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C!UPTER 1 

OBJECTIVES flliD LOGIC OP THE PROJECT 

!al!SSIOU 

l. Th.e project was considered as one of the principal natio-
nal objectives of the Govermient of Llauritius which was to build up 
the i:l~ustrial sector - specially the export based - as the :ost pro
miSing provider or jous for the increasing numbers or yoUIJg people 
who are coonpleti.Dg their education and entering the job market. 

2. The p~oject designated as DP/riL'\R79/008, was prep3red by 
-:he Government of Mauritius and signed by the concerned parties on 
Ilece:iber 31, 1979. The L1inist:ry of Com!nerce and In:iustrJ was desiga
~~ed as the lmplem.en~ing Agency and TJUIDO's Factory Est~blishlllent and 
~~~•=t.ge~ent Section as the Executi..og Agency. 

?RCJ'ECT Is E~NIRONr.!ElJT 

3. The authors of the project document e:apllusized. tha.t t!lt.! 
enr.-romuent in which the project proposed to operate was very cc;.i.plex. 
'!'hey- had cognizance of the multitude of contrajictory poi:c.t3 of vi<::1-.; 
concernirig the nature of the industrial problemg afflicting A.!auritiu~ 
and were aware that no bnsic research bad been done on the ~~bject • 

. ;LLOCATION OF RESOURCES 

4. The budget consisted of UNDP contributions cf US~ 195,CG8. 
~~ Goverment of Mauritius contribu~ions were je.l"ined as "i!l. kin:i". 
Wit~..i~ this envelope, 24 m•ui-months were provided for an Adv-isor on 
==.:iustrial Management, the author of this Terminal Report. ~ills 

~ss~~ent was extended by additional 10 month~. 6 man-months w~re pro
Yid.e:! for an Advisor ..,n Management o! Spinnin,g and Weavi:cg. A Cou:itl!:
pa;:i; was to be proViaed t:y the Ministr,7 of Commerce a.nJ Industry tor 
the duration ot the project. 

st:"~ OP OBJECTIVES 

5. The project Joci.wuut c.:illed for c:xt~nzi•rc:, i.r.-J<:pta inve::.;t-

--1 

igations of v~ous allegations cc,ncerniog the industri:i.l zhortcoci.u..;s 

/ 
a.~d the development of a rapid, pragmatic action pro:;ra:a involvi.tl,'.; 
essentially managament tr::.lini~ and in-plant consultancy.' 

I 
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CHAP'l'ER 2 

STARTHI~ AND CLOSilTG DATE!S OF FIELD WORK 

6. This Advisor arrived in Mauritius on July 31, 1980, 3.Il.d 
w.1.11 terminate hl.s assignment on April 6, 1983. Due to his accrued 
leave entitlements, he was absent between June 1, 1982 and September 
l.O, 1932. Mr. Moh.:imed I. Shab"3ek, Advisor on lfanagem.ent of 
Spi.!mi!lg and. Weaving, arrived in ?lauritius ci:. August 8, 1990, and 
departed on January 3, 1981. 

comITEBPART 

7. ~tr. J. Pochun, Economist :from the W.nistr/ of Com!Ilerce 
3!rl Iniustry was appointed as the Counterpart. He d~parted fro~ 
;fauritius on August 3, 1980 and returned during the last week o! 
::ctober. Since this departure;: coincided ·Ni th the arrival of both 
;\.i·r:..sors, tila Ministry noctinated a tempor~ Counterpart, e. V. 
lutcbneen:iraidoo. This Counterpart was available for o:le w.:iu::.h only 
,1!:!.i wa:J not faiili.liar with tue project. 

8. Mr. Pochun was never f'Ully released fro~ his oth~r 
au~ies at the Minist:cy and was out of the country on three other 
~;f'!'icial missiol'l3 not related to the project. His participatio:i in 
r;:'oject activities was sporadic up to February 1982; free th~n on, 
~? ·m~s unavailable. The Counterpart professional kaowledga proved 
-ro be rather weak and he had onl:r a very limited expc:3ure to 
i.n.dustrial problems. 

,, 
J. Mr. Shabayek released himself from the r~cp~!l.Sibility 
:;~ trai.'li?Jg this Counterpart. This Advisor was r~g=etf"..i.lly forceJ 
.o;~ ~.ske the same position. 

C2~iFITS:i:OU OVER PROJECT'S TErii.IS OF REFERENCE 

10. A meeting with the representatives from the inJustrial 
3ector was held for this Advisor's benefit on August l, 1930. This 
:neet1ng contirmed the (\i.fte1·cnct=s rJf opinions, aizn4Lh:d. by the pro
ject document o.mocg the various caaagement t:ictio~ prc::::cnt ;1!:i.:h 
rejected th~.'i.dvi:.;or' ~ prei~u:,;.11 tor a .i:d;1 cunc<?rti:;it:..;: :.;..:.;;..;i~~.-; 

before the start-up of the ficlll work. 

11. During the fir;;;t ·~··:.:e weeks botll AdV1:::ur::: vi;.;l.t.:J. s~ve-
ral factories, chaperoned ti:,r u r;;;rirt::$..-:ntati ve from til~ :~al.i.I'i tiu::: 
Export Processi.cg Zone Association (the ?.lEl'Z.t.). 'l'he vi;;;i t~1.l i.lldus
·trialists had no idea what the project vras supposed to be cll abcut 
and in the prevailing opi.nion, uv!h Ac.lvisors were Expert:i .:.r. 
Supervisory Training attached by the United tfati. ow; to the U.:.u:: tiu~ 
Export Processing Zone Azsoci~tion. 



12. This Advisor requested the Uinistry to set up another 
meeting which, held on September 2, 1980, tailed to convince the 
protagonists, ot wb.:lt were the terr:tS ot reference of the project. 
The Advisor announced that he was preparing an Interi.::l Report to 
clear up the situation. In the meantime, the? Ministry 3oareed 

-.,;-

that f'Urther liaison with the industrialists would have to be pro
vided by the Mauritius Employer Federation - Mauritius Institute 
ot ?!anagement. 

13. The Interim Report highlighted the following situation: 
~ industrial. problems were ill-defined :ind self-inflicted by 
inexperienced top management. The ''middle management issue" vos 
non-exi.Stant in the majority of the companies due to the very 
=odes~ size of the establishments. The availability ot suitable 
~au_-i-:ians tor intermediate-level factory jobs was very much exag
gerated. The allegedly deplorable behavior of the local labor force 
.;;>'te:::t:?.ed :froci mismanagement of human resources. Thr: institutional 
s-.;pport was bureaucratized and uncoordinated. The Report presented 
::... se:.-ie of recommendations. Uc co:i:n:e.ats were received. 

?:P..ST TRI:>.\RTITE REVIE~ 

:!.4. The project 1 s Progress Report W'1S revie·::ed on J:'e bru.::r.r 
::3, 1931. The Report emph:l.sized that the logic of the project ;~as 
based on hearsay and the undetected problems Vlere repl:iced by a fe.-1 
~on signi.ticant peripheral issues. The Report mude clear that the 
project's time-span and allocated resources were insufficient to 
~ope with the expectations. The participants of the Review Bt,"?l"~ed 

t!:lat in order to create the biggest iill~act from this one-man a~~ign
~ent, the project should concentrate on pragmatic act~vities such u~ 
-:raini.Dg workshops, in-plant coO.:Jult~cy anJ operatiunal audit~. 

'.2CONil TRIPARTI'l!E REVIEW 

15. The second project's Progress Report was r~vieV1ed on 
~cveaber 3, J 0 81. The report e~pllasizeJ once more the genesis and 
~e t:a.ture of industrial. shortfalls, this time quantifying the :ri:iu
, ,...gs: 31 per cent ot the visited companies were a1"flicted by inept 
-:op ma:iagement. The UUIDO' s Senior Industrial Pield ;,J.vi:::or, 
$econded by the UllDP's Resident Representative, propo~ed to extend 
tb.e proj1Jct ·oy llllOther y<::ar and to allocate- to it :..:.t l.::'-l:Jt one 
"Associate Expert". The i·t:p.n.::.Jcmtatives !:L"OCl th!.! :.1ir~:...:.;tr1 Ol.; l!u'-'l
?11.P.!"Ce and Industry and the 1!ini:.try for Economic Plaru:..iuL; thi.:.ui:;::...t 
thi3 to be an exc~llent iu~~. 

1 
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16. Having no further m::w::o about the propose.;! e:xti::I!.:Jion ot 
the proJect, the Advisor stai·ted wi.ndi..n,g-up his activitie~ in April 
and iJa,y o-r 1982. On Uay 21, he SUU::lli tted to mrrno a proposal fur 
the Terminal Report and was ready to leave the coi.:ntry on July 17, 
1982. 

17. On July l~, 1982, tee local UlIDP Office received for::.al 
request :!'.roin the :c.ew Govermc:=nt to extend the project by nnother 
ten months. 

MTh"'ISTER'S VISIT TO tnritO'S HEADQUARTERS 

18. In Au.:,crust of 1982, the new Minister of Commerce nnd 
Industry received an invitation to visit UUID0 1 s Headquarters. 
This visit took place on November 29, 1982. According to the 
i::i~utes of the meetiDg, it was agreed that the present project 
sho~ld not only be contiIIued but expanded into other relat~d are~~, 
-<·~ely into the field of industrial engineering. Specio.l mention 
w.".ls i:ade of time and motion study, industrial hygiene c:u1d z:rt>ety 
:tro.;r~s, and particularly those f'Unctioas which co.a.:;;titute in~~ ... z
~r-~'..I: ?r.gineering and :factor.r operatioD!3 i;;.an::igeir.ent. The::.e >';<!re 
=-·~cogniz~d as the earl'? arocr .. d \'1hict: th~ w!•ole in~u;.;tri:il ci<!vcl.or:~t:;::..t; 

!.:::: bu.i.H. 

:.9. A wish by the T.1ini:;ter was e:q>ressed t!la t a group of 
w.:11 qualif'ted industrial angineers and industrial eccnomists ~d 
p::i~>sibly other specialists should be fanned. This group zhoW.d be 
c!:.ll'ged with the responsioili ty to render advice to variou::: iLiu~
:r.t.32. ~nterprises and Government o:f:fices in regard to in.stallaticn 
;:; f n<:w 1c.anage:nent syste:ns. 

_.,. It ha'> been &greeu that the ccmpo::;i tion or th.!..;; ciToup 
~l .• J~d be established by c:q>erienceu profes.:iior...:il~ duriu,; a spec:.:ll 
-~i.a&::.~!i:t:.c :cU.:;:sion ·to r.t.iuri tiu:.. 
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Cft\P'l'ER 3 

AC!llEVE1T;"~lT OP OBJECTIVES 

21. !!!!mediate objective called for upgrading o! the middle 
ma.nagem.ent e!tectiveness within the weavi:cg and spinning enterprises 
ot the EPZ. 

22. This assignmec.t uas under a perpetual question mark and 
the reasons ~ \vere suf".riciently clear in the project docum.eat and 
subsequent events. In 1979, wt:ile the project was taking shape, a 
separate ad-hoc committee concluded that the University of Mauritius 
sb.ould start a :tacul.ty in Terlile Technology. Pa"t"allel., while the 
project went into the implementation phase, the European Economic 
c.~ ... .,,m; r:y, answering a separate Government request, was propo'1~ 
e:Qerts for in-pl.ant consul t:lncy in the EPZ textile sector. 

23. Mr. Sbabeyek had to spend a lot of ti.Ille conductio,; a 
jas~c industrial. census cf the target sector before going into tu~ 
:.-e=e~al phase. '.'7hat resuJ. ted was a sharp dichotocy betm"?en th~ 
:;~j ec'tiv·~ as defined and the re:.tl.i ties as f'ound in the tield. B~::;t!J 

;:;.:, his findings, Ur. S~baydc had to concentrate o:a th~ protl(;!:J. o-:: 
~~it"J control which went undetected duriI1£ the project's 
~or:ruJ..ation phase. 

24. To begin with, tne \·1hole textile .aector consi~teu tiit;r~ 

er one closed-down com.paI.\(, two companies on the brink o! bankrup\.:y, 
one still instalJ.ing its equipm.:!t1t and foi..<r fully opera~ional firt::.!;. 
~~e basic equipment park in these enterprises conzisted ot 182 loo~~ 
. ..::.i 25,320 cotton, S-J?lthetic and woollen spindles, hardly enough to 
- 0 ke one economic size factory. These enterprises were el:lplcyiz.lb 
:~e~ 2,112 workers, 42 local management trainees and 82 eX?atria~~ 
-:.:ec!:::.i.cians and managers: Cine expatriate per 25 work.,:r:.:o. lo. oth.::r 
·:•c.!":!.:o, the entire line-and-;;t.lff raanageml:'nt; in tho,\;e ent~::::-pri::::.:::; ,;;...:.; 
::..=. tcr'!ign ha:lds. Literal interpretation of the mission objective 
-;;cU:..!. =.ave resul. ted in nn uni;sLI.:L.l si tuaUon ot one United :b.tions 
:?=?ert showing 82 othe_!" foreign experts how to manage their 
CC:!lpani.es. 

25. On !Tovember 3 1 1980, Ur. Shabayek ini'omed. in -.1riti.ng 
't!::.e C'naiman o! UEPZA that consul ting services were avail:ible t~ tha 
spimliog and weaviDg compon:ius o:t the Export Processing Zor .. e. As no 
:reply W:lS received and r~o Count.::rpart available, :.r.r. ~ho.:.i~:;el:::-::;t:.:.r~..::tl 
door-to-door canvas~ing and, ultimately, four compnni~o r~spon~~~ 
favorably to bis O"ffer3 or fr~e :J.S~istanc,;, 

-1 
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26. Eo.rly in December 1980, it bec~e obviou:: tii.:lt the work-
load required c. aiDimu::i six months e:rlension o:f this assig:Dlllent. 
The requirement ;·:a:> approved by the mIDP' s Resident Re9reseo.tative 
and UNIDO' s Se!lior Industrial. Field Advisor. At this point, tlr. 
Shabayek was :in:!c:rmed by several con."""used industrialistz th:lt his 
competence was investi.;ated behind his back and there were rumors 
that other experts might arrive shortly. ~. Shabayek, I.I.Sc. Tech. 
{Textiles) Universit"J o:f u~nchester, ref'used to continue under these 

conditions. 

27. ~- Shaba,yek docw:i.ent<?d. his findings and e:ff'orts in a 
separate Term:iI:al Report. This Report could be sUI:l!led-up as 

!ollows: 

(i) All problems a:ff'licting this sector were concentra
ted on the ver:y top a!ld resulted, more than aeyth:iJ:lg 
else, from a peculiar concept of' enterprise based on 
unproductive equipaent and particularly inept 
expatriate ma..nagement. 

(ii) The expatriatt!s, the de facto manag~ent and t.'.l.r
get o! the assigtt!!a'l.t, were resenting outside intervt:r:
tion, co.asideri~ it :...~ a pot~ntial d~'6.::r to th~ir 
sinecures. 

(iii) With two not~ble exceptions, the pb.ut eq_uipcent 
consisted of ru."l-<l.own nachinerf over-invoiced :.r!: seve
ral times the value or lle\'I one then availatle on the 
market. 

(iv) All visi teu coiapaoies were above :ill dr::ficic"?nt in 
quality control ani lacked either the ueces'3ar/ equip
ment, or the competc"?nce, or botb., to curry the in-p.L"oce£>::; 
tests required to inzure a constant quo.li t:"J of the 
:finished produc t. 

( v) The !.!Gi.uri tiu:> Z-c:.wdarci Bureau wa::: i..~..:ible to t~s t 
the imported raw m.at.:rials, subject to ca..>lJ invoici!l.g 
abuses 

1 
since it l:.ic:Cc?J the bacic labor3 tor/ \',cl.ch •:1.:iuld 

have costed about US$ 150,000 at 1980 price:.>. 
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cmPrEn 4 

ACHI'~!iT OP OEJECTr.'ES - TIIDU~TRV.L !.LU!AGE:.:.:.:mT 

ASSIST.AlrCE ro ttAlT.AGE:IEUT 

28. The immediate objective called for initi~tion of a pro-
g:raI:l for diagnosing and solving operational manage::ient problems at 
enterprise and plant level. 

29. 
assigmlents. 

At the last count, this Advisor had to his credit 60 

(i) 19 generQ! surveys served a.c:; an i.Iaporto.nt :tacts 
finding activity consisting in each case o:t visits to 
the :factories, management interview5 and w:ial.ysis of 
relevant records about the compa.n,,y concerned. 

(ii) 18 operatior..31 audits were used as a vehi~le to 
assess the per:tor.n:mce ar concerned enterprises. Each 
case required an in-<lepth analysis of :tin.:inci<ll records, 
managemc.."lt practic.;:i::; 3.r.J op~r::i.tional pro<!elur<?:.;. 'i.'~h: 

audits were comm:i$3ioned by either the ~inistrJ of Ccm
merce and Industry or the local banks. On the very few 
occasions when tile B=ui.J.::;:; or the Uinistr'J a~~igned obser
vers to the audits, the observers were Ji::;cour~ged ~ter 
a few days o:t "digging" and were quitting the assi.;nuent;:;. 

(iii) 23 assistance projects covered the vrilole ga::iut of 
industrial issues. The requesting cocpc.i-.iec .-..:re :..i[li)lj·
ing :tor assistance through tl.1! !Jauri ti us I:1.3ti tu te of 
Management. Two C'onditions stipulated invari;:ibly by thE: 
requesting enterprises must 'Je highl.ightd: th.:::y ·•1ere 
ref'using that the Advisor be accompanied by "observer::;" 
from the l.tinistry and were adaia~nt about d~ontologicul 
coc.!idcntiali ty. r.Iost o:t all, they did c.c t \'•~t to l::e 
considered as "case study guinea. pigs" for public cli:.cus
sions, as i.t was e:cpected by the authors of the project 
document. 

):J. This was the :first time that ~ey mission ;.lCtu;llly Hent in 
~he field to solve some 0£ the problems at the plant lev~l. The most 
i.;:iportant contribution ot thic ~ctivity ~ay resid~ in ~n~ tact that 
sc~e i."ldustrialist.3 bec~e ;x,;ara ;;,;: -zhe sta to:: or ax·t v.r 1:Li...: lcc:..il 
ind;.i:>tr/ aad a few had first-hand o~portwti.ty to ju~~~, L:; resW.t:J 
obtained, the iruportunce of pN:.t'l!:J~ional factory r.i::ui.:..z,;;t1~0.t. 
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M.ANAGEr.IEUT TRArnnrG 

31. The i.Iruilediate objective called for identification of pos-
sibilities to i::iprove the availability and effectiveness of Mv~·1ge
ment skills for e:;:isting and prospecti og future enterprises, with the 
eciphasis on the Uliddle man.ugement in the EPZ. The r:iaoa,;e.:J.ent train
ing activities were conducted with the logistical. support of the 
Mau..""itius Institute of Uan:lgement, an organization created for this 
purpose b;J an ILO mission in 197?. 

32. .A.t the last count this Advisor haj to his credit five 
se!ilinars and !line workshops. T'ne seminars attended by 25? c.anagers 
covered the whole range of industrial issues and were over-subscribed. 
The workshops attended so far by 236 participants required 647 i.n.s
tructio:is hours. Both activities received more-than-adequate news
paper and television coverage and at the end of each workshop, the 
success:rul graduates were presented with Certii'icates. 

33. T'ne Adv"isor ~·1as following the on-the-job perfort.13.Ilce of 
his w0rkshop graduates and notad that oost of them achieved SOQ~ 
c.eaz•.:.rable improvecaats in their companies. Exnmples: 

:~.l. In one co:::ipacy, the savings generated tnrou;:h i.c.proY..:-
r-,en.ts in productivity excee~ Rsl,150,GuO. In anoth~:.c ou.:-:, th~ 

