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LETTER OF TRANSMITTAL

BANK OF MAURITIUS
P. 0. BOX NO. 29
PORT LOUIS

MAURITIUS.

4th July 1978

The Honourable Sir Veerasamy Ringadoo, ki, M.L.A.,
Minister of Finance,

Government House,

Port Louis,

Sir,

I have the honour to forward herewith the tenth Annual Report of
the Bank for the year ended the 30th June, 1977. The Report includes a
copy of the Balance Sheet and of the Profit & Loss Account of the Bank

and a Report on its operations in respect of the year 1976-77.

I have the honour to be,
Sir,

Your obedient Servant,

G. Bunwaree

Governor
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PART | — REVIEW OF THE ECONOMY

I. INTRODUCTION

The gross national product at current prices rose from Rs 3,713 niillion in 1976 to
an estimate of Rs 4,175 million in 1977. Despite the continuation of lower sugar prices and
a decline in sugar production from 689,932 tons in 1976 to 665,435 tons in 1977, the tempo
of investment activity was maintained at a significantly high level. The ratio of gross domestic
fixed capital formation to gross national income was 39 per cent in 1976 and is estimated at
40 per cent in 1977. This indicates that the proportion of investment to gross national product
which had risen during the sugar boom has been maintained at a very high level even in 1977.
The following table outlines the position. :—

Table I.1. Gross National Product and Investment

1971 1972 1973 1974 1975 1976 1977*

(1) Gross Domestic Fixed Capital | |

Formation (Rs million) ... 184 | 229 480 750 1,138 1,450 | 1,650
|
(2) Gros National Product ...| 1,023 1,281 1,666 2,957 | 3,107 | 3,713 4,175
(Rs million)
(3) (1) as a percentage of (2) 18 18 29 25 37 39 40

|

* Estimated

Source : Central Statistical Office, Government of Mauritius.

On the external front the balance of payments deficit of Rs 500 million in 1976 was
followed by a deficit of Rs 330 million in 1977. The large deficit in 1976 was largely a technical
deficit because of the short-term capital flows attributable to changes in the timing of realisation
of sugar proceeds. Adjusting for the various trade credit items relating to sugar, the balance
of payments deficit rose from Rs 130 million in 1976 to Rs 350 million in 1977. The worsening
of the balance of payments deficit in 1977 is accounted for largely by the rising demand for
imports.

The domestic credit expansion during the year* was 45.5 per cent but the expansion
in money supply was only 26.1 per cent largely because foreign exchange reserves declined by
52.4 per cent. The contractionary effect of the decline in foreign exchange reserves was also
reflected in a relatively small increase in prices of only 7.6 per cent. Table 1.2 below shows the
changes during the year for certain select indicators.

* Unless otherwise stated © year ’ means the financial year 1st July, 1976-30th June, 1977.






(Rs. million)

SELECTED INDICATORS
2100 12100
1800 1800
1500 1500
1200 / 1200
9200 '900
4
"4
#
4
.///
e 600
600 /
300 300
3 1 v v ] ] i ' ' ] 1 ] [] (] (] i L] 1
J S D M D M J S D M S D M J S D M J
1972 —) € 1973 ) — 1974 ? ¢ 1975 ) € 1976 — — 1977

Total Domestic Credit

Money Supply

~— Net Foreign Assets






Table I1.1 Direction of Exports of Sugar
(Metric Tons)

Country of Destination 1974 1975 1976
United Kingdom .| 390,331 444,485 479,412
Canada ... ...| 166,202 26,977 40,469
US A .. 40,051 23,470 25,046
Iran 26,078 — —
Iraq 22,661 — —
Sudan 12,192 — —
Indonesia ... 5,250 — —
Somalia ... 5,000 — —
Seychelles ... s 600 1,900 996
Italy — — 5,000
Rwanda ... | — 591 —
Afghanistan e 22 —
Yemen - — 9
Others 21 9 —
TOTAL ...| 66&,386 497,454 550,932

Source : Customs and Excise Department, Government of Mauritius

Total sugar production for the 1977 crop was 665,435 tons tel quel. This relatively
low level of production is the result of damage caused to the sugar cane fields by the scale insect
pulvinaria iceryi which reduced production by an estimated 25,000 tons. On the basis of this
estimate, the total supply of sugar exportable from the beginning of 1977 amounts to 840,385
tons, as shown in Table II.2 below :—

Table II. 2. Exportable Supplies of Sugar : 1977

(Tons)
1976 crop carry-over as on 31st December, 1976 ...| 214,950
1977 crop (excluding local consumption*) ...| 625,435
Total Exportable Supplies ...| 840,385

* Domestic consumption requirements are estimated at 40,000 tons per annum.

Source : The Mauritius Chamber of Agriculture.

World sugar production is estimated to have increased by 7.0 per cent from 82.8 million
tons in 1975-76 to 88.6 million tons in 1976-77*. The estimate for consumption shows an

* The split year for world sugar production and consumption refers to the September/August period.
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increase of 3.5 per cent from 79.9 million tons in 1975-76 to 82.7 million tons in 1976-77. Exports
in 1976-77 are estimated at 26.9 million tons as compared with 23.4 million tons in 1975-76.
The excess of world production over consumption increased final stocks at the end of August
by 26.9 per cent between 1976 and 1977. Final stocks at the end of August, 1977, amounted
to 26.1 million tons representing 31.6 per cent of consumption ; at the end of August, 1976
closing stocks were 20.6 million tons representing 25.7 per cent of consumption. The increased
initial stocks for the year 1977-78, together with prospects of at least a moderate increase in
production and no unusual growth in consumption, point to a weak world market continuing
into 1977-78. The price of raw sugar on the London Terminal Market in 1977 fluctuated be-
tween £ 85 and £ 150 per ton.

Preliminary estimates point to an increase in world production of sugar of 3.0 per
cent from 88.6 million tons in 1976-77 to 91.3 million tons in 1977-78. Despite some accelera-
tion in consumption, mainly in developing countries, the trends point to a build-up in stocks
in 1978. The coming into force of the new International Sugar Agreement is expected to be
a significant step towards the stabilisation of sugar prices. The new Agreement is expected
to establish floor and ceiling prices between a range of 11-21 U.S. cents per pound by the use of
basic quota entitlements restricting exports and by the creation of reserve surplus stocks kept
off the market. The reserve stocks would be financed by a levy on exports with financial assis-
tance being provided to low income countries to help them pay the levy and storage costs.
The annual quota for Mauritius under the Agreement is 175,000 tons.

Tea

Relatively favourable weather conditions during 1976 made possible a good tea crop
of 4.3 million kilos as against 3.1 million in 1975 and 4.0 million in 1974. This increased pro-
duction resulted in a recovery in the exports of tea to 3.3 million kilos ; this represents an in-
crease of 0.2 million kilos over the 1974 level of 3.1 million kilos and a full 1.2 million kilos
over the 1975 level of 2.1 million kilos. Tea exports increased in value at a rate higher than
the rate of increase for volume of exports because of the higher prices obtained in the second
half of 1976. There was a spurt in tea prices in the first half of 1977 and hence earnings from
tea in 1977 are expected to be substantially above those in 1976.

Table I1.3 below gives details of tea production and exports during the period 1973-1976.

Table 11.3. Area, Production and Exports of Tea

1973 1974 1975 1976

Area ("000 arpents) w121 12.9 13.1 13.3
Production (million kilos) 4.1 40 3.1 4.3
Export (million kilos) ... 35 3.1 2.1 33
Value of Exports (Rs million) ...| 189 19.7 16.0 29.2

Source : Tea Board.

Other Agricultural Production

There was a fall in the production of tobacco from 805 tons in 1975-76 to 700 tons
in 1976-77 and the fall was attributable mainly to adverse weather conditions. The policy of
agricultural diversification is being continued and an attempt is being made to increase the
output of a number of food crops. In 1976 there was a notable increase in the output of bananas,
pineaples, potatoes and onions,
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Table IV.10. Trends in Principal Ratios of Commercial Banks

June 1976 December 1976 June 1977
Amount | Percentage Amount |Percentage | | Amount |Percentage
Rs milllon) (Rs million) (Rs million)
Commercial Bank Credit of
which : ... 893.4 64.5 1,141.8 77.6 1,285.9 81.6
(a) Exempted Categones 270.5 19.5 358.1 24.3 379.0 24.0
(b) Other 622.9 45.0 783.7 53.3 906.9 57.6
Ciaims on Government 402.2 29.0 247.0 16.8 217.7 13.8
(a) Treasury Bills ... 2.5 0.2 — — 11.3 0.7
(b) Securities 399.7 28.8 247.0 16.8 206.4 13.1
Cash and Balances w1th Bank
of Mauritius 169.8 12.3 182.0 124 201.7 12.8
Aggregate Private Sector De-
posits ... . ...| 1,385.1 100.0 1,471.0 100.0 1,576.3 100.0
(a) Demand 450.2 325 506.5 34.4 555.9 35.3
(b) Time and Savmgs . 9349 67.5 964.5 65.6 1,020.4 64.7
Borrowings from the Bank of | |
Mauritius . 7.5 0.5 | 10.2 0.7 | 20.0 13
Bills Rediscounted with the | I
Bank of Mauritius ... 14.8 Ly 15.4 1.0 | 10.9 0.7
| | I
Note : The percentages are a proportion of Aggregate Private Sector Deposits.
Table IV.11. Commercial Banks — Selected Indicators
(Rs million)

