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T a b l e  I. Madagascar: B a s i c  Data, 1978-82 

Area, p a p u l a t i o n ,   a n d  
GDP per  capita 

Area  
Res lden :   popu la t ion   (1981)  
P o p u l a t i o n   g r o w t h  ra te  (1981) 
G D P  p e r   c a p i t a  (1981) 

587,041 sq. km 
9.0 m i l l i o n  
2.8 p e r   c e n t  
SDR 2 7 ~  

1 9 7 8  - 19 79 1980 - 198 1 1982 - - 
E s t .  Pro j .  

- GDP ( I n   c u r r e n t  p r l c e s )  

T o t a l   ( i n   b i l l i o n s  of 
M a l a g a s y   f r a n c s )  486 6 595 .1  689 8 784.0  1,070.0 

( I n  per c e n t  of GDP)  

Primary s e c t o r  
Secondary  sector 
T e r t i a r y   s e c t o r  

38.6 
19.2 
42.2 

92.2 
1 4 . 1  
- 6 . 3  

7.8 

35.7 36.1 36.3 36.1 
19.2  18.0 14.9 1 5 . 1  
4 5 . 1  4 5 . 9  48.8 48.8  

Consumption 
I n v e s t m e n t  
R e s o u r c e   b a l a n c e  
Gross d o m e s t i c   T a v i n g s  

94.7 96.6 96.9 96.0 
22.1 20.7 14.9 1 4 . 5  

-16.8 -17.3 -11.8 -10.5 
5.3 3.4 3.1 4.0 

(Annual   change  in p e r   c e n t )  

22.3 15.9 13.7 36.5 
9.8 0.8 - 9 . 2  0.9 

Change i n  GDP 

A t  current  market prices 
A t  1 9 7 0   p r i c e s  

4 .o 
-2 -6 

P r i c e s  

I m p l i c i t  G D P  d e f l a t o r  
Consumer prices ( low-inc;u,c 

i n d e x  f o r  A n t a n a n a r i v o )  
E x p o r t   p r i c e s  
I m p o r t  p r i c e s  
Terms of t r a d e  

6.8 11 .4   15 .1  2 5 . 2  35.2 

14.0 18.2 30.5 51  .O 
8 . 3  30.8 -16 e 0  11 .o 
9.5 14.8 7.5 4.8 

-1 .R  14.3 -21.9 6 .O 

6.6 
-14 3 
12.1 

-23.0 

P u b l i c  s e c t o r  f i n a n c e  ( I n  b i l l i o n s  of M a l a n a s v   f r a n c s )  

99.0 
-126.7 

(-106 - 0 )  

110.0 116.0 119.5 157.5 
-189.9 -242.8 - 2 3 4 . 8  -257.8 
(-118.5) (-135.1) ( -143.7)  (-158.0) 

Revenue 
E x p e n d i t u r e   a n d   n e t   l e n d i n g  

O f  w h i c h :  c u r r e n t   e x p e n d i t u r e  

O v e r a l l   s u r p l u s / d e f i c l t  (-) -27.7 -79.9 -126.8  -115.3 -100.3 
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T a b l e  I. Madagascar :  Basic  Data, 1978-82  (continuer!)  

F o r e i g n   f i n a n c i n g  ( n e t )  
D o r n e s t l c   f i n a n c i n g   ( n e t )  

O f  which '  b a n k i n g   s y s t e m  

1978  1979  1980  1981 - 1982 
Est a 

- 
ProJ 

8.2 35.3 47 09 55.6 60.4 
19.5 44.6 78.9 59.7 39.9 

(18 .2)  ( 4 1 . 9 )  (78.2)  (57 .8)  (35.0)  

( I n  per cent of CDP) 

Revequc  20.3 18.5 16.8 15.2  14.7 
Cur ren t   expend i tu re   21 .8   19 .9   24 .8  18.3 14.8 
C a p i t a l   e x p e n d i t u r e  and n e t  l end ing  4.3 12 .o 10.3 11.6 9 . 3  

O v e r a l l   s u r p l u s / d e f i c i t  (-) -5.7  -13.4  -18.4  -14.7  -9.4 

Money and c r e d i t  ( I n   b i l l i o n s  of Malagasy francs;  end of period) 

Net f o r e i g n  assets  
N e t  d o m e s t i c  c r e d i t  

Government 
P r i v a t e   s e c t o r  

7 . 8  -40.8 -04.4 -125.0 -133 2 
149.5 220.0 326.1 398.8 478.8 

48.5 99.1 175.8 235.0 270.0  
101 .o 120.9 150.3 163.8 208 8 

Broad money 140.8  172.9  205.8  243.6  307.4 
Income  veloci ty   (GDP/Broad  money)   3 .46  3 .44  3 .35  3 .22  3 .48 

( A n n u a l   c h a n a e   i n  Der c e n t )  

Net domes t i c  c r e d i t  

Broad m m e y  
O f  which. p r i v a t e  s e c t o r  

22.1 46.5 48.2 22.2 20.1 
5.3 19.5 24.3 9.0 27.5 

17.9 26.2 1 9  .o 18.4 26.2 

B a l a n c e   o f   p a y m e n t s   ( I n   m i l l i o n s  of SDRs) 

E x p o r t s ,  f . 0 . b .  
O f  w h i c h  c o f f e e  

Impor t s ,  € . c . b .  
Trade balance 

S e r v i c e s   ( n e t )  
P r l v a t e   t r a n s f e r s   ( n e t )  

C u r r e n t   a c c o u n t  
O f f  l c i a l  t r a n s f e r s  
N o n m o n e t a r y   c a p i t a l   ( n e t )  

P u b l l c  
P r i v a t e  

X o n e t a r y   c a p i t a l  
Errors a n d   o m i s s i o n s  
A l l o c a t l o n  of SDRs 

O v e r a l l   s u r p l u s / d e f i c i t  ( - )  

323.5 
( 1 2 9 . 6 )  
-308 . 7 

14.8 
-112.2 

6.4 
-91 .o 

41.8 
51.9 
28.9 
23.0 
21.6 

-24.9 
" 

-0 - 6  

320.2 
(138.6) 
-542.5 
-222.3 
-157.2 

5.5 
-374 .O 

48.8 
189.5 
128.4 
61.1 
20.0 

-46.8 
3.5 

-159 .o 

335.6 
(164 .0)  
-620.3 
-284 7 
-179.6 

0.7 
- 4 6 3  - 6  

48.0  
224.6 
174 .8  
49.8 

5 . 1  
-0.8 

3.5 
-183.2 

285.5 

-455.7 
( 9 9 . 3 )  

-170.2 
-171.1 

7 e 2  

-334.1 
50.0 

203.5 
190.4 

13.1 
-18.1 

20.7 
3.5 

-74.5 

314.3 
(112 .1)  
-519.3 

9.4 
- 3 7 7 . 7  

56.1 
180.4 
166.4 

14.0 
" 

" 

" 

-141 2 
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T a b l e  I. Madagascar: Bas ic   Da ta  , 1978-82 ( c o n c l u d e d )  

E x p o r t s ,  f . 0 . b .  
Imports ,  f .o.b. 
Current accoun t  balance 

1978  1979  1980 198 1 1982 - - - - - 
E s t  Pro J m 

( I n  per c e n t  of GDP)  

18.8 14.8 13.a 11.7 1 1 . 2  
17.9 25.1 24.7 18.6 18.4 
-5 .3 -17.3 -18.5 -13.6 -13.4 

Gross o f f i c i a l   f o r e i u n  reserves ( I n   m i l l i o n s  of SDRs; end of p e r i o d )  

C e n t r a l  Bank 44.5 1 .o 15.7 27 .5  27.5 

- 

P u b l i c   a n d   p u b l i c l y   g u a r a n t e e d  
e x t e r n a l  d e b t  - 

D i s b u r s e d   a n d   o u t s t a n d i n g  
(end  of p e r i o d )  1/ 
I n  per c e n t  of GEP 

Repayments of p r i n c i p a l  21 
I n t e r e s t  payments 2 /  - 

(In m i l l i o n s  of SDRs) 

315 6 511.4  928.7  1,215.2  1,459.9 
17.7 22.6 35.6 53.3 51.8 

10.0 16 .5  25 .2  55.9 130 0 
10.6 19.3 29.8 48.4 6 2 . 3  

D e b t   s e r v i c e   r a t i o  - 2 1  5.8  9.9 1 4 . 5  32.8  55.1 

Exchanne rates 

End of p e r i o d  
Period average 

( h a l a g a s y   f r a n c s   p e r  SDR) 

272.3  264.8 288.0 3 3 4 . 5  
202 . 5 2 7 4 . 8  27 5 .O 320.2 380.0 

. .. 

- 1/ Inc lud ing  o b l i g a t i o n s  t o  Fund. 
- 2 1  On the bas i s  of e x i s t i n g   r e s c h e d u l i n g   a g r e e m e n t s .  



I. P r o d u c t i o n  

1. T h e   s t r u c t u r e  of t h e   e c o n o m y   a n d   o v e r a l l   t r e n d s  

I n   n o r m a l  years a g r i c u l t u r e   p r o v i d e s  some 36 p e r   c e n t   o f  Madagascar's 
gross d o m e s t l c   p r o d u c t  ( G D P ) ,  a s  c o m p a r e d   w i t h  some 45 p e r   c e n t  f o r  the 
s e r v i c e s  sector and 1 9   p e r   c e n t   f o r   i n d u s t r y  (Table 1 ) .   T h e   s e r v i c e s  
s e c t o r   h a s  become moLe i m p o r t a n t   d u r i n g   t h e  l a s t  d e c a d e ,   p a r t l y  as a 
r e s u l t  of g r o w t h  i n  p u b l i c  sector  services.  H o w e v e r ,   a g r i c u l t u r e  s t i l l  
a c c o u n t s  for o v e r  tnree q u a r t e r s  of a l l  e x p o r t s   a n d   p r o v i d e s   e m p l o y m e n t  
for a r o u n d  8 5  p e r   c e n t  of t h e   e c o n o m i c a l l y   a c t i v e   p o p u l a t i o n .   T h r o u g h  
1978 gross i n v e s t m e n t   g e n e r a l l y   a c c o u n t e d  for a r o u n d  13 p e r   c e n t  of 
GDP, b u t  a maJor e x p a n s i o n  of c a p i t a l   e x p e n d i t u r e s   b y   t h e   C e n t r a l  Govern- 
ment   and  s ta te  e n t e r p r i s e s   r a i s e d  its s h a r e  t o  o v e r  20 per c e n t   i n  1979 
a n d  1980. T b e  s h a r e  of c o n s u m p t i o n  1r GDP a l s o  rose, so t h a t   t h e  savings  
r a t e  d e c l i n e d   a n d  the  r e s o u r c e  gap wldenea to a r o u n d  17 per cent of GDP 
i n   t h e s e  two years .  T h e   s h a r e  of i n v e s t m e n t   d e c l i n e d   s h a r p l y   i n   1 9 8 1 ,  
t o   a r o u n d  1 5  per c e n t  of GDP. 

D e s p i t e  a r e l a t i v e l y   a d v a n t a g e o u s ,   d l v e r s i f   l e d   r e s o u r c e   e n d o w m e n t ,  
M a d z g a s c a r ' s  economic g r o w t h   h a s  been s l o w  and e r ra t i c .  Real CDP h a s  
increased at a slower rate  t h a n   p o p u l a t i o n   g r o w t h ,   w h i c h  i s  e s t i m a t e d  a t  
2 . 8  per c e n t   p e r   a n n u m .  B) 1980 r e a l  per c a p l t a  CDP was some 1 5  per cent 
b e l o w   t h a t   o f   1 9 7 0   a n d   h a b  now d e c l i n e d   e v e n   f u r t h e r .  Real GDP grew by 
9.8 p e r   c e n t   I n  1979 as  a r e s u l t  of e x p a n s i o n a r y   d e m a n d   m a n a g e m e n t   p o l l -  
cies and a r e c o v e r y  in a g r i c u l t u r a l   p r o d u c t i o n ,   d u e  t a  i m p r o v e d   w e a t h e r  
c o n d i t i o n s   ( A p p e n d i x   T a b l e  I). However ,  t h e  more r a p i d   g r o w t h  was n o t  
s u s t a i n e d   i n   1 9 8 0 .   A g r i c u l t u r a l   p r o d u c t i o n   c o n t i n u e d  t o  grow m o d e s t l y  
but was o f f s e t  by a d e c l i n e   i n   i n d u s t r i a l   p r o d u c t i o n   l a r g e l y   d u e  t o  an 
e m e r g l n g   s h o r t a g e  of i m p o r t e d   i n p u t s ,  so t h a t  t o t a l  real o u t p u t   v i r t u a l l y  
s t a g n a t e d .  Real GDP f e l l  d r a m a t i c a l l y  In 1981, by a n   e s t i m a t e d  9.2 p e r  
c e n t .   T h e   s h a r n e s t   d e c l i n e s   i n   o u t p u t  were e x p e r i e n c e d  in i n d u   t r y  ( 2 3 . 6  
per cent) a n d   n o n p u b l i c  services ( 8 . 9   p e r   c e n t ) ,   w h i c h  were mst a f f e c t e a  
by t h e   s e v e r e   f o r e i g n   e x c h a n g e   c o n s t r a i n t .   A g r i c u l t u r a l   o u t p u t  also de- 
c l i n e d   s l i g h t l y ,   p r i m a r i l y  as a r e s u l t  of d r o u g h t   c o n d i t i o n s   i n   s e v e r a l  
of the p r i n c i p a l   r i c e - p r o d u c i n g  areas.  

2 .  A g r i c u l t u r e  

2ladagascar h a s  a wide var iety  of c l ima t i c  zones and  a d i v e r s i t y  o f  
s o l 1  t y p e s .   T h e   c e n t r a l   p l a t e a u ,   t h e  most e c o n o m i c a l l y   a d v a n c e d  reg ion ,  
has a s u b t r o p i c a l  t o  t e m p e r a t e   c l i m a t e ,   t h e   n o r t h e r n   a n d   e a s t e r n   r e g l o n s  
h a v e  a t r o p i c a l  cl imate a n d  a r i c h   a g r i c u l t u r e ,  buL are f r e q u e n t l y   d e v a -  
s t a t e d  by cyclones,  w h i l e  t h e  s o u t h  i s  t h e  p o o r e s t  reg lon ,  w i t h   a n   a r i d  
cl imate a n d   i n f e r t i l e  so i l s .  T h e   c o u n t r y ' s   a g r l c u l t u r a l   p r o d u c t i o n  re- 
f l e c t s   t h i s   d i v e r s i t y  of climates. Rice and manloc are t h e  s t a p l e  f o o d s ,  
whose c u l t l v a t l o n   ( t o g e t h e r   w i t h  c a t t l e  r a l s l n g )   d o m l n a t e s   t h e   c o u n t r y ' s  
r u r a l  activities. T h e   m o s t   i m p o r t a n t  cash crops  are c o f f e e ,   c l o v e s ,  
v a n l l l a ,   s u g a r c a n e  , a n d   c o t  ton .  
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Table 1. Madagascar. Gtoss  Domestic  Product 
and Use of Resources, 1978-82 

(In billions of Malagasy francs a t  current prices) 

- 
1978  197 9 19 80 3 381  1982 

" 

Est. Proj.  
- 

Agriculture 

Industry 

Services 

Of  which:  public  sector 

Import  taxes 

PJross domestic product 

Rate of incre  &e 
(in per c e n t )  

Net imports of goods  and 
nonf actor services - 1/ 
Total  resources 

Rate of increase 
(in per c e n t )  

Private consumption 

P u b l i c  consumption 

Gross investment 

18 8 

9 4  

18 1 

(60) 

2 4  

487 

4.0 

23 

5 10 

7.1 

360 

82 

68 

213 

11s 

235 

(73) 

32 

595 

2 2 . 2  

98 

6 9 3  

35.9 

&sa 

10  3 

132 

2 49 

12 4 

282 

(84) 

35 

690 

16.0 

119 

809 

16.7 

548 

118 

14 3 

27 6 

113 

37 1 

(90) 

2 4  

7 8 4  

13.6 

91 

875 

8.2 

637 

12 1 

117 

37 5 

158 

507 

(102) 

30 

1,070 

36 .5  

119 

1,189 

35.9 

9 0 2  

133 

154 

Sources Data provided by the Malagasy authorities,  and  staff estimates. 

- 1/ Adjusted  in  the  light of avai lable  data  from  the balance of payments. 
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a. Paddv  

Paddy is e s t i m a t e d   t o   a c c o u n t   f o r  over o n e  quarter of t o t a l  agri-  
c u l t u r a l   p r o d u c t i o n .   T o t a l   o u t p u t   h a s   v i r t u a l l y   s t a g n a t e d  i n  r e c e n t  
years ,  v h i l e  a t  t h e  same time t h e r e   h a s   b e e n  a s t e a d y   d e c l i n e  i n  the s h a r e  
of t h e   c r o p   m a r k e t e d   t h r o u g h   o f f i c i a l   c h a n n e l s   ( T a b l e  2 ) .  The area u n d e r  
c u l t i v a t i o n  has r e m a i n e d   v i r t u a l l y   u n c h a n g e d   s i n c e   1 9 7 7 .   A v e r a g e   y f e l d g  
h a d   f a l l e n  i n  1 9 7 8  due t o  l o v  r a i n f a l l   a n d   t h e r e a f t e r   i m p r o v e d   i n  1979 
a n d   1 9 8 0 .   H o w e v e r ,   y i e l d s   f e l l   a g a i n  in 1 9 8 1   d u e  to a r e c u r r e n c e  of 
d r o u g h t   c o n d i t i o n s ,   p a r t i c u l a r l y   i n   t h e  major r i c e  s u r p l u s  r e g i o n s ,  so 
t h a t   m a r k e t e d   o u t p u t   f e l l  much more h e a v i l y   t h a n  t o t a l  p r o d u c t i o n .   H e a v y  
r a i n f a l l  and severe f l o o d i n g   d u r i n g   t h e  t i r s t  two m o n t h s  of 1982 h a v e  
s e r i o u s l y   d a m a g e d  t h e  c u r r e n t  r i ce  c r o p .  

T a b l e  2 .  M a d a g a s c a r :   P r o d u c t i o n   a r d   M a r k e t i n g  of Paddy ,   1977-91  

1 9 7 7   1 9 7 8   1 9 7 9   1 9 8 0   1 9 8 1  1/ - 

Area u n d e r   c u l t i v a t i o n  
( t h o u s a n d s  of h e c t a r e s )   1 , 3 7 5   1 , 1 3 3   1 , 1 6 3  1,199 1 , 1 6 3  

P r o d u c t i o n  2 /  
( t h o u s a n d s  of tops) 2 , 0 6 7   1 , 9 2 2   2 , 1 3 9  2 , 1 1 0  1 , 9 9 9  

Y i % l d   ( t o n s / h e c t a r e )   1 . 7 6   1 . 7 0   1 . 8 4  1.81 1 . 7 2  

M a r k e t i n g  
( t h o b s a n d s  of t o n s )  262 2 18 2 40 236 13 1 

P e r c e n t a g e  of p r o d u c t i o n  
marketed  12 .7  11.3 1 1 . 2  11.0 6 . 6  

S o u r c e :  Data p r o v i d e d  by t h e   M a l a g a s y   a u t h o r i t t e s .  

- 1/ Provisional. 
2 /  1 t o n  of p a d d y  i s  e q u i v a l e n t  t o  a p p r o x i m a t e l y   0 . 6 7  t o n s  o f  r l ce .  

M a d a g a s c a r  was a small n e t  e x p o r t e r  of r i c e  up t o  1 9 7 2 ,  b u t  i t  n o w  
i m p o r t s   a r o u n d  200,000 t o n s   p e r  annum 1n y e a r s  of n o r m a l  crops ,  e q u i v a -  
l e n t  t o  around 15 per c e n t  of t o t a l   c o n s u m p t i o n .  A large p a r t  of the 
m a r k e t e d   s u r p l u s  of l o c a l l y  p r o d u c e d  r i c e  comes from two s p e c i f i c  
areas, s e r v i c e d  by m a l o r  r u r a l  d e v e l o p m e n t  a g e n c i e s  ( s o c l 6 t E s  
d ' a m g n a g e m e n t ) ,   w h i c h   n o r m a l l y  account f o r  a r o u n d  tu0 t h i r d s  of 
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o f f i c i a l l y   m a r k e t e d   p r o d u c t i o n .   T h e s e  two r u r a l   d e v e l o p m e n t   a g e n c i e s  
(SOMALAC and FIFABE) ,  a s  v e l 1  a s  similar,  smaller a g e n c i e s   e l s e w h e r e ,  
have e n c c - m t e r e d  ser ious f i n a n c i a l   a n d   m a n a g e m e n t  problems, w h i c h   h a v e  
h a m p e r e d   t h e i r   a b i l i t y  t o  p r o v i d e   a d e q u a t e   p r o d u c t i o n   s e r v i c e s  (e .g . ,  
m a i n t e n a n c e  o t  i r r i g a t i o n  canals,  e x t e n s i o n   s e r v i c e s ,   a n d   p r o v i s i o n  of 
a g r i c u l t u r a l   i n p u t s ) .  The d e t e r i o r a t i o n  of i r r i g a t i o n   n e t v o r k s   h a s  had 
a major i m p a c t  on rice p r o d u c t i o n  i n  v i r t u a l l y  a l l  regions.  

T h e   c o l l e c t i o n ,   s t o r a g e ,   a n d   m a r k e t i n g   o f   d o m e s t i c   a n d   i m p o r t e d  r i c e  
is t h e   r e s p o n s i b i l i t y  of a number of s t a t e  e n t e r p r i s e s ,   u s u a l l y   w i t h   e a c h  
one a c t i v e   i n  a s p e c i f i c   g e o g r a p h i c  area.  The r u r a l  d e v e l o p m e n t   a g e n c i e s  
p e r f o r m   t h i s   f u a c t i o n   i n   c e r t a i n   a r e a s .   T h e   l a r g e s t   m a r k e t i n g   a u t h o r i t y  
Is s t i l l  t h e   S o c i t 5 t C   d ' I n t i S r C t   N a t i o n a l   d e s   P r o d u i t s  Agricoles ( S X N P A ) ,  
u h l c h   h a d  a m o n o p o l y   u n t i l  1977. The m a r k e t i n g   a g e n c i e s   p u r c h a s e   p a d d y  
from t h e   l o c a l   g o v e r n m e n t   u n i t s ,   v h i c h  are t h e   o n l y   o r g a n i z a t i o n s   w i t h   t h e  
a u t h o r i t y  to p u r c h a s e   p a d d y  from f a r m e r s .   O f f i c i a l   p r o d u c e r   p r i c e s  are 
f i x e d   f o r   v a r i o u s   g r a d e s  of p a d d y ,   a n d  are u n i f o r m   t h r o u g h o u t   t h e   c o u n t r y .  
T h e   p r o d u c e r   p r i c e  €or o r d i n a r y - g r a d e   p a d d y  was g r a d u a l l y   r a i s e d  from 
FMG 3 5  p e r   k i l o  f o r  t h e   1 9 7 8 / 7 9   s e a s o n  t o  FMG 47 p e r   k i l o  €or t h e  1981/82 
s e a s o n   ( A p p e n d i x  Table 1x1). It has now b e e n  r a i s e d   b y  a f u r t h e r  2 7 . 7  per 
c e n t ,  t o  FMG 60 p e r  k i l o ,  f o r  t h e  1982/83 s e a e o n .  

T h e   o f f i c i a l   c o n s u m e r  p r i c e  of o r d i n a r y  r i c e  has a l s o  been g r a d u a l l y  
i n c r e a s e d ,  from FMG 5 5  t o  FMC 6 4  p e r  k i l o  in 1980, a n d  t o  FMG 7 5  p e r  k i l o  
in 1981 .  A t  t h e s e   o f f i c i a l   p r i c e s   b o t h   d o m e s t i c a l l y   p r o d u c e d   a n d   i m p o r t e d  
r i c e   r e q u i r e d   s u b s i d i e s .   S u b s i d i e s   o n   d o m e s t i c  rice were p a i d   t h r o u g h   t h e  
F o n d s   N a t i o n a l   U n i q u e   d e   P g r i 5 q u a t i o n  ( F N U P ) ,  w h i c h   r e c e i v e s   t h e   s u r p l u s e s  
from t h e  m a j o r  e x p o r t   c o m m o d i t y   s t a b i l i z a t i o n   f u n d s .   I n  1981 t h e   s u b s i d y  
was of Lhe o r d e r  of FMG 2 5  p e r  k i l o  for d o m e s t i c a l l y   p r o d u c e d  r i ce  a n d  FHG 
2 1  p e r   k i l o  for  i m p o r t e d  r ice .  In a d d i t l o n ,  many of the  m a r k e t i n g   a g e n c i e s  
were s u s t a i n i n g  losses on t he i r  r i ce  o p e r a t i o n s .  T h i s  w a s  p a r t l y   d u e  t o  t h e  
fac t  t h a t   t h e r e  is c n e   o f f i c i a l  cost  s t r u c t u r e  o n  w h i c h  s u b s i d y  p a y m e n t s  
a r e   b a s e d  for  t h e  whole c o u n t r y ,   w h e r e a s  c o s t s ,  e s p e c i a l l y   t r a n s p o t t a -  
t i o n  cos t s ,  v a r y   s u b s t a n t i a l l y  from reginn t o  r e g i o n .  I n  May i982 t h e   c o n -  
s u m e r   p r i c e  for o r d i n a r y  r i ce  was raised by 86 .7  p e r   c e n t  t o  FmC 140 p e r  
kilo, w h i c h  h a s  e l i m i n a t e d   t h e   n e e d  tor  subsidy p a y m e n t s .  

b. O t h e r   f o o d  crops 

P r o d u c t i o n  of m a n i o c ,  t h e  s e c o n d  m o s t  i m p o r t a n t  food c r o p ,   h a s  grown 
a t  a n   a v e r a g e   a n n u a l  r a t e  of a r o u n d  3 p e r   c e n t  i n  r e c e n t   y e a r s ,  l a r g e l y  as 
a r e s u l t  of i n c r e a s e d   a c r e a g e   ( A p p e n d i x   T a b l e  11). T h e   i n c r e a s e d   p r o d u c -  
t i o n   p r o b a b l y  r e f l e c t s  some s w i t c h  from r i c e  c o n s u m p t i o n .   O n l y   a r o u n d  
1 p e r  c e n t  of t h e  manioc crop is m a r k e t e d .  Haize ,  sweet p o t a t o e s ,  and 
p o t a t o e s  a r e  a l so  c u l t i v a t e d ,   a l t h o u g h  o n  a much smaller s c a l e   t h a n   r i c e  
or m a n i o c .   T h e   p r o d u c t i o n  and a c r e a g e  of maize has increased m o d e r a t e l y  
in t h e  l a s t  t w o  years .  
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C .  Cash c r o p s  

T h e   t h r e e   p r i n c i p a l   e x p o r t   c r o p s  are  c o f f e e ,   c l o v e s ,   a n d   v a n i l l a .  
T o t a l  p r o d u c t i o n  of c o f f e e  has  d e c l i n e d   s l i g h t l y ,  from t h e   p e a k  of over 
81,000 t o n s   r e a c h e d   i n   1 9 7 9  t o  7 9 , 3 0 0  t o n s   i n  1981, 8 s  a r e s u l t  of a small 
d e c l i n e   i n   y i e l d s   ( A p p e n d i x  T a b l e  11). Most o f  M a d a g a s c a r ' s   c o f f e e  trees 
w i l l  s o o n   h a v e   r e a c h e d   t h e   a g e   w h e n   y i e l d s   b e g i n  t o  d e c l i n e ,   b u t   t h e  
g o v e r n m e n t - i n i t i a t e d   r e p l a n t i n g   p r o g r a m   h a s   f a l l e n   b e h i n d   s c h e d u l e .   O v e r  
t h e  l a s t  f e w  y e a r s   o n l y   a r o u n d  5,000 h e c t a r e s   p e r   a n n u m  have b e e n   r e p l a n t e d  
( o u t  of a ,otal  of some 2 2 0 , 0 0 0  h e c t a r e s ) .   R e p l a n t i n g  and o t h e r   e x t e n s i o n  
services a r e  p r o v i d e d  by t h e   O p e r a t i o n  CafS-Poivre-Cacao-Girofle ( O C P C G ) ,  
w h i c h   a l s o   p r o v i d e s   e x t e n s i o n   s e r v i c e s   f o r   p e p p e r ,   c o c o a ,   a n d   c l o v e s   p r o -  
d u c e r s   a n d  i s  f i n a n c e d   b y   t r a n s f e r s   f r o m   t h e   e x p o r t   c r o p   s t a b i l i z a t i o n  
f u n d s .   T h e   p r i c e   p a i d  t o  c o f f e e   p r o d u c e r s   h a s   b e e n   i n c r e a s e d  b y  over o n e  
t h i r d   d u r i n g   t h e  l a s t  t w o  y e a r s ,  t o  FMG 2 5 0  p e r   k i l o   f o r   t h e   1 9 8 1 / 8 2  
s e a s o n   ( A p p e n d i x   T a b l e  111). A f u r t h e r  small i n c r e a s e  t o  FMG 2 0 0  p e r  
k i l o   h a s   b e e n   i n t r o d u c e d   f o r   1 9 8 2 / 8 3 .  The increase i n   p r o d u c e r   p r i c e s  
a n d   t h e   f a l l   i n   e x p o r t   p r i c e s   h a s   c a u s e d   t h e   p r o d u c e r s '   s h a r e  of t h e  
f i n a l   e x p o r t   p r i c e  t o  r ise s h a r p l y   i n   t h e  l a s t  two y e a r s ,  from a r o u n d  
31 p e r   c e n t   i n   1 9 7 9  t o  some 48 p e r   c e n t   i n   1 9 8 1 .   T h e   s u r p l u s  of t h e  
e x p o r t   p r i c e  over  p a y m e n t s  t o  p r o d u c e r s ,  normal e x p o r t  t a x e s ,  a n d   t r a n s -  
p o r t a t i o n ,   p a c k a g i n g ,   a n d  o t h e r  c o s t s  is  t r a n s f e r r e d   t o   t h e  FNUP. The 
c o l l e c t i o n  of c o f f e e  from t h e   s m a l l h o l d e r  is d o n e  b y  p r i v a t e   t r a d e r s ,  
vho a r e  p a i d  a f i x e d  margin. F r o c e s s i n g   a n d   e x p o r t  is t h e   m o n o p o l y  of  
a group  of s t a t e  e n t e r p r i s e s .  The c o l l e c t i o n  of o u t p u t  from t h e  more 
remote areas h a s  b e e n   h a m p e r e d   b y   t r a n s p o r t a t i o n   d i f f i c u l t i e s ,   w h i c h  
have i n c r e a s e d  i n  r e c e n t  years  b e c a u s e  of i n a d e q u a t e   m a i n t e n a n c e  of 
t h e   s e c o n d a r y   r o a d   n e t w o r k  i n  t h e   c o f f e e - p r o d u c i n g  a r e a s -  

P r o d u c t i o n  of c l o v e s ,   t h e   s e c o n d  most i m p o r t a n t   e x p o r t   c r o p ,  i s  sub- 
j e c t  t o  a three- t o  f o u r - y e a r   c y c l e .   T h e  l a s t  l o w  p o i n t  of the cycle  was 
i n  1978, w h e n   o u t p u t   f e l l  t o  4,200 t o n s   b e f o r e   i n c r e a s i n g  almost t h r e e -  
f o l d   i n  1980 ( A p p e n d i x   T a b l e  11). O u t p u t  then d e c l i n e d   s l i g h t l y  i n  1 9 8 1  
t o  11,100 t o n s .   T h e   n e x t  lor p o i n t  is e x p e c t e d   i n   1 9 8 3 .   T h e   a r e a   u ~ d e r  
c u l t i v a t i o n   h a s   i n c r e a s e d   s t e a d i l y  in r e c e n t  years ,  w i t h  a n   a v e r a g e   a n n u a l  
i n c r e a s e  of over  2 p e r  c e n t .  Producer p r i c e s  were r a i s e d  from FMG 385 t o  
FMG 395 p e r   k i l o  in 1980/81 a n d   t o  FMG 4 3 0  p e r   k i l o  i n  1 9 8 1 / 8 2 ,   w h e n   t h e  
p r o d u c e r  p r i c e  was e q u i v a l e n t   t o  19 per  c e n t   o f   t h e   e x p o r t   p r i c e .  A p r i c e  
of FMG 435 p e r  k i l o   h a s   b e e n   a d o p t e d  for  t h e   1 9 8 2 / 8 3   s e a s o n .  

Yadagascar i s  t h e   w o r l d ' s   l e a d i n g   p r o d u c e r  of n a t u r a l   v a n i l l a .  How- 
e v e r ,   t h e   m a r k e t  has b e e n   s e r i o u s l y   a f f e c t e d  by c o m p e t i t f o n  from s y n t h e t i c  
substitutes. U n t i l  1979  o u t p u t   h a d   d e c l i n e d   s t e a d i l y ,   l a r g e l y  as a r e s u l t  
of p r o l o n g e d   p o o r   m a i n t e n a n c e   a n d   i n a d e q u a t e   p r i c e   i n c e n t i v e s .   P r o d u c e r  
p r i c e s  were i n c r e a s e d   b y  over  60 per c e n t  t o  FMG 500 p e r  kilo i n  1979/80 
a n d  were r a i s e d   f u r t h e r  t o  FYG 600 per k i l o   i n  1980/81 a n d  FMC 700 i n  
1 9 8 1 / 8 2 .  I n  1981 t h e  p r o d u c e r  p r i c e  was t h e   e q u i v a l e n t  of a r o u n d  27 per  
c e n t  o f  t h e   e x p o r t  p r i ce .  O u t p u t   h a s   r e s p o n d e d  t o  t h e  i m p r o v e d   p r i c e  
i n c e n t i v e s ,   a n d   t h e   t r e n d   d e c l i n e   i n   p r o d u c t i o n  ha5 been r e v e r s e d .  By 
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1 9 8 1  
t h a n  
t h e  

o u t p u t  of  g r e e n   v a n i l l a ,  a t  3,100 t o n s ,  vas o v e r   o n e   t h i r d   h i g h e r  
t h e   d e p r e s s e d   l e v e l   o f   1 9 7 9 ,   b u t  was s t i l l  o n l y   a r o u n d  two f i f t h s  of 

o u t p u t   l e v e l s   a c h i e v e d   i n   t h e  early 1970s. 

S u g a r c a n e  is  grown on f o u r  es ta tes ,  w h i c h  a r e  c o n t r o l l e d  by t h e  
G o v e r n m e n t .   C o n s t r u c t i o n  of a n e w   r e f i n e r y ,   a n d   d e v e l o p m e n t  of t h e  
r e l a t e d  e s t a t e s ,  h a s  now b e g u n .  In  a d d i t i c ? ,  cane i a  grown on a l a r g e  
n u m o e r   o f   s a a l l h o l d i n g s ,   l a r g e l y  for p r o c e s s i n g   b y   t r a d i t i o n a l   m e t h o d s  
i n t o  r o u g h   s u g a r  or a l c o h o l .   Y i e l d s   f r o m   t h e  small  p l o t s ,   w h i c h   a c c o u n t  
f o r   a r o u n d   h a l f   t h e  t o t a l  a c r e a g e ,  are v e r y  low. T o t a l  p r o d u c t i o n  has 
s t a g n a t e d  over t h e  l as t  f o u r  years,  d e s p l t e   a n   i n c r e a e e   i n   t h e  area 
u n d e r   c u l t i v a t i o n  by almost o n e   q u a r t e r   ( A p p e n d i x  Table 11). Most of 
t h e   i n c r e a s e   i n   a r e a   c u l t   i v a t e d   h a s   b e e n  on s m a l l h o l d e r   p l o t s .   Y i e l d s  
from e s t a t e  p r o d u c t i o n  are  g e n e r a l l y   a r o u n d  60-80 t o n s   p e r   h e c t a r e ,   b u t  
h a v e   d e c l i n e d   i n   r e c e n t   y e a r s   b e c a u s e  of i n a d e q u a t e   m a i n t e n a n c e  of t h e  
i r r i g a t i o n   n e t w o r k  as w e l l  as shortages of F e r t i l i z e r  a id o t h e r   i n p u t s .  
Tne i n c r e a s e   i n   p r o d u c e r   p r i c e e  from FMG 4 , 5 6 8  per t o n   i n   1 9 7 8 / 7 9  to 
FMC 6,361 p e r   t o n   I n   L 9 8 1 / 8 2   d o e s  n o t  seem t o  h a v e   h a d   a n y   n o t i c e a b l e  
e f f e c t  on t o t a l  o u t p u t .   P r o d u c t i o n  of r e f i p o d   s u g a r   d e c l i n e d   s t e a d i l y  
from 131,000 t o n s   i n  1977 t o  1 0 7 , 0 0 0   t o n s  i n  1981. E x p o r t s   f e l l   f r o m  
2 6 , 0 0 0  t o n s  t o  10,000 t o n 9   o v e r   t h e  same p e r i o d .  

C o t t o n  i s  a c a s h   c r o p   s o l d   o n l y  to domestic i n d u s t r i e s   f o r   f u r t h e r  
p r o c e s s i n g .   A b o u t  tvo t h i r d s  of t h e   c r o p  i s  p r o d u c e d  on estates  a n d   o n e  
t h i r d  b y   s m a l l h o l d e r s .  T o t a l  o u t p u t   a n d   t h e  a rea  u n d e r   c u l t i v a t t o n   h a v e  
d e c l i n e d   s l i g h t l y   i n   r e c e n t   y e a r s .   Y i e l d s   f e l l   s h a r p l y   i n  1980 as a r e s u l t  
of lov  r a i n f a l l  i n  t h e  s o u t h w e s t ,   t h e  major p r o d u c i n g   r e g i o n ,   a n d  t o t a l  
o u t p u t  f e l l  t o  2 3 , 0 0 0  t o n s .   O u t p u t   r e c o v e r e d  t o  30,000 t o n s   i n   1 9 8 1 ,   b u t  
vas s t i l l  b e l o w   t h e  35,000 t o n s   o b t a i n e d   d u r i n g   t h e   m i d   1 9 7 0 s .   < q e s p i t e  
a g r a d u a l   i n c r e a s e   i n   p r o d u c e r  p r i c e s  from a r o u n d  FMG 7 7   p e r   k i l t >   i n  
1 9 7 8 / 7 9  t o  FMG 100 per k i l o   i n   1 9 8 1 / 8 2 .  P r i ces  for t h e  1982/83 s e a s o n  
h a v e   b e e n   i n c r e a s e d  by an a v e r a g e  of 26 p e r   c e n t .  

3 .  - L i v e s t o c k   a n d   f i s h i n g  

T h e   l i v e s t o c k  sec tor  a c c o u n t s   f o r   a r o u n d   o n e   t h i r d  of a g r i c u l t u r a l  
p r o d u c t i o n  and is f a c l l i t a t e d  by a g e n e r a l l y   l o w   i n c i d e n c e   o f   a n i m a l  
d i s e a s e s .  C a t t l e  tearing is t h e   p r i n c i p a l   a c t i v i t y .  E s t i m a t e ;  o f  t h e  
s i t e  of t h e  c a t t l e  h e r d  vary c o n s i d e r a b l y ,   b u t   a v a i l a b l e   i n f o r m a t i o n  
i n d i c a t e s  t h a t  t h e  d e c l i n e   i n   t h e   h e r d   w h i c h   o c c u r r e d   I n   t h e   m i d - 1 9 7 0 s  
h a s  now been r e v e r s p d .  I n  1981 t h e   r e g i s t e r e d   c a t t l e   h e r d   a m o u n t e d  t o  
7 . 3  m i l l i o n   ( A p p e n d i x   T a b l e  IV). However, r e g i s t e r e d   s l a u g h t e r i n g s ,  
a f t e r  i n c r e a s i n g   t e m p o r a r i l y   i n  1 9 7 0 ,  r e s u m e d   t h e i r   t r e n d   o f   a n n u a l  
d e c l i n e s .   T h e y   f e l l   p a r t i c u l a r l y   s h a r p l y   i n   1 9 8 1 ,  when t h e   r e g i s t e r e d  
o f f t a k e   r a t e  was o n l y  2.5 p e r   c e n t .   H o w e v e r ,   t h e r e  is a l s o  c o n s i d e r a b l e  
u n r e g i s t e r e d  on-farm § l d U g h t e r  for home c o n s u m p t i o n   a n d  s a l e s  I n  l o c a l  
m a r k e t s .   T h e   d e c l i n e   i n   r e g i s t e r e d   s l a u g h t e r i n g s  v a s  l i n l t e d  t o  t h e  
f i n a n c i a l  p r o b l e m s  of t h e  meat p r o c e s s i n g   c o m p a n i e s ,   c a u s e d   p r i m a r i l y  by 
d o m e s t i c  p r i c i n g  policies. T h e r e  w a s  n o  controlled p r o d u c e r   p r i c e ,   b u t  
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c o n s u m e r  p r i ces  were r e g u l a t e a ,   o n  a r e g i o n a l  basis, so t h a t   t h e   a b a t t o i r s  
s u s t a i n e d  losses on e a c h   a n i m a l   p r o c e s s e d  acd were f o r c e d  t o  r e d u c e   t h e i r  
l e v e l   o f   o p e r a t i o n s .   T h e   c o n t - s l s   o n   c o n s u m e r   p r i c e s   h a v e  now been e f f e c -  
t i v e l y   e l i m i n a t e d .   H o w e v e r ,  the  c o m p a n i e s   c o n t i n u e d  t o  s u s t a i n   l o s s e s  
on e x p o r t   o p e r a t i o n s ,   w h l c h  were e v e n t u a l l y   c o v e r e d  by t h e   G o v e r n m e n t .  
I n   1 9 8 1  FMC 2 . 8  b i l l i o n  was t r a n s f e r r e d   f r o m   t h e  FNUP, t o  c o v e r  losses 
d u r i n g   1 9 7 9   a n d   1 9 8 0 .  