~~~~c.gs re~ulting from cost ~ejuction progr::i.~s amount to Rs373,0CO. 
~~c... In so~e notable inst;.;.nces, the workshop graduates started co~
jucti!.i,g their own courses inside their establish:.ients. For i.u.:>tance: 
:!:'. D. Band.hoc froc Rogers & Co. Ltd, runs appreciatio~ courses on 
.;Jst reductions for over 150 ui.a:o.agers, Vii th compulsorJ :J.ttendance. 
:ir. 3. Valeyden frou Lonrho Co. Ltu, gives courses on :;uparnso::y role 
·':o .!'epresentatives from sugar estates, etc ••• 

J-:;?.:.;I.!STIC CCi'XlIT'E.!E!rTS 

;:; ~ The project •Jocument proposed, in'ter alia, the creatior. o:: 
:~ pi.!!li!l cf qualified consul tan.ts. Since the proj .::ct did. not pr:lvide 
::1:: ~=cassarJ financial and I:J.:mpower rasou.rces to recruit, po.y, dir.:ct, 
-::::-ei.in aJJ.i administer potential co.nJidates, the scheme w~ dl)letc:d by 
the second Tirpartite Review as unpractical. 

36. Uotwi thstandi .ng the suggesti o:as C'ffered by the project docu-
went, the Advisor found unpractical aIJ3 colillllittment to th~ Indu~trial 
Trade Train; rig Center and the Uni versi cy of !.Iauri tius. The curriculU1:1. 
ot the former was of no interest to th~ project's te:rm3 of reference ..i.nl 
t:-1e University of Muu.r.itiu.s J.is~oa.tinueJ the relev'-'n'li JJLtsirieso 
:.!anage!:lent Courses by th..? ti.:!•1? tl:..e AJ.vizor ::irri Y~d L1 ~.!~1..tri ti us. 
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37. The idea of an e:,clusi ve training progril!Il for the 
Mauritius Export Processing Zone Association was also unrealistic 
since this organization failed to organize a single workshop and its 
I!lembers pre:!erei, wlutever the reason, the mi.:>:;)":li ty of se:tU.:::3rs :::.::il 
work.shops conducted uc.der the auspices o~ the hlauritius Eoploycrs 
Federation - Mauritius Institute of hlanageme~t. 

38. The project docu.~ent proposed to define the requirements 
for managerial skills and training time-tables in a three to Si.."C 

years perspective. The Advisor regrets that in the absence o~ reli
able data and torecastin,g there can '!le no question of extrapolati:ig 
such requi.re~ents. Two exair,les: 

(i) there are five contradictory employment figures 
for the mamifactur.i.ng sector for the calendar year 1980, 
depending on the source of information and ranging troQ 
a low of 31,102 jobs to a high of 52,702 jobs. 

(ii) the two oonsecutive Five Year Plans for Social and 
Economic Developoent projected 48,000 jobs !or the EPZ 
sector for 1980. An estimate of the World Dank situated 
the ~ost likely target at 35,500 jobs for the ~.:JUl~ yeJ.r. 
The actual employment figures -.vet"e 21,3.+4. 

ASSES~.I:SUT OF MAMAGE!filHT SHORTCO!JI!JGS 

39. The Govermaent appears to have been verJ much. pre•.)Ccupit::l 
a!lout various allegations and theories concerning the zlow-du\'i!l of 
~e E:cport Processing Zone gr'O\'lth. An in-ddpth analy:::iz of th.:: 
problems is co~tained in the Technical Report. 
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1. The earliest :.L::i.Ll.l.·i t:i..:m .:uterprise was the lo.tiI'undium-t'JPc 
sugar plantatwn where managea.o:ut w::.s just as much a function of social 
stat>·s as that economic nc.:'-!e::>sl r;J. In such environment the terms 
"owner" and ''manager" were forcibly .;;ynocymous giving birth to "the coi.;.
cept of "cbariSl!latic auth1Jri t'J 11 that ic, an undisputed right over one 1 ::; 

property, includiIJg the slave labor. Even though the plm:i.tatioos h.:J.d 
some token rul.es and routines o~ adlainictration, the concept of ma.Il.'.lgc
ment, per se, was immature sine<: it did not recognize the need for au 
organization based on the indispensable delegation of authority. The 
plantation overseer wns the only link between the chariSI:lD.tic source of 
power and the labor whose only rights were those emanating fl-om. 
paternalistic obligations assumed by the owner. 