June | Dec. | June | Dec. | June | Dec. | June | Dec. | June

1973 1973 1974 | 1974 | 1975 | 1975 | 1976 | 1976 i 1977
Reserves 26.2| 56.7| 50.1|155.6 | 124.4 | 190.1 | 169.8 | 182.0 | 201.7
(a) Cash in hand .| 10.8| 258 | 17.8| 42.8| 20.0| 556| 37.8| 549 | 67.4
(b) Balances with Bank of Maurmus 154 | 309 | 32.3|112.8(104.4|134.5|132.0|127.1 1343
Foreign Assets 22.2| 253 232 358 | 214 543 | 363| 349 | 412
(a) Balances with Banks Abroad...| 12.8 | 139 10.8| 24.5| 10.8| 41.9| 18.8| 13.8| 259
(b) Foreign Notes and Coins 1.6 2.7 1.3 3.1 1.6 3.9 1.8 4.0 2.8
(c) Foreign Securities ... 2.0 2.0 2.0 2.0 20 2.0 2.0 2.0 2.0
(d) Foreign Bills Discounted 5.8 6.7 9.1 6.2 7.0 6.5| 13.7| 151 10.5
Claims on Governmeat ... 134.0 | 145.4 | 104.4 | 479.4 | 214.1 | 518.7 | 402.2 | 247.0 | 217.7
(a) Treasury Bills . o= 3.0 8.0(144.2| 17.6 | 126.2 25| — 11.3
(b) Investment in Govt. Securities... | 134.0 | 142.4 | 96.4 | 335.2 | 196.5 | 392.5 | 399.7 | 247.0 | 206.4
Claims on Private Sector 421.2 | 536.5 | 503.0 | 594.3 | 710.5 | 743.6 | 893.4 (1141.8 [1285.9
(a) Loans and Advances .| 352.4 | 388.4 | 420.7 | 463.5 | 611.9 | 609.9 | 761.9 | 992.7 1075.9
(b) Bills Discounted and Recexvablc 62.6 | 141.7 | 749 |122.8| 89.8|124.6 |121.6 | 138.9 | 199.6
(c) Local Investments . . 6.2 6.4 7.4 8.0 8.8 9.3 99 102! 104
Total Private Sector Deposits 498.8 | 640.9 | 593.4 (1224.3 | 972.2 (1423.0 (1385.1 1471.0 I1576.3
(a) Demand Deposits ... 193.3 | 265.0 | 219.7 | 468.8 | 380.6 | 530.2 | 450.2 | 506.5 | 555.9
(b) Time Deposits 168.7 [ 210.0 | 185.7 | 512.1 | 297.3 | 512.6 | 493.6 | 450.9 ' 460.4
(c) Savings Deposits 136.8 | 165.9 i 188.0 | 243.4 | 294.3 | 380.2 i 441.3 | 513.6 A 560.0

|
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Mobilisation of Resources

With the opening of two new bank branches in rural areas, the total number of branches
rose to 57 as at the end of June, 1977.

During the year under review there was an increase in demand deposit accounts,
savings accounts and time deposit accounts. The following table shows the growth in these
deposits during the period March, 1972 — March, 1977.

Table IV.12. Number of Accounts

No. of Demand | No. of Savings No. of Time
March Deposit fccounts Deposit( Sccounts Deposit ?ccaunts
1972 ... 20,962 86,726 4,610
1973 ... 22,277 111,282 5,925
1974 ... 25,881 142,193 6,874
1975 ... 28,845 173,628 9,467
1976 ... 30,331 203,971 12,460
1977 ... 34,409 238,749 14,590

Table IV.13 shows the trends in commercial banks deposits in recent years. Between
December, 1975, and December, 1976, total deposits with the commercial banks increased from
Rs 1,433.1 million to Rs 1,475.5 million. In other words, deposits increased by only 3.0 per
cent in 1976 as compared with 16.1 per cent in the previous year. Demand and time deposits
fell respectively by Rs 29.6 million and Rs 61.4 million, while savings deposits registered a sub-
stantial increase of Rs 133.4 million during 1976. Total deposits as a proportion of gross
national product declined from 46.1 per cent in 1975 to 39.7 per cent in 1976. The slow-down
in the rate of increase in total deposits with commercial banks in 1976 is attributable to the
lower sugar prices and the delays in the realisation of sugar proceeds.

Table IV.13. Trends in Deposits*

(Rs million)

End December | Demand Deposits | Savings Deposits | Time Deposits Total Deposits Total Deposits
as a percentage
) ) 3) @=0+2)+3) of GNP
1972 203.7 118.7 131.2 453.6 36.2
1973 270.9 165.9 210.2 647.0 38.8
1974 473.5 243.4 517.1 1,234.0 41.8
1975 538.9 380.2 514.0 1,433.1 46.1
1976 509.3 513.6 452.6 1,475.5 39.7

* Include Government deposits.
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As shown in table IV.11 above there was a diverse trend in various types of deposits
between June, 1976, and June, 1977. Demand deposits increased from Rs 450.2 million to
Rs 555.9 million, an increase of 23.5 per cent while savings deposits rose from Rs 441.3 million
to Rs 560.0 million, an increase of 26.9 per cent. Time deposits, however, fell from Rs 493.6
million to Rs 460.4 million, a decline of 6.7 per cent.

Commercial Banks’ Credit to the Private Sector
The rate of increase in commercial banks’ credit to the private sector has fluctuated

widely in recent years. The rate decelerated in 1975, but increased rapidly in 1976 and in the
first six months of 1977 as the following table shows :—

Table IV.14. Trends in Credit to the Private Sector

(Rs million)

Percentage
Monthly Total Increase in (1) Increase in (1)
Average Credit* | over the previous | over the previous
year's level year’s level
(¢)] 2 3
1974 6103 180.6 420
1975 718.7 108.4 16.7
1976 922.1 203.4 28.3
1977 1,257.8@ 335.7 36.4

* Commercial banks’ credit including bills rediscounted with
the Bank of Mauritius.

@ The figures for 1977 relate to the average for the first six
months, and the increase is over the average for the calendar
year 1976.

Time and savings deposits can be considered to be the medium-term liabilities of
the commercial banks and prudent banking would require that commercial banks keep the
amount of bank credit (which in a sense is the illiquid portion of commercial banks’ assets)
at a level which is not substantially above the level of time and savings deposits. In 1976,
the monthly average level of bank credit was Rs 922.1 million while time and savings deposits
averaged Rs 984.2 million ; thus the time and savings deposits were in excess of bank credit.
In contrast during the first half of 1977, the monthly average level of bank credit was Rs 1,257.8
million, while the monthly average level of time and savings deposits was Rs 1,023.1 million,
that is, bank credit was well in excess of time and savings deposits. In this context, it would
appear necessary that any further extension of bank credit by commercial banks should be
contingent on their mobilising time and savings deposits.

Sectoral Distribution of Credit

The structural pattern of credit distribution to the private sector underwent important
quantitative changes during the year ended June, 1977. Table IV.15 shows the direction and
dimension of changes in the sectoral deployment of credit.
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The sugar sector experienced an acute shortage of liquid funds for financing its inter-
crop activities. Its share in total credit increased substantially from Rs 99.1 million in June,
1976, to Rs 262.9 million in June, 1977, or from 11.2 per cent to 20.7 per cent. The share
of ¢« Other Agriculture * in total credit increased from Rs 30.5 million in June, 1976, to Rs 43.6
million in June, 1977, an increase due mainly to the diversification programme launched in
agriculture.

Table IV.15. Distribution of Commercial Banks’ Credit to the Private Sector
(Rs million)

June December June
1976 1976 1977

1.  Sugar 99.1 170.5 262.9
(11.2) | (15.1) (20.7)

2. Other Agriculture 30.5 ‘ 32.7 43.6
(3.5 | 29 (3.4)

3. Other Industries and Manufacturers ... 405.0 i 489.9 540.7
(45.8) | @433 | (42.6)

4.  Traders 223.9 272.6 258.3
(25.3) (24.1) (20.4)

5.  Personal and Professional ... 829 ' 94.3 97.2
9.4) 8.3) (7.7)

6. Stock Brokers ... 1.2 1.0 1.2
(0.1) 0.1) .1

7. Public Bodies ... 19.2 27.1 24.8
(.2) (2.4) (2.0)

8.  Financial Institutions 79 23.3 11.8
(0.9) .0 (0.9)

9.  Other Customers 13.9 20.2 28.6
(1.6) (1.8) 2.4)

10.  Total* 883.6 1,131.6 1,269.1
(100.0) (100.0) (100.0)

11.  Bills Rediscounted with the Bank of Mauritius ... 14.8 1 15.4 10.9

\

12.  Total Credit to the Private Sector (10 + 11) 898.4 | 1,147.0 | 1,280.0

13.  Credit to Exempted Categories** 266.6 | 358.1 | 379.0

* Includes loans, advances, bills discounted and bills receivable but excludes investments in the private
sector.

** Credit to exempted categories is defined as credit to EPZ/DC Units, and loans for cyclone reconstruction
and educational purposes.

Figures in brackets are percentages to the total.

Credit to ¢ Other Industries and Manufacturers increased from Rs 405.0 million
in June, 1976, to Rs 540.7 million in June, 1977, that is an increase of 33.5 per cent as compared
with the increase in the previous year of 34.8 per cent. A considerably large part of credit
to this sector was accounted for by EPZ/DC industries which are exempted from credit ceilings ;
in fact, the increase in credit to EPZ/DC industries was 41.2 per cent during the year.
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The share of the trade sector in total credit fell from 25.3 per cent to 20.4 per cent
between June, 1976, and June, 1977, though credit to traders actually increased from Rs 223.9
million to Rs 258.3 million. However, between December, 1976, and June, 1977, credit to
traders declined in both absolute and relative terms, the slow-dowr during the first six months
of 1977 being attributable to the introduction in March, 1977, of two measures, namely the
35 per cent import deposit scheme and the sub-ceiling on credit to traders.

