MISF are most likely to have the biggest impact on firms in established manufacturing sectors, like clothing and
textiles, food processing, FMCG, jewellery, and medical instruments. However, it is recommended that an open incentive model
is used, ensuring that all manufacturers benefit equally from the two incentives. Additional support can then be provided to
smaller manufacturers through the MUF, in alignment with the Mauritian government'’s focus on developing SMEs.

Support Capital investment to enable product diversification, process upgrading and value-added production

Strategy Intervention areas Recommendations

Support Capital investment to enable
product diversification, process Capital Investments
upgrading and value-added production

Establish a Modernisation Investment Support Fund -(MISF)-
(Rs. 4.4 billion to 2025; Rs. 9.6 billion to 2030)
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4.2.2.3.Strategy 3:Promoting R&D to foster product and service As the traditional definition of R&D no longer holds in an

" ;es'gln’ product orzerv_'ce development, .te:mg e pmtozpmgf increasingly digital space, it is critical that a broad definition

¢ finatrecommen at!on to sup.port " ust_ry upgrading 1s of manufacturing-linked R&D is used, including the range of
the Technology Innovation Incentive (TIl), which has a much . . . .

ot he dati ; digitaltechnologies that are emerging. These the technologies

narrower remit than the first two recommendations. [t is associated with the Internet of Things, Industrial Internet of

essential that Mauritian manufacturers are incentivised to . . . . . .
} . ) o ) Things, machine learning and Atrtificial Intelligence, digital
dynamically shift their capabilities and undertake high-value twinning, additive manufacturing, and the development of

Research and Development (R&D) activities in Mauritius, advanced materials. The Tl is explained in Box 6.
including ideation, product and service design, and product
or service development, testing and prototyping. This would
represent a powerful complement to the MUF and the MISF,
ensuring that firms are incentivised to move up the value
chain, and explore high-value market opportunities, as
well as potentially important manufacturing servicification
opportunities that could transform their business models in
Mauritius.

As per the MUF and the MISF, the sectors that are most
likely to be supported by the TIl are clothing and textiles,
food processing, medical instruments, pharmaceuticals,
jewellery, FMCG, (bio)plastics, and precision metal forming
and machining. It is therefore important that these sectors are
consulted to ensure that the R&D centre parameters framed
for them are aligned with their upgrading requirements. As an
example, the clothing and textiles industry is heavily design-
oriented and it is important that design is included in the
scope of qualifying activities.

This is presently Mauritius' most striking deficiency, with R&D
sitting at only 0.36% of GDP in 2017 (World Bank, 2019). This
places the country behind the African average of 0.42% and
some distance from its leading regional competitor, South
Africa, which spent the equivalent of 0.82% of its GDP on
R&D in 2017. Mauritius' 2017 R&D to GDP expenditure level is
moreover unchanged from 2007 levels, indicating a largely
non-dynamic local R&D environment.

Box 6: Technology Innovation Incentive (TII)

Objectives: Support broad range of physical and digital R&D activity in Mauritius; thereby bolstering the national
system of innovation; and driving value addition across the broader manufacturing ecosystem.

Modality: Reduce income tax on professionally qualified staff to zero for a period of ten years, provided they are
working in qualifying R&D centres, as approved by the TIl. This would reduce their cost to employers by 15%.R&D
centres would potentially also qualify for MUF and MISF support. To support knowledge transfer and in recognition
of Tll support, qualifying R&D centres should be obligated to provide some capacity building to public institutions,
e.g. lecturing and research support at the University of Mauritius(10 days per annum for each professional paying
no income tax).

Qualifying criteria: Formal physical and digital R&D activities in defined R&D spaces (centres) linked to
manufacturing.

The R&D centres must have clear ideation, product and/or service design and development activities that are
linked to potential future commercialisation opportunities.

Payment: No direct payment to firms. Fiscal loss associated with reduced income tax receipts, although base
income erosion is likely to be very low as the incentive will relate to lost personal income tax on R&D employment
presently not taking place in Mauritius.

Budget: No direct budgeted cost.
Economy wide benefits: Establishment of R&D capabilities, with associated technology and knowledge spillovers

into the broader economy. Attraction to Mauritius of highly qualified STEM professionals that could contribute to
the national system of innovation, and the raising of productivity.
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Promoting R&D to foster product and service design, product or service development, testing and prototyping

Strategy Intervention areas

Recommendations

Promoting R&D to foster product and
service design, product or service
development, testing and prototyping

R&D in product and service design, product or
service development, testing and prototyping

Establish a Technology Innovation Incentive (TIl) scheme

4.2.3. Summary of value chain upgrading recommendations

The three recommendations that have been identified as central to advancing the process, product, functional and broader
value chain capabilities of existing Mauritian manufacturing value chains are summarised in Table 14 below. As highlighted,
these recommendations sit at the heart of the suite of industrial policy recommendations made and require substantial fiscal
support. Critically, the three recommendations are intentionally focused on correcting the existing major weakness in Mauritius’
established support programmes for manufacturers, which is the conferring of corporate tax-benefits that ultimately have a
limited impact in a low tax operating environment (as explored in Appendix C).

The sub-sector specific diagnoses and strategies articulated in Chapter 5, and the associated sub-sector action plans presented
in Appendix D, necessarily draw heavily on these upgrading incentives, although it is critical to emphasise that the incentives
are meant to be sub-sector agnostic, and should therefore be open to all manufacturers operating in Mauritius.

Table 14: Industrial policy recommendations to upgrade Mauritius’ established manufacturing value chains

Recommendation Type Estimated budget impact
1. Establish a Manufacturing Upgrading Fund (MUF) Incentive - funding Rs1.9 billion over 5 years
. L . . Rs 4.4 billion to 2025;
2. Establish a Modernisation Investment Support Fund (MISF) Incentive - funding Rs 9.6 billion to 2030
3. Establish a Technology Innovation Incentive (TII) Inceljtlve - personal Lost personal income tax
income tax

4.3. OPTIMISING LOCAL PRODUCTION FOR THE DOMESTIC
MARKET
4.3.1. The challenge of producing for the domestic market

As a small island developing state (SIDS) Mauritius has
historically been prudent in enacting legislation strongly
incentivising merchandise exports and negotiating a set of
preferential trade agreements providing access to large,
developed economy markets. When Mauritius had a low
level of per capita income, and a small government budget,
it was essential for the economy to focus on exports, and
in reciprocation for preferential market access, to allow the
small, domestic economy to be open to unfettered imports.

However, the evidence no longer supports this one
dimensional industrial and associated trade policy position.
Mauritius' growing domestic market, which includes many
tourists and a growing middle class, representsa new “frontier”
opportunity that is being lost due to industrial and associated

trade policy dependencies that are no longer valid.

First, Mauritius had a per capita income of US$23,709 in 2018
(World Bank, 2019) when measured on a Purchasing Power
Parity (PPP) basis, resulting in a substantial shift in both the
scale and profile of the country’s consumption. This is borne
out by the surge in imports of “middle class goods" over the
last decade.

Second, manufacturing technology shifts are reducing scale
economies required for production, especially when linked to
new servicification models (Hagel, et al, 2016).

Third, Mauritius will only benefit from the emergence of
regional value chains if local manufacturers have a strong
domestic base. Firms will not export regionally to compensate
for domestic market weaknesses.

And fourth, many domestic market opportunities for
manufacturers relate to food processing and FMCG products
that are critical to food and sanitary security, as so strikingly
highlighted by the advent of the Covid-19 pandemic.
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4.3.2. Local Domestic market production recommendations
Enhance production on the domestic market
The vision for this important pillar of the proposed industrial policy framework is to enhance production on the domestic market.

This vision will be supported by the following strategies associated with several major opportunities that have been identified in
respect of enhancing manufacturing for domestic market supply:

Strategy 1: Establishment of new conformance certification for food processing and fast-moving consumer goods (FMCG, e.g.
detergents, soaps, etc.), and the legislation of circular economy opportunities.

Strategy 2: Promote Supermarket localisation advocacy, and support for the Made in Moris label.

Strategy 3: Designation of local manufacturing for selected government procurement.

Strategy.4: Support Monitoring and evaluation of PTAs, with rapid response processes for identified aberrations.

Strategy.5: Exploration of manufacturing servicification models, especially in areas where Mauritius has extremely high balance
of payments challenges, such as the automotive industry.

Each of these recommendations is unpacked in more detail below.