2. This "immature management" could not develop into "manage-
ment tor growth" since it lacked the two important trigger mechanises 
of modern economy that could have stimulated its evolution. To begin 
with, the owners-managers were never in direct competition with each 
other and had no reasons to improve their operations for the sal:e of a 
direct, competitive advantage. Moreover, even though they mastered 
the technique of investing capital in fixed assets for upstream sugar 
treatment processes, in their eyes there was no essential cifference 
between growi.J:Jg the sugar cane in a field and, say, dictilling it into 
rum in a plant. 

GENESIS OP LOCAL INDUSTRY 

3. The great distances in the days of the sailing ship forceu 
them also to establish small shipyards, iron foundries and keg and sack 
making in direct support of sugar cane processing and transport of 
finished goods. The distances favored also the development of a "cot
tage industry" producing the basic necessities of life. The ninete~!lth 
century introduced a secondary industry and the twentieth century added 
a few more sophisticated product lines. All these were small-scale 
operations catering to the local market and keeping up a leisurely pace 
'Ni th the growth of local econoey. 

PROFESSOR JAMES MEADE MISSimJ 

4. In the decade between 1950 and 1960, this lei3urely growth 
was perturbed by a population explosion which increaced by 180 thou3anJ~ 
from 465,000 in 1950 to 645,000 in 1960 thus creating an instant spect~~ 
of huge, 1\iture unemployment. In that year, an economic mi:.wion lead t:; 
Professor James Meade conducted the very first survey of the economic 
and social structure of Mauritius. The mission documenteu itc findings 
in a pessimistic report and li3ted the major handicaps to the future 
industrial development: shortages o! investment capital, abcence of 
managerial skills, absence ot raw materials, smallness of the local ~·-
ket and the isolation of the Island both from the source~ of rav1 
materials and potential tcreign markets. 

l 
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4. Following the ''tleo.de Report 11
, the Government declared a 

policy of encouragement to new industries. In 1964, the Development 
Bank of Mauritius was established to provide long-term institution~l 
financing 311d the Developl.llent Certificate Scheme was otficially 
introduced. The scheme provided for several incentives, among them: 

(i) Corporate Income Tax holiday for periods co!illllesurat~ 
with depreciation sch~duling. 

(ii) Exemption !rohl payment ot income taxes on dividena~ 
for a period of fiv1: years. 
(iii) Free repatriation ot profits for foreign inveators. 

(iv) Long-teni:. loans at favorable interest from the 
Development Bank of Uauritiu~. 

(v) Exemption from import duties on equipment and 
materials not available locally. 

(vi) Import quota protections of up to 80 per cent of the 
total market demand. 

5. The scheme, based exclueively on the so-called "supply-side 
factor", produced mediocre results. With inflation outpacing the manu
facturing value added, thL sectorial output went into stagnation and a 
new ineentive dimension was needed urgently. 

THE EXPORT PROCESSING ZONE SCHEME 

6. In the 1960', the Government took a step iI' the right direct
ion and commissioned an industrial opportunity study. Based on recommen
dations of the study, the Government created the Export Processing Zone 
Scheme which expanded the incentives offered ~reviously while aJJ.io.; the 
all-important "demand-side factor". 

7. The demand-side factor did not result from fJIJY particular 
promotional e:f."fort but from the ratification of the Yaounde Conv~ntion 
granting the 'made in Mauritius' products an instant duty-free access to 
the European Community markets. Lfau.ri tius, in a much more econolllically 
advanced state tban the remaining African, Carribean and Pacific sig.outo
ries of the Convention, attracted immediately the Asian garment ma.kerD 
with already established cowmercial contacts in the West European murl:...:its. 
These first foreign promoters were reaching the limits of the EEC quot..:.;.; 
assigned to their own countries at a time when the EEC econo~ ~as parti
cularly buoyant and eJCLlandi ng. To these promoters, Mouri tiu1J representc::J 
a new launching platform from which it was legally possible to e::q..and 
their exports to this growi.Dg market. 
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8. The supply-siue factor ~r the Scheme elaborated and expanded 
some of the privileges already gran~ed to the Domestic Certificate 
Holders: 

(i) Corporate Income Tax holiday for up to 20 years. 

(ii) Full exemption ~rom payment of import duties on all 
capital goods, raw materials and semi-finished goods. 

(iii) Favorable labor legislation to assist the enterpris~s 
to meet their export objectives. 

(iv) Priority h~ Che allocation of investment capital, 
leases at preferential rates and capital investro.ent loans c.d: 
up to 60 per c~ut of tot~l c~pital investments. 

(v) Guarante~ ~~~inst nationalization. 

(vi) Government assistance in trade missio.us, tr::..Je fall":.;; 
collective advertising and negotiations for faborable frei~ht 
rates. 

-, 
I 
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ASSESSIJEH'l' CI!' '1'13 1C:..7.STIC SCIIEtiB 

COST-BENEPIT .A?ID SECTORIA.L EV . .\J,UATIOU 

9. Despi ta th<i p:..1..;;::;;:i;_;..: of 19 ye;;rs "1ince tha fir:::;t in.troJ.uc-
tion of the scheme, tllt:re ha:.:; b.:..::n no eval'l.i.ation of its cos't:> ;.md 
benefits to Mauri tia>l econccy. ~\u·tht:r.nore, ::.ince th~re i!:i !lO timely, 
reliable and coherent in:roro;..tiuu structura, even a :;;ec-cori:.J.l 
evaluation of the scheme mu::.t b~ reduced to "illlpression sur•rey~". 

ANALYSIS OF TEE LOCAL MARKET 

10. The local market with less than one million consumers lack;..; 
both the necessary affluence and homogeneity to permit economic-scale 
industrial operations. The main characteristics of this market are th~ 
followiDg: 

(i) 
(".) 
(~~i) 

low purchasing power potential, 
proliferation of organized behavioral system;..;, 
tradition of subsistance economy and archaic chann~l 
operations. 

11. The purchasiDg power of the consumer is a :fundamental ele
ment of demand and wil.ess a person has money or the ability to acquire 
it, he cannot be considered a potential customer. This lack of essen
tial affluence of the local market already restricted in size is 
evident from the followiDg data: 

(i) according to the most recent Household E::pendi ture 
survey, an average income per household is approxi
mately Rs2,212. per month, with half' of these 
households haviDg an income of less than nsl,518. 

(ii) according to the World Bank estimates, 24 per cent 
of the total population subsists below the absolute 
poverty level, 

(iii) accordicg to the Central Statistical Oftice, 
Mauritius m::: less than 40 thousand assessed t-.::
payers, about 7 per cent of active age popul~tion. 

12. The absence ot an 'inverted' income distribution pyr~J i~ 
further aggrevated by the existence of important ethnic und reliJiou~ 
population segments, each one with its own social, cultural, dietary 
and apparel habits. The con.oumers in these segments form speci!ic or~~
nized behavioral systems which cut vertically the income strata and 
create a ur..U. ti tude of target marlc:ets. 

-1 
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13. Mauritius ha;:; a Jc~ply iflo"Tain~J tradition of 'back'J:i.rd pro-
ducers 1 supplying t!le preJor.U.n:mt but less affluent custOlll.:r with lo\;
cost commodities. At this level, th~ price advantage, the only locally 
significant component of "the pru~uct mix results :from a co~bi:n::ition of 
low overheads and the absence of distribu"tion costs since the back-yard 
producers sell directly to tr.e cu..;;tom.er. This type at marketing corre:..;
ponds perfectly to the basic n~eds of the majority of the popul~tion ::ill.d 
does not have to depend on iliQJ~rn m.:.irketing techniques, sophi.stic~ted 
physical distribution cyst.::m.:. :.wd tH'I'icient channel operations which 
would, ultimately and nedle~.::lj·, :.id.d to the cost of the product. 

14. On the other r.:.u1J., the COt!UJ.Odities that co.ru:ot be supplit=::.i 
by the backyard producers, x:::: i...lporteJ :ind marketed thr0ugh :::i:,Ti::.ds o::· 
non-specialized small ret;;.il ~~:·0f..;; carrying unbelievable ~:.:;ort'.:aen"ts -.~· 
inventories. This intensive ,li~tritution which disptmses wi "th the nect:~
si ty of channel :tunctions and ci.l.::.rmel c::i.ptains, reflects ;:i.._;:lin the t~y:.z:._: 
habits of the local consumer. 

15. Such market responds poorly to tests of income elas~icity of 
demand, beiilg essentially a market of low-quality, low-priced basic con
sumer goods. Par other goods, the demand is very low up to a fairly high 
income level in which the population in the strata is not large eno\16h to 
provoke a significant reaction to price elasticity. The experiments con
ducted by this Adv:isor within the framework of his workshops, were indi
cati:cg that even though the demand curves within specific income groups 
were fairly elastic, the i!lcre~ents of deman~ were reaching too fast toe 
market segment saturation point. This is wb,y the profit model~ based on 
price-demand !actor were givillg values situated invariably outside the 
acceptable raJJges of "the model, i.e.: the cost of prod~ction exceedi~ the 
selliilg price. 

AlIALYSIS OP OWMERSHIP 

16. The enterprises operating with the Domestic Certirica· 
almost entirely Mauritian-owned and concentrated in the hands of . 
powerful. groups and families with parallel interests in t~e sugar, il 
estate and tradiDg businesses. The definition of specific ovmer~hip in 
these enterprises is complicated by hidden interlinkages ot interests 
leadiDg to informal holding companies, mini-conglomerates and ti.ay, 
privately-owned 'industrial estates'. 

1 7. Because of their predominantly agricultural ::ind trading b:.:.cl:-
ground, the local entrepreneur~ lack the necessary sopi1.istic~tion, expo
sure and expertise required in industrial investmentc. They are useU. tv 
investi.ng in do-it-yourself' proji;?cts and g&'lbling in ventures that car...uut 
pass the acid test ot even the most superficial scrutiny: 

AccordiIJg to thi;? recent Ministry ot Commerce and Iuclu::rtry 
Statistical Section figures, those entrepreneurs :-JUbuitted 
416 applications for Domestic Certificates since 1976. Out 
of this total, only 111 were approved by the ~inistry: 
a 73 per cent rej~ction rate. 

-1 



---·~n..:::"' l 
P;;i.ge 6 

ANALY3IS OP PERFOihlAUC2 

18. Accordi.D,g to the ~.:.r.:ie scurce of intormatioc, the pro2I'a~~ 
measured ir. numbers of indu~tri~s crt:at~d with Development Ccrt:Lficat~~ 
was constant and reacheu th~ fi~ure of 136 enterprises by the end of 
1982. But, at the same time:, i±e total euployn.::nt peak~d-of'f' at 6,587 
jobs in 1980, and declined to 5,949 jobs in 1982. This i::.i wey the ::iv.;
ro.ge employment per ent~rpri~c ~rcppei Jurillti the same period fror.: 6C 
to 44 jobs: 

Table 1: Ei.PLOTWEHT Lr ·_;_·~r:; DC :;:::;T:;nPRISE~ 

1979 l2QQ. 1981 l'v~·, .• c.;,_ 

Total employment 6,176 6,587 6,-H:lo 5,949 
Number of enterprises 105 110 129 136 
Employment per enterprise 59 60 50 44 

Source: Milu.strJ of Co1JUerce and Industry 

It is interesting to note that the '.:/orld B:mk' s Impression Survc:y of 
February 1978, situated the average number of jobs per ent~r9~ise in 
this sector at 108 person!::. 