Central Bank Credit to Commercial Banks

Central bank credit results in an expansion of the cash base of the commercial banks
which enables them to increase credit to customers. During the period July, 1976, to June,
1977, the commercial banks made sizeable use of central bank credit. The average level of
central bank credit rose to a peak of Rs 82.7 million in April, 1977. During the period April-
June, 1977, the central bank provided certain special facilities to commercial banks to enable
them to accommodate the upsurge in the demand for credit from the sugar sector.

Daily advances at the Bank Rate averaged Rs 5.3 million in July, 1976, but this level
fell to Rs 4.4 million in June, 1977. The average level of daily advances over the months fluc-
tuated between a low of Rs 3.8 million in November, 1976, and a high of Rs 7.0 million in
April, 1977. Advances at twice the Bank Rate were generally negligible during the year except
in the month of November when the daily average was Rs 2.7 million.

The Bank of Mauritius provided, from time to time, credit under special arrangements
to enable banks to cope with sudden increases in the demand for credit from the sugar sector.
In October, 1976, the banks were permitted to rediscount bills relating to sugar for a short period
of three weeks. A temporary sugar facility was introduced at the end of March, 1977, and
under thisnew arrangement advances were granted to commercial banks against the collateral
of Government securities at 74 per cent. These advances reached a peak of a daily average
of Rs 22.0 million in April but later declined to Rs 15.5 million in May and further to Rs 6.2
million in June. Since this special facility was not sufficient to meet the credit requirements
of the sugar sector, additional advances were granted at 9} per cent and these advances averaged
Rs 8.8 million in April and Rs 1.7 million in May. Finally, in April, 1977, the special line of
credit of Rs 10 million already consented by the central bank to the Mauritius Co-operative
Central Bank was utilised by the latter to the extent of Rs S million at 4 per cent.

The daily average value of bills rediscounted (other than sugar) rose from Rs 14.6
million in June, 1976, to Rs 16.5 million in June, 1977. The outstanding value of bills redis-
counted on any particular day fluctuated between a high of Rs 66.7 million in October, 1976,
and a low of Rs 2.0 million towards the end of January, 1977. Furthermore, the demand for
funds encountered by commercial banks in October, 1976, and April-May, 1977, is reflected
in the high level of bills rediscounted during these months. The rediscount facility was made
particularly attractive in March, 1977, when the rediscount rate was aligned with the Bank
Rate as compared with a rate of # per cent above Bank Rate which applied formerly. The
commercial banks increased their utilisation of the rediscount facility after this change in the
interest rates and bills rediscounted reached a daily average of Rs 40.6 million in April, 1977.

Table IV.16 shows the commercial banks utilisation of central bank credit under the
various facilities. A number of interesting observations can be gleaned from these data. First,
the daily average level of central bank credit was unusually high during the year under review
reflecting the increased demand for credit. Secondly, the peak level of utilisation under each
facility is substantially higher than the daily average of central bank credit and it is the peak
level of utilisation which is relevant in any assessment of central bank credit as it shows the
maximum amount of central bank accommodation obtained by commercial banks to meet
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the peak pressures in demand for credit. Thirdly, whereas in the previous two years the seasonal
peak pressures for credit were met by the rediscounting of bills, in 1977 central bank credit
under the special facilities was provided only against the collateral of Government securities
and within fixed maximum limits which led to some restraint on the commercial banks’ ex-
pansion of credit. Thus, there were significant changes in the year under review in the operation
of central bank credit which had important implications for the control of commercial bank
liquidity and expansion of bank credit.

Table IV. 16. Central Bank Credit to Commercial Banks

(Rs million)

1976 1977
Ju ly| Aug. | Sept.| Oct. | Nov. [ Dec. | Jan. ! Feb. 1 Mar. ‘Aprl | May | June
| | ]
Advances Peak 8.4 8.5 8.6 9.2 , 8.0 8.1 8.5 8.2 9.3 '| 9.1 9.2 | 7.7
at Trough 1.2 | — 1.0 | 09 04| 08 | — 1.4 | 03 ‘| 50| 0.2 1.3
Bank Rate Daily ‘
Average | 5.3 5.3 5.6 5.4| 3.8 38 | 46 4.8 5.8 i 7.0 6.5 4.4
Advances Peak 0.8 3.2 6.7 | 109 | 10.5 | 10.5 74 | 7.1 51| — — -
| | | |
at twice Trough | — | — = e ‘ == | =l == || == = ==
|
Bank Rate Daily ‘ |
Average | — 0.2 0.8 0.8 2.7 0.5 0.5 04 02| — -— —
Advances | Peak = | = [ | = [ [ = [ — | = [F17.0 [i345 [ 303 | 190
(against Government
sccurities) Trough — - - - —_ — — C- — | 104 = | =
(sugar facility) [
78 Daily |
Average | — — — — — — — — 0.5 | 220 | 155 ! 6.2
Special Peak - — — — — — —_ .- — | 267 | 10.3 | 10.0
Advances :
(against Government Trough — — — — — — — — - — — —
securities) [
9% Daily ‘ ;
Average | — — — — — — — — — | 88 I3l —
Peak 239 | 16.5 | 193 | 669 | 20.0 | 17.1 | 154 i 17.1 | 309 . 43.6 | 427 | 28.0
Bills | |
Trough | 12.7 8.4 0.9 43 6.5 3.0 20 9.9 | 15.6 | 33.6 l 24.5 2.2
Rediscounted | g
Daily . ‘
Average | 14.6 | 12.6 7.3 | 38.1%| 11.8 | 11.1 [ 101 | 12.2 | 189 | 40.6 | 339 | 165
Daily _ + ? i |
Cooperative Credit Average | — — — —_ —_ — — — ’ — | 4.3 i 5.0 5.0

!
Daily :
Total Average | 19.9 | 18.1 | 13.7

44.3%| 18.3 ! 154 | 15.2 [ 17.4 ' 25.4 | 82.7 }I 62.6 | 32.1

* 1In addition, under a special arrangement the daily average of bills rediscounted (relating to sugar) reached Rs 14.9

million in October, 1976. Furthermore, such rediscounts fluctuated between a peak of Rs 51.5 million and a low
of Rs 6.0 million.
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Interest Rates

The interest rate structure had been rather rigid for a number of years and while the
endeavour was to allow interest rates to be as low as possible it was recognised that the read-
justments required by the economy in 1977 following the lower sugar prices would require an
upward movement in the interestrates. If interest rates were keptrigid ata low level they would
be unable to play a regulatory role. Since a market determination of interest rates was not
possible because of the resultant price distortions and since the market for Government securi-
ties and Treasury Bills was not sufficiently developed to provide market signals, reliance was
placed on discrete changes in nominal interest rates.

The aim of the policy was not necessarily to follow a high interest rate policy but to
have some flexibility with rates being altered from time to time depending on the level of monetary
expansion. Accordingly, with effect from the 1st March, 1977, the Bank Rate was increased
from 6 per cent to 7 per cent. The rediscount rate which had already been raised from 53 per
cent to 63 per cent in February, 1976, was raised by only } per cent in March, 1977, to 7 per
cent. The maximum lending rates of banks were raised from the range of 7-9 per cent to 8-10
per cent. The structure of deposit rates was raised from the range of 4-73 per cent to 43-8% per
cent. The yield on Treasury Bills was raised from 4.9 per cent to 5.9 per cent and the coupon
rate on Government securities was raised by 1 per cent.

Borrowings from the Central Bank

The two-tier structure of interest rates on commercial banks borrowings from the
Bank of Mauritius was maintained in 1977. Each bank was allowed to borrow from the central
bank a specified amount at Bank Rate and the rate of borrowings over and above the specified
amount was fixed at twice the Bank Rate.

Special Facility for the Sugar Sector

While a central feature of the policy has been the control of central bank credit to
the commercial banks, the central bank as a lender of last resort has to operate as a safety valve
in the system. With the delays in sugar shipments, the sugar sector was faced in the first quarter
of 1977 with an acute shortage of funds and the Mauritius Sugar Syndicate needed an additional
credit of Rs 85 million in March, 1977. The commercial banks faced with this additional
credit requirement of Rs 85 million were provided a special facility for borrowing from the
Bank up to a maximum of Rs 35 million against the collateral of Government securities at
7% per cent. The special facility for sugar was a significant development as banks were required
to provide the collateral of Government securities for borrowing from the central bank. This
contrasts with the previous practice which permitted banks to obtain funds from the central
bank by rediscounting bills relating to sugar which were always easy to generate in large volume.
In effect the 1977 special facility for sugar marks a turning point in central bank policy aimed
at combining liquidity control with the provision of central bank credit.

The Rediscount Facility

The facility for rediscounting export bills other than for sugar was made particularly
attractive in March, 1977, as the rediscount rate was fixed at the same level as the Bank Rate
and the banks were required to on-lend at a rate not above 74 per cent. While the rediscounting
of bills relating to sugar was permitted for a brief period of three weeks in October, 1976, bills
relating to sugar were not eligible for rediscounting in 1977 even for temporary periods.
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It was, however, recognised that exports other than sugar needed special consideration
and the rediscount facility was liberalised to permit pre-shipment rediscounting of export bills
to avoid obvious hardships in cases where the orders had been obtained and the goods produced
but shipments had been delayed because of circumstances beyond the control of the producing
unit.

Special Line of Credit to the Co-operative Sector

The central purpose of the special line of credit for the co-operative sector was to
insulate the small planter from the over-all effects of credit stringency. Accordingly, when the
Bank Rate was raised from 6 per cent to 7 per cent in March, 1977, the special line of credit
was made available at 3 per cent below Bank Rate as compared with 2 per cent below Bank
Rate previously.

