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CURRENCY EQUIVALENTS

US $ 1.00 = FMG 247
FMG 1 million = US $4, 050



PREFATORY NOTE

This report is based mainly on the findings of two
missions to Madagascar, the first consisting of Mr. de la
Renaudiere and Mrs. Fleming in June 196h, the second in June
1965. The report also draws on the findir.gs of two project
missions which were there in February 1965 and June 1965, and
of an IMF Mission which was there in June 1965.
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MALAGASY

I. BASIC DATA

Area: 228,000 square miles 590,000 square kilometers

Population (January 1, 1965): 6.3 million

Rate of growth: 2.6%
Population density (per sq. mile): 27
Population density per sq. mile of arable land: 183

Political status: Independent since Jure 1960

Gross domestic product at market prices, 1964: FM4G 165 billion

Rate of growth (long-tern 1953-62): 3%
1964: 3.5%
Per capita GDP us$io5

Gross domestic product at market prices (196b)> E0 165 bil'lion

of which, in percent, Agriculture 3U%
Industry 11%
Services 55%

Percent of GDP at market prices
Long-tern

1964 1953-56-60-62

Gross investment 12% 10%
Gross savings 12% 6%
Balancelof payments current account defici-b - 4%
Investment income payments 6% n.a.
Government taxation revenue (or current

revenues) 20% 14%

Money and credit

Conversion: 1 Malagasy franc (FMG) = $0.Lo5
US$1 = FIG 247

Relationsbip to large monetary or custons area: Member of Franc Zone

Rate of change
1964 1962-64

Total money supply FM14 27.2 billion 6.5%
Time and savings deposits F0IG 3.1 fi 12.0%
Corrmercial bank credit to

private sector FMG 18 .0 8.5%

Other lending to private
sector F14 17.3 t 13.0%

Rate of charge in prices 3.0%



Public sector operations Long-term rate
1965 of change

Government current receipts FPfG 33.5 billion 9.6%
Governnent current
expenditures 32.1 billion 11.2%
Surplus/deficit + -1. billion
Government capital expenditures n.a. n.a.
Public investment expenditures 8.5 billion 8.0%
Total external assistance to public
sector 7.8 billion (of which 5.0 billion

is extra budgetary)

External public debt (in US$)
June 30, 1965

Total debt 77r.- million
Total annual debt service h.2 "

Debt service ratio 3.0%

Balance of payments (in US$)
Long-term rate

196h of change 1953-64

Total exports, f.o.b. 90 million L.0%
Total imports, c.i.f. 134 f 3.7%
Net services + 20 " n.a.
Factor income payment - 40 n.a.
Current transfers + 22
Net current account balance -7

Average 1953-64 196h

Cormmodity concentration of exports 30% 30%
Gross foreign exchange reserves n.a. US$50 million

INF position

Quota US$15 million
Drawings nil

External financial assistance (in US $"million) i/
Past average 196C>-63 1964

Commitments Disbursements Commitments Disburse-
ments

Total 24.0 18.0 32.0
Soft assiÊ.tance 22.0 1k.0 29.0
Major donors:

France 13.0 12.0 20.0
EEC 11.0 C5.0 11.0

/ Excluding technical assistance averaging about $14 million in recent
years, mainly from France.



SUMMARY AND CONCLUSIONS

1. Economic growth in the Malagasy Republic has averaged only about
3% annually over the past decade, or only slightly more than estimated
population growth. This has been due to a coraparatively low investment
rate, and a natural environment which makes investment costs high rela-
tive to nost other developing countries.

2. Nevertheless, the country has some important assets which should
make possible a more rapid growth rate in the fut;ure. Its export base
is well diversified, and there are opportunities for further expansion in
this sector. Noreover, there are possibilities for sizeable increases in
output for the domestic market. Private investors have begun to respond
well to these opportunities in the past several years, mainly as the
result of new incentives offered by the Goverrnnent and the high degree of
political stability which the country has maintained. Government finan-
cial pclicies have been quite sound. Foreign exchange reserves have been
maintained at around $50 million (equal to four inonths imports of goods
and services) and the country has an important second line of drawing
rights in France.

3. An expanded public investment progran is now underway, and given
adequate external support, should help boost the total investmnent rate to
around lh-15% of the dcnestic product by 1970, as compared with 12% or
less in recent years. While investment in Madagascar bas been and wiqll
continue to be comparatively expensive, government expenditure policies
have been generally quite sound, and there is no evidence of substantial
misuse of resources. Thus, given an expanded investment effort, the over-
all rate of output gi'wwth might well be increased to around h.5% w,ithin

a few years.

4. However, a decline in average export prices is almost certain to
take place, so it is unlikely that real income gTowth in the next few years
will exceed an average of 4% in total or 1% on a per capita basis. With
such a growth rate in national income, it will be difficult to increase
national savings by very much over the present rate of about 6% of GNP.
The public sector has made an impressive effort at increasing savings in
recent years, achieving a current surplus equivalent to nearly 3% of GNP
in 196h, as compared with much sm.aller savings in the period just before
and after independence. However, to achieve this result the government bas
had to increase current revenues fron 16% of GDIP to 20% at present. Even
assuming that technical assistance support of current development acti-
vities continues at recent levels (corresponding to 10% of budget expend-

itures), it seems likely that the government wi:Ll have to increase its
current outlays for economic and social developinent by about the same
rate as revenues can be increased, so that no significant increase in the

public savings rate seems feasible in the next :few years.

5. The possibilities for government borrowing from the private sector
are very limited. 14hile domestic private savings have averaged about 11%
of disposable income in recent years, over half of this bas been transferred
abroad in the form of factor income payments; and though the reinvestment
rate may rise, it is not likely that there will be any substantial increase
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in private financial savings in Madagascar for the government to tap.
Indeed., it seems quite possible that if investment by Malagasy investors
is to increase at the rates which seem feasible and desirable, the public

sector will have to provid.e support through development bank loans,
rural credit and the like, in amounts at least equal to its potentiaL1
borrowings on the domestic market.

6. Thus, for direct public investment to rise at anything like the
rate which seems desirable, a substantial increase in public capital
inflow would be required.. This inflow has been rising in recent years,
and reached a peak in 1964 of around FMG 8.0 bi:Llion (net), or about
$32 million - equivalent to 5% of GDP. (Total inflows, including private
have been just over 6%). A 50%o increase in pub:Lic inflow by 1970 - to
around 6% of GDP - would probably be justified in terms of the country's
absorptive capacity.

7. Most foreign assistance to Madagascar ha:s been on soft terms in
recent years. Total public external debt amounted to around $77 million
by mid-1965 but service paynents on this are now only $h million (3% of
current external earnings) and. will reach a peak of no more than $5 million
by 1972. A moderate increase in conventional borrowing is probably
justified. by this comparatively low level of debt service and by the
countryts generally sound financial position. Iowever, it is evident
that if net public capital inflow is to average FMG 10 billion ($hQ million)
annually for the next five or ten years, the debt service burden - and
resulting requirements for gross inflows - would amount very rapidly if a
large part of this were provided on conventiona:L terms. Thus, until the
country's income growth rate can be speeded up -to a point where more rapid
increases in national savin7s become possible, it would be desirable
for the bulk of public capital inflow to continue to be made available
on a grant or soft loan basis.



THE ECONOMY OF THE MALAGASY REPUBLIC

I. INTRODUCTION

Physical and Economic Setting

1. The island of Madagascar, now the Malagasy Republic, lies some 250
miles off the southwest coast of Africa in the Indian Ocean. With an
area of 228,000 square miles, it is the fourth largest island in the
world, being 1,000 miles long and 360 miles wides at its broadest point.
The population is estimated at slightly over 6 million (including 100,000
non-IIalagasys) giving an average population density of 27 per square
mile. However, the population is very unevenly distributed with. 27% of
the total occupying h% of the land area. The largest city is the
capital, Tananarive, with a population of 300,000; the next five largest
cities vary in size between 30,000 and 50,000. The Malagasy population
is divided into 19 tribal groups with a common language. The Malagasys
are though.t to have migrated to Madagascar from the Indonesian islands
and from the African mainland, and in many ways the population reflects
this mixture of Oriental and African civilizations and cultures.

2. Climatic and geographicalconditions vary widely in different parts
of the island. The climate varies from semi tropical in the lower
coastal areas to sornething arproaching the temperate zone in the central
plateau where about 60% of the population lives. Over half of the total
land area is pasture land and one-fifth is forested. Of the 15% which
has been estimated to be arable, less than 5% is presently under cultiva-
tion. The economic development of the island has been hanpered by its
distance from world markets and main shopping routes, and by the mountain-
ous nature of the island itself which bas tended to divide the country
into several isolated but relatively self-sufficient regions. Thus, while
the wide variety of soils and climatie conditions have enabled it to
develop considerable diversification in agricultural production, the size
of the island, the low density of population in many areas, and the lack
of adequate transportation and marketing facil-ities have hampered the
development of an exchange economy whIch would utilize this asset to its
fullest extent. In addition, soils are generally poor and primitive
farming methods have led to low yields of output and inefficient use of
manpower.

3. While deposits of many different minerals are found on the island,
they are generally uneconomic to exploit, at present, although some might
become.econonic if transport costs were reduced.

4. Timber resources, which might at one time have been important as a
source of income, have been largely destroyed by land clearance for crop
production.

5. Partly as the result of the lack of any large scale connercial devel-
opment, and because of impediments to internal migration, the extent of
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urbanization is a good deal lower tban in most of the less developed
countries. Only one fifth of the population lives in urban areas or
towns with a population of over 2,000.

Political Developments

6o The discovery of Madagascar by the Portuguese in the early part
of the sixteenth century brought traders, missionaries and other
settlers from Holland, France and England in smnall numbers. However,
the island remained under the control of various Malagasy tribes until
1885, when it became a French protectorate.

7. In 1946, Madagascar became an overseas territory in the framework
of the French Union, electing a territorial assembly and gaining re-
presentation in the French Parliament. In 1947, a large part of the
country took part in a violent revolt against French domination, wvhich
was followed by severe reprisals. After the 1947-48 experience, there
was relatively little political activity on the island until the passing
of the "Loi Cadre" in 1956, giving universal suffrage to the population
and extending the powers of th.e territorial assembly and of the local
government. After 1956, political development was rapid, leading to
the creation of the Malagasy Republic in 1958, which gave the country
internal autonomy within the French. Union. In June 1960, the Republic
became fully independent.

8. The Constitution established in 1959 provided for a parliamentary
type regime with a national assembly elected by universal suffrage and
a senate representing the six provinces and the local governments. A
president was to be elected for seven years by the members of Parlia-
ment and by the delegates of local assemblies. The members of the gov-
ernment were to be chosen by the president but. were responsible to the
national assembly. The provinces retained a large degree of independence
and were represented by a secretary of state having the rank of minister
and taking part in the government. Since independence, the government
bas moved towards a greater degree of federalization and the autonomy
of the provinces has diminished. The powsers cf the president have been
reinforced and a resolution adopted by the assembly in 1963 provided
for direct election of the president by universal suffrage.

9. The President of the Republic has been, Since independence, Philibert
Tsiranana, previously President of the Council and later chief of the pro-
visional government. Mr. Tsiranana is also the leader of the principal
political party, the Parti Social Démocratique Malgache (PSDM), uThich
holds almnost all of the seats of the national assembly. The opposition
is divided into several parties of which the principal is the Congrès
de l'Indépendance de Xadagascar (known by the initials of its Malagasy
name, AKF4). While the latter is scarcely represented at all in Parlia-
ment, it is firmly entrenched in Tananarive and in the northern
part of the island near Diego-Suarez. Its outlook is nationalistic, and
it bas the sympathy of certain leftist intellectuals on the island.
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10. Elections were not due to be held until 1967 but in order to
assure himself of a firm mandate of the people, President Tsiranana
dissolved the Parliament in February of 1965 and called for new pres-
idential and parliamentary elections. The President was reelected by
a substantial majority and his party now holds all but 3 seats in the
legislature.

llo The official economic policy of the goverrnent and the PSDM is
based on socialist doctrine. Since the government depends for most
of its support on the rural masses, it has tried to promote an economic
policy itihich gives priority to increasing the standard of living of the
rural population and sma'll Malagasy investors. The emphasis with
respect to economic developrient has therefore been on the agricultural
sector. The policies of Madagascar have been characterized by modera-
tion, principally in relation to other governments and foreign interests.
The foreign private sector appears to have confidence in the country's
political stability and bas shown no hesitation in investing in sectors
with favorable economic prospects.

Relations with Other Countries

12. Since independence, the Republic has continued to maintain close
ties with France and bas concluded several cooperative agreements. It
has remained a member of the French franc area but bas set up its oan
central bank (the Institut d'Emission Malgache') and an independent
Treasury. A new currency, the Malagasy franc, was issued in 1963 to
replace the CFA franc, which had circulated since 1945. The Malagasy
franc is tied to the French franc in the fixed ratio of 1 FMG = 0.02
French francs. France guarantees full convertibility of Malagasy
currency into French francs and both countries are committed to main-
tain freedom of transfer with each other. The central bank holds all
of its exchange reserves in French francs in an "Operations Account" with
the French Treasury on which it has unlimited overdraft facilities, though
at penalty rates. Madagascar receives considerable amounts of financial
and technical assistance, around 8 billion annually in the past several
yearsor '5% of GDP . In addition the country has benefited substantially frcmr
preferéntial maiEt.ng arrangements in the French market for several of its

main export crops, and from sales to the Frenc'h Army. On a net basis, the
latter tuo have amounted to about FKG 10 million annually in recent years,
With a few minor exceptions, there are no restrictions on trade or payments
wiith other countries of the franc area and France continues to be tlhe
country's main trading partner.

130 Madagascar is also an associ ated member of the EUropean Economic
Conmraunity (EEC) and receives substantial amounts of financial assistance
from the European Fund. Because it will lose its preferential treat-
ment for exports to French markets by 1967-68 under the terms of the
Convention of Association to the EEC, the latter will provide FMG 7.7



billion in the period 1965-69 for price stabilization, improvement in
productivity and diversification of production to help Madagascar adjust
to the new conditions. Imports from EEC countries, other than France,
as well as from other non-franc area countries, have been subject to
quotas in the past. All quotas have gradully been increased in the past
few years but the largest increases have been in those of the EEC coun-
tries in keeping with the Convention's requirements that quantitative
restrictions be abolished among members by 1968. As a result, there bas
been a small increase in the share of imports fromn EEC countries other
than France.

14. Although the distance of the island from other French-African speaking
countries has prevented it from developing close links with them, Mada-
gascar is a member of the Organisation Coimnune Africaine et Malgache (OCAM),
the association for political and economic cooperation composed of some of
the ex-French and Belgian territories, and has made every effort to establish
and maintain close political cooperation with those countries. Trade be-
tween these countries and Madagascar is, however, relatively small.

The Role of the Foreign Community.

15. The size of the foreign community in Madagascar has never been very
large. It reached its peak in 1958, when there were in the country
70,000 French, 13,000 Indians, 8,000 Chinese and 5,000 others. (In addi-
tion there were around 40,000 Comorians, from neighboring islands). By
196h, tuie number of French was down to 43,000 while there were about the
same numr,ber of other nationalities. Mliost of them are in private business
of one kind or another.

16. There is a foreign technical assistance program, under which about
2,000 expatriates - mainly French - are now working. People working in these
programs report a spirit of cooperation and a general level of ability
on the part of their Malagasy counterparts that is exceptionally high. All
of this augurs well for the continued improverment of administrative
standards - which are already comparatively good - and for an expanding
absorptive capacity in both the public and private sector, assuming con-
tinued political stability.
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II. THE ECONOY

Structure and Growth of output

17. Agriculture is the mainstay of the Malagasy economy and together
wEith livestock, forestry and fishing provides emnployment for 88% of the
labor force and accounts for 35% of the Gross Domestic Product. The
small contribution to GDP made by industrial production (h%) is also
based primarily on industries which process agr:Lcultural'products.
Hlining and energy production add 2% to the value added, and construc-
tion another 5%. Transportation and commercial services together con-
tribute 30% to GDP, and other private services, 7%. Public services
(including externally financed technical assistance) accounts for the
remaining 18%. The total value of GDP bas been officially estimated
in 1962 at FMG 147 billion, equivalent to average per capita income
of around eLOO. In 1964 GDP in current prices is tentatively estimated
at FMIG 165 billion.

18. The subsistence sector, accounts for about 60% of total agri-
cultural output, 21% of total GDP and over 80% of the labor
force. Paddy constitutes over half of subsistence output, the other
main items being manioc, corn and potatoes. Reasonably reliable esti-
mates of production trends are available only for paddy; these show
an average annual increase of around 2.7% over the past decade (1950-
54 to 1960-6h). Output in the export sector, which. also consists almost
entirsly of agricultural products, showed a sirnilar growth rate. In
both. cases (output of paddy and export crops), the growth rate has slowed
dotJn over the decade - from about 3% in the first half to 2% in recent
years, mainly as the result of poor growing weather in the past several
years. In 1964 an over-all deficit of domestically grown ordinary rice
appeared for the first time in many years, necessitating imports of some
40,000 tons. IUJhile the rice deficit was, in part, the result of bad
groi,ing weather and poor storage facilities, its continuation on an even
larger scale in 1965 has given rise to some apprehension that the growth
of output is beginning to fall behind the rate of population increase.

19. Economic activity in the non-agricultural sector bas increased at
a sormiewhat faster rate. Between 1953 and 1962, activity in manufacturing,
commerce, transport and public services expanded by around 6% in real
terr.s. However, construction activity apparently failed to rise at all
in this period due to the stagnation of investment. In 1963 and 1964,
construction and manufacturing activity both appear to have picked up
significantly as the result of a sharp expansion in investment. In total,
the growth rate of real output in the economy as a whole averaged about
3% between 1953 and 1962 and probably somewhat faster than that between
1962 and 1964.

20, Real income appears to have grown slightly faster than real output
over the past fifteen years, with export prices in the past five years
averaging around 10% above the average of the :L950's. Import prices
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appzrently declrned in the second half of the 1950's from their Korean
bocn levels of the early 1950's but have risen again in recent years to
approximately the average of 1950-54, partly under the influence of
higher freight rates. Domestic prices have averaged an increase of 3%
a year from 1953 to 196h, giving a yearly increaSe in GDP at current
prices of around 6%.

