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CURRENCY EQUIVALENTS

Currency Unit: Malagasy Franc (FMG)
Average Exchange Rate

1992: US$1.00 = 1864 FMG
1993: US$ 1.00 = 1914 FMG
1994: US$ 1.00 = 3871 FMG
1995: US$1.00 = 4266 FMG

MALAGASY FISCAL YEAR

Januiiaty I - Decenmbet 31

WEIGHTS AND MEASURES

Metr ic Sytenm Briti.sh/U(4S Equh'alents

I meter (m) 3.28 feet
1 square meter (sq. m) 10.76 square feet
I kilometer (km) 0.62 mile
I square kilometer (sq. km) = 0.39 square mile
I ton (metric) 2204.6 pounds
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ABSTRACT

The world over, to be poor is to be deprived: deprived of good health,
adequate nutrition, rudimentary housing, education, and basic amenities of life. In
Madagascar, the plight of the poor is made worse by little evidence that their prospects
will improve. In fact, while in many developing countries the incidence of poverty has
dramatically declined over the past 30-40 years, it has instead increased in Madagascar.
The availability of poverty related data from a nationally representative household survey
carried out in 1993-94 and statistical analyses carried out during 1994-1995 has allowed
an in-depth analysis of the poverty situation in Madagascar that is the basis of this report.
Depending on how it is defined, poverty now affects between 60 and 70 percent of the
population. In addition, for the poor and nonpoor alike, most socio-economic indicators
have either failed to improve, or have declined. Madagascar is one of the few countries in
the world where children will be less well educated than their parents.

The main reason for the evolution of poverty in Madagascar and its spread
to 7 out of 10 people is the country's successive governments' hesitation to adopt
development policies that, in neighboring Mauritius, or in more distant Uganda, Indonesia,
Thailand, and Malaysia, have been so successful in enabling their economies to take off.
Unless similar policies are pursued in Madagascar, the country will be unable to reverse
trends persisting for the past three decades in which the population grew faster than GDP,
the volume of resources allocated to health and education declined in relation to the
population's needs, and there have been fewer and fewer opportunities for the poor--or
the population at large for that matter--to improve their living standards.

Following Madagascar's peaceful transition to a democratic regime in the
early 1990s, there were great expectations that the country would adopt more effective
development policies. This breakthrough has not materialized and the conditions
necessary to stop poverty from spreading and the population's living standards from
declining further have yet to be established. This situation is all the more tragic because
Madagascar has all the conditions that elsewhere, with effective development policies,
have been successful in substantially reducing poverty in less than a generation.





Executive Summary



NatiUnal Piverly InlidenCe SeClal Indicaters by Peverf Grhup
Poor Extreme Poor Extreme Poor Poor Mon-poor All

Madagascar ...... 70% 59% Household size (persons) .................................. 5.6 4.8 4.0 4.9
Urban ...... 47% 35% Number of children under age 14 .................................. 2.8 2.1 1.4 2.2
Rural ...... 77% 66% % household heads completing secondary school ........... 1.3 3.6 10.6 5.0

Severe stunting (% children 3-60 months) ................... 32.4 31.4 25.9 30.3
Gini index ...... 44 Electricity (% using) .................................. 1.7 5.4 20.3 8.9

Source: EPM Source: EPNI

Prverty bv Hloom PeSulatIe
Incidence Deptlh Total population ................ 12.4 million

Antananarivo ....... 64% 27 Population growvth rate . 2.8% annually
Fianarantsoa ....... 74% 36 Population share: Rural .79%
Toamasina ....... 74% 36 Urban ....21%
Mahajanga ....... 67% 28
Toliara ........ 80% .45 Source. EP
Antsiranana ....... 66% 27
Madagascar .. 70% 33 GresS and Net EmNrllmelt Badl, 1994

ISource: EPMf

Total Poorest 20% Richest 20%

Nealth Gr EWdinW lidPrimarv ...... 83 48 113
Rural ...... 73 44 92

Mortality rates Urban ... 126 107 138
Secondarv ...... 18 2 53

Infant mortality rate 1970 ............ 181 Rural .9 1 23
1993 ............ 93 Urban .48 9 82
Sub-Saharan Africa ....... 93
Low-income countries ... 64 le U

Primarv ...... 48 27 72
Child mortality ratc 1993 .............. 164 Rural .42 25 57

Sub-Saharan Africa ...... 172 Urban .73 60 89
Low-income countries .. 103 Secondary .7 0 24

Rural .4....4 0 12
Urban . 19 0 35

Source: WDR 1995 Source: EPM



lnlidene of Public EucaUsm Exehlidbre Incidence d Public lean Exluedikmrs

Education spending bbnehftinu: Health spemdin h benldian:
the poorest 20% the richest 20% the poorest 20% the richest 20%

Year of the population (°/) of the population (%') Year of the population (°/O) of the population (%)

Cote d'Ivoire ....... 1993 10 38 Cote d'lvoire ....... 1 993 8 35
Ghana ....... 1992 16 21 Ghana ....... 1992 12 33
Kenya ....... 1992/3 17 21 Kenya ....... 1992/3 14 24
Madagascar ....... 1993 8 41 Madagascar ....... 1993 15 27
Malawi ........ 1994/5 16 25 South Africa ....... 1993 16 17
South Africa ....... 1993 14 40
Tanzania .... 1993 13 23 

Indonesia .1989 12 29
Malaysia .1989 29 11

Indonesia ..... 1989 15 29 Vietnam .... 1993 12 29
Lao P.D.R ..... 1993 11 35
Vietnam ... 1993 15 49 IEUi

Argentina . 1991 33 6
U l Brazil .1985 17 42

Brazil .... 1985 14 19 Chile ..... 1982 22 11
Chile .... 1986 25 17 Colombia ..... 1992 27 13
Colombia .... 1992 23 14 Uruguay ..... 1989 37 11
Mexico .... 1992 14 27
Uruguay .... 1989 33 15

Sources: Castro-Leal, Dayton, and Demery (1996).
Note: If public education spending were equally distributed across population quintiles, then the poorest and the Sources: Castro-Leal, Dayton, atid Demery (1996).
richest quintiles (every number in the table above) would receive a 20 percent share of spending. In Colombia Note: If public health spending were equally distributed across population quintiles, then the poorest and the
quintiles are based on households rather than individuals. richest quintiles (every number in the table above) would receive a 20 percent share of spending. In Malaysia

and Colombia, quintiles are based on households rather than individuals.





MADAGASCAR POVERTY ASSESSMENT
Executive Summary

Poverty is Getting Worse

1. Incomes have been declining for 30 years. In the early 1960s, per capita income
in Madagascar was US$430, which was in line with that of Indonesia and was close to that
of Thailand. Thirty years later, Madagascar's per capita income has declined to US$230,
which is one-third of that of Indonesia and about one-tenth of that of Thailand. Many
other developing countries have grown at much faster rates than has Madagascar, which,
in essence, has lost three decades of economic development.

2. Therefore, it is not surprising that Madagascar's economy has provided its
population of 12.4 million (which is growing at about 2.8 percent per year) with few
opportunities to improve their living standards. Whereas the incidence of poverty has
significantly declined in Indonesia and Thailand, it has increased in Madagascar. For
example, in Indonesia, the incidence of poverty fell from 58 percent of the population in
1970 to 28 percent in 1984 and to only 17 percent by 1987. In Thailand the incidence fell
from 59 percent to 20 percent between 1962 and 1981. Declines in income in Madagascar
have been accompanied by poor health conditions and a fall in educational standards,
which have led the population to have a palpable sense that its standards of living have
declined over time. Madagascar is one of the few countries in the world in which children
will be less educated than their parents. The population's sense of impoverishment is
made all the more severe by little evidence that the country's development policies will
improve their situation any time soon, and by a clear perception of isolation,
powerlessness, and alienation from public institutions.

3. Health indicators remain poor. The health status of Madagascar's population
remains at or below highly unsatisfactory averages for Sub-Saharan Africa. In 1990, the
infant mortality rate was 116 per 1,000 live births compared to 107 for Sub-Saharan
Africa, the under-five mortality rate was the same as the Sub-Saharan Africa average for
both boys and girls, and life expectancy at birth was 50 years compared to 51 for Sub-
Saharan Africa. Infectious and parasitic diseases are the main causes of illness and death.
These are typically associated with poor sanitation, low nutritional standards, and a lack of
access to safe water--leading to acute respiratory illness, diarrhea, and malaria. In
addition, a large proportion of the population does not even consult a health practitioner
when ill. A study undertaken by the European Union in 1995 showed that as many as 47
percent of those interviewed had not consulted a health provider for recent illnesses,
primarily relying on home-based treatments. Complications arising from child bearing and
pregnancy termination are a leading cause of maternal mortality, which is estimated by the
Ministry of Health to be between 570 to 660 per 100,000 live births. Although AIDS has
not yet had a significant impact on public health, the high prevalence of untreated sexually-
transmitted diseases suggests that there is a high risk of this happening.
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4. The lack of improvement in the health status of the population is the result of a
lack of adequate resources (both in terms of public spending and low incomes of the
population) and of inefficient and poor management of health services. Whereas in many
low income economies the government typically spends two or three percent of GDP on
health, in Madagascar the government spends less than one percent of GDP. In addition,
the resources that are available are not efficiently used. For example, district health
services (district hospitals and health centers) receive only 20 percent of the non-salary
health budget, which is inadequate for providing good quality essential services. Likewise,
most health facilities have had a recurrent problem of an inadequate supply of drugs,
which is a particularly serious problem for the country. Too little has been invested in
water and sanitation as well.

5. While many of the Ministry of Health facilities are in poor conditions, NGOs
operate a number of health facilities, charging fees that typically do not cover the full costs
of the service provided. Also, private and corporate medical practices have been growing
in recent years. The number of private physicians is estimated to be 3,300, but most of
them are concentrated in the capital and the other main cities. However, most of the
population cannot afford to pay for private health care services.

