Summary of EB2008/93/R.9: President’s report: Proposed loan and grant to the Republic of Mauritius for the Marine and Agricultural Resources Support Programme
Initiating institution: IFAD

Borrower: Republic of Mauritius
Executing agency: Ministry of Agro Industry and Fisheries
Total project cost: US$17.23 million

Amount of IFAD loan: SDR … million (equivalent to approximately US$5.60 million)
Amount of IFAD grant: SDR … million (equivalent to approximately US$0.40 million)
Terms of IFAD loan: 18 years, including a grace period of 3 years, with an interest rate equal to the reference interest rate per annum as determined by the Fund annually
Recommendation:
The Fund shall make a loan to the Republic of Mauritius in various currencies in an amount equivalent to … special drawing rights (SDR …) to mature on or prior to … and to bear an interest rate equal to the reference rate per annum as determined by the Fund annually, and to be upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein. Furthermore the Fund shall provide a grant to the Republic of Mauritius in various currencies. 
The programme: Main development opportunity addressed by the programme:
Mauritius is undergoing a period of economic adjustment relating to the reduction in preferential market access and higher energy costs. The Government has sought assistance from its development partners and requested that IFAD take the lead role in agriculture, rural development and pro-poor policy reform. The Ministry of Finance and Economic Development has introduced a medium-term expenditure framework, linked to programme-based budgeting. These tools require that the Ministry of Agro Industry and Fisheries, among other ministries, establish a pro-poor approach to service delivery. IFAD support for this process has been requested, with special

emphasis on the needs of small-scale fishers and farmers who are most threatened by the overall reform process. (Par 1)
Proposed financing:
Country debt burden and absorptive capacity of the State:

 Real GDP growth fell to 3.0 per cent in 2004-2005 and unemployment soared to almost 10 per cent. The Reform Programme represents a move towards greater fiscal discipline, removal of subsidies and reforms to the regulatory environment. (Par 5)
Governance:

A high standard of governance will be assured through continuation of the current arrangements under the IFAD-supported Rural Diversification Programme. Stringent and transparent administrative and financial procedures will be maintained. Annual financial statements of the programme will be subject to audit by auditors appointed by the Auditor General. (Par 9)
Target group and participation:
The principal target groups are: (i) all of the rural poor who will benefit from the pro-poor reform agenda; (ii) small-scale fishers (about 3,800 households); (iii) around 25 per cent of small-scale cane planters (about 6,500 households); (iv) retrenched rural textile workers and other unemployed youth and women, including prisoners (about 4,800 individuals); and (v) households affected by natural disasters or epidemics, such as the 500 pig farmers affected by the recent disease outbreak. The Programme aims to ensure broad participation in the reform process by increasing opportunities for the unemployed to find work, creating special initiatives to assist women and young people entering the workforce, and providing assistance to small and medium-scale entrepreneurs. (Par 10-12)
Development objectives:
The goal is to support the pro-poor reform agenda within the overall reform process. This will be achieved through three objectives: (i) facilitate the development of pro-poor policies and assist the Ministry in managing marine resources sustainably; (ii) improve in a sustainable way the livelihoods of coastal communities threatened by overexploitation of the marine environment; and (iii) assist rural households, including smallholder cane planters, in diversifying their income-generating enterprises and improving their employment prospects. (Par 13-15)
Harmonization and alignment:
The programme is consistent with national priorities. It has been developed in full consultation with all partners active in Mauritius. IFAD maintains contact with donors through the United Nations Resident Representative and the Ministry of Finance and Economic Development. (Par 16)
Expenditure categories:
 There are seven expenditure categories: (i) community development grants (22%); (ii) training and demonstrations (20%); (iii) technical assistance (13%); (iv) civil works (11%); (v) vehicles, equipment and materials (8%) (vi) studies (6%); and (vii) recurrent costs (20%). (Par 19)
Management, implementation responsibilities and partnerships:
Management
The first component will be implemented by the Ministry of Agro Industry and Fisheries and will involve all departments and associated parastatals. The second will be the responsibility of the Fisheries Division of the Ministry, working in close collaboration with the Rodrigues Regional Authority. The third component will be implemented by the agriculture department of the Ministry, the Agricultural Research and Extension Unit and the parastatals responsible for sugar sector reform
Key financing partners and amounts committed

The total programme cost is US$17.23 million over six years. IFAD will provide a loan under ordinary terms amounting to US$5.60 million, plus a grant of US$0.40 million. Co-financing is expected to amount to around US$1.08 million and will be provided by the Government of Western Australia and by the United Nations Development Fund/Global Environment Facility/Small Grants Programme. Beneficiaries will contribute about US$0.93 million. The remaining US$9.22 million will be contributed by the Government, with part of the Government’s contribution (about US$2.3 million) drawn from the IFAD loan supporting the Rural Diversification Programme. The Government’s contribution will include some US$3.0 million to fund community development grants through the Empowerment Programme. (Par 24)
Benefits and economic and financial justification

 The programme will generate economic and financial returns through: (i) more sustainable management of marine resources; (ii) establishment of high-value aquaculture enterprises; (iii) support to diversify away from sugar production on difficult and marginal lands; and (iv) increased productivity and employability of retrenched workers and other rural dwellers. Even with benefits valued at the lower end of the range of possibilities, the economic and financial returns are likely to be robust, more than justifying programme costs. (Par 26)
Scaling-up approach:
All new income-generating enterprises will begin with feasibility studies and pilot or demonstration programmes before wider adoption. This applies particularly to lagoon aquaculture enterprises with the potential for scaling up throughout the lagoons of both islands. (Par 29)
Main risks:
A key risk faced by the programme relates to management of change. As economic reform proceeds, there may be resistance to change among the civil service and stakeholders in general. A flexible approach will be essential so that the nature and rate of change can be adjusted in accordance with stakeholders’ responses. (Par 30)
Sustainability:
The programme will support initiatives to reinvigorate the Mauritian economy by reducing reliance on the state and enhancing the efficiency and effectiveness of government services. This will create a leaner, more focused and ultimately more sustainable institutional structure. (Par 32)