4.3.2.1. Strategy 1:Establishment of a Domestic market conformance certification, and legislation of circular economy opportunities
The Mauritian market for processed foods and FMCG goods has shown consistent growth over the last decade, resulting in
rapidly increasing imports of these items. Partly in response to new demand, and partly as a replacement of local production,
this has led to increasing Mauritian dependence on imports. Given the importance of improved food security to Mauritius, the
nutrition transition” that is likely to continue as a result of the country’s increasing wealth, and the importance of having FMCG
product availability in Mauritius, it is recommended that the government introduce domestic market conformance certification
for food processing and FMCG products.

This conformance certification should include green economy credentials, including full product traceability, the sustainable
sourcing of ingredients, and the recycling of packaging in Mauritius. This is partly to level the playing field for local manufacturers
who are presently disadvantaged by the uneven application of domestic production and import regulations (see Section 4.1.3),
but most importantly, it is key to ensuring Mauritius has productive capacity and capability in products that are central to the
country's food and sanitary security.

Recommendation 11

Initiate a domestic market certification process for food processing and FMCG products that encourages sustainable local
production.

Establishment of a Domestic market conformance certification & legislation of circular economy opportunities

Strategy Intervention areas Recommendations

Establishment of a Domestic market
conformance certification, and
legislation of circular economy
opportunities

Initiate a domestic market certification process for food
Conformity to local standards. processing and FMCG products that encourages sustainable
local production.

7 The nutrition transition relates to the identified shift in food consumption that occurs when societies become wealthier. At a certain point in their per capita income growth cycle,
less carbohydrates are consumed, to be substituted by proteins and fats. It is also at this point that processed foods increase their penetration of the market, thereby increasing the
role of manufacturing in the food ecosystem.
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4.3.2.2. Strategy 2: Promote Supermarket localisation advocacy, and support for the Made in Moris label
The Mauritian market for local manufacturing is becoming increasingly dominated by supermarket chains. This has the potential
to transform the consumption base of Mauritian society. Positively, by using their purchasing power, and advanced logistics
infrastructure, large supermarket chains can improve both product affordability and product availability for local communities.
Conversely, however, large supermarket chains also have the potential to displace local production through monopsonic trade
practices. Essentially, large supermarket chains can use their concentrated purchasing power in a market they dominate to
import large volumes of discounted products that not only price disciplines local producers, but that essentially displaces them.

Ensuring the potentially positive impact of supermarket growth in Mauritius is critical to the sustainability of domestic food

processing and FMCG production. It is therefore recommended that the Mauritian government mandate its Competition Authority
to closely monitor and sanction any inappropriate supermarket purchasing practices that actively undermine local production.

Recommendation 12

Ensure the Mauritian Competition Authority maintains close vigil over the purchasing practices of Mauritius’ growing
supermarket chains; and can immediately respond to evidence of monopsonic trade practices.

More positively, but still part of the process, it is recommended that the Mauritian government establish a formal advocacy
process with the supermarket chains to drive local purchases wherever this is feasible. A core part of this approach is the
potential to amplify the visibility and use of the Made in Moris label. This private sector label has widespread support amongst
Mauritian manufacturers, and it clearly has major potential as a positive identifier of Mauritian production. Tied to emerging
green economy requirements, there is also potential to tier the Made in Moris label, so that consumers are made aware of the
environmental impact of the products they purchase.

Recommendation 13
Mauritian government to amplify the visibility of local production by engaging with supermarket chains on supporting

local production potential, and by exploring support for the Made in Moris label with the private sector.

Promote Supermarket localisation advocacy and support for the Made in Moris label

Strategy Intervention area Recommendations

Ensure the Mauritian Competition Authority maintains close
vigil over the purchasing practices of Mauritius’ growing
supermarket chains; and can immediately respond to evidence
Encourage Fair purchasing practices amongst | of monopsonic trade practices.

Mauritian supermarkets/hypermarkets. Mauritian government to amplify the visibility of local

Promote Supermarket localisation
advocacy and support for the Made in

Moris label ) ! ! : )
production by engaging with supermarket chains on supporting
local production potential, and by exploring support for the
Made in Moris label with the private sector.

4.3.2.3. Strategy 3: Designation of local manufacturing for It is important to emphasise that this is fully permissible as

selected government procurement
One of the most powerful mechanisms that could be
introduced by the Mauritian government to support local
production is the designation of local manufacturing for
selected government procurement. At present, the Mauritian
government provides an advantage to local manufacturers in
public purchasing contracts, with the advantage varying by the
size of the contract and the size of the bidding manufacturers.
While these represent positive support elements for local
manufacturers, a far more powerful inducement for local
manufacturing would be secured by designating Llocal
production for selected areas of government procurement.

Mauritius has not signed the WTO Government Procurement
Agreement, and therefore has the right to designate local
production for public procurement.

Several products are likely to present themselves as major
opportunities in this regard, and it is important that these
be explored for designation. Products identified from the
fieldwork in Mauritius include processed foods (pastas,
edible oil); textiles for hospitals; soaps and detergents for
schools, hospitals, and government buildings; and clothing
and footwear for uniforms, including Personal Protective
Equipment.
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Recommendation 14

Mauritian government to investigate the designationof local manufacturing for selected government procurement
contracts.

Encourage designation of local manufacturing for selected government procurement

Strategy Intervention area Recommendation

Encourage designation of local
manufacturing for selected government | Preferential procurement for local production
procurement

Mauritian government to investigate the designation of local
manufacturing for selected government procurement contracts

4.3.2.4.Strategy 4: Support Monitoring and evaluation of PTAs, with rapid response to identified aberrations

To ensure that the rules of origin (ROO) and the strategic trade intent of regional and bilateral preferential trade agreements
(PTAs) are adhered to, it is critical that the Mauritian government bolster its Monitoring and Evaluation (M&E) of the plethora of
PTAs signed. While growing imports into the domestic market hardly featured as a major opportunity cost two decades ago,
they clearly represent a major opportunity cost now, with many locally-oriented manufacturers expressing huge concern at
the burgeoning growth of PTA-based imports that do not appear to conform to the PTA's ROOs or Mauritian domestic market
standards that are enforced on local manufacturers. Impacted Mauritian manufacturers believe that the formal government
processes to confirm and then resolve such identified aberrations are wholly inappropriate, resulting in substantial material
damage to local operations. It is therefore recommended that the Mauritian government bolster its M&E of PTAs and, most
importantly, establish a rapid response process capable of quarantining potential trade abuses while the formal resolution of
the dispute is completed.

Recommendation 15

Review Mauritius’ M&E of trade abuses, especially in respect of PTAs, and establish a remediation process that protects
local manufacturers during investigations.

Support monitoring and evaluation of PTAs, with rapid response to identified aberrations

Strategy Intervention area Recommendation
Support monitoring and evaluation of Review Mauritius’ M&E of trade abuses, especially in respect of
PTAs, with rapid response to identified | PTA signed with different countries PTAs, and establish a remediation process that protects local
aberrations manufacturers during investigations
4.3.2.5. Strategy 5: Exploration of manufacturing servicification provides citizens with a platform-based taxi service that is

models
It is critical to the future development of Mauritian
manufacturing and the domestic economy that an exploration
of manufacturing servicification models be initiated. This

located and optimised in Rwanda, and that is supported by an
advanced service workshop that ensures the VW platform-
fleet is in good running condition. Such a model has enabled
the introduction of limited vehicle assembly, improvements
to the country's mobility services, the creation of a digital
taxi-platform, and the introduction of advanced vehicle
maintenance services.

can be accommodated with the suite of upgrading support
incentives detailed in Section 4.2, but it may also require
major structural policy and regulation changes across various
government ministries, as opposed to incentivising firm-level,
supply chain, or broader cluster innovation. This represents a
major institutional challenge and sits at the heart of Rodrik's
(2004) notion of embedded autonomy.

Enabling a manufacturing servification model such as the
Rwandan example would require potential changes to a
swathe of broader legislation and narrower automotive
market regulations. To incentivise the introduction of such a
model, it may also be necessary to introduce a new excise tax
model. For example, instead of a taxi-fleet vehicle incurring all

An example of a major servicification opportunity that falls
into this category, is the potential to develop a cyber-physical
automotive value chain in Mauritius based on a model that
has been introduced in Rwanda. In Rwanda's case, this
encompasses the Semi Knocked Down assembly of a VW taxi
fleet that is then used as part of a VW-mobility platform that

of its excise taxes at the point of transfer from assembly to the
taxi fleet, the excise tax could be payable over a three or four
year period, thereby providing the service-based production
model an advantage over the standard sales model.
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Recommendation 16

Explore potential domestic manufacturing servicification models and develop appropriate market regulations that provide
an advantage for these models over standard production and/or consumption models.