M a d a g a s c a r ' s   f r e s h  water a n d  sea f i s h i n g   r e m a i n   l a r g e l y   u n e x p l o i t e d .  
T r a d i t i o n a l   f i s h i n g  is p u r s u e d   b y  some 6,000 f i s h e r m e n ,   w h i l e  commercial 
maritime f i s h i n g  i s  c a r r i e d  on by four p r i v a t e   c o r n p e n l e e ,   v h i c h   p r o v i d e  
most of t h e   s u p p l y  for e x p o r t .   D e s p i t e   a t t r a c t i v e   p r i c e s ,   o u t p u t  has 
r e m a i n e d   v i r t u a l l y   s t a g n a n t   o v e r   t h e  l a s t  f i v e  years ( A p p e n d i x   T a b l e  V ) .  
E x p o r t s   o f   s h e l l f i s h  have d e c l i n e d   s l i g h t l y  from some 3 , 5 0 0  t o n s   i n  
1978 t o  3,200 t o n s   i n   1 9 8 1 .   T h e   G o v e r n m e n t   h a s  now r e q u e s t e d   t e c h n i c a l  
a n d   f i n a n c i a l   a s s i s t a n c e   f r o m   J a p a n ,  as p a r t  of a m a j o r   r e h a b i l i t a t i o n  
p r o g r a m .  

4. M i n i n g  

T h e   t h r e e   p r i n c i 7 a l   m i n e r a l s   m i n e d  a r e  c h r o m i t e ,   g r a p h i t e ,   a n d  mica. 
D u e  t o  a s o f t e n i n g   i n   w o r l d   d e m a n d ,   c h r o m i t e   p r o d u c t i o n   f e l l   t o  a l o w  of 
a r o u n d  120,000 t o n s   i n   1 9 7 8   a n d  1979 b e f o r e   i n c r e a s i n g  t o  o v e r   1 7 0 , 0 0 0  
t o n s   i n  1980, w h i c h  was s t i l l  below t h e   l e v e l s   o f   a r o u n d  200,000 t o n s  
achieved i n  t h e  m i d - 1 9 7 0 s   ( A p p e n d i x   T a b l e  VI). The u n r e l i a b i l i t y  of r a i l -  
way t r a n s p o r t   b e t v e e n   t h e  m i n e  a n d   t h e   p o r t   i n  1980 a n d   e a r l y  1981 mean t  
t h a t  a number  of c o n t r a c t s  could n o t  be f u l f i l l e d ,   a n d   M a d a g a s c a r   t e m p o r a r -  
i l y   l o s t  some of i t s  e x p o r t  markets. T h i s   e x a c e r b a t e d   t h e   e f f e c t s  of 
t h e  s h a r p   d o w n t u r n  i n  w o r l d   d e m a n d   w h i c h   o c c u r r e d   i n  1981, a n d  t o t a l  
o u t p u t   f e l l   b y   a l m o s t   o n e  h a l f .  N e v e r t h e l e s s ,   p r o d u c t i o n  was s t i l l  
h i g h e r   t h a n   e x p o r t s ,   a n d  stocks h a v e   c o n t i n u e d   t o   a c c u m u l a t e  a t  t h e  
mine, t h e r e b y   i n c r e a s i n g   t h e   f i n a n c i a l   p r o b l e m s  of t h e  s t a t e  e n t e r p r i s e  
(KBAOMA) w h i c h   o p e r a t e s   t h e   m i n e .   I n   1 9 8 1   t h e   G o v e r n m e n t   t r a n s f e r r e d  
FMG 0.5 billion t o  KRAOMA, t o  h e l p   a l l e v i a t e  Its f i n a n c i a l   d i f f i c u l t i e s .  
M a d a g a s c a r   c u r r e n t l y   e x p o r t s   c h r o m e   c o n c e n t r a t e ,  used i n   t h e   m a n u f a c t u r e  
of "hig' c h a r g e   f e r r o - c h r o m e . "   H o w e v e r ,   b e c a u s e  of t e c h n o l o g i c a l  
c h a n g e s ,   d e m a n d  for c h r o m e   c o n c e n t r a t e  i s  d e c l i n i n g ,   a n d  a s w i t c h   t o  
the p r o d u c t i o n   o f   c h r o m e   p e l l e t s  is now under   way.  

E x p o r t s  of mica have d e c l i n e d  i n  r e c e n t   y e a r s ,   l a r g e l y   b e c a u s e  of  
i n c r e a s e d   c o m p e t l t i o n   f r o m   s y n t h e t i c   s u b s t i t u t e s .   P r o d u c t i o n   a n d   e x p o r t s  
fell p a r t i c u l a r l y   s h a r p l y  in 1 9 8 1 ,  a s  a r e s u l t  of weakened   wor ld   demand ,  
a n d  t h e  o u t p u t  of 6 1 0   t o n s  w a s  l ess  t h a n  ha12 t h a t  of r e c e n t  years.  Mada- 
g a s c a r  is the l e a d i n g   w o r l d   p r o d u c e r  of h i g h - g r a d e   g r a p h i t e ,   b u t  t h e r e  has  
been a t r e n d   d e c l i n e  i n  p r o d u c t i o n  since 1975.  A f t e r  f a l l i n g  to a low of 
a r o u n d   1 2 , 2 0 0   t o n s   i n  1979 a n d   1 9 8 0 ,   o u t p u r  increased m o d e r a t e l y   t o  some 
13,300 t o n s  i n  1981. 
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5 .  Energy 

M a d a g a s c a r   h a s   s u b s t a n t i a l   p o t e n t i a l  energy s o u r c e s ,   I n   t h e  form of 
c o a l ,  l ignite,  a n d  o i l  s h a l e ,   w h i c h  a r e  g e n e r a l l y   u n t a p p e d .   I n   a d d i t i o n ,  
p r o s p e c t i n g  for  o i l  i s  now u n d e r   w a y   a n d   p r e l i m i n a r y   I n d i c a t i o n s  a r e  p r o m i s -  
i n g .   T h e   c o u n t r y ' s  l a rge  h y d r o p o w e r   p o t e n t i a l  i s  o n l y   p a r t i a l i y   u t i l i z e d .  
T o t a l   e n e r g y   c o n s u m p t i o n   i n  1980 vas e s t i m a t e d  t o  be a r o u n d  1.1 m i l l i o n  
tons of o i l  e q u i v a l e n t .  Wood p r o d u c t s  were t h e  most w i d e l y   u s e d   s o u r c e ,  
a c c o u n t i n g  f o r  a r o u n d  60 p e r  c e n t  of t o t a l  c o n s u m p t i o n .   I m p o r t e d  petro-  
l e u m   p r o d u c t s   p r o v i d e d   o v e r   o n e   t h i r d  of a l l  e n e r g y ,   w h i l e  o n l y  a r o u n d  
5 p e r   c e n t  w a e  d e r i v e d  from coal  or h y d r o p o w e r .   M a d a g a s c a r   i m p o r t e d  ant! 
r e f i n e d   4 9 2 , 0 0 0   t o n s  of c r u d e  o i l  i n   1 9 8 0 ,   b u t ,   u n d e r   t h e   i m p a c t  of t h e  
f o r e i g n   e x c h a n g e   s h o r t a g e ,   c r u d e   o i l   i m p o r t s   f e l l  by o v e r  13 p e r   c e n t  t o  
4 2 7 , 0 3 0  t o n s  i n  1 9 8 1 .   P a r t  of t h e   c r u d e  is r e - e x p o r t e d  as r e f i n e d  
p r o d u c t s .  The s h a r e  o f   r e - e x p o r t s   d e c l i n e d   u p  t b  1980 as a r e s u l t  of 
d r o u g h t - i n d u c e d   s h o t t a g c s  of h y d r o e l e c t r i c i t y ,   w h i c h   c a u s e d  a s h a r p  
i n c r e a s e  In d o m e s t i c   c o n s u m p t i o n  of f u e l  o i l  f o r  e l e c t r i c i t y  g e n e r a t i o n .  
R e - e x p o r t s   i n c r e a s e d   b y  almost one h a l f   i n  1 9 8 1 ,  a s  a n   I m p r o v e m e n t  i n  
h y d r o e l e c t r i c   p r o d u c t i o n   r e d u c e d   d o m e s t l c   c o n s u m p t i o n  of f u e l  o i l .  An 
e x t e n s i o n  to M a d a g a s c a r ' s   r e f i n e r y  a t  T a m a t a v e  is  now n e a r i n g   c o m p l e t i o n  
and  w i l l  mhke p o s s i b l e   t h e   p r o c e s s i n g  of c h e a p e r ,   h e a v i e r   c r u d e s ,   t n e r e b y  
r e d u c i n g   t h e   c o s t s  of p e t r o l e u m   i m p o r t s .  

Power g e n e r a t i o n   b y   M a d a g a s c a r ' s   e l e c t r i c i t y   c o m p a n y ,  JIRAMA, h a s  
i n c r e a s e d  a t  a n   a v e r a g e   a n n u a l  r a t e  o f  5 . 6  per c e n t  over t h e  las t  f o u r  
y e a r s ,   d e s p i t e  a sma l l  d e c l i n e   i n  real  GDP o v e r  t h i s  period.  JIRAMA's 
i n s t a l l e d   c a p a c i t y  i s  a r o u n d  100 MW. I n   a d d i t i o n ,   v a r i o u s   i n d u s t r i a l  
e n t e r p r i s e s  a l s o  g e n e r a t e   e l e c t r i c i t y  for  t h e i r  own c o n s u m p t i o n .  The 
s h a r e  of h y d r o p o w e r   d e c l i n e d  from 67 per c e n t  of JIRAMA's t o t a l   p r o d u c -  
t i o n   i n   1 9 7 7  t o  a l o w  of some 38 p e r   c e n t   i n   1 9 7 9 ,   u n d e r   t h e   i m p a c t  of 
s e v e r a l   y e a r s  of low r a i n f a l l   ( A p p e n d i x  Table VII). S i n c e   t h e n ,  i t s  
s h a r e   h a s   g r a d u a l l y   i n c r e a s e d  t o  some 46  p e r  c e n t   o f   t o t a l   o u t p u t   i n  
1981.  A major new h y d r o e l e c t r i c  p ro jec t  h a s  now b e e n   v i r t u a l l y  corn- 
p l e t e d ,  t o  add  some 5 6  MW o f   c a p a c i t y ,   a n d  is e x p e c t e d  t o  meet t h e  
g r o w t h   i n   e l e c t r i c i t y   d e a a n d   i n   t h e   A n t a n a n a r i v o   r e g i o n   u n t i l   1 9 9 2 .  

6 .  M a n u f a c t u r i n g  

U n d e r   t h e   1 9 7 8 - 8 0   P l a n   m a n u f a c t u r i n g  was t o  h a v e  been a k e y   g r o w t h  
s e c t o r .   T h i s   o b J e c t i v e   h a s  n o t  b e e n   a - h i e v e d ,   a n d   s i n c e   1 9 7 9   i n d u s t r i a l  
o u t p u t  has  d e c l i n e d ,   w i t h  i t s  s h a r e   i n   t o t a l  GDP f a l l i n g  from 19.2 per c e n t  
t o  18 per c e n t   i n  1980 b e f o r e   c o l l a p s i n g  t o  o n l y   1 4 . 9   i n   1 9 8 1 .   T h e   i n d e x  
of i n d u s t r i a l   p r o d u c t i o n  fell by 1.5 p e r  cen t  i n  1980 and  by 1 5  per  c e n t  
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i n  1981 ( T a b l e  3 ) .  L/ I n d u s t r i a l   p r o d u c t i o n   h a s   b e e n   h a m p e r e d  by in- 
c reas ing  g o v e r n m e n t   c o n t r o l s ,   p a r t i c u l a r l y   o v e r   p r i c i n g   d e c i s i o n s ,   a n d  
by a d e c l i n e   i n   t h e   o u t p u t   o f  many d o m e s t i c   a g r i c u l t u r a l   i n p u t s ;   t h e  
e r r a t l c  s u p p l y  o f  t h e s e   I n p u t s   h a s   b e e n   e x a c e r b a t e d  by t h e   d e t e r i o r a t i n g  
t r a n s p o r t a t i o n   n e t w o r k .   T h e   s h a r p   f a l l   i n   m a n u f a c t u r i n g   o u t p u t   i n  1981 
was l a r g e l y   d u e   t o  the s h o r t a g e  of i m p o r t e d   i n p u t s   a n d   s p a r e   p a r t s .   S t o c k s  
of i m p o r t e d   i n d u a t r l a l   i n p u t s  a t  e n d - 1 9 8 0   r e p r e s e n t e d   a p p r o x i m a t e l y  2 
m o n t h s  of n o r m a l  usage as a g a l n s t   s t o c k s   e q u i v a l e n t   t o  3-5 months u s a k e  
i n  p r e v i o u s  y e a r s .  By e n d - 1 9 8 1   s t o c k s ,  apart  from v o r k - i n - p r o g r e s s ,   h a d  
b e e n   r e d u c e d  t o  v i r t u a l l y  zero.  

M a n u f a c t u r i n g  i s  d o m i n a t e d  by t h e   f o o d   p r o c e s s i n g ,   t e x t i l e ,   a n d  
c l o t h i n g   i n d u s t r i e s .   T h e   o u t p u t  of t h e   f o o d   p r o c e s s i n g   i n d u s t r y ,   w h i c h  
h a s   t h e   l a r g e s t   w e i g h t   i n   t h e   i n d u s t r i a l   p r o d u c t i o n   i n d e x ,   h a s   d e c l i n e d  
c o n s i s t e n t l y  s ince  1 9 7 8 ,  l a r g e l v  b e c a u s e  of p r o b l e m s   w i t h   t h e   a v a i l a b i l i t y  
of a g r i c u l t u r a l   i n p u t s .  By 1981 o u t p u t  vas some 20 per c e n t   b e l o w   t h a t  
of 1978. The  meat p r o c e s s i n g   i n d u s t r y   s h o w e d  some g r o w t h   I n   1 9 7 9 ,   v i t h   a n  
i n c r e a s e   o f  13 p e r   c e n t   i n   t h e   n u m b e r  O F  c a t t l e  s l a u g h t e r e d  f o r  p r o c e s s i n g ,  
b u t   o u t p u ’  n 1980 a n d  1981 was over 25 p e r   c e n t   l o w e r   b e c a u s e  of t h e  
f i n a n c i a l  p.  J l e m s  of t h e  meat p r o c e s s i n g   c o m p n l e s   a n d   d o m e s t i c   p r i c i n g  
p o l i c i e s ,   a l r e a d y   d i s c u s s e d   i n   s u b s e c t i o n  3 ( A p p e n d i x   T a b l e  V I I I ) .  Pro- 
d u c t i o n  of s u g a r  h a s  d e c l i n e d  a t  a n   a v e r a g e   a n n u a l  rate  of 2 . 5  p e r  c e n t  
s l n c e   1 9 7 8 .   M a r k e t e d   p r o d u c t i o n  of s u g a r c a n e   h a s   r c m a l n e d   s t a g n a n t   o v e r  
t h e  l a s t  f o u r  years, b u t  t h e r e  h a s  been a d e c l i n e   i n  sucrose c o n t e n t .  
T h e   s u g a r   f a c t o r i e s  a r e  o l d   a n d  a r e  o p e r a t i n g   v i t h   p l a n t   a n d   e q u i p m e n t  
in need  of major r e p a i r  or r e p l a c e m e n t .   O u t p u t  of e d i b l e   o i l s  has n o t  
r e c o v e r e d  from t h e   s h a r p   d e c l i n e   w h i c h   b e g a n  in 1978 a s  a r e s u l t  of a 
c o n t i n u a t i o n  of p o o r   g r o u n d n u t   h a r v e s t s .  By 1 9 8 1   o u t p u t  v a s  some 40 p e r  
c e n t   b e l o r   t h e  a l r e a d y  d e p r e s s e d   l e v e l  of 1978.  The o q l y  malor  f o o d  
p r o c e s s i n g   I n d u s t r y  t o  a v o i d   t h e   t r e n d   d e c l i n e   i n   o u t p u t  was b e e r   p r o d u c -  
t i o n ,  w h i c h   i n c r e a s e d  a t  an average a n n u a l  r a t e  of o v e r  11 per c e n t  
d u r i n g   1 g 7 9   a n d   1 9 8 0 .  However,  s h o r t a g e s  of i m p o r t e d   i n p u t s   c a u s e d  
o u t p u t   t o  f a l l  b y   o n e   t h i r d   i n   1 9 8 1 .  

T e x t i l e   p r o d u c t i o n ,   w h i c h   i n c r e a s e d  by 6 per c e n t  i n   1 9 7 9 ,   d e c l i n e d  
by 4 p e r   c e n t   i n   1 9 8 0   a n d   b y  a f u r t h e r  7 . 5  p e r   c e n t  ~n 1981. T h e   d e c l i n e  
w o u l d   h a v e   b e e n   e v e n  g rea t e r  if t h e  t e x t i l e  i n d u s t r y   h a d  not  b e e n   g r a n t e d  
p r i o r i t y  access t o  f o r e i k l  e x c h a n g e  fo r  i m p o r t e d   i n p u t s ,   i n c l u d i n g   c o t t o n .  
A t  p r e s e n t   d o m e s t i c   c o t t o n   p r o d u c t i o n   s u p p l i e s  o n l y  a b o u t  one h a l f  of t h e  
i n p u t s   n e e d e d   b y   t h e   t h r e e  t e x t i l e  mills .  O u t p u t  of t h e  c l G t h i n g  I n d u s t r y  
i n c r e a s e d  by a l m o s t  7 p e r   c e n t   a n n u a l l y   d u r l n g  1979 and  198G, b u t   t h e n   d e -  
c l i n e d  b y  a r o u n d  7 p e r  c e n t   i n   1 9 8 1 .  Most of t h e   o u t p u t  of t h e  t e x t i l e  
a n d   c l o t h i n g   i n d u s t r i e s  i s  c o n s u m e d   l o c a l l y ,   b u t  a small p r o p o r t i o n  is 
e x p o r t e d ,   p r i n c i p a l l y  t o  M a u r l t i u s   a n d   t h e   E u r o p e a n   C o m m u n i t i e s .  A s m a l l  
but p r o m i s i n g   e x p o r t   t r a d e   i n   j e a n s   t o   t h e   U n i t e d  States has a l s o  begun.  

1/ T h e   n a t i o n a l   a c c o u n t s  es t imates  of real o u t p u t   ( A p p e n d i x  T a b l e  1) 
d i T f e r   s u b s t a n t i a l l y   f r o m   t h e   i n d u s t r i a l   p r o d u c t i o n  index ,  and show an e v e n  
l a r g e r   d e c l i n e  I n  o u t p u t   d u r i n g  1981. H o w e v e r ,   b o t h  s e r i e s  s h o v  t h e  same 
t r e n d s  I n  o u t p u t   t h r o u g h o u t   t h e   p e r i o d .  
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Table  3 .  Madagaecar: Index of Industrial Production, 1977-81 

(1970 = 100)  

1977 1978 1979 1980 1981 1/ 
Weight  Annual  average 

- 

Food p r o c e s s i n g  38.0 90 96 94 89 77 

Text I les 19.5 15 7 15 6 16 5 158 1 4  6 

Cloth ing  7.4 114  115 1 18 131 12 2 

Construct ion materials 7.4 4 2  47 4 4  42 3 3  

P e t r o l e u m   r e f i n i n g  4.8 88 6 3  59  89 6 3  

Chemicals 4 . 6  18 7 201 2 13 17 3 125 

E x t r a c t i v e   i n d u s t r i e s  3 . 9  1 5 2  1 1 5  119 137 90 

Tobacco 3 . 8  14 6 16 4 16 4 16 1 12 7 

P r i n t  lng 3 . 6  81 79 78 81 87 

Paper 2.3 18 7 205 212 19 7 17 4 

Wood 1.8 77 78 74 6 8  6 2  

Transport equipment 1 .8   86   83  81 1 1 2  36 

Lea t her 0 . 7  297 3 3 3  379 34 5 307 

Rubber 0.4 17 1 175 2 16 2 2 7  140 
""P 

Overall 100.0 113.5 115.0 117.0 115.3 9 8 . 0  

Source .  Data provided by t h e  Malagasy authorities ( N a t i o n a l  Institute 
of Statistics and  Economic R e s e a r c h ) .  

- 1/ Provisional. 
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O u t p u t   o f   c o n s t r u c t i o n   m a t e r i a l s   d e c l i n e d  by o v e r  5 p e r  cent i n  
1979   and  1980 a n d  by o v e r  23 p e r   c e n t   i n  1981. P r o d u c t i o n   o f   c e m e n t  
d e c l i n e d  from 6 6 , 0 0 0  t o n s  i n  1 9 7 8  t o  38,500 t o n s  i n  1 9 8 1 ,  l i t t l e  o v e r  
h a l f   t h e   n e a r - c a p a c i t y  l eve l  of 7 0 , 0 0 0   t o n s   a c h i e v e d   i n   t h e   e a r l y  
19709.  A s e c o n d   c e m e n t   f a c t o r y  is now u n d e r   c o n s t r u c t f o n .   P r o d u c t i o n  
of c o r r u g a t e d   i r o n   s h e e t s   i n c r e a s e d   r a p i d l y  t o  1 5 , 4 0 0   t o n s  In  1 9 7 9 ,   a t  
t h e  peak of i n v e s t m e n t   a c t i v i t y ,   a n d   r e m a i n e d   h i g h   i n  1980 b e f o r e  
c o l l a p s i n g  t o  o n l y  1,600 tons  I n  1981 due t o  l a c k   o f   d e m a n d   a n d   s h o r t -  
a q e s   o f   i m p o r t e d  raw materials. 

The main p r o d u c t   o f   t h e   c h e m i c a l   i n d u s t r y  is s o a p ,   o u t p u t  of which  
i n c r e a s e d  by o v e r  16 p e r   c e n t   i n   1 9 7 9 .  Houever o u t p u t   d e c l i n e d   a g a i n   i n  
1 9 8 0   a n d   t h e n   d r o p p e d   s h a r p l y ,   b y   o v e r  40 p e r   c e n t ,   i n   1 9 8 1  a s  a r e s u l t  
of t h e   p r e v a i l i n g   s h o r t a g e   o f   i m p o r t e d   i n p u t e .   O u t p u t  of m a t c h e s   h a s  
d e c l i n e d   c o n t i n u a l l y   o v e r   t h e  l as t  f o u r   y e a r s ,   a n d  by 1981 o u t p u t  was o n l y  
29 p e r  cen t  o f  i t s  1 9 7 8   l e v e l .  

O u t p u t   o f   t h e   t o b a c c o ,   p a p e r ,   a n d   l e a t h e r   I n d u s t r i e s  a l l  showed 
s u s t a i n e d   e c o n o m i c   g r o w t h   t h r o u g h   1 9 7 9 ,   a l t h o u g h   t h e i r   s h a r e   i n  t o t a l  
m a n u f a c t u r i n g   o u t p u t  was small. However, a l l  t h r e e   I n d u s t r i e s   d e c l i n e d  
m o d e r a t e l y  in 1980 a n d   t h e n   f o l l o w e d   t h e  general  t r e n d   a n d   f e l l  by over 
LO p e r   c e n t  i n  1981. The o n l y  i n d u s t r y  to show a g a i n   i n  1981 was 
p r i n t i n g ,   w h i c h   g r e w  by 7 p e r   c e n t .  

7 .  T r a n s p o r t a t i o n  

M a d a g a s c a r   l a c k s  a c o m p r e h e n s i v e  road a n d  r a i l  n e t w o r k ,   a n d   t h e  
i n a d e q u a c y  of t h e  transportdtion s y s t e m  I s  a s e r i o u s   o b s t a c l e  t o  I t s  
e c o n o m i c   d e v e l o p m e n t .  I n  r e c e n t   y e a r s   t h e   G o v e r n m e n t  ha.; c o n c e n t r a t e d  
on l a r g e  n e w  i n v e s t m e n t s  i n  roads, v e h i c l e s ,   s h i p s ,   a n d  a i r c r a f t ,  a t  t h e  
e x p e n s e  of p r o p e r   m a i n t e n a n c e  of t h e   e x i s t i n g   c a p i t a l   s t o c k .   T h e   r o a d  
s y s t e m   c o n s i s t s  of some 48,000 krn of p r i m a r y   a n d   s e c o n a a r y   r o a d s ,   o f  
w h i c h   a r o u n d  9,000 km a r e  a s p h a l t e d .  Parts  of t h e   s e c o n d a r y   r o a d   n e t -  
w o r k   i n  r u r a l  a r eas  h a v e   d e t e r i o r a t e d  t o  t h e  p o i n t  of becoming   impass -  
a b l e  in t h e   r a j n y   s e a s o n ,   a n d   t h i s   h a s   s e v e r e l y   h a m p e r e d   t h e   c o l l e c t i o n  
o f   r i c e   a n d   t h e   e x p o r t   c r o p s .   T h e   G o v e r n m e n t  is now p l a n n i n g  a maJor 
program for  r e c o n s t r u c t i o n  of s e c o n d a r y   r o a d s ,   p a r t i c u l a r l y   i n   t h e  
c o f f e e - p r o d u c i n g  areas .  

T h e  Government  has g r a d u a l l y   i n c r e a s e d  i t s  c o n t r o l  over t h e   t r a n s -  
p o r t  sec tor .  S t a t e   e n t e r p r i s e s   o p e r a t i n g   t h e i r  own t r u c k i n g  f l ee t s  
h a v e   r e p l a c e d  many p r i v a t e  t r u c k   o p e r a t o r s   i n   t h e   c o l l e c t i o n   o f   a g r l c u l -  
t u r a l  c r o p s   a n d   d i s t r i b u t i o n   o f   b a s i c   n e c e s s i t i e s .   T a r i f f s  ate con-  
t r o l l e d  by t h e   G o v e r n m e n t ,   b u t  I n  t h e   p a s t   h a v e   u s a a l l y   b e e n   i n s u f f i c i e n t  
t o   c o v e r  cos t s ,  so t h a t   t h e  s t a t e  e n t e r p r i s e s   i ? v o l v e d   i n   c o l l e c t i o n  
a n d   d i s t r i b u t i o n  of c r o p s   g e n e r a l l y   s u s t a i n  losses on t h e i r  t r a n s p o r t  
o p e r a t i o n s .   T h e   r e c e n t  fore ign  e x c h a n g e  c r i s i s  h a s   e x a c e r b a t e d  t h e  
p r o b l e m ,   s i n c e  a large p a r t  of t h e  t r a n s p o r t   f l e e t  is now i d l e  b e c a u s e  
of a l a c k  of s p a r e  p a r t s .  



- 12 - 

T h e r e  a r e  800 km of r a i l v a y ,   c o n n e c t i n g   t h e   c e n t r a l   h i g h l a n d s  w i t h  
t h e   p r i n c i p a l   p o r t   o f   T o a m a s i n e  on t h e  e a s t  coas t .  T h l a   h a s  also 
d e t e r i o r a t e d   d u e  t o  e l a c k  of a d e q u a t e   m a i n t e n a n c e ,   e n d   d e l a y s  are 
f r e q u e n t .  In  1980 and 1981 c h r o m e   e x p o r t s  were p a r t i c u l a r l y   a f f e c t e d  
b y   t h e   l a c k   o f  a r e l i a b l e  r a i l  l i n k ,   b u t   t h e   s i t u a t i o n  has now improved ,  
a f t e r   t h e   a d o p t i o n  of a r e m e d i a l   a c t i o n   p l a n  by t h e   a u t h o r i t i e s .   B o t h  
a i r  a n d   i n t e r c o a s t a l  sea commerce a re  i m p o r t a n t ,   p e r t l y   b e c a u s e  of t h e  
i n a d e q u a c y  of t h e   r o a d   n e t w o r k .   T h r e e   ? a t i o n a l   c o m p a n i e s   p r o v i d e   r e g u l a r  
s e r v l c e   b e t w e e n   M a d a g a s c a r ' s   p o r t s ,   a n d   t h e  s t a t e  e n t e r p r i s e  Air Madagasca r  
p r o v i d e s  a i r  s e r v i c e   t h r o u g h o u t   t h e   i s l a n d .  Air Yadagasca r   expanded  I t s  
s e r v i c e s   c o n s i d e r a b l y   i n  1978 a n d   1 9 7 9 ,   a n d  a number  of new a i r c r a f t  
were p u r c h a s e d .  

11. EmDlovment. Wanes. a n d   P r i c e s  

1. Employment 

Labor s t a t i s t i c s  i n  Madagascar  a r e  f r a g m e n t a r y ,  and t h e  most r e c e n t  
i n f o r m a t i o n   a v a i l a b l e  on t h e  s e c t o r a l   d i s t r i b u t i o n  of t o t a l   e m p l o y m e n t  
i s  f o r  1979.  T h e s e   d a t a   i n d i c a t e   t h a t ,  out of t h e   t o t a l   e s t i m a t e d  
labor fo rce  of 4 . 3  m i l l i o n ,   a p p r o x i m a t e l y  3 . 8  m i l l i o n ,  or some 88 per 
c e n t ,  were i n v o l v e d  I n  a g r i c u l t u r e  ( T a b l e  4). C e n t r a l  and l o c a l   g o v e r n -  
ment w a s  t h e   n e x t   l a r g e s t   e m p l o y e r ,  w i t h  3 per c e n t  of t n e  l a b o r   f o r c e .  
The o n l y  s t a t i s t i c s  a v a i l a b l e   o n   e m p l o y m e n t   t r e n d s  a r e  for t h o s e   i n  
f o r m a l  wage employment ,   and  a r e  d e r i v e d  from t h e   n u m b e r s   m a k i n g   c o n t r i -  
b u t i o n s   t o  the s o c i a l  s e c u r i t y  fund, Caisse N a t i o n a l e  de PrCvoyance  

Table 4 .  M a d a g a s c a r .   E m p l o y m e n t   S i t u a t i o n   i n  1979 

( I n   t h o u s a n d s )  

T o t a l   e m p l o y m e n t  
A g r i c u l t u r e  

4 , 2 6 7  
3,792 

I n d u s t r y  60  
C o n s t r u c t l o n  3 1  
H a n d i c r a f t s  24 
C o m m e r c e ,   b a n k i n g ,   i n s u r a n c e  9 4  
T r a n s p o r t ,   t e l e c o m m u n i c a t i o n s  29 
H o u s e h o l d   s e r v a n t s  36 
Government 13 1 
Other 72 

Source :   Wor ld   Bank.  
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S o c f a l e  (CNAPS).  T h e s e  s t a t i s t i c s  show t h a t   f o r m a l  wage employment 
o u t s i d e   G o v e r n m e n t   g r e w   b y   7 . 4   p e r   c e n t  in 1980 e n d   c o n t i n u e d   t o  grow 
(by 3 . 7  p e r   c e n t )  i n  1981, d e s p i t e   t h e   s h a r p   d e c l i n e   i n   t h e   l e v e l   o f  
e c o n o m i c   a c t i v i t y   ( T a b l e  5 ) .  A l t h o u g h   t h e  coverage of t h e  CNAPS 
a p p a r e n t l y   i m p r o v e d   d u r i n g  this p e r i o d ,  SO t h e   d a t a   p r o b a b l y   o v e r s t a t e  
t h e   a c t u a l   e m p l o y m e n t   g r o w t h ,   e m p l o y m e n t   h a s   n o t   d e c l l n e d   a l o n g   w i t h  
r ea l  o u t p u t ,   a n d   t h e r e  h a s  e v i d e n t l y   b e e n  a 3 u b s t a n t i a l   d e c l i n e  i n  
p r o d u c t i v i t y  per  worker .   Emplovment   g rowth  w a s  most r a p i d  I n   t h e  
s e c o n d a r y  s e c t o r ,  where  i t  i n c r e a s e d   b y  2 0  per c e n t   b e t w e e n   1 9 7 9   a n d  
1981. R e g i s t e r e d   e m p l o y m e n t   i n   c o n s t r u c t i o n  grew by almost 30 p e r   c e n t  
d u r i n g   t h e   p e r i o d .   H o w e v e r ,   t h i s  may h a v e   b e e n   p a r t l y   a c c o u n t e d  €or by 
i n c r e a s e d   r e g i s t r a t i o n  of employees  of small c o n s t r u c t i o n   e n t e r p r i s e s  
( c a l l e d  t i l c h e r o n s )   w h i c h   s p e c i a l i z e  i n  b u i l d i n g   t r a d i t i o n a l  h o u s e s .  

T a b l e  5. M a d a g a s c a r .   E v o l u t i o n  of Non-Government 
Wage Employment ,   1979-81 1/ 

I 

1979  1980 198 1 

Primary s e c r o r  61,881 6 2 , 8 0 6   6 3 , 5 4 5  

O f  which a g r i c u l t u r e  5 5 , 7 5 0  5 6 , 5 1 1   5 6 , 7 3 7  

Secondary sector  6 8 , 1 5 3   7 7 , 3 6 9   8 1 , 8 7 9  

O f  w h i c h '  mir.ing 
f o o d   p r o c e s s i n g  
tobacco 
t e x t i l e s  and l e a t h e r  
wood 
p a p e r  and p r i n t i n g  
c h e m i c a l s  
n o n - m e t a l l i c   m i n e r a l s  
metal working 
c o n s t r u c t  I o n  
water and e l e c t r i c i t y  

T e r t i a r y  sec tor  

commerce ,   bank ing ,  insurance 
t r a n s p o r t  
o t h e r   s e r v i c e s  

T o t a l  

3,004 
6 , 4 3 2  
1 , 7 7 8  

llr, 380 
2 ,712  
2 , 7 1 5  
3 , 5 3 2  
1,263 
1 , 2 5 9  

2 2 , 9 6 6  
4,429 

3 ,184  
6 , 9 5 3  
1,880 

1 5 , 4 7 5  
2,943 
3,116 
4,219 
1 ,282  
1,587 

5 , 004 
27 ,738  

3 , 3 5 4  
7 , 2 9 1  
2 , 0 7 7  

1 6 , 5 8 7  
2 , 960 
3,243 
4,380 
1,270 
1 , 8 3 6  

2 9 , 7 0 3  
5 , 3 3 2  

8 7 , 4 7 4  93,345 96,636 

2 9 , 9 7 0  31,640 32,472 
18,465 20 ,269  2 1 , 4 7 6  
39 ,039  4 1 , 4 3 6  4 2 , 6 8 8  

2 1 7  , 50s 2 3 3 , 5 2 0  242,060 

Source- D a t a   p r o v i d e d  by t h e  Malagasy  authorities. 
- 1/ Based on t h e  numbers makiqg c o n t r i b u t i o n s  t o  t h e  CNAPS. 



No s t a t i s t i c s  are a v a i l a b l e   o n   o v e r a l l   u n e m p l o y m e n t   i n   M a d a g a s c a r .  
However ,   unemployment  In the u r b a n  areas h a s  probably increased i n  
r e c e n t  years.  E m p l o y m e n t   r e g i s t r a t i o n  centers  e x i e t  i n  u r b a n  a r e a s ,  
b u t  t h e   i n c e n t i v e  for  r e g i s t r a t i o n  i s  weak, s l n c e  o n l y  t h o s e   s e e k i n g  
employment i n  t h e   g o v e r n m e n t  sector are r e q u i r e d  t o  go t h r o h d h  t h e  
r e g i s t r a t i o n   c e n t e r s .  Tbere i s  n o   s y s t e m  of unemploymen t   i n su rance .  
C o l l e c t i v e  firings a n d   l a y o f f s  ( l . e . ,  a l l  labor force r e d u c t i o n s   o t h e r  
t h a n  for i n d i v i d u a l   d i s c i p l i n a r y   r e a s o n s )  a r e  s u b j e c t  t o  government  
a p p r o v a l .   R e q u e s t s   f o r   s u c h   r e d u c t i o n s   m u s t  f i r s t  be s u b m i t t e d   t o  a 
t e c h n i c a l   c o m m i t t e e   ( i n c l u d i n g   r e p r e s e n t a t i v e s   o f   t h e   M i n i s t r i e s  of 
Labor, F i n a n c e ,  and I n d u s t r y   a n d   C o m m e r c e )  a t  t h e   " f a r i t a n y "   ( p r o v i n c e )  
l e v e l .  T h e   f i n a l   d e c i s l o n  is t a k e n  by t h e   M i n i s t e r  of Labor, w i t h   t h e  
a d v i c e  of t h i s  committee. A l t h o u g h   r e q u e s t s  a r e  s u p p o s e d  t o  be answered  
w i t h i n  2 - 3  m o n t h s ,   d e l a y s   c a n  be much l o n g e r   i n  p r a c t i c e .  I n  1981 many 
r e q u e s t s   f o r  layoffs h a v e   b e e n   r e f u s e d   a n d   h a v e   b e e n   c o n v e r t e d   i l l t o  a 
r e d u c t i o n   i n   w o r k i n g   h o u r s  f o r  t h e   e m p l o y e e s   i n v o l v e d .  

T h e   G o v e r n m e n t ' s   e m p l o y m e n t   p o l i c y   h a s   b e e n   b a s e d  on t h e   v l e v   t h a t  
the   unemployment  problem can o n l y  by r e s o l v e d  i n  t h e   c o n t e x t  of t h e  
o v e r a l l   d e v e l o p m e n t   s t r a t e g y .   H o w e v e r ,  i t  r e c o g n i z e s   t h a t   r e c e n t   i n -  
v e s t m e n t   p o l i c i e s   h a v e  been t o o  c a p i t a l - i n t e n s i v e ,  w i t h  e m p h a s i s  on a 
r a p i d   t r a n s f o r m a t i o n  of t h e   i r l d u s t r i a l   s t r u c t u r e .   T h e  new i n v e s t m e n t  
program w i l l  p l a c e   g r e a t e r   e m p h a s i s  on  small-  a n d   m e d l u m - s c a l e   e n t e r -  
p r i s e s ,  w h i c h   t e n d  t o  be more l a b o r - i n t e n s i t e ,   a n d  09 i n c r e a s e d  p r i o r i t y  
for a g r i c u l t u r a l  d e v e l o p m e n t ,  v h i c h  w i l l  d i s c o u r a g e  t b e  migration of 
r u r a l   p o p u l a t i o n   t o   u r b a n  a r e a s .  

2 .  Wages 

The Government  h a s  f o l l o w e d  a p o l i c y  of wage r e s t r a i n t   i n   r e c e n t  
years ,  p a r t i c u l a r l y  a s  r e g a r d s   g o v e r n m e n t  sector  wages. W i t h i n   t h e  
c o n t e x t  of  t h i s   r e s t r a i n t ,   t h e   e m p h a s i s  has  been  on d e c r e a s i n g  income 
d i f f e r e n t i a l s   b e t w e e n   t h e   h i g h e s t -   a n d   l o w e s t - p a i d  employees. Minimum 
wage r a t e s  In t h e   p r i v a t e   s e c t o r  are f i x e d  f o r  a w i d e   v a r i e t y  of s k i l l  
c a t e g o r i e s   a n d   t a k e   t h e   f o r m   o f   a n   " i n d i c e   m i n i m u m '  (minimum reference 
r a t e ) .   T h e  minimum i n d e x  f o r  a n   u n s k i l l e d   n o n a g r i c u l t u r a l  worker is 
now 2 3 0 ,  w i t h   e a c h   i n d e x   p o i n t  t h e  e q u i v a l e n t  of FMG 0 . 3 4  p e r  h o u r  
(i.e. t h e   e q u i v a l e n t  of FYG 13,554 Der m o n t h   o n   t h e  basis of 1 7 3 . 3 3  
w o r U n g  hoclrs p+r -3rLF1). I n   1 9 7 8   t h e  z o n i n g  s y s t e m ,   w h e r e b y  minimum 
wage ra tes  were e s t a b l i s h e d  f o r  d l f f e r e n t  zones,  was a b o l i s h e d .  In 
June 1980 t h e  v a r i o u s  rnlnimurn r a t e s  were i n c r e a s e d ,   w i t h   t h e  largest 
i n c r e a s e s  for t h e  lowest s k i l l   c a t e g o r i e s .   T h e  minimum r a t e s  f o r  
*lnskilled manual  l a b o r e r s ,  i n  b o t h  t h e  a g r i c u l t u r a l  a n d  n o n a g r i c u l t u r a l  
s e c t o r s ,  were i n c r e a s e d  by 1G.7 per c e n t  (Table 6 ) ,  whereas  t h e  minimum 
r a t e  €or  the h i g h e s t   c a t e g o r y  of s k i l l e d   m a n u a l  worker was r a i s e d   b y  
o n l y  3.8 per c e n t .   S i m i l a r l y   t a p e r e d  increases were i n t r o d u c e d   i n  
A p r i l  1 9 8 1 ,   w h e n   t h e  minimum r a t e  €or u n s k i l l e d   l a b o r e r s  was i n c r e a s e d  
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by 1 4 . 8  p e r   c e n t   a n d  lesser  i n c r e a s e s  were a d o p t e d  for h i g h e r   s k i l l  
c a t e g o r i e s ;  t h e  minimum rate for t h e   h i g h e s t   s k i l l   c a t e g o r y  w a B  raised 
by o n l y  4 . 6  p e r   c e n t .  

T a b l e  6 .  M a d a g a s c a r :  Hlnlrnurn Wage Ratee for  A g r i c u l t u r a l  
a n d   N o n a g r i c u l t u r a l  Workers, 1978-81 

( f n  M a h R a S V  f r a n c s  Der month )  

A g r i c u l t u r a l  L/ N o n a g r i c u l t u r a l  - 2 /  

Prior  t o  May 1 9 7 8  - Zone I 
- Zone I1 

6 * 600 
7 , 200 

8 , 8 3 9  
8 , 0 5 9  

May 1 9 7 8  - May 1980 10 , 200 10 , 018 

J u n e  1980 - March   1981  

S i n c e   A p r i l  1981 

1 1 , 7 0 0  

1 3  * 800 

1 1 , 4 9 1  

1 3 , 5 5 4  

S o u r c e -  Data s u p p l i e d  by t h e   M a l a g a s y   a u t h o r i t i e s .  