Investment and Savings

210 The conparatively slow growth. of real output is in part the result
of a fairly low level of investment which. stagnated at an average of
around 10% of GDP between 1953 and 1962. In this period, gross fixed
investment in current prices rose on the average by less than 3% annually
and in real terms probably did not rise at all. As a result, the in-
vestment rate actually fell from 11% of GDP to about 9% in that period.
In 1963 and 196Lh, however, total investment appears to have risen rather
sharply. Judging from the increase in equipment imports and budget esti-
mates of development outlays, the total appears to have gone up by 35%
between 1962 and 1964 bringing the investment rate back to over 10%
in the latter year. i

22. Public sector investment in current prices remained virtually
constant at between FMG 6.0 and 7.0 billion between 1952 and 1962, and
then jumped to around RF1G 9.0 billion or more in 1963-64, as an expanded
development effort got underway. Throughout the period, the public sec-
tor program bas been concentrated on transportation facilities, other
basic infrastructure and on agricultural development. The most striking
increase in public investment in 1963-64 was in road construction, from
an average cf FI4G 1.8 billion in 1960-62 to one of aver FMIG 3.0 billion.

23. Private fixed investment apparently rose more steadily - from less
than F1-]G 3.5 billion in the mid 1950's to around FMG 5.0 billion in
1960-62 and then to around F14G 7.0 billion in 1364. g/ The bulk of
private fixed investment has been concentrated in manufacturing, agri-
culture, commerce and housing. Manufacturing has apparently been mainly
responsible for the increase in total investment in the last two years,
and seems to bave been induced in large part by the introduction of an
Investment Code in 1962 which provides substantial tax and other
incentives to new enterprises in this sector.

y The above investment rates are based on national accounts data pre-
pared by the Institute of Statistics which on the average show lower
absolute levels of investment than the estinmates rade by other govern-
ment agencies - for example, estimates of public investment made by the
M4inistry of Finance and of total investment outlays by the Planning
Commission. If the latter estimates are used, the rates would be between
1 & 2 percentage points higher

g/ These are residual estimates derived from the official national ac-
counts total, and the Ministry of Finance estimates of public investinent,
and may be understated by as much as FvIG 2 billion, See Footnote 1/.
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24l As in most former French territories, estimates of savings are very
uncertain because of lack of reliable balance of paynents estimates data. In
the case of Madagascar, official balance of Davments estimates are
available only for 1962, although partial indications are avail--
able for a few other years. However, even these do not provide a clear
distinction between current and capital transactions, or between transfers
of factor income and other invisibles. Nevertheless, on the basis of
some rough guesses about what the main elements might consist of, total
domestic savings appear to have averaged around 11.5% in 1962-64 on
standardized national accounting definitions which in effect include
current transfers from abroad as part of domestic savings. Excluding
such transfers, domestic savings would be around 7.5% of GDP.

25. On the other hand, with factor income paynents to abroad in the
neighborhood of FIG 10 billion, the national savings rate apparently
averaged only around 5% including current transfers, and around 2.0c
excluding them. The main elements for 1962-64 are as follows:

(Billion F1G)

1962 1963 1964
(Official) (unofficial

estimate)

GDP 147.1 155.0 165.0
Fixed investment 12.3 15.0 17.0
Inventory accumulation - o.6 1.0 2.0

Total investment 11.7 16.0 19.0

Balance on goods and services 0.1 - 5.2 -5 .7

Current transfers + 5.6 + 5.3 + 5.5

Domestic savings 17.4 16.1 18.8

Net factor income payments 10.2 10.2 10.0

National savings 7.2 5.9 8.8

National savings less current
transfers 1.6 o.6 3.3

2/ Technical assistance grants and private donations, but ex-
cluding grants for general budget support averaging around FWG
2.0 billion in this period.
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26. Data on public sector savings are available over a longer period.

Including technical assistance grants as current receipts, these
averaged around FMG 2.8 billion in the early 1950's, when they covered

half of public investments, but by 1958-61, they fel to around F4G

1.2 billion as the result of a rapid growth of public expenditures (10%

annually), which outstripped th.e growth of revenueg(
6%). However, an

important new fiscal effort was initiated in late 1961, which led to

a recovery of savings to an average of FT14G 3.9 billion in 1962-6h, or

approximately 40% of the higher level of public investment reached in

th.at period.

27. If technical assistance grants (which. are mainly for education
and general administration) are treated as a capital rather than a

current receipt, the savings pattern shows an improvement from a nega-

tive position in the 1955-61 period to a zero average in 1962-64.

Annual Averages (FMG billion)

1952-54 1955-57 1958-61 1962 1963 1964

Public investment 5.9 6.4 6.5 7.3 9.3 9.7
Public savings 1/ 2.8 1.6 1.2 3.9 25 a.3
Technical assisE-

ance / 1.5 2.0 3e5 3.5 3.1 3.2
Public savings

less TA 1.3 -0.4 -2.3 0.1 -o.6 1.i

Before amortization of public debt averaging about FMG 0.3 billion

in period.

2/ These are very rough estimates (particularly for the 1952-57 period)
and may be understated somewhat.

28. Private domestic savings, estîmated as a residual, would tlmus show

an average of about FMG 14.2 billion for 1962-64 (including FNIG 2.2
billion of private donations) or significantly more than the estimated

private investment average of FMG 6.8 billion. However, as indicated

by the high level of net factor income payments abroad, a good part of
this bas consisted of savings by non-nationals. Private national savings

are estimated at an average of only FIMG 4.1 billion in 1962-64, if
private donations from abroad are included, or FMG 1.9 billion wh.en

they are excluded.

External Finance

29. External transactions play an important role in the Malagasy econoiùy.

In recent years, current receipts and current expenditures have both.

averaged about one-quarter of the total domestic product, and nearly

one-third of the money product. As far as can be determined, this pro-

portion has been roughly constant over the past deçade.
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30. Merchandise exports, which account for about sixty percent of current
receipts, are comparatively well diversified. The most important is coffee,
normally accounting for one-third of the total, while luxury rice, vanilla,
sisal, sugar, tobacco and meat together account for another 40%, with
the remainder consisting of a wide variety of smaller items. Nevertheless,
total exports have, on average, been affected by fairly tfide year to year
swii'gs in prices particularly in the i950t's As noted, howeever, the average
from 1960 through 1964 was maintained at a level significantly higher
(10%) than that of the previous decade.

31. According to very rough estimates, invisible earnings have increased
by about 50% in the past ten years, chiefly as the result of the expan-
sion of French personnel in M4adagascar, especially the military. Including
technical assistance grants and private donations, gross invisible in-
flows seem to have reached a peak of FHG 18 million in 1963, but probably
started to fall moderately in 1964 as the number of French troops started
to decline.

32. IIerchandise imports (c.i.f.) rose in value by around L0% in the past
ten years (average 1960-64 over average 1950-54), which iwas roughly the
same as their increase in volume. However, in the past three years, the
growth rate has been somewh.at faster, mainly as the result of sharp in-
creases in imports of equipmrent goods, which went up from 33% of the total
in 1960-61 to 38% in 1964. In that year, total imports reached a record
level of FIIG 33.5 billion, as against an average of FIIG 27 billion in
1960-61. Part of the recent increase in value is also attributable to
increased freight rates, which have risen by around 50% since 1957. (Total
freight payments accounted for an estixated 20% of the ixnport bill in 196h.)
Payments for other non-factor services have accounted for around F!fG 5 bil-
lion in recent years, the main items consisting of foreign travel and
expenditures by the Xalag3sy Government abroad.

33. Factor income payments totalling FNG 10.0 billion in recent
years, or around 7% of GDP, consists of about FMG 4.0 billion of interest
and dividends (virtually all private), and FMG 6.0 billion in wage and
salary transfers, mainly of French personnel working in Malagasy. Esti-
mates of interest and dividend paynents are probably understated, since
they represent only the actual cash transfers effected, and thus exclude
reinvested profits. On the other hand, it is quite likely that the wage
and salary payments are overstated in that they probably include some
capital transfers, by people leaving the country or planning to do so.
It is assumed here, rather arbitrarily,that these errors are approximately
offsetting.

34. With the rise of imports in 1963 and 196h, the current deficit went
up to FRIG 10 billion in those years, as compared to FMrG 5 billion in 1962,
and a similar level in 1960-61. This deficit has been financed in the
main by a French budget subsidy averaging around F1MG 2.0 billion since
1961 (which is to be used mainly for the development of 'he ?4alagasy
army) and grants from France and the EEC which have riseùj from an average
of around FIMG 3.5 billion in 1960-61 to FIIG 5.0 billion or more in 1963-6h.
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Net official foreign borrowing mainly, from the PFench Caisse Centrale,
has been only about FMG 0.5 billion annually. Finally, new private
foreign capital inflow is estimated to have risen from less than FMG 1.0
billion in 1960-62 to around 3.0 billion in 1964. In total these inflows
have been moderately greater than the current deficit, taking 1962-6h as
a whole, with the result that exchange reserves have risen by around
FMG 1l0 billion in the period. At the end of 1964, reserves of the
Central Bank were, however, still quite modest - around FMG 12.5 billion
($50 million) or the equivalent of three and a half months imports at
the 1964 rate, but the country still has ready access to the overdraft
facilities provided by the French treasury.

35. By mid 1965, Madagascar's external public debt (including local
government debt to the Caisse Centrale as of Dec. 31, 1964) amnour.ted to FM4 18
billion ($77 million). Total service payments in 1965 are estimated at FG 10

billion or about 3% of the present level of exports of goods and services.
Service on present debt will reach a peak of E4G 1.2 billion by 1972.

Public Finance

36. As already noted, Madagascar's public sector is fairly decentral-
ized. The budget of the central government accounts for roughly 65% of
gross current receipts and expenditures from domestic resources, the
budgets of the six provinces account for another 15% while those of 34
urban municipalities and some 700 rural communities make up another 5%
of the total. The budgets of autonomous public agencies which are annexed
to the general budget account for the remaining 15% of gross current receipts
and expenditures. These include the railroads, the port of Tamatave, the
government printing office, garage and workshops, and the post office.
In the aggregate, gross current receipts in 1964 amounted to around FMG
36.0 billion, or about 22% of GDP. Treating public enterprises on a net
basis (their profits amounting to about 20% of their gross receipts), the
total corresponds to about 20% of GDP. However, adding technical assistance
grants estimated at someewhat over FMG 3.0 billion in recent years, total
current receipts from domestic and foreign sources would again come to
about 22%.

37. Approximately, one-half of domestic current receipts are derived
from indirect taxes on foreign trade and goods and services which are
collected by the central government. Direct taxes account for one-
fourth of the total, the central governnent receiving about 50% and the
remainder being levied by the provincial and other local governments.
Non-tax revenues come from receipts from rentals and sales of public
properties and from charges for services rendered by the public agencies
referred to above.

38. Domestic outlays on administrative and social services each make
up 35% of total current outlays, while economic expenditures account
for 25%, with debt service and miscellaneous expenses accounting for



- il -

the remaining 5%. The major part of expenditures out of technical assist-

ance grants is in the field of education, wihere nearly 1,000 French

teachers are working. In addition, substantial sums are being provided

by France for overseas scholarships for Malagasy students. There are

also about over 500 French technicians working in the administrative and

economic services of the government and about 350 helping to train the

army and police. Smaller numbers of other foreign nationals are spon-

sored by the UN and by other bilateral programs of technical assistance

projects in Niadagascar.

39. Between 1960 (the year of independence) and 1964, total current gov-

ernment expenditures i/ rose by around 50% in current prices, but the

major part of the increase (30%) occurred in the first year, largely 
as

the result of the increased administrative expenditures of the Provinces.

The result was a reduction in the public sector current surplus from

about FM1G 1.4 billion in 1960 to 0.3 billion in 1961. In an effort to

rebuild the surplus, the government introduced new tax measures and

effected a 20% reduction in the salaries of government employees (in-

cluding members of Parliament and Cabinet Ministers). As a result of

the latter economies, total government expenditures remained roughly

constant in 1962, although they were permitted to rise again in the

next two years by around 9 % annually, reflecting the need for expanded

social and economic services. Current revenues on the other hand in-

creased by 15% in 1962, bringing the surplus up to F0IG 3.6 billion 
in

that year. After levelling off in 1963 (a poor export year), revenues

rose another 20% in 1964, resulting in an estimated surplus of nearly

FIIG 4.0 billion in that year.

*4p. For financing the remainder of its rising development outlays,

the government bas, as noted, had access to substantial external grants

from France and the EEC. Borrowing has been relatively low and th.e

terms have been comparatively easy. There bas been virtually no use

of bank credit or suppliers credit finance by the public sector.

Monetary Developments

4,. Bank credit to the private sector bas expanded by around 10% annually

between 1962 and 196> - the only period for which comprehensive monetary

data are available. About half of total credit expansion has been pro-

vided by the government deve]onmpnt bank - whose resources are provided in

turn mai4ly by external loans from the Caisse Centrale. In this period,

time and savings deposits have grown quite fast, but are still quite

small relative to demand deposits (10%). Net foreign assets of the

banking system rose moderately in this period. The net result was an

/ Excluding those financed by external technical assistance grants but

including amortization of public debt averaging about FMG 300 million

in the period.
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increase in the money supply averaging about 6.5% annually in 1963
and 1964, or roughly the same rate as GDP at current prices.

4.2. Interest rates are relatively low in Madagascar, varying between
the 3-4% rediscount rate charged by the central bank, which provides
about one-half of total credit to the economy, and the 5-6% charged
by the commercial banks depending on their level of deposits, volume
of business and distance from Tananarive.
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III. Development Problems and Plans

The Main Problems

43. Pilidagascar faces development problems fawiliar to most African
countries - a rapid population growth, prospective declines in export
prices, a limited natural resource base and a small domestic market.

44. The population growth rate has been accelerating under the imqpact of
public health programs - from an estimated 1.7% annually in the immediate
post war period, to around 2.3% in the mid 1950's and 2.6% at present.
Assuming constant fertility and a moderate further decline in mortality,
the rate could easily reach 3% in tho lïtc 1960's wit-i h re3ultinC- totcl
population of 7.5 million in 1970. Zven asswning some reduction in the
growth rate can be achieved in the next decade, there still will remain
an urgent need to increase incomes and employment if per capita standards
are not to decline.

45. While Madagascar as a whole is far from being over-populated,
the most densely settled parts of the island, on the central plateaus
and the east coast, have experienced the fastest rates of population
growth, causing serious pressure on the land and lowering the standards
of living of those living in these areas. Because of the difficulties
of transportation and communication between regions, such areas suffer
from shortages of the staple food, rice, even when other areas produce
a surplus. Given expanded investments in transport and irrigation, it
should be possible to encourage migration and settlement of under-
populated areas, relieving the pressure on present high density zones.
Madagascar's difficult terrain makes this an expensive process, but it
will be necessary for some time if increments in the labor force are to
be absorbed productively in the next decade for employment in industry
and the service trades will at best be able to absorb only a small
fraction of the increment in that period.

46. Improved transport facilities are also likely to be a funda-
mental requirement for eventual exploitation of the country's modest
mineral deposits and for development of the domestic market for manufac-
turing. Given the high cost of transport investment, th.s suggests
that, for some time, the overall capital output ratio is unlikely to fall
below its recent level of arolnd 3.3 to 1. Thus, increased output will
depend largely on increased investment - and on continued or expanded
technical assistance to help maintain and strengthen the country's
standards of administration and level of skills.

47. Difficulties in mobilizing resources to finance such an
expansion of the development effort will be increased during the coming
years by declines in export prices expected to take place, both as the
result of removal of preferences in the French market and declines on
the world market. Overall, an average price drop of around
15% from the 1964 level is projected by 1970 (See Annex A).
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Development Policies and Plans

48. In spite of these difficulties, Madagascar should be able to
achieve some increase in the pace of its development in the coming years,
given adequate external support. For one thing, the country has so far
enjoyed an outstanding degree of political and financial stability, and
its consistently receptive attitude towards private investment has
produced important results in recent years. Secondly, government
administration, supported by external technical assistance, is compara-
tively efficient both in its normal administrative functioning and in
its economic services and institutions. Thus, while investment may be
comparatively expensive, due to high transport costs and lack of out-
standing natural resources, it is not likely to be generally wasteful.

ù9. The Malagasy Government is aware of the need to expand invest-
ment. In 1960, a General Planning Commission was created and after
several years of preliminary study of the country's resources and future
needs, a five-year development plan was formulated. Detailed projections
were made covering the 1964-68 period based on individual projects and
programs on both local and national levels and results were adjusted to
fit within the framework of projected macro-economic accounts.

50. In the aggregate, the Plan calls for total investment of FMG
165 billion in the five years. The approval of the Parliament was
received in mid 1964, but some delays in implementation have been
encountered, chiefly as the result of the need to establish several new
institutions charged with carrying out important parts of the Plan.
Thus, for practical purposes, the implementation is more likely to take
place over the six year period 1965-1970.

51. The plan target of FMG 165 billion is not fully comparable with
national accounts estimates of past investment. The main identifiable
difference is in the inclusion of FMG 15 billion of non-monetary invest-
ment in the Plan. In addition, some development expenditures normally
defined as current (studies etc.) are included - perhaps in the order of
FMG 10 billion. Excluding these, the average Plan fixed investment
target would, if spread over a six year period, amount to about FMG
23 billion, as compared with an average of about FiMG 15 billion in the
1962-64 period. Assuming a steady annual increase, this would imply a
total of around FMG 28 billion by 1970, a rise of nearly 70% over the
estimated 1964 level of FMG 17 billion. This is not an unreasonable
target from the stand-point of macro-economic considerations. It would
raise the ratio of fixed investment to around 14% of GDP by 1970,
compared with 10 or 11% in 1964.1/

52. Whether this much of an increase is feasible in terms of
absorptive capacity is difficult to judge at this stage. The Bank staff
has so far not been able to examine the main projects or sector programs
in any detail, except in the cases of roads and education. Nevertheless,
from these and other partial indications of past performance and of the

1/ Allowing for inventory increases, the 1970 rate might be 15%
as compared with one of 12% in 196h.
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quality of the Plan, the tentative judgment of the mission is that
increased investment of 60-70% in the next six years may be feasible,
given continued technical assistance from abroad and expanded foreign
financial support.

The Main Elements of the Plan

53. The broad sectoral allocation of projected investment appears
reasonable, with nearly forty percent earmarked for the directly produc-
tive sectors, 38% for transport and power, and the remainder for
education, housing, health and administration. The allocation within
each category between the public and private sector also appears plausible.

(FMG Billion)
1/

Public Private Total %

Agriculture 23 16 39 (24)
Manufacturing, handicrafts &

tourism 1 17 18 (11)
Mining 1 5 6 (h)
Power 3 1 4 (2)
Transportation and tele-
communications hh 15 59 (36)

Education 6 1 7 ( h)
Housin3 and commercial building 6 18 2h (14)
Health and Water 5 - 5 ( 3)
Miscellaneous 3 - 3 (2)

Total 92 73 165 (100)
of which:

Monetary 92 59 151
Non-monetary - 1h 14

1/ Including a total of FMG 23 billion for statutory corporations.