Initiate exploration of manufacturing servicification models and diversification of the sector

Strategy Intervention area

Recommendations

Initiate exploration of manufacturing
servicification models and
diversification of the sector

Diversifying into manufacturing servicification

Explore potential domestic manufacturing servicification
models and develop appropriate market regulations that
provide an advantage for these models over standard
production and/or consumption models

4.3.3. Summary of Domestic Market production recommendations

The six recommendations that have been put forward as major opportunities for the scaling up of production for the growing,

and increasingly wealthy domestic market, are presentedin Table 15. As indicated, these recommendations are closely aligned
with the foundational recommendations presented in 4.1. They do not necessarily require significant funding (at least not in the
short term), but they do require careful and deliberate coordination.

The Government of Mauritius needs to strike a delicate balance between creating both large scale and niche local production

activities for consumption in the domestic market, while simultaneously ensuring that the economy remains open and
competitive. It is also critical that these recommendations are linked to the fifth focus area of these recommendations, which is
the development of an Industry 4.0 ecosystem that fosters the creation of digital-based manufacturing servicification models

that are environmentally sustainable.

Table 15: Industrial policy recommendations to optimise production for Mauritius’ growing domestic market

Recommendation Type Estimated budget impact
1 Initiate a domestic market certification process for food processing Coordination Resourcing of certification capacit
’ and FMCG products that encourages sustainable local production g pacity
5. Mauritian Competition Authority to mgmtor supermarket chain Coordination None. Stakeholder engagement process
purchases; and respond to monopsonic trade practices
Government to engage with supermarkets on supporting local N Stakeholder engagement; Made in Moris
3. . . . , . - Coordination
production, and supporting the private sector’s Made in Moris label label support
4 Government to investigate the designation of local manufacturing Coordination None. Government coordination only
for selected government procurement contracts
5 Review Mauritius’ M&E of PTAs, and establish remediation Coordination Resourcing of PTA M&E and remediation
’ processes that protect local manufacturers during investigations process
Explore potential domestic manufacturing servicification models, N Potentially substantial - but exploration
6. . Coordination
and develop market regulations that advantage these models dependent

4.4. EXPANDING REGIONAL AND GLOBAL EXPORTS
4.4.1. Mauritius’ Export Potential

Mauritius' immediate export potential is distinctive. On the
one hand the country has established export linkages for
specific products in several major developed economies
and South Africa (most notably clothing and textiles, but
also food processing, medical instruments, plastics for the
conveyancing of goods and packaging, and pharmaceuticals).
Onthe otherhand, thereis recognition of the futureimportance
of regional trade, encompassing the Indian Ocean islands and
the continued growth and development of Africa.

The challenge is that the profile of regional exports is quite
distinct from established global exports, requiring a two-
pronged set of recommendations,
strategies as outlined below:

encompassing two

- Strategy 1: Exploration of regional opportunities to boost
regional exports
- Strategy 2: Leveraging on global exports opportunities
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4.4.2. Regional Export Opportunities

It is essential that Mauritius target specific regional market
(and associated value chain development) opportunities,
as not all regional markets or value chains represent major
opportunities. In respect of regional trade, the biggest
opportunities, as highlighted in Appendix B, are the islands
of the Indian Ocean Commission (I0C), South Africa and its
immediate neighbours, and the East African Community,
centred around Kenya and Tanzania. These regional nodes
represent areas of established or potential demand.
Importantly, many of the opportunities align with Mauritius’
domestic market potential, signalling the opportunity to align
domestic market and associated production requirements
within a broader regional framework. This is especially
important to the realisation of SME regional exports, which
are stymied by regulatory differences across multiple small
markets.

Specific regional opportunities identified for Mauritius
include establishing warehousing, and direct sea and air
freight linkages to emerging I0C, EAC and Southern African
markets; the extension of risk cover to firms exploring frontier
markets (in the form of discounted credit guarantees),
and the coordination of large-scale regional value chain
developments across Mauritius' established and emerging
sectors. The realisation of these opportunities will require
careful coordination between the Mauritian government and
key firms (institutional approach), as well as country to country
trade reciprocity.

Some of the sector-specific opportunities identified from the
fieldwork in Mauritius are summarised below:
- Food processing: Opportunity for regional health safety
standards and product conformance alignment, and the
coordination of a regional food security programme.

Recommendation 17
Explore the establishment of warehousing and direct freight linkages to targeted African markets, with high potential.

Recommendation 18

- Clothing and textiles: Opportunity for the development
of regional value chains that target regional trade and
global exports (e.g. by collaborating with South Africa and
Madagascar). Key to this type of regional opportunity is
securing PTA reciprocity and adherence to regional ROO.

+ Medicalinstruments: Opportunity for Mauritius to position
itself as an assembly and distribution centre for medical
package supply into Sub-Saharan Africa. However, this will
require an institutional approach involving government
and industry engagement with global medical package
suppliers

- Jewellery: Opportunity for Mauritius to position itself as a
fine jewellery manufacturer targeting emerging regional
domestic and tourism markets.

4.4.2.1. Strategy 1: Exploration of Regional opportunities to boost
Regional exports

The exploration of regional export opportunities gives rise
to the provision of three recommendations, each of which
focuses on a specific element of the opportunity within
the region's emerging value chains. The first focuses on
establishing warehousing and direct freight linkages to
targeted markets, the most promising of which appear to be
South Africa, Madagascar, Kenya, and Tanzania. The second
relates the Government of Mauritius providing discounted
export guarantees for local manufacturing supply into high
risk markets. The third focuses on the targeted development
of specific regional value chain opportunities, with these tying
back to Mauritius' leading manufacturing value chains, and
those that have the most potential for regional growth.

Government to explore the provision of discounted export credit guarantees to support potentially high-risk market
search activities in Sub-Saharan African markets where Mauritian manufacturers do not have a track record of supply.

Recommendation 19

Target the development of regional value chains for selected manufacturing sub-sectors, including clothing and textiles,

food processing, medical instruments, and jewellery.
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Exploration of Regional opportunities to boost Regional exports

Strategy Intervention area Recommendations

Explore the establishment of warehousing and direct freight

Warehousing and direct freight linkages linkages to targeted African markets, with high potential

Government to explore the provision of discounted export
credit guarantees to support potentially high-risk market search
activities in Sub-Saharan African markets where Mauritian
manufacturers do not have a track record of supply.

Exploration of Regional opportunities to

boost regional exports Discounted export credit guarantees

Selected subsector including clothing
and textiles, food processing, medical

Target the development of regional value chains for selected
manufacturing sub-sectors, including clothing and textiles, food

instruments, and jewellery.

processing, medical instruments, and jewellery

4.4.3. Global Export Opportunities

Regional export opportunities should not be viewed as a
substitute for globalexports, but asanimportant complement.
Where Mauritian
export presence in major developed economy markets it is
essential that these are maintained. This is especially true
for the dominant clothing and textiles industry in Mauritius',
where there is potential for it to move up the value chain
into higher value market segments. As demonstrated by
countries like Turkey, it is possible to maintain large-scale
clothing and textiles exports in the context of sustained
economic development, provided industrial capabilities
are systematically upgraded. This is a key requirement to
compete in high value market segments (that, for example,
require green economy credentials), and to operate with the
speed and flexibility needed to support the in-season trading
capabilities of brick and mortar and online apparel and home
textiles retailing models.

manufacturers have an established

Beyond clothing and textiles, and per identified regional
market opportunities, there are a range of other global export
opportunities that need to be realised to support the growth
and development of Mauritian manufacturing. Opportunities
include:

- Negotiating PTA benefits in areas where Mauritius has
established competitiveness, e.g. the supply of rum into
the EU.

- Targeted warehousing and logistics (sea and air freight)
support into major existing developed economy markets
(UK, EU, and the USA), and potentially Australia and New
Zealand.

4.4.3.1. Strategy 2: Leveraging on Global Export Opportunities

The two opportunities articulated above give rise to two
global export recommendations. The first relates to the
negotiation of expanded market access to the key developed
economy markets Mauritius has traditionally supplied, as
well as Australasia (Australia and New Zealand). The second
relates to the establishment of affordable warehousing in
these economies for smaller Mauritian producers. Both
recommendations are deemed critical to reducing the
comparative cost of Mauritian supply into these high value
market, especially for smaller producers supplying the high
value domestic market space, and that have the potential to
transition to high value developed economy markets over the
next decade.

8 Itisto be noted that clothing and textiles were not covered in the Mauritian NES.
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Recommendation 20
Negotiate expanded market access to key developed economy markets, including the EU, UK, USA, and Australasia.

Recommendation 21
Explore the establishment of cost-effective, SME oriented warehousing in high value developed economy markets.