- 1/ On t h e  b a s i s  of 2 0 0  w o r k i n g   h o u r s   p e r   m o n t h .  
- 2/ On t h e  basis of 1 7 3 . 3 3  working h o u r s  per month .  

I n c r e a s e s   i n   p u b l i c  sector wages a d o p t e d  in A u g u s t   1 9 7 9  raised t h e  
G o v e r n m e n t ' s   w a g e  b i l l  by a n   e s t i m a t e d  8 p e r   c e n t .  1/ S i n c e   t h e n   t h e  only 
c o s t - o f - l i v i n g   i n c r e a s e s   h a v e   b e e n   i n   A p r i l  1981, wKen a u n i f o r m   l n c r e a s e  of 
3 .4  per c e n t  was i n t r o d u c e d   ( t h r o u g h  an l n c r e a s e  in t h e   v a l u e  of e a c h   I n d e x  
p o i n t  on t h e   g o v e r n m e n t  scale from FHG 1 , 0 4 0  t o  FMG 1 , 0 7 5 ) ,   a n d   i n  May 1 9 8 2 ,  
w h e n   a n   i n c r e a s e  of 3 . 3  p e r   c e n t  v-s  a d o p t e d  (i.e., an  i n c f e a s e   i n   t h e  
v a l u e  of e a c h   i n d e x   p o i n t   t o  FMG 1.110). 

3 .  P r i c e s  

The o n l y  a v a i l a b l e  price  i n d i c e s  f o r  Madagascar are f o r  the  c a p i t a l  
c i t y ,   A n t a n a n a r i v o ,   a n d   d o   n o t   a c c u r a t e l y  measure t r u e   p r i c e   d e v e l o p m e n t s  
because t h e y  a r e  b a s e d   p a r t i a l l y  o n  c o n t r o l l e d  p r i c e s .  For i n s t a n c e ,  t h e  

1/ T h e   s t r u c t u r e  of g o v e r n m e n t   s a l a r y  r a t e s  and t h e  c h a n g e s   i n t r o d u c e d  
i n A u g u s t  1979 a r e  d e s c r i b e d   i n   d e t a i l   i n  S;1/80/152. 
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p r i c e  of r i c e ,   w h i c h   h a s  a 1 5  p e r   c e n t   w e i g h t  in t h e   i n d e x  for low  income 
f a m i l i e s ,  i s  b a e e d  on t \e o f f i c i a l  c o n s u m e r   p r i c e  of r i c e ,  v h e r e a a  a sub- 
s t a n t i a l  p r o p o r t i o n  of r i c e  consumed i a   p u r c h a s e d  on the Fdra l l e l  m a r k e t ,  
a t   s i g n i f i c a n t l y   h i g h e r  p r ices .  T h e   m e a s u r e d   p r i c e   i n d i c e s   p r o b a b l y  
u n d e r s t a t e d   t h e   u n d e r l y i n g  r a t e  of i n f l a t i o n   d u r i n g   t h e  l a t e  19709, when 
t h e   G o v e r n m e n t   p u r s u e d  a p o l i c y  of  h o l d i n g  down p r i c e s  for many b a s i c  
c o n s u m p t i o n  goods, t h r o u g h   c o n t r o l s   a n d   s u b s i d i e s .   H o v e v e r ,   s i n c e   1 9 8 1  
t h e  p r i c e  i n d i c e s   h a v e   t e n d e d   t o   o v e r s t a t e   t h e   u n d e r l y i n g   i q f l a t i o n  
r a t e ,  s i n c e   t h e r e   h a v e  been m a j o r  i n c r e a s e s  i n  a w i d e   r a n g e  of o f f i c i a l l y  
c o n t r o l l e d   p r t c e s  a s  p a r t  of t h e   G o v e r n m e n t ' s   a d j u s t m e n t   e f f o r t s .  

The p r i c e   i n d e x  f o r  low-income fami l ies  i n   A n t a n a n a r i v o   c o v e r s   t h e  
m a j o r i t y  of t h e   p o p u l a t i o n   o f   t h e   c i t y   a n d  i s  based   on  a b a s k e t  of 1 3 1  
c o m m o d i t i e s ,   w i t h   f o o d  items a c c o u n t i n g  for 60.35 p e r   c e n t  of t h e   b a s k e t .  
Measured by t h i s   i n d e x ,   p r i c e   i n c r e a s e s   h a v e   a c c e l e r a t e d  from a n   a v e r a g e  
of 1 4 . 0  per c e n t   i n   1 9 7 9   t o  1 8 . 2  per  cent  i n   1 9 8 0   a n d  30.5 per c e n t  in 
1 9 8 1  ( T a b l e  7). Food and  f u e l  p r l c e s  h a v e   i n c r e a s e d  a t  a s l i g h t l y  f a s t e r  
r a t e  t h a n  t h e  geqeral  i n d e x  In all t h r e e  y e a r s .   F u e l   p r i c e s   i n c r e a s e d  
i n  two b u r s t s .  in t h e   s e c o n d   h a l f  of 1979 a s  a r e s u l t  o f  t h e   p a s s - t h r o u g h  
of h i g h e r   w o r l d  p r i c e s ,  a n d   i n   t h e   s e c o n d   q u a r t e r  of 1 9 8 1   f o l l o w l n g   t h e  
i n , i - o d u c t i o n   o f   l a r g e  new t a x e s  o n  p e t r o l e u m   p r o d u c t s .  

The p r i c e  movements a s  i n d i c a t e d  by t h e   h i g h - i n c o m e   i n d e x ,   w h i c h  
h a s  a l a r g e r  component  of i m p o r t e d  g o d s ,  have  also a c c e l e r a t e d   d u r i n g  
t h e  l a s t  t h r e e   y e a r s ,   a l t h o u g h  a t  a s l i g h t ~ y  slower p a c e   t h a n   t h e   l o w -  
Income i n d e x .  The a v e r a g e   p r i c e  increases  were 10.8 p e r  c e n t  i n  1979, 
1 3 . 5  p e r  cent i n  1980, a n d  24.2 p e r  c e n t   i n  1981. Food a n d  f u e l  p r i c e s  
i n c r e a s e d  more r a p i d l y   t h a n   o t h e r   c o m p o n e n t s  of t h e   i n d e x .  

Y a d a g a s c a r  has a c o m p r e h e n s i v e  s y s t e m  o f  p r i ce  c o n t r o l s ,   w h i c h  
c o v e r s   v i r t u a l l y  a l l  consumer goods. P a r t i c u l a r l y   c l o s e   c o n t r o l  is k e p t  
o v e r  t h e  p r i c e s  o f  13 e s s e n t i a l   c o m m o d i t i e s  ( r i c e ,  s u g a r ,  s a l t ,  soap, 
c a n d l e s ,   m a t c h e s ,   b a t t e r i e s ,   e d i b l e   o i l s ,   m e a t ,  bread, c o n c e n t r a t e d  
m i l k ,   c o t t o n   f a b r i c s ,   a n d   t o b a c c o   p r o d u c t s ) .   W h o l e s a l e   t r a d e  i n  t h e s e  
p r o d u c t s  Is c o n t r o l l e d  by s t a t e  e n t e r p r i s e s ,  some are s o l d  a t  a u n i f o r m  
p r i c e   t h r o u g h o u t   t h e   c o u n t r y ,   w h i l e   t h e   p r i c e s  of o t h e r s  a r e  allowed 
t o   r e f l e c t   d i f f e r e n c e s   i n   d i s t r i b u t i o n  c o s t s .  For t h e s e  13  and some 
o t h e r   e s s e n t i a l   c o m m o d i t i e s ,   p r i c e s   t h e m s e l v e s  are f i x e d ,   b a s e d   o n  
p r o d u c t l o n   c o s t s .   I n   p r i n c i p l e ,   p r i c e s  a r e  a d ~ u s t e d  when c o s t s   c h a n g e ,  
b u t   i n  p r a c t l c e  t h e r e  can be  long d e l a y s  when p o l i t i c a l l y  sensitive 
g o o d s  a r e  I n v o l v e d .  For o t h e r  ( r n a l n l y  i m p o r t e d )   p r o d u c t s ,  p r o f i t  
m a r g i n s  a r e  e s t a b l l s h e d   a t   t h e   w h o l e s a l e   a n d   r e t a i l   l e v e l s .   E x - f a c t o r y  
p r l c e s  of l o c a l l y   p r o d u c e d   g o o d s   a r e  a130 c o n t r o l l e d ,  a n d  c a n n o t  be 
increased w i t h o u t  t h e  a p p r o v a l  of t h e  M i n l s t r y   o f   I n d u s t r y  a n d  Commerce. 
T h e   e f f e c t i v e n e s s  of t h e   p r i c e   c o n t r o l s   h a s   d e c l i n e d  L n  r e c e n t  y e a r s  
because  o f   s e r i o u s  s u p p l y  s h o r t a g e s ,   a n d   s i g n i f i c a n t   p a r a l l e l   m a r k e t s  
e x l s t  for v i r t u a l l y  a l l  c o m m o d i t i e s .   T h e r e  is no l e g a l l y   e s t a b l i s h e d  
r a t i o n i n g   s y s t e m ,  but  a d e   f a c t o   s y s t e m   h a s   b e e n   e s t a b l i s h e d  a t  t h e  
local g o v e r n m e n t   l e v e l  for r i ce ,  o i l ,  s o a p ,   a n d ,   o c c a s i o n a l l y ,  sugar. 
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The  Government  i r  now i n   t h e   p r o c e s s  of i n t r o d u c i n g   g r e a t e r   f l e x i -  
b i l i t y   I n t o  t h e  e y s t e m  of p r i c e   c o n t r o l s .  O f f i c i a l  p r i c e s  €or manv 
b a s i c   c o m m o d i t i e s   h a v e   b e e n   i n c r e a s e d   s u b s t a n t i a l l y  i n  1981 a n d   t h e  
f i r s t   h a l f  of 1 9 8 2 ,   w i t h   t h e  g rea tes t  i n c r e a s e   o c c u r r i n g   i n   t h e   c o n e u m e r  
p r i c e  of  r i c e ,  r a i s e d  by 86 .7  p e r   c e n t  i n  May 1982.  More g e n e r a l l y ,  
most  e n t e r p r i s e s  w i l l  b e   a l l o w e d  t o  a d j u s t   e x - f a c t o r y   p r i c e s  by up t o  
a c e r t a i n   p e r c e n t a g e ,  based o n   i d e n t i f i e d  cos t  i n c r e a s e s ,   w i t h o r v c  
p r i o r   g o v e r n m e n t   a p p r o v a l .  

111. D e v e l o p m e n t   P l a n n i n g  

M a d a g a a c a r ' s  o v e r a l l  d e v e l o p m e n t   s t r a t e g y ,  a s  o u t l i n e d   i n  Les O p t i o n s  
F o n d a m e n t a l e s   p o u r  l a  P l a n i f i c a t i o n   S o c i a l l s t e ,   a d o p t e d   i n   D e c e m b e r  1 9 7 7 ,  
c a l l e d  for  s t r e n g t h e n e d   n a t i o n a l   c o n t r o l  of t h e   e c o n o m y   a n d  a r e s t r u c t u r -  
j n g   o f   i n s t i t u t i o n s  t o  make them more r e s p o n s i v e  t o  n a t i o n a l   n e e d s .  As 
p a r r  of t h i s   s t r a t e g y ,   t h e  major p r i v a t e   t r a d i n g   c o n c e r n s ,   w h i c h  were 
m o s t l y   f o r e i g n - o w n e d   a n d   m a n a g e d ,   a n d   t h e  m o s t  i m p o r t a n t   i n d u s t r i a l   e n t e r -  
p r i s e s   h a v e   b e e n   b r o u g h t   u n d e r  s t a t e  c o n t r o l .   T h e   b a n k s   a n d   i n s u r a n c e  
c o m p a n i e s  were n a t i o n a l i z e d ,   a n d  a s y s t e m  of d e c e n t r a l i z e d  l o c a l  a d m i n i s -  
t r a t i v e   b o d i e s  ( t h e  " F o k o n o l o n a "   s y s t e m )  vas e s t a b l i s h e d  t o  i n c r e a s e  
p o p u l a r   p a r t i c i p a t i o n  in Governmen t .  

T h e   p l a n n i n g   p r o c e s s  i s  expected t o  p l a y  a major r o l e  i n   s h a p i n g  
M a d a g a s c a r ' s   f u t u r e .   T h e  o v e r a l l  l o n g - t e r m   p l a n n l n g  t a r g e t s  verrl o u t -  
l i n e d   i n  La S t r a t i 5 R i e   G l o b a l e  du Dgve loppemen t  1978-2000, w h i c h   p r o p o s e d  
t h e   a t t a i n m e n t  of a n  a n n u a l   a v e r a g e  GDP g r o w t h  r a t e  of 6.3 p e r   c e n t  over  
t h e   p e r i o d ,   t h e r e b y  d o u b l i n g  rea l  per c a p i t a   i n c o m e s   b y   t h e   y e a r  2000. 
I n   t h a t   y e a r   t h e   i n d u s t r i a l  s ec to r  w a s  p r o j e c t e d   t o   a c c o u n t  for some 5 0  p e r  
c e n t  of CDP, c o m p a r e d   v i t h  19 per  c e n t  i n  1977. T h e   p e r i o d   c o v e r e d   b y  
t h e   l o n g - t e r m   p l a n  was v i e w e d  as f a l l i n g  i n t o  t h r e e   d i s t i n c t   p h a s e s .  
D u r i n g  the f i r s t  p h a s e ,  1 9 7 8 - 8 4 ,  f o u n d a t i o n s   f o r   k u t u r e   d e v e l o p m e n t  were 
t o  be l a i d ,   w i t h   e m p h a s i s   o n  the d e v e l o p m e n t   o f   i n f r a s t r u c t u r e ,  basic 
i n d u s t r y ,   f o o d   p r o c e s s i n g ,  and t e x t i l e s .  A major e x p a n s i o n   i n   i n v e s t m e n t  
was f o r e s c e n ,   w i t h  l i t t l e  or n o   i n c r e a s e  i n  per  c a p i t a   c o n s u m p t i o n .   T h e  
s e c o n d   p h a s e ,  1985-92,  w a s  t o  be a p e r i o d  of c o n s o l i d a t i o n ,   d u r i n g   w h i c h  
a c a p i t a l   g o o d s   i n d u s t r y   v o u l d  be c rea t ed ,  u n e m p l o y m e n t   v o u l d   d e c l i n e ,  
a n d   t h e r e  would b e  some n c r e a s e  i n  per c a p i t a   c o n s u m p t i o n .   D u r i n g   t h e  
final phase, 1993-2000, t h e  economy would  grov most r a p i d l y ,   l e a d i n g  t o  
f u l l   e m p l o y m e n t   a n d  a g e n e r a l   i m p r o v e m e n t   i n   l i v i n g   s t a n d a r d s .  

T h e   o v e r d l 1   l o n g - t e r m  t a r g e t s  a re  s p e c i f i e d   i n  g r e a t e r  d c t a i l   i n  
medium-term plans, t h e  first of w h i c h   c o v e r e d   t h e  p e r l o d  1978 t o  1980. 
However, r e a l  g r o w t h  during t h e   p e r i o d  fell v e l 1  s h o r t  of t h e   p l z n  t a r g e t s  
i n  a l l  s e c t o r s  o t h e r   t h a n   g o v e r n m e n t   a d m i n i s t r a t i o n ,   w h l c h   p r o v e d  to be  
t h e  f a s t e s t  growing s e c t o r   r a t h e r   t h a n   t h e  slowest, 4s e n v i s a g e d   u n d e r  
t h e  Plan  ( T a b l e  8 ) .  The results f u r  a g r i c u l t u r e  were p a r t i c u l a r l y  
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d i s a p p o i n t i n g  when compared i r l t h   a n   e s t i m a t e d   p o p u l a t i o n  growth r a t e  
of 1 . 8  p e r   c e n t  pet annum. None of t h e   t a r g e t s  €or g r o w t h  i n  o u t p u t  
of i n d i v i d u a l  crops was a t t a i n e d ,   w l t h   e s p e c i a l l y  l a rge  s h o r t f a l l s  for 
v a n i l l a ,   b u t t e r   b e a n s  a d  u r o u n d n u t s .  I n  c o n t r a s t ,   t h e  o b j e c t i v e s  o f  
t h e   p l a n  i n  t h e  f i e l d  of social s e t v i e e n ,   a n d   p a r t i c u l a r l y   e d u c a t i o n ,  
h a v e   b e e n  more than a t t z l t l e d .  By 1980 t h e   n u m b e r  of s t u d e n t s  a t  p r i m a r y ,  
s e c o n d a r y ,  and u n i v e r s i t y  l e v e l s  h a d  a l l  s u r p a s s e d  p l a n  t a r g e t s .  The 
number of u n i v e r s i t y - l e v e l   s t u d e n t s  was a r o u n d  30,000 i n  1 9 8 0 ,  compared 
w i t h  some 11,000 In 197F.  The r a p i d  e x p a n s i o n  of e d u c a t i o n a l   f a c i l i t i e s  
and t h e  m o d e s t  scmrorric g r o w t h  has b e g u n  t o  c r e a t e  a s e r i o u s  excess  
s u p p l y  oi new school l p a v e r s ,   w h i c h  is e x p e c t e d  t o  worsen In t h e  n e x t  
iew years .  

T a b l e  8 .  Madagascar: P e r f o r m a n c e   U n d e r  1978-80 P l a n  

( A v e r a g e   a n n u a l   g r o w t h  ra tes  i n  per c e n t ;  Cased on 1 9 7 7  prier-s )  - 

Plan t a r g e t   A c t u a l  
~~ ~ 

Gross d o m e s t i c   p r o d u c t  5 . 5  3.0 

A g r i c u l t u r a l  s e c t o r  4 . 3  1.5 

I n d u s t r y  and m i n i n g  9 . 0  5.4 

S e r v i c e s  4 . 8  2.9 

G o v e r n m e n t   a d m i n i s t r a t i o n   3 . 7  6.0 

S o u r c e '  Data s u p p l i e d  by t h e   M a l a g a s y   a u t h o r i t i e s   ( P l a n n i n g  
D i r e c t o r a t e ) .  

A l t h o u g h   f i n a l   d a t a  are n o t  y e t  a v a i l a b l e   o n   t h e   s t r u c t u r e   o f  
i n v e s t m e n t  during 1978-80, i t  is clear t h a t   t h e   a c t u a l   c o m p o s i t i o n  of 
I n v e s t m e n t s   h a s   b e e n  v e r y  d i f f e r e n t  from t h a t  p r o p o s e d  In t h e   p l a n .  A 
much larger s h a r e  of e x p e n d i t u r e s  was a l l o c a t e d  t o  s o c i a l  i n v e s t m e n t s ,  
i n c l u d i n g  a crash program f o r  t h e  c o ~ s t r u c t i o n  of a number of r e g i o n a l  
u n i v e r s i t y  centers, w h i c h  were n o t   i n c l u d e d  in t h e  original p l a n .  
Investments u n d e r t a k e n  i n  1979 had a l a r g e  s h a r e  d e v o t e d  t o  t r a n s p o r t  
a n d   c o m m u n i c a t i o n s ,   l a r g e l y   d u e  t o  t h e  p u r c h a s e  of a B o e i n g  747 a i r c r a f t ,  
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and A number of e h i p s ,  which were  also not included in the  original 
plan (Table  9). Available  information  on 1980 Investments  indirates 
that,  while  the share  devoted to transport  declined,  investments  in 
social and  administrative scrv lces  remained  high,  and  invemtments in 
agriculture  and  industry  did not lnereaee  significantly. 

T a b l e  9 .  Madagascar: Composition of Crose F i x e d  
Capital  Formation,  1978-80 

( In Per cent of total) 

1978-80 P l a n  1979  Actual 

Agriculture 18.6 14 -0 

Indus t ry 33.0 2 8 . 7  

Transport  and  communications 27.6 32.2 

Commet ce G. 3 1.9 

Administrative and s o c i a l  services 13.5 21.8 

Other  services 3.0 1.4 

Total 100.0 100.0 

Source  Data  supplied by the  Malagasy authorities (Planning  Direc- 
t o r a t e )  . 

A new Development  Plan  covering  the  period  1982-87 was approved  in 
December 1981. I t s  main  objectives are to ensure  self-sufficiency in 
foodstuffs; to increase the integration of the  agricultural  and  indus- 
trial  sectors, to develop  exports, to regularize  the  supply of f o o d ,  
and to improve t h e  housing and  health  conditlons of the  population. 
The new p l a n  c a l l s  for an  average a n n u a l  grouth ra te  of 5.9 per cent, 
w i t h  agriculture  expanding by 3.1 p e r  cent a year and t h e  industrlal 
a n d  mining sectors  by 7.7 per cent. The  rate of investment is to reach 
27.4 p e r  c e n t  of G D P  by 1987, w h i l e  the  growth in p r l v a t e  consumption 
w r l l  b e  l i m i t e d  to  an annual average of 3.6 per cent,  only  slightly 
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a b o v e   t h e  r a t e  of p o p u l a t i o n   g r o w t h .  In a g r i c u l t u r e   t h e  a i m  is t o  
e x p a n d   p a d d y   p r o d u c t i o n   b y  3 . 8  p e r  c e n t  a y e a r  so as t o  elimlnate r i c e  
i m p o r t e  by 1987, a n d  t o  a c h i e v e   s u b s t a n t i a l   g r o w t h   i n   t h e   o u t p u t  of 
t h e   e x p o r t   a n d   i n d u s t r i a l  crops .  T o  meet t h e s e  t a r g e t s  t h e   p l a n  c a l l s  
for t h e   s e t t i n g  of p r o d u c e r   p r i c e s  at l e v e l s  t h a t  c o v e r  r e a l  c o s t s  o f  
p r o d u c t i o n   a n d  f o r  a n  i m p r o v e m e n t  In t h e   d i s t r i b u t i o n   n e t w o r k  a s  w e l l  
as t h e   r e g u l a r   s u p p l y  of bas i c  i n c e n t i v e   c o n s u m e r  goods t o  t h e   r u r a l  
a r e a s .  I n  t h e   i n d u s t r i a l  s ec to r  t h e   o b j e c t i v e s  a r e  t o  e s t a b l i s h   t h e  
f o u n d a t i o n s  of an a u t o n o m o u s   a n d   l n w a r d - d l t e c t e d   i n d u s t r i a l   s t r u c t u r e ,  
w i t h  emphasis o n   e n e r g y   i n d e p e n d e n c e ,   d e v e l o p m e n t  of the c o u n t r y ' s  
mineral  p o t e n t i a l ,   a n d   e x p e n s l o n  of those  i n d u s t r i e s   c o n c e r n e d   w i t h  
a g r i c u l t u r a l   p r o c e s s i n g  o r  t h e   p r o v i s i o n  of i n p u t s  t o  a g r i c u l t u r e .  

However,  i n   v l e w  of t h e   c u r r e n t   f i n a n c i a l  c r i s i s ,  a n d   w i t h o u t   q u e s -  
t i o n i n g   t h e   f u n d a m e n t a l   o b j e c t i v e s  of t h e  1982-87 P l a n ,   t h e   a u t h o r i t i e s  
h a v e  adopced a p u b l i c   i n v e s t m e n t  program for  1982-84 w h i c h  is more i n  
l i n e   w i t h  t h e  p r e v a i l i n g   r e s o u r c e   c o n s t r a i n t s .   T h e  new I n v e s t m e n t   p r o -  
gram is part of a major  r e o r i e n t a t i o n  of e c o n o m i c   a n d   f i n a n c i a l   p o l i c y  
d e s l g n e d  t o  r e d u c e   e x i s t l n g   i n t e r n a l   a n d   e x t e r n a l   f i n a n c i a l   i m b a l l n c e s  
a n d   l a y   t h e   f o u n d a t i o n s  for s u s t a i n e d   a n d   b a l a n c e 6   d e v e l o p m e n t .  I n  
t h e   c h o i c e  of i n v e s t m e n t s ,   p r i o r i t y   h a s  been g i v e n  t o  t h e   r e h a b i l l t a -  
t i o n   a n d   a d e q u c r t e   m a l n t e q a n c e  of e x i s t i n g   c a p a c i t y ,   w h i c h  w i l l  h a v e  
t h e   g r e a t e s t   i m m e d i a t e   i m p a c t  o n  t h e   b a l a n c e  of p a y m e n t s   a n d   t h e  s u p p l y  
of goods.  The s h a r e  of a g r i c u l t u r e  will almost  d o u b l e  t o  30 p e r   c e n t  
of a l l  i n v e s t m e n t s ,  w h i l e  s o c i a l  i n v e s t m e n t s  w i l l  b e   s h a r p l y   r e d u c e d .  
I n f r a s t r u c t u r e   i n v e s t m e n t s  w i l l  r e ce ive  2 9 . 2  p e r   c e n L  of p u b l i c   i n v e s t -  
m e n t s   d u r i n g   t h e   p e r i o d ,   a n d   i n v e s t m e n t s   i n   e n e r g y   a n d   m i n i n g   i n d u s t r i e s  
will a c c o u n t  f o r  2 5 . 5  p e r   c e n t .  To e n s u r e  greater c o n t r o l   o v e r   i r n p l e -  
m e n t a t i o n  of t h e   p r o p o s e d   p r o g r a m ,   t h e  ro l e  of t h e   P l a n n i n g   D i r e c t o r a t e  
in t h e   s e l e c t i o n   a n d   a p p r o v a l  of p r o j e c t s   h a s   b e e n   s t r e n g t h e n e d ,   a n d  
i t  w i l l  be r e s p o n s i b l e  for e v a l u a t i n g   t h e  economic f e a s i b i l i t y  of  a l l  
p r o j e c t s .  To e n s u r e   t h a t   e x t e r n a l   f i n a n c i a l   c o n s t r a i n t s  a r e  o b s e r v e d ,  
a s p e c i a l  conmi t tee ,  i n c l u d i n g   r e p r e s e n t a t i v e s  from t h e   C e n t r a l   B a n k ,  
t h e   M i n i s t r y   o f   F i n a n c e ,   a n d   t h e   P l a n n i n g  D i r e c t o r a t e ,  has b e e n  cstab- 
lished t o  a p p r o v e   a n d   m o n i t o r  all e x t e r n a l   f i n a n c i a l   c o m m i t m e n t s .   T h e  
commit tee  will be ass i s ted  by a n   a u t o m a t e d   s y s t e m  of e x t e r n a l   d e b t  
managemen t   wh ich  i s  b e i n g   e s t a b l l s h e d   i n   t h e   C e n t r a l   R a n k .  
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xv . Government F i n a n c e  

For t h e   p u r p o s e s  of t h i s   r e p o r t ,   t h e   g o v e r n m e n t  sec tor  in Madagasca r  
c o m p r i s e s   o n l y   t h e   C e n t r a l  Government. F o l l o w i n g   t h e   a d m i n i s e r a t i v c  
reform comple t ed  i n  1977,   which   a imed a t  d e c e n t r a l i z i n g   t h e   p r o c e s s  of 
d e c i s i o n   m a k i n g ,   t h e   n e w l y   c r e a t e d  l o c a l  g o v e r n m e n t s  ( c o l l e c t i v i t t i s  
d e c e n t r a l i s e e s )  were g r a n t e d   f i n a n c i a l   r e s p o n s i b i l i t i e s   a n d  a d e g r e e  of 
budgetary   au tonomy.  A number of taxes a n d   f e e s  have h e e n   e a r m a r k e d  €or 
t h e s e  l o c a l  g o v e r n m e n t   b u d g e t s   ( p r o f e s s i o n a l  t a x ,  p r o p e r t y   t a x e s ,  meat 
t a x ,   a n d   l i c e n s e   f e e s ) .  A p r o p o r t i o n  of the r e c e i p t s  from o t h e r  t axes  i s  
t r a n - f e r r e d   f r o m   t h e   C e n t r a l   G o v e r n m e n t  ( t a x  o n  m o t o r   v e h i c l e s   a n d ,  
r e c e n t l y ,   t u r n o v e r   a n d   v a l u e   a d d e d  taxes) .  The g e n e r a l   b u d 7 e t   o f   t h e  
C e n t r a l   G o v e r n m e n t   p r o v i d e s   f o r   b o t h   c u r r e n t   a n d   c a p i t a l   e x p e n d i t u r e s .  
However, c a p i t a l   e x p e n d i t u r e   i n c l u d e d   i n   t h e   b u d g e t   r e p r e s e n t   o n l y   i n v e s t -  
m e n t   t h a t  is f i n a n c e d  from d o m e s t i c  sources  and  b y   f o r e i g n   l o a n s ;   p r o j e c t s  
t h a t   a r e   f i n a n c e d  by e x t e r n a l   g r a n t s   a n d   c o m m o d i t y   a i d  a t e  e x e c u t e d   o u t s i d e  
t h e   b u d g e t .  

T h e   T r e a s u r y   c e n t r a l l t e s   t h e   c a s h   t r a n s a c t i o n s   o f   t h e   G o v e r n m e n t  and 
o t h e r   p u b l i c   b o d i e s  and performs b a n k i n g  f u n c t i o n s  f o r   t h e   p u b l i c  s ec to r .  
I n  a d d i t i o n   t o   t h e   a c c o u n t s  of t h e   g e n e r a l   b u d g e t ,  t h e  T r e a s u r y   m a i n t a i n s  
t h e   a c c n u n t s  of t he  a n n e x e d   b u d g e t s ,   i n   w h i c h  a re  r e c o r d e d   t h e   € i n a n c i a 1  
t r a n s a c t i o n s  of  t h e   n o n a u t o n o m o u s   b o d i e s ,   m a i n l y   t h e   P o s t   O f f i c e ,   t h e  
N a t i o n a l   P r i n t i n g  Office, a n d   t h e   P o r t   A u t h o r i t y .   S i n c e  May 1977 t h e  
c o m m o d i t y   s t a b l l l z a t i o n   f u n d s   h a v e   b e e n   a s k e d  t o  deposit mos t  of t h e i r  
r e s o u r c e s  ~n e x c e s s  o €  w o r k i n g   b a l a n c e s   i n   t h e   F o n d s   N a t i o n a l   U n i q u e  de 
P 6 r 6 q a a t l o n  (Fh ' JP )  a t  t h e  Centr;.'  Bank. T r a n s a c t i o n s  ~n t h l s   a c c o u n t  a r e  
n o t  shown I n   T r e a s u r y   r e c o r d s .   T h e   l i q u l d  assets of t h e   T r e a s u r y  c o n s i s t  
of c u r r e n c y   h o l d i n g s   a n d   d e p o s i t s   v l t h   t h e   C e n z r a l   B a n k .   C u s t o m s   d u t y  b i l l s ,  
which a r e  s h o r t - t e r m  obligations of  t h e   p r i v a t e  sector  on a c c o u n t  of d e l a y e d  
payments  of c u s t o m s   d u t i e s   a n d   o t h e r   i n d i r e c t  t axes  were e x c l u d e d  from t h e  
T r e a s u r y   r e c e i p t s   a n d  asse ts  f o r  t h e   p u r p o s e s  of  t h i s   r e p o r t .   f n   o r d e r   t o  
p r o v i d e  a more c o m p r e h e n s i v e   p i c t u r e  of t h e   G o v e r r m e n t ' s   o v e r a l l   f i n a n c i a l  
o p e r a t l o n s ,   t h e   o p e r a t i o n s  of t h e  FNUP h a v e   b e e n   c o n s o l i d a t e d   w i t h   t h e  
T r e a s u r y ' s  cash r r a n s a c t l o n s .   O p e r a t i o n s  of t h e  FNUP I n c l u d e   r e c e i p t s  as  
w e l l  as t r a n s a c t i o n s   w h i c h   r e p r e s e n t   c u r r e n t   a n d   c a p i t a l   e x p e n d i t u r e ,   a n d  
o u t l a y s  re la ted  t o   t h e   m a r k e t i n g   o f   d o m e s t i c a l l y   p r o d u c e d  r i c e  a n d   o t h e r  
export p r o d u c t s .  Net e x p e n d l t u r e   r e l a t e d   t o   t h e  marketing of I m p o r t e d  
r i c e ,  which is f i n a n c e d   t h r o u g h   d l r e c t   a d v a n c e s  from t h e   C c n t r a l  Bank and 
whlch is no; shovn i n  T r e a s u r y  records, 1s a l s o  c o n s o l l d ~ t e d   w l t h   t h e  
T r e a s u r y  accoun ts .  

1. O v e r a l l  f l s c a l   d e v e l o p m e n t s  

D u r l n g  t h e  t h r e e   f l n a n c l a l  years ended December 1981 t h e  Government's 
r e v e n u e s  rose a t  a n  a n n u a l   a v e r a g e  r a t e  of  5.5 p e r  c e n t ,  while t h e  growth 
o f  t o t a l  e x p e n d i t u r e s   a v e r a g e d  2 7 . 7  p e r  c e n t .  As a p r o p o r t l o n  of  G D P ,  
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r e v e n u e s   d e c l i n e d   s t e a d i l y  from 18.5 per c e n t   i n   1 9 7 9  t o  15.2 p e r  c e n t  
i n   1 9 9 1 ,   w h i l e   e x p e n d i t u r e s   i n c r e a s e d  from 31.8 p e r   c e n t  of GDP i n  1979 
t o  3 5 . 2  p e r   c e n t   i n   1 9 8 0   b u t   d e c l i n e d  t o  29.9 p e r   c e n t   i n  1981. R e f l e c t -  
i n g   t h e s e   d e v e l o p m e n t s ,   M a d a g a s c a r ' s   f i n a n c i a l   s i t u a t i o n   d e t e r i o r a t e d  
from 1979   t o   1980   bu t   showed  a r e l a t i v e  improvement i n  1981 .   The   ove ra l l  
d e f i c i t   a s  a p e r c e n t a g e  of GDP i n c r e a s e d  from 1 3 . 4  p e r  cen t  i n  1979 t o  a 
record 18.4 p e r   c e n t   i n  1980 and d e c r e a s e d  t o  1 4 . 7   p e r   c e n t   i n  1981. 

A summary o f  g o v e r n m e n t   o p e r a t i o n s  for t h e   p e r i o d  1979-82 is p r e s e n t e d  
i n   T a b l e  10 and   Append ix   Tab le  IX. The c u r r e n t   b u d g e t a r y   o p e r a t i o n s  of t h e  
Government were i n   d e f i c i t   t h r o u g h o u t   t h e   p e r i o d ,   a n d   t h e   d e f i c i t   w i d e n e d  
i n   1 9 8 0 .  While b u d g e t a r y   r e v e n u e   g r e w  by l e s s  t h a n  11 p e r  c e n t  i n  t h a t  
y e a r ,   c u r r e n t   e x p e n d i t u r e s  rose by a l m o s t  16 p e r   c e n t ;   b u d g e t a r y   c a p i t a l  
e x p e n d i t u r e s  a l so  a c c e l e r a t e d  by n e a r l y  32 p e r   c e n t ,   r e f l e c t i n g   t h e   C o v e r n -  
m e n t ' s   a t t e m p t s   t o   c a t c h   u p  w i t h  t h e   i n v e s t m e n t   t a r g e t s  of t h e  1978-80 
D e v e l o p m e n t   P l a n .   C a p i t a l   o u t l a y s   r e l a t e d  t o  o n - g o i n g   p r o j e c t s   e x e c u t e d  
u n d e r   t h e   r e s e r v e d   f u n d s  - 1/ a l s o   i n c r e a s e d   s ' l a r p l y .  

Dur ing  1980 r e c e i p t s  of t h e  FNUP d e c r e a s e d  by some 19 p e r   c e n t  as a 
r e s u l t  of d e c l i n i n g   e x p o r t   r e c e i p t s   a n d   d e l a y s   i n   p a y m e n t s   t o   t h e  FNUP by 
t h e  e n t e r p r i s e s   e n g a g e d   I n   f o r e i g n   t r a d e .   E x p e n d i t u r e s   c h a r g e d   a g a i n s t  
t h e  F N U P ,  h o w e v e r ,   m o r e   t h a n   t r i p l e d .  Most o f   t h e   i n c r e a s e  vas a t t r i b -  
u t a b l e   t o   t h e   g r o w t h  of  c a p i t a l   e x p e n d i t u r e s  made u n d e r   t h e  FNUP, a s  a 
r e s u l t  of o u t l a y s   r e l a t e d   t o   t h e   c o n s t r u c t i o n  of  t h e   R e g i o n a l   U n i v e r s i t y  
C e n t e r s  ( C U R S ) .  C u r r e n t   e x p e n d i t u r e s   o f   t h e  FNUP a l s o   i n c r e a s e d   s h a r p l y  
a s  a r e s u l t   o f   h l g h e r   p a y m e n t s   o f   s u b s i d i e s   o n   l o c a l l y   p r o d u c e d  r i ce  and 
o f   h i g h e r   o u t l a y s   r e l a t e d  t o  t h e   c u r r e n t   o p e r a t i o n s  of the   commodi ty  
s t a b l l i z a t i o n   f u n d s .  A t  t he   s ame  time, c e n t r a l   b a n k   e x p e n d i t u r e s   i n  
c o n n e c t i o n   w i t h  r i ce  i m p o r t s  were r e d u c e d  f r o m  FMG 7.5 b l l l i o n   i n   1 9 7 9  
t o  FMG 4 . 1   b i l l i o n   i n  1980, f o l l o w i n g   t h e   a c c e l e r a t i o n   i n   r e p a y m e n t s  of 
t h e   p r o c e e d s  from t h e  s a l e  of r i ce  by s t a t e  e n t e r p r i s e s .  

T h e   d e f i c i t  o f  t h e   s p e c i a l   T r e a s u r y   a c c o L n t s   i n c r e a s e d   b y  some 60 p e r  
c e n t   I n   1 9 8 0 .   A l t h o u g h   g o v e r n m e n t   l e n d i n g   a n d   c a p l t a l   s u b s c r i p t i o n s   t o  
s t a t e  e n t e r p r i s e s  were s u b s t a n t i a l l y   l o w e r e d  from FXG 11.9 b i l l l o n  t o  
FYG 4.3 b i l l i o n ,   t h i s   r e d u c t i o n  w a s  more t h a n   o f f s e t  by t h e  e x p a n s i o n  of  
on - l end ing  t o  s t a t e  e n t e r p r i s e s  of f o r e l g n   l o a n s   a n d   b y  a d e c l i n e   i n   t h e  
n e t   s u r p l u s   o n  o t h e r  T r e a s u r y   o p e r a t i o n s .  The carry-over of d e f e r r e d  
p a y m e n t s   r e m a i n e d   v i r t u a l l y   u n c h a n g e d .  

1/ B u d g e t a r y   a l l o c a t l o n s  for Long-term p r o J e c t s   u h i c h  are  n o t  F u l l y  
u t i l i z e d  by t h e   e n d   o f   t h e  f l s c a l  y e a r  are n o r m a l l y   t r a n s f e r r e d   t o   t h e  
reserved  f u n d s .  
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T h e r e f o r e ,   w h i l e  t o t a l  r e v e n u e s  rose  by o n l y  5 . 5  p e r   c e n t  in 1980, 
t o t a l  e x p e n d i t u r e s   i n c r e a s e d  by a r o u n d  2 8  p e r   c e n t   f r o m  FMG iR9.9 b i l l i o n  
t o  FHC 2 4 2 . 8  b i l l i o n .   C a p i t a l   e x p e n d i t u r e s ,   i n c l u d i n g   o n - l e n d i n g ,  tose 
by some 50 per  c e n t   d e s p i t e   a t t e m p t s   b y   t h e   T r e a s u r y  t o  k e e p  down e x p e n d i -  
t u r e s  of c e r t a i n  key s p e n d i n g   m i n i s t r i e s .   C a p i t a l   e x p e n d i t u r e s   r e p r e s e n t e d  
12.0 per  c e n t   a n d   1 5 . 6   p e r   c e n t  of CDP i n  1979 a n d   1 9 8 0 ,   r e s p e c t i v e l y .  
T o t a l   c u r r e n t   e x p e n d i t u r e s  grew by 14 p e r  c e n t ,  w i t h   t h r e e   f i f t h s  of t h i s  
e x p a n s i o n   a t t r i b u t a b l e  t o  increases  i n  t h e  Government's vage b i l l .  

As a r e s u l t  of t h e   c o n t i n u e d   r a p i d   g r o w t h   i n   e x p e n d i t u r e ,   t h e   o v e r a l l  
g o v e r n m e n t   d e f i c i t   i n c r e a s e d  by some 60 p e r   c e n t  t o  FMC; 1 2 6 . 8   b i l l i o n .  
Net f o r e i g n   f i n a n c i n g   a l s o  grew, b u t   t h e   b u l k  of t h e  d e f i c i t  was f i n a n c e d  
by r e c o u r s e  t o  t h e  b a n k i n g   s y s t e m .  Bank f i n a n c i n g  of  t h e   d e f i c i t   a l m o s t  
d o u b l e d  t o  FMG 78.2 b i l l i o n   i n   1 9 8 0 ,  when i t  a c c o u n t e d   f o r  over 7 0  p e r  
c e n t   o f   t h e   i n c r e a s e   i n   d o m e s t i c   c r e d i t .  