19. As a matter of f"1.ct, t~ stratification of these ent.;!r
prises by number of jobs, contlucted by this Advisor for the year of 
1981, indicated that a full 53 per cent of them employed less tn::.n t~e 
prescribed minimum of 25 people: 

Table 2: STRA~IFICATIO!T OF DC EUTEr.PRISES BY E..!PL<J'fi.IDTT 

emploY!:lent nl.ll:lber of ci.ur.ulativ~ 

r:ll'lge companie:;; nerccnt:i.i::t! 

2-10 31 2-t/'~ 
11-25 37 53~~ 
26-50 25 73~~ 
51-100 18 8u5~ 

101-200 9 9-J! )1~ 

201-300 6 95~~ 
301-328 3 10c.: 

Source: 11in.istry of Comucrce and Indu::>"tl"'/ 



20. In spite o:r abo::; t "t~iv decade~ of inc en ti ve3, the :ct.<:w.c 
remained only a Illilrt!:in;:JJ. cre::..t0r of e.wployments, dr~ing "bah.ind all 
other s~ctors in cre~tive dyu.:.:uiZI:l. and uccounting for little oore th::u1 
3 per cent of total employuent: 

Table 3: EUPLOY!.lillrT II! L'cfa1ZP. ESTABLISHr.rEHTS 

1979 ~ 
Total em.ployo~n t 199,629 196,971 
Employment in DC r),176 6,587 

DC as per cent of t1.n:;..:.l 3 .15~ 3.3~:, 

Sources: r.Iini:.:; try v.i.' J,:..~J.c!l'C-.! '-1...'1.d. Inductry, 
Central Stati~tic~l Otfic~ 

1982.. ~ 
193,~5+ F'') ---. ::.i-,;l) I 

G,.+26 5 '9.::.~; 
-· . , 

3.G/" ) • ..;.;4 

21. This modest contribution is out of step with the ::;ectori~l 
distribution of commercial bunl:s' credits to the private sector. Here, 
the DC enterprises benefit from upproxim.~tely 12 per cant of all short
term credit disbursements. The disparity between the capacity to create 
jobs and the dependence on short-term credit is particularly evident 
through comparison of the DC sector with the EPZ sector: 

Table 4: DEPE!JDEUCE OU SHORT-TERM CREDITS 

DC SECTOR 

Rs233,700,000 Credit disbursement3 
Number of companies 
Number of jobs 
Disbursement per 
Disbursement per 

136 
5,949 

comp:lll¥ Rs 1,71a,ooo 
job 39,283 

Source: Bank of Mauritius 

BPZ SECTOR 

Rs·~56, 700 ,OOO 
na 

23,476 
Rs 3,87u,OOO 

19,454 

This short-term credit is translated in financial statemants ao a cur
rent liability. Related to the number of employees, it becomeo equiva
lent to about three years salar-/ of an average worker. In the ub~ence 
of other reliable indicators it can serve as an idea about u chronic 
lack of li~uidity in an average DC enterprise which, by definition :w,j 

by necessity, is invariably labor intensive. 



CONCLUSIOUS 

22. The local market ·•."i th all its ende;nic constraints i3 not ::.. 
market for 'industrial ruega~om::.ull.a'. The viable local industrie!3, pri
ma._-i.ly in the agro, food ar.J. .:~anstruction materials areas, haw-e o.lrea·lJ 
been created and some of th.:!.:i ur.:: even doing well. If :.U'lllU.;J.l revenu<.;:.;; 
can be an indication of su~c~s~, 48 enterprises createu with Develo~uent 
Certificates have annual &ale:; ::!XCt:eding one million Rupees. In ~hi::; 
segment representing only 35 ~1;;~· ceu-i; of the sectorial tot.'.ll, av.::r'.!t:I.!".-. 
annual sales per compur...y :ire tr.~ f.:illol'ring: 

Number of •.ro t<-11 ;.uw.ual Average sale::. 
com12anies Sttl..!!1 in .~rouE oer companr 

2 Rs239,651,000 Rsll9,825,000 
15 Rs299,784,000 Rs 19,985,000 
31 Rs 94,918,000 Rs 3,062,000 

Source: Ministry of Commerce and IndustrJ 

23. In the remaining 88 companies representing 65 per cent of 
the sectorial total, averaged annual sales drop sharply to less thr.n 
Rs500,000 per enterprise. There are two reasons for this phenomenon: 

(i) the market for these low per:formers never existed in 
the first place, and 

(ii) conforming to the laws o! diminishing returns, the 
Development Certificate Scheme ran out attar two 
decades of viable investment opportunities. 

24. What was left, was far more suitable for sciall-scale indu~-
trial operations. This is why the majority of the loc~ promoters who 
blundered into this fringe investment area with hopes that the supply
side !actor incentives could somehow 'make the difference', created 
unsound industrial ventures with the following common denominators: 

1. absence of su:f'ficient demand. 
2. overtraded financial structures. 
3. excessive investments in fixed assets. 
4. diversion of funds into miscellaneous as~etz. 
5. sluggish or q~estionable inventories. 
6. slow or uncollectable receivables. 

These enterprises are managing their survival becauGe the local ..:c;.;..;:..::r
cial ballks are willing to finance the operat:i.Dg losses throu~h the 
expedience of 'rolling-over' ohort-term credits. 

25. The Advisor estimates that the employment in thio zector 
will oscillate from now on between five and six thouzand jobs, depcmdir.,;; 
on the condition o:f' local ecoaom;r. 
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26. The Advisor ~t~t~J emph.:itico.1.ly on oeveral occ~~ions that 
the Domestic Certificate Schew.e ~·;as basicul.ly unsound since it did ;:J.O't 
take under due consideration the all-important demand fJ.ctor. His Su::i
mary Report prepared in 1Iay 1982, put forward a sugges'tion to the nt::•1 
Goverment tor shelving of tllt.: Scheme and for concentratint: in::;tead on 
the Small-Scale Industrial Se~tvr ~uch less investment-prone anJ oett~~ 
adapted to the needs ot the luc~l economy. 

27. The new Gover::u.;:nt t0.:ii: a serie o:f step::; in ti.us ..iirccl:ior:.. 
The two most important cor~i~ t...::.i in creating within t~1e :1in:i.stry i t.;i::d 
a Small-Scale Industrial D.:1..1..irJ..:...:nt Unit and in ins tructill<; tb:: 
Development Bank of r.IauritiuJ to open credit lines for thi~ ~~~'tur. fh..: 
advisory assist::ince is proviJ~d ~y ~xpert3 from the Goverr..t::lent of Indi~. 

-·-1 
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28. Analysis vI' 'tl~d .:.::.!?'.: S...:ctur is restricted by the ::;a::i.e LJ.cu;:~ 

of information as that ot t:J..:: :UC S.::ctor. Furthenaore, the avo.ib.ble 
ciata vary greatly froxa on.: in;.;:;:.rution to another. 

MARKETING TEHD.EUCY 

29. The loc~l EPZ S~ctur ha~ developed u pot~utially a:.:.ri~c~o~~ 

tendency of concentrating its exports on cne target market, the EEC, 
where they benefit from preferential, duty-free acces~ under the 1979 
Lome II Convention, the successor of the earlier Yaounde and Lome I 
conventions. This access facility has been so far the only attraction 
to foreign investors with apparel background to s9t up their operational 
bases in Mauritius. This tendency is reflected in the table below: 

Table 6: DIRECTIOU OF THE EPZ EXPORTS 

(Rs million) 
Direction .!2li 1917 1978 1979 1i§£ 

EEC countries 247.4 369.8 422.7 540.3 757.7 
per cent of total 80j~ 85% s7% 871(, 85% 

·- -- Non EEC countries 61.2 63.6 61.8 79.8 136.7 
per cent of total 20'}~ 15% 13% 1-"' )1v 15~~ 

Total EPZ Export Value 308.6 433.4 484.5 620.1 894.4 

Source: Bailk of Mauritius 

30. This tendency is further aggravated by the predowinauce of 
knitwear and garments as the main export commodity: 

Table 7: VALUE OF EXPORTS BY COMMODITIES 

(Rs million) 
Commodi!I 1fil ml 1978 1979 l9W l2fil 
Garments and knitwear 204.8 273.2 :;12.7 396.1 566.4. 802.1 
Other products 19.7 28.4 36.9 69.1 113.0 120.9 
Textile yarn and 
Fabrics 17.2 55.9 38.7 48.4 57.9 73.4 
Processed diamonds .s. 5 21.2 49.l 36.8 48.0 28.7 
Electronic components 61.7 59.1 54.3 10.2 84.9 14.0 

Totals 311.9 437.8 491.7 620.6 868.2 1039.l 

Source: Central Statistical Office 
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EXPLANATION OP THE TEIIDElTCY 

31. In the North . .;mc:ric~ markets, the Asi::..n-made g-.:ir..lents l~w~ 
an important COII:peti tive edge over the :buri tian-made g:l.r.iJ.<:i:.ts b.;c:.;.u:.;c 

of a much higher productivity and much lower aggregated traru::porta"tior~ 
costs. In the EEC markets, this lack o:f ccmpetitiVi ty of l..Iauri·!;i:::.n IJro
ducts has been over-co~pcn:;;at.:J by e~emption from custom dutie~ and by 
important import quota co~~.:~:.;i0n;:;. 

32. This is ... 1hy the ~L:.Lm investors' marketing ctr:.;.tea .!.~ b:..i.::.~l 
on vectoriDg their Asion-!:l;.l..:.~ pro..iucts to\·rard the lforth ;llllericn.n :.i.:ir::~t:J 

and their Mauritian-made proJ.uct::. tow;J.l'd the EEC. 

33. On the other h<UlJ, th.J ·;/.!stern European inv.:zt0rs oper~tir-.; 
out of Mauritius supply their u\1n distribution net\·1orb in tt.eir hu~e 
countries and, having no other r.mrk.:!ti.Dg experience, hava no int·.:Irtior_s 
to take risks in other geographical areas with which they are not fa'Ili
liar. The Mauritians with controlling interests in industrial ventures 
are more at ease in Europe, thair t:aditional CollUllerci:ll. partuer. 

34. The unwilliDgness of companies operating out of Mauritiu~ to 
venture into non-EEC markets has been amply demonstrated by the embarras
si~ absence of follow-up ~f the results obtained by the !.Iauritius 
E~;loyers Federation mission to the United Sta~i:s to 'sell 1lau:i ti us' , in 
1982. 

AN!.LYSIS OF OW~lERSHIP PATTElliTS 

35. According to the available inf'ormation, the cumulated ~nv~~t
ment in the EPZ Sector up to June 1981, amounted to a total of 260.3 :::...il
lion Rupees. Out of this total, 92.9 millions (35.7 per cent) c::u:i.e frca 
disbursements sanctioned by the Development Bank of Uauritius anQ 167.3 
million.q (64.3 per cent) from investors' own sources. Out of this 
subtotal, 71.6 million Rupees was put-up by the local promoters: 

Table 8: INVES'I!JEUTS IN THE EPZ SECTOR 

Origin of Total outlcy Mumber of Average per invent:;at:n.t 
Capital in Rsl 2000 1000 Investments in Ilsl 1000 1000 

DBM sanctions 92.9 U/A rI/A 
Local investors 71.6 114 o.63 
Asian investors 58.3 21 .., ~o "'. ( _, 
European investors 33.4 46 c.n 
Other investors 4.1 17 0.2~ 

Sources: Advisor's Research 

--1 
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36. As far as the controlling interests are concerned, the 
distribution pattern is the .followi.u;;: 

ttauriti:.lll controlle~ ••••• 
European controlled •••••• 
Asian controlled ••••••••• 
Other ••••••••.••••••••••• 

61 companies 
27 companies 
21 companies 
8 companies 

It should be noted ho·•1ev.::r, t.~ t in spite o:f the preclo:Cli.n;;mce of the: 
locally-controlled coup::wi~~, ~he uajori.ty of export s:il~s are Geuer~
ted by the Asian-controlled ,;i;.U .. al'acturi1J6 c~nters. Un1'ortuna tely, 
there are no statistics avail~ule on the subject even thou£71 everiJbouy 
is aware of it. 