It is critical to emphasise that the clothing and textiles industry represents the major scalable global export opportunity in
Mauritius. Conversely, given its scale of operation, the decline of the clothing and textiles industry would likely undermine the
realisation of this industrial policy. It is therefore critical that this sector remain at the forefront of Mauritian industrial policy.
Specific export issues of importance to the sector include maintaining EU and AGOA access, and the provision of support for
the exploration of opportunities in emerging regional, Asian, and Australasian markets. The balance of support required by
the clothing and textiles industry is per the other recommendations: skills supply, labour market adjustments, certification,
movement up the value chain, and logistics optimisation.

The second major global export opportunity relates to the expansion of Mauritius' food processing exports. The blue economy
represents a major opportunity in this regard, with fresh and processed fish exports a particularly significant opportunity,

especially when sourced from sustainable aquaculture facilities.

The regional and global export opportunities for Mauritius' key manufacturing sub-sectors are further elaborated in Chapter 5
and Appendix D.

Leveraging on Global export opportunities

Strategy Intervention area Recommendation

. Negotiate expanded market access to key developed economy
Traditionaland new markets markets, including the EU, UK, USA, and Australasia
Leveraging on Global export

opportunities

Explore the establishment of cost-effective, SME oriented

Warehousing warehousing in high value developed economy markets

4.4.4. Summary of regional and global export recommendations
The five regional and global export recommendations are summarised in Table 16. As indicated, most of the recommendations do
not necessarily require significant funding. However, they do require extensive coordination between the public and private sectors.

Table 16: Industrial policy recommendations to optimise regional and global export opportunities

Recommendation Type Estimated budget impact
1 Explore the establishment of cost-effective warehousing and direct Coordination, Resourcing of selected warehousin
’ freight linkages to targeted African markets infrastructure g &
5. Government to explore the provision of discounted export credit Coordination Resourcing of credit guarantee discounts

guarantees to support risky market search activities in SSA markets

Target the development of regional value chains for selected
3. manufacturing sub-sectors, including clothing and textiles, food Coordination Resourcing of regional engagements
processing, medical instruments, and jewellery.

Negotiate continued market access advantages into the EU, US, and

extend to Australasia Coordination None

Explore the establishment of cost-effective warehousing in key Coordination,

developed economy markets to aid SME supply into these markets infrastructure Resourcing of selected warehousing
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Box 7: Export Promotion Strategy

Export of manufactured products has been the major driver behind the successful diversification of
the Mauritian economy during the past 50 years. Increased Investment, employment creation and
foreign exchange earnings have been the evident benefits.

However, the export figures for the past 15 years indicate the fragile export performance of the Textile
and Clothing subsector and export growth in the case of smaller manufacturing sub-sectors, like
articles for the conveyancing or packing of goods, of plastic, medical instruments, medicaments and
pasta (para 2.5).

Major permutations are occurring in the Mauritian manufactured export destinations also. Export
to France and the UK the two most important destination have dwindled while exports to regional
markets like South Africa, Madagascar, and Kenya have improved. Moreover, Mauritian export-
oriented manufacturers face the danger of being trapped in low value-added segments of value
chains.Mauritius has to restore its competitiveness to be able to perform well on the export front.

Regional Export Strategy
- The growing exports to the Sub-Saharan Africa markets (via SADC and COMESA) represent
considerable regional opportunities.
- The emergence of South Africa, Madagascar and Kenya as major export destinations is
indicative of this trend.
- Many opportunities exist in the COMESA and SADC market (para 2.6.2 and Appendix B).
- Regional opportunities exist for some selected manufacturing sub-sectors (Appendix B)
including textiles and clothing, food processing, medical instruments/ products, and jewellery.

Global Export Strategy
- Textiles and Clothing represents the major scalable global export opportunity. (para 4.4.3)
- The second major global export opportunity relates to food processing exports, namely fresh
and processed fish exports
- Global export opportunities exist in traditional and new markets including EU, UK, USA, Asian
and Australasia (para 4.4.3.1)
- Access to EU and AGOA markets should be maintained

Addressing industry foundations and Upgrading of value chains

To be able to respond positively to the above regional and global export strategies a sine qua non-
condition is to address the issues relating to:
- Industry foundations: namely, skill development, labour market adjustments, certification for
standards, and improvement of logistic infrastructure and
- Upgrading of value chain: namely, product diversification, process upgrading and higher value-
added production.
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4.5. CREATION OF AN INDUSTRY 4.0 ECOSYSTEM
THROUGH INCREASING DIGITAL AND GREEN INNOVATIONS

Industry 4.0 ecosystem
The existence of an Industry 4.0 ecosystem is a sine qua non
condition for the development of a modern and competitive
manufacturing sector. The vision of this important pillar of
the proposed industrial policy frameworks is to establish an
Industry 4.0 ecosystem.

Strategy 1: Creation of an Industry 4.0 ecosystem through
increased digital and green innovations

Mauritius is presently not well-positioned to benefit from
the rapid unfolding of digital technologies at a global level.
This is primarily due to foundational weaknesses within the
Mauritian socio-economic ecosystem, including distance
from major sources of innovation; the lack of STEM skills;
and the limited scale of the local (and regional) data market.
Critically, though, foundations can be rapidly built to take
advantage of these emerging technologies. This includes
the development of Mauritius' data market, encompassing
sovereignty over all data generated in Mauritius (i.e. securing
national data storage, in addition to or even potentially as part
of global cloud-based systems).

There is also the opportunity to extend this data reach
regionally. Mauritius is well-positioned to locate itself as a
regional data storage and platform systems management
hub for SSA. As Africa's best-run country, Mauritius is well-
positioned to guarantee the security of sensitive and
commercially valuable private data on digital platforms.

Recommendation 22

Thisis keyforthe development of manufacturing servicification
opportunities requiring both horizontal and vertical digital
platforms and a physical value chain. As per the automotive
example explored in Section 4.3.5, there may be opportunities
for Mauritius to position itself as a hub for the platform
component of cyber-physical regional value chains. There
may be further opportunities to align this emerging industrial
policy space, with the establishment of green economy
credentials for Mauritian manufacturers. The environmentally
sustainable cooling of data storage, for example, represents
a potential opportunity.

The ability to develop digital and green innovations is
partly dependent on the repairing of Mauritius' industrial
foundations, and the effective utilisation of the three core
recommendations falling into the industrial upgrading focus
area (recommendations 8-10), but it also requires a focused
institutional approach that is led by the proposed IP-EOC
that explores the establishment of active experimentation
between software and hardware innovators (both local and
foreign). The value of many of the technology disruptors lies
in their combinatorial opportunities, and it will be very difficult
to identify these on an ex-ante basis. Having an appropriate
incentive structure in place to encourage technological
while simultaneously exploring public-private
sector opportunities appears an appropriate strategy to

progress,

follow.

Establish a formal institutional process to explore Mauritian and regional cyber-physical platform development
opportunities; and to then link these opportunities to established upgrading incentives.

This approach emphasises the importance of data sovereignty
for all data generated in Mauritius, the active exploration
of data storage and platform systems management
opportunities for SSA, the exploration of green economy
solutions, and ensuring that digital and green economy
technologies qualify for the upgrading incentives. In respect
of “Industry 4.0" technologies, this relates to digitisation,
digitalisation, big data storage and analysis, virtual reality,
visual recognition, machine learning and artificial intelligence,
additive manufacturing, use of nano-technology and smart
materials, 10T and IIOT technologies, etc. In respect of green
technologies, it relates to any physical or cyber investments
that result in carbon emission reductions. These technologies
need to be prioritised for support under the MUF and the
MISF, as well as the Tll wherever appropriate.
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Creation of an Industry 4.0 ecosystem though increased digital and green innovations

Strategy Intervention area Recommendation

Establish a formal institutional process to explore Mauritian and
regional cyber-physical platform development opportunities;
and to then link these opportunities to established upgrading
incentives

Creation of an Industry 4.0 ecosystem
though increased digital and green Digital and green innovations
innovations

Ministry of Industrial Development, SMEs and Cooperatives (Industrial Development Division) & UNCTAD @
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5. SECTORAL DIAGNOSIS AND STRATEGIES™!
5.1. EOEs

Over the past decades, the Export Processing Zone (EPZ) Sector now known as Export-Oriented Enterprises (EOE) has been an
engine of economic growth for the Mauritian economy, contributing to around 4.8% to GDP with a share of 36% in manufacturing.
Exports by the Export-Oriented-Enterprises (EOE) represented 93.7 % of our manufacturing domestic exports and 63.8% of our
total exports in 2019.