6. Education indicators have declined sigi:,ficantly. The achievements of the
education system have significantly declined in the last 15 years. Enrollment ratios have
been falling at both the primary and secondary levels since the early 1980s. At the primary
level, the gross enrollment ratio has declined from an impressive 142 percent in 1980 to 83
percent in the mid-1990s while at the lower-secondary level (college), it fell from 30
percent to 23 percent. As a result, while in the 1960s Madagascar was one of the most
educated countries in Sub-Saharan Africa, primary school enrollment ratios are now only
slightly above and secondary enrollments on a par with the low averages for the Sub-
Saharan Africa region.

7. Madagascar compares very poorly with other Sub-Saharan African countries on a
wide range of educational efficiency indicators, especially at the primary level. More than
one-third of primary students in public schools repeated grades in 1990, and only 38
percent of students stayed in school until the final year, the second and third worst
performance respectively in the entire Sub-Saharan Africa region. The main reasons
underlying the inefficiency of the educational system are poor school management, the
unavailability of teaching materials, underqualified teachers and infrequent in-service
training, and the fact that the school calendar overlaps with agricultural seasons when
children are needed to work in the fields.

8. The decline in enrollment ratios has been caused by many factors. Primary among
them is the overall decline of the economy. This has affected both the supply of and the
demand for education. On the supply side, it has meant that fewer public resources have
been available to increase the supply, efficiency, and effectiveness of the education sector.
In recent years, total education spending has accounted for only around 2 percent of GDP
-- well below the Sub-Saharan African average of 4.3 percent of GDP and also below the
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overall developing country average of 3 percent of GDP. On the demand side, households
have had less income, making it harder for them to afford education expenses. In addition,
the overall decline of the economy has reduced the private returns to education, and many
households clearly perceive the costs of education as being excessive in relation to its
expected benefits.

9. Other factors associated with economic decline compound existing problems in
the social sectors. First, security has become a major problem. In one district in Toliara,
over 90 percent of schools have been closed due to the pillage of school materials,
equipment, and furniture by armed gangs. Because of the dangers, no one is willing to
stay and guard the schools. This is apparently common throughout the island and is also a
problem for farmers, whose crops and livestock are frequently stolen. Second, the lack of
physical access to social services has had serious implications for the availability and
assignment of teachers and health personnel, the supervision of schools and health centers,
the distribution of materials and supplies, and the enrollment of students in schools and/or
the utilization by the general population of health services. In some areas, children are
unable to attend school for four months during the rainy season because there is no bridge
across the swollen river to get to the school on the other side. In other cases, teachers
must walk seven days each way to get their pay during times when they should be
teaching. Third, problems with the recruitment and assignment of personnel, especially in
rural areas, have limited the provision of essential services in many areas. Therefore,
increasing the educational levels and health status of the Malagasy population will require
not only increasing public resources in these sectors and working more closely with
communities to improve the quality and financing of these services but also a policy
framework that enables the economy to grow, puts to productive use the skills created by
the educational system, and mobilizes the resources needed to fund adequate security and
physical access to facilities.

The Profile of Poverty in Madagascar

10. Who are the poor? The recent availability of data on poverty from the nationally
representative household survey carried out in 1993-94, the Enquete Permanent Aupres
des Menages (EPM) provides the basis for an in-depth understanding of the poverty
situation in Madagascar. In line with international practice, this data is used to define the
poor in Madagascar as being those whose total expenditures are insufficient to purchase a
basket of basic commodities including food, clothing, and other essential items. The
manner in which this basket is defined gives primary importance to its food content
because without adequate food, people do not have the energy required to work to their
full potential, they are more susceptible to disease, and the cognitive development of
children is impaired. Current biomedical research suggests that 2,100 calories per day is
the minimum necessary to meet basic nutritional requirements, and this is the norm applied
throughout the developing world.

11. The poverty line for Madagascar is based on two essential parts: essential food
and essential non-food items. The first part of this poverty line, the food portion, was
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developed by defining a basket of food that reflects local tastes (rather than expecting a
household to spend all its money on the single food item that has the lowest price per
calorie). To achieve the most realistic basket of food for Madagascar, the 42 food items
most consumed by households in the middle, or third, expenditure quintile were included.
The quantities of this reference basket were then valued taking into account local
variations in costs on the basis of rural and urban median prices for each region. Because
families also have to purchase non-food items that are necessary for their survival, the
second part of the poverty line includes an allowance for non-foods. This is derived from
the typical non-food spending of those who actually reach the reference level of food
spending.

12. The poor are defined as those who are unable to purchase both the required food
and the minimum non-food needs. The extreme poor are defined as those whose total
expenditures would just enable them to purchase the reference 2,100 calorie food basket.
(Because these extremely poor households in reality also purchase other non-food
essential items, they are, in fact, displacing some of their essential food requirements, thus
consuming less than the 2,100 calories required per day.) Using these definitions, two
poverty lines are derived (in 1993 prices): a poverty line of FMG 248,400 and an extreme
poverty line of FMG 194,460. These lines show that 70 percent of Madagascar's
population are poor and 59 percent are extremely poor.

Figure 1: Poverty by Place of Residence

80-
75 -
70-
65 -
60.
35 - ..... . .......
50 - .
45........
40 .... .. . .. 

30

30 m e l s Overall .......
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not even having access to latrines. Similarly only 9 percent have access to electricity.
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14. Poverty is largely ruraL Seventy-seven percent of the rural population is poor as
compared to 47 percent of the urban population (see Figure 1). Two-thirds (66 percent)
of the rural population is extremely poor compared to 35 percent of the urban population.
As a result, almost 86 percent of the poor and 88 percent of the extremely poor live in
rural areas. Poverty is also deeper, in that people are further below the poverty line, in
rural areas than in urban areas. Close to 80 percent of the country's poor are primarily
farmers. Another 10 percent consists of herders and fishermen. Those households
involved primarily in farming are overwhelmingly the poorest households in the country,
both in terms of the incidence and the severity of their poverty. Sensitivity tests on the
choice of the poverty line show that, even if the poverty line is varied over a wide range,
these results are quite robust. With respect to inequality, inequality is higher in the capital
than anywhere else and is lower in rural areas and small cities. However, the differences
throughout the island are relatively small.

Figure 2: Poverty by Region
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15. Toliara is the poorest provinice. Among provinces Toliara in the southwest is the
poorest; 80 percent of its population is below the poverty line and its poor account for 15
percent of the country's poor, even though the population of the province accounts for
only 13 percent of the country's population. It is also the province in which one finds the
highest so-called "poverty gap" (which measures the increase that would be required in
the poor's spending, or income, to enable them to reach the poverty line) and "severity of
poverty" (a measure of poverty which gives a larger weight to large shortfalls in people's
purchasing power than to the smaller ones). Because of the large share of the population
living in Antananarivo and Fianarantsoa, these two provinces account for 28 and 20
percent, respectively of the country's poor population.

16. Social indicators are low for poor and nonpoor alike, but are generally worse for
the poor. Analysis of the EPM household survey data provides additional insights into the
specific nature of the current problems in the social sectors and for the poor. In the
education sector, while the gross enrollment ratio in primary school is 83 percent for the
population as a whole, there are large differences between groups. Urban areas are much
better off than rural areas. The gross primary enrollment ratio in urban areas is 126
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percent, while the equivalent figure in rural areas, where the majority of poor children live,
is only 73 percent. (The poorest province, Toliara, had the lowest gross primary
enrollment ratio of all provinces in 1993-94 with only 51 percent enrolled). Gross
secondary enrollment ratios are five times higher in urban areas (48 percent) than in rural
areas (9 percent). Likewise, gross enrollment ratios at both the primary and secondary
levels are much lower for the poor. At the primary level the ratio is only 48 percent for
the children of the poorest quintile compared to 113 percent for the children of the richest
quintile. At the secondary level, the contrast is even more acute, with gross enrollment
ratios of only 2 percent for the poorest quintile and 53 percent for the richest quintile.

17. The results of analysis of the incidence of public education expenditures show that
the poor benefit relatively little from these expenditures. This analysis has two elements.
It looks at the actual allocation of resources to specific levels of education and then it
looks at who uses those resources to determine the " incidence" or allocation and use of
those resources by specific groups. The analysis of education expenditures in Madagascar
shows that they are among the least equitably distributed in the world compared to those
in other countries in Africa, Latin America, and East Asia where a similar analysis has
been undertaken. For all levels of education combined, the richest quintile receives three
times more on a per capita basis than the poorest quintile does, and people in urban areas
receive a per capita expenditure that is more than three times larger than that for people in
rural areas. The primary-level expenditures are the most equitably distributed.
Nevertheless, the poorest quintile receives the smallest per capita expenditure, primarily
due to the extremely low enrollments among this group. At the secondary level,
expenditures are biased heavily towards the well-off who dominate enrollments, with the
richest quintile receiving about 10 times the amount received by the poorest quintile on a
per capita basis. At the tertiary level, the average per capita expenditure is absorbed
almost entirely by the richest quintile. Again, this is due primarily to the fact that the poor
are not able to access these services. The education subsidy is generally evenly divided
between men and women. This reflects the fact that girls have about the same enrollment
ratios as boys at all levels of education, which is greatly to Madagascar's credit and is
atypical for an African country.

18. In the health sector, the household survey revealed two interesting findings. First,
the differences between the indicators of the poor and the nonpoor are less stark than in
the education sector. Malnutrition, for instance, is a pervasive problem with 32 percent of
children aged 3 to 60 months old in extremely poor households suffering from severe
stunting compared to a still relatively high 26 percent in nonpoor households. Second, the
poor typically utilize poorer quality services. Not surprisingly, a somewhat higher
percentage of the poor use public health facilities than do the rich (73 percent of
consultations for the poorest 20 percent of the population and 60 percent of consultations
for the richest 20 percent). However, the majority of the poor who use the private sector
are forced to consult traditional healers, despite the fact that the participatory poverty
assessment found that, in almost all regions, the poor highly value modern medicine over
traditional healers. This is because they are unable to afford to attend private clinics
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where modem medical technology and drugs are available, which is where the vast
majority of those in the richest quintile who use private care go.