Over-all Ceiling on Credit

The system of credit ceilings was continued in 1977 and the monthly average of com-
mercial bank credit (excluding credit to exempted categories) was permitted to expaad in 1977
by 15 per cent over the permissible level prescribed for 1976 or the level actually reached in
1976 whichever was lower. As in the previous years, credit extended to industries operating
in the Export Processing Zone and/or holding a Development Certificate was exempted from
the over-all credit ceilings. Credit for reconstruction and repairs to buildings and farms da-
maged by cyclone Gervaise, and borrowings by individuals for educational purposes were ex-
empted from the over-all credit ceilings.

Sub-Ceiling on Credit to Traders

The high rate of growth of imports was the main reason for the deterioration in the
balance of payments in 1976 and 1977. With a view to supporting other measures aimed at
lowering the rate of growth of imports, a sub-ceiling was introduced under which average credit
to traders in 1977 was not to exceed the average level of such credit in 1976.

In pursuance of an anti-inflationary policy of restraining monetary expansion and its
attempt to curb the high rate of growth of imports the Government introduced an Import
Deposit Scheme with effect from Sth March, 1977. Details of this scheme are discussed in
Chapter VIII below.

Review of the 1976 and 1977 Credit Ceilings

In 1976 the seven relatively older established banks exceeded their credit ceilings
of Rs 536.4 million by Rs 51.3 million. The three newer banks whose ceilings were fixed at
70 per cent of their total deposits were together Rs 39.3 million below their credit limit. The
excess over the credit ceilings by the older banks was largely due to credit granted to the sugar
sector in the last quarter of the year. While no penalties were imposed for the infringement
of the credit ceilings in 1976, the banks were cautioned that in 1977 there would be a stricter
enforcement of the credit ceilings.

The obligation on the commercial banks to observe the credit ceilings on a monthly
average over a period of 12 months contained an in-built flexibility accommodating the seasonal
fluctuations in the demand for credit. However, this flexibility led the banks to exceed their
credit ceilings in certain months of the year to such a large extent that they were unable to take
remedial action in later months. Accordingly, in 1977, new arrangements were made. Under
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sidered as being of over-riding priority. Even after excluding the increase in credit to the sugar
scctor, a few banks were still in excess of their respective ceilings.

The monthly average level of credit extended by commercial banks to traders during
the period January-June, 1977, was Rs256.7 million. This figure exceeded the cumulative
monthly average level of credit permitted for the period January-June, 1977, by Rs 25.9 million.

The banks which infringed either the over-all credit ceiling and or the sub-ceiling on
credit to traders were subject to penalties, for the first time, during the period January-June,
1977. The imposition of penalties required these banks to invest Rs 12.3 million in Treasury
Bills and Rs 4.1 million in non-interest bearing deposits. The imposition of these penalties
discouraged banks from increasing their lending in the secend half of the year to sectors other
than the exempted categories and sugar.

4. FINANCIAL MARKETS AND INSTITUTIONS

This section deals with the major developments in the capital and money markets
and outlines the activities of certain financial intermediaries other than the commercial banks
during the financial year 1976-77.

Capital and Money Markets

The changes in interest rates in March, 1977, necessitated changes in the yields on
Government stocks and Treasury Bills. The coupon rate on Government stocks was raised
from the range of 63-7% per cent to 63-73 per cent depending on the duration of the stocks
The yield on Treasury Bills was stepped up from 4.9 per cent to 5.9 per cent.

During the financial year 1976-77, the Bank of Mauritius floated Government stocks
aggregating Rs 150 million. The first floatation in March, 1977, was for three Mauritius
Development Loan Stocks totalling Rs 75 million and the second floatation in June, 1977,
was also for three Mauritius Development Loan Stocks totalling Rs 75 million.

The amount of Treasury Bills outstanding in June, 1977, was Rs 11.5 million as com-
pared with Rs 2.5 million in June, 1976.

The market for private equity and bonds is another important feature of the capital
market. During the second half of 1976, various issues of shares by private sector companies
were well subscribed, reflecting the general buoyancy of the market. However, during the
first half of 1977 the prices of shares on the bourse had to be lowered in order to enable the
volume of sales to be effected in a weak market.

Other Financial Institutions

The Mauritian financial network is fairly well developed. In addition to the central
bank and the commercial banks there are a number of other financial institutions ; besides,
on the fringes of the organised sector there are brokers, money lenders and money changers.
This section outlines recent developments in four main financial institutions, namely the De-
velopment Bank of Mauritius (DBM), the Post Office Savings Bank (POSB), the Mauritius
Housing Corporation (MHC) and the Mauritius Commercial Bank Finance Corporation
(MCBFC). A brief mention is also made of the private development companies, the pension
funds and the insurance sector.

The DBM provides medium and long-term finance to agriculture, industry and tourism.
In June, 1977, outstanding loans and advances by the DBM stood at Rs 154.6 million of which

35



agriculture accounted for Rs 12.6 million and industry for Rs 141.2 million. The DBM also
participates in the equity of selected industrial units and total investment in shares reached
Rs 13.4 million in June, 1977. Financing the development of industrial estates constitutes
another important activity of the DBM and these estates are either sold or leased to manufac-
turing enterprises. Estate investments amounted to Rs 72.2 million in June, 1977, as com-
pared with Rs 49.7 million in June, 1976.

The POSB’s role in the mobilisation of savings has been remarkable. Savings deposits
increased from Rs 37.3 million in June, 1973, to Rs 85.0 million in June, 1976, and further to
Rs 88.0 million in June, 1977. In spite of the slow growth in deposits of only Rs 3.0 million
in 1976-77 the number of accounts at 132,116 increased during the year by 10,199 to 142,315
at the end of June, 1977.

The MHC is the principal channel of credit to the private residential sector thus en-
couraging house ownership. Furthermore, its operations even extend to the direct construction
of houses to ease the current housing problem. The outstanding level of mortgage loans stood
at Rs 105.8 million at the end of June, 1977, as compared with Rs 76.9 million at the end of
June, 1976. The Central Housing Authority also extends loans for residential accommodation
while the Sugar Industry Labour Welfare Fund provides loan capital for sugar and dock workers’
housing. However, the MHC remairs the most important source of mortgage finance.

Lastly, the MCBFC, a subsidiary of the Mauritius Commercial Bank extends longer
term credit and accepts deposits from the public. Total deposits amounted to Rs 125.5 million
as at the end of June, 1977, and loans amounted to Rs 105.5 million. An analysis of the dis-
tribution of loans as at the end of June, 1977, shows a bias towards industries and manufactures
(Rs 74.8 million) while other areas of lending were sugar (Rs 10.9 million) and other agriculture
(Rs 1.4 million).

The two most important private development companies operating in Mauritius are
the General Investment and Development Company Limited (GIDC) and the Mauritius De-
velopment Investment Trust Co. Ltd. (MDIT). The MDIT actually operates as a financial

intermediary in accepting funds from the public. At the end of June, 1976, its share capital
stood at Rs 5 million and its combined investments of Rs 5.8 million was made up of equity
investment in Mauritius amounting to Rs 4.9 million and equity investment in U.K. of Rs 0.9
million. The GIDC is an important channel of diversification for some of the main sugar
interests ; in December, 1976, investments (broadly defined to include investment in subsidiary
and associated companies) reached Rs 16.1 million. However, the combined investments
of the private development companies are very small when compared to the other banking
institutions. There are also several pension funds operating in Mauritius, the most important
being the Sugar Industry Pension Fund whose total assets of Rs 146.0 million at the end of
December, 1976, were relatively large.

The insurance sector comprises mainly the Life Insurance Companies, the General
Assurance companies, the Sugar Insurance Fund Board and the State Insurance Corporation.
In June, 1977, there were 19 companies in operation, of which seven were incorporated in Mauri-
tius and the rest outside. The total assets of these companies in December, 1975, were Rs 225.4
million and their investment in Government securities amounted to Rs 18.0 million. The
Sugar Insurance Fund Board (SIFB) is the largest non-bank financial institution. The total
assets of the SIFB rose from Rs 184.3 million in May, 1976, to Rs 234.1 million in May, 1977.
The resources of the Fund consist mainly of premiums paid by sugar growers and millers and
Government securities (Rs 96.9 million) and deposits with local banks (Rs 112.5 million). The
investment income of the SIFB for the year ended May, 1977, was Rs 13.4 million. The table

overleaf shows the assets of the main financial institutions.
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Table 1V.19. Assets of Selected Financial Institutions

(Rs million)

Institution Total Assets Period

1. Development Bank of Mauritius (DBM) ... 262.1 As on 30th June, 1977
2. Sugar Insurance Fund Board (SIFB) ... 234.1 As on 31st May, 1977
3. Insurance Companies . 225.4 As on 31st December, 1975
4. Sugar Industry Pension Fund (SIPF) ... 146.0 As on 31st December, 1976
S. Mauritius Commercial Bank Finance Corporatnon

Ltd. (MCBFC) . e 140.9 As on 30th June, 1977
6. Mauritius Housing Corporation (MHC) 109.1 As on 30th June, 1977
7. Post Office Savings Bank (POSB) 96.8 As on 30th June, 1977
8. Sugar Industry Labour Welfare Fund (SILWF) ... 64.6 As on 31st December, 1976
9. General Investment and Development Company

Ltd (GIDC) .. .. 19.7 As on 31st December, 1976
10. Mauritius Development Investment Trust Com-

pany Limited (MDIT) 7.0 As on 30th June, 1977

V. CO-OPERATIVE CREDIT

Agricultural credit is a necessary though not sufficient condition for an increase in
output and income of small planters. While small planters have some access to credit from
the unorganised sector the cost of such credit is substantially above interest rates in the organised
credit markets. Co-operatives are an important element for reaching the small planter and
in Mauritius a serious effort has been made to develop a viable co-operative sector. The
Mauritius Co-operative Central Bank (MCCB) is the apex organisation and the individual
co-operatives provide a useful vehicle for channelling credit to a large number of small planters
and other rural small producers.