The EPZ dates back to 1970, when the Government adopted an outward export-led strategy with the enactment of the Export
Processing Zone (EPZ) Act which offered a package of incentives and fiscal concessions such as tax holidays and duty-free
imports on machinery and raw materials to investors to stimulate export-oriented manufacturing companies. This choice of
strategy contributed largely to achieve the main objectives of wealth generation, creation of employment and increasing foreign
earnings. In 1971, there were already 85 enterprises operating in the EPZ sector and employing some 650 workers. Textile and
Clothing enterprises were the first enterprises to be set up in the EPZ mainly by investors from Hong Kong in addition to a few
Mauritian enterprises. The EPZ has been primarily dominated by textile and clothing enterprises. The main export markets for our
EPZ has been Europe due to LOME Cotonou Agreement and the USA on account of preferences under the AGOA. The success
story of the Mauritian EPZ model has always been a subject of admiration and even replication.

Today, the EPZ sector has evolved from primarily a textile and clothing industry to include an array of non-textile products such
as fish and fish products, jewellery, precious and semi-precious stones, diamonds polishing, medical devices, optical goods,
watches and clocks (A diagnosis of these sub-sectors are unpacked below).

Main Indicators of EOEs

The major parameters of the EOE sector in terms of number of enterprises, growth rate, contribution to GDP, share in manufacturing,
employment and exports are highlighted in the table below.

Table 17: Main indicators of the EOE Sector (2010-2019)

Main Indicators of the EOE Sector (2010-2019)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*
Number of enterprises 370 352 330 309 300 284 282 280 263 239
Annual Real Growth Rate (%) 6.4 6.1 1.4 -3 2.5 -3.1 -5.1 0.3 -4.5 -5.6
Contribution of EOE to GDP (%) 6.3 6.2 6.2 6.2 5.9 5.8 5.2 4.9 4.6 4.3
Share in Manufacturing (%) 38.0 39.5 40.0 39.3 38.9 39.0 37.3 36.8 35.9 34.2
Employment 55,826 55,646 54,583 53,663 54,813 53,601 52,602 52,172 49,866 44,160
Exports (Rs. Billion) 41.62 43.10 45.61 46.78 49.07 48.49 44.42 43.03 43.31 42.52

Source: Statistics Mauritius
* provisional

As shown in the above table, the number of enterprises in the EOE sector has decreased during the period 2010-2019, from 370 in
2010 to reach 239 in 2019. With regards to the annual real growth rate, it has known a significant drop from 6.4% in 2010 to -5.6%
in 2019. The contribution of EOE to GDP has also contracted during the past decade, from 6.3% in 2010 to 4.3% in 2019. The same
observation can be noted for the share of the EOE sector in manufacturing, starting from 38.0% in 2010 to 34.2% in 2019. A major
decrease in employment has been observed during the period 2010-2019. In 2010, employment in the sector stood at 55,826 to
fall to 44,160 in 2019.

9 Compiled by the Ministry Industrial Development, SMEs and Cooperatives (Industrial Development Division).

Ministry of Industrial Development, SMEs and Cooperatives (Industrial Development Division) & UNCTAD @
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Export Performance of the EOE

The table below depicts the total exports of the EOE sector, including the export performance of main activities such as textile
and apparel, fish and fish preparations, jewellery, watches and clocks and optical goods.

Table 18: EOE Exports 2010-2019 (Rs. Billion)

EOE Exports 2010-2019 (Rs. Billion)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*
Total EOE Exports 41.62 43.10 45.61 46.78 49.07 48.49 44.42 43.03 4331 42.52
Total Textile & Wearing Apparel 24.44 25.67 25.17 25.22 26.45 25.78 24.29 22.86 22.80 22.36
Fish & Fish Preparations 8.18 8.10 10.81 11.62 11.09 9.55 10.21 10.92 10.66 9.84
zf::ilf,’u ':':’,f;z‘e‘z &semi- 1.76 1.75 2 261 3.55 412 2.54 226 2.92 3.47
:ﬁ\‘:‘;‘i‘;ﬁ:i{’hgxgj;’:ith & 1.79 1.50 177 1.61 1.45 1.48 1.20 0.60 0.57 0.51
Watches & Clocks 0.50 0.74 0.76 0.73 0.74 0.67 0.67 0.78 0.83 0.80
Optical Goods 0.20 0.26 0.30 0.22 0.25 0.25 0.23 0.26 027 031

Source: Statistics Mauritius
* provisional

Exports in the EOE sector has known major upward and
downward trends during the period 2010-2019. Exports in the
sector which stood at Rs. 41.6 billion in 2010, continued on
an upward trend to reach a peak of Rs.49.1 in 2014. As from
2015, exports followed a downward trend, registering a slight
pickup in 2018. In 2019, exports stood at Rs. 42.5 billion. It is
to be noted that within the EOE, during the 10 years period,
exports of textile and clothing has decreased, fish and fish
preparations have remained more or less stable, pearls,
precious stones and semi-precious stones has registered

Strengths and Challenges
The strengths and challenges of the EOE sector are:

STRENGTHS

@ Industrial Policy and Strategic Plan for Mauritius | 2020-2025

a remarkable increase, while the jewellery, goldsmith and
silversmith wares have experienced a contraction. Besides,
exports of items such as Watches & Clocks and Optical Goods
have known slight increases.

The main export markets of the EOE are United Kingdom
(representing a share of 151 % of total EOE exports), USA
(13.7 %), followed by South Africa (13.5 %), France (10.8 %) and
Vietnam (6.0 %).

CHALLENGES
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The strategies for sub-sectors of the EOE have been elaborated below.

5.2. DOMESTIC ORIENTED ENTERPRISES (DOE)

Domestic Oriented Enterprises (DOE) sector has always played a crucial role in our industrial development landscape. Indeed,
after independence, to enable the country to diversify as a mono-crop economy and address the high unemployment rate
prevailing at that time, Government adopted an import substitution strategy. The strategy aimed at encouraging the setting up of
manufacturing enterprises which would cater for the needs of the local market. Since then, the industrial landscape of the countr
y has been transformed with the coming into operation of large enterprises in sectors such as food, beverages, light engineering
and, chemicals to name a few. Presently, the DOE has a share of 8.2 % in the overall economy and in 2018 it was employing some
19,837 workers. With the new configuration in the global trade arena and our commitment for tariff liberalisation, local products
have to compete on the same level playing field with those from low-cost countries. Domestic enterprises are called upon to
turn towards the export market for their survival.

Main Indicators of DOEs
The table below provides an overview of the DOE sector, depicting figures on gross output, number of enterprises, growth rate
and employment.

Table 19: Main indicators of the DOE Sector

2010 2011 2012 2013 2014 2015 2016 2017 2018
Gross Output at Basic Prices (Rs. Billion) 53.4 58 60.4 67.9 72.8 72.9 74.1 75.6
Number of enterprises 394 378 389 394 384 382 371 370 360
Annual Real Growth Rate (%) -1.4 -2.4 2.8 10.2 1.3 2.2 3.8 2.2 4
Employment 20,389 19,444 21,311 21,433 20,113 19,846 19,290 19,582 19,837

Source: Statistics Mauritius, Digest of Industrial Statistics

During the period 2010-2018, the number of DOE enterprises has fallen, from 394 in 2010 to 360 in 2018. Employment in the DOE
sector for the period 2010-2018 has followed a downward trend edging down from 20,389 in 2010 to 19,837 in 2018. Gross Output
in the sector increased during the period 2010-2017: indeed, gross output which stood at Rs.53.4 billion in 2010 increased to
Rs.75.6 billion in 2017. With regards to the annual real growth rate, in 2010 and 2011 negative figures were registered. However,
a positive trend was noted as from 2012 and in 2014, a major drop-in growth rate was recorded. Growth rates picked up in 2015
and 2016 but decreased again in 2017. In 2018, it recorded a major rise with a rate of 4.5 %.

Strengths and Challenges
The strengths and challenges for the sector are:

STRENGTHS CHALLENGES

Courtesy: Moroil
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Vision and Strategies
The Vision for the sector which is to optimise production for the local market and its Strategies have already been laid down in
Section 4.3 on Optimising Production for the Local Market. The detailed matrix for its Plan of Action is at Appendix D.

5.3. TEXTILE AND CLOTHING

The textile and clothing industry has been an engine of economic growth in the Mauritian economy, contributing for about 53%
of exports by the Export-Oriented Enterprises (EOE) sector and 36% of our total exports. The EPZ established in 1970 turned out
to be successful mainly with the setting up of textile and clothing enterprises. Indeed, the first enterprises to be set up in the EPZ
were mainly textile and clothing enterprises coming from some Hong Kong investors in addition to a few Mauritian enterprises.
The main export markets were the USA and Europe. By the 1990s, the sector started experiencing an acute shortage of labour.
This was supplemented with the importation of foreign labour from countries like India and China. The phasing out of the MFA
in 2005 threatened our advantage of preferential market access to the EU by allowing production from other low-cost countries
like India and China to enter the EU. This led to closures of major firms owned by Hong Kong nationals in the early 2000s, which
resulted in major jobs losses.