19. Public health expenditures are much more equitably distributed across groups than
are public education expenditures. The poorest 20 percent of the population receives 15
percent of government health expenditures (compared to 8 percent of education
expenditures) and the richest 20 percent receives 27 percent of public health expenditures
(vs. 41 percent of education expenditures). Although the richer segments of society
receive much more of the benefit of public spending in health than do the poor, the main
difference with the allocation of education expenditures is that the poor utilize public
health facilities more than the rich do, thus capturing more of the benefits of public
expenditures whereas in education, the poor do not capture the benefits primarily because
their children are not enrolled in schools.

20. Other non-income indicators and poverty. Other non-income indicators of poverty,
such as housing conditions, access to clean drinking water and sanitation, and energy
sources used also illustrate the pervasive nature of poverty in Madagascar as they affect
the vast majority of the population, both poor and nonpoor. Housing conditions are
crowded and unhealthy for most households, with 53 percent of households living in
single room dwellings and an additional 29 percent in two room dwellings. Each room in
the house is shared by 4.3 people on average for the extreme poor, 3.5 people for the
poor, and 2.7 people for the nonpoor. The majority (60 percent) of Malagasy households
obtain their drinking water from sources that can be easily contaminated such as lakes,
ponds, and rivers (70 percent of the extreme poor, 57 percent of the poor, and 40 percent
of the nonpoor). Only 13 percent of the population has access to water from public taps
(8 percent of the extreme poor, 12 percent of the poor, and 20 percent of the nonpoor).
Access to potable water is primarily a function of where one lives. In rural areas, only 32
percent of the population has access to potable water compared to 69 percent in urban
areas. A similar picture emerges for sanitation. Only 2 percent of the population has
access to flushed toilets, 32 percent use latrines, and 65 percent have no access to
sanitation equipment (including 50 percent of the nonpoor).

21. Wood remains the main source of fuel for all Malagasy households, with more than
80 percent using it for cooking. Electricity remains a rare source of energy, only 20
percent of the nonpoor have access to electricity (and 2 percent of the extreme poor). The
main other sources of energy and light are oil lamps, candles and wood fires. Eighty-three
percent of all households use oil lamps, 3 percent candles, and about 5 percent use non-
identified sources, generally none or the light from a wood fire. This use of wood as the
primary source of fuel contributes significantly to the rapid pace of deforestation
experienced on the island.

22. 7he link between women and poverty is complex, but the situation of women in
Madagascar is better than in many countries. Compared to many other developing
countries, women occupy a relatively favorable position in Madagascar. They are
protected from discrimination by the constitution, have the right to own property, and can
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sue for divorce. Girls' enrollment in education is virtually the same as that of boys--
although illiteracy remains more common among adult women than men, especially in
rural areas. Female enrollment at the primary level is also slightly higher than that for boys
in rural areas and the same in urban areas. Gross enrollment rates in secondary schools
are 18 percent for girls compared to 19 percent for boys. There are no legal restrictions
on women's access to formal sector credit. Formal credit requires collateral such as land
titles or ownership of substantial property, which the traditional rules governing family
property tend to put under the management of the husband. Nevertheless, the incidence of
poverty is somewhat higher for female-headed households than for male-headed
households. Eighty-seven percent of female-headed households are a result of divorce or
death of the husband.

23. Traditional practices that curtail the exercise of many of these legal rights of
women continue. Traditional society in many parts of Madagascar is based on the
supremacy of the first-born male. Women's roles in the community are typically less
prominent than those of men and are defined in relation to their family and domestic life.
Their status is enhanced by the birth of children, particularly sons. In some areas,
especially in the south, tradition precludes women from owning land and other immovable
goods. Female children may also be excluded from inheritance, and, by custom, the
separation of property on divorce is generally decided in favor of the man, particularly if
there are no children. Women's health is of particular concern. Their life expectancy is
higher than for men (59 versus 56 in 1993), but maternal mortality is high (estimates differ
from 350 to 660 per 100,000 live births), largely because of pregnancies coming too soon
after one another, but also due to poor prenatal care and the poor nutritional status of the
mother. Complications from abortions are also thought to be a major cause of maternal
mortality (20-40 percent). This is because of limited access to birth control and also
because abortions are against the law and performed by unqualified practitioners.

Experiencing Poverty

24. A participatory poverty assessment (PPA) was undertaken to understand how the
poor experience poverty and how public policy and public institutions can improve their
lives. The assessment covered four regions of Madagascar: the southwest area of Toliara,
which is the poorest province and which experiences periodic droughts; the capital city of
Antananarivo; a rice-growing area roughly 150 kilometers to the west of the capital city
(Soavinandriana); and the export-crop region along the eastern coast of the country
(Sambave and Brickaville). The assessment was undertaken during an eight-month period
in 1993, and 2,582 households (approximately 650 in each of the four regions) were
interviewed by Malagasy teams as were roughly 100 community leaders, service
providers, and government officials.

25. In the interviews, the participatory assessment sought to ascertain how poverty is
defined by those who see it and those who live it. The general picture that emerges is that
poverty is perceived as being the inability to be socially integrated and to adhere to local
customs and norms. Thus, people who are at or beyond the fringes of the local
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community are considered to be poor. They are also regarded as poor if they cannot
afford to eat three meals a day (in the south, almost half of the households interviewed eat
two meals or less a day, and in poor urban areas of Antananarivo, this figure reached 75
percent of those interviewed); if they have few clothes (many of the poor only own two
sets of clothes, one for everyday use and one for special events such as church or
ceremonies, and only three out of 10 of the poor interviewed in Antananarivo have shoes);
if they have limited access to modern medicine (of the approximately 600 households
surveyed in the south, only a little over half can afford modern medicines although in
almost all regions people highly value modern medicine over traditional healers); if they
were unable to organize a burial ceremony (Famadihana) every five years; and if the
quality of their housing is poor.

26. Perhaps one of the most striking findings of the participatory poverty assessment is
the extent to which the poor feel neglected by public institutions. Security and isolation
are serious concerns. Access to poor communities is hampered by impassable or non-
existent roads. This limits access to markets and competition--a serious problem in a
country where most of the population derives its income from agricultural activities. As a
result of this lack of competition, many traders can act as private monopolies. In the
export-crop region, for example, farmers describe how traders will go so far as to resort
to violence to disrupt or prevent producers from attending growers' association meetings.
Traders are also reported to have sabotaged roadworks in the areas that they control to
limit competition. As a result, poor farmers perceive--probably correctly--producer prices
to be well below the prices that would prevail in a more competitive environment with
better access to markets. In the areas covered by the survey, the producer price of vanilla
is often only 4 percent of the export price. Similarly with litchi and rice crops in the
eastern portion of the island and in other isolated areas, collectors are seen as artificially
depressing producer prices. The powerlessness of small farmers with respect to private
monopolies is one clear source of their frustration and resentment. Compounding this
problem, farmers feel by-passed by public extension agencies that provide modern
agricultural technologies. In addition, shortages of land and questions about the legal
rights over land and property were a serious concern, with participants worried that
customary rights over land would be brought under the aegis of local authorities. People
also felt access to credit to be limited, in part because of the inaccessibility of many rural
areas.

27. The quality of the educational system is another source of frustration for the poor.
In the interviews, it was persistently highlighted that teachers are sent to school poorly
prepared for their classes and receive such low wages that they cannot afford to dress
properly. Teachers also often work at other jobs, thus missing classes. As a result,
parents see teachers as an "anti-model" for their children, which they take as another sign
that the government does not care for its own people. The feeling of disaffection with the
institutions of the state pervades interviews in all regions; it is particularly marked in the
south.
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28. While the poor have little faith in their public institutions, they are strong adherents
of the kind of help that they can receive from each other. Community self-help (entraide
communautaire) serves as an informal safety net. In the eastern coastal region, over
three-quarters of the households interviewed are involved in this mutual assistance
whereby money and goods are assembled to help a family out in time of need. Ninety-four
percent of those involved in this form of community association say they have increased
their income as a result. While people in the south appear to be too poor for even this
kind of communal undertaking, they do voice enthusiasm for those participatory projects
that they know about and, along with others interviewed in the other regions, they would
react favorably to the government involving them fully in the process of their own
development.

Poverty and the Environment

29. Madagascar has already lost 80 percent of its original forest cover, and the rest is
under severe pressure for reasons that relate principally to poverty. The costs of
environmental degradation, principally from soil erosion, silting, declining soil fertility, and
loss of forests, are tremendous. Traditional forms of itinerant agriculture, which are relied
on by the poor because they have no incentives to intensify production, result in the
burning of savanna and forests. These are the chief causes of the precarious state of
Madagascar's remaining natural habitats and, when combined with increasing population
pressure on available land, the loss of productive land. The two principal problems are:
(i) fires set on 1-3 million hectares of savanna per year for zebu cattle, which eat the new
grass that grows after the fire, and (ii) tavy agriculture, in which rice is grown on steep
slopes where virgin or secondary forests have been burned. About 20,000 hectares of
primary forest (about 5 percent of its present area) are burned each year under tavy.
While in general in Madagascar land rights are well-defined, they are less clear in recently
settled areas and on rural-urban boundaries, places that are often inhabited by the poor.
All natural forests and many other natural habitats are owned by the state. Government-
owned lands are protected to a varying degree. It has proved difficult for the government
to prevent large-scale encroachment on protected forests in the face of the wide areas
affected and the lack of alternatives for the people who are using the protected resources.
In 1989, Madagascar launched the National Environmental Action Plan, the first in Afiica,
which has received significant support from donors. However, the components of the first
program that focused on working with communities that live in or near protected areas
(and that are primarily poor) were largely unsuccessful because they failed to address the
root of the problem, which is the lack of alternatives that these communities have. The
second phase of this program is under preparation, in which these issues will be given
much more attention.
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The Root Cause of Poverty in Madagascar: Misguided Development Policies

30. For the decade following Independence in 1960, Madagascar enjoyed modest
average growth of about 3 percent per year. However, even that faltered in the mid-
1970s, as the country underwent a socialist revolution that brought authoritarian rule and
interventionist economic policies characterized by widespread nationalization, extensive
price and marketing controls which were particularly severe in the agricultural sector,
extremely high tariffs, high taxation of agricultural exports, a chronically overvalued
exchange rate, and a public investment program that gave priority to large, capital-
intensive projects with low returns, while neglecting investments in infrastructure,
particularly rural infrastructure, and the social sectors. These policies favored urban over
rural areas, where most of the poor live. Rice subsidies and imports favored urban
consumers over poor rural producers, while the government's investment program focused
on large industrial projects that generally employed (relatively few) nonpoor urban
workers. Pricing and marketing controls on export crops also kept real producer prices
low and reduced farmers' incomes and production incentives.