Although it is not possible to obtain fully comparable data on
past investment by industrial sector, the available information (mainly
from the French and EEC foreign aid programs) indic4te that the planned
distribution does not represent any major shift from that of the past
five years. The main difference lies in the effort to expand the
overall magnitude - an effort which, as noted, is already reflected in
actual results for 1963 and 1964.

Agriculture

54. In agriculture, the original Plan called for direct public in-
vestment in crop improvement of around FMG 9.1 billion, with another
FMG 2.6 billion to be devoted mainly for this purpose through the
regional rural development companies (Societes d'Amenagewmnt). Of this
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total of FMG 11.7 billion, roughly 8.5 billion was earmarked for new and
improved irrigation projects for rice, while projects for expanding
cotton, groundnuts and oil palm were to get most of the remainder. Since
the Plan was prepared, the EEC Fund for Productivity and Diversification
has agreed to an FMG 1.6 billion outlay on improving coffee productivity
as against only FMG 250 million earmarked for this purpose in the Plan.
It has also earmarked FMG 1.0 billion for improvements in rice, cotton
and pepper and a further FMG 2.5 billion for non-specified "diversifica-
tion" projects which presumably include a good deal of crop development.
Private sector investments in crop development are projected in the
Plan at about FMG 6.5 billion in cash and FMG 4.4 billion in kind
("investissement humain "). Here again, investments in rice production
are expected to claim the main part - about FNG 6.0 billion of the FMG
10.9 total.

55. The Plan also calls for an important outlay on efforts to
improve livestock and fish production. Public investment of FMG 6
billion is earmarked for the construction of state-owned slaughter houses,
pasture improvement,water holes and fencing. In fisheries, two impor-
tant private projects are under consideration - one for tuna development,
the other for shrimp. Investments are estimated at FMG 1.3 billion for
these. In forestry, public investment of FMG 3.3 billion is projected
for planting trees for industrial use (such as pine for the manufacture
of paper pulp) and reforestation to prevent soil erosion. In addition
an allowance of FM4G 2.3 billion in non-monetary private investment is
made on the assumption that each community will undertake replanting of
at least 500 ha.

56. Finally, public sector spending on research, studies, rural
teaching, administration and other miscellaneous items is projected at FMG
1.8 billion and miscellaneous private investment at FMG 1.2 billion.

Manufacturing

57. The Plan projection for industrial investment of FMG 18 billion
places major emphasis on the private sector. The public role is limited
mainly to assisting handicraft activities and the provision of loans
through the development bank. The major item is a petroleum refinery
costing some F14G 4 billion (including stocking and distribution facilities),
The refinery, which is located at Tamatave, is scheduled to begin oper-
ations in 1966. Investment in food processing, textiles and wood
industries, including paper, together account for FMG 7.5 billion while
FM4G 2 billion is planned for the expansion of the tourist industry.
These targets seem attainable. As noted earlier, private investment in
manufacturing has already picked up considerably in the past few years,
mainly as the result of the incentives provided under the Investment Code
enacted at the end of 1962. By mid-1965, 120 applications had been
received, most of which were in the industrial sector, and more than
sixty companies had been granted preferential treatment. The total
capital investment under these projects alone has been estimated at FMG
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6-7.0 billion, including FMG 1.5 billion for the construction of a paper
mill, FMG 300 million for a glass factory, FMG 200 million for a match
factory and F4G 1.0 billion for the expansion of the textile industry.
Most of these investments as well as the refinery have been financed
with foreign capital. Prospects for a continuation of industrial
development are good and it is the one sector in which the original
schedule of investment forecast in the Plan has been met despite the

delay in the execution of the overall Plan.

Transport

58. The lack of an adequate transport network has been an important
factor in limiting economic development. The absence of access routes
has limited production for export and the existence of important gaps in
the network, such as the lack of a road between Diego Suarez and
Tananarive, has been a handicap to manufacturing development for the
domestic market. Although the motor vehicle fleet has more than doubled

in ten years, a large proportion of which consists of relatively new
heavy trucks, their use has been limited by existing road conditions.

59. To help overcome these limitations, over one third of total
Plan investment is earmarked for transportation and communication.
FMG 23 billion is earmarked for the construction and improvement of
roads by the public sector while the private sector is expected to spend
around FMG 13 billion on automotive equipment. These investments are
expected to lead to a 60% increase in the primary road system (roads
which connect major cities or areas) and improved standards of con-
struction of both primary and secondary roads (roads connecting villages
to the primary road network). To further improve transport services,
the Government hopes to group small private carriers, which make up about

80% of the commercial fleet, into larger, more efficient units.

60. Internal air travel is already fairly well developed, with over

fifty cities being served by Air Madagascar on a scheduled basis and
traffic is rising steadily. The hoped for increase in tourism is

expected to lead to a rise in international traffic. Therefore, the
Plan allows for expenditures of FMG 3 billion for the expansion and

improvement of airfields and FMG 5 billion for the purchase of new

equipment. Most of this investment is expected to be carried out by
Air Madagascar, a semi-public company.

61. While inland water transportation is insignificant, coastal
navigation accounts for about one-third of the traffic of Madagascar's
numerous ports, international traffic accounting for the remainder.
Because of the high cost of maintaining and operating a large number of

ports for the use of both coastal and international traffic, the Govern-
ment plans to concentrate international traffic in the four larger ports

and has allocated FMG 3 billion for their expansion and improvement. An
additional FMG 1 billion is expected to be invested in equipment by the

private sector.
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6.2. Madagascar's four railroads are concentrated in the middle of

the island and connect the plateau to the east coast at Tamatave and,

further south, at Manakara. The Plan allocates FMG h billion for the
improvement of existing lines, primarily the line connecting Tananarive
to Tamatave and FMG 2 billion for the purchase of new equipment. The
extension of the Tananarive-Antsirabe line on the plateau is also fore-

seen at a later date, completing the existing rail network. These
investments are to be carried out by the government-owned company which
operates the railroads.

Social Investment

63. Planned social investment other than housing comes to a total
of FMG 12 billion, and will almost exclusively involve public funds.
Over half of the total or FMG 7 billion will be spent on education, the

remainder being allocated to the improvement of health facilities, water
supplies and sanitation. Of the total planned outlays on education,
40% are for primary schools, 25% for the University of Tananarive and
35% for teacher training, technical and secondary schools. The project
for the construction of the Complexe Scolaire de Tananarive which has

been submitted for Bank/IDA financing accounts for an important part of

planned outlays in the latter category. The major part of the FMG
3 billion to be spent on health will be used for the construction of

hospitals.

64. The rapid growth in population has been accompanied by a

substantial migration from the rural areas to the cities, especially the

capital city of Tananarive which hasseen a yearly increase in population
of over 11,000 inhabitants. In order to maintain a population density

in the order of 250-350 inhabitants, 35 ha. a year must be built-up and
if relocation of those who are badly housed is taken into account, the

requirement is increased to more than 4O ha. per year. In order to
accommodate and service the rising urban population, the Plan forecasts
public spending on urban housing at FMG 6 billion and private commercial
and other building of FMG 12 billion. An additional FMG 6 billion of

non-monetary investment is expected to take the form of housing by the
rural population.
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IV. PROSPECTS FOR OTJTPUT AND FOREIGN TRADE

65. Given a developnent effort along the lines indicated in the previous
chapter, some acceleration in Madagascar's overall growth rate should be
feasible in the next several years. The official plan target is a growth
rate of 5.5% from 1964 to 1973. This seems excessively optimistic at
least for the next five years, both in the light of recent production
trends and of the likelihood that the investment programi will be spread
out over a longer period than called for in the Plan. However, with an
increase in fixed investment of the types described earlier - to an over-
all rate of 14% of GDP by 1970, annual rate of growth of domestic output
should increase from the 3% average of recent years to an average of
around 4.5% in 1964-70. Real national income is likely to grow somewhat
more slowly because of expected declines in export prices and an increased
outflaw of factor income.

Agriculture

65. In 1964, the total value of agricultural crops was FMG 41 billion.
Of this total, paddy accounted for FMG 18 billion and the most important
other subsistance crops in value terms - manioc, corn and potatoes - for
FMG 3 billion. Major cash crops grown primarily for domestic consumption -
cotton seed, groundnuts, and sugarcane - were valued at FMG 3 billion
and the most important export crops at FMG 11 billion (coffee 5 million,
vanilla 1 million, tobacco 2 billion and spices 1 billion). The export
component of crop production has remained at roughly 40% of the total
value of output, with the exception of 1958 and 1962 when it rose to 50%
owing to record levels of output of coffee and rice.

67. The poor growing conditions which have been the rule in recent years
have had a particularly adverse effect on paddy production. From 1960
to 1964, output increased only 7%, as compared to 17% between 1954 and
1958, with a resulting need to import rice in 1964 and 1965. Even after
allowing for the exceptionally poor weather conditions, it appears that
the secular trend of output may have declined from 3% in the earlier period
to around 2% recently, owing both to smaller yearly increases in area
under cultivation and in yields.

68. As indicated in the preceding chapter, the Government plans to put
substantial emphasis on achieving a reversal of this recent trend, both
by increased investments to expand the area under cultivation and to
improve productivity in existing areas. An important expansion of extension
services is also planned. While implementation of these programs is likely
to go more slowly than proposed in the Plan, it would not seem unreasonable
to expect that they could achieve an increase in the average growth rate
in paddy output to between 2.5% and 3.0% over the next fiveyears. This
should be sufficient to meet domestic demand for ordinary rice and leave
perhaps 20,000 tons of the deluxe varieties for export. However, with
the price of deluxe rice expected to drop by about 40% after the elimiration
of the French subsidy, total export earnings from that volume of exports>
would average only about half of the 1963-1964 average of FMG 1.3 billion.
Output of other subsistence crops will probably continue to increase at
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about the same rate as that of rice or perhaps even faster. There are
possibilities for expanding exports of those crops, mainly of beans and
tapioca, whose export level averaged FMG 0.7 billion in 1962-64 and
could well exceed FMG 1.0 billion by 1970.

69. The outlook for cash crops grown mainly for domestic consumption
is much more optimistic. Output of cotton has risen by 30% a year in
recent years and should continue to increase at about the same rate for
some time, given the planned expansion of irrigated land and increasing
use of high yielding varieties. This will be used mainly by the rapidly
expanding domestic textile industry, but some exports should also be
possible by 1970. Sugarcane is grown and processed into raw sugar
both for domestic consumption and for export. The rate of growth in
the recent past has been sufficient to satisfy rising domestic demands
and to permit a 10% yearly increase in exports. While further expansion
of output is expected in order to meet a continued increase in dcmestic
demand, the volume of exports will fall somewhat because of marketing
limitations, and earnings from exports may well decline by about
15% over the next five years. Production of groundnuts averages
about 32,C00-35,000 tons, one-third of the total being exported.
While exports are expected to remain at about this amount, both in terms
of volume and value, total output should more than double by 1970 to be
processed into oil and to make fodder for the livestock industry, which
does have good export prospects. Production of copra, which is now only
500 tons is expected to reach 5,000 tons by 1970 for use in the product-
ion of soap. About 40% of the increase is expected to result from the
output of existing trees and the rest from new plantings. The introduction
of palm trees is also planned and production of palm oil for industrial
use is forecast at 3,000 tons by the early 1970's.

70. As noted, the main crops grown primarily for export consist of coffee,
vanilla, cloves, pepper, sisal and tobacco. Recently high quality bananas
and cocoa have joined the list. The prospects for these crops are
discussed in some detail in Annex A. In summary, export volume for this
group is projected to increase by around one-third between 1964 and 1970,
but the value is likely to go up much less than this because of expected
price declines. Thus, whereas the total value of these exports was
FMG 13 billion in 1964, it is not likely to be more than FMG 14 billion

by 1970. Coffee exports which accounts for half of this value should be
up to around FMG 6.6 billion, as compared with the 1963-1964 average of
FMG 6.0 billion, assuming production can be increased sufficiently to reach
the quota of 51,000 tons as compared with an actual.tonnage export of
î1,000 in 1963-64. Vanilla should also be up somewhat (say to FMG 2.0

billion) if recently introduced marketing arrangements are continued, while
bananas and cocoa could well be triple their small 1964 level (0.3 billion).
On the other hand, sisal exports (FMG 2.1 billion in 1964) are likely to

be significantly lower in 1970 as the result of the recent fall in price.
The export value of cloves, pepper and tobacco are expected to remain
about the same as in 1964 (around F?rD 2.7 billion).

Livestock, Fishing and Forestry

71. Output of livestock products,which accounts for 17% of total agri-
cultural output, has been stagnant for several years. In part, this has
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been the result of marketing difficulties, but the slaughter rate is also low
relative to other African countries,primarily because of poor animal husbandry

practices. However, the potential for livestock production is considerable
and with some increase in productivity through improved pasturage and care,

together with the construction of government otmed slaughter houses, exports

of meat and meat products could double in quantity and value over
the next five or six years. Output Of dairy products for
domestic consumption is also expected to rise by perhaps 2-3%
a yenr with the construction of a governxncnt operated dairy. Ihile
fisning has expanded at a rapid rate, it still accounts for a very small
percentage of output and consists primarily of fresh water fish for domestic
consumption. However, if plans materialize to expand marine fishing, exports

of tuna and other seafood could add perhaps F;Y 600 million to export
earnings by 1970. Forestry production accounts for about 5% of primary
sector output and is used mainly for domestic building and fuel. Although

exports of wood rose from only 250 tons in 1960 to 4,000 in 196h, their
value was less than FMG 50 million. Ho{wever, raphia exports have averaged
around FMG 600 million, and there is no reason to expect a fall. While a

further increase in output and in exports is probable, the potential in
this area is relatively limited because of the distance from markets, the

unfamiliarity of the kinds of timber found in Madagascar, and the inaccess-

ibility of existing timber resources. Moreover, reforestation of large areas
of the country is of the utmost priority in crder to prevent soil erosion and

to improve the quality of the soils.

Mining and Energy

72. Production of minerals, which accounts for an average of 4% of
export earnings, has shown little tendency to increase. Output and exports
of high grade graphite and mica, two of the most important traditional
sources of export earnings from this sector, have declined in recent years,
owing to increased competition from cheaper synthetics and rising product-

ion costs. Uranothorianite, a nuclear material, has also been a relatively
important source of export earnings but deposits will be exhausted by
1968. Exploitation of other minerals with nuclear content has been hindered
by inadequate transportation and port facilities, as has that of deposits
of bauxite and chromite. Some increase in chromite exports seems likely,
but even with additional infrastructure investment, mineral production is
not likely to make a major contribution te GDP or to export earnings in the
foreseeable future. In contrast to mining, both production and consumption
of energy have shown a rapid rate of growth and, while considerable excess
capacity still remains, this will be exhausted by 1970 with a continuation
of recent rates of consumption.

Manufacturing and Construction

73. The investments in manufacturing which have taken place in 1963-65
and which are planned for 1966-70 could lead to a tripling or quadrupling
of the small 1962 capital stocks in this sector by 1970. However, much
of this new investment is comparatively capital - intensive, and value
added is not likely to increase at that rate. Nevertheless, a doubling
in gross value added over the estimated 1964 level of around FMG 8 billion
would not seem implausible by 1970, assuming the greater part of present

manufacturing plans materialize.
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7>. Most of the new manufacturing output will be for domestic consunip-
tion. However, there will be some export of surplus petroleun products
from the refinery (estimated gross value: FMG 500 million) while the
chemical pulp project proposed in the Plan could produce exports with a
gross annual value of FHG 900 million if and when it is realized.

75. If total investment can in fact be expanded by 70% between 1964
and 1970, domestic construction activity will be increased by nearly
that much over the estimated 196b level of FMG 7 billion (value added).
A good part of payments for increased civil works activity will probably
have to be made to foreign contractors in this period, in view of the
limited national contracting capacity, but there will certainly be a
substantial impact on local employment in this sector.

Other Services

76. With an expansion in transportation investment of the magnitude
planned, the volume of transport activity (around FMG 15 billion in 196h)
should tend to increase faster than the national product, as the country
is opened up for greater internal trade. If in fact, transport costs
(and prices) are brought down as the result of improved quality of
construction and maintenance, this would not be reflected in a proportion-
ate increase in value added by transport services at current prices. Most
other private services should grow roughly in line with the national
product.

77. A growth in public services of at least 5%o annually over the
next five or six years will probably be necessary if there is to be an
adequate expansion of services in education, agricultural extension and
the like (See Chapter V). The absolute level of foreign technical assist-
ance service in the public sector should probably remain at least as high
as it has been in recent years. Gross expenditures by the military in
recent yeans are estimated at around FIG 9 billion, and on a net basis
at around RfG 6 billion. A decline in the number of troops stationed there
has already started and seems likely to continue over the next five years,
so that the loss in net sales may well be as much as FMG 3 billion by
1970. A moderate increase in other government expenditure in Malagasy
might be assumed, in addition to technical assistance, perhaps offsetting
a part of this drop.

Summary of Output and Income Prospects

78. Thus on balance a growth rate in real output of perhaps 4.5%
might be projected for the next five or six years. Real national income
is not likely to grow quite so fast as the domestic product because of
expected declines in export prices and a rise in net factor income
payments to abroad. The negative impact of the projected drop in export
prices by 1970 is expected to be around FMG 2.0 billion as compared with
the 1962 price level, and FMG 4.0 billion in relation to 1964 prices.
Transfers of wages and salaries abroad are likely to decline somewhat if
the French military establishment is reduced to the extent indicate earlier.
On the other hand, investment income transfers are likely to rise
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significantly if foreign capital inflow plays anything like the role
envisaged in financing private investment over the next several years. An
increase in interest payments on public debt is also likely. Thus, on
balance a rise in total factor income payments to around FMG 11.0 billion
by 1970 might plausibly be projectd, as compared with an estimated FY.G 10.0
billion in recent years. Such developments would mean that real national
incame would rise by only around 4.0% annually in the next six years.

Implication for Exports and Imports

79. The rise in the total value of merchandise exports at current
prices is likely to average less than 4% annually in the next six years
with the prospect they would total roughly F1G 28 billion in 1970. Given
the fall in earnings from sales to the military, total exports of services
are likely to decline from their peak of FYG 12 billion in 1963 to no more
than FMG 10 billion in 1970, so that gross earnings may be projected at
around F1G 38 billion in 1970, as against a previous peak of FPfl 35.5
billion in 1962 and FMG 3h.5 billion in 1964.