Structure of Co-operative Societies

The number of co-operative societies in Mauritius increased from 257 in 1971-72
to 301 in 1975-76 and further to 315 in 1976-77. Table V. 1 shows the various types of
Co-operative societies in the years 1971-72 to 1975-76.

There are about 30,000 small planters of whom a little over 50 per cent are in the co-
operative sector. The co-operative societies consist essentially of very small production units.
A survey by the Ministry of Co-operatives and Co-operative Development of 130 co-operative
credit societies shows that 41 per cent of the members of these societies had land holdings not
exceeding one arpent and further that only 2 per cent of members had land holdings exceeding
10 arpents. Table V.2 shows the sizes of land holdings and the number of members in different
arpent groups.
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Table V.1.

Type of Co-operative Societies

Type of Co-operative Societies 1971 -72 | 1972-73 | 1973-74 | 1974-75 | 1975 - 76

1. Credit ... 161 162 165 165 165
2. Agricultural Marketing 25 25 26 26 28
3. Transport > 24 24 24 26 26
4. Stores ... 13 14 15 18 20
5. Tea Credit, Marketing and Factory 9 17 18 18 19
6. Pig Credit and Marketing 8 9 10 11 11
7. Co-operative Credit Unions ... 3 7 7 8 8
8. Credit and Produce ; 4 4 4 7 7
9. Housing 5 5 5 5 5
10. Co-operative Fishermen Societies | 2 2 2 2 2
11. Co-operative Printing Society... 1 1 1 1 1
12. Federation of Agricultural Marketing ... 1 1 1 1 1
13. Building Workers Labour Contract 1 1 1 1 1
14.  Mixed Farming — 1 1 1 1
15. Industrial I — 1 1 1
16. Consumers Federation — 1 1 1 1
17. Cowkeepers — — 1 1 1
18. Cabinet Makers — — 1 1 1
19. Mechanical Workers — — 1 1 1
20. Water Users — - — — 1

Total 257 275 285 295 301
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Table V.2. Dispersion of Members in Different Arpent

Societies

Groups in 130 Co-operative Credit
Size of Number of Percentage of
Land Holding Menibers Total
(Arpents)

Uptol .. 4,531 41
Over 1 — 5 4,907 43
Over 5 — 10 1,549 14
Over 10 174 2
Total 11,161 100

Source : Survey of Agricultural Co-operative Credit Societies in Mauritius, by Dr. M. P. Saxena
Ministry of Co-operatives and Co-operative Development, December, 1976.




QOperations of the MCCB

The MCCB’s operations include the mobilisation of deposits in the co-operative sector,
the seasonal financing of sugar, and the provision of credit for a number of other purposes
such as housing, tea marketing, and medium-term credit for agricultural purposes. Between
June, 1976, and June, 1977, the deposits of the MCCB increased from Rs 61.7 million to Rs 65.3
million while its total advances rose from Rs 30.5 million to Rs 46.7 million. The increase
in advances during the year under review was attributable mainly to increased credit to the
sugar sector which rose from Rs. 19.9 million to Rs 32.7 million. The MCCB has been also
increasing its short-term credit to other agricultural sectors and to housing and also extended
medium-term loans for agricultural purposes. The MCCB has generally had a surplus of funds
which have been largely lent in the inter-bank money market ; the level of such inter-bank
lending in June, 1977, amounted to Rs 15.6 million or 23.9 per cent of deposits.

Interest Rates Charged to the Co-operative Sector

The MCCB has been providing credit to the co-operative sector at concessional rates.
During the year 1976-77, credit for the sugar crop financing was provided to the co-operative
societies at 6 per cent with the societies on-lending at 7 per cent to the planter. Direct loans
by the MCCB to the small planter were, however, provided at 8 per cent.

Special Line of Credit from the Central Bank to the MCCB

In May, 1976, the MCCB was provided a special line of credit by the central bank
at 2 per cent below the Bank Rate. When the Bank Rate was raised in March, 1977, from 6 per
cent to 7 per cent the special line of credit was provided at 3 per cent below the Bank Rate.
During the year under review the MCCB utilised this line of credit up to an amount of Rs 5
million.

VI. GOVERNMENT FINANCE

This chapter discusses the aggregative performance of the overall government budget
including the performance on the recurrent and capital budgets as well as the financing of
the Government. In conclusion, the central government debt is also discussed.

The Overall Government Budget

Aggregate revenue rose to Rs. 1,496.4 million in the fiscal year 1976-77, representing
an increase of 11.7 per cent over the preceding fiscal year. Aggregate expenditure increased
by 23.5 per cent over the preceding year to a level of Rs 1,746.4 million in 1976-77. Starting
from an aggregate deficit of Rs 74.4 million in 1975-76, the increases in central government
receipts and expenditure resulted in a large aggregate deficit of Rs 250.0 million in 1976-77.
Aggregate expenditure in 1976-77 was equivalent to about one-half of the 1976 GNP. Personal
emoluments were 24.3 per cent of aggregate expenditure, or slightly above the share of 24.0 per
cent in 1975-76. The share of aggregate expenditure financed by taxation declined from 67.3
per cent in 1975-76 to 61.9 per cent in 1976-77. In comparison with previous years, a low
proportion (11.5 per cent) of aggregate expenditure was %nanced from local sources. The
proportion of expenditure financed from external sources rose from 2.7 per cent in 1975-76
to 4.8 per cent in 1976-77. These changes in previous trends reflects the adjustments in the
domestic economy to a lower level of sugar prices and return to a more normal growth path.
Table VI.1 provides an aggregative analysis of the Government Budget.






























cent (600) as against an increase of 17.5 per cent (1,208) in the year ended March, 1976. Em-
ployment in other sectors has grown at a steady pace. The average number of unemployed
persons was 21,960 in 1975 and 20,841 in 1976. As at March, 1977, the rate of registered unem-
ployment stood at 8.4 per cent as against 10 per cent in March, 1976. However, this small
decline in the rate of unemployment has to be viewed against the growthin the number of Relief
and Development Workers which increased fom 7,816 in March, 1976, to 14,436 in March,
1977. Itis to be recalled that Development Workers are employed by the Development Works
Corporation which was set up in 1971 to provide employment and training to the unemployed.

A shortage of labour was felt during the 1976 sugar crop season, which had the efect
of extending the cutting period and lowering yields. Certain Frms of mechanical loading
are being introduced to make up for the shortage of this type of labour. For the 1977 crop
some 8, Relief and Development Workers were released to accelerate the sugar harvest.
During the year under review, there has also been some increase in absenteism in certain sectors,
particularly construction, transport and the port.

The 40-hour week is in force in the public sector since 1st July, 1977, and concerns
mainly manual workers in the public services. Negotiations on its introduction in the private
sector are still under way.

Increases in the level of employment will be possible only through increased job
creation in industry and in tourism; these will in tur induce employment creation in the com-
mercial and other services' sector. The lay-oF of labour by certain industrial units is of consi-
derable concern; however, these redundancies have to be balanced in the trade-of between
some unemployment and the continuation of operations by units which are obviously not viable
and which would in the long run be a drain on the resources of the country.

VIIl. EXTERNAL TRADE AND BALANCE OF PAYMENTS

The problems of adjustment of the Mauritian economy to changes in the world economy
and in particular to the changes in prices of sugar relative to prices of industrial goods are brought
out in the analysis of the balance of payments. A balance of payments defcit is a refection
of the excessive monetary expansion although the money supply is itself affected by the balance
of payments position through a lagged feedback efect of a decline in the foreign exchange
reserves. In the Mauritian context there is a strong functional connexion between monetary
expansion and money incomes and between incomes and imports, and the link between the
domestic monetary base and the balance of payments is refiected in two identities. First, the
changes in the monetary base are refected in the changes in the domestic and foreign assets
of the monetary authorities and secondly the changes in the foreign exchange reserves refect
the sum of the balance of payments on net current and capital account fows. Changes in the
domestic and fFreign assets of the monetary authorities have been discussed in Chapter 1V.
This Chapter outlines the main developments in the balance of payments and the corresponding
changes in the Freign exchange reserves and also discusses certain sectors of the balance of
payments, such as trade, services and capital fows. Finally, the trends in the exchange
rates are alsO discussed.

The Overall Balance of Payments

The balance of payments has recorded large swings in recent years, refecting the
sugar boom and its aftermath. The balance of payments moved into surpluses of Rs. 375
million in 1974 and Rs 351 million in 1975 but with the end of the sugar boom and a conti-
nuing monetary expansion in the economy, it went into deficits of Rs 500 million in 1976 and
Rs 330 million in 1977. To enable an economic analysis of the underlying trend it is necessary
to adjust the balance of payments for the short-term capital movements resulting from changes
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in the financing of sugar exports. These short-term capital movements emanate largely from
prepayments in 1975 for exports in 1976 and delays in the realisation of proceeds for shipments
made in 1976*. The balance of payments, adjusted for these short-term capital movements,
reflects a steady deterioration over the period 1974-77: the pendulum swings from a surplus
of Rs 375 million in 1974 and a reduced surplus of Rs 171 million in 1975 to a deficit of Rs 130
million in 1976 and a larger deficit of Rs 350 million in 1977. The adjusted balance of payments
brings out the sharp deterioration in the external payments position \and, since the deficit in
1977 is not attributable to merely technical factors, as was the case with the 1976 deficit, the
1977 deficit underscores the need for fundamental readjustment of the economy.

The technical adjustment factors aside, the balance of payments has been marked
by a deteriorating merchandise account, a moderate deficit in the services account and an in-
creasing long-term inflow of funds. Table VIII.1 below shows the summary balance of
payments for the period 1974-77.