31. The legacy of these policies has been a relative decline of agriculture (for example,
Madagascar's share of the world vanilla market fell from 70 percent in the early 1970s to
30 percent in the 1990s) which provides a livelihood for the majority of the country's
poor, a dramatic decline in per capita GDP, a vulnerable macroeconomic situation with
significant external debt and unsustainable fiscal deficits, a relatively small private sector,
and public expenditure programs that for several decades have neglected spending in areas
essential for development--and from which the poor are major beneficiaries--such as rural
infrastructure, water and sanitation, roads, and human capital development. Not
surprisingly, not only did poverty increase during this period but so did inequality. The
Gini coefficient rose from 0.40 in 1962 to 0.47 in 1980 for the country as whole and from
0.30 to 0.47 in the rural areas where 80 percent of the poor live and work. This was the
result of the state interventions, the deterioration of rural infrastructure, which led to the
breakdown of traditional rural markets, and the ability of rich farmers to benefit from rents
created by large distortions.

32. In the mid-1980s, and particularly starting in 1987, the government took measures
to stabilize the macroeconomic situation and to reform the economy. Supply-side
measures included steps to liberalize domestic trade, deregulate prices, increase the
competitiveness of the exchange rate, and liberalize the import system. In the agriculture
sector, the rice marketing and distribution systems were liberalized. These measures had
several positive effects. There was an economic recovery and GDP grew at 3.5 percent
per year during 1988-90, a rate of growth above that of population growth. Private and
foreign investment increased. The reforms also shifted domestic terms of trade
considerably in favor of the rural sector. Liberalization resulted in an expansion of non-
traditional agricultural exports such as shrimp, litchis, sisal, and sugar. Small-scale
fisheries experienced a six-fold growth in output during the 1 980s. However, the
deterioration in rural infrastructure prevented a recovery of traditional agriculture.
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33. In mid-1991, demonstrations and strikes in support of political liberalization
swept the country and signaled the start of a lengthy transition to pluralistic democracy.
A new constitution was approved by a referendum in August 1992. Presidential
elections were held in February 1993 and were followed by elections in July 1993 for
the National Assembly. However, splits between the Prime Minister and the President
paralyzed decisionmaking and led to a new referendum in September 1995 to amend the
constitution to allow the President, rather than the National Assembly, to appoint the
Prime Minister directly. All these changes occurred peacefully, after free and fair
elections.

34. During the transition period, however, the stabilization and reform programs were
derailed. After a 7 percent decline in 1991, GDP grew on average by only 1.1 percent
during the 1992-94 period, well below the population growth rate. Investment and
savings remained low, at 11.5 percent and 3.3 percent of GDP respectively. Private
investment is less than 4 percent of GDP. The current account deficit of the balance of
payments increased from 9 percent of GDP in 1992 to II percent of GDP in 1994, due to
a decrease in private transfers. The overall deficit of the central government (including
grants) increased, averaging 7.3 percent of GDP during 1992-94. During this period,
inflation averaged 22 percent and peaked at 60 percent towards the end of 1994. External
debt was 156 percent of GDP by mid-1995, and the scheduled debt service is 59 percent
of exports. Although Madagascar has remained current on debt service with the Bretton
Woods institutions, it is in arrears to most of its creditors, making it harder to obtain
access to international capital markets. Economic performance has not improved in 1995.

35. In short, the country has yet to implement policies that could help the economy to
recover and would lay the foundation for Madagascar's sustained growth and poverty
reduction. The economy's poor performance over a period spanning several decades is
the root cause of the country's widespread poverty, declining living standards, inability to
mobilize resources to develop human resources, and the continuing degradation of the
country's unique natural environment.

A Comprehensive Poverty Reduction Strategy

Broad-based Growth

36. The country's poor economic and social performance is all the more tragic because
Madagascar has excellent potential for development, stemming from a diversified and
favorable resource base. Low labor costs and favorable transport links with the rest of the
world make Madagascar an attractive place for investment in the production of labor-
intensive goods. There is considerable potential for increasing the production of
traditional food and export crops and of high-valued agricultural export crops such as
tropical fruits, essential oils, and shrimp. The country also has sizable mineral resources
that have not yet been exploited, and with its ecological diversity and unspoiled beaches, it
has enormous tourist potential.
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37. The poverty profile has shown that, because poverty in Madagascar is so
widespread, broad-based growth is essential. The main obstacle to rapid growth and
poverty reduction is man-made and consists of a reluctance on the part of successive
governments to adopt the kind of development policies that have been so successful in
neighboring Mauritius and in Uganda, as well as in more distant Indonesia, Thailand, and
Malaysia, to name just a few examples. There are several essential building blocks of the
development policies that Madagascar needs to implement to achieve higher growth rates
and a lower incidence of poverty. The first consists of reestablishing the confidence of
Madagascar's citizens and of the international community in a stable economic
environment through macroeconomic policies that bring the fiscal deficit down to
sustainable levels, ensuring that public expenditure is highly productive, maintaining a
competitive exchange rate, and addressing the external debt overhang problem. Because
Madagascar is so poor that domestic savings cannot generate sufficient financing for high
growth, sustainable job creation, and poverty reduction, the second consists of policy
measures to support the private investment that will be necessary for encouraging
productive investments that can provide jobs and off-farm employment opportunities --
such as deregulating domestic markets, opening the trade regime by significantly reducing
or eliminating export taxes and maintaining tariffs at moderate levels, and eliminating other
constraints to private investment -- both domestic and foreign -- wherever they exist.
Third, to maximize the use of existing public resources, measures will be necessary to
reorient the public sector away from productive activities that can be carried out by the
private sector towards activities that the private sector cannot completely handle such as
critical investments in infrastructure, agricultural research and extension, and social sectors
from which the poor can benefit. These policies must be accompanied by actions to
upgrade basic infrastructure to encourage a supply response at the micro level and to
increase access of all citizens and the poor to essential productive and social services.
Increasing the productivity of agricultural activities is also vital to achieving broad-based
growth that benefits the poor because agriculture is the engine of the Malagasy economy
and will be the way in which the majority of the poor earn their living in the foreseeable
future.

38. Implemented rapidly and expeditiously, these measures could put Madagascar on a
high growth path and, in a relatively short period of time, reduce poverty substantially.
For example, sustained over five years, 5 percent per capita GDP growth (distributionally
neutral) would reduce the incidence of poverty from 70 percent to 59 percent, and to 45
percent if the 5 percent per capita GDP growth rate is sustained over 10 years.

39. Consistently providling sound macroeconomic policies. The importance of
consistently supporting sound macroeconomic policies as a necessary foundation for
economic growth, and growth that benefits the poor, is hard to exaggerate. Besides the
obvious gains associated with low inflation, sound macroeconomic policies reduce the
likelihood of and need for severe stabilization programs that can be costly in terms of
foregone output and growth. Achieving sound macroeconomic policies in the case of
Madagascar requires first and foremost bringing fiscal imbalances to levels that can be
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financed without crowding out private investment, without excessive recourse to central
bank financing, and without increasing the country's external debt to levels inconsistent
with export performance. Recent data suggest that this would require the fiscal deficit to
decline by about 4 percentage points of GDP from current levels.

40. Second, fiscal deficit reductions need to be accompanied by healthy public
finances. This implies the need for taxes that have a low efficiency cost (such as a value
added tax, which the government introduced in 1995) and public expenditure focused on
high quality and economically justified programs. After several years of adjustment,
Madagascar has considerably reduced the number of inappropriate expenditure programs
in its budget. In particular, it eliminated the misguided subsidies (for example, on
petroleum products, flour and retail rice prices) that were introduced in 1994 and that, in
the case of rice, had a detrimental effect on producers, the vast majority of whom are
poor, who had started to react positively to better prices after the float of the exchange
rate and market liberalization. The problem that needs to be addressed now is the
insufficiency of public resources currently allocated to development activities that will be
crucial to a pro-poor pattern of growth that provides economic opportunities to the poor
(such as rural infrastructure, health, water and sanitation, roads, security, and education).
It is clear that the country will need to raise more domestic resources, for example, by
improving cost recovery of publicly provided goods and services, by eliminating tax
exemptions that cannot be justified, and improving tax administration. In addition, it will
also be important to take measures that over time reduce the country's quasi-fiscal deficit.
For example, at present, the central government is responsible for the repayment of the
external debt of public enterprises, which is a tremendous drain on resources that could
otherwise be used for important development efforts that would support poverty
reduction. Effectively, even though this is not recorded in the budget, this is a government
subsidy that is larger than the combined budgets for health, education, and rural roads.
Similarly, the poor state of the public banks' portfolio is a potential source of significant
pressure on the budget.