80. The import requirements suggested by the projections of invest-
ment and output would probably involve an increase of nearly 30% over the
1964 level by 1970. Imports of capital goods and construction materials
(other than cement) would have to rise by around 60% to permit the increase
of fixed investment projected. Import substitution in several of the key
industrial raw materials (cement, cotton and petroleum products) should
keep irmports of these products from rising. However, the other raw material
imports would undoubtedly have to rise fairly rapidly to permit the projected
expansion of manufacturing activity even though a fair part of this will
involve processing of local materials. The substitution of imported consumer
goods toward which the rise in manufacturing and in food production will be
largely directed should keep the growth in imported consumer goods to modest
levels, even assuming a moderate growth in per capita consumption. Another
factor holding the latter down will be the reduction in French forces which
is expected. Imports of non factor service are not expected to rise much
on the assumption that most technical assistance will continue to be provided
by grants, and that Malagasy Government expenditures abroad will not rise.
On the basis of these considerations, irnports of goods and services might
plausibly be projected at around FMG 50 billion by 1970, as against FNG 40
billion in 1964.

81. Thus, on this assumption there would be an increase in the deficit
on goods and services from F14G 6 billion or 4% of GDP in 1964 to around
FIAD 12 billion or 6% of GDP by 1970. After factor income payments abroad
and current transfers (assuming a moderate rise in the latter), the total
current deficit might be in the order of FMG 17 billion, as compared with
FM1 10 billion in recent years.

V. THE FINANCING OF INVESTMENT

82. If the elements described in the preceding chapters develop along
the lines indicated, the pattern of national expenditure over the next
several years would result in only a moderate increase in Madagascarls
national savings rate, and an increasing inflow of foreign capital.
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The next question concerns the plausibility of the projected savings rates
and the size of the implied inflow from abroad.

Public Sector Prospects

83. It may prove possible for the public sector to increase its
contribution to domestic savings moderately, but this will not be easy.
First of all, it is clear that government services in a numnber of sectors
will have to rise significantly if there is to be adequate current support
for the development effort. Moreover, there will be pressures for raising
defense and other administrative services, especially as the foreign (French)
contribution in these sectors is reduced. Secondly, current revenues at
existing tax rates are not likely to rise as fast as national income
because of shifts foreseen in the pattern of imports, and the impact of
tax concessions on new industries for the home market.

The Outlook for Current Expenditures

84. Between 1958-60 and 1962-64, the growth of current expenditures
(other than those financed by technical assistance) has averaged about 8%
annually, with the total reaching FMG 28 billion by 1964. Outlays on the
main economic services (maintenance of public works and agricultural
extension) accounted for less than 25% of the total in 1964. For the future,
expanded allocations for road maintenance over the 1964 level (FMG 1.2
billion) will be required with the extension and improvement of the road
network as presently planned and the need to increase average outlays per
kilometer, which are now inadequate. Higher current outlays on agricultural
extension services (currently estimated at FMG 3,5 billion) are also needed
in order to support the investment program in this sector.

85a One area where determined efforts should be made to avoid an
increase in outlays, is that of subsidies to stabilization funds and market-
ing boards. In recent years, these bodies have received an average of arour.d
FMG 400 million from the budget to cover current expenses, in the form of
rebates from export taxes. (This question is discussed further below in
connection with the prospects for export tax receipts.)

86. Education outlays should probably also be increased significantly
over the next five years. Current budget outlays for this purpose have
gone up from FMG 2.8 billion in 1960 to FMG 4.6 billion in 1964, while
foreign technical assistance outlays on education in Madagascar
h.ave rison ta Een estimated FMIG 2.0 billion or FlG 2.5
billion. In addition, foreign scholarships of up to F4G 1.0 billion have
been provided in recent years. We assume that technical assistance support
will continue at least at present levels in this sector, and that Malagasy
budget outlays could usefully rise to as much as FMG 7.0 billion by 1970.
Assuming a more modest growth is possible on health and other
s ocial servicee totàl budget outlays on social service might be projected
as rising to about FMG 14.0 billion by 1970 as against FEG 10,0 billion
in 1964.

87a At present, budget outlays on defense in Malagasy are just over
FMG 2.0 billion, or around 1% of GDP which is comparatively low. On the
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other hand, military outlays by France in the country are still quite large.
Presumably, a good part of the latter can be attributed to regional respon-
sibility, so that the reduction now in process need not be compensated
fully by increased Malagasy budgetary outlays. Arbitrarily, we
have projected French expenditures at around FMG 5.0 billion by 1970,
while budget outlays might rise to around FMG 3.5 billion. Assuming a
modest rise in other general administrative services, total budget outlays
in this sector by 1970 might be projected as rising by around 30% over
the level of FMG 9.5 billion in 1964.

88. Interest on external public debt ts of June 30, 1965 will remain
at thç present level of WEG 0.2 billion through 1970. However even if
the service on new public debt in the next five years is on quite favorable
terms, the large amounts of public capital inflow required could well
lead to a significant rise in these charges. For example, if as indicated
below some F1MG 60 billion foreign capital inflow is required by the public
sector in 1965-1970, a 2% average interest rate could lead to increased
charges of FMG 1,2 billion by the latter year.

69. In sum, it seems quite likely that current public expenditures
could rise in real terms between 5% and 6% annually over the next six
years bringing total outlay to around FMG 39 billion by 1970.

1960 1961 1962 1963 1964

Economic Services 5.0 5.5 5.8 6.o 6.7

Road maintenance 1.0 0.9 1.0 1.1 1.2
Stabilization funds 0.3 0.4 0.5 0.4 0.4
All other 3.7 4.2 4.3 4.5 5.1

Social Services 7.1 7.9 8.4 9.2 l0.0

Education 2.8 3.3 3.7 4.2 4.6
All other 4.3 4.6 4.7 5.0 5.4

General Administration 7.4 9.2 9ol 11.L 11.0

Interest on external debt 0.4 0.4 0.2 0.2 0.2
Defense and other 7.0 8.8 8.9 909 10.8

Total 19.4 22.6 23.3 25.3 27.71/

The Prospects for Revenue

As noted current revenues from domestic sources (i.e. excluding
external transfersS had risen to 20% of GDP by i964, as against 16% in
1960. This is a comparatively high ratio for a country of Madagascar's
per capita income level, and achieving comparable increases in the future
will be very difficult in view of the shifts which are taking place in
econony. While total import growth may be as fast as in recent years,

1/ Exchange amortization of debt.



revenue from custom duties and turnover taxes on imports (which accounted

for ho% of total revenue in 1964) will tend to rise more slowly because
of the shift in composition away from consumer goods with relatively high

tax rates to greater emphasis on raw material and capital goods imports

which are subject to lower rates.

9? 1. Moreover, export tax revenues (which have averaged about 7%

of total revenue) are likely to fall in the next several years if export

prices decline as expected. Export tax rates which were already reduced

in 1963 and 1964 will probably have to be reduced still further in order

to maintain adequate production incentives. As noted earlier, there may

indeed be pressuresto continue export subsidies after the EEC funds for

this purpose are used up in 1966-67. For the time being, however, we

assume that receipts from export taxes net of budget support to the stabiliz-

ation funds will be dowm to about FMG 1.0 billion as compared with FMG 1.4

billion in recent years, and that trading surpluses and losses of these

funds will balance out, taking one year with another.

92. Direct taxes (which account for 30% of total revenue) have not

risen as rapidly as total revenue in recent years, presumably reflecting

both the departure of Europeans and the tax exemptionsgiven to new

enterprises. Enterprises which started production in 1963-66 will begin

to pay tax by 1969 or 1970, but the main increase from company taxes will

come only later. Profit taxes from the export sector may actually fall

in the coming years unless there is some adjustment of the exchange rate.

The Government has, however, announced its intention to extend thecoverage

of income tax to real estate firms and to increase the rate of profit tax

in 1966 from 28% to 31%.

9i1. All in all, it seems unlikely that current government revenue

at existing rates and collection standards would go up by more than 25%

between 1964 and 1970. It may be possible with some new taxes and improved

tax collectiorsto increase this to as much as 35%, but under existing

prospects this would appear to be the most that seems feasible.

9>. Another potential source of increased governiment savings is the

surplus of public enterprises. Among these are the seven public agencies

whose budgets are annexed to that of the central governnent and which must
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be subnitted to Parliament for approval with the latter each year. These
consist of the railroad, the radio, the post office, the port of Tamatave,
the government printing office, the administrative garage and the work-
shops of the department of public works. The. total net current surplus
of these agencies has risen from FMG 0.2 billion in 1960 to an estimated
FMG 0.7 billion in 1961. With continued improvement in operating
efficiency and some increase in activity, especially that of the rail-
roads, a`moderate expansion in their net current surplus to perhaps
FMG 1.0.1.5 billion should be possible by 1970.

95. In addition to the above agencies, there are a number of other
public institutions in which the Government has an interest and which
have the possibility of increased cash generation in the future. Most of
these have been created relatively recently and adequate information is
lacking on their financial operations. However, Air-Madagascar, which
is a nationally owned company has been more than able to meet current
expenditures and a future increase in its net surplus is very likely.
The same might also be said of the housing authority, though with less
certainty. The net earnings of the electricity and pcwer authority,
in which the Governnent holds a 30% interest, should also increase with
the expected elimination of excess capacity of present installation by
1970. On the whole, an additional FMG 0.5 billion would not be impossible
from the savings of the above institutions which might bring total savings
of public enterprises to around FMG 1.5 billion.

96. In summary, on the above very tentative and rather optimistic
assumptions, total government revenues might be projected at a maximum
of around FMG Uh billion, or 22% of GDP by 1970. Actual developments
in recent years by main source are showm below:

1960 1961 1962 1963 1964

Taxes at existing rates

Import duties 6.5 6.7 8.0 8.1 9.8
Sales and turnover 2.2 3.0 3.h 3.9 5.1
Export taxes 1.8 1.9 2.3 1.9 1.8
Direct taxes 6.9 7.1 8.0 8.1 9.8
Miscellaneous revenue 3.7 _ 01 h4.5 h.h 5.6

Sub total 21.1 22.8 26.2 27.0 31.3
New Taxes - - _ - _

Total Govt. revenue 21.1 22.8 26.2 27.0 31.3

Surplus of Govt. enterprises 0.2 o.6 1.0 0,8 0.7

Total 21.3 23.) 27.2 27.8 32.0



- 28 -

Overall Public Finance Prospects

97. Under these circumstances, total public savings would rise to about

FMG 5 billion by 1970 as against nearly FMG h billion in 1964. Savings

for the six year period 1965-70 might aggregate around F4G 27 billion.

Even assuming that the 1964-68 Public Investment Plan totalling 90 billion

is spread out over 1965-70, this would leave still something over FMG 60

billion to be financed by other sources. It may be possible for the govern-

ment to borrow a moderate amount domestically without creating inf'Latlonary

pressure or unduly restricting credit to the private sector. However,

it is unlikely that this could safely exceed an average of FMIG 1.0 billion

annually or FMG 6 billion for the six year period. Thus over 60/O of the

public investment program would probably have to be financed from abroad,

if the total were to reach FMG 90 billion in the period. The possibilities

for such financing are considered below. First, however, a brief 'ook

at private sector financing prospects and the overall monetary limitations

is needed.

Private Savings and Investment

98. As noted domestic private savings averaged roughly FMG 14.0

billion in 1962-64 or about 11% of private disposable income, while gross

private investment averaged FVG 7.0 or FIG 8.0 bilion. The most important

new source of private savings is likely to be the profits of new enterprises,

particularly those in manufacturing which are now in the process of

getting started. Assuming continued political stability and adequate

government efforts in support of such activities, it might not be unreason-

able to project an increase in the private savings rate to between 12%

and 13% of disposable income by 1970.

99. Clearly this is a very tentative and somewhat optimistic estimate

of what might be possible. If, however, it could be realized this wlould

suggest that the task of financing private investment as projected in the

Five Year Plan should not be too difficult, provided that a good part of

the profits generated by private enterprises is available for meeting

private investment needs. Frivate investment excluding self help invest-

ment is projected at around FMG 60 billion in the period. If this were

to be spread out over six years,it would imply an average of perhaps

FMG 10 billion for the period or around FMG 12 billion by 1970, as compared

with roughly FMG 7.0 or 8.0 billion in the. 1962-64 period. The pattern of

private investment finance implied for the latter period was as follows:
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1962 1963 1964 Av.

Investment 1/ .4 6.7 9.3 6.8

Commercial bank credit ( 0.2 2.2 0.8
Govt. development banks ( 1.0 1.9 1.6 1.5

Reported direct inflow 0.8 1.8 (2.5) 1.7
from abroad

All other (residual) / (2.6) 2.8 (3.0') 2.8.

1/TMy be underestimated by as much as EOG 1 billion or more annually.

1i0. It should be noted that commercial bank credit to the private
sector is closely related to inventory accumulation which reached large
amounts in 1964. Development bank 1/ financing has come in effect primarily
from the government budget (through transfers made out against the salary
cut of 1961/62) and from external resources. The comparatively large
residual item is assumed to consist primarily of self-financing i.e.
financing out of reinvested earnings.

Overall Domestic Limits to Financing of Investment

101. The question of future finance of investment through commercial
bank credit cannot be examined without a look at overall monetary and
exchange reserve considerations. It would not seen advisable to plan
on any net use of official exchange reserves in the period for purposes
of financing investment. Given the uncertain outlook for exports described
earlier, and the probability of rather large year to year fluctuations,
the present official reserves which are equal to four months imports should
probably be regarded as the prudent minimum, even after allowing for the
overdraft facilities provided by France under the existing institutional
arrangements. Thus, for planning purposes, the allowable rate of domnestic
credit expansion should probably be made dependent on the expansion of
the money supply and quasi money accounts which seem possible without
creating pressure on prices or exchange reserves.

102. Given the projected increase in real income and assuming a
monetization of the economy of between 1 and 2% a year, an annual growth
in money supply of 5.5% oould probably be permitted without undue
monetary pressure. This in itself would permit an expansion of credit
of FMG 2.0 billion by 1970. Time deposits Ihve increased on the average

1/ These are two governnent development banks, the so-called National
Development Bank of Madagascar and a special investment company
named "Société Nationale d'Investissement".
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ariually by around FMG 0.3 billion over the past three years. Allowing for

some improvement in the rate of growth of real income, an annual incre-

ment of FMG 0.5 billion might plausibly be projected by 1°70. In addition,

other forms of financial investment such as increases in the capital

accounts of banks, might add another FMG 0.5 billion, giving an annual
incremrent of FMG 3.0 billion of domestic resources in the hands of domestic

financial institutions which could be made available for credit expansion
by 1970, or an average annual increase of perhaps DIG 2.5 bill2ion in the

next five years.

103. If FMG 1.0 billion of this total were made availabnb to the
public sector, it would leave fiG 1.5 billion for commercial bank credit

to the private sector. This would probably be adequa-te to support the rate

of private investment envisaged, provided that other credit -facilities

continued to be available indirectly from the governirert through development

banks and d'-rectly from external sources. It is prescntly envisaged that

short term rural credit from the development banks will be largely replaced

by credit frora more soecialized institutions and that the funds of the

developmern bano wfill be augmented by advances from the Postal Savings

Accounts 1hcL crirrertly amount to around filG 2.0 billion and are held

abroad (sepriately from the official foreign exchange reserves).

External FP..nct( 'eouirernents

104 . Obviously, the above indications of houi public and private savings
might develop over the next several years rests on quite uncertain assump-

tions. Oiu the wlhole, howrever, these assumptions seemn if anything somewhat

on the ept mist side. Thus, the implied external financing gap of

fIG 17 bi-JLion Wy 1970 is probably a comparatively mnodest ini-dication of
the magnitudle of capital infiLow that would be required if total investment

were to be increased to thie extent indicated above.

105. A moderately optimistic view of prospective private capital
inflow seexas warranted. Net inflows of long-term foreign capital in
the form of private direct investment and loans to the private sector rose

from RIG 0.8 billion in 1962 to FVNG 1.8 billion in 1963 and may have been

FMG 2.5 billion in 1964. How much of this was in the Lorm of equity
investment and how much in the form of loans and on what terris is not

knotwm, making it difficult to estimate the net amount of private capital

inflowu in the future. However, assuming the continuation of incentives

to foreign investors, an increase in both net new equity inflou.s and

reinvested earnings seemn likely so that total private capital inflou^;s

of between FPIG 4.0 billion and FMG 5.0 billion might be plausibly projected

by 1970, which would leave around FMG 12 billion to be covered by public

sector flows.

106. Gross inflows of foreign financing te the public sector averaged
FMG 6 billion a year between 1960-63 and rose to over 'ç4G S billion in

196h owing to an increase in disbursements of official gr2nto. Grarits

have, in fact, made up almost the whole of oif-icial cnpital transfers so

far, long-term loans averaging less than EiG 1 billion a year. ;cdditional
grant commitments of RFG 5.0 billion were announced in 196h. Ile sources

of grant financing have become considerably more diversified since
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independence and now include an increasing amount from the United States,
the U.N. Special Fund, the Federal Republic of Germany as well as the

FED and FAC. In view of these trends, it might well prove possible for

the Malagasy Republic to obtain an increased level of foreign public

assistance in the next five years or so, and beyond. The question remains

as to the type of terms which would be approximate.

107. Wqith service on existing foreign debt scheduled to rise to a
peak of only FMG 1.3 billion by 1972 (around 3% of probable exports of

goods and services), there is scope for at least moderate increases in

borrowings on conventional terms. However, if net inflows of public
capital are to average FMG 10 billion annually over the next five or six

years, as would seem desirable, it seems clear that the bulk of this
inflow should continue to be on grant or soft terms, unless gross inflows

could be increased very substantially to cover growth in debt service

which wiould result from such large scale borrowings on conventional terms.

To take an extreme assumption - if capital inflow of FMG 10 billion
annually for the next decade were to be provided entirely on conventional

termns (say 5% interest, 15 years repayment and 2 years of grace), debt

service itself would grow to FMG 10.0 billion by 1976, or perhaps 20% of

the export level (goods and services) which might plausibly be assumed for

that date. If a net inflow of FMG 10 billion were still required at that

time, this would mean a gross inflow requirement of FMG 20 billion, or

hearly 10% of GHP. Of course, if the national savings rate and/or private

capital inflow could be increased at a rapid enough rate to permit
significant reductions in the net public capital inflow requirements,
there would be scope, within a given total of gross inflows, for a rising

share of conventional borrowings. This may turn out to be possible by the

mid 1970's but at present, there is no real basis for assuming this is

likely to happen. Thus, assuming.that the possibilities for achieving
increases in gross public capital infloaw are limited, certainly the

greater part should be on soft termns at least for the next several years.

June 1, 1966



ANMEX "A"

MADAGASCAR'S EXPORTS PROSPECTS

I. Introduction

1. Agricultural products account for some 95% of total export
earnings, and minerals for the remaining 5%. While coffee is the most
important single item, averaging 30% of the total value, exports show
considerable diversification. Following coffee in importance are sugar,

sisal, vanilla, rice and tobacco which together account for an additional
30%. Cloves, pepper, raphia, groundnuts and dried beans add another 14%
and livestock products account for around 10%.