2 .  D e v e l o p m e n t s   i n  1981 

Governmen t   f i nances   showed  a modest   improvement  i n  19e1, a l t h o u g h  
t h e r e  were s u b s t a n t i a l   s h o r t f a l l s  from t h e   t a r g e t s   o f   t h e   r e v i s e d  1981 
b u d g e t ,   w i t h   r e g a r d   t o   b o t h   r e v e n u e s   a n d   e x p e n d i t u r e s .   P r o v i s i o n a l   f i s c a l  
d a t a  for  1981 shov t h a t   t h e   g r o w t h   o f   c u r r e n t   r e v e n u e  w a s  l imited t o  l ess  
t h a n  4 p e r   c e n t  a s  c o m p a r e d   t o  a p r o j e c t e d   g r o w t h  of 22 p e r   c e n t .   T h e  
f a l l  i n  t h e  l e v e l  o f   e c o n o m i c   a c t i v i t y   a n d   t h e   r e d u c t i o n   i n   M a d a g a s c a r ' s  
i n t e r n a t i o n a l   t r a d e   a c c o u n t e d   f o r   m o s t  of t h e   r e v e n u e   s h o r t f a l l .  A t  t h e  
same t ime,  c u r r e n t   b u d g e t a r y   e x p e n d i t u r e s   f e l l  t o  FMG 112.2 b i l l i o n ,  
s l i g h t l y   b e l o v   t h e   a u t h o r i t i e s '   r e v i s e d   b u d g e t a r y   p r o j e c t i o n s .  As com- 
p a r e d   t o   t h e   p r e v i o u s   y e a r ,   e x p e n d i t u r e s   o n  s a l a r i e s  a n d   w a g e s   a n d   o n  
i n t e r e s t  o n  p u b l i c   d e b t  were l a r g e r ,   w h i l e   o t h e r   c u r r e n t   o u t l a y s  were 
s u b s t a n t i a l l y   r e d u c e d .   S a l a r y   e x p e n d i t u r e s ,   h o w e v e r ,  were s t i l l  a l m o s t  
10 p e r   c e n t  lower t h a n   a n t i c i p a t e d ,   p a r t l y   d u e   t o   t h e   d e c i s i o n  tc, limit 
rec ru i tmen t   du r ing   Augus t -December  t o  s t u d e n t s   g r a d u a t i n g  from Government 
p r o f e s s i o n a l   s c h o o l s .  

B u d g e t a r y   c a p i t a l   e x p e n d i t u r e s   a l t h o u g h   d e c l i n i n g  a s  compared   t o  
1980,  were s t i l l  some 54 p e r   c e n t   h i g h e r   t h a n   i n   t h e   a u t h o r i t i e s '   r e v i s e d  
b u d g e t a r v   p r o j e c t i o n s .  4 l a r g e   p r o p o r t i o n  of t h e   h i g h e r   o u t l a y s   t o o k  
p l a c e   i n   t h e  l a s t  q u a r t e r  of t h e   y e a r ,  t o  accommodate   h igher - than-budgeted  
commitments of t h e  ministries, i n   p a r t i c u l a r  those of R u r a l   D e v e l o p m e n t ,  
P u b l i c  Works, a n d   D e f e n s e .   I n   a d d i t i o n ,   p r o J e c t   i m p l e m e n t a t i o n   u n d e r   t h e  
r e s e r v e d   f u n d s  w a s  more t h a n   c h r e e  times l a r g e r   t h a n  f o r e c a s t .  
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T h e   r e c e i p t s  of t h e  FNUP d e c l i n e d   s l i g h t l y ,   r e p r e s e n t i n g  a s u b s t a n -  
t i a l  d e v i a t i o n  from t h e   a u t h o r i t i e s '  targe t .  Most of t h e   s h o r t f a l l  was 
due  t o  t h e   u n e x p e c t e d   d e t e r i o r a t i o n   i n   e x p o r t   e a r n i n g s   f r o m   c o f f e e .   I n  
a d d i t i o n ,   t h e  new c o l l e c t i o n   s y s t e m  of  FNUP r e c e i p t s ,   w h e r e b y   t r a n s f e r s  
t o   t h e  FNUP were p o s t p o n e d   u n t i l   t h e  moment  when t h e   c o u n t e r p a r t  of e x p o r t  
rece ip ts  i n  national c u r r e n c y  was a v a i l a b l e  t o  e x p o r t e r s - - i n s t e a d   o f ,  a s  
p r e v i o u s l y  e s t a b l i s h e d ,  a t  t h e  moment o f   t h e   e m b a r k a t i o n  of t h e  corn- 
m o d i t l e s - - c o n t r i b u t e d  t o  t h e   s h o r t f a l l .  On t h e   o t h e r   h a n d ,  FNUP expend i -  
t u r e s ,   a l t h o u g h   d e c l i n i n g   s u b s t a n t i a l l y  t o  FMG 18.0 b i l l i o n ,  s t i l l  r ema ined  
a b o v e   t h e   a u t h o r i t i e s '   f o r e c a s t s .  Rice s u b s i d i e s  were k e p t  well below 
t a r g e t ,   b u t   u n a n t i c i p a t e d   p a y m e n t s  of s u b s i d y  a r r ea r s  r e l a t e d  t o  meat and  
c h r o m e   e x p o r t s   a m o u n t e d  t o  FMG 3 . 3  billion. C a p i t a l   e x p e n d i t u r e s   u n d e r  
t h e  FNUP of FMC 7 . 0  b i l l i o n  uere r e l a t ed  m o s t l y  t o  t h e   G o v e r n m e n t ' s  
t r a n s f e r s   t o   r u r a l   d e v e l o p m e n t   a g e n c i e s   a t   t h e   e n d  of t h e  year t o  r e d r e s s  
t h e i r  financial situation, a s  r e q u i r e d  by f o r e i g n   l e n d e r s .  

C e n t r a l   b a n k   e x p e n d i t u r e s   i n   c o n n e c t i o n   w i t h   i m p o r t e d  r i c e  rose t o  
FYC 5.0 b i l l i o n ,   l a r g e l y   d u e  t o  an i n c r e a s e d   v o l u m e   o f   i m p o r t s   t o   s u p p l e -  
m e n t   t h e   u n a n t i c i p a t e d  low domestic p r o d u c t i o n .  I n  a d d i t i o n ,   r e p a y m e n t s  
by m a r k e t i n g   e n t e r p r l s e s ,   r e l a t e d  t o  p r o c e e d s  from t h e  s a l e  of r i c e  I n  
b o t h  1981 a n d   p r e v i o u s   y e a r s ,   r e m a i n e d   b e l o w   p r o J e c t   i o n s .   T h e   d e f  l c i t  on 
s p e c i a l   T r e a s u r y   a c c o u n t s ,  a t  FMG 2 2 . 6  b i l l i o n ,  was much lower t h a n  
e x p e c t e d ,  a s  a r e s u l t  of a s l o w e r - t h a n - a n t i c i p a t e d  r a t e  of i m p l e m e n t a t i o n  
of p t o J e c t s  f i n a n c e d  f rom a b r o a d ,   t h r o u g h   o n - l e n d i n g  t o  s t a t e  e n t e r p r i s e s .  
D e f e r r e d   p a y m e n t s  of FYG 1 4 . 6  b i l l i o n  were much l a r g e r   t h a n   e x p e c t e d .  

The o v e r a l l   d e f i c i t  of FMG 1 1 5 . 3   b i l l i o n ,   w h i l e   a n   i m p r o v e m e n t   o v e r  
1980, was a l m o s t  t w o  t h i r d s   a b o v e   t h e   a u t h o r i t i e s '   r e v i s e d   p r o J e c t i o n s .  
A l t h o u g h   f o r e i g n  financing i n c r e a s e d  by more t h a n   1 6  per c e n t ,   p a r t l y   a s  
a r e s u l t  of s u b s t a n t i a l   b i l a t e r a l   a s s i s t a n c e   r e c e i v e d   t o w a r d  the end of 
t h e   y e a r ,  more t h a n   h a l f  of t h e   d e f i c i t  was f i n a n c e d   b y   r e c o u r s e  t o  t h e  
d o m e s t i c   b a n k i n g   s y s t e m .   N o n b a n k   f i n a n c i n g   i n c r e a s e d  only marginally, 
and c r e d i t  t o  t h e   G o v e r n m e n t   r e p r e s e n t e d   o v e r  80 per c e n t  of t h e   t o t a l  
i n c r e a s e   i n   d o m e s t  i c  c r e d  1 t . 
3 .  The 1982 fiscal y e a r  - 

In 1982 t h e   M a l a g a s y   G o v e r n m e n t   I n t e n d s  t o  u n d e r t a k e  a rnaJor e f f o r t  
t o   l e s s e n   f i s c a l   i m b a l a n c e s ,   w i t h  t b l e  alrn of r e d u c l n g   t h e  overall d e f l c l t  
a s  a p e r c e n t a g e  of CDP t o  9 . 4  per  c e n t .   C o n s e q u e n t l y ,   t h e   1 9 8 2   b u d g e t  
approved i n  December 1981 Flas b e e n   r e v l s e d  t 9  i n c o r p o r a t e   n e w   r e v e n u e  and 
e x n e n d i t u r e   r e d u c t i o n   m e a s u r e s .   A f t e r  a c l J u s t l n g  t h e  new b u d g e t a r y  estl- 
mates t o  make t h e m   c o m p a r a b l e   w i t h   t h e   p r e s e n t a t i o n  of  o v e r a l l  o p e r a t  Loris 

of t h e   G o v e r n m e n t ,   t o t a l   r e c e i p t s  are p t o l e c t e d  t o  I n c r e a s e  by n e a r l y  
32 per c e n t ,   w h i l e  growth of e x p e n d i t u r e s  will be  l i m l t e d  t o  l ess  t h a n  
10 per  c e n t .  As a p r o p o r t   i o n  of G D P ,  r e v e n u e   a n d   e x p e n d i t u r e  a r e  e x p e c t e d  
t o  d e c l l n e  t o  1 4 . 7  per c e n t   a n d   2 4 . 1  per c e n t ,   r e s p e c t i v e l y .  
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C u r r e n t   b u d g e t a r y   r e v e n u e  is a n t i c i p a t e d   t o   i n c r e a s e  by  some 22 p e r  
c e n t ,   l a r g e l y   d u e  t o  t h e   i m p a c t  of t h e   r e c e n t   d e v a l u a t i o n   a n d   t h e   a d o p -  
t i o n  of new t a x  m e a s u r e s ,   i n c l u d i n g  a n  Increase I n  t h e  r a t e  of t h e   v a l u e  
added  t a x  from 10 t o  1 5  p e r   c e n t .   C u r r e n t   b l J d g e t a r y   e x p e n d i t u r e  w i l l  
i n c r e a s e   b y   1 9 . 5  per cen t .   The   Governmen t  ?as d e c i d e d  t o  h o l d   s a l a r y  
o u t l a y s   t o  a maximum o f  FMC 7 7 . 4  b i l l i o n ,  by l i m i t i n g  new r e c r u i t m e n t  
t o  4 p e r   c e n t  of t h e  1981 p e r s o n n e l .  To a c h i e v e   t h i s ,  the  r e v i s e d  1982 
b u d g e t   e l i m i n a t e d  6,000 p o s i t i o n s  as compared t o   t h e  number  opened i n  
t h e   o r i g i n a l   b u d g e t .   S a l a r y   i n c r e a s e s  w i l l  be l i m i t e d   t o  4 . 5  p e r   c e n t ,  
a l t h o u g h   t h e   i n c r e a s e   i n   t h e   o f f i c i a l   p r i c e   i n d e x  i s  e x p e c t e d   t o   r e a c h  
some 5 0  p e r  c e n t  i n  1982. 

B u d g e t a r y   c a p i t a l   e x p e n d i t u r e s  a r e  p r o j e c t e d  t o  i n c r e a s e  by 14 p e r  
c e n t  t o  FMG 70.8 b i l l i o n .   T h i s   i n c l u d e s '   c o s t   i n c r e a s e s   a t t r i b u t e d  t o  
t h e   d e v a l u a t i o n  of t h e   M a l a g a s y   f r a n c ;   e x p e n d i t u r e s   u n d e r   t h e  reserved 
f u n d s   e s t i m a t e d  a t  FMG 15.0 b i l l i o n ,   a n d   a n   o p t i o n a l   t r a n c h e  of 
FMG 11.3 b i l l i o n   i n s t i t u t e d   u n d e r   t h e   r e v i s e d   b u d g e t   a n d   c o n s i s t i n g  of 
p r o J e c t s   t o   b e   i m p l e m e n t e d   o n l y   i f   a d d i t i o n a l   f o r e i g n   f i n a n c i n g   b e c o m e s  
a v a i l a b l e .   F o r e i g n   f i n a n c i n g   o f   b u d g e t a r y   c a p i t a l   e x p e n d i t u r e  will 
r e p r e s e n t   o v e r  60 per c e n t  of t h e   t o t a l ,  a s  compared  t o  some 40 per c e n t  
i n  1981. 

FNUP r e c e i p t s  a re  p r o j e c t e d  t o  grow by 7 5  p e r   c e n t .   B e c a u s e  e x p o r t s  
i n  t h e   s e c o n d   h a l f  of t h e   y e a r  w i l l  b e   e n t   i r e l y  from s tocks  or p~ oduc t  s 
a l r e a d y  a t  t h e  p r o c e s s i n g   s t a g e ,   t h i s   i n c r e a s e   i n c l u d e s   t h e   w l n d f a l l  
I m p a c t   o f   t h e   d e v a l u a t i o n  on t h e   s u r p l u s   f r o m   e x p o r t s   o f   c o f f e e ,   v a n i l l a ,  
a n d   c l o v e s   e s t i m a t e d  a t  FMG 4.0 b i l l i o n .   I n   a d d i t i o n ,  a nev s y s t e m  of 
automatic w i t h h o l d i q g   o f  FNUP r e c e i p t s   b e f o r e   t h e   p a y m e n t  of t h e   c o u n t e r -  
p a r t  of e x p o r t   r e c e i p t s   h a s   b e e n   e s t a b l i s h e d   t o   s p e e d   u p   t r a n s f e r s   f r o m  
e x p o r t e r s  t o  t h e   G o v e r n m e n t .  FNUP e x p e n d i t u r e s  are  e x p e c t e d   t o   d r o p  by 
more t h a n  6 0  per c e n t ,  w i t  n o  e x t r a   b u d g e t a r y   i n v e s t m e n t   o u t l a y s   b e i n g  
c h a r g e d   t o  the a c c o u n t .   S u b s i d i e s  w i l l  b e   r e d u c e d   t o  FMC 3.7 b i l l i o n ,  of  
which  FMG 1 . 5  b i l l i o n   r e p r e s e n t s   s u b s € d i e s  t o  local rice, i n   r e s p e c t  of 
p a s t   o p e r a t i o n s   o n l y .  As a c o n s e q u e a c e  of t h e  new p r i c e   p o l i c y ,   s u b s i -  
dies on b o t h   l o c a l   a n d   i m p o r t e d  r i c e  h a v e   b e e p   e l i m i n a t e d .  I n  a d d i t i o n ,  
d e l a y e d   p a y m e n t s  of s u b s i d i e s  i n  c o n n e c t i o n   w i t h  1981 meat e x p o r t s  a r e  
e x p e c t e d   t o   a m o u n t   t o  FHG 1.8 b i l l i o n ,   a n d   p a y m e n t s   o f  FMG 0.4 b i l l i o n  
a r e  a n t   i c i p a t e d   b e c a u s e  of l o s s e s  on  c o f f e e   o p e r a t  ions t ow,a rd   t he   end  of 
1981. 

A small  s u r p l u s  Is  p r o J e c t e d  f o r  c e n t r a l  b a n k   o p e r a t i o n s  in conner -  
t i o n   w i t h   i m p o r t e d  r i ce  i n  1982, l a r g e l y   d u e   t o  proceeds from t h e  s a l e  
of l u x u r y  r l c e  a t  a price of FMG 300 p e r  k i l o  and t o   a n  increase i n  
r e c e i p t s   d e r i v e d  f r o m  r e p a y m e n t s  of arrears by marketing  firms, which 
w i l l  arnouqt t o  FMG 1 1 . 2  b i l l i o n .  The d e f i c i t  on t h e   s p e c i a l  Treasury 
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a c c o u n t s  i s  p r o j e c t e d  t o  r i s e  t o  FMG 30.0 b i l l i o n ,  w i t h  government  
l e n d i n g   t o   a n d  c a p i t a l  p a r t i c i p a t i o n   i n  public e n t e r p r i s e s   r e a c h i n g  
FMC 9.0 b i l l i o n  ( u p  f rom FMG 6.1 b i l l i o n   i n   1 9 8 1 )   d u e   t o  a h i g h  l eve l  
of c a p i t a l   s u b s c r i p t i o n   r e l a t e d  t o  a number of new i n d u s t r i a l   u n i t s .  
On- lending  w i l l  amount t o  FMG 2 9 . 0  b i l l i o n ,  of which  FMG 20.3 b i l l i o n  
will be s h a r e d   e q u a l l y   b e t w e e n   a g r i c u l t u r a l   a n d   I n d u s t r i a l   p r o j e c t s  
( A p p e n d i x   T a b l e  X I ) .  D e f e r r e d   p a y m e n t s   a r e   e s t i m a t e d  a t  FMG 16.8 bil- 
l i o n   a n d   i n c l u d e  FYG 8.0 b l l l l o n  of  i n t e r n a l  arrears t h e   a u t h o r l t i e s  
h a v e   u n d e r t a k e n  t o  p a y   i n  1982 u n d e r   t h e   r e v i s e d   b u d g e t ,   w i t h   p r i o r i t y  
b e i n g   g i v e n  t o  d e b t s   t o w a r d   p u b l i c   e n t e r p r i s e s .   G r a n t s  and commodity 
a i d ,  w h i c h   a c q u i r e d  some i m p o r t a n c e  as compared  t o  p r e v i o u s   y e a r s   f o l l o w -  
ing t h e   n a t u r a l   d i s a s t e r s   a f f e c t i n g   M a d a g a s c a r   i n   e a r l y  1982, a r e  
e x p e c t e d  t o  c o n t r i b u t e  FMG 3 . 3  billion on  a n e t   b a s i s  t o  government  
r e c e i p t s .  

The  overall d e f i c i t  i s  p r o J e c t e d  tc d e c r e a s e  by 13 p e r   c e n t  t o  
FMG 100.3 b i l l i o n .   w i t h  f o r e i g n  f i n a n c i n g  of FMG 60.4 b i l l i o n .   T h e  
z n t r o d u c t i o n  of a s p e c i a l   n a t i o n  w i d e  gove rnmen t  loan w i t h   i n t e r e s t  
rates between 15  p e r  c e z t  and 18 per c e n t ,   t o g e t h e r   w i t h  normal Treasury 
bond I s s u e s ,  is e x p e c t e d  t o  r a i s e  FMG 4 . 9  b i l l i o n .  Bank f i n a n c i n g  of t h e  
d e f i c l t  w i l l  be redaced by a l m o s t  40 p e r   c e n t   t o  FMG 3 5  b i l l i o n .  

4 .  B u d g e t a r y   r e v e n u e s  

T h e   s t r u c t u r e  of g o v e r n m e n t   r e v e n u e ,  a s  d e f i n e d   i n   T a b l e  11, i s  
d o n l n a t e d  by i n d i r e c t   t a x e s ,   p a r t i c u l a r l y   t a x e s  0-1 i n t e r n a t i o n a l   t r a d e  
and t a x e s  on g o o d s   a n d   s e r v i c e s .   D u r i n g   t h e   p e r i o d  1979-81, h o w e v e r ,   t h e  
c o n t r i b u t i o n   o f  d i r e c t  taxes  t o  t o t a l  r e v e n u e  rose s t e a d i l y  from a r o u n d  
16 p e r  c e n t  t o  2 2  p e r  c e n t ,  d u e  t o  a s u s t a i n e d   e f f o r t  t o  e n f o r c e  tax laws 
and t o  c o l l e c t  d l r e c t  t a x  a r r e a r s .  

T h e   c o n t r i b u t i o n  of t a x e s  on g o o d s  a n d   s e r v i c e s  to t o t a l  r e v e n u e  
f l u c t u a t e d  wlth the level  of e c o n o m i c   a c t i v i t y   d u r i n g  the p e r i o d  1979-80. 
I n  1991 ,  h o w e v e r ,  taxes o n  g o o d s  and s e r v i c e s ,  d e s p i t e   c o n t r i b u t i n g  a 
r e c o r d  40 p e r   c e n t   o f  t o t a l  r e v e n u e ,   s h o w e d   o n l v  a modest r i se  of 8 p e r  
c e n t  as c o m p a r e d   t o  a nominal i n c r e a s e   i n  GDP of 1 4   p e r  cent. The 
r e c e i p t s  f rom t h e   v a l u e - a d d e d   t a x  f e l l  b y   o v e r  15  p e r  c e n t ,   r e f l e c t i n g  
a n  i n c r e a s e  1r t r a n s a c t l o n s   w i t h   e x e m p t e d  goods and t h e  o f f i c i a l  p r i c e  
c o n t r o l s  on a wide  r a n g e  of g o o d s .   T h e   e f f e c t s  ef t h e   d e c l l n e  I n  economic 
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T a b l e  11, Madagasca r :   Budge ta ry   Revenue ,  1979-82 - 1/ 

(In billions of Halagaey francs) 

P r o v i s i o n a l  Estimate 
1 9 7  9 19 80 1 9 8  1 1982 

Direct t a x e s  15.4 19 .9  23.5 2 4 . 2  
I n c o m e   t a x  on salaries 7 . 1  0.1 8.4 7 .8  
O t h e r ,   i n c l u d i n g  arrears 0 . 3  11.8 15 .1   16 .4  

Taxes on goods and s e r v i c e s  34.2 39.4  4 2 . 7  59 .5  
Value   added  t a x  17.6  20 .2  1 7 . 1  23 .4  
T u r n o v e r  t a x  9- 1.9 2 . 1  
Consumpt ion  tax  11.0 1 2 . 5  11.8 13 .5  
T a x e s   o n   p e t r o l e u m   p r o d u c t s  " " 1.2  4 .7  
P r o f i t s  of f i s c a l  monopolies 5.6 6.7  10.7  15 .8  

" 

Taxes on i n t e r n a t i o n a l   t r a d e  37.8 39.7 32.2 36.7 
I m p o r t   d u t i e s  and t a x e s  28.3 30.6 21.5 22 .9  
Export d u t f e s   a n d  taxes 8.9 8 .4  10.1 1 3 . 1  
O t l  r 0 . 6  0 . 7  0 . 6  0.7  

O t h e r  taxes  3 . 4  3.7 4.3 4 . 1  

T o t a l  tax  r e v e n u e  90.8 102.7  102.7  124.5 

Nontax r e v e n u e  4.8 3.2 4 .1   3 .1  

T o t a l   r e v e n u e  95.6  105.9 106 -8 127 .6  

Addendum: 

Total r e v e n u e  as 'per cent 

T o t a l  tax  revenue as per 

D i r e c t  t axes  as per cent 

Taxes  on g o o d s   a n d   s e r v i c e s  

Import d u t i e s   a n d  taxes as 

Export d u t i e s  and taxes as per 

of GDP 16 .1   15 .4   13 .6   11 .9  

cen t  of CDP 15.3 1 4 . 9  13.1 11.6 

of GDP 2.6 2 . 9  3.0 2.3 

as per cent of GDP 5.7  5 . 7  5.4 5.6 

per cent  of lmporte, c - I . € .  1 5 . 8  14.9 12.1 9 . e  

c e n t  of e x p o r t s   f . 0 . b .   1 0 . 1   9 . 1  11.1 11.0 

Sources: Data p r o v i d e d  by t h e   M a l a g a s y   a u t h o r i t i e s ;   a n d   s t a f f  

1/ Revenues  i n  t h i s   t a b l e  are shovn on t h e  basis of a s s e s s m e n t s   a n d  
e e t i m a t e e .  

diyfer from a c t u a l  cash r e c e i p t s .  
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a c t i v i t y   d u r i n g  1981 on taxee o n   g o o d 8   a n d  eervicea vere o n l y   p a r t i a l l y  
a t t e n u a t e d  by a 6 0  per c e n t   l n c r e a m e  in t h e   p r o f i t s  of the f i s c a l  
m o n o p o l l e a   a n d   t h e   a d d i t i o n a l  receipts  from newly c r e a t e d  taxes. I n  
a d d i t i o n  t o  t h e   i n c r e a s e   i n   t h e   p r i c e s   c h a r g e d  by t h e  f i e c a l  m o n o p o l i e s  
f o r  f l o u r  ( 8 7 . 5  p a r   c e n t )   a n d   t o b a c c o   ( 1 6 . 5   p e r   c e n t ) ,  a t u r n o v e r   t a x  of 
1 per cent and  large specif ic  c o n s u m p t i o n  taxes  o n   p e t r o l e u m   p r o d u c t s  
were a d o p t e d   i n  1981. 

T h e   r e l a t i v e   s h a r e  of t a x e s   o n   i n t e r n a t i o n a l   t r a d e   i n   t o t a l   r e v e n u e  
d e c l i n e d   t h r o u g h o u t   t h e   p e r i o d ,  from almost 40 p e r  c e n t  i n   1 9 7 9  to 
30 per c e n t   i n   1 9 8 1 .   I m p o r t   t a x e s   a c c o u n t e d  for a b o u t  30 p e r   c e n t  of 
t o t a l   r e v e n u e  i n  1 9 7 9   b u t   f e l l  t o  a r o u n d  2 0  p e r  cent of t o t a l   r e v e n u e  by 
1 9 8 1 ,   d u e   t o   t h e   i n c r e a s i n g   p r o p o r t i o n  of e x e m p t   a n d   l i g h t l y   t a x e d   g o o d s  
in t o t a l   i m p o r t s   a n d  a s i g n i f i c a n t   r e d u c t i o n   i n   I m p o r t  volumes i n   1 9 8 1 .  
The r a t i o  of i m p o r t  taxes  t o   t o t a l   i m p o r t s   f e l l   s t e a d i l y   f r o m  15.8 p e r  
c e n t   I n  1979 t o  12.1 p e r   c e n t   i n   1 9 8 1 .   T h i s   d e c l i n e   o c c u r r e d   d e s p i t e  
e u b s t d n t i a l   t a r i f f   i n c r e a s e s   o n  a b r o a d   r a n g e  of i n v e s t m e n t  and i n t e r -  
m e d i a t e   p r o d u c t s   d u r f r . g  1981. 

T h e   t o t a l   r e v e n u e  tn GDP r a t i o  has d e c l i n e d   s t e a d i l y   f r o m  16.1 t o  
1 3 . 6   p e r   c e n t   d u r i n g   t h e   p e r i o d   u n d e r   r e v i e w ,   d e s p i t e   t h e   s t r e n g t h e n i n g  
of t h e  t ax  s y s t e m .   T h e   d e c l i n e  was d u e   e n t i r e l y   t o  a f a l l   i n   t h e  sha re  
of i n d i r e c t  t a x e s ,  s i n c e   d i r e c t  taxes  a s  a p r o p o r t i o n  of CDP h a v e  i n -  
creased s t e a d i l y ,  t o  r e a c h  3 p e r   c e n t  by 1 9 8 1 ,  a s  a r e s u l t  of a n   i n c r e a s e  
i n  t h e  t ax  o n   p r o f i t s  of c o m m e r c i a l   e n t e r p r i s e s  from 36 t o  45 p e r  cent 
and g r e a t e r  e f f o r t s  t o   c o l l e c t  t ax  a r r e a r s .  T a x e s  on g o o d s   a n d  services  
as  a p r o p o r t i o n  of CDP d e c l i n e d   i n  1981, d e s p i t e   t h e   i n t r o d u c t i o n ,  I n  
May of t h a t  year ,  of the m a j o r  new s p e c i f i c  taxes  o n   p e t r o l e u m   p r o d u c t s .  

T h e   s t r u c t u r e  of g o v e r n m e n t   r e v e n u e  in 1982 is e x p e c t e d  to r e f l e c t  
t h e   a d o p t i o n   o f  new t a x   m e a s u r e s .   I n d i r e c t  taxes  are p r o j e c t e d   t o   c o n -  
t r i b u t e  almost 79 p e r   c e n t  of t o t a l   r e v e n u e s ,  a s  c o m p a r e d   t o   s l i g h t l y  
o v e r  74 p e r   c e n t   i n   1 9 8 1 .   N o t w i t h s t a n d i n g   c o n t i n u e d   e f f o r t s  t o  c o l l e c t  
arrears ,  t h e   c o n t r i b u t i o n  of d i r e c t   t a x e s   t o  t o t a l  r e v e n u e  is e x p e c t e d  
t o  f a l l   t o  19 p e r   c e n t ,   f o l l o w i n g  changes i n  the income t a x  o n   i n d i v i d -  
u a l s   m e a n t  t o  r e d u c e   t h e  t a x  b u r d e n  end t o  make t h e   s y e t e m  more e q u i -  
t a b l e .  T h e   r e l a t i v e   s h a r e  of taxes o n   g o o d s  and services w i l l  r ise to 
almost 47 p e r   c e n t  of t o t a l   r e v e n u e ,   r e f l e c t i n g  t h e  a n t i c i p a t e d  r e s u l t s  
of the  f o l l o v i n g  new m e a s u r e s :  ( a )  i n c r e a s e   i n   t h e  r a t e  of the  v a l u e -  
a d d e d  t a x  from 10 t o  15 per c e n t .  The a d d i t i o n a l   r e c e i p t s   d e r i v e d  
from t h i s  a d j u s t m e n t  are e s t i m a t e d  a t  FHG 9.4 b i l l i o n   a n d  w i l l  be d i v i d e d  
e q u a l l y   b e t w e e n   t h e   C e n t r a l   a n d  l oca l  g o v e r n m e n t s ;  ( b )  t a x a t i o n  o f  a 
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v a r i e t y  of p r o d u c t s   p r e v i o u s l y   e x e m p t e d   u n d e r   t h e   c o n s u m p t i o n  t a x ,  i n -  
c l u d i n g  a n e v  10 p e r   c e n t  tax on p h a r m a c e u t i c a l   p r o d u c t s ,   a n d  i n c r e a s e s  
i n  t h e  ra tes  a p p l i c a b l e  t o  s e l e c t e d   c o n s u m p t i o n   a n d   i n t e r m e d i a t e  g o o d s ;  
( c )   i n c r e a s e s  i n  prices  c h a r g e d   b y   t h e   f i s c a l   m o n o p o l y  for a l c o h o l ,  
t o b a c c o ,   m a t c h e s ,   a n d   f l o u r ;   t h e  p r i c e  of the l a t t e r  h a s   b e e n   d o u b l e d  
t o  FMC 300 p e r  k i l o .  The a d d i t i o n a l   p r o f i t s   r e s u l t i n g  from t h e s e   p r i c e  
a d j u s t m e n t s  a re  e s t i m a t e d  a t  FMG 4.0 b i l l i o n ;  and ( d )  i n c r e a s e s   i n   t h e  
p r i c e s  of p e t r o l e u m   p r o d u c t s   b y  a n  a v e r a g e  of 18 per c e n t  t o  m a i n t a i n  
t h e   l e v e l  of t a x a t i o n   i n t r o d u c e d  in 1 9 8 1 .   I n   a d d i t i o n ,  a r rears  of 
FMG 3.0 b i l l i o n  o n   p e t r o l e u m  taxes  are e x p e c t e d  t o  be c o l l e c t e d  i n  1982.  
The r e l a t i v e   s h a r e  of t axes  o n   I n t e r n a t i o n a l   t r a d e  is expected t o  d e c r e a s e  
f u r t h e r  by less  t h a n  29 p e r  c e n t ,  w i t h  i m p o r t  t axes  r e p r e s e n t i n g  less t h a n  
18 p e r  c e n t .  The c o n t r i b u t i o n   o f   e x p o r t   d u t i e s  to t o t a l  r e v e n u e ,   h o w e v e r ,  
w i l l  r i s e  t o  over 10 p e r  c e n t ,  r e f l e c t i n g   a n t i c i p a t e d  increases  i n   e x p o r t  
e a r n i n g s  from c o f f e e ,   v a n i l l a ,   a n d   c l o v e s .  

T o t a l   r e v e n u e  and t a x  r e v e n u e  t o  GDP ratios a re  e x p e c t e d   t o   c o n -  
t i n u e   t h e i r   d o w n w a r d   t r e n d ,   a n d   t h e   r a t i o   o f   d i r e c t  t axes  t o  GDP is 
also e x p e c t e d  t o  d e c l i n e ,   r e v e r s i n g   t h e   t r e n d   s h o w n   i n   p r e v i o u s   y e a r s .  
T a x e s  on g o o d s   a n d   s e r v i c e s  a s  a p e r   c e n t  of GDP s h o u l d   i n c r e a s e  
m o d e r a t e l y  from 1981, a s  a r e s u l t  of t h e  new d i s c r e t i o n a r y   t a x   m e a s u r e s .  
T h e   r a t i o  ,>f I m p o r t   t a x e s   t o  t o t a l  imports fs e x p e c t e d  t o  c o n t i n u e   t o  
f a l l ,  r e f l e c t i n g  a f u r t h e r   i n c r e a s e   i n   t h e   p r o p o r t i o n  of exempt and 
l i g h t l y   t a x e d   g o o d s   i n   t h e  1982 impor t   p rog ram.  

5 .  G o v e r n m e n t   b u d g e t a r y   e x p e n d i t u r e s  

D u r i n g  the p e r i o d  1979-81 c u r r e n t   e x p e n d i t u r e s   a c c o u n t e d  f o r  an 
a v e r a g e  of 6 3  per  c e n t   o f   t o t a l   b u d g e t a r y   o u t l a y s .  From a n   e c o n o m i c  
c l a s s i f t c a t i o n   p o i n t  of v i e w ,  s a l a r i e s  r e p r e s e n t e d  a g r o w i n g  p o r t i o n  o f  
c u r r e n t   e x p e n d i t u r e ,   r i s i n g   f r o m  52 p e r   c e n t   i n   1 9 7 9  t o  o v e r   6 1   p e r  
c e n t  i n   1 9 8 1   ( A p p e n d i x   T a b l e  I X ) .  S a l a r y   e x p e n d i t u r e s   r o s e  by n e a r l y  
2 0  p e r   c e n t   i n  1980, of  which  some 8 per  c e n t  is e s t i m a t e d   t o   h a v e   b e e n  
d u e   t o   t h e   p u b l i c  sec tor  wage i n c r e a s e s   a d o p t e d   i n   A u g u s t  1979 a n d   t h e  
r e m a i n d e r  d u e   t o   p e r s o n n e l   g r o w t h .   D u r i n g  1981 a n   a v e r a g e  3 . 4  p e r  cent 
c o s t - o f - l i v i n g   a d j u s t m e n t ,   c o m b i n e d  w i t h  a 1 0 . 3   p e r   c e n t   g r o w t h   i n  t h e  
number of p e r s o n n e l   r e s u l t e d   i n  a 1 2 . 6  p e r  c e n t  r i s e  i n  s a l a ry  e x p e n d l -  
t u r e s .  The s h a r e  of i n t e r e s t   p a y m e n t s   i n   c u r r e n t   b u d g e t a r y   e x p e n d i t u r e  
has i n c r e a s e d   s t e a d i l y   f r o m  less t h a n  2 p e r   c e n t   i n  1979 t o   a r o u n d  5 v e r  
c e n t  i n  1 9 8 1 ,   r e f l e c t i n g   t h e   s h i f t   i n   g o v e r n m e n t   p o l i c y   v i s - 2 - v i s  foreign 
b o r r o w i n g ,   t h e  r i s e  i n   i n t e r e s t  r a t e s  a b r o a d ,   a n d   t h e   r e c e n t   e f f o r t s  t o  
m o b i l i z e   d o m e s t i c   n o n b a n k   f i n a n c i n g .   O u t l a y s   o n  mater ia ls  and s u p p l i e s  
r e p r e s e n t e d   a n   a v e r a g e  1 5 . 5  per c e n t  OF c u r r e n t   e x p e n d i t u r e s   t h r o u g h   t h e  
p e r i o d  1979-81, a n d   t h e i r   s h a r e   d e c l i n e d   m o d e r a t e l y   i n  1981 ( T a b l e  12). 
The s h a r e  of o t h e r  t y p e s  of e x p e n d i t u r e s  has d e c l i n e d   s t e a d i l y  from  around 
3 4  per c e n t   i n  1979 t o  some 2 1  p e r  c e n t  in 1981. 
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Tabla 12. M&dapac&r I Currrnt   budptary   Expenditura ,  1979-82 1/ - 

( I n  b l l l l o n o  of H~lagaoy  trancr) 

Provialanal Budprt 2 /  Eatimate 
-79 1980 198 1 19 82 

Functional  claseification 

Publ i c  adminietration 4 0 . 6  47.3 46.9  45.1 a .. 
Economic  eetvices 1 5 . 0   1 2 . 4   8 . 6  10.2 . . a  

Of which: agriculture (8.4) ( 6 . 0 )  (6.4) (5.1) (. * * )  
p u b l i c  works ( 3 . 3 )  ( 2 . 6 )  (1.9) ( 2 . 3 )  ( * . . I  

S o c i a l   e e r v i c e e  3 4 .  1 4 3 . 3  41.3 46.4 I.. 

Of vhich: n a t i o n a l  education (25 .8 )  ( 3 1 . 4 )   ( 3 3 . 1 )   ( 3 3 . 6 )  ( . * - I  
h e a l t h  services (7.1) (10.3) (6 .8 )  (10.3) ( . a * )  

I n t e r e s t  payments 2 . 2  2.1 2 .5  6 . 2   9 . 7  

Other 9 . 9  6 . 6  12 e 1 2 2 . 6  ... 
T o t  a1 101.8 111.7  111.4 130.5 134.1 

Economic c l a s s i f i c a t i o n  

Salaries and wages 50.4 59.5  68.0  77.2 77.4 

Materia ls  and s u p p l i e s  14.4 18.6 17.4 11 .o ... 
Interest   payments  2 . 2  2.1 2 . 5  6.2 9.7 

Other 3 4 . 8  31.5 2 3 . 5  36.1 ... 
Total 101.8 111.7  111.4 1 3 0 . 5  134.1 

Addendum: 

Economic s e r v i c e s  as  per c e n t  

S o c i a l   s e r v i c e s  as per c e n t  of 

Administrative s e r v i c e s  as per 

of total current expenditures  16.7 11.1 7 . 7  7 . 8  * * .  

total current exDendi tures  3 3 . 5  3 8 . 8  37.1 3 5 . 6  ... 
c e n t  of total current  expendi-  
t u r e s   3 9 . 9  42.3 42.1 3 4 . e  ... 
Source-  Data provided by t h e  Malagasy a u t h o r i t i e s .  
1/ Expenditures are shown on t h e  basis of commitments and d i f f e r  from 

- 2 /  As o r i g i n a l l y  approved i n  December 1981. 
payments in t h e  Treasury records .  
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T h e   f u n c t i o n a l   c l a s s i f i c a t i o n  of c u r r e n t  e x p e n d i t u r e s  r e v e a l s  t h a t ,  
w h i l e   a d m i n i r t r a t i v c   a n d  s o c i a l  s e r v i c e 6  saw t h e i r  combined share rise 
from a r o u n d  7 3  p e r   c e n t  i n  1979  t o  a n  a v e r a g e   o f  80 per c e n t   i n  1980-81, 
t h e   r e l a t i v e   s h a r e  of e c o n o m i c   s e r v l c e r  ha6 shown a r h a t p   d o w n w a r d   t r e n d  
over t h e   p e r i o d ;   b y  1981 i t s  a h e r e  wa6 l i t t l e  more t h a n   h a l f   t h a t  of 
1979. 

A c o m p l e t e   f u n c t i o n a l   b r e a k d o w n  of p r o p o s e d   c u r r e n t   c x p e n d i t u r e g  
u n d e r   t h e   r e v i s e d  1982 b u d g e t  is n o t   y e t   a v a i l a b l e .  W i t h  r e s p e c t  t o  
p e r s o n n e l   p o l i c y ,   h o w e v e r ,   r e c r u i t m e n t  w i l l  be l i m i t e a  t o  g r a d u a t c e  
from g o v e r n m e n t   p r o f e s s i o n a l   s c h o o l s -   S a l a r i e s   a n d  wages a r e   e s t i m a t e d  
t o  r e a c h  FMG 7 7 . 4  b i l l i o n ,   e q u i v a l e n t  to 5 7 . 7  per c e n t  of c u r r e n t  
b u d g e t a r y   e x p e n d i t u r e s   ( T a b l e  13) .  

B u d g e t a r y   c a p i t a l   e x p e n d i t u r e s ,   i n c l u d i n g   e x p e n d i t u r e s   u n d e r   t h e  
r e s e r v e d   f u n d s ,   r e p r e s e n t e d  9.5 per c e n t  of CDP i n  1 9 7 9 ;   t h e y  rose t o  
10.8 per c e n t  in 1980 before d e c l i n i n g  t o  7.9 p e r   c e n t  i n  1981. The pro-  
p o r t i o n  of t h e s e   e x p e n d i t u r e s   s u s t a i n e d  by f o r e i g n   f i n a n c i n g   h a e   d e c l i n e d  
s h a r p l y  from a r o u n d  49 p e r   c e n t  i n  1979 t o  a n   a v e r a g e  Qf some 40 per  
c e n t   i n  1980-81 (Table 13 and   Append ix  Table  I X ) .  T h e   s t r u c t u r e   o f  
c a p i t a l   e x p e n d i t u r e s  has a l s o  c h a n g e d ,   w i t h   o u t l a y s  on economic  services  
g r a d u a l l v   r e d u c e d  i n  f a v o r  of i q c t e a s e d   s p e n d i n g   o n   a d m i n i s t r a t i v e   a n d  
s o c i a l  services. The s h a r e  of economic  services d e c r e a s e d  from some 63 
per c e n t   i n  1979 t o  50 per c e n t  i n   1 9 8 1 ,   r e f l e c t i n g  a p a r a l l e l   t r e n d   i n  
c u r r e n t   e x p e n d i t u r e s .  