41. Maintaining a competitive real exchange rate is the third essential element of a
sound macroeconomic framework for broad-based, pro-poor growth. There has been
some debate in Madagascar as to whether a competitive exchange rate helps the poor or
not, and the increases in rice prices associated with a more competitive exchange rate have
created the impression among some that in fact it penalizes the poor. This is a mistaken
conclusion, however. There is an ample body of empirical evidence that a competitive
exchange rate is generally associated with rapid export growth, increased employment
opportunities for the poor, and a healthy balance of payments. Studies of the determinants
of the high performance of the economies of Korea, Malaysia, Thailand and other East
Asian countries consistently indicate that a competitive exchange rate policy was a key
ingredient of these countries' successful development policies. In the case of Madagascar,
studies completed by the Bank in the early 1990s suggested that achieving a competitive
exchange rate had a strong positive effect on the incomes of most of the poor because it
raised the prices of the commodities they produce, such as rice. Unfortunately, producers
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of traditional exports benefited little from the adjustment of the exchange rate in the late
1 980s because taxation levels on these items remained high.

42. Fourth, it is difficult to see how the country can establish the foundations for
accelerated growth without addressing the debt overhang problem, which is extremely
severe in Madagascar. The only viable solution is for the government to formulate and
start implementing a stabilization and reform program that is acceptable to the
international community. This would enable Madagascar to benefit over time from Paris
Club rescheduling or other solutions that may be developed in the future to reduce the
burden that the external debt puts on the economy.

43. Removing regulatory constraints However, sound macroeconomic policies will
not yield their full potential in terms of pro-poor growth in the absence of complementary
structural reforms aimed at deregulating product and factor markets. While some
progress has been made in recent years in eliminating price distortions and increasing the
competitiveness of marketing, serious problems remain and the distortions that remain are
particularly harmful to the poor because they are concentrated in the agricultural sector.
The liberalization of the exchange rate and trade regimes has increased price incentives for
exports produced primarily by the poor such as coffee, cloves, vanilla, and pepper.
However, the effects of the devaluation would be considerably greater if more efforts were
made to eliminate private and public monopolies, which continue to depress producer
prices and, thus, the incomes of poor producers. In particular, although export taxation
has been reduced for vanilla, private monopolies result in informally regulated trade and
storage systems, resulting in extremely low producer prices, low exports, and loss of
external markets. Finally, price or trade distortions for such crops as cotton, sugar, wheat,
copra, and oil palm result in relatively high levels of protection that perpetuate
inefficiencies and, in some cases, artificially low producer prices.

44. While the deregulation of agriculture is extremely important for raising the
incomes of the poor, partly because the prosperity of such a large share of the population
and the vast majority of the poor depend on developments in the agricultural sector, there
are other sectors that need to be deregulated and that are extremely important for
economic recovery and the country's long-term development. This includes sectors where
the state has traditionally been a monopolist supplier--such as electricity,
telecommunications, and water supply--as well as sectors where there are restrictions to
competition--such as maritime and air transport. Similarly, there is a need to lift existing
restrictions on land transactions, which contribute artificially to increasing the price of land
and rents, especially in urban areas, and have significant negative effects on the living
standards of the poor. There is also a need to give a commercial orientation to--if not to
privatize entirely--the supply of goods now produced and provided by the public sector
such as water in urban areas and irrigation in rural areas--and to ensure that these goods
and services are realistically priced. Surveys in many developing countries have found that
the subsidy implicit in pricing water below cost generally accrues to high-income groups
and that the poor in fact pay a much higher price for water (to private vendors) than the
rich. Available statistics suggest that this is also the case in Madagascar.
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Box 1: Monopolies at the Village Level.

The people in one village in the region of Toamasina describe themselves as subsistence farmers because
they produce most of their own food. However, they are active players in the monetary economy. This is
because every year before the harvest they run out of money, and so the rice collector buys their harvest in
advance and thus provides them with the liquidity to keep going through the planting season. After the
rice is harvested, the collector takes it and sells it to markets in larger towns. When the shortage season
comes, the people buy rice again from the collector. The price is often three times the price at which they
sold it to him.

In the neighboring village, the people have set up a rice cooperative. They buy the rice after the harvest
for FMG 4500/daba (15kg), and sell it back in the short season for FMG 7000/daba. The competition
forces the collector to lower his prices as well. Profits have been used to repay the loan of FMG
1,000,000, which they received from SAF (a local religious NGO), that allowed them to start the scheme.

When the price of coffee is high, most people in the two villages do not plant rice. Instead, they buy it
directly from the collector, who imports it from surplus areas. Other profits are used for savings or to set
up a little stock of food and other goods that can help them through subsequent lean times. Although tree
crops can be profitable, their prices are very utistable anid the interval before bearing can be long (about
seven years in the case of litchis).

The main cash crops in the area are cotfee (FMG 1,700/kg in 1993 vs. FMG7001kg in 1992), cloves
(FMG800/kg in 1993 and FMG 1,200/kg in 1992), and bananas (FMG 30/kg). Transport to the nearest
town center is on the backs of the village boys who charge FMG15/kg. There is one wholesaler who
comes to the village with his pickup to buy produce for the national markets. He has been cainpaigning
hard against a govenuneiit plani to fix the road, which would allow other transporters to have easy access
to the village.

45. It is also extremely important to remove other constraints to private investment--
both domestic and foreign--in areas in which there are no explicit barriers to entry. In this
regard, a survey of private firms carried out by the Bank in 1994 suggests that the business
environment could be significantly improved if the judiciary was strengthened and made
more independent and if the Investment Code was dramatically simplified. Expanding and
improving the functioning of the existing regime governing Foreign Trade Zones (which at
present is complex and highly discretionary) is also extremely important because it could
quickly generate additional exports and employment.

46. These policies need to be complemented with a fundamental reorientation of
government activities away from areas where it competes with or replaces the private
sector and towards the supply of public goods that the private sector will not provide in
areas such as roads, irrigation, water systems, education, and health. In some cases, it may
be appropriate for the government to support the private provision of some public
services. One area where this is working currently is in a pilot urban works project where
the government is contracting private firms to rehabilitate urban infrastructure in the
capital city. The local community is directly involved in the planning, the selection of
works, and the maintenance of the infrastructure (see Box 2). Another interesting
approach in the education sector is the successful PRAGAP initiative where the
government, local authorities, and communities are working closely together to reopen
primary schools and expand enrollment.
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Box 2: AGETIPA Urban Works Initiative: Social Impact

The AGETIPA initiative provides a good example of how the government can deliver effectively critical
services to the population. The initiative began in August 1994 as a pilot urban works project meant to address as
rapidly as possible key infrastructure needs of Antananarivo, the capital city of Madagascar. The project created
AGETIPA, an autonomous agency responsible for contracting out renovation works to small and medium-sized local
construction enterprises. An added benefit of the project was its positive impact on the urban economy, and improved
methods for selecting priority investments. Labor-intensive construction techniques wvere deliberately chosen to carry
out the investments selected, and extensive participation guided the planning and selection of works. In the process,
the municipality became more responsive to the needs of its population.

The last available impact survey was carried out in December 1995. A majority of the people interviewed
indicated that the project had a positive impact on their living conditions, particularly among the lower income groups
that cannot count on their own resources to remedy deficiencies in the provision of public services. The rehabilitation
of roads, pavement, stairs, and sewage system have been particularly important: traffic improved, there were less
accidents, the duration of transport time declined, and vehicle maintenance costs were significantly reduced.
Sitilarly, as stairs have been replaced along with work to protect the deterioration of hillsides from erosion and
avalanches, people feel safer and more keen to use tlhem. Stagniant water is still an issue however, although it is
improving. Forty percent of those interviewed said stagnatinig water persists mostly in the peripheral districts while
in the previous survey, six months earlier, 57 percent said so. Seventy percent of the houiseholds interviewed have
children. Of these 13 percent indicated that contaminilated water caused their children to suffer from diarrhea and
parasite infestation. Of this 13 percent, 87 percent then indicated that sewage workl had improved their children's
health status.

47. Focusing on expandling the country's infrastructure is particularly important to
both development and poverty rediuction. Madagascar urgently needs to improve its
public physical infrastructure, such as roads, irrigation, water systems, and education and
health facilities. Rebuilding rural roads is of particular importance if the economy is to
produce an adequate supply response to macroeconomic policies and both to generate
growth and to reduce poverty at an acceptable pace. Rural roads are degraded to the
point where whole areas are cut off during most of the year and many local markets have
ceased to function. This has reduced farmers' ability to market their agricultural
surpluses, and has increased the market power of traders, thus reducing farmers' incomes.
Some studies, including those on Madagascar, confirm that the availability of rural roads is
an important determinant of the margins prevailing between producer prices and urban
market consumer prices. One Bank study in 1991 confirms the high economic rates of
return to investments in rural roads in Madagascar (estimated at 20 percent, not
including significant externalities such as greater access to education, health, and
agricultural services). This study also estimated annual economic losses of US$18
million to the economy due to the dilapidated state of rural roads. These figures would
greatly increase if the effects of inadequate rural roads on essential social services, which
reduces access to and/or significantly increases the costs of essential social services to
much of the rural population, were included.

48. Improving rural infrastructure and agricultural extension services could have a
significant effect on agricultural productivity. Average yields in Madagascar are, for
most crops, significantly below potential and are often only one-half to one-third of
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African averages. Average fertilizer use is also only one-third of the African average.
When two of the big constraints to rice production are removed (lack of reliable water
control and lack of cash input use), as has happened in Lac Aloatra, yields are twice
the national average and close to those of South East Asia. Increases in agricultural
productivity could have significant spill-over effects on the local economy. It has been
shown that growth in the small-scale agricultural sector, which has been shown to be
more productive than large-scale agriculture in numerous studies of Madagascar,
increases demand for agricultural processing (milling, agricultural transport, and
marketing) and manufactured goods (farm implements, clothing, and housing), which
are produced by small, labor-intensive, non-farm businesses in rural areas.

Investing in Human Capital

49. Increasing the human capital of the poor removes one of the most fundamental
constraints to their participation in growth. It is well-known that poverty decreases as the
level of education of the household head rises. Likewise, better health can improve
individuals' overall well-being and productivity, as well as the ability of poor children to
learn. Therefore, extending access to and improving the quality of basic education and
health services is particularly important for helping to reduce poverty.