2. IWhile a large proportion of production is carried out on small
Malagasy holdings, the actual exporting is still largely in the hands of

private French companies with Chinese and Indian traders serving as inter-
mediaries between producers and exporters. However, the Government is
making a considerable effort to establish farmer cooperatives and semi-
public trading companies to carry out the marketing of exports as well as

production. Exports of sisal, sugar and tobacco are grown on large foreign
owned plantations and their exports are handled directly by the producers.

3. The most important market for Madagascar's exports continues to
be France, which imports over 50% of the total. The latter has also
provided tariff protection, guaranteed markets and subsidized prices for
coffee, sugar, rice and pepper. After France, the United States has been
the most important consumer, primarily because of its purchases of vanilla
but more recently, coffee and sugar as well. The latter is imported
under a quota arrangement and at a subsidized price under the United States

Sugar Act. While sales to members of the European Economic Community
have increased in recent years, they are still well below 10% of total
exports.

4. In order to guarantee relatively stable prices paid to producers
and to a lesser extent to increase commercialization by intervening in the
purchase and sales of export products, stabilization funds and marketing
boards have been set up for exports which account for about half of export

earnings. The most important are those for coffee, vanilla, rice (paddy),
cloves, pepper and groundnuts. Each season, committees determine the
guaranteed prices to be paid for crops delivered to buying stations (some-
what higher than prices received by producers depending on internal transport

costs and other intermediary charges). The guaranteed prices are determined
in accordance with expected world prices, crops and existing stocks or in
line with the support prices paid in France for coffee and rice. Equivalent
f.o.b. prices are then derived by adding freight and insurance charges,
stOrage fees, commissions of trading firms and export duties. If the
latter prices fall below the actual f.o.b. prices in world markets, the

exporters are subsidized for the difference and vise versa. These operat-
ions are financed by rebates on export taxes, surpluses accumulated when
world prices are higher than the guaranteed prices and, if necessary, by

budget subsidies. From scattered data available-on these transactions, they
have apparently had little net impact on the country's financial situation
on the average, although they occasionally have had significant surpluses
or deficits as the result of year to year changes in world prices.
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5. 2While Association to the EEC has provided Madagascar with a wider

market and the protection of a Common External Tariff on imports of

competing goods from non-member or associated countries, it has also meant

the loss of French preferences for exports whose earnings have averaged

over 40% of the total. Guaranteed outlets at subsidized prices for exports

of coffee and luxury rice were discontinued in June and September of 1964,

respectively, and the protection of a high tariff and quotas on imports

of pepper from non-franc areas was abandoned in January of that year.

VJhile the preferential treatment of sugar within the French market coluld

have continued until 1968 under the terms of the Treaty of Association,

it was also, in fact, discontinued in 1965. Ihe financial benefit received

from the above preferences has been estimated at about FMG 4 billion
($16 million) in 1962.

6. In order to ease the transition of associated countries from

protected markets to a situation in which their exports will have to

compete at world market prices, the EEC will provide financial assistance

to increase productivity and to aid in diversifying the economies of these

countries. Madagascar will receive FMG 7.7 billion ($31.6 million) over

a five year period for the implementation of such a program. Approximately

one-third of the total will be used for price support aid for coffee, rice

and pepper, one-third for increasing the productivity of these three crops

and cotton, and the remainder for diversification. However, it should be

noted that the total aid to be provided is the equivalent of only two years

of the former premium received from the preference system based on the

1962 estimate. Substantial efforE will therefore be required if product-

ivity is to be raised by a sufficient amount to offset the effect on

producer incomes of the reduction in guaranteed prices to competitive

world price level by the end of the period.

IL. Prospects for the M4ain Crops

7. The most important export crop, coffee (mainly robusta), is grown

along the east coast and in the northern part of the island. Cultivation

is primarily carried out by Malagasy farmers on small holdings. Production

has averaged about 50,000 tons, of which 45,000 tons have been exported
and the rest consumed locally. With the distribution of new seedlings

by the Ministry of Agriculture between 1952 and 1958, new area planted

increased by some 20,000 hectares to a total of 180 - 185,000 hectares.

After 1958, the rate of expansion of planting was reduced, since the

area planted by then was close to the maximum amount of easily accessible

land suitable for the production of coffee.

8. Although in recent years, the Government has placed increasing

emphasis on improving the methods of cultivation used by the farmers and

increasing yields, the latter are still less than the average in many

African countries at 300 kg. per hectare (about 240 lbs. per acre). Output has

also varied significantly vith weathler concltions, dropping to 45,000 tons

in 1959 1nd 1961 as a result of' severe cyclone dainjage. Thus although idlda-

gascar's annual export quota as a rme.bcr of the International Coffee Agreement

has been slightlyr ebeve L9,000 tons in recent years, it bas not always been

able to meet the quota.



9. In order to meet some increase in domestic consumption and to
export 51,000 tons, which is Madagascar's long-term quota under the Inter-
national Agreement, an attempt will be made to increase production by
5 - 10,000 tons by 1970 through the relocation and concentration of plant-
ations and farms in the most suitable growing areas and the improvement
and construction of access roads. Continued efforts will also be made to
increase productivity by replanting aging trees with higher yielding
varieties and by the distribution of improved seeds, insecticides and other
materials to the farmers by the agricultural extension services. To help
in carrying out this program, FMG 1.6 billion has been allocated to Madagascar
for the improvement of coffee production by the EEC Fund for Productivity
and Diversification.

10. Until mid-1964, approximately three-fourths of Malagasy coffee
exports were assured of a guaranteed market and price in France. The latter
has exceeded the world price by an amount ranging from US 5 cents a pound
in 1959 to US 10-12 cents in 1960-62. Because of the existence of a
guaranteed outlet and the difference in price, the Coffee Stabilization
Fund was able to maintain the price paid to exporters in Madagascar in
line with the French support price, offsetting the loss on sales at lower
world prices with receipts from taxes on exports to France. In 1964,
although France discontinued the quota and price support system, the Fund
accumulated over FMG 1 billion in reserves because of the sharp rise in
world coffee prices. However, in 1964/65 the guaranteed price was increased,
and because of the drop in the world price in 1965, most of the reserves
were probably used up in that year. For the two years 1965/66 and 1966/67
price support aid of FIG 1.5 billion has been agreed on under the EEC
program. At the same time there will be a reduction of 30% and 50% in
the guaranteed price and export duty, respectively, which would result in
an export price of US 23 cents a pound (c.i.f. N.Y.) by the 1967/68 season.
As an estimate of the world price this appears to be somewhat pessimistic.
Assuning th-t the International Coffce A.;rrcercnt continues to function, a
price range of US 28-30 cents c.i.f. w,eould not be unlikely. Thus, it ray
not prove necessary to reducethe producer's price and export duty to the
fu]l extent now planned. On the assumption of a US 28 cent price and
assuring exports reach 51,000 tons, earnings in 1970 would equal FîfG 6.6
billion (F.O.B.) as compared with FMG 6.0 billion in 196h.

11. Exports of sugar accounted for 10e of total earnings in 1964
as compared to 3% in 1955 and 8% in 1960. While sugar cane has always been
grown over the entire island as a subsistence crop, it was only in the
1950's that it gained importance as an export crop with the establishment
of four French factories and plantations. Over two-thirds of total exports
have been shipped to other countries in the franc area for refining and
have been sold at prices corresponding to those in the French market, which
have usually been US 3-5 cents higher than the world prices. In 1964,
Madagascar also filled a quota of 11,000 short tons in the United States
market at supported prices. The size of the basic quota under the recent
U.S. Sugar Act was reduced to just under 8,000 tons for 1965 and 1966.
Madagascar left the sugar market of the franc zone in July 1965 and exports
of sugar dropped abruptly, the total for 1965 being estimated at only
35,000 tons. However, early in 1966, proposals were worked out for a
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common sugar policy to be followed by African countries associated to the
EEC. The selling arrangements of producing countries, the most important
being Madagascar and Congo (Brazzaville) are to be coordinated while net
importing countries are to agree to meet their sugar requirements within
the region or from the EEC and to pay a preferential price of approximately
6 cents per pound, f.o.b. African ports. Therefore, by 1970, exports of
Malagasy sugar can be expected to recover to perhaps 55,000 tons adding
FMG 1.7 billion to export earnings.

12. Export of rice vary in importance as a source of export earnings,
ranging from 5% te lOÇ% ôfthe total, depending on whether there is a surplus
of ordinary rice over domestic needs available for export. However, exports
of luxury type rice are relatively stable at around 1h,000 tons a year,
while ordinary rice exports have varied between zero and 35,000. Output
of ordinary rice fell short of domestic requirements in 1964 and 1965,
and rice imports amounted to 40,000 tons in 1964 and are estimated at
75,000 for 1965. While the Government feels strongly about the need for
increasing output of ordinary rice in order to meet increasing domestic
requirements, it is difficult to forecast any substantial surplus available
for export by 1970. On the other hand, output of luxury type rice for
export should increase by 5,000 to 6,000 tons as a result of productivity
programs underway in the three major growing regions, the financing of
which has been assured by the FAC and the EEC. Until September 196h, all
of Madagascar's exports of luxury rice were imported by France under a
quota arrangement and at a subsidized price. I4nile this was discontinued
with the adoption of a common rice policy by the EEC, by special arrange-
ment, imports of Malagasy rice will not be subject to the full import
duty in the EEC market until 1968. After that time, although Madagascar's
luxury rice will continue to benefit from a certain degree of preference
over ordinary rice from third countries under the common rice policy, once
they are subject to the full import duty of 16%, the price received will
fall to about half of the former guaranteed price (the equivalent of US
13 cents a pound). Thus, it is likely that earnings from rice exports
will fall by 1970 to about half the 1963-64 level when they amounted to
FMIG 1.4 billion.

13. Sisal production has risen rapidly owing to higher levels of
demand on world markets and increased investment in European-owned plant-
ations in the south. While a smal-l percentage of the total output of
29,000 tons is used domestically, most of the fibre is exported to Europe,
exports accounting for 9% of total earnings in 196h. While a further
expansion of output and exports is likely, the rate of growth will be
substantially lower than in the recent past because of a lower level of
demand on world markets and increasing competition of synthetic materials.

14. The world market price for sisal has risen substantially in
recent years owing to a temporary upswing in demand, the average price in
1960-62 exceeding that of 1956-58 by 30%. In 1963, there was an additional
increase of 50% bringing the price up to US 18 cents a pound (c.i.f. London).
However, in 1964, the price began to fall, dropping to 16 cents and by
the end of 1965, the price had fallen to 10 cents, as demand failed to rise
as anticipated and stocks were accumulated in both importing and exporting
countries. It is expected thatprices may recover moderately (to perhaps
12 cents) by 1970. Production should continue to expand in the next five



years by approximately enough for total earnings to regain the 1964 level
by that year.

15. Madagascar is the most important supplier of natural vanilla,
accounting for about 65% of the total world supply. Since the war, output
has averaged about 500 tons a year as compared to 650 tons in the 1930's,
the reduction in output and exports resulting from the competition of
synthetic "vanilline" zwhich gained a foothold in the market during the
war years when vanilla beans were unobtainable. However, in 1961, and
1962 the natural product regained in popularity in the United States, the
main importer and prices rose considerably. As a result, output increased
over 800 tons in 1963-64, causing a substantial accumulation of stocks
and a sharp decline in the price. In order to avoid a further accumulation
of stocks, in 1964, an agreement was reached with US importers to purchase
a given quantity at a price of $10.20 per kg. by mid-1965 and a similar
arrangement was agreed on in 1965. In addition, an intensive publicity
campaign has been carried out in the United States, financed by a rebate of
$0.80 of the fixed purchase price. The US Food and Drug Administration
also established a new requirement that all vanilla be labeled natural
or synthetic. As a result, exports of natural vanilla increased to over
600 tons in 1964 and are estimated to reach 1,000 tons in 1965. Plans have
been made to conduct a similar campaign in the European market and if this
proves successfui, stocks should be worked off by 1967. A reduction in
the producer price in 1965 has also led to a reduction in planting by
marginal producers. If output can be stabilized at 800 tons, roughly equal
to expected export demand, vanilla should remain a stable source of earnings,
averaging at least FMG 2.0 billion as compared with FMG 1.6 billion in 1964.

16. Exports of tobacco account for an average of 5-6% of export earnings,
Until recently all tobacco exports have been purchased by the French tobacco
monopoly. While the latter will pay a premium on exports of tobacco until
1968, Malagasy tobacco will have to compete at the world price after that
period. In order to do so, production will have to be reconverted from
the Maryland type which has been growm in the past to Virginia and Burley
varieties which have recently become popular in the French market. Since
the French tobacco monopoly is providing technical as well as financial
assistance for the reconversion program, chances are that it will be success-
ful, so that tobacco exports are estimated to remain roughly at their 196h
level in 1970 at 6,000 tons. However, a small drop in earnings is forecast
(to FMG 2 billion), because of an expected decline in the world price.

17. Exports of spices, especially cloves and pepper, account for an
average of 6%-7% of total earnings. Madagascar is second to Zanzibar in
importance as a world supplier of cloves. In order to maintain a relatively
high price on the world market, the two countries have, with considerable
success, participated in an agreement to limit exports since 1961. However,
both countries have had large crops in recent years and have accumulated
stocks considerably in excess of total world demand, which averages only
12,000 tons. Indonesia being the most important consumer, demand is also
somewhat uncertain and a decline in Madagascar's earnings from clove exports
is not unlikely. However, offsetting this will be the continued stability
of earnings from the export of oil of cloves, Madagascar being the only
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country which processes the cloves and bark into oil. In recent years

demand for this export has increased with the discovery of new industrial

uses of the extract and its average value is almost four times as high

as that of cloves.

18. With respect to pepper, demand in Europe and the United States

for this luxury item has increased as a result of rising standards of

living. While Madagascar produces a relatively small percentage of the

total world output, the average value of its exports of pepper has declined

due to increased competition with countries with lower costs of production,

especially in the Far East. Until the beginning of 1964, total output

was exported to France and Algeria where it was protected by a duty of

27% and quota restrictions on imports of non-franc area pepper. In order

to permit Malagasy exports to compete at world prices and at a lower level

of protection, FlIG 355 million will be received from the EEC in price

support and productivity aid. However, with the liberation of the French

market and the reduction of the protective tariff to 17% together with

the downward trend in the world market price, little increase in export

earnings from this source is likely, despite the increase in total demand.

19. The most important sources of additional earnings from agricultural

exports appear to lie in the development of bananas, cocoa and cotton, all

of which are of very high quality and together could add at least F-4G 1

billion to earnings by 1970. Until 1960, banana exports averaged less

than 50 tons a year but since then have sholm a yearly increase averaging

3,500 tons, reaching 14,500 tons valued at FMG 175 million in 1964. The

increase has been the result of the establishment of a cooperative organiz-

ation of fruit growers on the east coast, which has led to a substantial

improvement in techniques of planting, harvesting and packaging. The

problem of distance from world markets has also been solved by special

arrangements which have been made with shipping companies. Climatic

conditions are ideal for banana production and the quality of the fruit

itself is exceptionally high. Potential output for export has been estimated

at 50,000 to 8O,000 tons by 1970. The major problem would appear to be

that of finding outlets for exports of such quantities. While so far the

only buyer has been France, other European countries such as Switzerland

and Italy could be potential customers and with a competitive price, sales

of 35,000 tons are not impossible by 1970. Assuming a price of FMG 10 per

kg. (f.o.b.), this would give earnings of FMG 350 million.

20. The outlook for an increase in exports of cocoa are also quite

bright. At present, production equals only about 500 tons, of which 10%

is used by a local confectionery but potential production from existing

plantations could reach 3,000 tons or more by 1970. Assuming some increase

in domestic consumption, exports could increase to 2,500 tons. Malagasy

cocoa is of very high quality and is easily exported, being of the Criollo

or "clean breaking" variety which is in great demand for the making of

high quality chocolates. Imports of this type of cocoa in Europe alone

average 25,000 tons a year and since Madagascar's chief competitors are in

Latin America, limitations to higher earnings from this source would appear

to be on the supply rather than on the demand side. The premium on

Malagasy cocoa exports has also averaged as much as 10 cents above the

price of ordinary cocoa in recent years. Assuming a price of FMG 150 per
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kg. (f.o.b.), earnings from cocoa exports should add almost FMG 400 million
to total earnings by 1970.

21. Finally, while exports of cotton fibre average only 700 tons at
the present time, a substantial increase in exports can be forecast by
1970. Production of cotton was started on an experimental basis in the
mid-1950's. By 1959, output of cotton exceeded 1,000 tons and rose by an
average of 30% a year from 1959 to 196h. Output in 1965 is forecast at
7,000 tons and a further increase to 20,000 tons or more is anticipated
by 1970. Most of the cotton is grown on irrigated areas in the south and
is of high yielding varieties. The higher output forecast over the next
several years will result from both an increase in yields and an extension
of area under cultivation. At the present time, most of the output of
fibre, which totalled about 1,750 tons in 1964 is purchased by the domestic
textile industry. lhe latter produces an average of 2,400 tons of cotton
textiles. Ihe planned increase in production is aimed primarily at a further
reduction in imports of cotton yarns and textiles which came to almost 5,000
tons in 1964. However, if the output of cotton reaches 25,000 tons by
1970, with an average gin yield of 35', the output of fibre should equal
8,750 tons. Even assuming an increase in domestic demand for textiles
(and yarn), a surplus of 2,000 tons would be left for export. Because of
its high quality, Malagasy cotton is easy to market and the increase in
exports should add some FMG 300 million to earnings.

22. A number of other crops are exported in small quantities and
could be substantially expanded with little impact on world prices because
they account for such a small proportion of the total supply. Among these
are manioc and tapioca, raphia and edible groundnuts. However, with few
exceptions, production and exports have shown little growth in recent years
and it would be difficult to imagine them increasing at a rate sufficiently
high to offset the downward trend in average export prices. While an
expansion in production of groundnuts is anticipated, it is primarily
intended for conversion into oil by local refineries for domestic consumption.