ANALYSIS OF THE DEVELOFUEll'r 'l'il.E.i.rLS 

37. The sector considered officially as the most pro!ill.sing p=o
vider of jobs for the increasing m.unber of unemployed, lost its initial 
dynamism. In 1978, there was a brutal drop of capital investti.ent SL.'.Ilc
tioDS and in 1982, the employment in the sector went actually down for 
the first time: 

Table 9: EVOLUTION OF THE EPZ SECTOR 

Loan sanctions EPZ employment EPZ employment 
Year in Rsl,000,000 on Dece::iber 31 as oer cent of total -
1971 1.7 644 less than l~j 
1972 3.2 2,588 1.7 
J973 3.3 5,800 3.7 
1974 18.6 8,969 5.5 
1975 16.4 10,267 6.1 
1976 18.5 17,412 9 ,. .o 
1977 19.0 17,474 9.0 
1978 2.2 18,323 9.3 
1979 1.7 20,742 10.4 
1980 9.1 21,344 10.8 
1981 0.3 23,601 12.l 
1982 N/A 23,476 12.l 

Sources of illformatton: AJvinor's Research 

There are two ~rincipal reason.o for this phenomenon: the hiiil rate of 
bankrupcies in the sector and the J?:lSSivity of industrial prouotion. 

BA!IKRUPCIES Ill THE El'Z SECTOR 

38. The sectorial statistics concerning the nllillber of operatinb 
companies prior to 1977 are ~omewhat confused due to slipzhot interpre
tations of the terms 'operating compaJ.\Y' and 1bankrupcy 1 • The more reli
able data compiled rec~ntly by the Statistical Section of the !.Iinistry 
of Commerce and Industry jndicate that starting with 85 opera:ting co ... pu.
nies in January 1977, the secto~ expanded to 116 oparatint; coopanieo tJ 
December 1982: a net increa~~ of 33 enterprises in 6 ye~s. 

-1 



Page 13 

39. .Actually, JurirJg th:..t p~riotl, 1.hile 81 neH comp:J.Di.::s 11.::rc 
created, 48 oth~r wen-C brull:rupt, hence cw increa:.>e of 33 Cj!:ll_Janie:::; in 
net terms: 

Table 10: IIE':l VI:::ITUL:'.~3 L::D 13AHKRUPCii::S II~ THE EI'Z SEC'ron 

1977 1078 1979 12§.2. ~ 1982 '.:'oi:...:.l 

park on January l '-.·'; 
~..J ~8 35 9.+ 100 lC7 

add new ope::-ations ~ 12 16 10 18 lC J~ I 

substract b'lllkrupcies .L 15 7 4 11 7 ~::; 

park on December 31 6J C? Q• ..,.,. 100 107 na 

Source of information: IJini~t~y of Cc::ll.il~rce '-1.Ud Indu~try. 

40. In purely stati:.n;ic;.;U. te:r"...i.s, a!J1f new EPZ enterpri~;;;: h;..i;;; m, 
more than 41 per cent chance to survive. 

THE COST OP BANKRUPCIES 

41. There is a reuarkable reluctance of the l~cal bJIJlcing co.Zl~-
ni ty to reveal their losses resulting from bankrupcies in the 2PZ Sector. 
Nevertheless, the 11auritius Employers Federation managed :in info:ruul 
inquiry into this matter on July 20, 1981, and came up with figures cover
ing the period between January 1979 and June 1981. According to this 
inquiry, the only on·? of this kind available, it would appear that tLe EPZ 
losses for the period resulted in the following tallies: 

Table 11: EPZ BAllKRUPCIES IN FIGURES 

Uumber of LosGes in RslOOO To bl 
~ BankruJ2cies Jol.J3 lost Bnnkin~ OwnE:rs 

1979 6 221 16,963 18,050 35,013 
1980 4 161 33,991 22,650 56,641 

*1981 9 1,794 36,358 13,237 .i9' 595 

19 2,226 87,312 53,937 141,2.J.9 

Source: Mauritius Employers F~deration inquir; 
*losses for the first semester of FY 1981 

42. The banlcing losses of 87 million Rupees rt:.ci.ll ti.ucs :i.:'rJ;..i ti~~ 
bankru:pcies of 19 compunies represent, aost probably, the 'wi.c0ver:iJ' 
residual •·alue of these enterprises, that is, the exce:::::: of th;;:ir li:;ibi
li ties at 1 book value 1 over th.::ir aszet3 at 'book value 1 • In o chcr ~·1or.L, 
Mauritian econoiey" lot1es irr~vocably about 4. 6 million Rupue;;> iii th ~ach 
bankrupcy. Putti~ full trust in the reliability of the avaihblt.? Jaca, 
one could assume that the EPZ G~ctor costs the local ·::co.ao:uy ut la:.i:JC 35 
million Rupees each yeo.r in Lanlcrupcies. 
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43. The actu:il l"i...,-.. J:-.;..; -ll.c;in; i:...: :.;.u.ch i:.ic;her si;.c1:; 'tne u:i:ci:r..i.;.ci.<:s 
in this sector re::;ult <:::c}_u..;iv::ly !rc;.i "the f::...ilurt:.:> ot ov~rtr[i.diric. 3J 
definition, the overtr:J.d.0r .ft:c:L:.::: hi:. cc.l!lpu.i),Y en. ever f3"!"<:a tc:r li.a..!.:: :yf cre:
di t and when som.a dev.::lo1it:..0.:-i;; '-'-P.:;<:t;.;; tile d~lic:ne fino.r.ciW. ::it:cuctw.·~ .::,:" 
the enterprise and uri Vt:;.> i "t tc b;;i.nkrupCJ, the li;:ibili tic:~ .:::.ri;; in'/:U.'i._:.:_.::_y 
exceedi?Jgly high. Th.;::;.:; li:..o..;.li ti~::; contir.u.:: tu e:q~:.i..a.d b.:r .:...:l.Dini~tr:. :.:. ·:s 
costs and legal fees \':hil.;; "'.:b:: :::..:.;:;.::t::i start shri:cici~ in th..: court ;:,r 
under the 3Uctioneer' z !1c.:.......;.'-'!'. _;_.:; a r.ile, b~">'llflCY c:.i.:.;.;s i.r..vclvi:-~ 
overtraders tenai~t.: ;i;.:; :.... :; .. n:-..tl lc;.;s tor :.i.11 creJi tor:: ~i t:-;.::: G•:a...:.:-. 

IUDUSTRIAL PROLIOTIOU 

44. 'fhe m.:.;J r'o:.i: -~ :.:_~~~·,.:., .. ;i.,...:: f:i:c;...:. ti.:>r~ 0i tL: ;:;..:.-....I.1-Y.:j' ;...;.; ..:_i: 
industrial base for inv<:;;. ~ur..;; :::_:_~;.; cec:!l, par;.>.Jo:.d.cally, -:;.i.J.~ lc:::i.;.;t UL...;..::..-

~tood and the most n..:gleci:..:u ~-::;1~..::ct ur the loc:::.l ind.u;::;t:i:i--'L.::.:-..t:ior. r::f:·:.rt.. 
Little has been realizeJ. tL.:J.t .:__ ... -..u·i tiu:;; f::i.ces intensi v.:: .:!Cn:.pe ti tiun l'.::c ... 
over 70 other developiIJ6 ccl.mtri0::; v;ying \'rith each otLer .for i.uv.:;;;tor:; 1 

attention. After three yew·;;; in tl:...; countro;, the .'.dvi::::o1 .i.:; left ' .• i. tL 
three impressions that might e::pl.:i.in the origiru; of this ueglect. 

45. First, there i~ ver; little local ap~reciaticn of wod~ra :..:.::=-
ketiIJg techniques that miy product, and why not illauri tius, cowJ t.e 
defined, 'packaged 1 :md succ.;:;stully promoted with tL.e ric:;ht ::illJ ;:;uH'i
cient input of know-how auu 'zeed i:ioney'. Second, the proc:.oticn c.f tr • .: 
locally-made products ms bec:ll viro:cgly equated with prvmotivC. of ti1~ .;JW:

try as a place to moke th..:m. L ... st but not least, the ir..itial ~m..:;olic.i. t.::J 
rush of the Asi::l.n garment m;.J.:.::rs for the !.lo.uriti;m :::BC quot:..1 .. ldt be 
ccuntry with the impression th;lt the inv£:stors will SO!:lel".ov1 ke<.:p on 
COmiIJg. 

46. After twelve ye".JX;.;. or ;;~d ting, four b"1Sic qu.e::::tio1.z ri::..~.~:. 
unanswered: 

(i) llb;:it are th.:: :.r.0:.t likely inci.ustrie:..; to oe :.i.ttr:..i.ct..=:l :.,;;-
1buri tiuz . .llld most likely to prozp~r in t.nc: loc:..l 
environment? 

(ii) Where are those industries located acrl Le•: ·:;cul,J tl:.: 
mechanism of relocation worlc in pructi•:!e? 

(iii) How to pror.iote the choice of l:.buri tiu.:: 1 hov1 to desizn 
and pre.cent .:i. p:•.clcage of attr::ictive iu~ec.t.:.v1.::;; :...r.-2 
ho\'/ to ~tiu .. Llate the de:nunJ? 

(iv) How to p~r;.;;u::...,:;e the potenti::il in·1~::;t0r t;i ci;..:.u~;.., 
Lburi tiu:.:; a:;; ~a:::: n~1i indu::itrial Lu:.:...? iii J:-I·i.:f.~c..;-at:~ 1 . .:, 
uny other J<!·teloping covntri;? 
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SECTORIAL PERFOffi.LUICE 

47. The existing infortlation strt.icture does not permit any ana-
lytical investigation of sector~:tl. performance. An example: in Dece~ber 
1982, the Advisor infor;ned the ltinister of Commerce and Industr::r th::i.t 
according to certain il:Jjications, the local garment sector, excluding 
knitwear, was in a very bud shape and that several companies in this sec
tor may ve-ry well gc into b~ .. kru.pcy. The Minister requested a prt:lil:li
'nar'/ investigation which i.lid uot so very far: the Director of 1;he 
Central Statistical Office ret~seJ to cooperate evoking the secrecy 
clause governing the access to his information and the Registro.r Gen~ral 
found that only two compuni.e.3 out of the sectorial total of 23 were 
fili.Dg annual Financial State;.rients. Incidently, the Bal.~ce Sheets of 
bot~ companies were indicatir.ig some unusual accountir..g practic;s ~uch ~=, 
for instance, failure to cui-ry forward cumulated losses, payments of 
d1vidends while :failing to proVide for depreciation, e1;c ••• 

48. Subsequent investigation of Industrial Census returns at the 
Minist-ry ot Commerce and Industry, permitted to 1match 1 only seven co~
panies that filed their returns tor two consecutive years. The sectorial 
perfonnance ot the garment industry must therefore be restricteJ to this 
sample and limited further to the analysis of operating costs and sales 
revenues. The analysis of the data shows that, in the sample, the conso
lidated sales increased by 11 per cent while tile consolidated operatiLg 
costs rose by 22 per cent, resulting in a cash loss of 3.7 million Rup~es. 
The year before, the same companies generated a cash gain of 6.2 million 
Rupees: 

Table 12: AHALYSIS OP CASH INFLOW AlID cum.ow 

Inflow in Rsl,000 
Outflow in Rsl,000 
Balance in Rsl,000 

~ 
101,734 

95,426 
6,208 

1981 

113,032 
116,788 

(3,756) 

Increase 

11;~ 
2Z:~ 

Source of inf'ormation: Ministry of Commerce and Industr'/ 

PROSPECTS FOR IMMEDIATE FU'l'"JRE 

49. The analysis of the project pipeline indicates th.at there are 
very limited prospects tor the EPZ Sector to attain mor~ than 25,000 jobs 
by the end of 1985. The problem is in the pipeline 1 tself 'o'lhich i · fed 
by the results of the promotional. ettort and this effort in inadequat~. 
Furthermore, there are ver; strong indications that unless the present 
rate of oailkrupcies is checked, the pipeline m..tght have probl~ms of 
compensating the resultiDg loos of employment. 
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50. The application;;;; in the pipt!line continue to turn over about 
every year and a half on the :.1Verage. This corresponds in a way to the 
star·~-up lead time of on averuge project. In concrete terms, an applica
tion received in 1982, will only have a marginal impact on employr;i-=:at by 
1984. However, the impact of individual appliC.'.ltions \"till be subo·tun
tially reduced by the f:ic"t tlwt the average number of job:J per enterpri.:.e 
created went down in the pa:.;t ::.;Le years from more than 300 to less thil.u 
200. 