A l t h o u g h   t h e   o r i g i n a l  1982 b u d g e t   p r o j e c t e d  a s h a r e  of economic  
s e r v i c e s  roughly t h e  same a s  i n  1981, the r e v i s e d   b u d g e t   h a s   a l t e r e d  
d rama t i ca l ly  t h e   c o m p o s i t i o n  of c a p i t a l   e x p e n d i t u r e s ,   r a i s i n g   t h e  
p r o j e c t e d  share of economic  services t o  over  90 p e r   c e n t   o f   t h e  t o t a l  
( e x c l u d i n g   o u r l a y s   f r o m   t h e   r e s e r v e d   f u n d s ) ( A p p e n d i x   T a b l e  X) .  A s i g n i f -  
i c a n t   i m p r o v e m e n t  is a l s o  e x p e c t e d   r e g a r d i n g   t h e   f i n a n c i n g  of gove rnmen t  
i n v e s t m e n t .  While a c c o r d i n g  t o  t h e   o r i g i n a l   b u d g e t   f o r e i g n   l o a n s  would 
f i n a n c e  less h a n   o n e   f o u r t h  a €  c a p i t a l   e x p e n d i t u r e s ,  t h e  c h a n g e s   i n   t h e  
s t r u c t u r e  of t h e  i n v e s t m e n t  program a n d   t h e   i n s t i t u t i o n  of a n   o p t i o n a l  
t r a n c h e  t o  be c o m m i t t e d  only i f  a d d i t i o n a l   c o n c e s s i o n a r y   e x t e r n a l  ass i s tance  
b e c o m e s   a v a i l a b l e  a r e  e x p e c t e d   t o   e n a b l e  t h e  a u t h o r i t i e s  t o  o b t a i n  
fore ign f i n a n c i n g   e q u i v a l e n t  t o  73 p e r  c e n t  of t o t a l   b u d g e t a r y   c a p i t a l  
e x p e n d i t u r e s .  men t h e s e   e s t i m a t e s  a r e  a d j u s t e d   t o   t a k e  i n t o  a c c o u n t  
c a p i t a l   e x p e n d i t u r e s   u n d e r  t h e  r e s e r v e d   f u n d s ,   t h i s  r a t i o  f a l l s  t o  6 1  
p e r   c e n t .  



Table 13. Wadr$rrcrr: Bud~atary  Capitrl Expenditure, 1979-82 1/ 
i 

Revised Estimate 
Prov i s iona l   Budge t  2/3/ budget   3/41 3 / 4 /  

1979  19 80 1981 1982 

( I n  b i l l i o n r  of Malaga ry   f r ancs )  

P u b l i c   a d m i n i s t r a t i o n  10.9 13.4 9.2 11.1 2.3 

Economic s e r v i c e s  32.0 28.0 11.5 21.3  45.0 
Of w h i c h :   a g r i c u l t u r e  (14 .0 )  (13.2) (5.6) ( 7 . 3 )  (18.1) 

p u b l i c  votke (9 .7 )  (11.6) ( 5 . 7 )  (10.5) (17.5) 

S o c i a l   s e r v i c e s  8 . 3  6.7 2.4 8.6  2.5 
O f  wh ich :   na t iona l  

e d u c a t i o n  (6.6) (4.8) (1.3) (4.5)  (1.2) 
hea l th  (0.3) (0.4) (0.3) (3.2) ( 0 . 6 )  

Tot e l  51.2 48.1  23.1  41.0 49.8 

( I n   p e r   c e n t )  

P u b l i c  adminiatrat ion  21.3  27.9  39.8  27.1 4 .6  

Economic s e r v i c e s  62.5 58.2  49.8  51.9 90.4 
Of w h i c h :   a g r i c u l t u r e  (27.3) (27.4)  (24.2) (17.8)  (36 e 4 )  

p u b l i c  works (18.9) (24.1) ( 2 4 . 6 )  ( 2 5 . 6 )  (35.1) 

Social serv ices   16 .2   13 .9  10.4 21.0 5.0 
O f  wh ich :   na t iona l  

e d u c a t i o n  (12.9) (10.0) ( 5 . 6 )  (11.0) ( 2 . 4 )  
h e a l t h  (0.6) ( 0 . 8 )  (1 .3)  (7 .8)  ( 1 . 2 )  

T o t a l  100.0 100.0 100.0 100 . 0 100.0 

2 .5  

( 5 0 . 5 )  
(20.3) 
(19.6) 

2.8 

5 5 - 8  

4.5 

90.5 
(36.4) 
(35 .1 )  

5 .O 

100.0 

Sources :   Data   p rovided  by tF\e M a l a g a s y   a u t h o r i t i e s ;  and Appendix Table X .  

11 Expendi tures  are shown on t h e  basis of commitments and d i f f e r  from a c t u a l  

- 2 1  Ae o r i g i n a l l y   a p p r o v e d  in December 1981. 

4 1  I n c o r p o r a t e s   c h a n g e s   i n   t h e  1982 inves tment   p rogram  and   Inc ludes  t h e  o p t i o n a l  

payments. 
- 

- 3 /  Does n o t   i n c l u d e   r e s e r v e d   f u n d s .  

t r a n c h e .  
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V.  Uoney 8nd  Bankin& 

1. S t r u c t u r e  of t h e   f i n a n c i a l   r y e t e a   a n d   i n r t r u m c n t r  
of c r e d i t   c o n t r o l  

The p r e r e n t   r t r u c t u r e  of Madagaecar ' r   banking  ryr tem was e 8 t a b l i r h c d  
i n   1 9 7 7 ,   v h e n   t h e   e x i s t i n g  commercial banks   and   dcvc lopwnt   banks  ( a l l  of 
which  had  been  nat ional ized i n  1975) vere r e o r g a n i z e d   i n t o   t h r e e  new banks,  
e a c h   s p e c i a l i z i n g   i n  a p a r t i c u l a r   t y p e  of c r e d i t   a c t i v i t y .  The Na t iona l  
Bank for  Rural  Development (BTH) a n d   t h e   N a t i o n a l  Bank for I n d u e t r l a l  
Developmcnt ( B N I )  p r o v i d e   c r e d i t  for agr i cu l tu ra l  a n d   i n d u r t r i a l   p u r p o e e e ,  
r e o p e c t i v e l y ,   w h i l e   c r e d i t  for i n t e r n a l  a n d   e x t e r n a l  ccmmerce i e  provided 
by t h e   N a t i o n a l  Bank of Collamerce (BFV). Apar t   f rom  these  banks a n d   t h e  
C e n t r a l  Bank there is also  a postal checking   eye tern ,   under   the   f inanc ia l  
c o n t r o l  of t h e  Treasu ry ,   and   t he   Hadega rca r   Sav inge  Fund (Caiese   d 'kpa tgne  
de   Madagascar ) ,   which   opera tee   under   the   Minis t ry  of P o e t s  and  Telecommuni- 
cations and i s  conce rned   v i th   t he   p romot ion   o f   ama l l   eav ings .  A Nat iona l  
Investment  Fund (PNI) 1/ vas e s t a b l i s h e d  i n  October  1979 t o   m o b i l i z e  
domest ic   sav ings  for tEe f i n a n c i n g  of long-term  development   projects  
which  vere  beyond the range  of t h e   t r a d i t i o n a l   s h o r t -   a n d  medium-term 
f i n a n c i n g   f u n c t i o n s  of the   commercial   banks.  One of t he   pu rpoees  of 
t h e  FNX l a   t o   t a p   d o m e s t i c   e a v i n g e  much ae   t he   r e sources   o f   t he   Madagasca r  
Savings  Fund a n d   t h e   s o c i a l   s e c u r i t y   s y e t e m ,   b u t   t h e   m a j o r   p a r t  of i t s  
r e s o u r c e s   c o n s i s t s  of t r a n s f e r 8  from G o v e r n m e n t ,   i n c l u d i n g   t h e   a l l o c a t i o n  
of part of t he   p roceeds   o f  some taxes   ( i nc lud ing   one   t h i rd   o f   t he   p ro -  
ceeds  of t h e  one p e r   c e n t   t u r n o v e r  tax ,  TASCAF). However, t h e  FNI has 
no t  yet begun a c t i v e   o p e r a t i o n s   a n d   h a s   n o t   p r o v i d e d   a n y   c r e d i t .  l h r e  
a r e   a l s o  two  s ta te-owned  insurance  companies ,  "NY Havana"  and "ARO." 

The p o l i c y   i n s t r u m e n t s   c u r r e n t l y   a v a i l a b l e   t o   t h e   C e n t r a l  Bank for 
t h e   c o n t r o l  of c r e d i t   a c t i v i t i e s  of t h e  cammercial banke are: g l o b a l  
c r e d i t   c e i l i n g e   f o r   e a c h   b a n k ;   t h e   r e q u i r e m e n t  of p r i o r   a u t h o r i z a t i o n  
f o r  c r e d i t   e x t e n d e d  by b a n k s   t o   a n   e n t e r p r i s e  whose t o t a l   o u t s t a n d i n g  
bank credi t  exceede  FWC 100 m i l l i o n ;   a n d   m o n t h l y   c e i l i n g s  on i n d i v i d u a l  
b a n k ' e   a c c e s s   t o   t h e   C e n t r a l   B a n k ' s   r e d i s c o u n t  window. L n t i l   1 9 8 1   a l l  
e h o r t - t e r m   c r e d i t  was d i v i d e d   i n t o  tvo ca te r ;o r i ea  for the   purpose  of 
e s t a b l i s h i n g  t h e  g l o b a l   c r e d i t   c e i l i n g s :   o v e r d r a f t e ,   i m p o r t   c r e d i t ,  
coneumet   loans,   and  normal   ccmnnercial   credi t  ("Masee A " ) ,  which were 
r e g a r d e d   a s  of l o w e r   p r i o r i t y ;   a n d   c r o p   f i n a n c i n g ,  export c r e d i t ,  and 
c r e d i t   t o   c e r t a i n   e n t e r p r i s e e   i n v o l v e d   i n   i n d u s t r i a l   d e v e l o p m e n t  
("Masee B"), which  were  granted a h i g h e r   p r i o r i t y .  In order t o  promote 
p r o d u c t i o n ,   c e r t a i n   e n t e r p r i e e s   e n g a g e d   i n   t h e   d e v e l o p m e n t  of domest ic  
i n d u s t r y  were moved from the f i r e t   c a t e g o r y  ("Haeee A " )  t o   t h e   s e c o n d  
c a t e g o r y  ("Maeee B"). I n i t i a l l y   c r e d i t   u n d e r  Masse A vas al lowed t o  

- 1/ Fonds   Na t iona l   d ' Inves t i eeemen t .  
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i n c r e a e e   a n n u a l l y   u p   t o  3 p e r   c e n t   c o m p a r e d   t o  7 p e r   c e n t   f o r   c r e d i t  
c l a s s i f i e d   i n   " H a s e e  B . "  However, i n  1973 t h e  limit 3n e x p a n s i o n   f o r  
"Maese 8" was a b o l i s h e d ,   b u t  "Maese A" c o n t i n u e d  t o  be s u b j e c t  t o  ce i l -  
i n g s .   I n   1 9 8 1  t h e  C e n t r a l   B a n k   a b a n d o n e d   t h e   c o n c e p t  of "Hasee  A" and  
"Yasee 8 , "  a n d   t h e  s t ruc tu re  of t h e   g l o b a l   c r e d i t   c e i l i n g s  was a l t e r e d .  
S e p a r a t e  limits were e s t a b l i s h e d  for t h r e e  t ypes  of c r e d i t :   i m p o r t  
c r e d i t   a n d   o v e r d r a f t s ;   c o c s u m e r   l o a n s   a n d   n o r m a l   c o m m e r c i a l   c r e d i t ;   a n d  
advance6  t o  c o n t r a c t o r s   i n   c o n n e c t i o n   w i t h   g o v e r n m e n t   p r o j e c t s .  Crop 
f i n a n c i n g   a n d   e x p o r t  c r ed i t  r e m a i n   f r e e  from a n y   c e i l i n g s .   T h e   c e i l i n g s  
a r e   e s t a b l i s h e d   f o r   e a c h   b a n k   o n  a q u a r t e r l y ,   c u m u l a t i v e  basis. P e n a l t i e s  
for e x c e e d i n g   t h e   c e i l i n g s   c o n s i s t   o f  a w a r n i n g  for t h e   f i r s t   i n f r a c t i o n ;  
a r e d u c t i o n  i n  access t o  t h e   c e n t r a l   b a n k   r e d i s c o u n t   w i n d o v  or t h e   r e q u i r e -  
m e n t  t o  make n o n i n t e r e s t - b e a r i n g   s p e c i a l   d e p o s i t s  a t  t h e   C e n t r a l  Bank 
e q u i v a l e n t  t o  SO p e r   c e n t   o f   t h e   e x c e s s   c r e d i t  for  t h e  s e c o n d   i n f r a c -  
t i o n ;   a n d  for a n y   f u r t h e r   b r e a k i n g   o f   t h e   c e i l i n g s   t h e   b a n k   c o n c e r n e d  is 
r e q u i r e d  t o  make special d e p o s i t s   a t   t h e   C e n t r a l   B J n k ,  equal t o  o n e   h a l f  
of t h e  excess o f   a c t u a l   c r e d i t   o v e r   t h e   c e i l i n g ,  GT v h i c h  a n e g a t i v e   i n -  
t e res t  ra te  of 3 p e r   c e n t  i s  c h a r g e d .   T h e  limit on c o m m e r c i a l   b a n k s '  
a c c e s s  t o  t h e   C e n t r a l   B a n k ' s   r e d i s c o u n t i n g   f a c i l i t i e s   h a s ,   i n   p r a c t i c e ,  
o n l y   a f f e c t e d   t h e   N a t i o n a l   B a n k  fo r  Rural .   Development  (BTM), s i n c e   t h e  
o t h e r  two b a n k s   h a v e   b e e n   f a i r l y   l i q u i d .   I n   S e p t e m b e r  1981 t h e   c e i l i i n g  
on  the  BT"s a c c e s s  t o  t h e   r e d i s c o u n t   w i n d o w  was r e d u c e d  from FMG 4 . 6  bil- 
l i o n   t o  FMG 2 . 1  b i l l i o n ,  t o  accompany a r e o r g a n i z a t i o n  of t h e   i n t e r b a n k  
money m a r k e t  . 
2. I n t e r b a n k  money m a r k e t  

S i n c e   J u n e   1 9 7 5  an i n t e r b a n k  money m a r k e t  has b e e n  i n  o p e r a t i o n ,  
w h e r e b y   t h e   e x c e s s   r e s o u r c e s  of some b a n k s   ( i n   p r a c t i c e   t h e  B N I  a n d   t h e  
B F V )  are  c h a n n e l e d  through t h e   C e n t r a l  Bank t o  o t h e r   n a t i o n a l   b a n k s   ( i n  
p r a c t i c e   t h e  BTM). The  money market o f f e r s  t w o - ,  f ive - ,  a n d   t e n - d o y  
c r e d i t ,   w i t h   t h e   t w o - d a y   t y p e   b e i n g   t h e  most poaular.  A f t e r   t h e   g e n e r a l  
i n c r e a s e   i n  in terest  rates of F e b r u a r y  1981, o f f e r  and demand r a t e s  for  
two-day c r e d i t s  were 5 . 5  p e r   c e n t   a n d  9 . 2 5  p e r   c e n t ,   r e s p e c t i v e l y .   S i n c e  
i t s  i n t r o d u c t i o n   t h e  money  market  has b e e n   g e n e r a l l y   i n  a s t a t e  of 
i m b a l a n c e ,   w i t h   f u n d s   s u p p l i e d   e x c e e d i n g   d e m a n d .  This  was p a r t l y   d u e  t o  
seasonal f a c t o r s ,   b u t  a lso t o  t h e   f a c t   t h a t   t h e   i n t e r e s t  r a t e  p a i d   b y  
t h e  BTM for u s e  of f u n d s  from t h e  money market was h i g h e r   t h a n   t h e   C e n t r a l  
B a n k ' s   r e d i s c o u n t  r a t e   (8  p e r   c e n t ) .   T h e r e f o r e ,   t h e  BTM p r e f e r r e d  t o  u s e  
t h e   C e n t r a l   B d n k ' s   r e d i s c o u n t   f a c i l i t i e s   a n d  only w e n t   t o   t h e  money 
m a r k e t  as a l a s t  r e s o t t .  I n  S e p t e m b e r  1981 t h e  money  market  was r e p l a c e d  
by a " f a c e - t o - f a c e "   m a r k e t ,   a n d   t h e  limits o n   r e d i s c o u n t s  of s h o r t -   a n d  
medium-term c r e d i t s  were l o w e r e d .  The b o r r o w i n g  i n t e r e s t  r a t e  was r e d u c e d  
t o  6 . 5  p e r   c e n t ,   r e s u l t i n g   i n   a n   i n c r e a s e d   u s e  of t h e  money  marke t   and  a 
s h a r p   r e d u c t i o n   i n  B T " s  r e c o u r s e  t o  t h e   r e d i s c o u n t   f c l c i l i t i e s   o f   t h e  
Cen t ra l  Bank. A t  t h e  time of t h e   g e n e r a l   i n c r e a s e   i n   i n t e r e s t  r a t e s  on 
J u n e  1, 1982 the  of fer-  and  demand- r a t e s  for two-day c r e d i t s  were 
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r a i s e d  t o  12.5 and  13.5, r e s p e c t i v e l y .   F u r t h e r m o r e ,   t h e   l i q u i d i t y  of 
t h e   n a t i o n a l   b a n k s  has been   r educed  s i n c e  t h e i r   r e s e r v e s  no l o n g e r  
i n c l u d e   t h e   o u t s t a n d i n g   b a l a n c e s  on t h e   " f a c e - t o - f a c e "   m a r k e t ,  a s  was 
t h e  case u n d e r   t h e   f o r m e r   i n t e r b a n k   m a r k e t .  

3 .  Overal l  m o n e t a r y   a n d   c r e d i t   d e v e l o p m e n t s  

O v e r a l l   m o n e t a r y   a n d   c r e d i t   d e v e l o p m e n t s   s i n c e   D e c e m b e r  1977 are  
summarized i n  T a b l e  1 4 .   D u r i n g   t h e  four yea r s   ended   December  1981 
t o t a l  d o m e s t i c   c r e d i t   i n c r e a s e d  a t  a v e r y   r a p i d   p a c e ,   t h e   n e t   e x t e r n a l  
p o s i t i o n  of M a d a g a s c a r   d e t e r i o r a t e d   s h a r p l y ,   a n d  money s u p p l y  rose a t  a 
faster p a c e   t h a n   n o m i n a l  G D P .  T h e s e   t r e n d s   h a v e   p e r s i s t e d   d u r i n g   t h e  
f i r s t  f e w  months  of 1982. 

T o t a l  d o m e s t i c   c r e d i t   o f   t h e   b a n k i n g   s y s t e m ,   w h i c h  rose i n  1977 by 
11 per c e n t ,   i n c r e a s e d   i n   t h e   f o l l o w i n g   t w o   y e a r s  a t  an  a v e r a g e   a n n u a l  
r a t e  of some 48  per c e n t .  I n  1981 t h e  r a t e  of c r e d i t   e x p a n s i o n   m o d e r a t e d  
somewhat t o  a b o u t  2 2  p e r   c e n t .  Overa l l ,  d u r i n g   t h e  l a s t  f o u r  years t o t a l  
d o m e s t i c   c r e d i t  rose a t  a n   a v e r a g e   a n n u a l  r a t e  of 32 p e r   c e n t .  I n  te- 
l a t i o n  t o  broad money (M2) a t  t h e   b e g i n n i n g   o f   e a c h  of t h e  four years, 
t h e   i n c r e a s e   i n   d o m e s t i c   c r e d i t   a v e r a g e d  some 41 p e r   c e n t   p e r  annum. 
More t h a n   t h r e e   f o u r t h s  of t h e   t o t a l   e x p a n s i o r :  i n  d o m e s t i c   c r e d i t  was 
d i r e c t e d  t o  t h e   g o v e r n m e n t   s e c t o r ,   r e f l e c t i n g   t h e   r a p i d l y   w i d e n i n g  fiscal 
d e f i c i t ,  a l a r g e  par t  of  which was f i n a n c e d   b y   r e c o u r s e   t o   t h e   b a n k i n g  
s y s t e m .   S t a r t   i n g  from a low b a s e ,  n e t  c r e d i t   t o   t h e   G o v e r n m e n t ,   w h i c h  
r e p r e s e n t e d  2 3  p e r  c e n t  of t o t a l   d o m e s t i c   c r e d i t  a t  t h e   e n d   o f   1 9 7 7 ,  in- 
creases d u r i n g  t h e  four-year p e r i o d  a t  a n   a v e r g e   a n n u a l  r a t e  of 7 2  p e r  
c e n t ,  or a t  much f a s t e r   p a c e   t h a n   t h e   i n c r e a s e   i n  t o t a l  d o m e s t i c   c r e d i t ,  
and a t  t h e  end of 1981 a c c o u n t e d   f o r   a b o u t  59 p e r  cen t  of t h e  t o t a l .  
Nearly 93 per c e n t  of t h e  increase i n  n e t  c r e d i t   t o   t h e   G o v e r n m e n t  was 
p r o v i d e d  by t h e   C e n t r a l   B a n k ,   m a i n l y  in t h e   f o r m  of i n c r e a s e s   i n   o r d i n a r y  
a d v a n c e s ,  a s  well as a d v a n c e s   r e l a t e d   t o   t h e   m a r k e t i n g  of i m p o r t e d  r ice .  
C r e d i t   t o   t h e   p r i q a t e   s e c t o r   a n d  s t a t e  e n t e r p r i s e s  increased d u r i n g   t h e  
l a s t  four years a t  an a v e r a g e   a n n u a l  r a t e  of l e s s  t h a n   1 5  per c e n t ,  
which  is well b e l o w   t h e  r a t e  o f   i n c r e a s e   i n   t o t a l   d o n e s t i c   c r e d i t ,   a n d  
i n   r e l a t i o n  t o  t h e   t o t a l  f e l l  from 7 7  per c e n t  i n  1977 t o  41 p e r   c e n t  
i n  1981. 

P a r a l l e l  w i t h  the r a p i d   e x p a n s i o n   i n   d o m e s t i c   c r e d i t ,   M a d a g a s c a r ' s  
n e t   e x t e r n a l   p o s i t i o n   d e t e r i o r a t e d   s h a r p l y .  The n e t   f o r e i g n  assets of 
t h e  5anking s y s t e m ,   w h i c h   a m o u n t e d   t o  FMG 14.0 b i l l i o n  a t  t h e   e n d   o f  
Deceuber  1977, t u r n e d   n e g a t i v e   i n  1979,  w i t h   n e t   f o r e i g n  l i a b i l i t i e s  
roaching FMG 94.4 b i l l i o n  a t  t h e   e n d  of 1980. T h e   n e t   e x t e r n a l   p o s i -  
t i o n  of M a d a g a s c a r   c o n t i n u e d  t o  d e t e r i o r a t e   f u r t h e r   i n  1981, a n d   t h e  
net f o r e i g n   l i a b i l i t i e s   o f   t h e   b a n k i n g   s y s t e m   a t   t h e  end o f   t h i s  year 
amounted t o  FMC 125.8 b i l l i o n ,   r e f l e c t i n g ,   i n  pa r t ,  t h e  o u t s t a n d i n g  



5rord mnay 

Honey 
Currency o u t r i d e  hnkr 
DQWnd dmporitl 

Quri-money 

L o n b t a r m   f o r a i g n   l i r b i l i t i a r  

Crntrrl 8rnk 

Rcrchrduling arraqauntr  
N 8 t i O I U l  b m l u  

Counterpart  fundr 

other item (nat)  

96-12 101.05 UO.91 l50.31 l55.39 149.42 l 5 9 . 6 1  163.83 163660 

1.00 1.00 1 2 . u  11.21 11.21 11.21 11.21 11.10 11.10 

- 2.38  2.62 2.62 2.62  2.62 2.m 2.50 
1.00 1.00 9.75 8.59 8.59 8.59  8.59  8.59  8.59 

U 0 . 2 8  140.77 172.91 205.81 2l.2.95  211.13  219.10  243.55  246.61 

99.62 112.83 137.71 164.74 173.02 168.99 178.27 2W.W 201.24 
(41.64) (48.18) (53.55) (70.23) (67.1) (71.47) (77.63) (83.10) (64.45) 
(57.98) (64.65) (14.16) (94.51) (105.31) (97.51) (100.64) (117.74) (116.79) 

20.66 27.94 35.20 41.07 39.93 42.14 40.83 42.71 45.37 

3.31  2.98  14.55  31.79  42.36 42.83 49.66 51.90 51.54 

1.00 1.00 U . 6 1  20.65 30022 28.36  37.19  19.70  19.70 
2 a31  1.98  2-91  11.14  12.14  14.47  12.47 14.70 14.56 ... ... L.. 17.50  17.28 

0.14 0.36 0.92 0.20  0.26 0.34 0.14 0.66 0.05 

- " - 

15.54 11.22 3.85 5-13 5.57 4 . 9 5  -12.88 -1Z.M 4 - 5 0  

Sourcsr Dacr r u p p l i r d  by cha Halagamy r u t h o r i t i a r ,  foreign r r r a t r  AMI l i r b i l i t i a r  have b a n  ravalrud by tha 
s t a f f  t o  r m f l m c t   p r r r a i l i n g  axchange rater .  
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b a l a n c e  of c o n s o l d i a t e d  arrears.  I n   a d d i t i o n ,  medium- a n d   l o n g - t e r m  
f o r e i g n   l i a b i l i t i e s   o f   M a d a g a s c a r   c o n t i n u e d  t o  i n c r e a s e ,   a n d  rose i n  1981 
by   more   t han  60  p e r   c e n t  t o  FMC 5 1 . 9   b i l l i o n .  

R e f l e c t i n g   c r e d i t   d e v e l o p m e n t s  a8 well as t h e   d e t e r i o r a t i o n   i n   t h e  
e x t e r n a l   f i n a n c i a l   p o s i t t o n  of t h e   b a n k i n g   s y s t e m ,  money s u p p l y ,   b r o a d l y  
d e f i n e d ,   r o e e   I n   t h e  16st f o u r   y e a r e  a t  a n   a v e r a g e   a n n u a l  r a t e  of 19 p e r  
c e n t ,   w h i c h  was above t h e  ra te  of i n c r e a s e  i n  n o m i n a l  GDP e s t i m a t e d  a t  
a b o u t  1 4  p e r   c e n t .   D u r i n g   t h i s   p e r i o d  the  c u r r e n c y   i n   c i r c u l a t i o n   r e p r e -  
s e n t e d ,   o n   a v e r a g e ,   a b o u t  42 per c e n t  of money s u p p l y ,  narrowly d e f i n e d  
( M I ) .  M e a n v h i l e ,   q u a s i - m o n e y ,   a f t e r   I n c r e a s i n g  a t  the same p a c e  as M 1  
d u r i n g   t h e   p e r i o d   1 9 7 7 - 8 0 ,   v i r t u a l l y   s t a g n a t e d  i n  1981 n o t w i t h s t a n d i n g  
t h e   i n c r e a s e   i n   i n t e r e s t  r a t e s  b e g i n n l n g   i n   F e b r u a r y   o f   t h i s   y e a r .  

M o n e t a r y   a n d   c r e d i t   d e v e l o p m e n t s   i n   t h e  f i r s t  t h r e e   m o n t h s  of 1982  
i n d i c a t e  a c o n t i n u a t i o n  of t h e   t r e n d   w h i c h   c h a r a c t e r i z e d   t h e   p r e c e d i n g  
four y e a r s .   T o t a l   d o m e s t i c   c r e d i t  rose from FMG 398.8 b i l l i o n  a t  t h e  
end  of December 1 9 8 1  t o  FMG 412 .6  b i l l i o n  a t  t h e   e n d  of March 1982, 
w i t h   t h e   e n t i r e   i n c r e a s e   a c c o u n t e d  f o r  by e x p a n s i o n   i n   n e t   c r e d i t  to  
t h e   G o v e r n m e n t .   M e a n w h i l e ,   c r e d i t  t o  t h e   p r i v a t e  sector a n d  s ta te  e n t e r -  
p r i s e s   s t a g n a t e d ,   r e f l e c t i n g   t h e  low l e v e l  of e c o n o m i c   a c t i v i t y   b r o u g h t  
a b o u t ,  in p a r t ,  b y   a c u t e   s h o r t a g e s   o f  foreign e x c h a n g e   t o   f i n a n c e   i m p o r t s  
of s p a r e   p a r t s   a n d  raw mater ia l s  for t h e   m a n u f a c t u r i n g  sector .  W i t h   t h e  
c o n t l n u e d   w e a k n e s s   i n   t h e   b a l a n c e  of p a y m e n t s   a n d  a d e p r e c i a t i o n  of t h e  
M a l a g a s y   f r a n c   v i s - a - v i s   t h e  U.S.  d o l l a r ,   t h e   n e t   f o r e i g n  l i a b i l i t i e s  of  
t h e   b a n k i n g   s y s t e m   i n c r e a s e d   b y  FMG 6 . 2  b i l l i o n .   D u r i n g   t h e   f i r s t  
q u a r t e r  o f  1982 t h e   n e t   f o r e i g n   l i a b i l i t i e s  of t h e  C e n t r a l  Bank rose by 
FMG 14.2 b i l l i o n ,  v t i l e  t h e   n a t i o n a l   b a n k s   i m p r o v e d   t h e i r   n e t   e x t e r n a l  
p o s i t i o n ,   a n d   t h e i r  ne t  f o r e i g n   l i a b i l i c i e s  of FMG 1 . 9   b i l l i o n  a t  t h e   e n d  
of  December 1981 was r e v e r s e d  t o  a p o s i t i v e   b a l a n c e  of FMS 6.2  b i l l i o n  a t  
t h e  end of March  1982.  Broad  money rose by PMG 3 b i l l j o n   i n   t h e   f i r s t  
q u a r t e r  of 1982 t o  FMG 2 4 6 . 6  b i l l i o n   w i t h  most of t h e  increase i n  
quasi-money.  

4 .  O n e r a t i o n s  of t h e   C e n t  1 Bank 

A p p e n d i x   T a b l e  X 1 1 1  summarizes t h e  o p e r a t i o n s  of t h e  C e n t r a l  Bank 
d u r i n g   t h e   p e r i o d   D e c e m b e r   1 9 7 7 - M a r c h   1 9 8 2 .   D u r i n g   t h e   f o u r - y e a r  p e r i o d  
ended  i n  D e c e m b e r   1 9 8 1   t h e   C e n t r a l  Bank a c c o u n t e d  f o r  a b o u t  72 p e r  c e n t  
of t h e   i n c r e a s e   i n   t o t a l   d o m e s t i c  c r c d i t  p rov ided   by  t h e  b a n k i n g   s y s t e m ,  
n e t  of g o v e r n m e n t   d e p o s i t s .  Net c r e d i t   t o   G o v e r n m e n t  from t h e  C e n t r a l  
Bank s l i g h t l y   e x c e e d e d  t h e  i n c r e a s e  i n  t o t a l  d o m e s t i c  c r e d i t  p r o v i d e d  by 
t h e   b a n k ,  a s  c r e d i t  t o  n a t i o n a l  banks d e c l i n e d  sharply, r e f l e c t i n g  t h e i r  
h i g h l y  l i q u i d  p o s i t i o n .  

T h e   c e n t r a l   b a n k   c r e d i t  t o  t h e  n a t i o n a l  banks ,  which  amounted t o  
FMG 1 2 . 4  b i l l i o n  a t  t h e   e n d  of 1 9 7 7 ,   d e c l i n e d  t o  FMG 1.5 b i l l i o n  a t  t h e  
end  of 1981, a n d ,   i n   r e l a t i o n  t o  t o t a l  c r e d i t  p r o v i d e d  by t h e s e   h a n k s ,  
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f e l l  from  14.3 per c e n t  t o  l eor  t h e n  1 per c e n t .   D u r i n g   t h e  f irst  
three  months  of 1982 n e t  c r e d i t   f r o m  the Central Bank (i.e*, n e t  of 
gove rnmen t   depos i t s )  rose by FMC 1 2  b i l l i o n   t o  FMC 2 4 5   b i l l i o n   a a  net 
c r e d i t  t o  the  Government roee by abou t  FNC 13 b i l l i o n ,   v h i l e   c r e d i t   t o  
n a t i o n a l   b a n k s   d e c l i n e d  by FMG 1 b i l l i o n .  Aa i n d i c e e e d  e a r l i e r ,  t h e  n e t  
f o r e i g n   p o s i t i o n  of t h e   C e n t r a l  Bank c o n t i n u e d  t o  d e t e r i o r a t e  i n  t h e  
e a r l y   m o n t h s  of 1982, a n d   t h e   n e t   f o r e i g n   l i a b i l i t l e e  rose by 11.5  per  
c e n t  to FHC 138   b i l l i on .   Dur ing   t he   fou r -yea r   pe r iod   1977-81   r e se rve  
money r o s e  a t  an  average a n n u a l  ra te  of 23 p e r  c e n t ,  or h i g h e r  t h a n  t h e  
average rate of t n c r e a s e   i n  broad money. 

5 .  O p e r a t i o n s   o f   t h e   n a t i o n a l  " banks 

Appendix  Table X I V  summarizes t h e   o p e r a t i o n e  of t h e  n a t i o n a l   b a n k s  
d u r i n g  t h e  p e r i o d  December  1977-March  1982.  During t h e  four   years   1977-81  
n e t   d o m e s t i c   c r e d i t   p r o v i d e d  by t h e   n a t i o n a l   b a n k s   i n c r e a s e d  a t  a n  ave rage  
a n n u a l   r a t e  of 16.7 p e r  cen t ,   which  vas l e s e   t h a n   t h e   a v e r a g e  ra te  of i n -  
c r e a s e   i n   c r e d i t   p r o v i d e d  by the  whole  banking  system. While c r e d i t   t o  
s t a t e  e n t e r p r i s e s   a n d  t h e  p r i v a t e   s e c t o r   r o B e   s t e a d i l y ,   t h e   G o v e r n m e n t  
ma in ta ined  a n e t  d e p o s i t   b a l a n c e   v i t h   t h e   n a t i o n a l   b a n k s ,   b u t  t h e  amount 
d e c l i n e d  from FMG 4.4 b i l l i o n  a t  t h e   e n d  of 1977 t o  FHG 0.5 b i l l i o n   a t  
t h e  end of 1981 .   A l so ,   du r ing   t h i s   pe r iod   t he   banks   improved   s ign i f i -  
c a n t l y   t h e i r   l i q u i d i t y   p o s i t i o n  i n  tvo ways. F i r s t ,  t h e i r   c a s h   h o l d i n g s  
a n d   d e p o s i t s  w i t h  t h e   C e n t r a l  Bank rose   f rom FHC 2.3 b i l l i o n  a t  the  end 
of  1977 t o  M G  7 . 3   b i l l i o n  a t  t h e   e n d  of 1980   and   t o  FMG 1 4 . 3  b i l l i o n  at 
t h e  end of 1981. I n  t h e  f i r s t  t h r e e   m o n t h s  of 1982 t h e i r  reserves con- 
t i n u e d  t o  i n c r e a s e   a n d   r e a c h e d  FMG 18.7 b i l l i o n ,   o r  t h e  e q u i v a l e n t  of 
14 p e r  c e n t  of t h e i r  demand and time d e p o e i t s .   S e c o n d ,   t h e i r  recourse 
to central  b a n k   c r e d i t   d e c l i n e d  from FMC 12.4 b i l l i o n  a t  t he   end  of 1977 
t o  FMG 1 . 5   b i l l i o n   a t  t h e  end of 1981, a n d   d e c l i n e d   f u r t h e r   t o  FMG 0.4 
b i l l i o n  a t  t h e  end of Hiarch 1982 .   Dur ing   t he   pe r iod   1977-81   t he   na t iona l  
banks had r e c o u r s e   t o   f o r e i g n   b o r r o w i n g .   T h e i r  n e t  e x t e r n a l   p o s i t i o n  
d e t e r i o r a t e d  from a p o s i t i v e   b a l a n c e  of W C  5.4 b i l l i o n  a t  t h e  end of 
December  1977 to a n e g a t i v e  balance of FMG 1 . 9   b i l l i o n  a t  t h e  end of 1981. 
I n  t h e  f i r s t  th ree  months of 1982 t h e  n a t i o n a l   b a n k s '   f o r e i g n  assets  
rose  and the i r  f o r e i g n   l i a b i l i t i e s  f e l l ,  r e s u l t i n g   i n  a p o s i t i v e  bal- 
ance  of FMG 6.2 b i l l i o n .  In a d d i t i o n ,   l o n g - t e r m   f o r e i g n   b o r r o v i n g s  
(which a re  not n e t t e d   a g a i n s t  t h e  f o r e i g n  a s s e t s )  r o s e  from FMG 2.3 b i l -  
l i o n   i n  1977 t o  FMG 1 4 . 7   b i l l i o n   i n  1981, a n d   s t a b i l i z e d  i n  1982 a t  t h i s  
l e v e l .  

6 .  Interest ra te  s t r u c t u r e  

E f f e c t i v e   F e b r u a r y  1, 1981,  a new i n t e r e s t   r a t e   s t r u c t u r e  was adopt-  
ed (Appendix Table XV). G e n e r a l l y   s p e a k i n g ,   t h e  ra tes  a p p l i e d  by t h e  
C e n t r a l  Bank for  r ed i scoun t s   and   advances  vefe r a i s e d  by 2.5-3.25 percen-  
t a g e   p a i n t s .   W h i l e   t h e  basic r e d i s c o u n t  r a t e  was f i x e d   a t  8 p e r   c e n t ,  
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o t h e r  r a t e s  c h a r g e d   b y   t h e   C e n t r a l  Bank r a n g e d   b e t w e e n  7 p e r   c e n t  €or 
r e d i s c o u n t s  of e x p o r t   b i l l s   a n d  11 per cent  f o r  c e r t a i n   t y p e s  of a d v a q c e s .  
R a t e s   c h a r g e d  by t h e   n a t i o n a l   b a n k s  were a l s o   r a i s e d  and r a n g e d   b e t w e e n  
9 per c e n t  for  t h e  f i n a n c i n g  of cof fee  s t o c k s   a n d   1 3   p e r   c e n t  €or o v e r -  
d r a f t s .   D e p o s i t  r a t e s  p a i d   b y  t h e  n a t i o n a l   b a n k s  were a l s o  r a i s e d ;  f o r  
time d e p o s i t s  of o n e - t o - t w o   y e a r s '   m a t u r i t y   t h e  r a t e  was 6 . 7 5  per c e n t   a n d  
went  as h i g h  a s  8.5  p e r   c e n t  for c e r t i f i c a t e s  of d e p o s i t  of f i v e - t o - s i x  
y e a r s '   m a t u r i t y .  

A € u r t h e r   i n c r e a s e   i n   i n t e r e s t  rates was i n t r o d u c e d  on June 1, 1982. 
T h e   b a s i c   c e n t r a l   b a n k   r e d i s c o u n t  r a t e  was i n c r e a s e d  t o  1 2 . 5  per c e n t ,  
a n d   b o r r o w i n g   e n d   l e n d i n g  rates  vere r e i s e d   c o r r e s p o n d i n g l y .  The rates 
c h a r g e d  by t h e   n a t i o n a l  banks now r a n g e   b e t w e e n  12.5 p e r   c e n t  for t h e  
f i n a n c i n g  of cof Cee stocks and  17 p e r   c e n t  €or o v e r d r a f t s .  The a v e r a g e  
l e n d i n g  r a t e ,  w e i g h t e d  by t h e   s t o c k s  of c r e d i t   o u t s t a n d i n g ,  is now 
1 5 . 1   p e r   c e n t ,  as compared  to 10.6 p e r   c e n t   b e f o r e  the l a t e s t  i n c r e a s e .  
Rates p a i d  by t h e   n a t i o n a l   b a n k s   o n  time d e p o s i t s  now r a n g e  from 9 t o  
1 2 . 5  per c e n t ,   w l t h  a rate  of 10.5 p e r   c e n t  for d e p o s i t s  o f   o n e - t o - t v o  
y e a r s '   m a t u r i t y .  On J u n e  1, 1 9 8 2   t n e   G o v e r n m e n t  also i n t r o d u c e d  a s p e c i a l  
n a t i o n a l   l o a n ,   t o   h e l p  f i n a n c e  t h e   C o v e r n r n e n t ' s   i n v e s t m e n t  program, w i t h  
m a t u r i t i e s  of f i v e  and ten years a n d   I n t e r e s t  ra tes  of 1s and  18 p e r  c e n t ,  
r e s p e c t i v e l y .  

VI. B a l a n c e  of Paymen t s  

1. O v e r a l l   d e v e l o p m e n t s  

M a d a g a s c a r ' s   o v e r a l l   b a l a n c e  of p a y m e n t s   d e t e r i o r a t e d   s h a r p l y  in 
1979   and  1980, l a r g e l y  as a r e s u l t  of h i g h l y   e x p a n s i o n a r y   f i s c a l  
p o l i c i e s   e x a c e r b a t e d  by a d v e r s e  terms of t r a d e   ( T a b l c  15 and   Append ix  
T a b l e  XVT). A r a p i d   e x p a n s i o n   i n   a g g r e g a t e  domestic d e m a n d   l e d  t o  a 
d r a s t i c   w i d e n i n g  of t h e  externa l  c u r r e n t   a c c o u n t   d e f i c i t ,  w h i c h  went  
from a r o u n d  5 p e r   c e n t  of GDP i n   1 9 7 8  t o  over 17 per c e n t  I n  1979 and 
1980. The d e f i c i t  was f i n a n c e d  by a rundown of f o r e i g n   r e s e r v e s ,  a 
major i n c r e a s e   i n   f o r e i g n   b o r r o w i n g ,  on i n c r e a s i n g l y  onerous terms, 
a n d ,   s i n c e  1980, an a c c u m u l a t i o n  of external arrears. 