III. Prospects for Livestock, Forestry and Mineral Products

23. Output of livestock products make up almost one-fifth of total
agricultural output and account for 8% - 9% of export earnings. Production
has been relatively stagnant for over a decade despite the existence of
9.5 million head of cattle and over one million pigs, sheep and goats.
Traditional animal husbandry practices continue to be followed which
involve little if any care, inadequate sources of water during the dry
seasons, and poor pasturage. As a result, the productivity of the herd
is low relative to certain other African countries, the slaughter rate
being less than 10%. Domestic consumption of meat, however, is high for
a low income country, averaging 19 kg. per capita. In the past, exports
have consisted of small numbers of live animals shipped to neighboring
islands and exports of frozen and canned meat to the French army. Recently,
exports of live animals have increased and the drop in meat exports which
followed the end of the Algerian war has been more or less offset by
increased sales to Europe. On the whole, the potential for livestock
production is considerable and with increased productivity through improved
pasturage and care, together with the construction of several government-
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owned slaughter houses, exports of meat and meat products could easily
double in quantity and value by 1970, reaching FMG 2.6 million by 1970.
Exports of hides and skins have remained relatively stagnant at FMG 350
million and any increase will depend on improved methods of tanning as
well as changes in the world demand for tanned products.

2h. While fishing has expanded at a rapid pace it still accounts for
only a small percentage of total output, consisting primarily of a fresh
water catch for domestic consumption. Exports of fish and seafood average
only 300 tons valued at FMG 40 million. Plans are now underway to expand
marine fishing, especially tuna, and interest in importing shrimp has been
shown by US importers. Some moderate increase in the value added to
export earnings by fish and seafood is, therefore, not unlikely. Finally,
there has been a steady demand for exports of beeswax of about 300 tons
valued at FMG 50 million. While these are faced with continued competition
from synthetic waxes, with the development of beekeeping on a professional
scale some increase in exports is not impossible. Exports of honey could
also find an outlet in the European market which now imports over 50,000
tons each year from the United States.

25. Forestry production accounts for only 5% of the output of the
primary sector and is used mainly for domestic building and fuel. Local
output is insufficient to meet domestic needs and wood imports average
2,000 to 3,000 tons. While tonnage exports of wood reached h,000 tons
in 1964 as compared to less than 500 in 1962, the value of wood exports
equalled only a fraction of that of imports. The future development of
forestry production is more likely to be in the direction of import
substitution rather than exports, the potential of the latter being
limited by the inaccessibility of existing timber resources, distance from
markets and unfamiliarity of the kinds of tropical woods fcund in Madagascar.
However, a moderate increase in export earnings should take place with the
exploitation of one or possibly two new sawmills which are about to begin
operations. Earnings fromtimber exports are therefore forecast as FMG 150
million in 1970. A more significant increase in earnings could result
from the manufacture of chemical paper pulp for export. Existing stands
of pine trees, which will mature by 1970, are adequate to supply a paper
mill with an annual output of 30,000 tons. Assuming an average value of
FMG 30,000 per ton, exports of paper pulp would provide an additional
FMG 900 million. However, the minimum cost of a plant of this size has
been estimated at FIG 2.8 billion, and whether any private investor is
likely to undertake this project in the next few years is still far from
certain.

26. Although a wide variety of minerals are to be found on the island
either the deposits are too small to make their exploitation worth while
or the lack of roads and port facilities and other infrastructure has
made their exploitation uneconomic. Mineral exports average only h - 5%
of total export values and have shown little tendency to increase. Output
and exports of high grade graphite and mica, the two most important
traditional mineral exports, have declined in recent years owling to
increased competition from cheaper synthetics and rising production costs.



Uranothorianite, a nuclear material, has also been an important source
of earnings since the late 1950's, but deposits will be exhausted by
1968. However, earnings from exports of monazite and illemenite (also
nuclear materials) would increase by an offsetting amount if transportation
and port facilities, which have hindered their exploitation up to now,
are improved. Chromite has been exported since 1961, exports reaching
a peak in 1962 at 19,000 tons valued at FMG 60 million. While these
deposits will soon be exhausted, additional deposits at another location
have been under study for some time by Ugine, a French company, and onily
the construction of a road link between the deposits and the railroads
to Tamatave stands in the way of their exploitation. Exports of high grade
metallurgical chromite could average over 80,000 tons a year by 1970
adding TiQG 400 million to exports. It is difficult to see, however, much
scope for any substantial increase in earnings from minerals other than
those referred to above.

27. Exports of processed foods and pharmaceutical and chemical
products, such as oil of cloves and perfume bases, are the only exports
which could be considered as manufactured articles. The only change
foreseen in the future lies in the export of refined petroleum products
to Reunion and the Comoro islands and possibly Aden and Djibouti from the
excess output of the new refinery. Earnings from exports of petroleum
products have been estimated at FMG 500 million.

IV. Conclusions

28. On the basis of the above assumptions, the total value of exports
in 1970 is likely to be in the order of FMG 28 billion, an increase of
about 27% over the average value of exports in 1962-6h. The projected volume
increase over 1964 is 43' but the average price is expected to be about 15'`
lowcr than the 196h average. Thé price drop relative to 1962 ir. about half
that much. The detailed projections are Ehcwn in the attached Table.



Merchandise Exports
( in billions of FMG)

Projected
1962 1963 1964 1970

Coffee 7.4 5.9 6.1 6.6
Other Main Export Crops 5.5 5.0 6.9 7.1

Vanilla 2.2 1.0 17W 2.0
Cloves and Oil of cloves 1.1 0.8 1.2 1.0
Pepper 0.3 0.2 0.3 0.3
Sisal 1.1 1.8 2.1 1.8
Tobacco 0.8 1.0 1.3 1.2
Bananas - 0.1 0.2 0.h
Cocoa - 0.1 0.1 0.4

Subsistence crops 3.5 2.4 2.h 2.1
Rice 2.2 1.3 1.3 -7
Beans 0.8 0.7 o.6 0.8
Manioc and tapioca 0.5 0.4 0.3 0.5

Main domestic cash crops 2.3 2.7 2.7 2.6
Sugar 1.6 2.2 2.3 1.7
Groundnuts 0.7 0.5 0.4 0.6
Cotton - - - 0.3

Livestock Products & Fish 1.4 1.1 1.5 3.5
Meat, fresh and frozen 0.70 0.7 
Meat, canned 0.4 0.4 0.5 0.6
Hides and skins 0.3 0.3 0.3 0.5
Fish and seafood - - - 0.6

Raphia and Timber 0.5 o.6 0.6 0.8
Raphia 0O5 e0 7 0$
Tinmber - - - 0.2

Minerals 0.7 0.6 0.6 1.0
Graphite 0 .h- T. -0
Mica 0.3 0.2 0.2 0.2
Chromite - - - 0.4

All other 2.0 2.0 1.9 4.3

Wood pulp - - - 0.9
Petroleum products - - - 0.5
All other 2.0 2.0 2.0 2.9

Total exports current prices 23.3 20.3 22.7 28.0
Total exports 1962 prices 23.3 n.a 21.0 30.0
Total exports 1964 prices 25.0 n.a. 22.7 32.0
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Table las MALAGASY REPUBLIC - EXTERNAL MEDIUM- AND LONG-TERM /1 PUBLIC DEBT
OUTSTANDINO INCLUDING UNDISBURSED AS OF JUNE 30, 196r/2

Debt Repayable in Foreign Currency /2

(In thousands of U.S. dollar equivalents)

Debt outstanding

Item ~IJune 30. 1965
Net of Including

undisbursed undisbursed

TOTAL EXTERNAL PUBLIC DEBT 60 1 583 68,724

Publicly-issued bonds 998 998

Privately-placed debt 427 427
Suppliers' credits 427 427

LoIans f rom governments 59.158 6700
France 56,417 59,137
Germany 2,741 8,163

/1 Debt with an original or extended maturity of one year or more.
7- Excludes debt of provinces and municipalities (Tables lb and 2b prepared

January 4, 1966). Private debt with guarantee for exchange transfer only
is shown in Tables lc and 2c prepared January 4, 1966.

/3 Defined to include Malagasy francs.

Statistics Division
I3RD-Economics Department

January 4, 1966



Table lbt MALAGASY REPUBLIC - EITERNAL MEIUM- AND LONG-TERM / PUBLIC DEBT
OF PROVINCES AND MUNICIPALITIES OUTSTANDING INCLUDIN0 UNDIS3JRSED

AS OF DECEMBER 31, 1964

Debt Repayable in Foreign Currency /2

(In thousands of U.S. dollar equivalents)

Debt Outatanding
Item December 3l. 1961Net of Including

undisbursed undiabursed

TOTAL EXTERNAL PUBLIC DEBT
OF PROVINCES AMD MUNICIPAIITIES 8,229 8.557

Loans from Caisse Centrale de
Cooperation Economique, France 8,229 8,557

/1 Debt vith an original or extended maturity of one year or more.
7- Defined to include Malagasy francs.

Statistics Division
IBRD-Economics Department

January 4, 1966



Table les MALAGAbt REPUBLIC - EXTERNAL MEDIUM- AND LONG-TEM / PRIVATE
DEBT,WITH EXCHANGE TRANSFER QUARANTEE, OUTSTANDING INCLUDI¨N

UNDISBURSED AS OF DECMBER 31, 1964

Debt Repayable in Foreign Currency 12

(In thousands of U.S. dollar equivalents)

Debt Outotanding
Item December 31. 1964

Net of Including
undisbursed undiabursed

TOTAL EXTERNAL PRIVATE DEBT
WITH EXCHANQE TRANSFER GUARANTEE 186 186

Loans from Caisse Centrale de
Cooperation Economique, France /3 186 186

/1 Debt with an original or extended maturity of one year or more.
7- Defined to include Malagasy francs.
7 To Chambers of Commerce.

StatiEtics Division
IERD-Economics Department

January 4, 1966



Table 2 a: MALAGASY REPUBLIC - ESTIMATED CONTRACTUAL SERVICE PAYMENTS
ON EXTERNAL MEDIUM- AND LONG-TERM PUBLIC DEBT OUTSTANDING INCLUDING

UNDISBURSED AS OF JUNE 30, 1965 2/

Debt Repayable in Foreign Currency2/

(In thousands of U.S. dollar equivalents)

Debt outstanding
(Begin.of period)

including Payments during period

Year undisbursed ffm;rtization Interest Total

1965 63,853 2/ 2,086 948 3,034

1966 62,64o 2,191 1,029 3,220

1967 60,h49 2,244 1,045 3,290

1968 58,204 2,742 1,045 3,787

1969 55,462 2,747 988 3,735

1970 52,715 2,865 928 3,793

1971 49,850 3,082 862 3,9>5

1972 46,768 3,174 781 3,955

1973 43,594 3,237 700 3,937

1974 4o,358 3,102 620 3,722

1975 37,256 2,497 543 3,039

1976 34,760 2,265 488 2,753

1977 32,495 2,252 437 2,689

1978 30,243 1,989 389 2,378

1979 28,254 1,718 347 2,066

/ Includes service on all debt listed in Table la prepared January 4, 1966,

except the following for which repayment terms were not available:

Loans from France
(1) $4,687,0oo
(2) $ 63,000
(3) $ 122,000

/ Defined to include Malagasy francs.

2 Amount outstanding is as of June 30, 1965; payments are for entire year

1965.

Statistics Division
IBRD-Econornics Depart-
ment -- January 4,1966



Table 2b: MALAGASY REPUBLIC - ESTIATED CONTRACTUAL SERVICE PAYMETS ON
EXTERNAL MEDIUM- AND LONC-TERM PUfLIC DE3T OF PROVINCES AND MUNICIPALITIES

OUTSTANDING INCL11DING UNDISBURSID AS OF DECEMBER 31, 1964 /,

Debt Repayable in Foreign Currency /2

(In thousands of U.S. dollar equivalents)

PAGE 1

TOTAL OF ECTERNAL DEBT OF PROVINCES AND MUNICIPALITIES ,a

DEBT OUTST
(BEGIN OF PERIODI PAYMENTS DURING PERIOD

INCLUOIN6 AMORTI-
_ YEA . UNDISBURSED ZATION INTEREST TOTAL

1965 86557 952 226 1,178
1966 7,541 993 210 1,202
1967 6j548 792 183 975

-_1966 5,757 764 162 926
1969 4,992 770 141 911
1970 4,222 929 123 1,049
1971 3s293 959 94 1,t;54
1972 24333 14045 68 1,113
1973 1b288 445 40 485

-0197-4 843 311 27 338
1975 532 217 17 235
1976 315 239 10 249
1977 16 50 3 53
1978 26 9 1 1C
1979 I7 7 - 7

/1 Includes service on all debt listod in Table lb prepared January 4,
1966.

/2 Defined to include Malagasy francs.
75 Detailed repayment terms were not supplied by Malagasy. Thie

projection is a best estimate based only on dates of issue and
maturity and amounts outstanding.

Statisties Division
IBRD-Economics Department

January 4, 1966



Table 2c: MAIAGASY REPUBLIC - ESTIMATED CONTRACTUAL SERVICE PAYMETS ON
EXTERNAL MEDIUM- AND LONG-TERM PRIVATE DEBT WITH EXCHANGE TRANSFER

WUARANTEE, OUTSTANDING INCLUDING UNDISEURSED AS OF
DECEMBER 31, 1964 /l

Debt Repayable in Foreign Currency /2

(In thousande of U.S. dollar equivalents)

PAGE 1

TOTAL EXTERNAL DEBT WITH EXCHANGE TRANSFER GUARANTEE Z

DEBT OUTST
IBEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUD!ING AMORTI-
YEAR UNDIS8URSED ZATION INTEREST TOTAL

1965 186 32 4 36
1966 155 34 4 38
1967 120 24 3 27
1968 97 22 2 25
1969 74 17 2 19
1970 57 17 1 19
1971 40 19 1 2C
1972 22 6 1 6
1973 16 6 - 6
1974 1~2 1 - 1 

/1 Includes service on all debt listed in Table lc, prepared January L,
1966.

/2 Defined to include Malagasy francs.
7 Detailed repayment terma vere not supplied by Malagasy. This projection

is a best estimate, based only on dates of issue and maturity, and amounts
outstanding.

Statistices Division
I3RD-Economics Department

January 4, 1966



Tabe -.3__-LAND USE IN PADAGASCAR

Hectares Percent

TOTAL 59,L1 00,00 10Q

Crops .2,760,000 5

Irrigated 648,000

Dry 762,000

Tree 275,000

Fallow 1,075,000

Grasslands 34,O0O,0OO 57

Forests 12,470,000 21

Uncultivated land 5,670,0o0 9

Rivers and Lakes 1,000,000 2

Area not cultivable 3,500,000 6

Source: Report on the Development of Madagascar; Commissariat General
au Plan, 1962.



/1
Table 4: ESTIMATED POPULATION

1950 4,207,000

1951 4,307,000

1952 4,369,000

1953 4,464,000

1954 h,5o0,000

1955 h,667,0oo

1956 h,776,OO

1957 4,934,000

1958 5,001,000

1959 5,191,000

1960 5,?98,O0o

1961 5,424,O0

1962 5,658,000

1963 5,803,000

1964 6,102,000

1965 6,262,000

/1 As of January 1.

Source: Institut National de la Statistique et de la
Recherche Economique.



Table 5: EDUCATION

(numbers of students enrolled)

_1950/51g i9;54/5 1957T/8 1960/61 1961/62 1962/63 1963/64
/1

TOTAL 252,001 293/698 345,o84 4925849 537,910 592,716 635,l5O

Primary 236,000 275,000 321,000 45800o 5e00,000 549.,000 588,000

Secondary 11,425 12,816 17,053 26,721 29,31i4 35.000 38,500

Technical 4,327 5,506 6,3i4 6,422 7,915 7,750 8,650

Higher /2 249 376 717 1,130 681 966 n.a.

/1 Excluding higher education.

/2 Excluding those studying in France, estimnated at 576 in 1960/61.

Source: Rapport sur le Developpement de Madapasoas, October 1962
and Plan Quinquenial, October 1964. Commissariat General
au Plan.



Table 6: OFFICIAL ESTE]ATES OF GDP AMD
EXPENDITURE

(in billions of Fl4G) o GDP

1953 1956 1960 1962 1953 1962

Agriculture, forestry and
fishing 42 43 51 52 47.7 35.3

Industry 10 12 13 1h 11.4 9.5

Transportation 6 5 12 13 6.8 8.9

Commerce 13 20 28 29 1h.8 19.7

Services 8 8 il 12 9.1 8.2

Administration 9 12 19 27 10.2 18.4
Foreign financed (1) (2) (7) (12) ( 1.1) (8.2)
Local financed (8) (10) (12) (15) ( 9.1) (10.2)

Gross Domestic Product at market 88 100 134 1h7 100.0 100.0
prices

Imports of goods 23 23 28 30 26.1 20.4

Total available resources 111 123 162 177

Consumption: Private 71 81 101 106 80.7 72.1
Public 1/ 13 18 27 36 14.8 2h.5

Gross domestic fixed capital formation:10 9 13 il 11.3 7.4
Private h h 6 5 7.5 3.h
Public 6 5 7 6 6.8 h.0

Stock changes 2 -1 2 1 2.2 0.7

Exports of goods 15 16 19 23 17.0 ]5.6

Total use of resources 111 123 162 177

1/ Includes foreign financed outlays on public administration (military and
techrnical assistance), which under standardized accounting definitions
would be treated as invisible export earnines.

Source: Institut National de la Statistique et de la Recherche Economique.



Table 7 : AGRICULTURAL PRODUCTION

Aree (in thousands o6 hectares) Output (in thousands of metric tons)
2960 1-96 'm 1953 19,59 _290 1961 196j 196 9

k'addy 775.c 780.0 1,000.0 1,170.0 1,050.O 1,212,0 1,167.0 1,237.0 1,242.0 1,300.0
Corn and sorghuxulO0.0 100.0 63.0 75.4 72.4 83.5 92.0 88.5 94-0 85.0
Manioc 300.0 300.0 700.0 750.0 680.0 740.0 f00.0 530.0 850.0 850.O
Fotatoes 75.0 80.0 290.0 306.0 308.0 337.0 355.0 365.0 347.0 350.0
Beans 56.0 5à.0 35.0 4*3.5 32.8 40.1 43.6 15.8 45.5 *1.0
augar Cane eo.o 21.0 450.0 800.0 760.0 950.0 963.0 980.0 1,000.0 1,000.0
Tropical fruits 8.0 6.0 53.0 61.0 60.0 62.3 76.0 63.0 65.0 67.0
Ot.her fruits 2.0 2.0 14.0 18.0 16.0 16.6 22.0 18.5 20.0 21.0
Dananas 10.0 10.0 110.0 125.0 120.0 124.0 127.0 137.0 140.0 150.0
Groundnuts 35.0 39.0 25.5 31.2 27.0 23.8 27.1 28.o 32.o 31.0
Uotton(grains) 1.5 2.5 - 0.7 1.4 2.2 2.2 2.6 4.0 4.9
Coffee 175.0 175.0 43.0 51.0 45.0 55.8 45.0 50.0 54.0 48.0
Vanilla 16.0 18.0 0.4 0.5 0.2* o.6 o.6 O.6 o0. 0.9
.loves 16.0 18.0 2.2 L.7 1.6 5,2 7.6 4.2 3.5 4.8
Pepper 16.0 18.0 0.5 0.7 1.0 1.1 1.3 1.1 1.2 1.6
Tobacco 6.0 7.0 4.8 4.9 4.7 4.0 L.4 4.2 4.6 S.9
Kaphia 2.0 2.0 6.2 6.1 6.5 7.1 8.5 8.0 d.0 8.5
Sisal 17.0 27.0 7.7 11.2 11.0 13.2 16.0 20.0 22.8 27.0
Aleurite(grains) 5.0 5.0 3-h h.2 5.9 3.3. 5.7 3.2 642 7.5

1.5 1.5 0.3 0.4 0.3 o.4 0.5 o.h 05 0.5

A2 Area under cultivation in 1950 estinated at 630,000 hectares.