Table VIII.1. Summary of Balance of Payments 1974-1977
(Rs. million)

1974 1975 1976 1977
Estimates
Merchandise Account +272 +169 —287 —450
Net Services Account —d —112 +2 —150
Net Unrequited Transfers ... +83 +70 +42 +60
Net Capital Movements ... +17 +240 —298 +175
|
of which !
Long-term Capital (+17) (+60) (+72) (+155)
Capital Movements Relating to Sugar Financing ... (—) (+180) (—370) (+20)
Other Short-term Capital, Errors and Omissions ... +47 —16 +41 +35
Basic Balance of Payments +375 +351 —500 —330
Adjusted Balance of Payments +375 +171 —130 —350

Notes : (1) In 1975, there were pre-payments amouating to Rs 180 million for sugar shipments which were
effected in the early part of 1976. The balance of payments surplus in 1975, excluding the pre-
payments was Rs 171 million.

(2) Exports of sugar to the value of Rs 190 million were effected in 1976 for which payment was
received only 1n early 1977. The pre-payment of Rs 180 million in 1975 requires a reverse entry
in 1976. Thus the adjusted capital movement shows an outflow in 1976 of Rs 370 million (Rs 190
million plus Rs 180 million). Excluding the trade credit items, the balance of payments deficit
in 1976 was Rs 130 million.

(3) It is estimated that the spillover into 1978 of payments for sugar exports to be effected in late
1977 will amount to Rs 170 million. The payment of Rs 190 million in 1977 for sugar exports
effected in late 1976 yields a credit entry. Thus the adjusted capital movement shows an inflow
in 1977 of Rs 20 million (Rs 190 million minus Rs 170 million). Excluding the trade credit items
the balance of payments deficit in 1977 is forecast at Rs 350 million.

* The changes in the financing of sugar exports is explained in detail in the Annual Report for the year ended
June, 1976.
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Foreign Exchange Reserves

The foreign exchange reserves of Mauritius are subject to large swings and these
swings are due to the seasonal nature of the country’s trade, with exports concentrated in a
few months of the year and imports more evenly spread through the year. Thus, the lows
point of reserves is crucial in any assessment of the adequacy of reserves. Table VIII.2 below
shows the seasonal low and high for reserves and relates the reserve levels to imports for the
period 1971-77 :-

Table VIIL.2. Foreign Exchange Reserves 1971-1977

Lowest Level of Reserves Highest Level of Reserves
Year Rs million Number of ’ Rs million Number of
months fmports i months Imports
1971 211.7 5.5 3155 8.2
1972 233.5 44 419.5 7.9
1973 311.9 43 402.3 5.3
1974 73.5 0.5 793.1 5.4
1975 578.7 35 1,143.3 69
1976 574.5 29 1,374.2 6.9
1977 288.7 1.2 653.5 2.7

During the period under review the total foreign exchange reserves fell from Rs 776.1
million in June, 1976 to Rs 369.5 million in June, 1977. The low point of reserves in 1977
of Rs 288.7 million in August, was equivalent to only 1.2 months imports.

To ease the pressures of falling reserves in 1977, the authorities utilised various faci-
lities of the International Monetary Fund. In May, 1977, Mauritius made a purchase amounting
to SDR 5.5 million (Rs 42.4 million) under the gold tranche. The gold tranche is treated as
part of the country’s reserves and a purchase under the gold tranche is merely a liquefying of
the gold tranche into foreign exchange. Subsequently, in July, 1977, Mauritius made a purchase
amounting to SR 11 million (Rs 84.9 million) under the compensatory financing facility.
Under this facility, countries are compensated for deviations of export earnings from a medium
term trend. The interest charges on the compensatory financing purchase range between
43 - 63 per cent. The repayment of both the gold tranche and the compensatory purchase
would have to be completed within 3-5 years of the purchases.

The bulk of the foreign exchange reserves of the country are held by the Bank of Mau-
ritius and the purchases and sales of foreign exchange by the Bank reveal some significant trends.
First, the monthly purchases of foreign exchange by the Bank indicate that these purchases
in 1977 were more evenly spread through the year, which would indicate that the changes in
the mechanism of financing sugar exports and the more even spread of shipments are likely
to result in smaller swings between the seasonal peak and low point of reserves. Secondly,
the average monthly sales of foreign exchange to the banks indicate a strong upsurge reflecting
the rising trend of imports and related payments and the danger that the country will continue
to face large balance of payments deficits unless there is a reversal in the growth of these pay-
ments. Table VIII.3. shows the purchases and sales of foreign exchange by the Bank of Mau-
ritius over the last three years.
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Table VIII.3. Purchases and Sales of Foreign Exchange by the Bank of Mauritius

(Rs. million)

Purchases from the Sales to
Mauritius Sugar Syndicate Conunercial Banks
1975 1976 1977 1975 1976 1977
January 132.6 2817.5 128.5 86.5 55.1 122.7
February 21.7 100.3 47.6 81.7 101.8 119.2
March 3.0 10.8 37.8 61.7 139.7 134.1
April 1.2 12.7 98.5 104.0 116.2 141.5
May 379 — 124.4 92.3 117.6 139.1
June 76.3 0.7 97.2 89.7 128.1 131.1
July 115.8 409 104.6 134.3 133.4 143.1
August 85.0 479 96.2 86.3 118.1 167.5
September 153.6 149.6 157.4 86.6 125.2 124.7
October 247.2 127.8 170.6 106.8 122.2 134.7
November 325.6 149.0 170.4 1124 126.8 134.8
December 279.4 171.5 1334 99.3 158.5 169.4
Total 1,479.3 1,098.7 1,366.6 1,141.6 1,442.7 1,661.9

The over-all balance of payments position and the resulting changes in the foreign

exchange reserves have been discussed above. The next three sections of this Chapter discuss

the various components of the balance of payments.

External Trade

The visible trade balance swung into an increasing deficit during the three vears 1975-77,
because of adverse terms of trade and a strong upsurge in import demand (Table VIIL4).
terms of trade index deteriorated from 160 in 1975 to 118 in 1976 and a further deterioration
is expected in 1977.

Table VIIL.4 Terms of Trade, 1973-76

(Index 1972=100)

Prices Indices
Terms of Trade*
Export Import
1973 117 130 90
1974 291 212 137
1975 383 240 160
1976 314 266 118

* Ratio of export to import price indices.

Source : Central Statistical Office, Bi-Annual Digest of Statistics.
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The visible trade deficit widened from Rs 156.4 million in 1975 to Rs 628.2 million
in 1976 and further to Rs 870 million in 1977. The trends in the visible balance of trade during
1974-77 are indicated in Table VIILS below :-

Table VIIL.5S Visible Balance of Trade: 1974-77
(Rs. million)

1977

Ttem 1974 1975 1976 (Estimates)
Exports* (f.0.b.) 1,786.4 1,838.9 1,769.7 2,050
Imports (c.i.f.) 1,759.8 1,995.3 2,397.9 2,920
Trade Balance 26.6 —156.4 —628.2 —870

* Exports of bunkers and ships storcs are excluded from these figures as these items
are included under the services account.

Source : Customs and Excise Department — Government of Mauritius.

It will be observed that the balance on merchandise account shown in Table VIII.1
differs from that shown in Table VIII.5 as the merchandise account in the balance of payments
requires that all trade transactions be treated on an f.0.b. basis, while the visible trade figures
show imports on a c.i.f. basis. The merchandise account in the balance of payments
(Table VIII.1.) shows a surplus of Rs 169 million in 1975, a deficit of Rs 287 million in 1976
and a larger deficit of Rs 450 million in 1977. Both the visible trade deficit and the merchandise
account of the balance of payments show a marked deterioration in 1976 and 1977. However,
in view of the large differences between the visible trade figures and the merchandise account
of the balance of payments, it is essential in any analysis to use only strictly comparable figures.

Exports

Total exports declined from Rs 1,838.9 million in 1975 to Rs 1,769.7 million in 1976,
or by 3.8 per cent, mainly because of the slower rate of shipment of sugar during the last quarter
of 1976. Sugar exports registered a decline in value of 14.7 per cent in 1976 but most other
export items showed increases, with manufacturing exports increasing by 53.9 per cent.

The value of sugar exports declined from Rs 1,548.8 million in 1975 to Rs 1,321.5
million in 1976, despite the fact that the export volume went up from 497.5 thousand tons to
550.6 thousand tons. The reason for the lower level of earnings in 1976 was a general decline
in prices received from all export markets. Exports of tea and molasses both increased during
1976. Tea exports went up from Rs 16.0 million in 1975 to Rs 29.2 million while exports of
molasses increased from Rs 23.6 million to Rs 31.7 million. The volume of tea exports in 1976
was 3.4 million kilos as compared with 2.1 million kilos in 1975 and 3.1 million in 1974. Mo-
lasses exports increased in volume from 121.2 thousand tons to 129.1 thousand tons between
1975 and 1976.