50. Education. There is ample scope for efficiency gains at all levels of education and
there is a need to increase non-salary recurrent expenditures at the primary level. It is
abundantly clear also that the tertiary level could operate on a fraction of its current
budget without loss of educational achievement. The results of analysis of the incidence of
public expenditures analysis shows that the main reason that the poor are not capturing the
benefits of government expenditures on education is because they are not utilizing the
schools. As a result, one main focus of education policy for reducing poverty should be
on expanding access to education, especially to primary education. As primary enrollment
ratios are much higher in urban areas, the expansion of primary enrollments should take
place largely in rural areas, with a disproportionate benefit for the poor.

51. Yet the participatory poverty assessment (PPA) revealed that the supply of
education is not the only concern of the poor. They also have quality concerns. The PPA
showed that the parents of poor children do not send their children to school for other
reasons as well, including: (i) a lack of financial means and the high cost of uniforms and
books; (ii) the poor quality of the teachers (including their lack of preparation and
absenteeism to collect their pay or work other jobs); (iii) the irrelevance of the curriculum
to the daily realities of the poor; (iv) the distance to school; (v) a lack of teachers; and (vi)
the large size of classes (often 80 students per class). Also teachers are not regarded as
good role models, for example, as they receive such low wages they cannot afford to dress
properly for class.

52. Thus, the government will need both to increase access to and to improve the
quality of the education system to stimulate demand from poor households. Various
actions can be taken to encourage more poor families to send their children to school, in
part by improving the quality of primary and secondary education. Upgrading school
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facilities, improving teaching practices, and making more textbooks available are three
obvious ways to improve quality. Reducing the direct private costs of education,
potentially by providing scholarships or in-kind benefits such as free or subsidized
uniforms (or abolishing uniforms) or books to poor children would be a direct incentive to
get them to attend school. An extremely important measure would be to get parents more
involved in the running of the school through parents' associations. Equally important,
however, is that the government should adopt policies that enable the economy grow and
to make use of the skills and knowledge gained as a result of school attendance.

53. Health. Improving the health status of the Malagasy population requires (a)
significantly increasing the resources available to the public health system--an objective
that can only be achieved through improved public finances and improved cost recovery
(which in some cases could actually result in reducing the cost of effective services to the
poor); (b) re-orienting health expenditure towards primary care and public health services,
which benefit a large number of people, have a particularly strong impact on the poor, and
are cost-effective, and (c) increasing access to and utilization of health services. In
addition, specific nutrition programs, such as the SECALINE Community Nutrition
Program, show what can be achieved at a relatively low cost through well designed and
focused interventions. The program has reduced malnutrition in its target communities by
about 40 percent and provides a low-cost nutritious snack to poor children. The
SECALINE program also addresses problems associated with iodine deficiency by
distributing iodine capsules and iodizing salt.

54. The government is pursuing a health strategy that focuses on primary health care
and community involvement. It is also setting up a central purchasing agency for essential
medicines. Budgetary improvements effected in 1995 and others planned for 1996 aimed
at increasing public expenditure on health, and increasing the proportion of that
expenditure allocated to operations and maintenance and primary health, if sustained,
could have significantly positive effects on the living standards of a population that suffers
from the effects of poverty and ill-health. Increasing the access that the poor have to
effective health facilities also requires that enough medical services and staff be allocated
to areas outside the capital, particularly to rural areas. Demand could be encouraged
through involving the community in local health services. Obviously, public action in this
area needs to be complemented by development policies that put the economy on a faster
growth path that can both raise the income of the poor so they can better afford health
services and raise government revenues to finance their provision.

The Role of Safety Nets.

55. Safety nets are a complement to overall development programs that are designed
to help those who are unable to take advantage of opportunities presented by growth
(such as the sick, the disabled, the elderly) or those who suffer temporary setbacks due to
seasonal fluctuations in income, the loss of the family breadwinner, famine, or
macroeconomic shocks. While some assistance programs, such as pensions and health
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benefits, exist in Madagascar for those who work in the modern sector, they rarely reach
the poor. Given the government's precarious financial situation and weak implementation
capacity, permanent publicly funded safety nets are not likely to be developed in the near
future. Nevertheless, households have developed several informal mechanisms that act as
safety nets. Community and family networks based on reciprocity provide informal safety
nets in times of economic trouble. This system carries the in-built sanction that if someone
abuses the system by refusing to help others in the network, he or she will not receive help
later when needed. However, the drop in purchasing power has made it difficult for
families and communities to keep up with their obligations, although existing data are not
sufficient to analyze the extent to which this is the case.

56. The government has also provided some formal mechanisms. For example, in
1995 the government allocated US$3 million to a budgetary safety net for health and
education to help support actions that would increase school enrollments and health
service utilization by the poor. In addition, several labor-intensive public works projects
have been introduced in the poorest regions of Madagascar. A social fund (FID) has been
highly successful, having helped within its first year of operation to create 213,000 person-
days of temporary employment building essential infrastructure from which the poor
benefit such as roads, small irrigation systems, bridges, schools, clinics, and markets. An
urban works project (AGETIPA) demonstrates the benefits of using a contracting-out
approach for the implementation of infrastructure works, developing small and medium-
sized enterprises in the construction and engineering industry, while at the same time
improving the dilapidated infrastructure in the capital. This project has also provided
approximately 300,000 person-days of employment, in many cases to the poor. However,
in a country with a labor force that needs 1,300 million person-days of work a year, the
contribution that these projects make to increasing employment, while important, is
evidently marginal and their true contribution should be evaluated on the basis of the
economic returns to the infrastructure they provide. Ultimately, Madagascar is much too
poor to rely solely on safety nets to address the country's pervasive problems of poverty,
which ultimately can only be addressed through development policies that encourage
sustained growth and human capital development.

Conclusion

57. If implemented and sustained, the development strategy described above -- broad-
based pro-poor growth and human capital development, complemented with selective
safety nets -- would have a tremendous positive effect on the living standards of the poor.
It would enable the economy to reverse several decades of decline and generate the
resources necessary to accelerate the development of the country's human resources,
thereby further accelerating growth. The poverty profile has shown that: (i) because
poverty is so widespread, growth is essential; (ii) if poverty is to be substantially reduced,
the productivity and incomes of rural farmers must be increased; (iii) private sector
investment will be essential for providing jobs and off-farm employment opportunities; (iv)
improving rural infrastructure is essential for reducing the isolation of the poor and the
power of monopolistic or oligopolistic traders, for giving the poor access to markets, and
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for increasing the poor's access to economic opportunities, essential social services, and
essential consumer goods; and (v) working directly with communities to develop adequate
access to effective essential services, including health, education, and infrastructure, will
greatly help turn around the mood of despair, and, in some cases, apathy, that often exists
among the poor 70 percent of the population and will instill in them the belief that they can
be important actors not only in escaping their own poverty but in helping the country to
escape from its current destructive path of falling continually into deeper and deeper
poverty. This strategy should also include elements to address the tremendous challenge
posed by the rapid growth of its population--which at the current growth rate will double
in the next 20 years. In fact, adopting development policies that generate sustainable
growth and improve human resources is the only option that Madagascar has to avoid the
catastrophic scenario that would emerge if it fails to put the economy on a rapid growth
path and, thus, has to face the environmental, social, and political consequences of a
growing labor force seeking employment, further erosion of health and education
achievements, and increased poverty.
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Participatory Poverty Assessment Summary



Madagascar Participatory Poverty Assessment: Synthesis

I. Introduction

a) Objective

1. This annex provides a summary of the qualitative analysis of poverty in
Madagascar, which made use of participatory techniques.' There has been some attempt
to quantify the information. The objective was to get the perspectives of the population in
diverse regions in Madagascar (urban and rural dwellers) on a number of dimensions of
poverty. Some of the dimensions explored include: people's experience and depiction of
poverty; their view of principal causes of poverty and effective coping strategies for
dealing with it; their understanding of the relationship between poverty and government,
their views concerning the interactions between poverty and sociopolitical factors or
cultural traditions. Finally, because it was the first participatory assessment work, it aimed
at developing the participatory methodology in terms of its information content and
operational value. The results of these studies provide a vivid portrait of people's
experience of, and attitudes towards, poverty and its causes and effects.

b) Site Selection

2. Four regions were selected to represent a variety of communities in
different agroecological zones, with different levels of income and modes of livelihood.
These regions included: a) a low rainfall area in the south (Tulear); b) various low income
earning urban areas in the capital Antananarivo; c) the rice growing area of
Soavinandriana in the highlands, occupied mainly by small farmers; and d) the export crop
areas of Sambave and Brickaville on the east coast of the country. In each site, about 650
households were selected at random. Overall, 2,582 poor households were interviewed.
In addition, roughly 100 interviews were conducted with community leaders, service
providers and government officials. The study was conducted in an eight month period in
1993.

c) Methodology

3. The approach of this study is qualitative since the information is based on
social anthropology -participant observations-- and interactions with participants. Methods
used consisted of conversations with people, focus group interviews with locals,
participant observation and institutional appraisal. One-on-one structured conversational
interviews aimed at allowing the poor to express their views and feeling with candor.
Focus group interviews were much like conversational interviews except that they were
done with homogenous groups (usually 6-12 persons). The advantage of this method was

1 Evaluation Participative de la Pauvret& En Zone Rizicole et en Zone de Cultures d 'Exportation (Soavinandriana -
Brickaville - Santbava), Office Statistique et Inforniatique pour la Programmation du Developpement,
Anatananarivo, Juillet 1993; Evaluation Participative de la Pauvrete: Milieu UIrbain (Antananarivo), Rddige par
Lucien Razanadrakoto, Septembre 1993; Evaluation Participative de la Pauvret': Faritany de Toliara, Groupe de
Recherche pour la Connaissance dti Sud, Toliara, Aout 1993.
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that it captured the prevailing opinion among a large number of people. Participant
observation involved residence in the selected sites (2-3 week stays) and served to
provide more in-depth information with representative members of selected communities.
Finally, institutional assessments involved conversational interviewing of persons who may
benefit from and who lead key institutions in a community, including local government
officials, community association, NGOs, etc. The objective of the institutional assessment
was to see to what degree the institutions may help with the realization of the
development objectives of the poor.