51. The table b.:lo.r ;:;1.;;'.-t!:i the basic characteristics of tt.e grc;:rt!.:. 
indicators of the EPZ Sector tor the period 1977 - 1982: 

Table l?: SP~ Gfi.O\'iTH IlTDICATORS 

1977 1978 1979 1980 l2fil. 12.§1 

Applications received 26 24 27 34 -~3 55 
Applications approved 21 12 22 28 28 37 
Certificates issued 12 14 12 21 21 31 
Actual Start-ups 1 12 16 10 18 18 
Actual Net Growth 3 (3) 9 6 1 ll 
(start-ups less wind-ups) 

Source of information: Ministry of Commerce and Industry 

52. DuriIJg ~ai.s six year period 1977 - 1982, there were 209 
applications received by the Ilinistry. During the same period, there 
were: 

148 Applications approved 
111 Development Certificates issued 
81 Actual. start-ups, and 
48 BaJ:llaou.pcies. 
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REMARKS AND CONCLUSIOl·iS 

53. The reasons for the e;rovrth slow-down of the EPZ Sector 
could be boiled down to t;·10, 8.llJ two on.ly, basic pro blews: 

(i) absence cf ;J. \'tdl-def'ined and effectively imple::ic.utt:J. 
:ci.:irketing program that could locate the investors .:ir .. J 
'sell' the;;i:.:. the ~ountlj" .:is an attr~ctive place tor the 
colil!:ii tt:..c.1r: u.f their c:.ipi tal. 

(ii) a.bsence of ;...•l appropriate i.nsti tuticiwl tr:.l!:leworl: •!.r~·.l 
the availalali ty of sufficiently skilled sta!'f to l:l:.o.l1 

this fr::lilim,orl:. 

54. The official iu.du:.;tri:llization doctrine lus been bosed on 
the encouragement of free entr:::L·prise, on providing th.:: nec.::sscry cli
mate to attract foreign investvrs and on insuring that th~ beaefit3 
resul tlllg from industrial grovrth are shared equitably with the local con
sumer and the wage earner. However, this doctrine remained nothing but a 
policy statement because it lacked the means to become an operational 
reality. 

55. In this Advisor's opJ.IU.on, there have been several inter-
lockiDg reasons for this divergence between desires and reality: 

(i) An investment promotion center has not been created 
because the initial gush of Asian garment-mukers 
after Mauritian quotas was interpreted as the evi
dence of a permanent trend and the proof that indus
triali~at~on can continue without a marketin.g effort. 

(ii) When in less than :five years, the initial investment 
guch reduced itself to a mere trickle, no attempts 
were made to find and to correct the reasons w~·. 
In.stead, the problem was side-tracked by various al.le
gations without substance which were reflected in the 
project document. 

(iii) There has been a runn'!ng controversy within the 
Government itsel.1' about the need for direct assist
ance to the industrialists tc help them create tec:WU
cally, financially and economically healthy 
enterprise:;;. The prevailill8 opinion has been that the 
investors benefiting :from Government conceD:Jioll3 
should fend off for themselves. The app=opriationz 
:for consul.ting and advisory ~ctivities have come exclu
sively from the UNDP funds and amowited so f~ to ;.i 

mere sum of U~$344,000 to cover the scrv:tce~ o~ thr~e 
experts tor in.significant six ID.en-ye:.i.rs. (One II.0 
mission and one U1TI.DO mission). 
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(iv) Ther~ ll:i;; te.::.a little awarenes3 that a Goverl:lll.:nt 
organi~ation is the least efricient instrwaent of 
industrializ:..tion because the academic economist:: whc. 
staf:f the civil ~ervice are not perform:mce-orit:ntt:.i., 
are not tr:iined in industrial. operations and J.re not 
equiped to 3pt:ak authoritatively on bU:3iness practi~es. 
This ba~ic incomprehension cf what tne t.usine3s world 
i::. all ab0ut, and the resultil'.lg failure to create ar. 
agency tL.:.lt operates independantly of the regular 
goveIUiant Jepartments, was further :iggravated by ti:e 
fact th~t the Uinistry of Commerce au.i Industr'J, th~ 

executiu~ ~Geney, has r.o formal Jrgani~ticn, no t~=-~~ 

of referen~e, no manning tables and no peI'lll3llent 
staff'. 

(v) There was no ~wareness either that a tcreign busin.;;.;:;
man judges the host country by a serie of criteria 
that are b~yond the comprehension of an aver:ize civil 
servant. A businessman expects not only accurate and 
frank answers to his questions but, ~bove all, a 
prompt service. He will not stand idle r1a tching his 
venture and his investment bogged iown in paper shurf'
ling, byzantine communication channels and slipchot 
service. In this respect, Mauritius failed to realize 
the intensiveness cf competition for foreign inv~st
ment and the fact that in this tight 'buyer's markei;' 
it could not afford 8IJ3 negative judgement of it2 
business performance. 

SO. Thia Advisor presented this situation and recocmended cpecific 
action on four separate, documented instances. 

On September 1980, in an Interim Report, 
On March 1981, in a Report on the Org:mization of the 
Ministry, 
On ~ 1982, in a Summary Report, 
On October 1982, in a Memorandum on Industrialization. 

57. It would appear now that the new Government has the intention 
of implementing the following recommendations: 

(i) Commission an Organizational Study of the 
Ministry of Commerce and Industry. 

(ii) Create manning tables and pt!rm.anent staff' 
fw1ctions at the Ministry. 

(iii) Create an autonomous Mauritius Industrial. anu 
Expor~ Development Autbori"ty. 

(iv) Create a permanent group of' qualified Indus
trial Engineers and Industrial Economists 
charged With the responsibility of rendcri~ 
advice an:i assistance to the industrJ. 

(v) Desi~ and install a computerized :.Ianag~ment 
Information System responsible to monitor 
indu~trial activities. 
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P~e l':: 

58. The succe:.;:; of this JLlbitious, ~~·.t long over-due, plan will 
depend of course on th.:: availability or fun.13 and on the determinaticn 
ot the Government to curry it out in spite of the anticip~ted strong 
resistance to chances. 

l 
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59. One ot the prcjec-.:':;; output::; ~•as, quote - to a:::::.e;;;.;; requir.::-
ments for middle maru::.geI;tent ~:~~11.;, the degree to which incUillb<:nt 
Mauritians are capable of ful1'illlll6 tile requirements and the eftect.::; of 
aIJ¥ shortcomings. A.ssesu all.;:._:;...tions that a shori;age in thi~ i'iel\l ~~;.; 
discouraged some firms from loc~ting in ~auritius. Assess the effect ot 
top management style on the job ~nviroll!.lent of the mijdle~gement 
level - unquote. 

PROBLEM OF PERCEPTION 

60. From this Advisor's own experience, the industrial proble.Gl3 
in the developing countries are badly perceived, misunderstood and und~r
rated. They originate from the misconceptions about the e:ffectivenuc~ of 
the supply-side econGI!lic stimulus and the nature of industrial 
management. 118.uritius is no exception to the rule. 

61. The philosopl:zy or the supply-side econo.IIJ3' is based on the 
presumption that if business is given the tools, it will do the joo. 
Vlhat is not understood is that this important presumption is valid only 
ii' the business itself reaches a certain degree of managerial know-how 
and the socio-economic enviroil!llent in which ~he business operat~s attains 
a considerable degree of sophistication. If these conditions are not 
fulfilled, the 'formula' does not work. 

62. Industrial management is, at the same time, the management ot 
technology, the management of financial resources and the m::inagcment of 
human resources, di.fferillg profoundly from all other forms ot orgunizeJ 
human endeavor. 

63. The first difference lies in the manufacturing process itoelf 
which, however simple it may appear to the layman's eye, requiI·c~ tho; 
ultimate in coordination of interactizlg machines, manpower and materials 
to produce, at a profit and on time, a usable and sellable end prouuct. 
The mastery of this intricate proceso is what the industri:il w<.Ul..lgemi::nt 
is all about. The second ~ifference lies in the fact that, unl~~ ~11 
other human activities, the industry trains its own managers. This tr~in
ing, peculiar in form and esoence, is based above all on .:~ unique heuri::.
tic acquisition of know-how through long years of practice in an 
efficient industrial environment. 

ACQUISITION OF INDUSTRIAL ?ilUfAGERIAL IOTOW-HOW 

64. In the industrial oa tions, wU. verai ty gro.Jua te~ '."r.i. th i;hu 
right type of scholastic backo-rround start their indu:Jtriul cart:e.r·.o :...o 
management tra.1.D.ees. Ai'ter two or three years of intenoivo tr~initl(;, 
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those who 1 survive 1 get "their .fir .Jt posi tio:as of au thori VJ at the bott0m 
of the hierarchy. .After ubou t fif·:;eeu to twenty ye~s, a mere hn.n:ii.\,;,l 
of them becomes :factory m.::u-ut.r.:r::; through a le~hty proc.:::ss o:f .:>1.!lecti 'h; 

elimination. 

65. In a.ddi tio.:::, 1:::i.d:. ii.1dustrial sector and e3.ch IJ.~'1.ut::.cturi!l6 
corporation have their 0>1!1 s1~.:cii'ic styles and requirei:ii3nts L1 t.i.1e ::J.:i'.U
gement of their technolo6i.:s. 'l':ti.s is \'ihy, any reloc:ition proce$::; of 
manufacturing facilities .:;v;;r-... .;ithin the industrial nation::; is iw1::iri~
bly accompanied by th; rt:location cf at lea::;t the key line-:mj-st:.U'f 
management to the ni::.1 lo ca ti 0~1. ·.re !JU t it bluntly, no cor!.)or;;i. ti on wvW.J. 
be reckless enough to con:fid.:! .i.ui. ti::.lly the management ot i :::; n~v1 pL1nt 
to outsiders unfamili::a- \·•i th r.i~e uuique lll::lillgement style develap.::d oy 
the corporation. Ag:iin, the .L .. cili~iz.:i. tion process of the 'locals' ·.•.i.. -;;.1.1 

specific management routin.::::.:; i.::; .::ouuted in years. This is v;by the cl~L. 
that the shortages in this fielJ have discouraged so~e tin.;::; rror:-... 
locating in Mauritius is completely wlfounded. 

PROBLEM WITH UNEMPLOYED GRADUA'l".8S 

6'6. Mauritius, like aey other developing country is very reluc-
tant to depend on foreign know-how and very impatient to develop its ov1a 
managerial class. It would appear that the presence of soc.e 200-odd 
expatriates in the EPZ Sector - about one expatriate for each 100 jobs 
created - continUes to be a major local irritant and the reason for ~ 
peculiar policy based on an outright administrative harassement of the 
expatriate community and a requirement that each compaey hi.ring expa
triates must also hire local counterparts as management trainees. This 
policy, while adding to the operating costs proved to be completely 
ineffective and the counterparts are rarely em.ployed in their 'officiu.1 1 

capacities. 