Source: Ministre de l'Agriculture.



Table IIDUSTRIAL APD NIEIEAL FRCDUCTION

(in metric tons)
E

1956 1957 1958 1959 1960 1961 1962 1963 196>4
Llectric Energy

Hydraulic 45,171 48,140 50,997 53,218 60,865 65,821 69,736 72,776 78,215
(000 kwh)

Thermal
(000 kwh) 11,716 14,283 15,784 17,567 11,612 10,702 11,575 11,911 14,7J8

Cigarettes
and tobacco 933 1,500 1,537 1,645 1,679 1,791 1,862 1,886 2,110

Soap 2,252 2,805 2,689 1,980 1,869 1,567 1,138 862 910

P3er (hi) 6,267 6,694 9,844 9,430 9,531 12,519 19,359 25,121 32,660

Siigar 44,859 56,178 67,377 61,689 85,292 85,793 85,354 108,904 113,040

Groundnut oil 1,912 1,429 2,731 2,322 1,222 2,104 2,332 3,886 3,450

Cotton Material 840 980 1,194 1,121 961 1,208 1,785 2,020 2,>410

Jute sacks 2,607 2,754 2,929 3,449 2,586 2,645 3,000 3,176 3,305

Cement - - 7,943 21,491 18,45o 20,964 16,918 40,736 42,686

Graphite 15,831 15,412 12,180 11,U43 14,445 14,944 17,484 19,2h4 13,173

Mica 538 975 1,083 995 1,010 1,009 1,343 965 681

Uranothoriorite 360 340 540 581 5U 1 417 535 481 560

Monazite - - - 122 427 456 637 615 964

Industrial Beryl 153 271 4°4 424 636 758 674 411 212

Chromite - - - - - 10,000 18,454 11,200 11,770

Granite 163 352 236 3 - 51 103 4 68

Quartz 32 40 21 43 il 9 13 29 23

Other precious &
indus.stones 26 22 55 46 363 26 1 8 15

rhosphates 3,258 3,515 5,000 9,000 9,582 - - - -

Source: Institut National de la Statistique et de la Recherche Economique;
Service des Mines.



Table 9 : AIR AND RAIL TRAFFIC

Unit 1957 1958 1959 1960 1961 1962 1963 196h

AIR /1
International (000)

Passengers
departing il 14 14 15 20 23 22 23
arriving 10 13 13 14 17 21 21 23

Freight (tons)
loaded 222 216 265 211 485 493 573 711
unloaded 247 247 313 295 365 349 328 345

M4ail (tons) 165 167 179 155 206 298 248 272

Domestic
Passengers (000) 93 104 116 109 108 107 110 104
Freight (tons) 9,312 8,344 10,160 8,030 7,048 7,012 6,544 6,866
Mail (tons) 397 390 431 412 389 360 384 380

RAIL
Passengers (000) 2,369 2,073 2,177 2,036 1,971 2,063 2,090 2,176
Passenger -

kilometers (million) 152 141 134 136 134 137 148 15C
Freight (000 tons) 578 575 505 534 532 630 614 60h
Ton - kilometers (million) 131 139 121 131 137 171 163 165
Receipts (million FMG)
Passenger 250 278 268 306 309 319 334 345
Freight 1,089 1,168 1,043 1,091 1,229 1,501 1,443 1,418
Miscellaneous 10 7 6 5 6 7 29 38

/1 Excluding transit traffic.
Source: Institut National de la Statistique et de la Recherche Economique.



Table 10 : TRAFFIC OF MAJOR PORTS

Unit 1957 1958 1959 1960 1961 1962 1963 1964

TAMATAVE
Ships entering (no.) 260 283 311 332 327 325 379 433Freight loaded (tons) 133,310 156,740 123,952 113,810 136,233 166,585 123,619 142,884of whichj to abroad 95,003 110,072 83,517 70,170 90,388 119,120 84,632 89,476Freight unloaded (tons) 325,820 294,634 278,633 285,072 284,965 300,369 291,137 308,677
Passengers

on ocean-going ships (no.) 9,960 12,272 10,355 11,732 11,465 10,590 8,872 8,297on coastal vessels (no.) 2,993 2,382 2,756 3,707 3,446 3,474 3,632 3,183
MAJUNGA

Ships entering (no.) 215 241 284 268 258 269 325 347Freight loaded (tons) 73,925 82,317 86,417 74,493 72,777 91,198 llh,537 107,996of whicI4 to abroad 46,247 48,091 40,448 39,350 38,929 57,344 57,521 49,913Freight unloaded (tons) 108,248 118,198 120,874 111,406 98,512 106,006 129,778 JL1,686
Passengers

on ocean-going ships (no.) 2,644 3,399 4,241 4,547 3,017 3,629 3,11L 3,196on coastal vessels (no.) 5,273 5,093 5,377 4,663 5,309 6,665 5,772 5,439
DIEGO-SUAREZ

Ships entering (no.) 218 195 223 240 214 230 255 289Freight loaded (tons) 51,189 35,692 35,774 33,581 30,598 29,076 26,818 34,318of which, to abroad 21,327 13,166 13,434 12,642 12,274 11,934 9,478 9,690
Freight unloaded (tons) 74,407 50,952 54,255 48,456 53,442 57,075 55,828 57,881Passengers

on ocean-going ships (no.) 1,983 2,308 2,710 1,811 2,287 3,308 2,950 3,558on coastal vessels (no.) 1,780 2,742 4,233 4,990 4,193 4,513 4,513 3,897



Tablé lO : TRAFFIC OF MAJOR PORTS (CONT.)

Unit 1957 1958 1959 1960 1961 1962 1963 1964

NOSSI-BE
Ships entering (no.) 364 323 356 375 355 04 427 h25
Freight loaded (tons) 35,057 57,410 53,092 64,073 62,420 75,796 92,990 98,470

of which, tO abroad 25,438 47,860 38,243 46,837 45,801 59,508 71,955 74,455
Freight unloaded (tons) 27,401 24,085 26,258 33,513 25,056 28,416 31,467 34,061
PasSengers (no.)

on ocean-going ships 309 400 988 1,024 285 367 747 503
on coastai vessels 2,429 2,092 2,453 2,783 2,145 2,706 2,229 2,221

TULEAR
Ships entering (no.) 708 457 540 357 358 276 355 243
Freight loaded (tons) 40,802 31,723 29,856 25,876 30,408 33,088 30,324 27,841

of which, to abroad 20,418 21,227 21,185 16,782 23,219 24,802 20,067 18,678
Freight unloaded (tons) 48,581 36,668 44,206 34,635 32,194 35,951 62,501 60,438
Passengers (no.)

on OCean-going ships 35 80 48 54 29 37 22 28
on coastai vessels 351 175 247 133 125 14 427 U1

MANAKARA
Ships entering (no.) 5B 67 91 109 104 115 131 127
Freight îoaded (tons) 18,451 26,003 14,391 19,571 19,638 28,757 24,430 18,597

of which, to abroad 14,920 23,495 13,697 17,666 18,315 26,581 18,997 17,412
Freight unloaded (tons) 41,045 31,688 37,146 35,895 32,655 32,398 34,060 28,750
Passengers (no.)

on ocean-going ships 2 6 10 6 14 3 4 -
on coastal vessels 16 6 36 3 13 16 il 2

Source: Institut National de la Statistique et de la Recherche Economique.



Table il: ESTIMATED BALANCE OF PAYMENTS 1/
(billion FMG)

1960 1962 1963 1964

A. Current Transactions

Exports of IIerchandise f.o.b. 18.4 23.3 20.3 22.7
Export of Services:

To Foreign Governments 4.5 9.6 9.h 8.5
Freight and insurance ) 2.2 2.6 2.6
Travel and other ) 0.6 0.4 0.5 0.7

Total goods and services 23.5 35. 3 3U .7

Imports of Merchandise (c.i.f) 27.5 30.0 31.5 33.5
Imports of services:
Freight and insurance (n.i.c.) 2.0 2.0 2.9 3.0
Travel and other 1.2 1.5 1.7 1.8
Mialagasy Govt. exp. 1.5 1.9 1.9a 1.9
Total goods and services 27.2 3y17 7-0 40.2

Balance on goods and services - 3.7 + 0.1 - 5.2 - 5.7

Current Transfers
Private donations 2.0 2.1 2.2 2.3
Technical Assistance 3.5 3.5 3.1 3e2

Balance after transfers 2/ + 175 +5,7 +0 .1 -0.2

Factor income payments
Wages and salaries - 3.5 -6.0 -6.0 -5.5
Interest and dividends - 3.5 -h.2 -h.2 -4.5

Balance on Current Account - g7 - -10.1 -10.2

1/ Note: Except for merchandise transactions and public capital inflows,
the figures for 1960, 1963 and 1964 represent estimates by the
Mission.

*2/ Conceptually, it is this balance which would represent the "rest of
the world accounts" on a basis consistent with the official calculation
of the GDP as given in Table



(Contd.)

B. Capital Transactions

1960 1962 1963 1964

Current balance - 5.2 - 4.5 -10.1 -10.2
Financing:

Budget subsidy from France 0.8 1.4 1.9 1.9

Development grants and soft loans
FAC 0.8 2.9 1.5 2.3
FED 0.7 0.8 2.0 2.7
Other 2.2 0.4 0.h 0.7

Official borrmjings (gross) 0.7 0.5 0.1 0.7
Less repayments 3/ -0.5 -0.2 -0.3 -0.3

Sub total: Public capital inflow 4.7 5.8 5.6 8.o

Private capital 0.5 0.8 1.8 2.5

Total capital inflow 5.2 6.6 7.h 10.5

Changes in reserves -0.8 +2.6 -0.1 +0.4

Errors and omissions +0.8 -0.5 +2.5 -0.1

3/ May be incomplete. The external debt service tables suggest that
total amortization in recent years may be as much as FMG 1.0 billion.



Table 12: FOREIGN TRADE

(Volume in net rnetric tons - Value in millions of FMG)

, -Exports- ---- Imports----- Balance
Volume Value Volume Value Value

1950 14>4017 12,140.5 303,695 15,008.0 - 2,867.5

1951 1>41887 13,332.1 346,363 22,887.5 - 9M555.b

1952 190,182 16,377.7 411.,043 23,379e1 - 7,00104

1953 191,519 1M4837e4 38.,446 22,63>43 - 7,796.9

1954 169e372 16,026.1 432,277 2>4,039.9 - 8,013,8

1955 215,739 14,267-7 452,128 21,b17.6 - 7,149.9

1956 226W408 16,300.0 U427,60 23,09>4e - 6,79. 0 4

1957 226,198 16,235.1 468,528 26,157e4 - 9,922.3

1958 282,006 20,247.7 398,973 26,563.5 - 6,3l5.3

1959 221,486 18,649.0 409,007 29,50,2 -10,857.2

1960 235,116 1848>40 7 >426,806 27,539.3 - 9,O5>46

1961 246,012 19,137.7 378,108 25,530.9 - 6,393.2

1962 329,405 23e285,5 427,475 305027.8 6,7>42.3

1963 304,030 20,261,5 444,734 31,479.7 -11j218.2

1964 30O4,U9 22,653.5 435,953 33,>451.6 -10,79801

Source: Institut National de la Statistique et de la Recherche Economique.



Table: 13 VOLUME AND PRICE INDICES OF FOREIGN
TRADE (1950 = 100)

Volume Indices 1/ Price Indices
Terms of

Exports Imports Exports Imports Trade 2/

1950 100 100 100 100 100

1951 96 154 121 105 115

1952 104 114 130 137 95

1953 95 121 129 125 103

1954 96 142 137 113 121

1955 110 124 107 115 93

1956 120 142 112 108 104

1957 111 178 120 98 122

1958 123 170 136 104 131

1959 107 174 144 113 128

1960 102 173 149 106 1h1

1961 122 165 129 103 125

1962 146 171 131 117 112

1963 123 179 136 117 116

1964 136 189 137 118 116

1/ Calculated by dividing price

2/ Price index of exports divided by price index of imports

Source: Price indices calculated by Institut National de la Statistique
et de la Recherche Economique.



Table 14: OOIOMDDITY TRADE BALANCE
BY CURRENCY AREAS

(in millions of FMG)

1957 1958 1959 1960 1961 1962 1963 1964

/1
Exports 16,236 20,248 18,649 18,486 19,138 23,285 20,262 22,654
Franc zone 11,500 15,325 13,747 13,498 13,211 16,418 13,081 15,066
(of whichFrance»,547 11,738 10,5ho 10,324 10,415 12,585 10,587 12,315
$ zone 3,069 2,792 2,753 2,441 2,825 3,612 3,483 4,284
£ zone 683 862 707 844 995 1,189 867 749
Other 984 1,269 1,442 1,703 2,107 2,066 2,831 2,555
(of which EEC) 659 848 708 1,081 929 1,337 1,748 1,378

/1
Imports 26,157 26,562 29,506 27,539 25,531 30,028 31,480 33,451
Franc zone 20,266 20,273 23,386 21,016 19,491 23,403 24,074 25,170
(of 1ihichFrance)18,77218,826 21,337 19,293 18,537 22,509 23,335 24,046
$ zone 926 757 681 837 554 91h 1,089 1,517
£ zone 1,364 1,257 1,238 1,LOO 1,547 1,261 1,603 1,464
Other 3,601 4,276 4,201 4,286 3,949 4,449 4,715 5,300
(of which BEC) 1,325 1,643 1,638 1,904 2,071 2,132 2,395 2,931

Balance -9,921 -6,314 -10,857 -9,053 -6,393 -6,743 -11,218 -10,797
Franc zone -8,766 -4,948 -9,639 -7,518 -6,280 -6,986 -10,993 -10,104
(of which France)-9,225-7,088 -10,797 -8,969 -8,122 -9,924 -12,748 -11,731
$ zone +2,143 +2,035 -2,072. +1,604 +2,281 +2,693 + 2,394 + 2,767
£ zone -681 - 395 531 556 -552 - 72 736 715
Other -2,617 -3,007 -2,.759 -2,583 1,842 -2,383 - 1,88h - 2,745
(of which EEC) -666 -795 - 930 -823 _1,142 - 795 647 - 1,553

/i Value of gross tons

Source: Institut National de la Statistique et de la Recherche Economique



Table 15: EXPORTS OF PRINCIVPAL CO)MODITIES

(F.O.B. Value in mil] ions of FMG)

1955 % 1958 1959 1960 % 1961 1962 1963 1964 %

Zoffee 6192.5C ùl.6 ';95"70 5971î4 5El3.h4 31.5 51i6.6 746.6 5E65.:0 -61 .0 26.2Eitz -9 0 1226, 3. 193.0 147.2 611.8 6.4 u116.5 2216.2 133L.5 174.7 6.1
-'anilla TaL.1 5.7 1,473.7 2233,5 1642.3 8.2 1E-E5.2 21.61.1 108.5 1532.9 6.2

lo0ves s324.2 2:L 359.o 71. 303.3 16 E52.9 70-3. 385.5 313.2 3.5
Fepper 212.2 l t? 155. 133.35 4L.9 1.3 [4&55 33J.1* 202.7 335.1 1.L
EeanE 21-.- 2.2 401.2 533.1 571.' 3.0 736.2 E06.3 691.9 61.1 2.7
GroWxnites 3OCsC.0 2,1 Li5.5 609.8 I 9 e2.5 531.1 5.$ 42-2 359 K3 165
Sugar 269.7 2. 1129.2 1114. 1994. 7. 1236.5 157E.6 21.1 23L9.2 10.8
Manioc and

tapioca 298.0 2.0 523.0 484.1 377.0 2.7 418.8 482.7 429.7 356.1 1.5
Tobacco 957.0 6.1 1023.1 901.8 751.0 14.l 722,9 776.2 969.3 1265.9 5,5
Bananas - - - - - - 7.1 3L.7 129.8 175.3 0.7
Essential oils 399.3 2.8 250.7 339.1 504.7 2.8 394.0 L83.6 480.6 286.5 2.1
Sisal 344.9 2.4. 410.6 459.0 608.2 3.3 535.3 1110.5 1810.2 2057.0 9.2
Raphia 503.2 3.5 653.4. 791.14 789.7 4.2 733.0 515.3 584.2 641.5 2.9
Meat 393.5 2.8 701.6 728.8 1058.9 5.7 954.8 108o.3 80$.1 1177.6 5.1Hides and skins 201.4 1.14 258.2 I62.5 432.6 2.3 42924 316.0 331.5 294.4 1.2
Graphite 1454.6 3.2 2L7.1 255.3 350.6 1.8 35h.9 412.1 393.5 359.5 1.5
Mica 127.1 0.9 19L.3 289.1 286.5 1.5 4hh.8 321.8 25e2.3 2L7.6 1.0
Chromite - - - - - - 17.2 6o.4 143.6 ' 235 0.1
Ai- Cther 929.9 5.6 129.1 1297.2 1627.1 8.7 1533.0 1603.3 1780.9 1979.9 20.8

Total 147267.7 100.0 20247.7 18649.0 18L48.7 100.0 19137.7 23285.5 202651r 22653.5 100.0

(Volume in net metrie tons)

1955 % 1958 1959 1960 % 1961 1962 1963 1964 %

Coffee 47,L37 21.3 ù7,8LE 37,932 40,193 17.0 39,o08 56,Co8 hL,3j1 37,955 12.1
Rice J-tL,670 20.2 59,217 29,686 23,630 9.1 25,12-5 L9,686 27,1488 27,623 9.5
Vanifll 295 0.1 143E 398 270 0.1 585 640 292 62E 0.2
Cloves 2,305 1.1 6,092 4,067 1,626 0.7 5,420 4h491 2,o56 L,8LE 1.2
Pepper 770 0.4 559 803 1,o45 0.4 1,288 1,069 902 1,912 0.6
Beans 15,853 7.8 17j146 12,592 14,805 6.2 17,403 J4J.i983 12,o74 17,006 5.5
Groundnluts 8,749 4.0 11,672 10,587 8i129 3.4 9j378 12,292 10p303 6,383 2.1
Sugar 10,705 4.2 L0,633 31,84i 41,542 17.6 36,238 58,916 67,776 66,796 21.3
Manioc and

tapioca 12,279 5.1 23,409 l84145 15,558 6.6 19,559 20,1421 19,137 13,215 L.3
Tcbacco 3,919 1.8 4,321 3,812 3,112 1.4 2,950 3,544 3,941 5,288 1.7
Bananas - - - - - - 587 2,803 10,816 14,458 4.7
Essential oils 722 0.3 535 h40 806 0.3 662 798 e3h 916 0.3
Sisal 10,297 4.2 2,l114 1c,013 11,235 4.7 10,976 21,8o6 22,822 28,0334 9.6
Raphia 5,19 2.1 5,631 6,066 6,412 2.8 6,830 5,517 6,385 6,794 2.2
Meat 2,517 1.2 3,461 3,3æ89 5,0aE 2.1 4u$13 4,846 L,o85 55,63 1.8
Kides and skins 2,350 2.2 2,L13 3,535 2,48 1.2 2,249 2,521 2,432 2,199 0.7
Graphite 16,772 7.2 11,100 11,017 15,824 6.8 1h,89O 16,163 15,797 14,055 4.2
Mica 652 0.3 839 910 994 0.5 1,232 1,086 842 9641 0.3
Chromite - - - - - - 5,004 19,007 13,000 7,003 2.3
All other 29 2 1,7 ' c 38 3c 1' 12 W 19.I1 49125c 32 e35 8 24 !2.,9 1t'4

ct . n tt ,tdl tt 'ru 1_t 1 * 25 , 012 329,&2R 30Lt,0ch 3 î'h!Ç'0 1mO,3
Source: Inzati-.nt Katinalq de la Statistionse t ce ?.a Recherche Szronomiqe.