The d e f i c i t s   o n   t h e   c u r r e n t   a c c o u n t  and t h e   o v e r a l l  balance d e c r e a s e d  
i n  1981, a s  a r e s u l t  of a sharp r e d u c t i o n  i n  t h e  l e v e l  of i m p o r t s ,   w h i c h  
f e l l  by over 30 p e r   c e n t  i n  volume terms. However, t h e  e x t e r n a l  i m b a l a n c e  
r e m a i n e d   l a r g e ,   w i t h  a cur ren t  a c c o u n t   d e f i c i t   o f  SDR 3 3 4  m i l l i o n ,   e q u i -  
v a l e n t  t o  13.6 per c e n t  of G D P .  This was p a r t l y  a s  a r e s u l t  of a s h a r p  
fall i n   e x p o r t   r e c e i p t s ,   d u e  m a l p l y  t o  lower e a r n i n g s   f r o m   c o f f e e .  The 
terms of t r a d e  are  e s t i m a t e d  t o  h a v e   d e t e r i o r a t e d  by o v e r  2 0  p e r   c e n t .  
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Table 15. Hadagarcar:  Balance of Payments, 1978-82 

(In mil l iona  of SDRa) 

1978  1979  1980  1381  1982 - 
Eet . Proj . - 

A. Current  account 

Trade  balance 14.8 -222.3 -284.7 -170.2 -205.0 
Exporte,  f . 0 . b .  323. 5 320. 2 335.6 285.5 314.3 
Import e , f .o. b. -308.7 -542.5 -620.3 -455.7 -519.3 

Net s e r v i c e s  and tranefets  -105.8 -151.7 -178.9 -163.9 -172 7 

B. Capital   account  

C. SDR a l l o c a t i o n  

D. Overal l   balance ( A  + B + C )  

- 90 .4 211.5  276.9  256.1 236 .5 

61.5 83.1 102.1 65.7 70.1  
28.9 128.4 174.8 190.4 166.4 

" 3 .5  3.5 3.5 

-0.6 -159.0 -183.2 

- - " - - - 
- - 7 4 . 5  - -141 .2  

E. Changes In net  of f i c i a l  inter-  
n a t i o n a l   r e s e r v e s   ( i n c r e a s e  -) 0.6 159 00 183 2 7 4 . 5  141.2 - - - 

Memorandum item: 
Crose o f f i c i a l   r e s e r v e 8  a t  

I n  millions of SDRe 
I n  monthe of Imports 

end of period 
44.5 1.0 15.' 2 7 . 5  2 7 . 5  

1 .7  0.0 0.3 0.7 0.6 

Sources: Data supp l i ed  by t h e  Malagaey a u t h o r i t i e e ;  and e t a f f  eetimates. 

11 Inc luding  s t a t e  en te rp r i eee ,   eho r t - t e rm  cap i t a l ,  n e t  errors and missions, 

- 2 /  Inc luding   debt   reschedul ing   a l ready   ob ta ined .  
anz   va lua t ion   changee .  
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A large i n c r e a s e   i n   i n t e t e e t   p a y m e n t s  on t h e   r a p i d l y   g r o w i n g   e x t e r n a l  
d e b t   o f f s e t  moat of t h e   r e d u c t i o n   i n   f r e i g h t   a n d   i n e u r a n c e   p a y m e n t s  on 
t h e  lover l e v e l   o f   i m p o r t e ,  so t h e r e  wae l i t t l e  improvement in t h e  
s e r v i c e s   a c c o u n t .  

The n e t   i n f l o w  of n o n m o n e t a r y   c a p i t a l  vas a b o u t   t h e  same as i n   1 9 8 0 ,  
as gross c a p i t a l   i n f l o w   r e m a i n e d   v i r t u a l l y   u n c h a n g e d   a n d   t h e   i n c r e a s e  in 
a m o r t i z a t i o n   p a y m e n t s   d u e  wee a t t e n u a t e d  by t h e   r e s c h e d u l i n g 6   w i t h   p u b l i c  
c r e d i t o r s   w i t h i n   t h e   f r a m e w o r k  of t h e  Paris Club, a n d   w i t h  a number of 
p r i v a t e   c r e d i t o r s .  The o v e r a l l   b a l a n c e   o f   p a y m e n t e   d e f i c i t  waB l ess  
t h a n   h a l f   t h a t  of t h e  two p r e c e d i n g  years,  b u t   r e m a i n e d   s u b s t a n t i a l  a t  
SDR 74.5 m i l l i o n .  It was f i n a n c e d  by p u r c h a s e s  from t he   Fund ,   excep-  
t i o n a l   b a l a n c e  of paymen t s   suppor t  from b i l a t e r a l   s o u r c e s ,   a n d  a f u r t h e r  
a c c u m u l a t i o n  of arrears on a n e t   c a s h   b a s i s ,   a l t h o u g h   t h e   a c t u a l   s t o c k  
of a r r e a r e   d e c l i n e d   b e c a u s e   o f   s u c c e s s   i n   n e g o t i a t i n g   c o n s o l i d a t i o n  
ag reemen t  s. 

I n   1 9 8 2   t h e   a u t h o r i t i e s  aim t o  limit the overa l l  b a l a n c e  of payments  
d e f i c i t   t o  some SDR 1 4 1  m i l l i o n .   T h i s  w i l l  p e r m i t   t h e   v o l u m e  of i m p o r t s  
t o  grow by a r o u n d  9 p e r   c e n t   f r o m  the  d e p r e s s e d   l e v e l  of 1981. The 
i n c r e a s e  will be  more t h a n   a c c o u n t e d   f o r   b y   t h e   v o l u m e   o f   r i c e   i m p o r t s ,  
which i s  e x p e c t e d  t o  grow by o v e r  5 0  p e r  c e n t  as a r e s u l t  of   heavy 
cyclone  damage t o  t h e   d o m e s t i c   c r o p .   E x p o r t   r e c e i p t s  are a l s o  p r o j e c t e d  
t o  i n c r e a s e ,  by a r o u n d  10 p e r   c e n t ,  so t h a t   t h e   c u r r e n t   a c c o u n t   d e f i c i t  
as a p r e p o r t i o n  of GDP s h o u l d   d e c l i n e   s l l g h t l y  t o  a round  13.4 p e r   c e n t .  
Gross c a p i t a l  f l ows  a r e  e x p e c t e d   t o  increase,  p a r t l y  a s  a r e s u l t  of 
c o n c e s s i o n a l   f o r e i g n  loans l i n k e d  t o  t h e   e m e r g e n c y   r i c e   i m p o r t s ,  but  
n e t   c a p i t a l  flows w i l l  d e c l i n e  because of h e a v y   r e p a y m e n t s   o f   p r i n c i p a l  
b e f o r e   a n y   f u r t h e r   d e b t   r e s c h e d u l i n g   b e y o n d   t h e   o n e  already o b t a i n e d  
t h r o u g h   J u n e  1982 d u r i n g   t h e   1 9 8 1   P a r i s  Club r e n e g o t i a t i o n .  I n  a d d i t i o n  
t o  t h e   o v e r a l l   b a l a n c e  o f   p a y m e n t s   d e f i c i t ,   M a d a g a s c a r  a l so  has  payments  
o b l i g a t i o n s   a m o u n t i n g  t o  SDR 46.7  m i l l i o n   w i t h  respect t o  p r e v i o u s  
a r r a n g e m e n t s  for t h e   c o n s o l i d a t i o n  of arrears. T o g e t h e r   w i t h  a n e t   c a s h  
repayment of SDR 7 . 6  m i l l i o n  of s t i l l  o u t s t a n d i n g  arrears ,  t h i s  implies 
a t o t a l  f i n a n c i n g   n e e d  of SDR 195.5 m i l l i o n .  Net p u r c h a s e s  from t h e  
F u n d   a n d   a l r e a d y   i d e n t i f i e d   e x c e p t i o n a l   b a l a n c e  of p a y m e n t s   f i n a n c i n g  
amount t o  SDR 79.7  million, w h i c h   l e a v e s  a g a p  of SDR 1 1 5 . 8   m i l l i o n   t o  
b e   f i l l e d  by d e b t   r e s c h e d u l i n g   a n d   a d d i t i o n a l   e x t e r n a l   a s s i s t a n c e ,  of 
w h i c h   a n   e s t i m a t e d  SDR 5 4 . 2  m i l l i o n  would r e p r e s e n t  new e x t e r n a l  
r e s o u r c e s   a n d  SDR 61.6 m i l l i o n   d e b t   r e l i e f .  

2 .  M e r c h a n d i s e   t r a d e  

a .  Exports 

The value of t o t a l  e x p o r t s  in terms of Malagasy  francs h a s   b e e n  
s t a t i o n a r y  i n  r e c e n t   y e a r s   a n d   i n   1 9 8 1   a m o u n t e d   t o  FMG 91.4 billion, 
t h e  same as i n   1 9 7 8   ( T a b l e  16). The p r i n c i p a l   c h a r a c t e r i s t i c  of e x p o r t  
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p e r f o r m a n c e   i n  recent y e a r s  has been t h e  s t a g n a t i o n  o r  d e c l i n e   I n  volume 
coupled  w i t h  a lack of e x p o r t   d i v e r s i f i c e t i o n .  In 1981  expor t   vo lume 
was 24 per   cen t   be low t h e  l e v e l  of 1978 ( T a b l e   1 7 ) .   I n  1981 volume 
rose somewhat  compared  with 1980, b u t   t h i s  was d u e   i n   p a r t   t o   e x p o r t s  
of c l o v e s ,   w h i c h   h a d   r e c o v e r e d   f r o m  t h e  1980 t r o u g h  t o  t h e   f i r s t  peak 
y e a r  of t h e i r   t h r e e - t o - f o u r - y e a r  c y c l e .  In terms of M a l a g a s y   f r a n c s ,  
t h e   d e c l i n e  In expor t   vo lume  wa8 b a l a n c e d  by t h e   i n c r e a e e  i n  a v e r a g e  
u n i t   p r i c e s ,  so t h a t  the v a l u e  was v i r t u a l l y   u n c h a n g e d .  

The u n s a t i s f a c t o r y   e x p o r t   p e r f o r m a n c e   r e f l e c t e d   i n  large measure 
t h e   s t a g n a t i o n  or d e c l i n e  of a g r i c u l t u r a l   p r o d u c t i o n   i n   r e c e n t   y e a r s ,  
which was l i n k e d   t o   t h e  serious n e q l e c t  of t h e   a g r i c u l t u r a l   s e c t o r .  
T h i s   r e s u l t e d   f r o m  t h e  s h a r p   d e t e r i o r a t i o n  of t h e   b a s i c   i n f r a s t r u c t u r e ,  
such  a s  i n a d e q u a t e   t r a n s p o r t a t i o n   f a c i l i t i e s ,   i n c l u d i n g   p o o r   c o n d i t i o n s  
a t  p o r t s ,  I n a d e q u a t e   e x t e n s i o q   s e r v i c e s   a n d   d i s t r i b u t i o n   n e t w o r k s ,   a n d  
i n s u f f i c i e n t   r e p l a n t i n g  of e x p o r t - c r o p - b e a r i n g  trees and p l a n t s .  
S c a r c i t y  of a g r i c u l t u r a l   c r e d i t   c o n t r i b u t e d  in l a r g e  part t o  t h e  above 
problems.   Moreover ,  t h e  s h o r t a g e s  of i m p o r t e d   s p a r e   p a r t s   r e q u i r e d  
t o  renew old e q u i p m e n t ,   i n c l u d i n g   I n  the m,ning  and small  m a n u f a c t u r i n g  
s e c t o r s ,   a n d  t h e  l a c k  of p r o f i t a b i l i t y  a t  p r e v a i l i n g   p r i c e s   a n d   e x c h a n g e  
r a t e s  were h i n d r a n c e s  t o  p r o d u c t i o n  and e x p o r t .  

T a b l e  1 7 .  Madagascar   Fore ign   Trade   Ind ices ,   1977-82  

(1981 - 100) 
1977 1978 1979 1980 1981  1982 

P r o J .  

Export volume 

Expor t  p r i c e s  - 1/ 

Import  volume 

Import p r i c e s  - 1/ 

Terms of trade 

10 1 13 1 1 1 7  91 100 103 

90 a4 91 119 100 111 

87 91 14 7 14 6 100 10 9 

6 6  74 81 93 LOO 10 5 

148 114 112 128 10 0 10 6 

Sources- Data p r o v i d e d  by t h e  M a l a g a s y   a u t h o r i t i e s ,  and staff estimates. 
- 1/ In terms of SDRs. 
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Examining more c l o s e l y   t h e   d e v e l o p m e n t s  i n  1981, t h e   p r i n c i p a l   c h a n g e s ,  
i n  a b s o l u t e  t e r m e ,  o c c u r r e d   i n   t h e  two major e x p o r t  cropis, coffee end 
c l o v e s .   E a r n i n g s  from c o f f e e   e x p o r t s   d e c l i n e d  by FMC 1 3 . 3   b i l l i o n  due 
t o  b o t h  lower sh ipmen t s  (-13 per c e n t )   a n d   l o w e r   a v e r a g e  unlt  pricem, 
v h i c h   f e l l  by 1 9   p e r  cent i n  terms of  Malagaisy f r ancs .   Madagasca r  
e x p o r t e d  the f u l l   q u o t a  of 50,000 t o n s   u n d e r   t h e   I n t e r n a t i o n a l   C o f f e e  
Agreement ( I C A )  and 1 0 , 5 0 0   t o n s   t o  non-ICA  members. I n   a d d i t i o n  t o  
the   weaken ing  of i n t e r n a t i o n a l   p r i c e s   f o r  Robumta, p r i c e s  for Hadegaeea r ' s  
c o f f e e  exports t o  non-ICA  member c o u n t r i e s  vere a l s o   a f f e c t e d   a d v e r s e l y  
by t h e   c o u n t r y ' s   s e r i o u s   f i n a n c i a l   c o n s t r a i n t s ,   w h i c h  l e f t  t h e   a u t h o r i -  
t i e s  i n  a poor b a r g a i n i n g   p o s i t i o n .  By c o n t r a s t ,   e x p o r t   e a r n i n g s   f r o m  
c l o v e s   i n c r e a s e d  by FMC 14.5 b i l l i o n ,  o r  more t h a n  t h r e e f o l d ,   I n   r e s p o n s e  
t o  higher   vo lume,   vh ich   more   than   doubled   f rom t h e  p r e c e d i n g   t r o u g h  
yea r  of t h e   c l o v e  cycle ,  and t o  h i g h e r   a v e r a g e   u n i t   p r i c e s ,   w h i c h   r o s e  
by o n e   h a l f .  U n i t  p r i c e s   r o s e  for t h e   s e c o n d   c o n s e c u t i v e  y e a r ,  but 
t h e  volume was s t i l l  s i g n i f i c a n t l y   b e l o w   t h a t  I n  t h e   p r e v i o u s  peak 
years  of 1978-79. I n c r e a s e s  were a l s o   r e c o r d e d  i n  e a r n i n g s  ( i n  terms 
of M a l a g a s y   f r a n c s )  from v a . t l l l a   e x p o r t s   a n d ,   t o  a lesser d e g r e e ,  in 
e a r n i n g s   f r o m   p e t r o l e u m   p r o d u c t s ,   R r a p h i t e ,   s h e l l f i s h -   a n d   c o t t o n  
f a b r i c s .   T h e  growth i n   v a n i l l a   e x p o r t s   f o l l o w e d   t w o  fears  of s t a g n a t i o n  
i n  expor t   vo lume;  s h i p m e n t s  i n  1 9 8 1   r o s e  by 7 5  p e r  c e n t ,  w h i l e  ave rage  
u n i t   p r i c e s   c o n t i n u e d   t h e i r   u p w a r d   t r e n d  of r e c e n t  years ,  i n c r e a s i n g  
by 26 p e r  c e n t .  Export volume, however, vas s t i l l  below t h e   l e v e l s  
a t t a i n e d   i n  1977-78. 

Earnings   f rom a l l   o t h e r   e x p o r t s   d e c l i n e d ,   n o t a b l y  meat, chrome, 
sugar, and sisal. The volume of meat e x p o r t s  f e l l  by 6 8  per c e n t ,  due 
m a i n l y   t o   l a c k  of c o m p e t i t i v e n e s s   i n   w o r l d   m a r k e t s .  Meat exports have 
b e e n   s u b s i d i z e d   s i n c e   1 9 7 9  by way cjf bank c r e d i t s .  In 1 9 8 1   t h e   T r e a s u r y  
r e i m b u r s e d   t h e s e   c r e d i t s   i n  a n  amount of FMG 2.8 b l l l i o n   r e l a t i n g  t o  
exports f n  1979 and 1980. In t h e  case of chrome, export   volume  was 
a d v e r s e l y   a f f e c t e d  in p a r t  by u n c o m p e t i t i v e   c o s t s   d u e  t o  outmoded 
equipment as  vel1 a s  by t r a n s p o r t a t i o n   d i f f i c u l t i e s   a n d   t h e   d e p r e s s e d  
world  demand.  Subsidy  payments of FMG 0 . 5  b f l l i o n  were made i n   1 9 8 1 ,  
i n   p a r t  t o  finance s t o c k s   w h i c h   c o u l d   n o t  be exported. T 5 e  volume of 
s u g a r   e x p o r t s   d e c l i n e d  by 38 p e r  c e n t  and more t h a n   o f f s e t  an j n c r e a s e  
i n  p r i c e s .  The  d e c l i n e  i n  volume vas p a r t l y   d u e  t o  s m a l l e r   o u t p u t  
from obsolescent   equipment   and  to poor i r l l q a t i o n  f a c i l i t i e s .  In 
a d d i t i o n ,   i n c r e a s i n g   d o m e s t i c   c o n s u m p t i o n ,   d e s p i L c  d s h a r p  i n c r e a s e   i n  
the  consumer p r i ce  In 1981,   reduced  t h e  e x p o r t a b l e   s u r p l u s .   I n  summary, 
w i t h  t h e  n o t a b l e   e x c e p t i o n s  of c loves ,  v a n i l l a ,   p e t r o l e u m   p r o d u c t s ,  
and g r a p h i t e ,  t h e  volume of a l l  other exports  r e c o r d e d   s i g n i f i c a n t  
d e c l i n e s   i n  1981. 

I n  1982 e x p o r t   e a r n i n g s  are p r o j e c t e 8   t o   i n c r e a s e  by FMG 2 8  b i l l i o n  
(31 p e r  c e n t )  t o  FMG 1 1 9 . 6   b i l l i o n ,  after t a k i n g   a c c o u n t  of t h e  deprec ia -  
t i o n  of t h e  Malagasy franc i n  May 1981. Overall e x p o r t  volume is ex- 
p e c t e d   t o   i n c r e a s e  by about 3 p e r  cen t .  T h e  most important g a i n s ,  i n  
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a b s o l u t e  terms, are  t o  come f rom c o f f e e ,  c l o v e s ,   v a n i l l a ,   a n d   p e t r o l e u m  
p r o d u c t s .  The volume of c o f f e e  e x p o r t s  18 p r o j e c t e d  t o  d e c l i n e  mar- 
g i n a l l y   i n  1982, b u t   t h i s  is e x p e c t e d  t o  be more t h a n  o f f s e t  by a re- 
covery  l n  a v e r a g e   u n i t   p r i c e s   ( u p  3 5  per c e n t ) ,   r e f l e c t  i n 8  the  s t a b l l i -  
t a t i o n   m e a e u r e s   u n d e r   t h e   I n t e r n a t i o n a l   C o f f e e   A g r e e m e n t   a n d  a lower 
B r a z i l i a n   o u t p u t   f o l l o w i n g   t h e   1 9 8 1   f r o s t .  The i n c r e a s e  by FMG 11 b i l -  
l i o n  ( 3 4  p e r   c e n t )  i n  r e c e i p t s   f r o m   c o f f e e   e x p o r t s   l a  t o  a c c o u n t  for  
two f i f t h s  of the t o t a l  p r o j e c t e d  g a i n  in 1982 .   The   nex t  most i m p o r t a n t  
grovth i n   e x p o r t   r e c e i p t s  i s  e x p e c t e d  t o  come from c l o v e s ,   v o l u m e  is  
p r o j e c t e d   t o  increase by 9 p e r   c e n t   i n   t h e   e e c o n d   y e a r  of t h e   p e a k  
c y c l e ,   a n d ,   c o u p l e d   v i t h  a 2 4  p e r   c e n t   i n c r e a s e   i n   a v e r a g e   u n i t   p r i c e s ,  
e a r n i n g s  are  t o  increase by FMC 7 . 3  b i l l i o n  (35 p e r  c e n t ) ,  r e p r e a e n t l n g  
over one f o u r t h  of t h e  t o t a l  export i n c r e a s e .   E x p o r t s  of v a n i l l a   a r e  
e x p e c t e d  t o  b e n e f i t  from 8 1 6   p e r   c e n t   i n c r e a s e  irl volume  and  a 3 1   p e r   c e n t  
i n c r e a a e   i n  average u n i t   p r i c e s  t o  r e a c h  a r e c o r d   g a i n  of FMG 4.6 b i l l i o n  
( 5 7  p e r  c e n t ) ,   a c c o u n t i n g  for 16 p e r   c e n t  of t h e  t o t a l  g r o v t h  i n  expor t s .  
I n c r e a s e s  are a l s o   e x p e c t e d   f r o m   e x p o r t s  of p e t r o l e u m   p r o d u c t s ,   w h e r e  
t h e   e x t e n s i o n   a n d   m o d e r n i z a t i o n  of t h e  r e f i n e r y  is expected t o   f a c i l i t a t e  
an i n c r e a s e   i n   e x p o r t   v o l u m e  (28 p e r   c e n t )  for t h e   s e c o n d   c o n s e c u t i v e  
yea r ;  t o g e t h e r   v i t h  a p r o j e c t e d  r i se  i n   u n i t   p r i c e s  by 20 p e r   c e n t ,  
t o t a l  e a r n i n g s  from p e t r o l e u m   p r o d u c t s  a r e  t o  go u p  by FMC 1 . 7   b i l l i o n  
( 5 7  p e r   c e n t ) .  Less i m p o r t a n t   g a i n s  a re  f o r e c a s t  for e x p o r t s  of s h e l l -  
f i s h ,  meat, a n d   g r a p h i t e ,  in a l l  c a s e s  as a r e s u l t  of more f a v o r a b l e  
u n i t  prices ,  w h i l e   v o l u m e  is p r o j e c t e d  K O  e i t h e r  s t ,  , a t e  or d e c l i n e .  

b. Imports 

F o l l o w i n g  a n  i n c r e a s e  by n e a r l y  70 per c e n t  - 7  terms of Y a l a g a a y  
f r a n c s  i n  1 9 7 9 ,   t h e  ra te  of i n c r e a s e   d e c e l e r a t e d  t o  1 5  p e r   c e n t   i n  
1 9 8 0 ,   a n d   i n   1 9 8 1   i m p o r t s   d e c l i n e d   b y  14 per c e n t  t o  FMG 177.9 b i l l i o n  
( T a b l e  18). T h e s e   d e v e l o p m e n t s   r e f l e c t e d  an increase  i n   v o l u m e   b y   o v e r  
60  p e r   c e n t   i n   1 9 7 9 ,  an  u n c h a n g e d   l e v e l   i n  1980, and a r e d u c t i o n  by 
o v e r  30 per c e n t   i n   1 9 8 1 .  The l a t t e r  o u t c o m e   r e s u l t e d  from t h e  c o u n t r y ' s  
s e v e r e  f o r e i g n   e x c h a n g e   c o n s t r a i n t .  

Of t h e   t o t a l   d e c l i n e  by FMG 28 b i l l i o n   i n   1 9 8 1 ,   a b o u t  one h a l f  v-s  
a c c o u n t e d  for by t h e  c a t e g o r y   " o t h e r , "   w h i c h  compris t  I t e m p o r a r y   i m p o r t s ,  
m a i n l y   h e a v y   e q u i p m e n t   g o o d s  f o r  t h e   e x e c u t i o n  of i n v e s t m e n t   p r o j e c t s .  
The d e c l i n e   r e f l e c t e d  t h e  sharp drop i n   i n v e s t m e n t  a c t i v i t y  under t h e  
impact of t h e  foreign e x c h a n g e   s h o r t a g e .   T h e   n e x t  most i m p o r t a n t  
r e d u c t i o n   o c c u r r e d  i n  i m p o r t s  of raw materials  a n d   i n t e r m e d i a r y   g o o d s ,  
which  made u p  n e a r l y  two f i f t h s  of t h e  t o t a l  d e c l i n e ,   f o l l o w e d  by 
consumer goods o t h e r  t h a n   f o o d s t u f f s  and c a p i t a l  goods, v h i c h   e a c h  
r e p r e s e n t e d   a r o u n d  3 0  p e r  c e n t  of  t h e  o v e r a l l  r e d u c t i o n   i n  the i m p o r t  
b f l l .  By c o n t r a s t ,  impor t s  of f o o d s t u f f s  rose  by FHG 9 b i l l i o n  (48 p e r  
c e n t ) ,   a l m o s t   e n t i r e l y   b e c a u s e  of r i c e .  The volume of r i c e  Imports  
rose t o  192 ,000  t o n s  ( 8  p e r  c e n t ) ,  as d o m e s t l c   p r o d u c t i o n  was a d v e r s e l y  
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a f f e c t e d  by d r o u g h t ;   i n   a d d i t i o n ,   a v e r a g e  u n i t  p r i c e s   v e r e  46 p e r   c e n t  
h i g h e r   t h a n  I n  1980.   Fol lowing a 60 p e r   c e n t  increase i n  e n e r g y   i m p o r t s  
in 1980, t h e y  rose by o n l y  6 p e r  cent I n  1981 ;   t he   vo lume   o f   c rude   o i l  
i m p o r t s   d e c l i n e d  by 6 p e r   c e n t .  

I n   1 9 8 2   i m p o r t s  a r e  p r o J e c t e d   t o   g r o v  by FMC 5 5  b i l l i o n  ( 3 0  p e r  
c e n t ,   a f t e r   a l l o v i n g   f o r  t h e  d e p r e c i a t i o n  of t he   Ma lagasy   f r anc   In  ?lay 
1982) ,   w i th   t he   vo lume  of i m p o r t s   f o r e c a s t   t o   g r o w  by (1 per c e n t  from 
t h e   d e p r e s s e d   l e v e l  o f  1981. However, i n  r ea l  terms t n i s  l e v e l  would 
s t i l l  be 20 p e r   c e n t   h i g h e r   t h a n   i n   1 9 7 8 ,   r e p r e s e n t i n g   a n   a n n u a l   a v e r a g e  
i n c r e a s e  of a round  5 p e r   c e n t .  Two f i f t h s  of t h e   t o t a l   e x p a n s i o n   i n  
1982 i s  t o   b e   d u e   t o   f o o d s t u f f s ,   m a i n l y  r i c e ,  t h e  volume of which is 
e x p e c t e d   t o   i n c r e a s e  by o v e r  SO p e r  cent .  Imports of raw materials and 
i n t e r m e d i a t e   g o o d s   a r e   p r o j e c t e d   t o   r e c o v e r  from t h e i r   d e c l i n e  i n  1981 
a n d   t o   i n c r e a s e  by 50 per c e n t ,   a c c o u n t i n g  for a b o u t   o n e   t h i r d  of t h e  
i m p o r t   e x p a n s i o n .  T h i s  r e f l e c t s  t h e   a u t h o r i t i e s '   e m p h a s i s  i n  t h e  1982-84 
i n v e e t m e n t   p r o g r a m   o n   t h e   r e h a b i l i t a t i o n  of e x i s t i n g   c a p a c i t y   r a t h e r  
t h a n  the l a u n c h i n g  of new i n v e s t m e n t   p r o j e c t s .  I n  l i n e   w i t h   t h i s  
p o l i c y ,   i m p o r t s   o f   c a p i t a l   g o o d s  a r e  p r o j e c t e d   t o   d e c l i n e  by 5 per c e n t .  

I n  terms of the  c o m p o s i t i o n  of  i m p o r t s ,   c a p i t a l   g o o d s ,   d e s p i t e  
t h e i r   p r o j e c t e d   c o n t i n u e d   d e c r e a s e  i n  1982, v o u l d  s t i l l  a c c o u n t  fo r  t h e  
most i m p o r t a n t  share,  r e p r e s e n t i n g   o n e   f o u r t h  of t o t a l   i m p o r t s .   T h e  
p r o p o r t i o n  of f o o d   i m p o r t s   i n   t h e   t o t a l  has f l u c t u a t e d ,   m a i n l y  i? re- 
s p o n s e  t o  t h e  demand f o r  i m p o r t e d  r ice .  R e f l e c t i n g   t h e   p r o j e c t e d  
s h a r p   i n c r e a s e  i n  r i c e   i m p o r t s   i n   1 9 8 2 ,   f o o d   i m p o r t - ,   t o g e t h e r   w i t h  
i m p o r t s  of raw m a t e r i a l s   a n d   i n t e n n e d i a t e   g o o d s ,  are e x p e c t e d   t o   h a v e  
t h e   s e c o n d   l a r g e s t   s h a r e  i n  t h e   i m p o r t   b i l l  , e a c h   a c c o u n t i n g  f o r  j u s t  
over one f i f t h  of t h e   t o t a l .  The r e l a t i v e   p o s i t i o n  of  consumer  goods 
other t han   food  is p r o j e c t e d  t o  c o n t i n u e   t h e   d e c l i n i n g   t r e n d  of rracent 
years and t o  make u p   l e s s   t h a n  9 p e r  cent of t h e  t o t a l   i n   1 9 8 2 .  

C .  D i r e c t i o n   o f   t r a d e  

The r e l a t i v e   i m p o r t a n c e   o f   M a d a g a s c a r ' s   v a r i o u s   e x p o r t   m a r k e t s  has 
not   undergone  any s i g n i f i c a n t   c h a n g e  i n  r e c e n t  years ( T a b l e  19) .  The 
n o t a b l e   e x c e p t i o n  i s  France ,   whose   sha re  a s  a n   o u t l e t  f o r  Madagascar 's  
e x p o r t s  has d e c l i n e d   a l m o s t   w i t h o u t   i n t e r r u p t i o n   f r o m  2 6 . 5  p e r   c e n  
i n  1976 t o  19.6 p e r   c e n t   i n   1 9 8 0 .  I n  1978   F ranc?   was   r ep laced  by t ' le  
UnFted S t a t e s  as t h e  most   impor tan t   marke t  f o r  M a d a g a s c a r ' s   e x p o r t s ,  
a l t h o u g h   i n  la80 France   and  t h e  U n i t e d   S t a t e s   h e l d   e q u a l  shares. The 
n e x t   m o s t   i m p o r t a n t   s i n g l e  market has been the F e d e r a l   R e , l u b l i c  of  
Germany ,   vhose   r e l a t ive   sha re   r anged   above  8 p e r   c e n t   d u r i n g   1 9 7 7 - 8 0 .  
The Impor t ance  of I n d o n e s i a  a s  a n   e x p o r t   m a r k e t   v a r i e s   s i g n i f i c a n t l y ,  
depend ing   on   whe the r  i t  i s  a t r o u g h  o r  a peak year f o r  the p r o d u c t i o n  
and   expor t  o f  c l o v e s , w h i c h   a r e   s o l d   p r i n c i p a l l y  t o  I n d o n e s i a .  During 
19/7-00 I n d o n e s i a ' s   s h a r e   i n   t o t a l   e x p o r t s   a v e r a g e d  7 . 7  per  c e n t ,  b u t  
i n  1978  and  1979 i t  was 13.6 per cent   and   12 .9  per c e n t ,   r e s p e c t i v e l y .  
The share o f  J a p a n   f l u c t u a t e d  i n  r e c e n t   y e a r s  from a h igh   of  8 . 4  per 
c e n t   i n  1977 t o  a low of 3.7 per c e n t  in l378. In 1980, however ,   the  
r e l a t i v e   i r c p o r t a n c e  of t h e   J a p a n e s e   m a r k e t  i n c r e a s e d  t o  10.4 p e r  c e n t ,  
t h e   s e c o n d   l a r g e s t   s h a r e .  
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On t h e   i m p o r t   r i d e ,   F r a n c e   c o n t i n u c e  t o  b e   t h e  l a r g c r t  s o u r c e  of 
r u p p l y  for H.dage8Car. Al though  i t 8  r h a r e   i n   M a d a g a r c a r ' r   i m p o r t s   d e -  
c l i n e d  i n  b o t h  1978 and  1979 t o  35 p a t  cent and 32 p e r  cen t ,  r e m p e c t i v e l y ,  
t h i s  t r e n d  wa8 r c v e r r e d  In 1980, when F r a n c e ' r   r h a r c  grew t o  over two 
f i f t h s  of t o t a l  impor t r .   Impor t .  from o t h e r  EC c o u n t r i e s   h a v e   t e n d e d  
t o   i n c r e a e e ,   r e a c h i n g  a h i g h  of 22.6  p e r   c e n t  of t h e  t o t a l  i n   1 9 8 0 ;   t h i s  
r e f l e c t e d   m a i n l y  the r i s i n g   r e l a t i v e   p o s i t i o n  of t h e   F e d e r a l   R e p u b l i c  of 
G e r m a n y ,   w h i c h   h a s   r e m a i n e d   t h e   s e c o n d   l a r g e s t   s u p p l i e r .   I m p o r t s  from 
J a p a n   a v e r a g e d  5.3 p e r  cent o f   t h e   t o t a l   d u r i n g   1 9 7 7 - 8 0 ,   w h i l e   t h o s e  
f r o m   t h e   U n i t e d   S t a t e s  were a r o u n d  3.5 p e r  c e n t ,  e x c e p t   i n   1 9 7 9 ,  when 
l a r g e   i m p o r t s  of equ ipmen t  goods a e e o c i a t e d   w i t h   t h e   e x p a n s i o n a r y  
I n v e s t m e n t   p r o g r a m   p u s h e d   t h e   U n i t e d   S t a t e s '   e h a r e  t o  1 0 . 7   p e r   c e n t  of 
t h e  t o t a l .  P r i o r  t o  1977   Madagaeca r ' e   ma in   sou rces  of o i l  i m p o r t s  
were Qatar a n d   S a u d i   A r a b i a .   S i n c e   1 9 7 7 - 7 8 ,   h o w e v e r ,   U a d a g a a c a r  h a s  
s h i f t e d   i t a  o i l  p u r c h a s e s   t o w a r d   L i b y a   a n d   I r a q   a n d   v a r i o u s   s p o t   m a r k e t s ,  
which are i n c l u d e d   u n d e r   t h e   c a t e g o r y   " o t h e r . "  

3 .  S e r v i c e s  

M a d a g a s c a r   h a s   s u b s t a n t i a l   d e f i c i t s   o n   t h e  s e r v i r  a c c o u n t .  
3e tween  1977  and  1980 t h e   n e t   o u t f l o w   o n   s e r v i c e s  rose by 60 p e r   c e n t  
t o  SDR 1 7 9 . 6   m i l l i o n .   T h e   d e t e r i o r a t i o n  uas d u e   p r i m a r i l y  t o  s h a r p  
i n c r e a s e s   i n   p a y n e n t s   f o r   f r e i g h t   a n d   i n s u r a n c e   a s s o c i a t e d  w i t h  t h e  
s t e e p   r i e e   i n   i m p o r t s ,   e s p e c i a l l y   i n   1 9 7 9 ,   a n d   t h e  increase I n   i n t e r e s t  
p a y m e n t s   b e c a u s e   o f   t h e   r a p i d l y   g r o w i n g   e x t e r n a l   d e b t   a n d   h i g h e r   i n t e r e s t  
rates. The d e f l c i t  on t h e  s e r v i c e s   a c c o u n t   d e c r e a s e d   s o m e w h a t  i n  1981 ,  
as a r e s u l t   o f   t h e   r e d u c t i o n   i n   p a y m e n t s  for  f r e i g h t   a n d   m e r c h a n d i s e  
i n s u r a n c e   a s s o c i a t e d   w i t h   t h e   d e c l i n e   i n   t h e   v o l u m e   o f   i m p o r t s .  However, 
payments  I n  respect of i n v e s r s e n t   i n c o m e   c o n t i n u e d  t o  r i se ,  r e c o r d i n g  
t h e i r   s h a r p e s t   i n c r e a s e  (71 p e r   c e n t )   i n   r e c e n t   y e a r s .   D u l r n g   1 9 8 1  
i n t e r e s t   p a y m e n t s   a m o u n t i n g  t o  S D R  1 7 . 5   m i l l i o n   w e r e   r e s c h e d u l e d   w i t h i n  
t h e   f r a m e w o r k  of t h e   P a r i s   C l u b   r e n e g o t i a t i o n   a n d   u n d e r  agreements 
r e a c h e d   w i t h   p r i v a t e  c red i tors .  However, t he  m o r a t o r i u m   i n r e r e s t  
c h a r g e d  on  t h e   r e s c h e d u l i n g   o f   p r i n c i p a l   a n d   i n t e r e s t  a s  w e l l  as on  
t h e  c o n s o l i d a t i o n   o f   o u t s t a n d i n g  a r r ea r s  a m o u n t e d   t o  SDR 1 0 . 6   m i l l i o n ,  
so t h a t  t h e   n e t   d e c r e a s e  i n  i n t e r e s t   p a y m e n t s   a m o u n t e d  t o  o n l y  SDR 6.9 
m i l l i o n .  I n  1 9 8 2   t h e   n e t   o u t f l o w  on s e r v i c e s  is p r o j e c t e d   t o   i n c r e a s e  
by 6 p e r   c e n t ,   a s s o c i a t e d   m a i n l y   w i t h  a f u r t h e r   i n c r e a s e  ( 2 8  p e r   c e n t )  
i n   i n t e r e s t   p a y m e n t s  on e x t e r n a l   d e b t .  The l a t t e r  t a k e   a c c o u n t  of 
t h e   d e b t   r e s c h e d u l i n g   o b t a i n e d   t h r o u g h   J u n e   1 9 6 2   w i t h i n   t h e   f r a m e w o r k  
of t h e  Paris  C l u b   r e n e g o t i a t i o n .   B e f o r e   a n y   f u r t h e r   r e s c h e d u l i n g ,   t h e  
moratorirm i n t e r e s t  t o  be p a i d   o n   t h e   r e s c h e d u l i n g  of p r i n c i p a l   a n d  
i n t e r e s t   a n d   o n   t h e   c o n s o l i d a t i o n  of a r r e a r s   t h u u   f a r   o b t a i n e d   e x c e e d s  
t h e   i n t e r e s t   p a y m e n t s   r e s c h e d u l e d   d u r i n g   t h e  f i r s t  h a l f  of 1982 by 
SDR 3.4 m i l l i o n .  ) 
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4. C a p i t a l  movements 

F o l l o v i n g  a more t h a n   f i v e f o l d   e x p a n s i o n  i n  t h e  n e t   i n f l o w   o f  non- 
m o n e t a r y   c a p i t a l   i n  1979, t h e   i n c r e a s e   d e c e l e r a t e d   i n  1980 t o  57 p e r  
c e n t ,   a n d   i n  1981 n e t   c a p i t a l   i n f l o v  wee v i r t u a l l y   u n c h a n g e d .  The 1979-80 
i n c r e a s e s  vere a s s o c i a t e d   w i t h   t h e   e x p a n s i o n a r y   i n v e s t m e n t   p o l i c y   a n d   t h e  
s h a r p  r i se  i n  imports i n  t h a t   p e r i o d ,   a l t h o u g h   t h e   c a p i t a l   i n f l o w s ,  a s  

n o t e d   a b o v e ,  were n o t   s u f f i c i e n t   t o   c o v e r   t h e   f i n a n c i n g   n e e d s ,   a n d   s u b -  
s t a n t i a l   o v e r a l l   d e f i c i t s  were r e c o r d e d   i n   b o t h   y e a r s ,   i n c l u d i n g   t h e  
a c c u m u l a t i o n  of a r rea r s  b e g i n n i n g   i n  1980. The 1981 o u t c o m e   r e f l e c t e d  
a v i r t u a l l y   u n c h a n g e d   l e v e l  of c a p i t a l   i n f l o w s ,  as t h e   i n c r e a s e   t o   t h e  
p u b l i c  sector was o f f s e t  by a d e c l i n e   i n   p r i v a t e   s e c t o r   c a p i t a l   i n f l o w .  
A m o r t i z a t i o n   p a y m e n t s   o r i g i n a l l y   d u e  were r e d u c e d   t h r o u g h   t h e   r e e c h e d -  
u l i n g s   o b t a i n e d   i n  1981, which a r e  d i s c u s s e d   i n  greater d e t a i l   i n   s u b e e c -  
t i o n  5 o n  t h e   e x t e r n a l   d e b t .   T h e  t o t a l  a m o u n t   o f   p r i n c i p a l   p a y m e n t s   t h a t  
vere r e s c h e d u l e d   a m o u n t e d   t o  SDR 3 1 . 5   m i l l i o n   i n   1 9 8 1 .   O t h e r   c a p i t a l  
f l o w s ,   c o m p r i s i n g   s h o r t - t e r m   c a p i t a l ,  e r rors  a n d   o m i s s i o n s ,   a n d   v a l u a t i o n  
c h a n g e s ,  moved from a n e t   o u t f l o v   o f  SDR 0.8 m i l l i o n   i n  1980 to a n e t  
i n f l o w   o f  SDR 20.7 m i l l i o n   i n  1981 a n d   c o u n t e r b a l a n c e d   t h e   r e m a i n i n g  
small i n c r e a s e   i n   a m o r t i z a t i o n   p a y m e n t s   a f t e r   r e s c h e d u l i n g  and t h e  
a b s e n c e  of a T r u s t   F u n d   l o a n   i n   1 9 8 1 .  

