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in July and October, this appreciation is. likely to have been reversed. 
The bilateral exchange rates for the French franc, the U.S. dollar, and 
the SDR for the period 1975-October 4, 1983 are shown in Appendix Table 
XXIII. 

2. External payments arrears 

Madagascar has incurred.external payments arrears (other than those 
related to dividend transfers, which are discussed below) since the 
beginning of 1980. By the end of 1980.external payments arrears are 
estimated to have amounted to SDR 175 million, equivalent to 44 percent 
of exports of goods and services in that year. As noted earlier, until 
1982 external payments arrears were recorded .in local currency only, 
converted at the exchange rate of the day on which they were incurred. 
The stock of arrears had‘not been revalued, and revaluation of flows had 
begun only in 1982. On the basis of such partial data, the stock of 
external arrears declined at the end bf 1981. but this was more than 
accounted for by the consolidation of arrears into medium-term obligations. 
On a net cash basis, i.e., the difference.between repayments and new 
accumulations, arrears continued .to increase. A partial revaluation of 
the stock of arrears for end 1982 indicates that they had increased to 
about SDR 213 million on that date. Based on a more comprehensive' 
revaluation, the stock of arrears on June.30,.1982 amounted to SDR 107 
million; on a net cash basis, however, arrears are estimated to have 
increased by SDR 30.4.million during-January-June 1983. Since then the 
monitoring of arrears has been improved considerably, and, along with 
other foreign liabilities of the Central Bank, they are being revalued at 
the end of each month at the average exchange rate of the preceding " 
month. On September 30, 1983 external payments arrears amounted to SDR 
128.6 million. Thus far during 1983 SDR 119 million of arrears were 
consolidated into medium-term obligations, including SDR 32 million owed 
to official creditors other than those of the Paris Club and SDR 61 
million owed to commercial banks under a tentative agreement that remains 
to be completed. 

In addition, arrears in respect of dividend transfers have existed 
since about 1973. Since the previous Article IV consultation, cons'iderable 
progress has .been made at the Central Bank to reduce the backlog of 
applfcations that had developed beginning in 1981; In both 1982 and 1983 
transfers in respect of dividends amounted to FM&l billion. On June 30, 
1983 arrears on dividend transfers, i.e.,.applications approved by the 
Central Bank as representing bona fide dividends less amounts transferred, 
amounted to FMG 3.35 billion, equivalent to SDR 7.5 million. 

3. Imports and import payments 

Importers require the approval of the Ministry‘of Commerce before 
being permitted to engage in import activities.: The following categories 
of importers may be distinguished: (i) state enterprises and enterprises' 
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in which the state holds a majority participation, (ii) enterprises. 
importing raw materials, spare parts, and equipment goods for their own 
production, (iii) enterprises established under Malagasy law .specializing 
in the distribution of specified products and having a minimum of five 
branches in at least three provinces, with an annual import volume equi- 
valent to at least FMG 300 million, and (iv) groupings of traders. 

All imports are subject to the annual import program, whose overall 
value is determined among the Ministry of Finance and Economy, the 
Ministries of .Commerce and of Industry, and the Central Bank. The 
Ministry of Commerce then allocates quotas to importers within .the.over- 
all limit of the import. program, ,and licenses are issued freely up'to 
the limits of these quotas. Since about mid-1981 a committee (Conit& 
technique des paiements extBrieurs), consisting of representatives of 
the Ministry of Finance and Economy, the Ministries of Commerce and of 
Industry, the Central Bank, and the commercial banks, has been meeting 
on a weekly basis to administer the limited foreign exchange and to 
ensure that the allocated quotas do not exceed foreign exchange avail- 
abilities. As a result of these arrangements to control imports, there 
is no longer a formal list of prohibited imports. 

On March 23, 1983 a.faci1it.y (Compte EPI - Exportations/pi8ces 
dctachGes-intrants) was established whereby, subject to prior approval, 
exporters .retain specified percentages of export proceeds in convertible 
accounts denominated in Malagasy francs, which may be used freely by 
these exporters to import spare parts and other essential inputs for 
their own production activities. Thus far, the facility has been 
extended to exporters of cotton cloth, hides, fish and shellfish, 
graphite;sisal, and processed,sisal. 

. 
4. Exports 

No changes have taken place in the regulations governing,.exports 
since the previous Article IV consultation. Enterprises require the 
prior authorisation ("carte d'exportation") by the Ministry of Commerce 
to engage in export activity. In addition, all exports are subject to 
an export authorisation. The government-owned trading firms .(ROSO, 
COROI, SICE, SOMACODIS, SINPA, SOLIMA, etc.) have a monopoly over-most 
of the important exports (except vanilla), i.e., coffee, cloves, pepper, 
sugar, butter beans, meat, petroleum products, and chrome. Foreign 
exchange proceeds from exports must be surrendered not later than one 
month from the due date specified in the export contract. . 

- 
5. Invisibles and capital 

All'payments for invisibles abroad require prior approval of the 
Minister of FinanCe, who has delegated approval authority either to the 
Directory of the Treasury (Exchange Control Service) or to the national 
banks. Specified limits apply on the sale of foreign exchange for a number ,I 
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Directory of the Treasury (Exchange Control Service) or to the national 
banks. Specified limits apply on the sale of foreign exchange for a number 
of current invisibles. The annual limit on tourist travel by residents 
is equivalent to FMG 100,000 per traveler (FMG 50,000 for a child under 
ten years of age). For business travel, foreign exchange may be purchased 
up to a daily limit of FMG 10,000 per person, subject to a maximum of 
FMG 300,000 per annum. Authorised banks may not sell foreign banknotes 
in excess of the equivalent of FMG 20,000 per person per trip for tourist 
or business travel.' There are also basic limits for educational expenses 
and certain other current invisibles. Applications for the sale of 
foreign exchange for other categories of invisibles are considered by the 
Ministry of Finance and Economy at its discretjon. 

Foreigners working in Madagascar are allowed to transfer the savings 
from wages and salaries earned upon presentation of the work contract 
and employment permit, provided the t~ransfer takes place within three 
months of the pay period. The transferable amounts are limited to up to 
25 percent of the net salary for bachelors and persons who have their 
families with them and up to 45 percent .for those whose families live 
outside Madagascar. The transferable amounts are equivalent to 100 percent 
of the salaries for both of the above two categories of transferees for 
vacation periods spent outside of Madagascar, subject, in all cases, to 
a maximum limit of FMG 300,000 per person per month. 

Nonresident foreigners.may transfer dividends in full when distributed 
by industrial enterprises and up to 75 percent when distributed by other 
firms. Applications for such transfers must be presented through commer- 
cial banks to the Central Bank. Applications that have been approved by 
the Central Bank are forwarded to the Ministry of Finance and Economy 
for approval of the remittance of the corresponding foreign exchange. 
The application is then returned to the Central Bank for remittance of 
foreign exchange. Applications are verified to determine whether the 
amounts constitute bona fide dividends; this requires the presentation 
of proof that amounts to be transferred are compatible with the cash 
flow requirements of the company and that tax obligations.have been met. 
As noted above, there are substantial arrears on transfers of bona fide 
dividends. 

All foreign direct investments in Madagascar and direct investments 
by Malagasys abroad require the prior approval of the Minister of Finance 
and Economy. Exempt from this approval requirement are investments in 
the form of an increase in capital by way of reinvestment of undistributed 
profits. As noted earlier, all foreign borrowing.ia subject to the 
approval of the Minister of Finance and Economy. 
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