67. In this Advisor's op:uu.on, the main problem rasides in the 
embarrassing presence of some thousand-odd unemployed u.aiversit'J bTa
duates with their own union, creating an illusion that IVbile this number 
of Mauritians with higher education is out of work, the EPZ Sector con
tinues employi.Dg foreign skills. The issue here concerns not so much 
the field of studies sin~e less tban four per cent o! these graduate::; 
went far degrees in ·~ngineering, but in the quality of education 
received. AccordiDg to the Graduate and Diplomate Register published by 
the Ministry for Employment, a full 83 per cent of these graliuates went 
to foreign 'diploma mills' without finishing first their fligh School~. 
Purthemore, the Register, ~oints out that this tendency not only pe~
sists but bas become more acute. The Register states also that most of 
these graduates are disqualified from the majority of Civil St:rvict: 
jobs. It is difficult to see how the local industrial. establisiJ.ment 
could absorb and rehabilitate ·these unqualified job seekers. 
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MANAGEMENT OP TECIIlIOLOGY 

68. The lack o:r cc1111pe-tence in the management of tecbnolog,:r ::;tc::;:;..; 
:from a vicious circle typical to all developir..;; countrie:;: since 
Mauritius does not have an efricient industry, it c3l1Ilot uevelop cc~p~
tent managers who, in turu, c:1.1lllot dev~lop an efficient industrJ, ~~~ s0 
on. The problem is accentu::i.te..J., like in all other similar cases, by ti:.e 
cost ot outside competence. 

69. The anmnl co.:.t cf ~ quali!i~J. exputri:i.te manager could. be 
estimated at a minimwn Rs5GO,CCO. A ::;ample survey of 52 loc:U. en~er
prises revealed that, at the i:.i.:i::;t, no more th:ln six of th1;;1.1 ~Ii. th ;m ...,..,-.:

rage payroll ot 4.5 million RUilC:t:::> could atrord such solution. In the 
remaining 46 companies with an :i.veruge payroll ot about 545 thousand 
Rupees, such solution waJ.ld be completely out ot question since no co~
p~ could survive an almost 100 per cent increase ot its payroll. 

70. The tees ot consulting services are also prohibitive. The 
cost ot an average consulting project could be estimated at a mjnjrunn 
Rs300,000. Relating such costs to overheads, only 18 companies l.!l the 
sample with average overheads of 9.5 million Rupees could afford such 
services. In the remainjng 34 companies with overheads averagi.:c,g 639 
thousand Rupees, such services would be again out of the question. 

71. The scarcity ot investnent capital in the predo!llinantly 
labor-intensive enterprises renders impractical another man.:igement
oriented approach consisting of "turn-key installations" and "manage:nent 
contracts". The local solution of staffi?Jg the organizations With rel""
tives, friends or expatriates hired at discount from other developiDg 
countries does not solve the issue beyond creating an illusion of 
management. 

MANAGEMENT OP FINANCIAL RESOURCES 

72. The management without apparent profits is probably one of 
the most strikil:lg and the least understood features ot the local envi
romnent. Its prevailance is h.arm;rul. to a healtey industrial growth 
since it makes redundant the requirement for efficient oi)erations. It 
also renders delusive the favorite local theory according to which the 
managerial capacity of the environment could be enhanced, were protes
sioi..al assistance available. The heart or the matter is that such 
assistance is frequently uvoitl~d !or !ear of exposure. 

73. The problem starts with the local predisposition toward. 
overtradi.ng on an extremely intensive scale. Overtl':ldi.Dg could be 
defined as conducti.rlg excessive sales on limited invented capital. A 
common characteristic of overtradi.Dg situations is the apparent reluc
tance of owners to assume the tull share o! risk normally asaociated 
with ownership. That is, they are unwilling to put their personal 
resources into the venture as capital-stock investnent but, instead, 
capitalize at a nominal amount and advance their money to the coopa?\Y 
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in the :form o:r directors' loaru;, generally of a demand n.:i.ture. The 
investors act thus in a dual ~:ipacity of both own.;rs and creditor::. but 
with the emphasis on the credit ~ide. This reluctance to assume out
right fillancial responsibili t"J o<?ans that the owners of t.mdercapi tJ.li~ei 
firms have no confidence in their companies' ability to m-aet the d..:m.ru:J 
of competitive existance while imoisting that the lend.ing iusti tutiO•l 
bears the risks. 

74. The financi::U. ~truc-r;u:-~s ot those companies are bas<?c.i on 
unsecured open line of crc::J.i t i::..::.;o ti~ ted with the local Comaercial Bo.nk.::;. 
The Advisor had the impre::.siou th~t the credit facilitie~ were negotiat~d 
not so much on the face value oi.· the ventures and their potential retur..J.
on-investment, as on investors beneral standi.Dg with the local banl.:inc 
community. In the auui ted cou11ani.:!:;; the unsecured lin.::s of creui t were 
subject to gross abuses and thl! credit ceiljngs were never respected. 
The amount of overdrafts with cum.ulat.::d unpaid interests w-..i.:;; e:-:ceedi~ in 
all cases the anmml sales revenues u.p to eight ti.mes their valuE:. 

75. The recourse to long-term secured loans for a source of 
investment capital was on the contrary surprisingly less frequent that 
one would have expected. The Development Bailk of Mauritius estimated 
that no more than 30 per cent of ventures were created with the advanta
ges o~ered by that institution. In the audited cases, the otructuring 
was based on over-valued fixed assets already in promoters' possesoion. 
PrequPntly, these assets were used as prima faciae evidence of capital 
"in kind" in negotiating loans which, once obtained, were used for 
reimbursements of promoters for acquisition cost of their assets. 

7'6. In each audited case, the management without apparent profits 
has been made possible by advantages cumulated in simultaneous operations 
of several ventures by one person acti. ng on his own behalf as promoter
investor-owner-manager and creditor of his own compazzy, accountable only 
to himself, living on 'perks' and taking at his own di.;;:cretion 
'pre-operational. profits' in cash or in kind. 

The responsibility for this situation lies with the arc~ic 
comp~ laws dating back to 1913. 

CONCEPTS OP MANAGEMENT 

77. In their overwhelmiog majority, the local compaaic3 are con.-
trolled either by Mauritian or Asian interests, both huviog a ::;ome~•hat 
stilted and anachronistic management concepts which are at the root ct 
the 'authoritarian' and 'paternalistic' styles mentioned in the project 
document and signalled by other missions. The friction of theoc otyle::; 
with the modern society-at-large is particularly evident in the conflict 
of concepts. 
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78. The first conflict concerns the basic issue of ownership and 
management. In a modern society, the ownership and the managemem; 
became separated. Furthemcre, with the intl.'Oduction of stock companies,. 
the ownership became di:ti'U!led and the owners of capital can ezercize 
only at se::ond-hand the rights of •:mnership over the business, or rather 
the part of business that their capital has bought. In companies in 
which this indispensable sepru.·ation and diffusion never took place, a 
modern management cannot talc~ roots since the rights of property are con
fused with the competence to r~~c;a and the authority is not delcgateJ. 

79. The second couf'lict of a much more profound significance i~ 
that of authority. Modern s;:;ciel;y, through the Government it elected, LJ 
the ultimate source from which the authority nows to the ownership. Bu.t, 
even though the society relcasec the au'th.orit'J to the owner~, it never 
relinquishes its ultimate right of control over it. Hence, the O\iner:;;LJ..ip 
is subjected to two simultaneous aspects of the same authorit'J: that 
which is delegated to the owners through the rights of private propert'J 
and that which is retained by society and exercised by its Government 
through regulations and li.mitati.ons of power. This concept is not compa
tible with the charismatic perception of power which tends to view all 
social legislations not as a part of progress but as a legislative 
encroachment upon the hereditary privilege~. 

MANAGEMENT OP HUMA.ll RESOURCES 

89. The absence of motivating organizations created, to use 
Herzberg expression, a non-tzy"gienic job environment lacking the five 
determiners ot job satisfaction within the enterprise: work content, 
achievement, recognition, responsibility and advancement. ·.'Iba t alread.y 
takes place is inevitable: as the new literate and socially consciou~ 
individual within the enterprise increases in industrial maturity, he 
tolerates less and less the dependance, subordination and pru.sivity 
expected ot him. This in turn increases his frustration level and the 
sense of personal failure leading to the inevitable conflicts within the 
enterprise. This already serious problem is turtber accentuated by the 
existence of over twenty insulated ethno-religious groups differnig 
widely in their perceptions and acceptance of the modern industrial 
world. ~ problems on the shop floor result simply from a basic 
i::iability ot the two diametrically opposite worlds to meet each other 
haltvrc13. 

81. The opinions formed about the local human resourceo 3l"e con
troversial and based on subjective impressions polarized on two ex-tr~mcs 
of judgement: shiftless and la~-y on the one pole, educated and ~otiva
ted on the other. The truth, as always, is somewhere in betwe~n and 
generally speaking, the local human resources are qualitatively better 
than in maIJiY' other developiIJg nations. The criticism ot the local labor 
concentrates mainly on tour baoic issues: aboenteeism, high tum-over, 
low productivity and apathetic attitudes; all !our iosues universally 
recognized as a reflection on the top management competence to m::wa~e. 
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52. The local at~cnte~i:::m i~ ill-Jerined, laci:ing the mo~t ruJi-
mentary monitoring and the ignored causes are attribu"ted to the \1orker 
alone. No thought is given that the absenteeism within the worker':; 
control might be but his re~ction to a management style. In co~p~'lie~ 
with professional managemeu.1;, the ;ibsenteeism is indeed extremely lo;-1. 
On the other hand, whenever the m~ement is particularly inept, the 
absenteeism gets completely out of hand and becomes a show of hostili 't'J 
toward the bad employer. 

a;;. A survey of atscnt.::d;::;;a patterns conducted by the :Iaurititw 
Employers Federation in 1%1 rev...:uled that in the EPZ, the average 
absence was at a low of 7 .1 p1.!r c.mt tor the male worlcers and 8.2 per 
cent for the female worker3: ~he m3jority nf abse~ces (72.4 per cent) 
consistiDg of one d~ spells. 

84. The tum-over, or the job mobility, is on the decline due tu 
economic recession. The causes of this social phenomenon are different 
from those of the absenteeism. A Socio-Economic Survey conducted by the 
University of Mauritius in 1979, sheds some interesti.ug light on the 
subject. Two conclusions could be drawn from the examination ot this 
study: 

(i) Up to 45 per cent of the interviewed workers would nc.t 
have left their previous employment, were t!::.a intrinsic 
causes of the Illllil3gement style and poor renumeration 
resolved in the first place. What is more mu-prising that up 
to 56 per cent of the interviewed workers would leave their 
present job for the same reasons. 

(ii) High on the list of extranE:ous causes were the ph.ysic:il 
fatigue resulting from malnutrition and the transportation 
problem also hiding the hours of work. 

es. The undisputably apathetic behavior of the labor force is 
caused not only by un-b,ygienic job envirocment and inept management st';l~, 
but also by an alarm.iIJgly wide-spread malnv.tri tion. A Survey of the die
tary intake of the EPZ workers conducted by Dr. G.H. Peerbcy-e for the 
Mauritius Institute of Management in 1979, was explicit. It i.::; impossible 
to quote the survey in extenso. However, its two salient points are th~ 
following: 

(i) 50.5 per cent of the workers are outright malnutrition 
CEiSes with a calor/ intake not sufficient to sustain even 
their basic metabolic functions in an idle state. 

(ii) a full 73 per cent of the worlters have a protdn int~:e 
below the minimum daily requirement. 