Table 16: AVERAGE VALUES OF
PRINCIPAL EXPORTS

(FMG per kilogram)

1957 1958 1959 1960 1961 1962 1963 196h

Groundnuts 44 42 58 57 57 55 52 56

Coffee 143 167 158 145 139 132 132 160

Preserved r.,eat 209 267 265 252 242 237 221 264Q

Hides and skins 70 79 106 107 99 84 84 76

Oil of cloves 343 353 508 505 h61 495 5$00 30

Cloves 142 141 174 166 157 157 188 168

Graphite 22 22 23 22 2h 25 25 26

4iianioc 13 1h 14 12 13 15 13 13

Miica 270 231 318 288 329 297 299 257

Pepper 366 277 229 330 355 312 225 175

Limabeans 33 32 40 37 h2 54 5h 31

Raphia 80 116 130 123 107 93 91 91

Rice 46 34 42 50 47 45 h9 53

Sisal 32 34 46 54 49 51 79 73

Sugar 28 28 36 33 32 27 33 35

Tobacco 236 237 237 241 2h5 219 246 239

Tapioca 38 37 39 42 40 40 39 41

Vanilla 2,505 3,365 5,618 6,081 3,222 3,377 3,589 2,521

Frozen meat 140 161 19h 192 196 217 176 192

Source: Institut National de la Statistique
et de la Recherche Economique.



Table17 : IMPORTS OF PRINCIPAL COMMODITIES

(C.I.F. Value in millions of FMG)

1955 % 1958 1959 1960 % 1961 1962 1963 1964 %

Dairy Products 385.0 1.7 527.4 620.4 737.1 2.6 593.8 654.7 706.1 825.1 2.5
Wneat Flour 356.6 1.7 520.1 540.1 545.6 2.0 534.8 530.5 640.4 597.7 1.7
Cooking Oils 149.9 0.7 111.5 150.3 171.7 0.6 198.2 122.3 32.0 32.1 -
Processed foods
& beverages 1895.4 8.8 2367.2 2331.0 2150.9 7.8 1933.4 2225.4 2240.2 2172.5 6.5
Tobacco 377.2 1.7 219.& 226.4 277.0 1.0 367.0 265.9 258.3 320.1 0.9
Textiles 2713.2 12.6 3617.2 3956.1 2938.8 10.6 2859.8 4987.0 4520.9 3981.5 11.9
Clothing &
accessories 1152.2 5.5 2192.6 3027.7 2278.3 8.2 1851.6 1827.6 2226.3 2253.6 6.2

Pharn,aceutical
& Chemical
Products 1317.6 6.1 2087.9 2479.0 2547.6 9.2 2638.1 3011.6 3082.2 3253.7 9.7

Wood & wood
products 109.2 0.5 190.5 160.7 149.2 0.5 133.0 208.1 213.2 195.6 o.6

Paper & paper
products 466.6 2.1 627.4 710.4 802.7 2.9 855.7 1098.7 1058.7 1152.0 3.1

Petroleum
products 962.5 4.4 1128.0 1189.2 1198.3 4.4 1028.0 769.5 1179.2 1193.4 3.5
Cement 748.4 3.5 561.4 541.5 526.0 1.9 463.3 547.3 435.2 416.9 0.1
Tires & tubes 294.3 1,; 455.8 555.8 560.2 2.0 492.1 525.2 551.2 582.1 0.2
Metals &
metal products 2470.7 11.6 3009.0 2793.9 2905.5 10.6 2656.6 2956.9 3h80.5 354h.1 10.5
Machinery &
equipment 2490.2 11.7 2943.2 3265.2 3210.4 11.6 3317.2 3407.h 4091.0 5175.6 15.4
Automobiles
& other
vehiclea 1846 .6 8.6 3200.4 3344.3 3122.9 11.3 2843.8 3236.7 3375.1 4105.1 12.2

All other 3682.0 17.5 2804.5 3614.2 3417.1 12.8 2764.5 3653.0 3389.2 3650.5 15.0
Total 21147.6 100.0 26563.5 29506.2 27539.3 100.0 25530.9 30027.8 31479.7 33451.6 100.0

(Volume in net metric tons)

1955 % 1958 1959 1960 % 1961 1962 1963 1964 %

Dairy Products 3200 0.7 5027 4250 5011 1.7 4519 5190 5988 6371 1.4
Wheat flour 13498 3.0 18801 19544 19358 4.2 15287 16241 19111 16240 3.3
Cooking oils 1506 0.3 891 1181 1313 0.3 1490 933 210 222 --
Processed foods
& beverages 44697 9.9 30265 31283 3143 7.2 32200 32032 29873 28582 6.6
Tobacco 2571 0.6 891 754 1110 0.2 1481 915 786 857 -
Textiles 7189 1.5 10730 9632 7634 1.7 6298 11689 11533 9961 2.2Clothing &
accessories 3099 0.6 4215 7591 7078 1.6 3806 3270 4724 2335 0.5
Pharmaceutical
& Chem. Prods. 19304 4.3 20475 19785 21683 5.3 22245 23305 22627 25342 5.9
Wood & wood
products 3570 0.7 3860 2868 2633 0.7 2097 2690 2627 1912 0.4

Paper & paper
products 3222 0.7 5687 6469 7017 1.6 7424 7797 9460 9189 2.1

Petroleum
products 105072 23.1 127388 127303 135667 31.3 120630 131321 147433 154296 35.3

Cement 1h3529 31.3 79650 81786 81316 19.0 80389 103768 84232 70803 16.2
Tires & tubes 1068 0.2 1466 1641 1442 0.5 1293 1419 1529 1597 0.3

Metals &
metal prods. 53621 11.8 47433 36341 38783 9.0 36709 39214 50961 45479 10.4
Machinery &
equipment 9035 1.9 6079 5768 5504 1.2 5244 5916 6842 7945 1.9

Automobiles
& other
vehicles 6550 1.4 9953 968h 8722 2.0 7386 7552 8402 10853 2.4
All other 31397 8.0 26162 43127 51092 12.7 29611 34193 38396 43969 11.1

Total 4 52128 100.0 398973 409007 426806 100.0 378108 427475 4 4 7h3 435953 100.0

Source: Institut National de la Statistique et de la Recherche Economique.



Tablo 18 : FOREIGN AIDE

(in millions of FMG)

1960 1961 1962 1963 1964

TOTAL 1O,0b9 9,337 10,787 11,703 12 173

French Aid 9,376 9,010 9,806 9,451 9,270
Investment 22,59 3,63j 2,622 2,400
Technical
Assistance 3,300 3,386 3,780 3,735 3,6U5

Budget subsidies 1,285 1,750 1,452 1,905 1,935
Other /P 1,854 1,285 1,278 1,189 1,290

European Aid 673 227 831 2,052 2,853

Investment 673- 2I7 M7 2,037 2,f3d
Other - 10 10 15 15

Other Aid 13 100 150 200 250

A Disbursements.

/L2 Primarily for the University of Tananarive and scholarships,

13 United States and United Nations,

Source: linistère des Finances.



Table 19: CONSOLIDATED REVENES AND
EXPENDITURES

(1950 - 1964)
Central & Provl. State Entr. Communes Total (net only)

1/ 2/ Excl. Incl.
Rev._1 Exp.- Net Rev. Exp. Net Rev._Exp. Net Communes Comms.

1950 8.0 5.7 2.3 1.1 1.4 -0.3 n.a. n.a. n.a. 2.0 n.a.

1951 11.0 7.8 3.2 1.4 1.8 -0.4 " " " 2.8

1952 11.6 9.3 2.3 1.9 2.1 -0.2 " " " 2.1

1953 13.3 10.6 2.7 2.1 2.2 -0.1 " " " 2.6

1954 15.0 12.0 3.0 2.2 2.3 -0.1 " " 2.9

1955 15.0 13.4 1.6 2.7 2.8 -0.1 " " 1.5

1956 16.5 14.9 1.7 2.8 2.9 -0.1 " " " 1.6

1957 16.3 14.9 1.4 2.9 3.2 -0.3 " " " 1.1

1958 18.1 17.7 0.4 3.4 3.7 -0.3 " " 0.1 "

1959 18.5 18.9 -0.4 3.5 3.9 -0.4 " n " _

1960 18.9 18.4 0.5 3.6 3.4 0.2 2.2 1.5 0.7 0.7 1.4

1961 20.8 21.8 -1.0 4.1 3.5 o.6 2.1 1.4 0.7 -0.4 0.3

1962 24.1 22.3 1.8 4.5 3.5 1.0 2.1 1.3 0.8 2,8 3.6

1963 24.9 24.0 0.9 4.8 4.0 0.8 2.1 1.6 0.5 1.7 2.2

1964 29.2 26.5 2.7 4.8 4.1 0.7 2.0 1.5 0.5 3.4 3.9

1/ Excludes technical assistance, external borrowings, budget subsidies
and use of reserve funds.

2/ Includes amortization of debt, averaging about FMG 300 million. in recent
years.



Table 20: FIXTANCING OF PUBLIC INVESTMENT

1960 1961 1962 1963 1964
Local Financing

Central Govt.Surplus 1/ 1.5 0.5 2.3 1.9 3.5

Local Govt. l/ 0.2 -0.5 0.5 -0.2 -

Surplus of State Enterprise 0.2 0.6 1.0 0.8 0.7

Total Savings 1.9 0.6 3.8 2.5 4.2

Foreign Financing

Grants 3.7 2.8 4.1 3.9 5.7

Budget Subsidy 0.8 2.2 1.4 1.9 1.9

Borrowing 0.7 1.4 0.5 0.1 0.7

Gross Foreign financing 5.2 6.4 6.0 5.9 8.3

Less Repayments -0.5 -0.5 -0.2 -0.3 -0.3

Net Foreign Financing 4.7 5.9 5.8 5.6 8.0

Total Avail. Resources 6.6 6.5 9.6 8.1 12.1
to finance investment

Total Public Investment 7.1 6.5 7.3 9.3 9.7

Net Surplus Deficit -0.5 - +2.3 -1.2 2.5

1/ Before amortization of debt.



/1A/2
Table 21: INVES7TMlhNT CREDITS UNDER F.I.D.E.S. PLANS AND F.A.C.

(in millions of FMG)

DISBURSSEIENTS COITITIENTS

:129-Y% 192-60__ TOTAL -95 1960 196 - 1962 1963 1962) 1965 TOTAL

TOTAL 14,373.4 19,141.4 33,514.8 1_367.9 2,h42.8 2,542.0 2,059.7 1,792.0 1,346.6 2,861.0 13,412.5

General studies 184.3 17.0 201.3 - 133.0 214.4 58.0 152.0 - 64.o 805.4

Production l,854.1 7,820.9 9,675.0 570.5 1,182.9 1,h04.1 1,113.0 1,086.0 995.3 1,660.2 8,012.0

/3
Infrastructure 10,061.8 8,371.0 18,432.8 330.9 1,062.1 324.5 667.4 255.0 81.0 491.5 3,212.4

Social services 2,273.2 2,932.5 5,205.7 466.5 64.8 599.0 221.3 299.0 270.3 645.3 2,566.2

/1 Fonds dlInvestissement pour le Développement Economique et Social, Paris.

L? Fonds d'Aide et Cooperation, Paris.
D Includes transportation, sanitation, water supply, electrification.

Source: Economie Malgache, Evolution 1950-60: Commissariat Général au Plan, 1962;
Caisse Centrale de Cooperation Economique.



Table 22: AID CCMMITMENTS BY F.E.D. Il
AND DISBURSEMENTS

(in i,illions of WIG)

1959 1960 1961 1962 1963 1964 TOTAL

_ 
TOTAL COM IMMENTS 1,010.3 1,829.7 3,470.2 4,909.0 1,31l40 680.o 13,213.2

Agriculture and
irrigation 1,O89.4 138.5 1,760.0 294.0 3,281.9

Transportation 700.0 740.3 2,726.2 2,695.0 415.o 680.0 7,956.5

Water Supplies 150.1 400.0 130.0 680.1

Education 160.2 96.5 254.0 475.0 985.7

Health 1O9o0 200.0 309.0

TOTAL DISBURSEMENTS - 67300 217.0 821.0 2,0370 2,838.0 6,586.0

/ Fonds Europeen de Developpement

As ofi March 31, 1965.

Source: Caisse Centrale de Cooperation Economique.



Table 23 : PROGRAM SUBMITTED FOR FINANCING UIDER
/1

E.E cC. PRODUCTIVITY PROGRA4

(in millions of FMG)

1965/66 1966/67 1967/68 1968/69 1969/70 TOTAL

/2
TOTAL AID REQUESTED 7,742 0

for diversification 25467.7

for price subsidies 1,4528 756e8 182.4 78.2 - 2,606.2

Coffee 1050.2 468.8 15519.0

Pepper 67.5 51.7 32.8 _ 288.0

Rice 335.1 263.3 149.6 78.2 _ 799.2

for productivity 10e40.8 747.1 324.1 295.8 26103 2,668.1

Coffee 731.8 532.6 133.7 12395 126o9 15648.5

Pepper 11.2 23.8 101 10.8 1L,2 67.2

Rice 252.3 148.0 141,3 132.0 106.6 780,1

Cotton 45.5 42.7 38.0 29.5 16.7 172,3

/1 European Economic Conmmnity.

/2 Total approved in July 1965 plus an additional FM500 million
for the improvement of evacuation roads.

Soiirce: Cor=nissariat au Plan.



Table 24: MONETARY SURVEY

(in million of FMG)

1962 1963 196h

Foreign Assets (net) 11,713 11,643 12,043

Credit to economy 2/ 27,672 29,492 32,847

Short-term 25,326 27,310 30,556

Medium-term 2,346 2,182 2,291

Other 3/ 1,975 1,746 l,849

Money 25,988 26,830 29,o45

Currency in circulation 14,652 1h,857 16,233

Demand deposits 9,361 10,227 10,963

Postal cheeking deposits 1,975 1,746 1,849

Time deposits 4/ 549 760 1,293

Government deposits 13,006 11,732 13,031

Other 1,817 3,559 3,370

1/ As of December 31.

2/ Includes lending by development bank estimated at FMG 1,114 million
in 1962, 2,782 million in 1963 and 3,796 million in 1964.

3/ Counter item of postal checking deposits which are included in Govt.
deposits below.

h/ Excludes deposits at Postal Savings Bank

Source: International Monetary Fund



Table 25 : ASSETS AND LIABILITIES OF THE INSTITUTE D' EMISSION MALGACHFL1

(in millions of FMG)

1962 1963 1964

ASSETS 28,652 27,229 29,33

Foreign 11,754 11,069 12,523

Operations account 11,354 6,552 8,052
I.M.F. Subscription 561 561
Other/2 400 3,956 3,910

Clairns on banks 15,043 15,363 16,860

Short-termn rediscounts 11,887 14,712 15,316
Medium-term rediscounts 1,164 617 611
Advances 1,992 34 212

Other 1,855 797 721

LIABILITIES 28,652 27,229 29,383

Currency in circulation 14,842 15,018 16,377
Current creditor accounts 12,750 10,644 11,b13
Capital account 500 500 500
Other (net) 560 1,067 1,093

/1 As of December 31.
É~2 Investinents in French Treasury bonds made on behalf of Malagasy

Treasury and Malagasy Treasury Current account.

Source: Institut d'Emission Malgache.



Table 26: ASSETS AND LIABILITIES OF COMMERCIAL BANKSl/

(in millio of FMG)

1962 1963 1964

ASSETS 30,262 30,915 33,170

Cash and balances with
Central Bank 362 235 175

Foreign assets 1,069 1,410 495

Credit extended: 26 558 26,710 29 051

short-term discounts 8,421

medium-term discounts 1,467 1,294 1,314

overdrafts 6,387 6,633 7,300

guaranteed advances 9,222 10,362 13,372

Other assets 2,273 2,560 3,4h9

LIABILITIES 30,262 30,915 33,170

Demand deposits 9,308 10,134 10,765

Time deposits 549 760 1,293

Foreign liabilities 1,110 836 975
Central Bank 14,878 14,776 15,328

Capital and reserves 1,532 1,758 1,941

Other liabilities 2,885 2,651 2,868

1/ As of December 31

Source: Institut d'Emission Malgache and Intèrnational Monetary
Fund



INDEX OF /1
Table 27: RETAIL PRICES-

(Base of 100 in March 1962)

1959 1960 1961 1962 1963 1964

General Index 95.4 96.9 98.2 100.2 103.0 108.1

Food 94.7 95.4 97.7 99.0 101.4 105.5

Energy 103.2 103.7 102.2 99.5 102.7 103.9

Domestic servants 99.1 101.3 101.7 104.6 111.8 127.3

M4aintenance 90.6 95.4 97.4 100.6 102.9 108.0

IMiscellaneous 88.8 90.3 91.4 101.14 103.6 108.0

/i European consumption in Tananarive

Source: Institut National de la Statistiqe et de la Recherche
Economique.
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