II. General Observations

4. The overall picture that emerges from the participatory poverty assessment
is that poverty is a widespread phenomenon in all regions of the country. Poverty is very
visible in the urban areas, due to high unemployment and over-population. In fact, when
people were asked in urban Antananarivo to define a poor person, it was equated to being
unemployed. In rural areas, poverty is more difficult to describe because it is closely
related to cultural values, primarily the ability to adhere to local customs and norms. The
definition of the poor at the rural level refers to people who are at or beyond margins of
local community. Maintaining dignity and self-respect associated with full membership of
the community plays an important role in the definition of the poor in rural areas.

5. In rural areas of the South, participants defined poverty as the opposite of
being rich. A rich person was described as someone who can afford to remain within the
local norms. For example, possessing several zebus (oxen) is an important component of
being rich. Similarly, perception of poverty in the rice growing area of Soavinandriana
was restricted to a simple classification of ownership of assets or lack thereof Typically, a
rich person was seen as somebody who possesses 20 cattle, a house and somebody who
can afford to organize a burial ceremony, so-called "Famadihana" every 5 years. Further,
the rich were defined in terms of the ability to afford clothing, food, soap, schooling, or a
sturdy house. In contrast, poverty in the export crop areas was defined in terms of
appearance. A poor person, "Mahifana", was described as a person who has poor
clothing, no blanket, and looks distressed. In general, a poor person was somebody who
could not afford to take care of his/her appearance. A rich person, in contrast, was seen
as somebody who has a stable and secure life and who does not have to worry about the
future.

6. When people were asked about their perceptions of factors contributing to
poverty, there were a range of answers. For the poor in the city of Toliara, for the small
employees, the day-laborers, and the unemployed, poverty was seen as the result of rising
rice prices and less employment opportunities. For the farmers, poverty has been the
result of the drought in Mahafale and l'Androy regions. Finally, the rich people saw the
following reasons why poverty persists in the region: deterioration in the domestic and
international terms of trade, neglect of Malagasy traditions and norms, lack of motivation
among certain classes and groups of people, price liberalization and devaluation, lack of
education and absence of governance. In the urban areas of Antananarivo, the poor saw
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lack of employment opportunities and high family expenses as the most important factor
contributing to poverty. Finally, in the export-crop and rice growing areas, people
identified the following most frequent causes of poverty: lack of access to credit, rent-
seeking behavior of monopolistic agents and lack of access to land.

m. Socioeconomic Characteristics of the Poor

7. The study provided information on socioeconomic characteristics of the
poor in all four regions, asking them about their a) nutrition; b) status of clothing; c)
housing; d) health, and e) income and occupation patterns. Surprisingly enough, the poor
did not perceive the level of education to be a characteristic of poverty.

a) Nutrition

8. Issues of quality and quantity of food consumption were given as one of
the most important indicators of well-being and poverty in all regions. Looking at shares
of food expenditures in total household budget, people said they spent the largest chunk
of household budget on food. Table I provides an idea of how much people spent on
average on food just before the harvest period. It seems that households in
Soavinandriana increased their cash income by borrowing to supplement their budgets.

Table 1. Food Expenditures in Householls' Budget in Export-Crop and Rice Growing
Areas

(percen t)
1. Brickaville

Andevoranito: 84
Anivoraiio Est: 63

2. Sainbava
Farhalania: 45
Ambohimnalaza: 38

3. Soavinanidriaiia
Antanetibe: 163
Masindray: 125
Ainpary: 71
Ainpefy: 71

9. In all regions of the country, reduction of food consumption has been a
necessary coping strategy. In the South, 10 percent of the households interviewed
reported not to eat more than one meal per day and 35 percent did not eat more than two
meals per day. AJso in the export crop and rice growing areas, people felt that both the
quality and quantity of food has decreased (65 percent in Brickaville, 64 percent in
Sambava, and 94 percent in Soavinandriana). Dietary reduction assumed the form of both
eating fewer meals per day and eating less of particular foodstuffs, especially meat, rice,
fruits. The picture that emerged was one of a hand-to-mouth existence at the end of the
months. At this time, purchases of food would shift to the cheapest available, notably the
very common maize and manioc. An old retired military official, today a driver, who is
responsible for 9 people described his grim life situation:
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"There is a change in the quality and quantity of food. Before 1970, our nutrition
base consisted of rice. Today it is manioc, which is cheaper and can be eaten either
with sugar, vegetables or a piece of meat. In the 1970s, we ate three times a day,
took tea and sosoa in the morning. For dinner, we ate sosoa and some fruit.
Today, we just have breakfast. Fruits are consumed only by the rich,... Further,
consumption of meat and fish has become rare... and we buy smaller less expensive
fish".

b) Clothing

10. Clothing was frequently mentioned as one of the indicators of well-being
everywhere. The poor both in rural and urban areas can be identified from the poor
quality of clothes they wear. In Toliara, just over half of the households purchased only
one piece of clothing per year for each member of the family. The buying season is
normally around independence day, 26th of June or the start of the New Year. In rural
areas, the purchase of clothing was limited to the harvesting period. In contrast, in the
export crop regions, clothing was considered as more important. Discussions with
participants showed that on average people spent a quarter of their household's budget on
acquiring new clothing.

11. Similarly, in urban areas of Antananarivo, 40 percent of participants said
that they can't afford to buy new clothing. The church has always been important for the
poor as an institution that provides second-hand clothing. But it seems that today the
church does not provide clothing anymore. As a result, the poor said that they now
possess no more than two pieces of clothing: one for daily wear and the other for special
occasions. Only 3 out of 10 people had shoes in the capital city. In general, the
impression was that clothing occupies a more important role in the household
consumption in urban rather than rural areas . A very interesting observation in the capital
city was that quality of clothing was perceived as an obstacle to acquiring a job because
the poor felt that they could not go for job interviews in poor clothing.

c) Housing

12. People in all regions of this study put a great value on housing. Particularly,
the quality of housing, what material the house is made of and how sturdy the house is,
was considered as an important indicator of wealth. The importance of housing was most
clearly expressed in the export crop regions, where people said housing was an important
determinant of credit eligibility. As a result, households said to spend on average about 8
percent of their budget on housing.

13. Similarly, participants in Antananarivo considered housing as an important
indicator of poverty because having a roof provides physical security in terms of having a
place to live. Further, it serves as the place where the poor pursue their productive
activities. Housing quality is also an indicator of well-being. Seventy percent of poor
families live in one room. A conspicuous deficiency was noted in the water and sanitation
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systems, the lack of proper garbage disposal, and there were ensuing health complications
symptomatic of crowded housing blocs such as dysentery and scabies. Large number of
housing blocks have no running or drinking water, no electricity (only 10 percent have
electricity) and no drainage. Streets become flooded with water during certain seasons.
Toilets are outside the house (only 30 percent of rooms have toilets). Sixty percent of
participants interviewed in Antananarivo rented a place to live with an average monthly
rate of 65000 Fmg (equivalent to $35 in 1992). Most participants expressed a desire to
have a living room. Fifty percent of the participants would prefer better housing and 20
percent would like to own their own house.

14. Also, in the South, people complained about the lack of a clearly defined
housing policy. Mostly people can only afford to rent a place. Minimum rent for a room
in a house without running water and electricity was reported between 20000 Fmg ($11 in
1992)2 and 25000 Fmg ($13). A family with 5 children and an average monthly income of
100000 Fmg, can simply not afford such high rental charges. A number of families lived in
"cases en vondro" on hard floors. The rent for these houses ranged between 10000 Fmg
($5) and 15000 Fmg ($8), consisting of rooms of 4m x Sm and a kitchen. For a house
with 3 rooms with minimum comfort, the rent ranged between 150000 Fmg ($81) and
200000 Fmg ($108) per month. The problem is more drastic for migrants, who have
flooded the city, settling in the periphery of Toliara in houses, which they have made of
mud.

d) Health

15. Health care seemed to be a high priority for the poor everywhere in this
study. However, in all regions, was expressed that services are currently inadequate. High
costs of health care were said to be restricting access of participants. One of the direct
consequences has been to resort to traditional or home remedies.

16. This can best be seen in the export crop areas, where people said to value
modern health care but due to low income levels, access to health services has been
declining. People said to spend on average only about 10 percent of their budget on
getting access to health services. In the South, access to health care was also seen as a
major issue by people. Results of discussions conducted concerning use of health facilities
and health care are: 72 percent of households interviewed valued modern health care,
making use of hospitals and health centers. Twenty percent also made use both of modern
health care and traditional medicine, whereas, 8 percent used only traditional medicine.
This shows that increasing number of people accept modern medicine and visit health
centers. This was explained by the fact that people consider modern medicine effective
and more practical than traditional medicine. In case of serious illnesses, people believed
that only modern medicine gives hope for cure.

17. The study made an investigation about the attitude of participants towards
traditional healers in the South. Attitudes towards traditional healers (Ombiasa) varied:

2 I$US=1850 in 1992. All furthier calctilationis are based on 1992 exchianige rate.
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some 20 percent believed that the Ombiasa are costly and accused them for spreading false
rumors in the community just to save their position in the community. Three-quarters had
lost confidence because they believed that Ombiasas could not cure certain diseases and 5
percent thought of the Ombiasa as impostors. In more isolated and poor areas, a
combination of lack of access to facilities, high costs associated with low levels of income
increases the likelihood that home remedies and traditional healers are used. From 55
percent of those who used modern medicine, only 22 percent said to have easy access.
The remaining 33 percent resorted to traditional medicine for less severe and more familiar
diseases and to healers for severe illnesses. Those who used modern medicine used the
subsidized services of the Catholic mission or health centers.