86. It would seem difficult to expect from such Vlorl,ers an ent.:r
getic behavior throughout the day and, still less, &Jl adequate producti
vity. The survey has not been followed-up by any corrective action, i.u. 
in-plant workers feediIJg programs. 
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07. Local inJustry cvulJ e~~ily double its capaci~f by gcing o~ 
shift work. However, the ~ea;;o~ for not doing so involve comple:: 
social, in:frastructur:il and econouic constraints: 

( i) 1buri tLm::: are traditionally "day "time peor.-1~ 11 unJ 
after sunset all li::\: lilOVt:s inJcors leaving the Villag~::; 
deserted. 

(ii) Zven th0u.;h 11 .:;treet crimes" are coupletely unknc..,m, 
the preJ.c.11.i11.: . .u!tly fe;:io.le labor force is ill-at-e:ise st;:;.~'i::;; 

outside their hor:.;.~s ::t.fter sun.sl:!t. 

(iii) Since the tra:::1.:;port facilities are ver;/ much inaJ~
quate, star"tiU£; 0.L :.::hi.rt •:rork would call ::i.utc .. utic:.:.i.lly for 
a door-to-Joor 1,0rb . .::..:-.::; 1 tr::i.n;;p0rt services. 

(iv) The solu'tiut1 of :m all-i::iale secon.l :::l:ii't cou. .. U n•n 
work without highlighting the severe female >1age 
discrimination within the er.terprise. 

88. Based on a study conducted by this Advisor on the renumera-
tion patterns in a sm:i.ple of 4176 workers in the EPZ comp<lllics, 84 per 
cent of the labor force of the Zone is composed of !euales and their 
average earning represents no oore than 36 per cent of the average earn
ings of the male worker. The renumeration of the EPZ female •wrb:rs 
compares very unfavorably with salary policies practiced by all other 
sectors: 

Table 14: STATUTORY MilTILTIJr.1 DAILY WAGE RATES 

(in Rupees)-- -
Occupation 1980 Rate 

Female EPZ worker 
Unskilled Civil Service Laborer 
Unskilled Field Laborer 
Bus conductor 

Source: Bi-Annual Dige3t of Statistics 

12.29 
26.10 
28.63 
38.36 

89. Mauritian industrialists are aware that the local producti
vity is on decline. However, they have difficulties in pinJ?Ointing the 
causes and in the opinion of the majority, this phen:imenon i;;; due to 
the workers' attitude. 

90. Like its predeceosor, the aboenteeism, local productivi~/ 
is neither quantified nor moni~ored in scientific terms but perc~lved 
through subjective impressio!l:3. The probli:m once again, start::; with 
the absence of definitions anJ eads with the absence of pnrume~ers. 
Basically, 'roductivity expresses a ratio between output and input. 
Since the "standard" is a lllliversally accepted industrial measure of 
output, the productivi t'J could be expressed as the ratio b<Jtv1..;en uni to 
o! output at standard time to the uni to actually p::-oduct:,i. 
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9l. The concept of st~nl'-lrd zt:.i.rts with proper uaJ.::rsta.>"J.ling of 
the concept of the total tL~~ t~:en to m:..uiuf::i.cture a specific product in 
specific conditions. Thi:J tot:i::. tiln.e in mad.:: up of a ba::.ic r1or}: content 
and an excess work content. 'l'he former i::. the irreductible r.J.ini:uu:n 1;L-:i;:; 
required to manufacture a pro.luct v:i th a selected proce::>:.:;. The latter 
is the sum total of about 20 11 iudficiency factors" aJ:ieJ to the b::i.;;ic 
work content for different reasons. 

92. Productivi t'J in :u:..~.ri til..i.s is afflicted by all 20 factors :::.:..:1 
the problem is compowidet..l uJ c..:.~1.::r:il .:J.bsance of industri~l engineeriz:.,; 
know-how: this Advi:.;or i:.o;:t u:il.y t·;10 indu;;t:i::il e.ngine1o:.c:.:; :for over 25G 
manufacturing enterprises Jurin_: his t·::o yeurs stay in i.!.ailri ti us; both 
were foreign expatriate;.::. hi~i1 on t~le list of specific ~roductivi 't:J 
constraints is the local pri;;<.ii.::..pu::::i tion towurll. the cy:.;t<::u ot prou.uct!.1.;:L1 
quotas that actually "frc.::~.;; 11 ti1..; prodLlcti vi ty level u. t the inception 
phase of the system. 

93. The quota systeo. is bused on a very simple re:isolliIJ6: in 
the absence of industrial l!lal'lagement know-how and in the presence of 
untrained and non-motivated workers, the only "logical" panacea to make 
things work is to impose an obligation to produce a quantity 'x' in time 
'y'. The trouble is that, this expedient once introduced, becomes the 
permanent rule of the game and the slightest tampering with it produces 
labor's cries of foul pl~. This is the root of the misguided local 
theory pretendi:cg that an i~crease of productivity can be accocplished 
oDly by speedi.Ilg up the work. This "theory" has a sort of Pavloviml 
effect on the labor: the management complain presses the panic button 
and the trade union reacts. This is wey "goofing off 11 on the job 
remains prudently unchallenged and credited instead to the "tropical 
Island syndroms". 
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PROBLEM WITH THE DATA 

94. Most of the d::.t:i ;:;0~cerning industrial activities './a;.J not; 
readily available and thi::; ;_J-:i:.;or encowitered many difficulties o.cd 
embarassing situations \'1!1il.: .:vll~cting even the most common intor..::;.:.
tion. This is why he woul:i lH::<J to stat.: once more t~t due to this 
situation, his conclusio~ are bazed on the concertation of coIToboro.
tive evidence, his own impres::;ion surveys and the preponderonce of 
certain opinions expressed in con.oultations, documentations and 
interviews. 

PROBLEM WITH INDUSTRIAL PROUOTIOU 

95. The industrial promotion has been completely ueglected 
unless one could equate an occasional participation in trade fairs and 
the presence of Mauritian Trade Attaches abroad with promotional 
effort. If this situation is not corrected rapidly and with vi~or, the 
project pipeline might reduce itsel.£ to a trickle of applications. 

PROBLEM WITH NEV/ VENTURES 

96. The ex3lllination of Application files revealed the general 
absence of properly conducted feasibility studies. In all e:-:ami.ned 
cases, what should have been a study, was reduced to tinancial gue:::s
timates of investment and anticipated profits. This condition could be 
attributed to the promoters' desire to hide their intention::. to 
overtrade. In general, the following shortcomings are in eV:idt:nce: 

(i) The investments are misdirected, the market ::;hares 
overestimated and the standard costs underestiIJated. Ho 
provision.a are made for start-ups, the preoperational 
expenses and the cost of installation. 

(ii) The manuf'acturing processes are not properly seg
mented into manufacturing sequences nor related to 
downstream and upstream activities for value added. 

(iii) The choice of equipment i3 not properly w:ialy~ed 
for nor related to the length of production rwis, line 
balancing and pbyoical plant layout. 

(iv) !Jo thought is given to ancillary requir1.?ment::; anti 
materials !low through the process. Vario~ ~ toclcz h.:..v~ 
the tendency to clutter a:rJ3' available space addiI16 
UIW.ecessarily to the cost of material hruldlillg. 
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(v) lli.wy m:!!luf;.J.cturing processes are tr:iru;planteJ., 
modeled on, or copied from inStallations existing some.-1her<} 
else. These models were in turn designed decades ago to the 
concept of 101·1 t.:cllnology and cheap labor ·;Ji th hardly u:ny 
thought given to operational efficiency and productivity. 
Transferring ouch ·:;echnology uncri tic.:i.lly is like courtinci 
an inevitable di~aster. 

(vi) The over-ridin~ factor taken under corwiJ.erJ.tion by 
the Government iu appr~ising the applications is the 
theoretical numb~r 0t jobs th:lt the venture might create. 

PROBLEM WITH DIDUSTRIAL uPERt,.'l.'IOl:S 

97 • The local plant capacity is undel·-utili~<:d. .:\ t:,-?~-(!;.1.l 
annual plant capacity is b.:ised on a maximum of 220 working days on ont! 
shift. Two shifts operations are rare and worlc around the clock i~ 
exceptional. If this condition is not corrected rapidly, the inuustric~. 
especiall,y the capital intensive ones, will shun the country since th..:: 
capital investments must be depreciated in the shortest possible time. 
This Advisor estimates that the average straight-line industrial depre
ciation based on 20,000 operating hours takes about 11.4 years in 
Mauritius as compared with approximately 2.8 years in the Far East. 

98. The productivity is very low, the most commonly encou.~tered 
causes being: 

(i) Important machine down-time resulting froI:l poor 
maintenance. 

(ii) Poor equipment choice, absence of line balancing, 
uneconomical production runs and inter.ti ttent flow of 
materials through the process. 

(iii) Absence of experienced factory manogcment with 
resulting lack of production and stock control :JYStems, 
proper worlc scheduling techniques, time and motion studicc 
and industrial labor relations. 

( 1 v) Absence of the basic concept of a 1 f ilir day 1 c v1orl( 
for a fair day's pay•. The workers are apathetic, lUlmoti
vated and untraineJ. Left to their own devices, th~y 
develop their own methodology and pace 01' work. 

PROBLEM WITH THE DE?.LUID-SIDE WC'EUTIVES 

99. The country faileJ to integrate the ~~ailability of ~ a~v:.-
sory and consulting tellm in the list of supply-side incentiveo oft~red 
to the industry. The absence of such team hampers the development of 
the local managerial know-r.ow. In addition, not enough thought hus b.?eu 
given to the importance of indu3trial scholarships in reputabl~ 
institutions abroad tn further this aim. 
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100. The i.nsti tu"tiun:ll t'r;:;ru.::·.:0rk is und.::r-de•rt:lop.::d. a.:ml cuq;J..r.;.; 
unfavorably with other developing cowitries. The cou..-itry l:ick.:: :.u-.. aut0-
nomous Industrial Prouotion :cutllority anJ. an effici.::nt I-roce:.;si•~ Cc::....t.;;r 
capable of responding rapi<.lly to the problel!l.:3 01' e:<i:.:t:i..r.:_; indu::;tri.::.:.;. 
The Compa;zy- La\'IS are arch::..ic und pt?:c::ll t !:lli.!'.;f fi.n.:.illci;ll ~~bu.:;es -:::. tL-:: 
detriment of the local econ.00. 

PROSPECTS FOR THE FU'.:.:u~:,_s 

101. The 'lew Gov~rU!..!llt ;.;.~p..:~s to be:: fully a .• ~·..: 01· :..1.ll ch~:.;-.: 
shortcomillgs sign:lleJ. by thi:.; .~J.lizor on nl.li!ierous occu:.;ioi..s. J"-:; · .. .:;ulJ. 
also appear th.at some im}.Jort:..4'-t p1:oj c:c-i;; :.;.re r.:.ow ur..J.er cor.sid..:::c:..1. ticn. 
Among them: 

(i) Creation of ~ co~puterized :Janagec.::nt Infor~atiou 
System for monitoring of industriul p~rfor.:i~ct:: a.nl 
indic:itors. 

(ii) Creation of wi autol'!omous authority :for :m ag~E:Z.:.i·1e 
industrial and ex:port promotion. 

(iii) Creation of a team of quuli!ied exp~rts c~p:.J.ble 0r 
assisting in th~ Jevelopment of the industrial sector. 

(iv) Revision of the 1913 Co~pan:i.es' Act and a~c~untir~ 
procedures. 

( v) Crea ti on of a Sm::ill-~cale Indu.= tri:.il Dc:velG f.:w:c. t 
Uoit. 

(vi) Reorgmti.zation of the !J!ini::;try with appro1.;:n:.i.t..; 
maI!Il:i.ng tables and st~fing. 

102. If these projects become approved, if there i~ no i;r.pleru~r.-
ta tion gap, if the new functions get a competent statf, the inJustri:.J.
lization of the country will get a new start - if not, the 
industrialization will continue to hibernate. This AJvisor riould 
recommend therefore that the Government develops a re~listic t:l.!.1~-~o.;t 

schedule for these projects. 

- - - - -
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