Manufacturing exports, mainly by industries in the Export Processing Zone,
increased substantially from Rs 202.8 million in 1975 to Rs 312.1 million in 1976. The bulk
of the increase was recorded in clothing exports which went up from Rs 118.2 million to Rs 204.8
million. Exports of toys, though still at a low level of Rs. 5.1 million in 1975, increased to
Rs 7.4 million while other unclassified manufacturing exports also rose significantly from
Rs 8.1 million to Rs 29.7 million. Exports of fish and fish preparations increased by Rs 4.4
million to Rs 18.7 million. Detailed exports figures for the years 1974 to 1976, classified by
sectors, are shown in the following Table VIII. 6.
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Table VIII.6. Main Exports

f.0.b. (Rs million)

ITEM 1974 1975 1976
Agricultural Sector 1,602.8 1,588.4 1,382.4
Sugar ...| (1,538.0) (1,548.8) (1,321.5)
Tea (19.7) (16.0) (29.2)
Molasses (45.1) (23.6) (31.7)
Manufacturing Sector 143.1 202.8 312.1
Clothing (60.8) (118.2) (204.8)
Electronic Components ... (48.6) (62.1) (61.7)
Processed diamonds and Synthetic Stones (22.6) 9.3) (8.5)
Toys (3.3) (5.1) (7.4)
Other Manufacturing Exports (7.8) (8.1) (29.7)
Other Exports ... 25.1 26.8 41.7
Fish & Fish preparations (14.6) (14.3) (18.7)
Other (10.5) (12.5) (23.0)
Re-exports .. . ... .l 154 20.9 335
| I
TOTAL ... .| 1,786.4 1,838.9 I 1,769.7
|

Source : Customs and Excise Department, Govcrnment of Mauritius.

Tentative estimates indicate that exports increased in value by about 16 per cent from
Rs 1,769.7 million in 1976 to Rs 2,050 million in 1977. The increase is attributable largely to
increased shipments of sugar, a major increase in tea prices and improved earnings from the
manufacturing sector.

Imports

The total value of imports amounted to Rs 2,397.9 million in 1976 as compared with
Rs 1,995.3 million in 1975, an increase of 20.2 per cent. Most of the broad categories of imports
registered a growth rate in the range of 30-40 per cent except for food and live animals, mineral
fuels and lubricants and chemicals. Food imports, including live animals, increased marginally
from Rs 459.0 million to Rs 485.7 million between 1975 and 1976. Of this, both rice and wheat
flour imports declined in 1976; rice imports decreased marginally from Rs 133.0 million to Rs
130.5 million, while wheat flour imports showed a substantial fall from Rs 98.9 million to Rs 70.9
million. The volume of rice imports increased from 66,947 metric tons to 79,700 metric tons,
while flour imports declined from 57,224 metric tons to 40, 037 metric tons. Imports of mineral
fuels, lubricants and related materials increased only slightly from Rs 194.6 million to Rs. 209.0
million. Chemical imports declined in 1976 from Rs 180.3 million to Rs 167.8 million, with a
substantial decline in the import of fertilizers from Rs 63.6 million to Rs 21.9 million. Raw
material imports increased by 31.7 per cent from Rs 48.6 million to Rs 64.0 million and imports
of animal and vegetable oils and fats increased by 37.5 per cent from Rs 51.8 million to Rs 71.2
million. TImports of machinery and transport equipment increased by 31.4 per cent from Rs
441.3 million to Rs 580.0 million, with imports of road motor vehicles accounting for a large
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increase of 61.7 per cent from Rs 82.0 million to Rs 132.6 million. All other manufactured
goods also showed substantial increases : metal manufactures imports went up by 49.7 per
cent from Rs 52.1 million to Rs 78.0 million, and cotton and other textile fabrics imports by
44.0 per cent from Rs 111.4 million to Rs 160.4 million. Import of cement and iron and steel
goods went up by 26.7 per cent and 20.4 per cent respectively. Table VIII.7 gives the details
of imports, classified according to major categories, for the years 1974 to 1976.

Tentative estimates indicate that the upsurge in imports has continued and the 1977
estimated level of imports of Rs 2,920 million is about 22 per cent above the 1976 level of
Rs 2,397.9 million.

Table VIII.7. Merchandise Imports

c.i.f. (Rs million)

ITEM 1973 197 4 1975 1976
Food and Live Animals ... 217.8 500.0 459.0 485.7
Rice Ll (70.9) (227.0) (133.0) (130.5)
Flour . 33.8) (85.7) (98.9) (70.9)
Other (113,1) (187.3) (227.1) (284.3)
Beverages and Tobacco ... 9.3 13.4 16.6 18.9
Alcoholic beverages (6.8) 9.4 9.2) (12.1)
Other (2.5) (4.0) (7.4) (6.8)
Raw materials ... 142 39.3 48.6 64.0
Mineral Fuels, lubricants and related materials 63.6 161.5 194.6 209.0
Petroleum products (62.6) (159.5) (192.7) (206.3)
Other ! (1.0) 2.0) (1.9) 2.7)
Animal and vegetable oils and fats 23.1 70.7 51.8 71.2
Vegetable edible oils (15.7) (52.8) (35.2) 47.2)
Other (7.4) (17.9) (16.6) (24.0)
Chemicals e .- ot 814 154.7 180.3 167.8
Fertilizers ... (30.9) (55.8) (63.6) (21.9)
Other . (50.5) (98.9) (116.7) (145.9)
Machinery and transport equipment ... 225.1 313.8 441.3 580.0
Machinery other than electric (92.0) (128.8) (213.1) (258.2)
Electric Machinery (52.1) (111.9) (138.6) (182.1)
Road motor vehicles (40.8) (55.4) (82.0) (132.6)
Other - e (40.2) 17.7) (7.6) .1
Other Manufactured Goods... 281.3 506.4 603.1 801.3
Cotton and other textile fabrics (53.7) (87.3) (111.4) (160.4)
Cement .. e (18.2) (28.7) (56.2) (71.2)
Iron and steel goods (36.0) (95.3) (72.1) (86.8)
Metal manufacturers (27.49) (44.8) (52.1) (78.0)
Other . (146.0) (250.3) (311.3) (404.7)
TOTAL ... 915.8 1,759.8 1,995.3 2,397.9
|

Source : Customs and Excise Department, Government of Mauritius.
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The Imports Deposit Scheme 1977

An import deposit scheme was introduced on the 4th March, 1977, with a view to
slowing down the rate of growth in imports. Under the regulations prescribed for the purpose
(Government Notice No. 40 of 1977), importers were required to make a non-interest bearing
deposit with the Bank of Mauritius for a period of 3 months of 50 per cent of the c.i.f. value
of all orders placed after the 4th March, 1977. The amount of the deposit payable was reduced
in mid-April, 1977, from 50 per cent to 35 per cent with retroactive effect as from 4th March,
1977. The deposit is placed by the importer with a commercial bank which, in turn, transmits
the deposit to the Bank of Mauritius. The scheme does not affect the importation of goods in
respect of which orders had already been placed and which arrived in Mauritius on or before
the 31st May, 1977. A large proportion of imports, estimated at around three fourths of total
imports, is exempted from the payment of the import deposit.

By the end of June, 1977, Rs 32.2 million was deposited with the Bank of Mauritius;
of this amount Rs4.8 million had already been refunded, leaving outstanding deposits of Rs27.4
million by the end of June, 1977. The following Table indicates the flow of deposits and refunds
for each month from March to June, 1977 :-

Table VIII.8. Deposits and Refunds under the Import Deposit Scheme
(Rs million)

Amount Amount Total Amount
Deposited Refunded Outstanding
Month during uring at the end of
the period 1 the period the period
i
|
1977 |
{
March 3.6 — 3.6
Aopril 5.9 13 8.2
May 6.8 1.2 13.8
June 159 2.3 27.4
= [
Total |
(March to June) 32.2 4.8 27.4

Daily deposits averaged Rs 0.2 million in March, April and May and rose to Rs 0.5
million in June, 1977. Deposits amounted to Rs 15.9 million in June, a more than two-fold
increase over the level in May. Total deposits during the period March-June, 1977 represent
confirmed orders for imports amounting to some Rs 87.0 million. About 25 per cent of the
orders are for imports from Japan, 16 per cent from the United Kingdom, 8 per cent from
China, 7 per cent from South Africa and France and the remainder from our other trading
partners. Deposits were at a high level till September, 1977. The amount of refunds gathered
momentum after September, 1977 and it is expected that deposits will broadly match refunds
after September, 1977.

Although the rate of growth of total imports accelcrated in 1977 it does not imply
that the import deposit scheme has not been having its desired effect. The scheme did not
really come into full operation till June, 1977 and as such its impact can be assessed only after
some time. Moreover, the efficacy of the scheme is dependent not on the rising order of magni-
tude of the deposits made under the scheme; on the contrary, the scheme’s success would be
judged by the decline of thesc deposits over time, which would indicate a decline in imports
covered by the scheme.
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Direction of Trade

Since the EEC-ACP Convention of Lomé in 1975, the European Economic Com-
munity including the United Kingdom have remained by far the major trading partners of
Mauritius. In 1976, the EEC supplied nearly 38 per cent of our import requirements and
absorbed 85 per cent of our exports. Within the EEC, however, France purchased an in-
creased percentage of our exports, mostly manufactures while the United Kingdom absorbed
the bulk of our sugar exports. Import requirements were met, in 1976, to the extent of 16.3
per cent by the United Kingdom, while other EEC countries, mainly France and Germany
provided 21.4 per cent.