I n   1 9 8 2   n e t   c a p i t a l   i n f l o w s  a r e  p r o j e c t e d  t o  d e c l i n e   b y  SDR 4 4  mil- 
l i o n .  Cross c a p i t a l   i n f l o w s  a r e  e x p e c t e d  t o  i n c r e a s e ,   p a r t l y  a s  a 
r e su l t  of t h e   c o n c e s s i o n a l   f o r e i g n   l o a n s   l i n k e d   t o   t h e   e m e r g e n c y  r i c e  
i m p o r t s ,   b u t   a m o r t i z a t i o n   p a y m e n t s ,   a f t e r   t a k i n g   a c c o u n t  of d e b t   r e s c h e d u l -  
i n g   a m o u n t i n g  t o  SDR 23.7 m i l l i o n   o b t a i n e d  from the P a r i s  C l u b  t h r o u g h  
end-June   1982,  are  p r o j e c t e d  t o  r i s e  m o r e   t h a n   t h r e e f o l d .   R e p a y m e n t s  
of p r i n c i p a l   w o u l d   d e c l i n e ,   h o w e v e r ,  t o  t h e   e x t e n t   t h a t   X a d a g a s c a r  i s  
s u c c e s s f u l   i n   n e g o t i a t i n g   f u r t h e r   d e b t   r e s c h e d u l i n g  f o r  1982. 

5. E x t e r n a l   d e b t  

T h e  l e g a l   p r o v i s i o n s   f o r   c o n t r o l l i n g   t h e   c o n t r a c t i n g   o f   f o r e i g n  
d e b t   a r e   s t i p u l a t e d   i n   t h e   E x c h a n g e   C o n t r o l   R e g u l a t i o n s  of November 2 5 ,  
1972   (Dec ree  72-446), w h i c h   s p e c i f y ,   i n t e r  alia, t h a t  borrowing a b r o a d  
r e q u i r e d   t h e   p r i o r   a p p r o v a l  of t h e   M i n i s t e r  of F i n a n c e .   T h e   c o n t r o l  
m e c h a n i s m   w o r k e d   s m o o t h l y   d u r i n g   t h e   p e r i o d   u n t l l   a b o u t   m i d - 1 9 7 8 ;  
f c r e i g n  bor rowing  was h e l d   t o   l o w   l e v e l s   a n d  was c o n f i n e d   m a i n l y   t o  
p r o j e c t   l o a n s  on c o n c e s s i o n a r y  terms. T h e r e a f t e r ,   h o w e v e r ,   w i t h   t h e  
major e x p a n s i o n  Df p u b l i c   s e c c o r   i n v e s t m e n t   a n d   t h e   a s s o c i a t e d  dramatic  
i n c r e a s e   i n   e x t e r n a l   b o r r o w i n g ,  t h e  c o n t r o l  and m o n i t o r i n g   s y s t e m   d e   f a c t o  
c e a s e d   t o   € u n c t i o n .   T h e   p r o b l e m  w a s  compounded by t h e   e m e r g e n c e   i n  
1980 of a r r ea r s  on e x t e r n a l   d e b t   s e r v i c e   p a y m e n t s .  The s u b s e q u e n t  
a t t e m p t  by t h e  Government t o  cope w i t h   t h e  serious f o r e i g n   i n d e b t e d n e s s ,  
including t h e  requirement t o  m o n i t o r  t h e  l imits  Imposed ca n e w  f o r e i g n  
l o a n s   u n d e r   t h e   1 9 8 0   a n d   1 9 8 1   s t a n d - b y   a r r a n g e m e n t s  w i t h  t h e   F u n d ,  led 
t h e   a u t h o r i t i e s   g r a d u a l l y   t o   r e - e s t a b l i s h   c o n t r o l s  o v e r  f o r e i g n  b o r r o w i n g .  
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Moreover ,  a c o m p r e h e n s i v e   i n v e n t o r y  of t he  e x i s t i n g   f o r e i g n   i n d e b t e d n e s s  
was u n d e r t a k e n ,   i n t e r  a l i a ,  t o   p r e p a r e  for t h e   r e n e g o t i a t i o n  of 
M a d a g a s c a r ' s   f o r e i g n   o b l i g a t i o n s  t o  p u b l i c   c r e d i t o r s   w i t h i n   t h e   f r a m e w o r k  
of the P a r i s  Club (June 1961) as well a s  t o  a number of p r i v a t e   c r e d l t o r s ,  
i n c l u d i n g  b a n k s .  As a r e s u l t ,  c o n s i d e r a b l e   p r o g r e s s  has s i n c e   b e e n  
made i n   i d e n t i f y i n g   o u t s t a n d i n g  fo re ign  o b l i g a t i o n s ,   w i t h   t h e   e x c e p t i o n  

of a r r e a r s   a n d   c o n s o l i d a t e d   a r r e a r s ,  where a b r e a k d o w n   b y   c r e d i t o r s  is 
n o t  y e t  a v a i l a b l e .   T h e  1972 E x c h a n g e   C o n t r o l   R e g u l a t i o n s   h a v e   b e e n   d e  
f a c t o  r e i n s t i t u t e d  and r e i n f o r c e d .   T h e   r e o r i e n t a t i o n  of M a d a g a s c a r ' s  
i n v e s t m e n t   p o l i c y  ( s e e  S e c t i o n  I11 a b o v e )   l e d  t o  t h e   s t r e n g t h e n i n g  
of  t h e  powers a n d   r e s p o n s i b i l i t i e s  of  t h e   D i r e c t o r a t e  of P l a n n i n g   t o  
e n s u r e   a d h e r e n c e   t o   t h e  1982-84 i n v e s t m e n t   p r o g r a m .   I n   t h a t   c o n t e x t ,  
a s p e c i a l   t e c h n i c a l   c o m m i t t e e  has b e e n   e s t a b l i s h e d   w i t h i n   t h e   D i r e c t o r a t e  
of P l a n n i n g ,   w h i c h  w i l l  be r e s p o n s i b l e  f o r  a p p r o v i n g   t h e  tenus and  con-  
d i t i o n s  of a l l  e x t e r n a l  b o r r o w i n g .  

From r e l a t i v e l y  lov l e v e l s   i n   p a s t  y e a r s ,  Madagascar's o u t s t a n d i n g  
e x t e r n a l   d e b t  r o s e  s h a r p l y   i n   t h e   p e r i o d   1 9 7 9 - 8 1  (Table 2 0 ) .  Between 
end-1979  and  end-1981 i t  i n c r e a s e d  more t h a n   t h r e e f o l d   i n  l o c a l  c u r r e n c y  
terms t o  FMG 417.6 b i l l i o n   ( o r  two and o n e   h a l f  t imes i n  SDR terms t o  
S D R  1 , 2 4 8 . 4   m i l l i o n ) ,   a n d  o n  t h e  l a t t e r  d a t e  i t  was e q u i v a l e n t  t o  53.3 p e r  
cent  of GDP. I n  a d d i t i o n ,   o u t s t a n d i n g   p a y m e n t s  a r r e a r s  amounted  t o  
FMG 3 4 . 6  b l l l l o n  (SDR 1 0 3 . 3   m i l l i o n )  a t  the e n d  of 1 9 8 1 ,   e q u i v a l e v t  
t o  4.4 p e r  cent  of GDP a n d  3 3  p e r   c e n t  of e x p o r t s  of g o o d s  a n d  se rv ices .  
An u n i d e n t l f i e d   p o r t i o n  of t h e s e   a r r e a r s   r e l a t e d  t o  medium-  and  long- 
term d e b t   s e r v i c e   p a y m e n t s ,   I n c l u d i n g  about SDR 1 m i l l i o n  on p r e v i o u s l y  
r e s c h e d u l e d  d e b t .  

The s t e e p  r i se  :E M a d a g a s c a r ' s   f o r e i g n   b o r r o w i n g  vas  accompanied   by  
a s h a r p   d e t e r i o r a t i o n  in t h e   c o u n t r y ' s   e x t e r n a l   d e b t   p r c f i l e .   T h e  
m a t u r l t y   s t r u c t u r e   a n d   I n t e r e s t  r a t e  of neu loans c o n t r a c t e d   w o r s e n e d  
s i g n i f i c a n t l y   b e t w e e n  1977 a n d  1980 (Table  2 1 ) .  While i n  1977 n e a r l y  
90 p e r  c e n t  of new b o r r o w i n g   h a d   m a t u r i t i e s   o v e r  10 y e a r s ,  w l t h  no 
b o r r o w i n g   t a k i n g  p l a c e  in the  1-5 year m a t u r i t y   r a n g e ,  by 1979 over 
16 p e r  c e n t  of  nzw f o r e l g n  loans c o n t r a c t e d   h a d   m a t u r i t l e s  of 1-5 y e a r s  
o r  l e s s .  The o v e r a l l   m a t u r i t y  s t r u c t u r e  i m p r o v e d   o n l y   s l i g h t l y   i n  1980 
and  more s i g n i f i c a n t l y  I n  1 9 8 1 ,   r e f l e c t r n g  t he  a d h e r e n c e ,  i n  t h e  l a t t e r  
y e a r ,  t o  t h e  limits e s t a b l i s h e d   u n d e r  t h e  s t a n d - b y   a r r a n g e m e n t  wlth t h e  
Fund  on t h e   c o n t r a c t i n g  of n e w  l o a n s  Ln the 1-10 years m a t u r l t y  range. 
T h e   a v e r a g e   i n t e r e s t  r a t e  on new l o a n s   i n c r e a s e d  from 4.6 per  c e n t  i n  
1 9 7 7   t o  7.5 p e r  c e n t  i n  1 9 8 0   b u t   d e c l l n e d  t o  2.8 p e r  c e n t  i n   1 9 8 1 .  
T h e   a v e r a g e  number of y e a r s  of  m a t u r l t y   d e c l l n e d  f rom 23.0 y e a r s  l n  
1 9 7 7   t o  15 .2  y e a r s  i n  1 9 7 9  b u t  increased s u b s e q u e n t l y  t o  1 7 . 1  y e a r s  
a n d   2 4 . 7   y e a r s   i n   1 9 8 0   a n d   1 9 8 1 ,   r e s p e c t i v e l y .  Reflecting t h e  above 
d e v e l o p m e n t s ,  Madagascar's s e r v i c e  p a y m e n t s  on r t s   e x t e r n a l  d e b t  rose 
d r a m a t i c a l l y .   T h e  r a t i o  of s u c h  p a y m e n t s   t o   r e c e r p t s  from e x p o r t s  of 
goods   and  s e r v l c e s  i n c r e a s e d  from about 6 per c e n t  ln 1978  t o  9 .8  p e r  
c e n t   i n   1 9 7 9   a n d   t o  1 4 . 5  per c e n t  a n d  4 2  p e r  cen t  I n  1 9 8 0  2 n d  1 9 8 1 ,  
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r e s p e c t i v e l y .   T h e  1981 r a t i o  was before  deb t  r e s c h e d u l i n p s   t h a t   M a d a g a s c a r  
n e g o t i a t e d   i n   t h a t   y e a r  A€ t e r  s u c h   r e s c h e d u l i n g s ,   t h e   d e b t  
s e r v i c e  r a t i o  f o r  1981 vas s t i l l  30 p e r   c e n t ,  or twice a s  h i g h  a s  i n  
1980. H o w e v e r ,   t h e  1980 a n d  1981 f i g u r e s  a re  a n   u n d e r e s t i m a t i o n ,  a s  
t h e y   d o   n o t   I n c l u d e   t h e  cost  of b o r r o w i n g  which w o u l d   h a v e   b e e n   r e q u i r e d  
t o  a v o i d   t h e   a c c u m u l a t i o n  of e x t e r n a l   p a y m e n t s   a r r e a r s .   I n  1982 t h e  
d e b t  servlce r a t i o  i s  p r o j e c t e d  to c o n t i n u e  t o  r i s e  s t e e p l y .  Before 
t h e   i m p a c t  of a n y  d e b t   r e s c h e d u l i n g ,   t h e  r a t i o  w o u l d   a m o u n t  t o  a b o u t  
6 3  p e r  c e n t ;  If t h e  debt  r e s c h e d u l i n g   a l r e a d y   o b t a i n e d  from t h e  P a r i s  
C l u b   t h r o u g h   J u n e  1982 is t a k e n   i n t o   a c c o u n r ,   t h e   d e b t  s e r v i c e  r a t i o  
would s t i l l  dmount  t o  some 5 4  p e r   c e n t .  Based on  loans  c o n t r a c t e d  a s  
a t  t h e  e n d  of 1981, a n d  be fo re  a n y   f u r t h e r   d e b t   r e s c h e d u l i n g   b u t  
i n c l u s i v e  of t h e   m o r a t o r i u m  i n t e r e s t  t o  be p a i d   o n   d e b t   r e s c h e d u l e d  
t h u s  f a r ,  M a d a g a s c a r ' s   d e b t  service p a y m e n t s  a r e  p r o j e c t e d  t o  r e a c h  a 
h i g h   l e v e l  o f  FMG 96 b i l l i o n  (SDR 2 4 0 . 5  m i l l i o n )   i n  1983, a n d   t h e r e a f t e r  
decrease  o n l y   g r a d u a l l y  t o  a b o u t  FMC 55 b i l l i o n  ( S D R  139 m i l l i o n )  by 
1986. 

As n o t e d   a b o v e ,   t h e   d r a m a t i c   d e t e r i o r a t i o n   i n   Y a d a g a s c a r ' s   f o r e i g n  
e x c h a n g e   p o s i t i o n   n e c e s s i t a t e d  i n  1981 t h e   r e n e g o t i a t i o n  of e x t e r n a l  
d e b t  s e r v i c e  p a y m e n t s  t o  I t s  p u b l i c   c r e d i t o r s   w i t h i n   t h e  framework o f  
the P a r i s  C l u b ,  a s  w e l l  as t o  a number of p r i v a t e  credltors, i n c l u d i n g  
s e v e r a l   b a n k s .  The J u n e  1981 P a r i s   C l u b   r e n e g o t i a t i o n   p r o v i d e d  for t h e  
r e s c h e d u l i n g  of  9 5  p e r   c e n t  of p r i n c i p a l   a n d  i n t e r e s t  d u e   b e t w e e n  
J a n u a r y  1 ,  1981 aqd  J u n e  30, 1982, f o r  85 p e r   c e n t  of t h e   o b l i g a t i o n s ,  
t h e   g r a c e   p e r l o d  was 5.3 yea r s  a n d   t h e   r e p a y m e n t   p e r i o d  9 .8  y e a r s .  
S h o r t e r   g r a c e   a n d   r e p a y m e n t   p e r i o d s  were a p p l i e d   t o   t h e   r e m a i n i n g  10 p e r  
cent of o b l i g a t l o n s .   I n   a d d i t i o n ,  a r r e a r s ,  l n c l ~ d i n g   s h o r t - t e r m  a r r e a r s ,  
o u t s t a n d i n g   i n   r e s p e c t  of d e b t   s e r v i c e   p a y m e n t s   o n   J a n u a r y  1, 1 9 8 1  were 
a l s o   r e s c h e d u l e d ,   w i t h  t h e  p r o v i s i o n   t h a t  2 5  p e r  c e n t  o f  s u c h  arrears 
b e  p a i d  b y   t h e   e n d  o f  1981 a n d  t h e  r e m a l n d e r   i n  8 e q u a l   s e m i a n n u a l  
~ n s t a l m e n t s   b e g l n n l n g   M a r c h  3 1 ,  1982.  T h e  t o t a l  amount  o f  o b l i g a t i o n s  
f a l l l n g  due  i n  1981 w h i c h  was r e s c h e d u l e d   w i t h l n   t h e   f r a m e w o r k  o f  t h e  
P a r i s   C l u b  1 s  e s t i m a t e d  a t  a b o u t  FMG 10.7 b i l l i o n   ( a b o u t  S D R  50 m i l l i o n )  
a t  t h e  e n d  of 1981. I n   a d d l t l o n ,   a n  estimated FMC 8 billion ( a b o u t  
S D R  2 5  r n l l l i o n )  O F  a r r e a r s ,   i n c l u d i n g   s h o r t - t e r m   a r r e a r s ,  were r e s c h e d u l -  
e d   a t   t h e  Par i s  Club. The t o t a l  a m o u n t  of a r r e a r s   ( I n c l u d i n g   t h o s e  t o  
p r i v a t e  c r e d i t o r s )  t h a t  was c o n s o l l d a t e d   I n   1 9 8 1 - - n e t  of r e p a y m e n t s  on 
s u c h   c o n s o l i d a t e d   a r r e a r s - - a m o u n t e d  t o  FMG 3 2 . 0  b i l l l o n  a t  t h e   e n d  of 
1 9 8 1  (SDR 95.5  m i l l i o n ) .  The m o r a t o r i u m   l n t e r e s t   o n   t h e   a b o v e   r e s c h e d u l -  
l n g s   a n d   c o n s o l l d a t i o n s   a m o u n t e d  t o  FMG 3 . 4  b i l l l o n  (SDR 10.6 r n l l l ~ o n ) .  
Thus the n e t  d e b t  r e l l e f   o b t a l n e d   r n  1981 ,  consisting o f  t h e  reschedul-  
l n g  of  p r l n c l p a l  a n d  l n t e r e s t   d u e   i n  1981 a n d  the c o n s o l i d a t l o n  of 
a r r e a r s ,  b u t   d e d u c t i n g   t h e   m o t a t o r l u r n   I n t e r e s t ,   a m o u n t e d  t o  FYC 4 5 . 3  b l l -  
l l o n  ( a b o u t  SDR 1 3 5  r n l l l l o n ) .  D u r l n g  t h e  f i r s t  half of 1 9 8 2 ,  t h e  
amount  of net d e b t  relief o b t a i n e d   t h u s   f a r  f rom t h e  1981 P a t l s   C l u b  
r e n e g o t l a t l o n   a m o u n t e d  t o  FMG 10.9 b i l l i o n  (SDR 2 8 . 7  a l l l i o n ) .  
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VI. E x c h a n u e   a n d   T r a d e   S y s t e m  - 1 /  

M a d a g e s c a r   h a s   c o n t l n u e d  t o  a p p l y   c o m p r e h e n s i v t  and r e s t r i c t i v e  
e x c h a n g e   a n d  t r a d e  r e s t r i c t i o n s .  Since t h e   p r e v i o u s  Ar t ic le  I V  c o n s u l -  
t a t i o n  a n d  t h e   m o d i f l c a t i o n s   r e p o r t e d  I n  t h e   " E x t e n s i o n  of A p p r o v a l  
o f  E x c h a n g e   R e s t r i c t i o n s "   ( E B S / 8 1 / 8 5 ,  4 / 7 / 8 1 ) ,  t h e   p r i n c i p a l   d e v e l o p -  
m e n t s   r e l a t e d  t o  t h e  change  i n   t h e   e x c h a n g e   a r r a n g e m e n t   a n d  t h e  e x c h a n g e  
r a t e ,  t h e   p e r s i s t e n c e  of e x t e r n a l  payments a r r e a r s ,  a n d  the i n t e n s i f i c a -  
t i o n  of i m p o r t   r e s t r i c t l o n s .  

1. E x c h a n g e  r a t e  s y s t e m  

Prior t o  A p r i l  2 ,  1985 t h e   M a l a g a s y   f r a n c   h a d  been pegged t o  t h e  
F r e n c h   f r a n c   a t  FMG 50 = F 1. T h e   o f f i c i a l   b u y i n g   a n d   s e l l i n g  ra tes  f o r  
t h e   F r e n c h   f r a n c  were FMC 4 9 . 7 5  and FMC 5 0 . 2 5 ,   r e s p e c t i v e l y ,  per F 1. 
E f f e c t i v e   A p r i l  2 ,  1 9 8 2   t h e   Y a l a g a s y  f r a n c  h a s   b e e n   p e g g e d  t o  a b a s k e t  
o f  s e v e r a l   c u r r e n c i e s .   T h e   v e i g h t  a s s i g n e d  t o  e a c h   c , r r e n c y   i n   t h e  
baske t  1s b a s e d  o n  t h e   d i s t r i b u t i o n  of Madagascar's trade d u r i n g  1973-80. 
T h e r e  I s  n o   s i n g l e   i n t e r v e n t i o n   c u r r e n c y ,   a l t h o u g h   t h e   m a j o r i t y  o f  t r a n s -  
a c t i o n s  take p l a c e  l n  F r e n c h   f r a n c s  and U . S .  d o l l a r s .   I n   a c c o r d a n c e  
w i t h   t h e   m o v e m e n t   i n   t h e  b a s k e t ,  t h e   C e n t r a l  Bank of M a d a g a s c a r   a d l u s t s  
t h e   M a l a g a s y   f r a n c   e x c h a n g e  r a t e s  o n  a d a i l y  basis a g a i n s t   e i g h t   c u r r e n c i e s  
w h i c h  i t  q u o t e s ,  v i z . ,  t h e   B e l g i a n   f r a n c ,   t h e   d e u t s c h e  nark ,  the F r e n c h  
f r a n c ,   t h e   I t a l i a n  l i r a ,  t h e   N e t h e r l a n d s   g u i l d e r ,   t h e   p o u n d   s t e r l i n g ,  t h e  
Swiss  f r a n c ,   a n d   t h e  U . S .  d o l l a r .  T h e   s p r e a d   b e t w e e n   t h e   o f f l c i a l   b u y l n g  
a n d   s e l l i n g  r a t e s  for t h e   e l g h t   c u r r e n c i e s   q u o t e d  by t h e  C e n t r a l   B a n k ,  
v is-3-vis  t h e   M a l a g a s y   f r a n c ,  i s  1.0 p e r   c e n t .  

On Yay 15, 1 9 8 2  t h e  M a l a g a s y   a u t h o r i t i e s   a n n o u n c e d  a d e v a l u a t i o n  o f  
t h e   Y a l a g a s y   f r a n c ,   e f f e c t i v e  May 17, 1 9 8 2 ,   b y  13.0 p e r   c e n t  i n  terms of 
the c u r r e n c y   c o m p o s i t e  to which i t  i s  p e g g e d ;   t h e   d e v a l u a t l o n   a m o u n t e d  t o  
1 5  p e r   c e n t  ~n l o c a l  c u r r e n c y   t e r m s .  The m i d d l e  r a t e  a g a i n s t  t h e  U . S .  
d o l l a r  on  ?lay 1 7 ,  1982 was FMG 3 5 0 . 9 2  = US$l.OO, a s  c o m p a r e d  with a m i d d l e  
r a t e  o f  FMG 303 .21  = US$l.OO on ?lay 14, 1 9 8 2 .   T h e   r a t e  of May 17, 1982 
r e p r e s e n t e d  a d e v a l u a t i o n  o f  13.6 p e r   c e n t   I n  U . S .  dollar terms a n d  of 
1 5 . 7   p e r   c e n t   i n  terms of l o c a l  c u r r e n c y .  

W l t h   t h e  f i r s t  q u a r t e r  of 1978  a s  a base,  t h e   n o r n l n a l   t r a d e - w e i g h t e d  
e f f e c t i v e   e x c h a n g e  r a t e  a p p r e c i a t e d   s o m e w h a t   t h r o u g h   t h e   t h i r d   q u a r t e r  
o f  1980 ( T a b l e  2 2 ) .  T h e r e a f t e r ,  ~t d e p r e c i a t e d ,   a l m o s t   w i t h o u t   t n t e r -  
r u p t l o n ,   r e f l e c t i n g  t h e  w e a k e n i n g  o f  t h e  F r e n c h  f r a n c .  4 t   t h e  e n d  o f  
1981 t h e   n o m i n a l   t r a d e - w e i g h t e d   e f f e c t i v e   e x c h a n g e   r a t e  was n e a r l y  10 p e r  
c e n t  below t h e   1 9 7 6  base  d a t e  l e v e l .  This t r e n d   c o n t l n u e d   d u r i n g  
1 9 8 2 .  By May 18, 1 9 8 2 ,   f o l l o w i n g   t h e  13.0 p e r  c e n t   d e v a l u a t i o n  of t h e  
Malagasy f r a n c   i n  terms of t h e   c u r r e n c y   c o m p o s i t e ,   t h e  n o m i n a l  d e p r e c i a t i o n  
a m o u n t e d  t o  2 2 . 7  per c e n t   c o m p a r e d   t o   t h e  base d a t e .  E Q C a U s e  exports 
a r e  l a r g e l y  d e n o m i n a t e d   i n  U.S .  d o l l a r s ,   t h e   d e p r e c i a t i o n   i n   t h e   n o m i n a l  
e x p o r t  r a t e  h a s  been much g r e a t e r  t h a n   i n   t h e   i ~ p o r t  rate. 

1/ A d e s c r i p t i o n  of Madagascar's e x c h a n g e  and t r a d e  s y s t e m  as of  D e c e m -  
b e r  3 1 ,  1980 is a l s o  i n c l u d e d  in t h e   A n n u a l  R e p o r t  on E x c h a n g e  Arrangements 
a n d   E x c h a n g e   R e s t r i c t i o n s ,  1981. 
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I n  real terns,  however  ( a f t e r  a d j u s t m e n t  for r e l a t i v e   p r i c e   c h a n g e s ) ,  
t h e   i n d e x  i m p l i e s  a n  a p p r e c i a t i o n  of  t h e   M a l a g a s y  f r a n c  h v  t h e   e n d  of 
1981   o f   abou t  19.0 p e r   c e n t   a b o v e   t h e  1978 b a s e   l e v e l ,   a n d  of 4.7 p e r  
c e n t   d u r i n g   1 9 8 1 .  It m u s t   b e   n o t e d ,   t h o u g h ,   c h a r   M a d a g a s c a r ' s   c o n s u m e r  
p r i c e  i n d e x   u s e d   t o   c a l c u l a t e   t h e  r e a l  e f f e c t i v e   e x c h a n g e   r a t e  i s  n o t  
f u l l y   r e p r e s e n t a t i v e  of p r i c e   m o v e m e n t s   i n   M a d a g a s c a r ,   s i n c e  i t  is 
b a s e d   m a i n l y   o n   c o n t r o l l e d  p r i c e s  and c o v e r s   o n l y   t h e   c a p i t a l   c i t y  o f  
A n t a n a n a r   i v o .  

2 .  E x t e r n a l   p a y m e n t s  a r r ea r s  

M a d a g a s c a r   h a s   i n c u r r e d   e x t e r n a l   p a y m e n t s  a r r ea r s  ( o t h e r   t h a n   t h o s e  
r e l a t e d  t o  d i v i d e n d   t r a n s f e r s ,   w h i c h  a re  d i s c u s s e d   b e l o w )   s i n c e   t h e   b e g i n -  
n i n g  of 1980. Such arrears  emerged f i r s t  i n  r e s p e c t  of paymen t s  for  
i m p o r t s   a n d   m i s c e l l a n e o u s   s e r v i c e s ,   a n d   s u b s e q u e n t l y   i n   r e s p e c t  of s e r v i c e  
payments  on Xadagascar's e x t e r n a l   d e b t .  By t h e   e n d  of 1980 e x t e r n a l  
payments  a r r e a r s  a m o u n t e d   t o  SDR 1 7 4 . 5  m i l l i o n ,   e q u i v a l e n t   t o   a l m o s t   o n e  
h a l f  of e x p o r t s  oi g o o d s   a n d   s e r v i c e s  Ln t h a t   y e a r .  During 1981 t h e  
s t o c k  of e x t e r n a l  a r r ea r s  was r educed   by  SDR 7 1 . 2  m i l l i o n  t o  SDR 103.3  
m i l l i o n  a t  t h e   e n d  of t h e  vear. T h e   r e d u c t i o n  was more t h a n   a c c o u n t e d  
for by c o n s o l i d a t i o n s  of a r r e a r s  i n t o   m e d i u m - t e r m   o b l i g a t i o n s ,  a t  t h e  
e x p e n s e  of increasing t h e   f u t u r e   d e b t  se rv ice  b u r d e n .  I f  n e t  ca sh  
p a y m e n t s   o n l y  a r e  c o n s i d e r e d  ( i . e . ,  cash paymen t s   and  new a c c r u a l s  o f  
a r r e a r s )   a n d   t h e   e f f e c t s  of r e s c h e d u l A n g s  a re  n o t ,  o u t s t a n d i n g   e x t e r n a l  
p a y m e n t s  a r r e a r s   o t h e r   t h a n   t h o s e   r e l a c i n g   t o   d i v i d e n d s   I n c r e a s e d  by 
SDR 3 8 . 6  m l l l l o n .  Under t h e  i m p a c t   o f   t h e   p e r s i s t e n t   f o r e i g n   e x c h a n g e  
d i f f i c u l t i e s ,   t h e   o u t s t a n d i n g   s t o c k   o f   e x t e r n a l   p a y m e n t s  a r r ea r s  rn -  
creased  f u r t h e r   d u r i n g  t h e  f i r s t  quarter  of  1982 by SDR 41.5  m i l l i o n  
t o  SDR 144.8 m l l l i o n ,  of wh ich  SDR 2 1 . 0  m i l l i o n   r e p r e s e n t e d  a r rears  
r e l a t l n p ,  t o  p a y m e n t s   o n   p r e v i o u s l y   c o n s o l i d a t e d  a r r e a r s .  

I n  a d d i t l o n ,  a r r e a r s  i n   r e s p e c t  of d l v i c i e n d   t r a n s f e r s  have e x i s t e d  
since a b o u t  1973.  As a t  t h e   e n d  of 1980 a r r e a r s  r e l a t i n g   t o   d i v i d e n d  
t r a n s f e r s   a m o u n t e d   t o  FMG 3.35 b i l l i o n  ( S D R  11.6 m i l l i o n ) .  During 1S81 
r r a n s f e r s  of d l v l d e n d s   a m o u n t e d  t o  FMG 0.7 b i l l i o n .   H o w e v e r ,  s i n c e  a b o u t  
t h e   b e g l n n i n g  of 1981 t h e   C e n t r a l  Bank h a s  d i s c o n t i n u e d   p r o c e s s i n g  
a p p l l c a t l o n s  for t h e   t r a n s f e r  of d i v l d e n d s   s u b m i t t e d  t o  i t ,  ~n t h e  
k n o w l e d g e   t h a t   t h e   s h o r t a g e  of f o r e i g n   e x c h a n g e   w o u l d ,   i n  a n y  e v e n t ,  
p r e v e n t   t h e   r e m i t t a n c e  of  s u c h   d l v i d e n d s .  As a r e s u l t ,  it h a s   n o t   b e e n  
p o s s l b l e  t o  d e t e r m i n e   t h e   a m o u n t  of bona f l d e  d i v i d e n d s   o u t s t a n d i n g  for 
w h i c h   t h e   t r a n s f e r  of  f o ~ e l g n  exchange  is i n   a r r e a r s .   D u r i n g  1981 
u n p r o c e s s e d   a p p l i c a t l o n s  ( n o t  ali of which n e c e s s a r i l y   c o n s t i t u t e   b o n a  
f l d e  d i v i d e n d s   e l l g i b l e   f o r   t r a n s f e r )   a c c u m u l a t e d  i n  t h e   C e n t r a l  Bank 
Increased by FYG 2 . 3  b l l l l o n .  

3 .  I m p o r t s  a n d  l m p o r t  payments  

I m p o r t e r s   r e q u l r e   t h e   a p p r o v a l  of  t h e  Mlnlstry o f  Economy  and CL-zt1tr r c e  L/  
b e f o r e  b e i n g  p e r m i t t e d  t o  e n g a g e  i n  import a c t l v l t l e s .  T h e r e  a r e   t h r e e  
c a t e g o r l e s  of I m p o r t e r s -  ( i )  state e n t e r p r i s e s   a n d   e n t e r p r i s e s  I n  which  

- 1/ S l n c e   J a n u a r y  1 9 8 2  M i n i s t r y  o f  I n d u s t r y   a n d  Commerce. 



Table 2 2 .  Madagascar: Ind ices  of E f f e c t i v e   E x c h a n g e   R a t e s ,  1976-82 
(In foreign currencv terms, lee., u n i t s  of f o r e i g n   c u r r e n c y  per FMC) I I /  

Nominal R e a l  2 1  
Import Export Trade I m p o r t  Export Trade 

1976 44 101.7 98.7 100. 106 6 102.3 1 0 4 . 7  

98.5 
98.6 
98.5 
99.1 

1977 Q1 
42 
Q3 
4 4  

101 4 
101.3 
101.1 
100.2 

100.1 
100.1 
100.0 
99.7 

1U5.6 
100.9 
98.3 

100.2 

101.4  
97.6 
95.6 
99.2 

103.7 
99.4 
97.1 
99.8 

1978 Q1 
42 
43 
44 

100.0 
100.3 
99.7 

100.6 

100.0 
101.2 
102.3 
104. 3 

100.0 
100.7 
100.8 
102.2 

LOO . 0 
98.5 
96.5 

101.9 

100.0 
99.4 
99.1 

105.7 

LOO. 0 
98.9 
97.6 

103.6 

1979 Q1 
Q2 
43 
Qb 

102.9 
103 -0 
105.7 
107.7 

100.5 
100.5 
101.5 
102.8 

101.6 
101.6 
103.4 
105 .O 

102.8 
101.8 
105.9 
107 .O 

105.3 
104.1 
110.1 
112 .1  

103.9 
102.6 
107.8 
109.3 

1980 Q1 
42 
43 
c 4  

101 . 1 
101 5 
100.6 

98.6 

101 7 
105.9 
104 1 
99.7 

101 m4 
103.4 
102 1 
99.1 

106 6 
105.6 
108 3 
112.9 

107 5 
110.1 
1 1 2  -6 
114.9 

107.0 
107.6 
110.2 
113.8 

1981 Q1 
42 
43 
44 

97 .O 
94.9 
96.1 
93.6 

94.8 
87 .8  
88.8 
8 6 . 5  

96.0 
91.5 
93.1 
90.4 

1 1 6 . 2  
121 .8  
121.6 
122.3 

114.3 
114.1 
113.9 
115.2 

115.4 
118.0 
118.5 
119.1 

1982 3 / 3 1  
4/ 30 

93 .O 8 3 . 1  8 8 . 2  
87.5 

Source: C a l c u l a t i o n s  made by the staff. 

- 1/ Decline  indicates  depreciation  and increase Indicates  appreciation. 
2 /  Nominal e f f e c t i v e  exchange  rate  adjusted by relative CPL, using officlal 

CPY i n d e x  f o r  Antananarivo. 



t h e   r ; t a t e   h o l d s  a m a j o r i t y   p a r r i c i p a t i o n ,  ( i i )  i n d u s t r i a l ,   a g r i c u l t u r a l ,  
a n d   m i r i n g   e n t e r p r t s e s   i m p o r t i n g  spare p a r t s ,  i n t e r m e d i a t e   g o o d s ,   a n d  
m a c h i n , = r y   f o r   t h e i r  o m  p r o d u c t i o n ,   a n d   ( i l l )   s p e c i a l i z e d  e n t e r p r i s e s  
( e i : + e r   p u b l i c  01 p r i v a t e )   w h i c h   i m p o r t   f o r  r e s a l e  i n  t h e   d o m e s t i c   m a r k e t .  

I m p o r t s  are  g r o u p e d   I n t o   t h o s e   a u t h o r l r e d   w i t h i n   t h e  framework of 
t h e   a n n u a l   i m p o r t   p r o g r a m   a n d   t h o s e   w h i c h  are p r o h l b i t e d .   T h e   l a t t e r  a r e  
l i s t e d   u n d e r  some 5 4 5  t , r i f f   h e a d i n g s  or s e c t i o n s   t h e r e o f ;  t h e  items 
c o n s i s t   m a i n l y  of f o o d s t u f f s ,   p r e p a r e d  f o o d ,  a n d   o t h e r   c o n s u m e r  goods. 
The o v e r a l l  v a l u e  of r h e   i m p o r t   p r o g r a m  is d e t e r m i n e d   b e t w e e n   t h e   M i n i s t r y  
of  Economy  and  Commerce, t h e   M i n i s t r y  of F i n a n c e ,   a n d   t h e   C e n t r a l   B a n k ,  
so as t o   t a k e   i n t o   a c c o u n t  t h e  d o m e s t i c   n e e d s  of t h e   e c o n o m y   a n d   t h e  
b a l a n c e  of p a y m e n t s   c o n l l d e r a t i o n s ,   Q u o t a s  are t h e n   a l l o c a t e d   t o   i m p o r t e r s  
w i t h i n   t h e   o v e r a l l  limit of t h e   i m p o r t  program. 

Due t o   t h e   s e v e r e   f o r e i g n   e x c h a n g e   c o n s t r a i n t s ,  i t  h a d   n o t   b e e n  
p o s s i b l e  i n  1 9 8 1   t o   a d h e r e   t o   t h e   s y s t e m  of a n   a n n u a l   i m p o r t   p r o y r a m .  
B e g i n n i n g  in Augus t   1981  an a d   h o c   c o m m i t t e e   c o n s i s t i n g   o f   r e p r e s e n t a t i v e s  
of t h e  Y i n i s t r y  of  Economy and Commerce, t h e   Y i n i s t r y  of F i n a n c e ,   t h e  
C e n t r a l   B a n k ,   a n d  t h e  c o m m e r c i a l   b a n k s   h a s   b e e n   m e e t i n g   o n  a w e e k l y   b a s i s ,  
its t a s k  i s  t o   a d m i n i s t e r  the l i m i t e d   a v a i l a b l e   f o r e i g n   e x c h a n g e   t h r o u g h  
m o n t h l y   f o r e i g n   e x c h a n g e   " b u d g e t s . "   E s s e n t i a l   i m p o r t s  a r e  b e i n g   a u t h o r i z e d  
w i t h i n   t h e  l imits  of t h e s e   b u d g e t s .   D u r i n g   t h e   f l r s t   h a l f  of 1982 
i m p o r t s   c o n t l n u e d  t o  b e   l i c e n s e d  i n  t h i s  m.?nner. For t h e   y e a r  a s  a 
v h o l e ,   a n   i m p o r t   p r o g r a m  has b e e n   p r e p a r e d   v i t h l n  t h e  o v e r a l l   f i n a n c i a l  
s t a b i l i z a t i o n   p r o g r a m   t o   p r o v i d e  € o r  an I n c r e a s e  i n  t h e  vo lume   o f   a round  
9 p e r   c e n t ,  so a s  t o  p e r m i t   a n   i m p r o v e m e n t  i n  t h e  l e v e l  of economic  
a c t l v i t y  i n  t h e   s e c o n d   h a l f  of  t h e  year .  As n o t e d   a b o v e ,   s i n c e   1 9 8 0  
a r r e a r s  in r e s p e c t  of paymen t s  f o r  i m p o r t s  have  e m e r g e d   a n d   h a v e   p e r s i s t e d  
s i n c e   t h e n .  

4 .  E x p g r t s  

No c h a n g e s   h a v e   t a k e n   p l a c e  i n  t h e   r e g u l a t l o n s   g o v e r n l n g   e x p o r t s  
s i n c e   t h e   p r e v l o u s   A r t i c l e  IV c o n s u l t a t i o n .  A l l  e x p o r t s  require a n  
e x p o r t  permit i s s u e d  by t h e   D i r e c t o r a t e  o f  E v t e r n a l   T r a d e .  For t b e  m a i n  
e x p o r t   c r o p s ,   t h e   e x p o r t   p e r m i t  i s  i s s u e d  by t h e   a p p r o p r i a t e   c o m m o d i t y  
s t a b i l i z a t i o n  o f f i c e .  F o r e i g n   e x c h a n g e   p r o c e e d s  from e x p o r t s  must b e  
s u r r e n d e r e d  n o t  l a t e r   t h a n   o n e   m o n t h   a f t e r   a r r i v a l  o f  t h e   g o o d s  a t  t h e i r  
d e s t i n a c i o n .   T h e   g o v e r n m e n t - o w n e d   t r a d i n g  f ~ m s  (ROSO, SICE, S T N P A ,  
SONACO, SOMACODIS) h a v e  a a o n o p o l y   o v e r  e x p o r c s  of  c e r t a r n   i m p o r t a n t  
!:.rport c r o p s ,   s u c h  a s  c o f f e e ,   c l o v e s ,  p e p p e r ,  and b u t t e r  bean.;. 

Y o s t  payments for l n v ~ s l b l e s  r e q u ~ r e  t r l e  cr1r)r  3 p p r o v a l  o f  t h e  Hln ls t r , '  
of k, ' lance  and Planning. For c e - t a ~ n  r r d n s d c t l c J 1 5 ,  t h e  a p p r o v a l   d u t h o r l t y  
,)as Seen d e l e g a t e d   t o   a u t + o r l z e d   b a n k s .  Spzclfled l1.nlts a p p l y   o n   t h e  
s a l t !  o f  f o r e i g n   e x c h a n g e   f o r  d number o f  c d t e g o r r e s  o f  c u r r e n t   ~ n v l s l b l e s .  
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The a n n u a l  limit on tour i s t  t rave l  by r e r i d c n t s  i s  e q u i v a l e n t   t o  FMC 100,000 
p e r  t raveler  (FMC 50,000 f o r  a c h i l d   u n d e r  ten years of a g e ) .  For b u s t n e s s  
t r ave l ,  f o r e i g n   e x c h a n g e  m y  be purchased   up  t o  a d a l l y  limit of  FMG 10,000 
per p e r s o n ,   s u b j e c t  to a maximum of FMC 300,000 per annum. Authorized 
banks may n o t  sell f o r e i g n   b a n k n o t e s  i n  e x c e s s  of t h e   e q u i v a l e n t  of  FPIG 
20,000 per person  per t r i p   f o r   t o u r i s t   o r   b u s i n e s s   t r a v e l .   T h e r e   a r e  a l s o  
b a s i c  limits f o r   e d u c a t i o n a l   e x p e n s e s   a n d   c e r t a i n   o t h e r   c u r r e n t   i n v i s i b l e s .  
AppliCatiOnE f o r  t h e  sa le  of f o r e i g n   e x c h a n g e  f o r  o t h e r   c a t c ! g o r f e e  of 
i n v i s i b l e s  a r e  c o n s i d e r e d  by t h e   M i n i s t r y  of F i n a n c e   a n d   P l A n n i n g   a t  i t s  
d i s c r e t i o n .  