The textile and clothing sector was encouraged to go for further vertical integration like spinning and weaving activities and
to go up the market by moving away from the production of basic products. Some larger textile and clothing companies have
now delocalised their production and set up production units in Madagascar, India, China and Bangladesh. Today, the sector has

evolved from lower-end products to intermediary and higher market segments.

Main Indicators of Textile and Clothing

Table 20: Enterprises and Employment in the Textile and Clothing (Both EOE and DOE)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
No of Enterprises
EOEs 175 171 158 145 140 132 131 129 121 107
DOEs* 75 74 72 70 63 60 43 42 42 41
Total 250 245 230 215 203 192 174 171 163 148
Employment
EOEs 42,200 41,594 40,717 40,077 41,102 39,952 39,462 38,859 36,502 30,970
DOEs * 2,575 2,643 2,553 2,442 2,356 2,444 1,744 1,714 1,685 1,478
Total 44,775| 44,237 43,270 | 42,519 43,458 | 42,396 | 41,206 | 40,573 38,187 32,448

*DOEs include only large establishments here.
Source: Statistics Mauritius

The number of enterprises in the textile and clothing sector
(covering both the EOE and DOE) has decreased significantly
during the period 2010-2019 from 250 enterprises in 2010 to
reach 148 in 2019. Employment also has been on a downward
trend during the same period for both EOE and DOE sectors.
In 2010 it stood at 44,775 while in 2019 it has decreased to
32,448.

Courtesy: RTKnits
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Table 21: Exports of Textile and Clothing sector

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*
Textile yarns, fabrics and 243 3.24 2.97 3.48 3.67 3.78 3.62 3.79 3.75 4.62
made-up articles (Rs. Bn)
Articles of apparel (Rs. Bn) 23.94 23.87 23.92 23.35 24.65 25.73 23.46 20.80 20.89 19.50
Total 26.37 27.11 26.89 26.83 28.32 29.51 27.08 24.59 24.64 24.12

*provisional
Source: Statistics Mauritius

During the period 2010-2019, exports of the textile and
clothing sector experienced many ups and downs. Exports
which stood at Rs. 26.37 billion in 2010 increased in 2011, but
slightly decreased in 2012. In 2014 and 2015 exports picked
up but as from 2016 exports kept decreasing to reach Rs.24.12
billion in 2019. It is to be noted that the exports of textile
yarns, fabrics and made up articles has recorded a good
performance since 2010, with figures almost doubling in 2019
compared to 2010.

Table 22: Main Export Markets of Textile and Clothing in 2019

Export Markets Exports (Rs. Bn) Export Share (%)
South Africa 5.8 24.1
United States 4.5 18.6
United Kingdom 3.7 15.5
Madagascar 2.2 9.1
France 1.7 6.9
Netherlands 11 4.5
Source: BIU

The main export markets for the textile and clothing sector are mainly South Africa, US, followed by UK, Madagascar, France and
the Netherlands.

Processes and products

The main activities of the textile and clothing sector comprise the production of
- textile yarns and fabrics, which involve spinning, weaving, knitting and
- dyeing activities and the manufacture of wearing apparel.

As at December 2019, there were some 32 companies involved in the production of yarns and fabrics and about 112 companies
were engaged in the manufacture of wearing apparel. The production of clothing remains a predominant activity of the EOE
sector with the four main items being Shirts, T-shirts, Trousers and Pullovers/Cardigans which accounts for around 90% of the
exports of the sector. Other items include swimwear, lingerie, and babywear. Many TC enterprises produce for famous brands
such as Calvin Klein, Tommy Hilfiger, Next, Marks & Spencer, Woolworth, Edgars, Trueworth, J. Crew, Express, Eddie Bauer, Orvis,
Guess and Diesel.

Ministry of Industrial Development, SMEs and Cooperatives (Industrial Development Division) & UNCTAD @
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Strengths and Challenges
The strengths and challenges of the T&C sector are:

STRENGTHS CHALLENGES

Vision and Strategies

Vision

The vision is to re dynamise the textile and clothing sector into a modern sector driven by technology, quality, fashion,
sustainability and competitiveness and to position it as a major hub in the region. To achieve this vision, focus must be placed
on human capital, creation of a conducive business environment, investment in technology, attraction of FDI and intensification
of export promotion.

Box 8: The Model Factory

Excellence in business practices, this is the cry of the hour and the springboard for future generations
in the manufacturing sector. The model factory is not a mere vision, but a reality exemplified by
a company in Mauritius. The leadership of the factory is endowed with a multitude of virtues that
cascade down to the production floor to make the factory profitable even in these difficult times.
The handling of the personnel and the labour force extends beyond the textbook formula and takes
on a more humane approach. This no doubt boosts the loyalty of worker to the enterprise and increase
overall efficiency.

Every section of the factory breathes innovation and sustainability. Indeed, the factory has been
conceded on the principles of innovation and sustainability. It has already embraced some facets of
Industry 4.0 and is already a reference for sustainable manufacturing.

The crux of this uniqueness is that the factory does not rely on external financial support but generates
as far as possible its own financing. Yet the company is profitable.

The model factory does exist in Mauritius and it can be a source of inspiration for future manufacturing
ventures that are set up in the country. It stands indeed as the culmination of excellence in businesses
and the flagship of our manufacturing sector.

@ Industrial Policy and Strategic Plan for Mauritius | 2020-2025
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Strategies
This is translated into four strategies for the sector namely: -

+ Strategic Objective 1: Develop adequate human capital in
line with industry and market needs.

- Strategic Objective 2: Create a more enabling business
environment for the development of the sector and
promote FDI.

- Strategic Objective 3. Improve support services and
access to technology and innovation for textile and
clothing enterprises.

- Strategic Objective 4. Develop markets and strengthen
export promotion efforts.

Strategic Objective 1: Develop adequate human capital in
line with industry and market needs

Currently, the textile and clothing sector is constrained by a
shortage of skilled labour, a high dependence on expatriates
and low productivity. An important aspect of propelling
the sector to new summits is to develop adequate human
capital that shall respond to the industry and market needs.
Such a strategy will be operationalized by enhancing skills
development, facilitate the work permit process and improve
labour productivity in the sector.

Strategic Objective 2: Create a more enabling business
environment for the development of the sector and promote
FDI

Another strategic orientation is to provide a real boost to the
sector by creating a more enabling business environment to
ultimately result in more investment and FDI. The key thrusts
to attain this objective are facilitation in the supply of raw
materials, introduction of financial schemes, encouraging
sustainable production, improvement of port services,
increase in institutional support, improvement in quality
among enterprises, enhancement of the image of the sector
and encouraging R&D in the sector.

Strategic Objective 3: Improve support services and access
to technology and innovation for the textile and clothing
enterprises

Animportant strategy to re-dynamise the sector is to facilitate
the access of enterprises to technology and innovation. The
sectorisalmost 50 yearsold andit willhave to be reengineered
by adopting the latest technology from countries leading in
the sector, ensuring the availability of highly skilled experts
to sustain this technology and easing the displacement of
workers from low technology to high technology processes.
(Linked with Repair of Foundation recommendations).

Strategic Objective 4: Develop markets and strengthen
export promotion efforts

Markets are considered crucial for the survival and growth of
the textile and clothing sub-sector. This strategic objective
emphasises the necessity to improve market access locally
and globally, step up the efforts to promote and diversify
exports in traditional and emerging markets and improve the
connectivity with these markets.

The detailed matrix of the Plan of Action operationalising
these Strategic Objectives is listed at Appendix D.

5.4. FOOD PROCESSING & FISH PREPARATIONS

The Food and Fish Preparation sector is the second
performing sub-sector after textile and clothing . It comprises
processed agro-based foods (including sugar), sea-foods,
animal feed, spirits and beverages. Mauritius is active in the
production and export of processed foods such as fish and
fish preparations, sugar, wheat flour, instant noodles and pre-
cooked snacks. There are 18 companies engaged in export of
processed foods while some 99 companies are focused on
the local market.