Apart from the EEC, exports were directed to preferential markets for sugar in the
U.S.A. (5.9 per cent) and Canzda (3.8 per cent). South Africa purchased most of the tea ex-
ports, and accounted for 2.3 per cent of the total exports. The other major suppliers of imports
were South Africa (9.9 per cent, mostly foodstuffs), Japan (8.1 per cent, electronic equipment
and textiles) Iran (6.4 per cent, petroleum products), Australia (4.9 per cent, mainly dairy pro-
ducts and other foodstuffs), and India (3.8 per cent, machinery and foodstuffs). Table VIII.9
presents details of the direction of trade during 1974 to 1976 :-

Table VIII.9. Direction of Trade
(Rs. million)

1974 197§ 1976
Country
Imports Exports Imports Exports Imports Exports
United Kingdom 193.4 338.6 336.3 1.432.3 390.2 1,226.7
(21.1) (45.3) (16.9) (77.9) (16.3) (69.3)
Other EEC 180.1 34.5 409.1 169.1 512.8 271.0
(19.7) (4.6) (20.6) 9.3) (21.49) (15.3)
Canada 2.9 185.8 6.8 | 70.5 5.9 67.0
i 0.3) (24.8) ) (3.8) 0.2) (3.8)
United States 25.4 65.0 99.5 101.1 72.3 103.5
(2.8) 8.7) (5.0) (5.6) (3.0) (5.9
South Africa 78.5 17.4 192.9 23.7 2379 39.8
(8.6) 2.3) 9.7 (1.3) 9.9) (2.3)
Iran o] 50.6 157 177.3 — 153.7 0.2
l (5.5) @.1) (8.9) (G (6.4) (..
Japan | 59.8 1.2 156.9 4.4 194.5 0.6
| (6.5) 0.2) (7.9) 0.2) 8.1) (..)
Australia ... 49.1 0.5 | 120.6 2.1 116.3 5.6
(5.9 0.1 | (6.0) 0.1) (4.9) (0.3)
China 29.8 — 57.7 — 68.2 —
. (3.3) (G (2.9) (G (2.8) =)
Thailand ... 1.2 — | 494 — 65.2 -
0.1) - (2.5) ) 2.7 (&
Hong Kong 23.3 24 55.7 9.6 83.5 10.6
(2.5) (0.3) (2.9) (0.5) (3.5) 0.6)
Burma ... 18.5 — 58.0 — 46.7 —
, 20 =) 29) ) 2.0) )
India 30.5 0.6 57.7 0.4 91.3 0.4
) (3.3) 0.1) (2.9) () (3.8) (.)
Singapore 15.1 0.1 26.1 1.2 35.6 0.9
. (1.6) (..) (1.3) () (1.5) (.)
Other Countries 157.6 87.5 191.3 24.5 323.8 434
| (17.3) aLs) | 9.6) (1.3) (13.5) (2.5)
Total ... ! 915.8 749.3 | 1,995.3 1,838.9 2,397.9 1,769.7
) |

Figures in brackets denote percentages to the total.

Source : Customs and Excise Department, Government of Mauritius.
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Trends in Services

Although the net services account in the summary balance of payments (Table VIII.1)
appears to have a relatively small impact on the over-all balance of payments, the gross pay-
ments and receipts as well as the net position of the individual sectors in the services account
are of considerable importance in the out<turn of the balance of payments. Table VIIL.10
below shows the trends in the services account during 1974-77.

Table VIII.10. Trends in the Services Account 1974-1977

(Rs million)

1974 1975 1976 1977
Freight and Insurance ...[ — 191 — 272 — 322 — 420
Other Transportation ... + 72 + 74 + 51 + 85
Travel + 61 + 57 + 87 + 120
Investment Income + 6 + 15 + 39 | 4+ 20
Other Services + 8 + 14 + 147 + 45
Balance — 4 — 112 + 2 — 150

The net debit of freight and insurance on merchandise increased from Rs 322 million
in 1976 to an estimated Rs 420 million in 1977. This increase, during a period of a general
stackening of the rate of increase in freight rates reflects the problems specific to Mauritius
which resulted in the imposition of surcharges on shipments to Mauritius; in addition there
was an increased volume of imports in 1977. The net credit on other transportation account
amounted to Rs 85 million in 1977. The decline in the net credit on this account to Rs 51
million in 1976 is the result of the diversion of ships from Mauritius to neighbouring ports
and thereby the loss of earnings from bunkering.

The number of tourists visiting Mauritius increased significantly in 1976 to 92,561
arrivals as compared with 74.597 arrivals in 1975. The total number of tourist nights spent
in Mauritius increased by a slower rate from 746,898 in 1975 to 892,222 in 1976, as the average
length of stay declined from 10.0 nights to 9.6 nights. The country-wise distribution of tourist
arrivals in 1976 shows the same pattern as in previous years with a slight increase in the pro-
portion of tourists coming from Europe, especially France. In 1967, the bulk of the tourist
arrivals was from the nearby island of Reunion (30,032), South Africa (17,823) and France
(13,885). Earnings from tourism, however, increased from Rs 135 million in 1975 to Rs 185
million in 1976, mainly as a result of an increase in the average expenditure by tourists. Earnings
from tourism in 1977 are estimated to increase to Rs 200 million. Net earnings from travel
increased from Rs 87 million in 1976 to Rs 120 million in 1977 with higher receipts from tourists.
Although more recent data on details of tourists are not available, the indications are that the
tourist traffic has been expanding in Mauritius and a steady improvement can be expected in
the future in net receipts from travel.

The net credit on account of investment income declined from Rs 39 million in 1976
to an estimated Rs 20 million in 1977 largely because of the lower earnings of the Bank of Mau-
ritius as a result of a lower level of external assets.

Other miscellaneous invisible receipts declined from Rs 147 million in 1976 to Rs 54
million in 1977. The major credit item under this head in 1976 was the receipt of a settlement
of Rs 122 million by the Sugar Insurance Fund Board.
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Capital Movements

The short-term capital movements relating to the settlement of payments for sugar
exports have loomed large in the capital account in recent years. In 1975 there was a credit
item of Rs 180 million for pre-payments for shipments effected in 1976, while in 1976 there
was a debit item of Rs 370 million made up of a debit item of Rs 180 million (a reversal of the
1975 credit item) and a debit item of Rs 190 million for shipments made in 1976 for which the
proceeds were realised only in 1977, In 1977, the net capital movements arising from delays
in the settlement of payments for sugar exports are expected to be small with a net credit
item of only Rs 20 million.

The net long-term capital movements show a steady increase: these net inflows were
of the order of Rs 17 million in 1974, Rs 60 million in 1975, Rs 72 million in 1976 and an esti-
mated Rs 155 million in 1977. The steady increase in long-term capital reflects the substantial
increase in recent years of official capital inflow.

Exchange Rate Movements

The Mauritius rupee is pegged since the 5th January, 1976, to the SDR at the rate
of SDR1 = Rs 7.713759*. The peg to the SDR enables the Mauritius rupee to take a middle
position between the weighted average of the appreciating and depreciating currencies in the
SDR basket. Table VIII.11 below shows the percentage appreciation or depreciation of the
rupee vis-d-vis major currencies between the 5th January, 1976 (that is the date of the intro-
duction of the SDR-rupee peg) and the 30th June, 1977.

Table VIII.11. Exchange Rate Movements of the Rupee vis-a-vis Major Currencies

Percentage appreciation (4) or
Currencies depreciation (—) of the rupee

between 5th January, 1976 and
30sh June, 1977.

Pound Sterling +16.9

French Franc + 9.3

Canadian Dollar ... + 39

U. S. Dollar — 0.5

Swiss Franc — 6.3

Netherland Guilder ... — 8.0 |

Belgian Franc — 93

Deutsche Mark —11.2

Japanese Yen —12.4 J

As shown in the abcve table the rupee has appreciated against sterling, the French
franc and the Canadian dollar while it has remained almost squarish with the U.S. dollar.
However, the rupee has depreciated against the stronger currencies such as the Swiss franc,
the Japanese yen, the Deutsche mark, the Belgian franc and the Netherland guwlder. In a
world of volatile exchange rates the rupee has moderated its own fluctuations and this has
been possible by its pegging to the SDR.

* The details of the shift of thc exchange rate from a sterling peg to an SDR peg have been discussed in
Chapter VIII of the Annual Report for the year ended June, 1976.
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IX. EXTERNAL DEBT

The external debt of Mauritius has traditionally been very low and little attention
has been focussed on this subject. However, the increased pace of development and the large
balance of payments deficits in 1976 and 1977 and the prospect of continuing deficits bring
the question of the external debt to the fore. The external debt can fcr convenience be dis-
cussed under three heads --- the public debt, the debt of para-statal bodies, and the private debt.

External Public Debt

The external public debt relates to the part of the external debt which is channelled
through the Government sector and thus forms part of the Government budget. The loans
in the colonial period emanated from the United Kingdom and thus the bulk of the external
public debt was expressed in pound sterling. With the advent of Independence, the affiliation
of Mauritius to various international organisations, and the building up of links with other
countries, loan resources were also obtained in currencies other than sterling. Most of the
loans contracted are of fairly long duration and on concessional terms. Table IX.1 indicates
the growth of the external public debt of Mauritius.

Table 1X.1 shows that the external public debt has been growing steadily over the
years with increased inflows after 1973 from sources other than the United Kingdom. With
the repayment of the old loans the amount of loans outstanding from the United Kingdom
has been declining in relation to total debt. The total exterral public debt as at June 1977
stood at Rs 323.0 million. The currency composition of the external public debt in June, 1977,
was about 45 per cent each in sterling and US dollars and the balance in French Francs, African
units of account and other currencies.

Table IX.1. External Public Debt
(Rs million)

Outstanding Amount on Loans from -

As at the end of

United IBRD 1DA Other All
Kingdom Sources Sources

1971 :  June 134.2 30.6 — — 164.8
December 137.4 I 29.8 0.2 — 167.4
1972 :  June 137.7 29.0 1.1 — 167.8
December 141.4 28.0 4.3 — 173.7
1973 June 143.9 27.0 7.3 — 178.2
December - 147.8 . 26.0 8.9 — 182.7
1974 :  June ] 160.6 | 25.0 16.6 4.8 207.0
December | 161.8 24.0 i 23.6 4.8 214.2
1975 June 170.8 23.1 335 19.7 2471
December j 159.6 21.8 . 39.9 19.7 241.0
1976 :  June ool 1429 25.1 ‘ 62.8 321 262.9
December i 141.4 . 234 ; 65.3 324 262.5
1977 :  June !| 143.6 I 40.7 | 81.7 57.0 323.0

Source : Central Statistical Office, Government of Mauritius.
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