Foreigners working i n  Madagaecar a re  a l l o w e d  t o  t r a n s f e r   t h e   s a v i n g s  
from wages  and s a l a r i e s  e a r n e d ,   u p o n   p r e s e n t a t i o n  of t h e   w o r k   c o n t r a c t  
a n d   e m p l o y m e n t   p e r m i t ,   p r o v f d e d   t h e   t r a n s f e r  takes p l a c e   w i t h i n   t h r e e  
months of  t h e   p a y   p e r i o d .  The amoun t s   a l l owed  are up t o  2 5  p e r  cent o f  
t h e   n e t  salary for  b a c h e l o r s   a n d   p e r s o n s  who h a v e   t h e i r   f a m i l i e s  w i t h  
them,  and  up t o  4 5  p e r  cent for t h o b e   w h o s e   f a m i l i e s   l i v e   o u t s i d e  
M a d a g a s c a r ,   s u b j e c t  t o  a maximum of FMG 300,000 p e r   p e r s o n   p e r   m o n t h .  

F o r e i g n e r s  of a n o n r e s i d e n t   s t a t u s  are e n t i t l e d  t o  r e c e i v e   d i v i d e n d s  
i n  f u l l  when d i s t r i b u t e d  by i n d u s t r i a l   e n t e r p r i s e s   a n d   u p   t o  7 5  p e r   c e n t  
when d i s t r i b u t e d  by o t h e r   f i r m s .   A d m i n i s t r a t i v e   p r o c e d u r e s   g o v e r n i n g   t h e  
a p p r o v a l   a n d   t r a n s f e r  of d i v i d e n d s   r e q u i r e   t h a t   a p p l i c a t i o n s   f o r   s u c h  
t r a n s f e r s   b e   p r e s e n t e d   t h r o u g h   c o m m e r c i a l  banks t o  the C e n t r a l  Bank. 
A p p l i c a t i o n s   w h i c h   h a v e   b e e n   a p p r o v e d  by t h e   C e n t r a l  Bank are forwarded  
t o   t h e   M i n i s t r y  of Finance f a r  a p p r o v a l  of t h e   r e m i t t a n c e   o f   t h e  cor- 
r e s p o n d i n g   f o r e i g n   e x c h a n g e .   T h e   a p p l i c a t i o n  i s  t h e n   r e t u r n e d   t o   t h e  
C e n t r a l  Bank for  r e m i t t a n c e  of f o r e i g n   e x c h a n g e .   A p p l i c a t i o n s  a re  v e r i -  
f i ed  t o   d e t e r m i n e   w h e t h e r   t h e   a m o u n t s   c o n s t i t u t e   b o n a   f i d e   d i v i d e n d s ;  
th is  r s q u i r s s   t h e   p r e s e n t a t i o n  of p r o o f   t h a t   a m o u n t s   t o  be t r a n s f e r r e d  
a r e   c o m p a t i b l e  w i t h  t h e   c a s h  flow r e q u i r e m e n t s  of t h e  company  and 
t h a t  t a x   o b l i g a t i o n s   h a v e  been met. 

As d e s c r i b e d   a b o v e ,  arrears o n  payments for i n v i s i b l e s   o t h e r   t h a n  
d i v i d e n d s   h a v e   e m e r g e d   s i n c e  1980 and have p e r s i s t e d   s l n c e   t h e n ,   w h i l e  
arrears i n   r e s p e c t  of d i v i d e n d   t r a n s f e r s   h a v e  exis ted  for almost a d e c a d e .  
M o r e o v e r ,   w h i l e   t h e r e   h a v e   b e e n   n o   l e g a l   c h a n g e s   i n   t h e   r e g u l a t i o n s  
g o v e r n i n g   t h e  sale o f   f o r e i g n   e x c h a n g e  f o r  payments  f o r  i n v i s i b l e s ,  
" d e   f a c t o  delays h a v e   d e v e l o p e d   i n   a p p r w l n g  sales f o r  v i r t u a l l y  all 
i n v i s i b l e   p a y m e n t s ,   i n  part icular  for t o u r i s t   t r a v e l  abroad. 



APPEND I X 

6 3  - 

Table I. Madagancat: Gross Domestic Product and 
Use of Resources, 1970-02 

( I n  billion8 of Halagsry francs a t  1970 p r i c e s )  

1978 19 79 1980 - 1981 1 9 8 2  
Eat 
- 
Pro j 

Agriculture 

Industry 

Services 

Of which: p u b l i c  sector 

Import taxes  

Cross domestic product 

Rate of increase 
( i n  pet cent )  

Net imports of  goods and 
nonfactor  s e r v i c e s  

Tot a1 resources 

Rate of increase 
( i n  per c e n t )  

Private consumption 

Publf c consumption 

Gross investment 

7 1  

50 

119 

(37) 

9 

2 49 

-2 e 6  

- 10 
2 39 

- 2 . 4  

16 1 

50 

28 

76 

57 

130 

(40) 

10 

2 7 3  

9 . 8  

7 

2 80 

17.2 

1 7 7  

5 7  

46 

78 7 7  

5 5  4 2  

1 3 2  1 2  4 

( 4 2 )  (42) 

10 7 

2 7 5  2 50 

0.8 -9 .2  

8 -3 

283 247 

1 .1  -12.7 

17 9 16 4 

60 5 1  

44  3 2  

76 

4 4  

1 2 5  

( 4 3 )  

7 

2 5 2  

0.9 

-2 

2 50 

1.2 

166 

53  

31 

Sources: Data provided by t h e  Malagasy authorities; and staff 
estimates. 
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Table  KI. I (rdr#aacar- Roducrloa  and Area C u l c l v r t e d  

of R t n c l p r l  CropB. 1978-81 

1978  1979 1960 1961 1/ 

Food crop, 

Paddy 
Produr t i o n  
A t  em 
Y i e l d  

uanloc 
P r o d u c t  ion 
Arm. 
Y i e l d  

mire 
P r o d u c r l o a  

Y i e l d  
Ar8. 

C a a h  crop. 

C o f  f oc 
P r o d u c t i o n  (erren) 
Area 
Y i e l d  

Clov8n 
P r o d u c t i o n  
A r c &  
Y i e l d  

V o n i l l r  
Production ( g r e e n )  
Aver 
Yiald 

SUg8rC8nc 
P r o d u c t i o n  
Area 
Yield 

S i s a l  
Roduc t i o n  
A r c 8  
Y i e l d  

Peppsr 
Produc t ioo  
Arb8 
Yie ld  

Cot   ton  
P r o d u c t   i o n  
Area 
Yield  

Groundnuen 
P r o d u c t i o n  
A r c r  
Y i e l d  

1 , 9 2 2  
1,133 

1 . 7 0  

1 ,594  
273 

5-83 

11s 
I22 

0 . 9 4  

78.2 
2 2 6  

0 .35  

12 .e 
69  .O 
0.19 

4.8 
22 -6  
0.21 

1.375 
33.6 
40.9 

LS.9 . .. ... 
2.9 
5.3 

0.41 

33.1 
22.2 
1.49 

34 .O 
3 8 . 3  
0 . 8 9  

2,139 
1.163 

1.84 

1 . 569 
264 

5.19 

116 
116 

1.00 

81 - 6  
2 U  

0.30 

4 . 2  
69.9 
0.06 

2.3 
2 3 - 1  
0.10 

1.444 
36 .L 
39.7 

18 .O ... 
I .. 
2.5 
5.4 

6.4b 

3 6 . 5  
17.9 
1 .70  

a 0 2  
40.2 
1 .oo 

2,110 
1 ,199  
1.81 

1.692 
277 

6 .  L 1  

12 7 
L2I 

0.99 

79.9 
2 17 

0 . 3 1  

12.3 
7 2 . 0  
0.17 

2.6 
25.7 
0.10 

1.641 
4 0 -  2 
35.9 

13 .: ... 
I I. 

2.8 
5.9 

0 .  47 

23.2 
1 7  .O 
1.37 

38 9 
41.9 
0.93 

1,999 
1.163 

1.72  

1,745 
29 7 

5.87 

126 
126 

1 .m 

7 9 . 3  
2 19 

0.36 

11.1 
7 3 . 9  
0.15 

3.1 
21.6 
0.11 

1 , 4 2 7  
41.4 
34.4 

13.7  ... .. 
2 .a 
5.9 

0.47  

30.1 
18.7 
1 - 6 1  

30.5 
33.5 
0.91 
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Table  IV. Madagascar: L i v e s t o c k  Population and Slaughtorings, 1977-81 

(In t h o u s a n d s )  

Cattle Pigs Sheep Goats 

Livestock p o p u l a t i o n  

1977 

1978 

1979 

19 80 

1981 estimate 

Slaughterings - 1/ 

1977 

1978 

19 79  

19 80  

1981 estimate 

6 , 5 3 9  

6 ,797  

6 , 7 9 3  

7 ,217  

7 , 3 0 0  

51 5 

6 5 6  

5 58 

597  

610 

5 1 2  1,008 

488 1,089 

530 1 , 1 6 1  

598 1 , 3 4 2  

6 10 1 , 4 2 0  

235 90 7 10 

2 6 7  8 3  8 16 

2 60  7 5  7 18 

261 6 3  ... ... 
180 49 e . .  ... 

Source Data p r o v i d e d  by the Malagasy authorrties ( Y i n i s t r y  o f  Rural 
Development and Agrarian Reform). 

- 1/ Excludes slaughterlngs nct subJect to o f f i c i a l  health c o n t r o l s .  
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T a b l e  V. Madagascar: Fish C a t c h  Marketed, 1977-81 

( I n  t o n s )  

19 77 19 78 1979  1980  198 1 
Pr ov . E s t .  

- 
~~ ~~ ~ ~ ~ ~~- 

S a l t  w a t e r  fish 8,460 9,780 10,400 11,000 ... 
Shr imp 5 , 8 6 0  5 , 0 5 0  4,375 5 , 3 6 5  5 , 5 0 0  

Crabs 6 2 0  7 5 0  3 30 485  5 30 

Fresh water f i s h  3 6 , 1 3 5  33,000 35,000 40,000 41,000 

Source .  Data p r o v i d e d  by t h e  H a l a g a s y   a u t h o r i t i e s  ( M i n i s t r y  of 
R u r a l  Development  and Agrarian Reform).  
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Table  VI. Madagascar: Production and Export of Minerals ,  1977-81 

(In metric tons) 

1977 1978 1979 1980 1981 
E s t .  
- 

Product i o n  

Chromite  164,781  119,253 121,594 171,273  91,051 

Graphite 15,706 16,036 12,242 12,243 13,335 

Mica 1,498 1,566 1,168 1,642 610 

Exports 

Chromite  119,069  144,700  109,100 134 , 500 67,200 

Graphite 16,072 16,900 14 , 600 11,500 16 , 400 

Mica 1,661 1,300 1,205 1,148 909 

Source: Data p r o v i d e d  by the Malagasy authorities. 
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Table VII. Madagascar: Production and  Consumption of Electric Power, 1/  1977-81 - 
(In  millions of kwh) 

1977 19 78  1979  19 80 1981 
Est. 
- 

Produc t i o n  

Hydroelectric 

27 1 28 3 3 13 3 36 337 

18 1 116 118  148  154 

- - - - - 

The mal 90 16 7 19 5 188  183 

Consumption 

Public lighting 

236  245 279  2 96 307 

9 10 10 10 9 

- - " - - 

Households  58  62 68 74 81 

Other  169 173 20 1 212  217 

Source.  Data  provided by the Malagasy authorities. 

1/ Electric power generated by JIRAMA, i . e . ,  excluding electriclty 
geyerated f o r  self-consumption. 
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Table VIII.  Madaga8car:  Production of Selected 
Manufactured Goods, 1978-81 

Uni t 
1978 1979 1900 1981 - 

Est 

Food  processing 

Cattle  slaughtered for 
processing Thousand head 90.1 101.9 75.3  71.S 

Pigs slaughtered for 
processing Thousand head 17.0 15.4 11.2 11.5 

Sugar Thousand tons 115.6 109.3 109.0 107.0 
Edible o i l s  Thousand tons 4.4 3 . 8  4.0 2.7 
Beer Thousand hl. 257.0  283.8 318.2 210.5 

Textiles and clothinq 

Cotton fabric 
Sacks  
Blankets 

Thousand meters 7 8 . 2  83.3 79.2 7 4 . 0  
Thousand tons  2 .a 3 . 3  3 .4  2.4  
Thousand tons 1.8 2.0 2.1 1.9 

Construction  materials 

Cement Thousand  tons 66.0  63.1 60.1 38.5 

Chemicals 

Soap 
Matches 
Candles 

Thousand tons 16.6 19.3 18.0 10.7 
Million boxes 68 .9  53.7 46.0 19.7 
Thousand tons 4 . 3  4.6 4.6 4.9 

Metal uorking 

Corrugated sheet metal Thousand tons 9 . 3  15.4 11.5  1.6 
Na i 1s Thousand  tons 0.8 0 .8  0.9 0 . 5  

Paper 

Paper pulp 
Pa pe r 

Leather 

Thousand tons 12.7 13.1 12.1 9.3 
Thousand tons 8 . 9  9 . 1  8.4 8.4 

Shoes  Thousand p a i r s  2 . 6  3.2 3.0 0 . .  

Source: Data provided by the Malagasy authorities  (National Institute 
of Statistics and  Economic Research). 



1979 1980 1981  1982 
Prorlmional L m c i u t o  

Current b u d w e a r y  rev om^ 
T a r  r a v o n u l  
N o n t u  revenue  

Current budaetary mrpmndlturm 
S a l r r l e m  and wraes 
Interemt  on p u b l L c  d e b t  

Oc he r 
OE * i c h  e = t e r n r l   d e b t  

C u r r e n t   b u d a e t a r y   d a f l c i t  

Bud@mtary c a p i t a l  expraditure 
O f  which. re8errred fund8 

I k f e r r m d   p a m n t m  

PWUP recelptm 

FWUP r r m n d i t  urmm 
C a p i t a l   e r p e n d i t u r 8  
S u b s i d l e 8  

Other  c u r r e n t  
Of which r ice  r u b s i d l e s  

C e n t r a l  bank c x p r n d l t u r a   f o r  
r i c e  imporcm ( a o c )  

B e c e i  pr s 
h p e n d i t u r e s  

S p a c i a l  Treamury account8 ( n e t )  
A d v m n c m m .  p r r t i c i p a t i o n m  
On-land1 n- 
Ocher 

Crancm and c m d i t y  aid ( n e t )  A/ 
T o r r 1  r e c e i p t  s 

Total e x p e n d i t u r e  

Current 

O f  which r i c e  rubmidiem 

C a p i t a l   ( i u c l u d i p l  on-lending)  

Ovctrll 8ovetrmmnc def l c i t  

Financing 

F o r e i g n  ( n e t )  
Dravln8m 

Of vhich  
f o r e i g n  financing of budgct-  
a r y  cmpltal e x p e n d i t u r e  

Aaorti z a t l o n  

D c m e m t  i e  ( n e t  ) 
Banking s y s t e m  

Ctncrrl Bank 
Mvmacem 
Depomitm 

U a t l o n r l  banks A/ 
Nonbank sector 
O c h e r  

90.7  
86 -0 

4.7  

-97.7 
- 5 0 . 8  
-1 99 

( - 1 . 5 )  
4 3 . 0  

-7 .O 

-56 - 4 
(-10.5) 

-12 9 7 

19.3 

-10.0 
- 5 . 7  
- 2 . 4  

( - 2 . 0 )  
-1.9 

- 7 . 5  
6.5 

-16.0 

-6 .9 
-11 - 9  

-9 .3  
16 - 3  

-0 .7  

110.0 

-189.9 

-118 - 5 

( -9 .9 )  

- 7 1 . 4  

-79.9 

79.9 

3 5 . 3  
36-8 

( 2 7 . 4 )  

-1 - 5  

84.6 
41 9 
4 2 . 1  
5 1 . 8  
- 9 . 7  
- 0 . 2  
1 9  
0 . 8  

100.4 
97.2  

3.2 

-112.9 
-60. 9 

-4 -0  
(-2 - 8 )  
4 8 . 0  

-12.5 

-74.4 
(-17 4) 

-12 9 9 

15.6 

- 3 0 .  3 
-18 9 1 

- 5  -0 
(-9.0) 
-7 .2 

4.1 
8 -  3 

-12 . 6 

-7.9 
" 0 . 3  

-15.2 
11.6 

-0.3 

116.0 

-242 .8 

-135. 1 

( - 9  1) 

-107.7 

-l26.8 

126.8 

47 .9  
5 0 . 4  

( 2 9 . 9 )  

-2 .5  

78.9 
7 0 . 2  

7 3 . 7  
1 1 . 9  
- 7 . 4  

2 2  
- 1 . 5  

85.6 

104 3 
100.2 

4 . 1  

-112.2 
4 8 . 6  
-6 - 7  

( 4 . 5 )  
-36 .9  

-7 .9 

4 2  -1 
(-1s 7 )  

-14 6 

15.2 

-18.0 
-7 .O 
-8 .6 
(-5.1) 

-2 -6  

-5 .o 
11 e 6  

-16 - 6  

-22 - 6  
-6.1 

-22 .o 
5 . 5  

- 0 . 3  

119 .5  

-234 .8  

-143.7 

(-10. I) 

-91.1 

-115.3 

115.3 

5 5 . 6  
6 4 . 3  

( 2 5 . 2 )  

- 8 . 7  

5 9 . 7  
5 7 . 0  
46 3 
5 8 . 3  

-12 0 
11 .s 

2.7 
-0 .8  

U7.6 
124.5 

3.1 

-134.1 
- 7 7 . 4  

-9.7 
(-9.3) 
4 7  .O 

26.6 

-6.9 

-3 .7 
( - 1 . 5 )  

-3.2 

- 

0.8 
3 0 . 3  

-29.5 

- 2 5 7 . 8  

-158.0 

(-0.7 ) 

-99 .8  

- 100.3  

100- 3 

60. G 
75-  1 

(63.1) 

-14 .7  

39.9 
3 5 . 0  .. 
... 
4 . 9  
" 

( C o n t i n u e d )  
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Table I X .  Madagascar: O v e r a l l   G o v e r n m e n t   o p e r a t i o n s ,   1 9 7 9 - 8 2   ( c o n c l u d e d )  

(In b i l l i o n s  of Malagasy francs) 

P r o v i s i o n a l  - Estimate 
1979 1980 1981 1982  

Addendum: 

O v e r a l l   d e f i c i t  as per c e n t  
of GD? 13.4 18.4  14.7 9.4 

B u d g e t a r y   c a p i t a l   e x p e n d i t u r e  
as p e r   c e n t  of CDP 9 . 5  10.8 7.9 6 . 6  

T o t a l   c a p i t a l   e x p e n d i t u r e  as 
p e r   c e n t  of GDP 1 2  .o 15.6 11 - 6  9.3 

Wages and s a l a r i e s  as p e r  cent 
of c u r r e n t  b u d g e t a r y   e x p e n d i -  
t u r e  5 2  -0 53 .9 61.1 5 7 . 7  

F o r e i g n   f i n a n c i n g  a s  p e r  cent of 
b u d g e t a r y  c a p i t a l  e x p e n d i t u r e  4 8 . 6  40.2 40.6 60.9 

T o t a l  rece lp ts  as p e r   c e n t  of GDP 18 .5  16.8 15.2  14.7 

T o t a l   e x p e n d i t u r e s  a s  per  c e n t  
of GDP 31.8 35.2 29.9 24.1 

S o u r c e   D a t a   p r o v i d e d  by t h e   M a l a g a s y   a u t h o r i t i e s .  

- 1/ I n c l u d e s  t h e  optional t r a n c h e  
2 /  I n c l u d e s  FMG 8.0 b i l l i o n  of b u d g e t a r y   a l l o c a t i o n   e a r m a r k e d  t o  payment 

3 /  I n c l u d e s  n e t  receipts of grants  a n d   c o m m o d i t y   a i d ,   e x c l u d i n g  r i c e ,  a n d  

4 /  Differs from d a t a   i n   m o n e t a r y  surqey i n  t h a t   a d v a n c e s  t o  c o n t r a c t o r s  in 

o f a r r e a r s  t o  s t a t e  e n t e r p r i s e s .  

local e x p e n d i t u r e s   f i n a n c e d  by t h i s   a i d .  

c o n n e c t i o n   w i t h   g o v e r n m e n t   p r o j e c t s  are n o t   i n c l u d e d .  
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T a b l e  X. M a d a g a s c a r :   B u d g e t a r y   C a p i t a l   E x p e n d i t u r e ,  1982 - 1/ 

R e v i s e d  
Budge t 2/ b u d g e t  ?/ Estimate 3 /  - 

( I n   b i l l i o n s   o f   M a l a u a s y   f r a n c s )  

P u b l i c   a d m i n i s t r a t i o n  11.1 2.3 2.3 

E c o n o m i c   s e r v i c e s   2 1 . 3  45 .0  50.5 
Of w h i c h :   a g r i c u l t u r e  (7.3) (18.1) (20.3) 

p u b l i c   c o n s t r u c t i o n  ( 1 0 . 5 )  ( 1 7 . 5 )   ( 1 9 . 6 )  

S o c i a l   s e r v i c e s  8.6 2 . 5  2 . 8  
O f  w h i c h :   n a t i o n a l   e d u c a t i o n  ( 4 . 5 )  ( 1 - 2 )  ' 1 . 4 )  

h e a l t h  s e r v i c e s  ( 3 . 2 )  ( 0 . 6 )  (0.6) 

Total 41  .O 49.8 5 5 . 8  

F i n a n c i n g   4 1  .O 49.8 55.8 

Domestic 
F o r e i g n  

31.5 15 .3  15 .O 
9.5 3 5 . 5  40 .8  

( I n  p e r  c e n t )  

P u b l i c   a d m l n i s t r a t i o n  27.1 4.6 4.5 

Economic services  5 1  a 9  9 0 . 4  90 .5  
Of w h i c h   a g r i c u l t u r e  (17.8) ( 3 6 . 4 )  (36.4) 

p u b l i c   c o n s t r u c t i o n  ( 2 5 . 6 )  (35.1) ( 3 5 . 1 )  

S o c i a l  s e r v i c e s  21 .o 5 .O 5.0 
Of w h i c h :   n a t l o n a l   e d u c a t i o n  ( 11 .O) (2.4) (2.5) 

h e a l t h  services ( 7 . 8 )  ( 1 . 2 )  (1.1) 

T o t a l  100.0 100.0 100.0 

F i n a n c i n g  100 .c) '00.0 100.0 

Domes tic 
Foreign 

76.8 2 8 . 7  26.9 
23.2 71.3 73.1 

S o u r c e s .  Data p r o v l d e d  by the Yalagasy a u t h o r i t i e s ;  and s t a f f  es t imates .  
- 1/ D o e s   n o t   i n c l u d e   r e s e r v e d  f u n d s .  
- 2 /  As o r i g i n a l l y   a p p r o v e d   i n  December   1981.  
3 /  I n c o r p o r a t e s   c h a n g e s   i n   t h e  1982  l n v e s t r n e n t  p r o g r a m  a n d   i n c l u d e s   t h e  

optional t r a n c h e .  
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Table XI. Madagascar: On-lending,  1979-82 

( I n  b i l l i o n s  of Malagasy f r a n c s )  

1979 1980 
Eatimatcs 

1981  1982 

Economic s e r v i c e s  8 . 6  1 5 . 2  2 2 . 0  29.0 
A g r i c u l t u r e  0 . 7  2 .9  3 . 7  10.1 
E l e c t r i c i t y  and water 6 . 1  7.4 9.6 7.4 
Transport 0 . 6  2 . 5  3 . 3  1 . 3  
Indus t ry 1.2 2 . 4  5 .4  10.2 

Other 0.7 " 
" " 

Total 9 . 3   1 5 . 2  22 b o  29.0 

Source: Data provided by t h e  Y a l a g a s y   a u t h o r i t i e s .  
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0: which: 
f i n a n c l n 8  relaced t o  

markrclng of r ice  
ordinary 4dV8nCa8 

On- ltnding 

O f  which; 
short-term r e d l r c w n t ~  
m e d i u e c e r m  rediscounts 

Reserve aoncy 

Currency gutrlae banks 
Currency In bhnks 
Bankers' d c p a a l t r  

Government deposits 

Foreign  Liabl i i t fer  

Long-term foreign l i ab i l i t i e s  

Counterpart funds 

Other icema (Ret) 

Lb.33 

1 6 - 8 9  

(18.57) 
( 2 3 . 9 5 )  

1 . ' ~  

c 

1.00 

12.39 

(8.55) 
( 3 . 1 3 )  

43.91 

4 1 . 6 4  
0.66 
1.60 

18.90 

7.73 

1.00 

0.14 

4.93 

u.11 

79.89 

( 2 3 . 3 1 )  
(51 .61 )  

1 .oo 

1.00 

8.29 

( h . 2 3 )  
( 4 . 0 6 )  

58.99 

46.18  
0.92 
9.89 

34.01 

3.53 

1 .oo 
0.36 

3.40  

3 7 . 3 7  

5 3 . 5 5  
1.42 
2.60 

k3.12 

3 4 . 1 3  

11.61 

0.02 

b . l b  

7 7 . 5 0  

70.23 
1.53 
5.74 

31.26 

91.21 

20.05 

0.20 

2.66 

1 3 . 5 3  

71.rt7 
1.6Y 
3.76 

35.04 

112.99 

30.22 

0.36 

-7.a5 

15.62 

77.63 

6.77 

3u. 71 

119 69 

28.36 

u.14 

-19.13 

1.22 

S o u r c e s :  Data rupplled by the M a l a g a s y   a u t h o r l t l c r ;  f o r e i g n  a1met8 dnd lidBiliCiet3 have been r e v a l u e d  by the 
staff to re f l ec t  p r e v a i l i n g  exchange r a t e s .  

- 1/ I n c i u d l n g  t h e  outstanding balance  .of rercncduled d e b t .  
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1977 1978 1979 1980 198 1 1382 
Mrch Juno Sept.  D.c. a r c h  

- 

Porelsn aaaetr 

Clafmm on Coverment 

Clatu on s t a t e  encerprlrcr 
and tha privace rector 

Short-tam 
!4adiur tam 
L o n p t a m  

Drand deporitr  

lime dcpomitr 

Public sector depomicr 

Foreign l i a b i l l t l e r  

Long-term foreign l l a b l l i t l c r  

Credit from the  Central Bank 

Long-term daerric b o r r o v i w  

Other i t a r   ( n a t )  

Related  data: 

Curtoar duty bills 

Port off lcc checking dapomitr 

Private s e c t o r  demand depoaitm 
with Tresmury 

Prfvmtc s e c t o r  eaviaga 
depo8ttr v l t h  the National 
SAVI IUS Fund 

91.25 9 5 . 9 3  116.19  144.84 150.56 145.24 U5.08 139.90  160.32 

51.82 

14.72 

16.27 

3.37 

2.31 

12.39 

2.66 

1S.63 

55.96 

21.24 

14.69 

6 m09 

1.98 

8-  29 

2.99 

10.81 

70.71 

28.03 

15.62 

10.61 

2.94 

ab96 

2.93 

-2.31 

81.07 

31.47 

23.92 

14.02 

11 14 

2.32 

4.41 

2.47 

91.77 

30.15 

21.43 

13. L2 

l2.14 

1.00 

4.41 

17.07 

83.19 87.15 

31.58 30.53 

18-05 18.21 

13.97 18.62 

14.47 12.47 

5.48 6.47 

5 * 2 1  5.M 

1.04 15.09 

104.12 

32.52 

17 52 

15.09 

14.70 

1.54 

4.91 

13.99 

103 10 

35.14 

17 e 3 0  

11 78 

11 *56 

0.42 

6 - 7 1  

26.66 

4.87 3.12 4.72 5.48 6.83 4.18 4.53 3.93 3.27 

2.37 3 e04 3.80 3.84 3.94 3.88 3.75 3 .80  3.96 

3.79 5.65 9.60 9 - 6 0  9.60  9.74  9.74  9.74  9.76 

3.28 3.71  4.25  5.18  5.38 5.35 5.26 si. 27 5.45 - 
Source: Data provided by the N 4 h g ~ r y  ~ u t h o r i t l e r .  
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Cantral bank r a t e 8  

Redimcount of * 
Short-cera paper 
Export b i l l #  
Blllm ..cured by product. 

undor contract v i t h  
rtabilitation fund 

Mediurterm p p r  
t o ~ - t r r r  p a p r  A/ 

Adraac.8 

5-  5 0  
6 .oo 8-00 12 SO 

7 .m 11 .m 

H 4 t i O r m l  knk ratmr on 
c r r d i t  operat ionr 2/ 
C r e d i t  seeurrd by 

C a r w r c i a l  papor  6.75-1.00 
Cavmrnrnt concract 6.75-0.50 
Stock. of cof f a r  6.75-7.25 
Stock. of ocher  cropr 7.125-9 .25  
S t o c k r  of o t h e r  merchand1.e 8 .00 -9 .25  

Cherdraf t8  8.m9.25 

N a t i o n a l  bnnk r a t e r  on M n i N  drpomlt 
( t h o u ~ a a d 8  of m) 

Sight d t p o r i t r  
R ira tc  . a c t o r  
Pub11 e mector 
Iomurmncr caparrlar 

A t  l eaat  2 -nth@ 
A t  1ea.r 3 oonthr 
P r u  6 t o  12 month. 
Prom 1 t o  2 yrrrr 
Frm 2 E O  2-112  yearn 

Ccttiflcacem of dtpoait 
P r o p  6 o ~ a t h 8  co 1 yarr 
Prom 1 to 2 yaarr 
P r a  2 t o  3 yerrr  
Prom 3 t o  4 y m r r  
P t a  4 t o  5 pearr 
Prom 5 t o  6 ycarr 

Ti= depoait8 

Ratem on Trcamury bond. 
C a t q o r y  A A/ 

l -year bond 
C a t c g o q  B 

1 7 e r r  bond 

3-year bond 
&-year bond 
%year bond 

t-year bond 

500 
50 
50 
SO 
5 0  
50 

0 . 7 5  
3.00 
3.00 

4.90 
4 . 7 5  
4 - 6 0  
5-15  
6.15 

3 .60  
4 .oo 
6.75 
5 .10  
5 . 3 0  
5 . 5 0  

3.50  

4 .oo 
4 . 7 s  
4 7 5  
6 . 7 5  
6 , 7 5  

3.70 
4 . 2 5  
5 . 3 0  
5.80 
6 - 8 0  
7 . 5 0  

10.5-11.00 1s -00 
10.3-11.00 13. SO 

9 .o-10.00 1 2 - 5 0  
1 
) 11.5-13.00 13.50-16.00 
1 1 7 . 0 0  

1 .oQ 
3.50 
3 .50  

s . 7 s  
3.50 
6 . 0 0  
6 . 7 5  
8.00  

4 . 7 5  
5 . 2 s  
6.25  
6 . 7 5  
7 . 7 5  
8 . 5 0  

5 . 7 5  

6.25 
7.25 
7 . 5 0  
8 . 5 0  
9 . 2 5  

2 -00 
4.00 
6-00 

9.00 
8.50 
9 . 5 0  

10 .50  
17 .m 

7 . 5 0  
1-00 
9 . 7 5  

11 .oo 
12.25 

lo. m 

Source Central &ak of Hadagamcar. 

- 11 Rcdlucount iag  of long-term paper VI. introducrd In Auguat 1 9 7 4 .  
2/ Refer. t o  c r e d i t  t h a t  i 8  radfmcouncablr v i t h  t h e  Central h n k .  npnre- 

d i i c o u n c a b l t   c r e d i t  h a r r ,  on chc  amra@e, a r a t e  t h a t  i r  0 . 7 5  to  2 . 0 0  par- 
cantage p i r  cm higher. 
- 31 Holdarr are 41.0 e l i g i b l e  t o  p a r t l c l p r c t  in a r p o c f a l  lottery. 



1978 1979 1980 198 1 1982 - 
emt. I)roj 

Eaparcm. f Q b 
Imporrm. f e b b .  

Trade baloncm 

Smmlcr rmcmlptm 
Servlcm pay-mncm 

Crml8hc and r rchmndlme  lnmurancm 
Ochmr r r a n a p o r t a t l o n  
trav.1 

Ochmr merv1c.m 
Lormmtwnt l a c a m  

Servlcea  (omt) 

R f v m t e  unr rqu i tmd   c ranmfmrm  (ne t )  

Current   br lmncm 

O f f l c l a l  rulrmqulrmd  crmnmfarm (nmt) 

Yonmoneran  cmplcml  (nmt)  
Dfrect I n v e s c m n c  ( n e t )  
Dubllc ( nec 

L r e d i  t 
D e b l c  
Dcbt r e l i e f  o b c a l ~ e d  

C r e d i t  
De b l  t 
D.bc rellml o b t a i n e d  

T r u m t  Fund 
O c h e r ,   l n c l u d i n g  mrrorr m a d  

P r i v a t e  ( n m t )  

a l m m i o n m  and v a l r u r l o n  chmryma 

nankm ( n e t )  
Allocacton of SDRm 

OImrmll bmlmncm 

F i  amnclng A/ 
C e n t r a l  #overr tmnc cxcmptional balancm 

of p a m a t m  f Larr.cin# (ne t )  
Drmuin#a 
R e p a p u n t s  

Dra-nga 
lmpurchamea 

mI ( n e t )  

Chmagma l n  arrears (-dmcremmm) 
Of rrhlch o e t  u m h  b m i m  

Other m m m m t m  of chm Cmacral buk (nmc) 
Aammtm ( -  Incramme) 
Limbllitiam r e l a t e d  t o  

Yev c o n r o l i d a c i o n m  
R e p a y r a t .  of coamol a r r r a r m  

c o n a o l i d m c i o n  of  arremrm 

'3rhcr llabillrlam 
Erpec tcd   add1  clonal  r e r c h e d u l i n g  of d e b t  

E x p e c t e d  r e m c h e d u l l n g  of prmvfoumly 

R . u i n l n E   E i n r n c i n g  8.2 

service  due i n  1982 

rsmchmduled  debt  servlce mnd mrrearm 

Source. Data p r o v i d e d  by rhm h l m g ~ m y  a u t h o r i c i e m .  mod rcmff  e m t W t e o  

I J  Trmnamctlonm  converted a t  thm C o l l o v l ~  annual rveraae  ratem p.r SDR 1 FHC 282 50 (197E). 

t /  E x c l u d i n g   a n  e m r l u r e d  amount of SDR 5 2  6 mlllloq of debt rmllef expected LO be obtalnmd 

I /  Conver ted  m c  tha  f o l l o v i n g  e n d - o f - p a r l o d  ratem p . r  SDR 1 PnC 2 7 2  2 8  ( 1 9 7 8 ) .  FMG 2 6 0  ? E  

- C /  I n c l u d e s  rememem mmoec aubmcrlpclon 

mE 270-83  (1979). F?lG 275 01 (1980), FHC 320.20 (19.911, and R I G  300.0 ( 1 9 8 2 )  

In"+= second h m l E  of 1982 

( 1 3 7 9 ) .  RLG 287 9 9   ( 1 9 8 0 ) ,  R4C 33b.52 (1981) ,   and  P'IC 380 0 (1982) 
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19 78 1979 1980 1981 - 1912 
E B C .  hoj. 

Ochmr armotm of chm Cmocral Bank (nmc) 3-2 
Anrctm ( -  Lncrcao.) ( 1 4  9 )  
Llmblllciem r e l a c a d  eo  

c o n m o l l d a c l o n  of arremrm (--) 
New conmolLdmclonm 
R m p m y r n t m  of coomol arrearm 

["I 
[ - - I  

rlthcr l imblllclmm  "11 7) 
E a p e c r e d  r d d l c l o r u l  remchcduliry of dabt 

Expected r c r c h e d u l l n g  o f  prrrlou.lY 

R a u i o i n g  f i n a n c i n g  gap 

s e r v i c e  due i n  1982 

r e a c n c d u l c d  debt  service and mrrmarm 

285 5 
-453.7 

-170.2 
10.0 

- 2 1 1  1 
( - 7 1 . 7 )  
( -20 .9)  
( -20 .3 )  
( - 5 0  9 )  
( - 4 0 . 3 )  

- 1 7 1  1 

7 2  

-334 1 

5 0  -0  

- 
- 
- 
- 

2 2 4  2 
-0.6 
190 4 

(201 2 )  
( -32  2 )  
(1) 4)  
13 7 

( - 2 s  3 )  
(25.9)  

( 1 3  1) 

- 

- 
20.  ? 

-18 1 
35 

- 7 4 . 5  

7& 5 

- 
- 
3 0 3  

(30 3) 

3 9  
(-) 

Sources Dara provided b7 the UlAgamY auchoriclam. and mcaff m o c m t a a  

1/ frAnmmCtlonm c o n v a r t a d  a c  rhm f o l l o v i q  annual   average  ratem p.r 531 1 FHC 2 8 2  50 ( 1 9 7 8 ) .  

2 /  E8cludln@ an emclmaccd m u n t  of SDR 5 2  6 m l l l l o n  of d e b t  rmlimf expected t o  b e  o b t a i n e d  

3 /  C o n v e r t e d  ar the f o l l o u l n p   e n d - o f - p m r t o d  rreem p r  SDR 1 FUC 2 7 2  2 8  ( 1 9 7 8 ) .  FMC 2 6 6  28 

- A /  Includes r e m e w e n  a s s e t  aubmcrlprlan 

FVZ 2 7 b . 8 3  ( 1 9 7 9 ) .  PnC 2 7 5  0 1  C1980). PLN; 320 20 (1981). and F?IC 3 8 0  0 (1982) 

In-rhe accond h a l f  o €  1982 

(LT791, R I G  287  99 ( 1 9 1 0 ) .  FMC 3 3 4  5 2  ( 1 9 8 1 ) .  and FYC 389 0 ( 1 9 8 2 )  
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1978  1979 1980 - 190 1 - lV82 
cat ? r o j  

Crportm. f e b.  91.4 
b p o r c a .  t . 0 . b  -e7 2 

6 2  

S a r v l c e  r o c e i p c a  8 9  
Smrvica pa).rntm -LO 6 

trmdm  balancm - 

?rmlBhr  and  merchandlmm  lnmurance ( -17  8 )  
Oc hmr c r a n r  port ( - 5  3 )  
T r a w l  ( - 5  1) 

Ochar mmrvtcem 
t n v e a t r n c   l n c m  

( -9.6) 
( - 3  - 0 )  

S m r r l c a a  (nmc 1 -31 1 

Prlvatm  mrequicmd  cranmfmrm  (nmr)  1 8  

C u r r e n t  balaoca -25  7 

Oificlml unrmqulcad tranrfmrm ( D O T )  11 8 

& b r o o n a t a t y   c a p i t a l  ( O O C )  7 6  
-1 6 

5 1  

- 
- 

Dirocc l m m a r r n t  
P u b l l c  (nmc) 

L 

Drmwiryr ( 6 . 2 )  
a r t  1 cm t ion. (-1.1) 
Dobt r a l l c !   o b t a i n e d  ("1 

R l v a t m  ( u a c )  7 9  
Drawl n # a  (8 .9 )  
A m r t l r a t l o n r  
D e b t  r e l l c f   o b t a i n e d  

( -1 0 )  
I--) 

T m m t  Fund 3 0  
Other,  l a c l u d l n ~  error# and m i a r i a o r  - 7  0 

Baatr (nee 1 6 1  
Allocation of SDRm 

- - - 
O v e r a l l  balance -02 

Financ ing  - 0 2  

( n e t )  -0 7 

C c n c r a l  qovcrtmcac ercepcfarul 
balaner  of p . y r a c r  f l a 4 a C l ~  (ROC) 
Drauialm (-1 
Repaymncr (-) 

- 

Change. in arreara  (- deermama) 
O f  which Conrol ldac lonm ("1 

U e t  carh h r i m  (--) 

" 

Ocher ammotr o f  thm Ceorrml buk ( n e c )  0 9  
b a e c m  ( -  Lncreamm) ( e  2 )  
L l a b l l l t i c m  re larcd re c o n a o l l d a t i o n  

llcu conmol ldar loom 
(-1 
I-- I 

R m p a g r n t a  o f  coomol arraarm ["I 
O t h a r   l l a b i l l t i e r  ( - 3  3 )  
E z p e c c d  r d d l r l o n a l   r m a c h o d u l l q  o f  

E n p e c t c d   r ? a . h a d u l l n ~  La 1982 of prcvlourly 

R-Lnlag E i n a n c l n g  sap 

of arrearr 

dcbc s m m i r m  Lo 1982 

r c a c h m d u l d  debt a e r p i c a  mad artcarm 

Source. I h c a  provided  by thm Nalagary a u c h a r i t l r m ,   a n d  a t a f f  e e c l u t e m  

I /  E x c l u d l n #  an e o c 1 u c . d  a w u n t  of FHG 2 0  b l l l l o n  of d a b t  r e l i e f  *=prc tcd  to bo Gbta lned  in t h e  
reTond h a l f  o f  1982 
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T a b l e  XVIII. M a d a g a s c a r :   C e n t r a l   B a n k   F o r e i g n  Assets 
and  Liabilities, 1978-81 

( I n  m i l l i o n s  of SDRe; end  of period)  L/ 

Asse t s 
R e s e r v e   p o s i t i o n   i n   t h e  Fund 
SDR hold1  ngs 
F o r e i g n   e x c h a n g e  

L i a b i l i t i e s  
Use of Fund c r e d i t  
E x c e p t i o n a l   b a l a n c e  of 

p a y m e n t s   f i n a n c i n g  
Arrears 
C o n s o l i d a t i o n  of arrears  
O t h e r  

T o t a l  

Change  In  p e r i o d  

13 .4 
(13.4) 

31 .1  

(52 .9)  
I") 
("1 

(66 .1)  

-127.9 

-159 .O 

326.8  
( 4 2 . 9 )  

(109 .0 )  
(174 .5)  

("1 
(0.4) 

-311.1 

-183.2 

413.1 
(74 .8 )  

(139 .3 )  
(103.3) 

(95 .5 )  
(0.2) 

-385.6 

- 7 4 . 5  

S o u r c e s :  Data p r o v i d e d  by the M a l a g a s y   a u t h o r i t f e s ,   a n d  s t a f f  
e s t  h a t e s  . 
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