Courtesy: Ferme Marine de Mahebourg
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Main Indicators of Food Processing and Fish Preparations

Table 23: No. of enterprises in Food Processing and Fish Preparations (EOE and NON-EOE)

Number of enterprises
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*

EOE 32 28 24 22 23 22 22 22 22 18
(out of which Fish & fish 15 12 10 10 11 10 10 10 10 9
preparations)

NON-EOE 112 117 113 111 110 106 103 104 101 929
(out of Whlch Fish & fish 3 4 ) 3 1 1 1 1 1 1
preparations)

Total 144 145 137 133 133 128 125 126 123 117

Source: Statistics Mauritius

The number of enterprises in the Food and Fish preparations sector has significantly decreased during the period 2010-2019,
starting with 144 enterprises in 2010 to reach 117 in 2019. It is to be noted that most of the enterprises are found within the non-

EOE sector.
Table 24: Employment in Food Processing and Fish Preparations
Employment

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*
EOE 4,955 4,699 4,759 4,845 5,384 5,272 5,323 5,444 5,283 5,180
(out of which Fish & fish 4,250 4,341 4,275 4,387 4,695 4,660 4,696 4,785 4,811 4,788
preparations)
Non-EOE 9,208 9,208 9,431 9,431 9,800 9,793 8,708 8,936 9,211 9,008
(out of which Fish & fish 161 176 141 167 47 65 65 65 64 64
preparations)
Total 13,458 13,549 13,706 13,818 14,495 14,453 13,404 13,721 14,022 13,796

Source: Statistics Mauritius

Employment in the sector has more or less remained stable during the past decade. In 2010, employment stood at 13,458 and by
2019, employment stood at 13,796. It is to be noted that most employment is within the non-EOE sector.

Table 25: Exports of Food Processing and Fish preparations

EXPORTS (Rs. Billion)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Total Exports 18.5 18.6 21.7 23.9 21.5 18.5 21.0 21.8 18.2 19.0
(out of which fish & fish 8.2 8.1 10.9 11.9 111 8.9 10.2 10.9 10.7 9.8
preparations)
(out of which sugar & sugar 8.2 8.4 8.5 9.7 7.9 7.2 8.3 8.5 5.0 6.8
preparations)
(out of which Fish & fish 161 176 141 167 47 65 65 65 64 64
preparations)

Source: BIU
Exports in the sector have been rather fluctuating during the period 2010-2019: exports which stood at Rs 18.5 billion in 2010

attained its peak in 2013. However, in 2014 and 2015, exports decreased significantly to pick up in 2016 and 2017. In 2018, exports
again experienced a drop but recovered in 2019 to reach Rs 19 billion.
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Table 26: Main Export Markets of fish and fish preparations in 2019

Export Markets (Rs. Mn) Rs Bn Export share (%)
United Kingdom 2.6 19.4
Spain 1.8 13.4
Italy 16 11.9
Netherlands 13 9.7
Japan 1.1 8.2
France 0.8 6.0
Source: BIU

The main export markets of the sub-sector remain the UK as the number one destination, followed by Spain, Italy, Netherlands,
Japan and France. Exports in the sector are dominated by fish preparations and sugar.

Strengths and Challenges
The strengths and challenges for the Fish and Fish preparations sector are:

STRENGTHS CHALLENGES

Vision and Strategies

Vision

The vision for the sector, which covers mainly food processing
and fish preparations, is to become an important pillar of the
economy with focus on food security, sustainable use of
locally available resources and high skilled employment.

Ministry of Industrial Development, SMEs and Cooperatives (Industrial Development Division) & UNCTAD @
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Strategies
This is translated into three strategies for the sector namely
+ Strategic Objective 1: Enhancing the capacity of the sector
- Strategic Objective 2: Upgrade technological capabilities
and improve access to finance
- Strategic Objective 3. Improve export promotion and
market diversification

Strategic Objective 1: Enhancing the capacity of the sector

Some of the constraints faced by enterprises in the sector
relate to the sourcing of raw materials, shortage of skilled
technicians and deficiency in infrastructure with regards to
waste disposaland recycling. To address these constraints, the
first strategic objective focuses on enhancing the production
and supply of agro and fish products, ensuring sustainability of
tuna supply for processing, development of skills, enhancing
the image of the sector, enhancement of institutional support
and development of appropriate infrastructure in the sector.

Strategic Objective 2: Upgrade technological capabilities
and improve access to finance

Lack of innovation and low investment in the sector have been
identified as major constraints impeding the development of
the sector. In this perspective, the second strategic objective
emphasises on fostering innovation, improving access to
finance and promotion of investment, research and innovation
in the sector.

Strategic Objective 3: Improve export promotion and market
diversification

Exports of products in this sub-sector are crucial for its
growth. It is therefore important that emphasis is laid on
how to boost our exports and at the same time expand our
market base. In this line, this third strategic objective focuses

on intensification of our exports and improving market access.

The detailed matrix of the Plan of Action operationalising
these Strategic Objectives is listed at Appendix D.

5.5. MEDICAL DEVICES, PHARMACEUTICALS AND MEDICAL
PRODUCTS (MDPM)

The Medical Devices sub-sector in Mauritius comprises five
export-oriented enterprises and one domestic-oriented
enterprise. The products include Cardiovascular balloon,
catheters, other devices for cardiovascular surgery and
oncology, silicone implants, ophthalmic prosthesis, dental
prosthesis, artificial teeth, dental fillings and bone substitutes.
These enterprises export mainly to France and India. The
sector which employs around 769 workers exported for some
Rs 1.1 billion in 2019.

Main Indicators in the Medical Devices, Pharmaceuticals and Medical Products

Table 27: Enterprises, Employment and Exports in Medical Devices

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Enterprises
EOEs 5 4 4 3 4 4 5 5 5 5
DOEs 1 1 1 1 1
Total 5 4 4 3 4 5 6 6 6 6
Employment
EOEs 288 351 396 394 440 462 524 567 635 769
DOEs 12 9 11 13
Total 288 351 396 394 440 474 533 567 646 782
Exports (Rs.bn) 0.51 0.7 0.82 0.73 0.54 0.55 0.68 0.71 0.88 1.1

*provisional

Source: Statistics Mauritius

The number of enterprises in the Medical Devices sub-sector
has remained almost the same during the period 2010-2019. In
2019, there were 6 enterprises, out of which one is domestic-
oriented. Employment in the sector has consistently been on
a rising trend, with 288 people employed in 2010 to reach 782
in 2019. Exports as well have increased exponentially during
the period 2010-2019.

@ Industrial Policy and Strategic Plan for Mauritius | 2020-2025

In 2010, exports which stood at Rs.0.51 billion continued to
increase until 2012. A drop was noted in 2013 and 2014. As
from 2015, exports have continued to rise significantly to
reach Rs. 1.1 billion in 2019.
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Table 28: Main Export Markets of Medical Devices in 2019

Export Markets Exports (Rs. Mn) Export Share (%)
France 663.3 54.3
India 376.3 30.8
United States 60.1 4.9
Iran 36.6 3.0
Germany 27.5 2.2
France 0.8 6.0
Source: BIU

France and India remain the most important export destinations, followed by the US, Iran and Germany.

Table 29: Enterprises, Employment and Exports in Pharmaceutical sub-sector

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Enterprises
EOEs 2 2 2 2 2 2 2 2 2 2
DOEs 1 1 1 1 1 1 1 - - -
Total 3 3 3 3 3 3 3 2 2 2
Employment
EOEs 61 67 62 61 63 68 67 64 66 67
DOEs 55 34 34 32 32 35 35 - - -
Total 116 101 96 93 95 103 102 64 66 67
Exports (Rs.bn) N/A 0.87 3.19 2.06 1 1.2 1.18 1.16 1.18 1.15

*provisional
Source: Statistics Mauritius

The number of enterprises in the pharmaceutical sub-sector,
has more or less remained the same during the period 2010-
2019. There was one company in the DOE sector during the
period 2010-2016, but it ceased operations as from 2017. As at
now, there are only 2 enterprises. Employment has decreased
from 116 persons in 2010 to 67 persons in 2019.

Exports have increased significantly during the period 2011-
2019. Exports which stood at Rs.0.87 billion in 2011, increased
exponentially in 2012. A drop was noted in the years 2013 and
2014. However, exports picked up during the period 2015-
2019, except for a fall observed in 2017 and 2019.

Courtesy: Natec
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Strengths and Challenges
The strengths and challenges for the Medical Devices sub-sector are:

STRENGTHS

CHALLENGES

Vision and Strategies Strategies

Vision This is translated into five strategies for the sector namely:

The vision for this sector which covers Medical Devices as
well as Pharmaceuticals and Medical Products is to become a
competitive and innovation-based high-tech sector driven by
a solid thrust for excellence. In order to achieve this vision, the
sector will have to be given a boost, through a proper legal
framework and other support in key areas.

