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Policy certainty, predictability and coherence in policy making have been the cornerstone in mobilising 
both domestic and foreign investment in Mauritius. It must also be noted that there is real synergy that 
exists between the public and private sector in Mauritius working in close consultation to address key 
challenges and ensuring broad base, inclusive and sustainable development. Throughout the 
development phase of Mauritius, our policies have always been guided by the need to make Mauritius 
more competitive and business friendly as an investment and business location.  

Indeed, Mauritius has achieved remarkable economic development since independence successfully 
transitioning from a low income agrarian economy to a middle income country. Over the years, the 
Government has adopted sound economic policies and structural reforms that have been instrumental 
in building a resilient and diversified economy. As a result, gross national income per capita has 
increased more than fourfold since 1980 to its current level of about US$ 10,300 sustained by an 
annual average growth of around 4.0% over the past decade.  

Today, Mauritius is recognized as a vibrant, robust and politically stable economy welcoming 
investors, self-employed entrepreneurs, professionals, with talents and skills to do business in all 
economic sectors. In 2006, the Government embarked on an economic reform agenda with the 
adoption of the Business Facilitation (Miscellaneous Provisions) Act with a view to provide an enabling 
and rules based regulatory framework.  

This open and pro-business reform has thus created a conducive and internationally competitive 
investment environment with specific focus on the following areas: enhancing the investment and 
business climate, reducing the costs of doing business, improving the delivery system, reducing 
administrative bottlenecks, reviewing the business licensing regime, ensuring the supply of adequate 
skilled human resources, improving the efficiency of our infrastructures, improving the Mauritius 
offering, and aggressive investment promotion.  

The reforms have contributed in sustaining the economic growth of the country and speeding up the 
pace of diversification of the economy through the development of new sectors. The influx of FDI 
which averaged USD 33 million annually for several years up to 2005, rose significantly thereafter. 
Since 2006, Mauritius has attracted close to USD 3.2 billion from foreign investors, including USD 465 
million in 2010, USD 430 million in 2011 and reaching a peak of USD 679 million in 2012.  

Mauritius has built a sound network of Investment Protection and Promotion Agreements (IPPAs) over 
the years. Coupled with its network of Double Taxation Treaties, it reinforces the country as a major 
investment hub for FDI into Africa and provides confidence, certainty and predictability to investors.  

The Mauritian business environment has visibly improved as a result of the structural economic 
reforms, as measured by the World Bank Doing Business rankings: from 49th place in the 2007 Doing 
Business Report, to 20th out of 189 economies in 2014. The 2014-15 World Economic Forum’s Global 
Competitiveness Report also reflects the effects of this simplification approach with Mauritius moving 
up by six places from 45th to 39th out of 144 economies, in terms of overall competitiveness.  

While we have strived to maintain certainty, there are also instances where policy certainty and 
predictability has not always been clear. Notwithstanding the global economic environment which 
culminated in the unprecedented economic crisis in 2008/2009 and also affected our economy, we 
relate in this paper two instances below where policy uncertainty impacted on investment.  

 

Policy uncertainty  

Case 1: Impact of the phasing out of investment incentive schemes on manufacturing sector  

Prior to 2006, the provision of incentives, mainly fiscal, was a central foundation of investment 
promotion in Mauritius. The Development Incentives Act of 1974 was introduced to encourage import 



substitution enterprises in manufacturing, and to develop Mauritius’s Export Processing Zones (EPZ) 
in the textile industry (for export under preferential trade arrangements to Europe). Alongside, the 
Industrial Expansion Act of 1993 offered tax incentives to manufacturing and industrial support 
industries catering to the local market. The 1993 reform also aimed to reduce the abuse of tax 
holidays. Such schemes were rapidly extended to services (especially hotels and tourism) and to 
companies in the Mauritius Freeport and the Global Business banking and business centre. This 
resulted in the co-existence of some 22 incentive schemes by the late 1990s. EPZ companies 
benefited from a ten-year tax holiday as well as preferential interest rates on loans. Until the 
elimination of the EPZ scheme in 2006, Mauritius EPZs provided 15% corporate tax, no tax on 
dividends, free repatriation of capital, profits, and dividends, and relief from customs duty and value 
added tax on raw materials, machinery and spare parts. Today, the EPZ regime has been phased out, 
and replaced by export-oriented enterprises (EOEs) located throughout the island and which operate 
on a level footing with all other enterprises. The few incentives provided to manufacturing enterprises 
are dispersed across multiple laws governing investment, taxation, land management and property 
registration. Dispersion in the legal provision of tax incentives creates grounds for duplication and can 
hide the true extent of the incentives. In addition, short term policy decision like the accelerated annual 
allowance which is limited on capital expenditure incurred only during income years 2013 and 2014 on 
industrial premises dedicated to manufacturing, plant or machinery, electronic and high-precision 
machinery and green technology equipment adds to uncertainties in decision making in so far as no 
clarity is provided as to whether the incentive will be extended. Therefore, without a clear policy and 
absence of incentives formulated in a scheme, Mauritius has not managed to attract substantial 
investment in manufacturing sector resulting to a gradual decline in the contribution of the sector to 
GDP. In 2014, the overall number of large enterprises operating in the industry decreased to 240 
down from 404 in 2000. The overall contribution of the manufacturing sector (exclusive of sugar 
milling) to GDP has been falling since 1999, influenced largely by a declining EOE sector. From a 
peak of 23.3% in 1999 (its highest level ever since), its contribution to Mauritius’ GDP has fallen 
steadily to 18.9% in 2005 before increasing again at a slow and rather consistent pace. In that respect, 
the share of manufactured products to GDP in the period that followed, i.e. 2006-2008, oscillated 
between 19.1% - 19.5%. Forecast for 2014 further reveals that the sector’s contribution will again be 
less than the previous years with estimated rate of 16.6%.  

Case 2: Introduction and abolishment of tax on gains on immovable property  

Mauritius strongly supports private sector development and has introduced supportive legislation and 
policies. These policies, to a large extent, have been consistent and coherent over time. However, in 
2010, following the national budget, the Income Tax Act was amended to introduce a tax on gains on 
immovable property. In 2011, a year after, the measure relating to taxation of gains on immovable 
property was reversed and all provisions relating thereto were repealed.  

Therefore, the income tax on the gains derived from sale of immovable property introduced in the 
2010 fiscal year at the rate of 10% for individuals not engaged in the business of property dealings 
and 15% in other cases was abolished on transactions effected as from November 2011. The 
introduction of this tax has had a negative impact on real estate development, in particular, on non-
citizens who acquired a luxurious residential property in Mauritius as an investment in liquid asset 
class on the basis that, when sold, the gains would not be construed to be a taxable income. This 
newly introduced tax had the effect of diluting the competiveness of the Mauritian realty sector and 
blurred the image of Mauritius as a jurisdiction with a stable fiscal platform. It resulted in delayed 
investment decisions as it lowered capital return opportunities on investments and tighten exit avenues 
in Mauritius (through a lower absorption of real estate property by the market) vis-à-vis other 
competing jurisdictions. The newly introduced gains tax also triggered residential property resellers to 
increase their sale prices by 10%-15% to offset the tax impact, thereby increasing the product-price 
point of properties in Mauritius. The overarching effect of the tax on gains was a decrease in the 
competitiveness of Mauritius property market.  

 