- Strategic Objective 1. Develop an enabling legal and

regulatory framework for the sector.

+ Strategic Objective 2: Boost the organization of the sector

and encourage integration and collaboration.

- Strategic Objective 3. Develop appropriate skills and

competencies and foster research and innovation.

- Strategic Objective 4: Provide a more enabling business

environment for the development of the sector and to
facilitate FDI inflow.

+ Strategic Objective 5. Develop markets and strengthen

@ Industrial Policy and Strategic Plan for Mauritius | 2020-2025

export promotion efforts.
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Strategic Objective 1: Develop an enabling legal and
regulatory framework for the Medical Devices sector

An important strategic objective for the sector is to develop
an appropriate legal and regulatory framework specific to
the sector. Some steps have been taken, but more efforts
have to be put to allow the sector to take off. To implement
these strategies, the Steering Committee set up to monitor
this sector has to be re-dynamised to follow on all actions to
be taken.The National Quality Infrastructure (NQI) should also
raise its level to international standards, otherwise, the sector
will not thrive. The Government in the Budget 2020-2021 has
earmarked funds to upgrade the NQI. These projects should be
implemented as a matter of urgency as they could unlock the
potential of the sector and create investment opportunities. It
is essential to upgrade and strengthen the different support
institutions in line with international practices.

Strategic Objective 2: Boost the organization of the sector
and encourage integration and collaboration

This second strategic objective seeks to boost the
development of the sector in Mauritius by ensuring that the
proper infrastructure is put in place and the right operators
identified. Budget 2020-2021 has also earmarked important
funds to develop this sector, especially the pharmaceutical
sector. The concept of pharmaceutical village has to be
reviewed and re-formulated to this effect. Another area to be
addressed to attain this objective is to establish synergies
with all support institutions.

Strategic Objective 3: Develop appropriate skills and
competencies and foster research and innovation

To increase the potential for product diversification and
ensure the sustainability of the industry, much importance will
have to be given to the building of knowledge and generation
of necessary research. To achieve this objective focus should
be on the alignment of the education infrastructure with
the requirements of the industry by engaging discussions
between sector professionals, research and academia and
by gradually translating the industry needs into academic
offerings. In addition to boost innovation, specific R&D
programmes targeting different parts of the sector should be
elaborated and studies to upgrade research infrastructures
in the country be initiated. It is equally important that the
measures aimed at boosting innovation obtain the appropriate
level of intellectual property protection.

Strategic Objective 4: Provide a more enabling business
environment for the development of the sector and to
facilitate FDI inflow

The sector which dates back to some years has been stable
in its development. It has not registered many new entrants.

The business environment is, therefore, a critical factor
for the expansion of the sector as it plays a key role in the
manufacturers’ decision-making
Significant efforts should, therefore, be made to create a more
enabling environment for the sector and to promote foreign
and domestic investment.

investment process.

To operationalise this strategic objective, it is important that
the awareness exercise carried out among relevant officers
to ease procedures, especially in the import and health
compliance segments be maintained. Another component
under this strategic objective is to create a more enabling
business environment, through incentives. Budget 2020-
2021 has granted several incentives for the sector and these
incentives need to be implemented. In addition, financial
institutions need to be made aware of the potential of the
sector to ensure easy and timely access to finance for
businesses. Attention should also be given to improving the
quality of the support provided by support institutions to
prospective foreign direct investors.

Strategic Objective 5: Develop markets and strengthen
export promotion efforts

This strategic objective is meant to ensure greater market
access for the Mauritian manufacturers, including easing
entry conditions to the domestic market. In order to make
the sector more known internationally, a key step is to ensure
structured export development and promotion efforts. Market
opportunities exist for the sector, particularly, with booming
demand from BRIC countries, but customs duties and taxes
imposed by key trading partners on Mauritian exports affect
the competitiveness of the industry and impede export
development.

The detailed matrix of the Plan of Action operationalising
these Strategic Objectives are listed at Appendix D.

Courtesy: Natec
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5.6. JEWELLERY & RELATED ARTICLES

Jewellery is the third-largest subsector after textile and clothing and fish and fish preparations. It comprises both export-oriented
and domestic-oriented enterprises. The main products in the sector comprise mostly of pearls, precious/ semi-precious stones,
and jewellery, goldsmith & silversmith wares. The jewellery export sector comprises 12 large enterprises employing 991 workers
and includes enterprises involved in cutting and polishing of diamonds as well as other precious stones such as sapphire, ruby
and emerald. Some enterprises are producing imitation jewellery from base metal and other materials such as plastic, glass,
shell, wood, artificial pearls and beads. The domestic-oriented jewellery sector consists of 10 large enterprises and employing
some 225 workers. (According to the Assay Office,in the domestic-oriented jewellery sector, there are 590 registered jewellers,
including 425 manufacturers, employing some 2,124 workers. These jewellers supply mainly gold and silver jewellery such as
rings, necklaces, bracelets, and other ornaments to domestic clients.)

Main Indicators in Jewellery and Related Articles

Table 30: Enterprises and Employment in Jewellery and Related Articles

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Enterprises
EOEs 32 26 19 17 15 15 14 14 13 12
DOEs* 12 19 17 15 13 11 14 14 9 10
Total 44 45 36 32 28 26 28 28 22 22
Employment
EOEs 1,457 1,311 1,156 1,253 1,254 1,321 1,067 1,029 997 991
DOEs * 284 738 693 456 241 236 288 275 212 225
Total 1,741 2,049 1,849 1,709 1,495 1,557 1,355 1,304 1,209 1,216

*DOEs include only large establishments here.
Source: Statistics Mauritius

The number of enterprises in the jewellery sector has been on a decreasing trend over the period 2010-2019. In 2010, there were
44 enterprises and this figure has decreased significantly to reach 22 enterprises in 2019. Out of the 22 enterprises, 12 are export-
oriented. Employment has also been on a downward trend: falling from 1,741 in 2010 to 1,216 in 2019.

Table 31: Exports of Jewellery and Related Articles

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Jewellery, goldsmiths' & 2.08 1.82 1.88 1.67 1.52 1.54 1.29 0.65 0.64 0.56
silversmiths' wares (Rs. Bn)
Pearls, precious & semi- 1.83 1.8 2.03 2.7 3.61 4.18 26 2.36 2.93 35
precious stones (Rs. Bn)
Total Exports in Jewellery 3.1 3.62 3.91 4.37 5.13 5.72 3.89 3.01 3.57 4.06
sector (Rs. Bn)

*provisional
Source: Statistics Mauritius

Exports, in the jewellery sector, has experienced an average
increase of around 3.8% over the period 2010-2019. This rise
is mostly dominated by exports of pearls, precious & semi-
precious stones. During this period exports peaked in 2015.
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Table 32: Main Export Markets of Jewellery and Related Articles in 2019

Export Markets Exports (Rs. Bn) Export Share (%)
Vietnam 2.51 63
Belgium 0.46 11
USA 0.42 10
Switzerland 0.32 8
France 0.20 5

Source: BIU

The main export markets of the sector are Vietnam, followed by Belgium, the USA, Switzerland and France. The export enterprises
supply clients in Europe and the U.S, largely through their parent companies. One of the major enterprise exports semi-polished
diamonds to Vietnam for further processing which are then re-exported to the parent company in Europe. The total exports of
the three main foreign companies account for more than 85% of the total exports of jewellery in the EOE sector.

Strengths and Challenges
The strengths and challenges for the sector are:

STRENGTHS CHALLENGES
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Vision and Strategies

Vision

The vision is to steer the jewellery sector into new skills,
innovation and technology growth path and embedding of
innovation and technology. To realise this vision, the sector
needs to be re-engineered to focus on skills development,
support and technology and export promotion.

Strategies
This is translated into three strategies for the sector namely: -
- Strategic Objective 1: Develop adequate human capital in
line with industry and market needs.
+ Strategic Objective 2: Improve support services and access
to technology and innovation for jewellery enterprises.
- Strategic Objective 3: Strengthen visibility and recognition
of Mauritian jewellery on international markets.

Strategic objective 1: Develop adequate human capital in
line with industry and market needs

The major challenge faced in the jewellery sector is the
unavailability of skilled labour in certain specialised field
of activities. In this line, the first strategy emphasises the
development of adequate human capital which will match
the industry needs. The focus areas will be the upgrading of
provision of training for the sector, enhancement of the quality
of training at the level of enterprises and the recruitment of
foreign labour will be facilitated.

5.7. OTHER MANUFACTURING SECTORS

Strategic objective 2: Improve support services and access
to technology and innovation for jewellery enterprises

The competitiveness of the jewell