18. The characterization of the health situation in various urban areas of the
capital city was also very negative. Overall, participants expressed discontent about rising
prices and declining quality of services provided. Although access to health care is
supposed to be ostensibly a free good, user fees in the public health care system appeared
to be putting most health facilities out of reach of the poor. The poor felt that medical
fees are unaffordable in many cases and the poor reported that this has resulted in sharp
decline in the number of visits that they make to health facilities. Despite a drop in
demand for health services, the health care system does not sufficiently respond to the
demand of increasing numbers of migrants who move into the city.

e) Income and Occ1upation1 patterns

19. The study looked at income patterns by looking at principal occupation of
households. In all regions of the study, poor households tend to have one primary income
earning activity and a host of secondary activities to be undertaken by a number of
members of the family when the opportunity arises. Particularly, in urban areas, the
majority of households pursue more than one activity to ensure a regular inflow of income.
In rural areas, the conditions are different since people are engaged in one activity,

primarily in the agricultural sector, animal husbandry, and fishing.

20. As for major urban areas of Antananarivo, there was a clear sense that
poverty was attributable to lack of employment and being unemployed hence appeared
among all participants as an indicator of poverty. The poor who were employed tended to
be active as salaried employees or small-scale traders. Clearly, the extent to which people
have access to employment determines the level of well-being in all urban areas. In
Antananarivo, over half of the poorly paid salaried employees interviewed were salesmen,
working as laborers, or technicians in the private sector. A third of the salaried employees
were female, working as cleaning ladies, secretaries, nurses.

21. In Antananarivo, without recourse to the steady income of formal
employment, many households depend on the multiple activities of its members for
survival. Major complaints of the participants (40 percent) in Antananarivo included lack
of opportunity for job promotion, in both the public and private sector. There were
testimonies of firings, sudden layoffs by local employers, and mass retrenchment. A
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feeling of despondency pervaded many of the discussion, as people related stories of
seemingly indiscriminate dismissals. Main problem of salaried employees was reported to
be that they are not organized well.

22. In urban South, salaried work was generally preferred to working
independently because of uncertain business environment. In the South, the study found
that a fifth of the population was active as small salaried employees. Their monthly
salaries ranged quite substantially based on qualification, status and function. For instance,
a shop-assistant or a trader earns between 30000 Fmg ($16) and 50000 Fmg ($27) per
month, a policeman makes monthly about 35000 Fmg ($19) and 90000 Fmg ($48) and an
office secretary or assistant makes between 30000 Fmg ($16) and 200000 Fmg ($108) or
more per month. Eight percent of the population pursued independent activities, for
instance working as craftsmen or rickshaw drivers, which are used by people as main
urban transport medium. The revenues of these rickshaw drivers were reported to be
very low, varying from 1000 Fmg ($0.5) and 2000 Fmg ($1) per day, depending on their
status, who the owner is or the specific client. A craftsman's salary ranged from 50000
Fmg ($27) to 250000 Fmg ($135) per month.

23. In rural areas in the South, most people engaged primarily in agricultural
activities or fishing. However, there is constant uncertainty concerning the revenue of
farmers because harvesting depends on the climate and annual rainfall. Their revenue is
stable when there is sufficient rainfall and it may fall to zero when there is drought,
especially in dry regions. Some regions have sufficient humidity all year round and suffer
less from drought periods. More than two third of farmers live in the dry region. People
migrate seasonally to the interior of the province to supplement their revenue by selling
animals. This allows them to survive the drought periods. Only a very small number of
farmers live in humid areas, who make their living from cultivating rice, which is
considered as a commercial crop, and of those surveyed, their production and sale takes
place almost exclusively within the province.

24. In the export crop and rice growing areas, people were principally active in
vanilla, rice and cotton farming. In Sambava, farmers' revenue has been lower than in the
other 2 regions. Average annual income in Sambava was reported at 100000 Fmg ($54).
In contrast, both in Soavinandriana and Brickaville, the annual income reported was
500000 Fmg ($270) per year. In Sambava, people attributed low income levels to the fact
that the vanilla market has not been liberalized yet. Collectors and the government still set
the price of vanilla there. As a result, households have suffered more due to low levels of
production and low producer prices.

IV. Causes of Poverty

25. The Participatory study conducted an investigation to find out what people
perceived as leading causes of poverty. Most often cited factors were: (a) security
relating to land ownership and property; (b) availability of credit; (c) education; (d)
drought in the south since the harshness and unpredictability of the climate means that
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food security and therefore poverty has a very strong temporal aspect, largely determined
by rainfall patterns; (e) rent-seeking behavior of monopolistic/oligopolistic collectors and
local government officials in the export-crop and rice growing areas; (f) transport and
communication; (g) the lack of effective government.

a) Land

26. There are three categories of land in Madagascar. There is a clear cut
distinction between government land known as "tany lava volo", traditional native land,
and registered plots with titles. Superiority is recognized to registered land with titles.
The most important category, however, remains traditional land, known as "tanin-
drazana", which constitutes the majority of land possessed by Malagasy people. This
ancestral land was once governed by 1896 Malagasy law, signed by Reine Rnavalona III.
The difference between "tany lava volo" land and "tanain-drazana" is not always clear.

27. The questions of legal rights over land and property arose as a serious
concern of participants. The uncertainty of legal changes in tenure, above all the fear that
customary land would be brought under the ageis of local authorities was noted in a
number of cases. Particularly in the South, participants were concerned with this issue,
since there is no written law governing the tenure system of rural lands there. The system
operates essentially under customary law. Land belongs to those communities who
occupied it first. Customarily, land belongs to the chief of the community and is parceled
out to community members as needed. A person arriving in a village and wishing to settle
there must get the approval of the village chief in order to receive a parcel of land. Other
ways to access land include heritage, leasing, squatting and land share-cropping.

28. Shortage of land was mentioned as major problem in all areas. Participants
expressed marked disparities in welfare, based on tenure situation and size of plots of
agricultural land available to farmers. The situation was most severe in the South, where
the people felt the land distribution pattern to be extremely skewed towards a few land-
owners (7 large-scale holders were said to own the majority of the land, 2,615 hectares in
these two regions). This ownership structure can be mostly attributed to the agrarian
reforms of 1975 when land was nationalized and parceled out to a few based on favoritism
and partisanship. During this process, the Topontany (customary land users) became
landless. They had to sell their land to non-Topontany in the 80s. Today, the Topontany
own plots of lands, which on average reaches 4 hectares. They also feel that they lack
appropriate equipment. Large-scale land holders generally own more than 400 ha on
average; they exploit on average about 100 hectares and the remaining plots are made
available to share-croppers.

29. Table 2 illustrates the extent of the problem of inadequacy of land: in
Brickaville, 89 percent of people were land proprietors; 95 percent made productive use
of their land, however, as many as 68 percent of the people complained about inadequate
access to land. Households complained about the dominance of a few large-scale
landholders, who took their ancestral lands away. In Sambava, 75 percent of households
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owned their own land; 65 percent developed their land, however, only 17 percent said to
have sufficient land available. Finally, the situation in Soavinandriana was not very
different, where 68 percent of the population owned some land, 50 percent developed it
and only I out of four households had what they felt to be sufficient land available.

30. Share-cropping seemed to be a commonly adopted survival strategy both in
the South and in the export-crop and rice growing areas, although it has been abolished
since 1974 in Madagascar. There are no rules governing the system. In other words, the
overall impression was that share-cropping arrangements are a function of supply and
demand between land-owners, who lack the necessary labor, equipment, or cash to make
profitable use of their own land, and peasants who do not own land but are willing to
work. Table 3 illustrates clearly that share-cropping arrangements in the export crop
regions vary from case to case, depending on individual's negotiation power. In general,
two-third of the harvest would remain for the farmer and one-third for the owner or the
harvest would be split in half depending on the situation.

Table 2. Land Development Practices in the Export Crop Regions
(percent)

Fornrs of land development Brickaville Santbava Soavinandriana

fanniniig own's lanid 94 65 50

Sliare-cropping 4 4 25

Farning+Share-cropping 2 30 25

Total 100 100 100

31. People were asked to evaluate the conditions of share-cropping
arrangements. In Brickaville, all households who practiced share-cropping believed that
land-owners took advantage of their weak position, charging them high fees. In
Soavinandriana, participants criticized the system even more severely. In Sambava,
however, only 14 percent of the participants felt exploited. Fifty eight percent accepted
share-cropping as a necessary arrangement to survive. A quarter even expressed gratitude
to landowners, who are willing to commit to share-cropping arrangements. From these
participant's point of view, share-cropping was regarded not only as normal practice but
also as essential, given the difficulties of obtaining access to land for many small-scale
holders.

32. Lack of appropriate tools and equipment for work (ploughs and carts for
transport of goods) was also mentioned as a barrier to effective agricultural production. It
was mentioned that most peasants can't plough more than 2 hectares of land due to lack of
appropriate equipment. Those who cultivate more possess a plough or they have the
resources to rent one or they hire day-laborer to do the work. Interestingly enough,
people felt this to be an economic reasoning for the promotion of polygamy in the south.
Polygamy allows the husbands to divide the work between their wives. Women get
usufruct rights to husband's fields. It is then usually the women who choose which crop to
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plant, and who harvest and control distribution. The husbands then assist various wives in
managing difficult tasks in the field.

Table 3. Various ihare-Cropping Arrangements in the Export-Cop Areas
Regions Conditions

Brickaville *Repayment in kind: 1/3 for landowner and 2/3 for share-cropper

*Rented out: 150000 FmgIHa for I0 years

Sambava *Piecework agreement: the owiner is responsible for maintenance of irrigation
canals, transport of produce to village and the sharecropper provides seeds and is
responsible for all agriculttiral activities.
* 1/2 of harvest for owner and 1/2 for share-cropper

Soavinandriana Various arrangements are possible:
a) if share-cropper is responsible for all costs of production: 2/3 for hini and 1/3
for owner
b) lI' the owner provides the seeds: 1/2 lbr him and 1/2 lor sliare-cropper
c) I' there is a yearly contracttial agreemeit:

* in kind: 10 vata
* in casl: 3000-6000 Fimg in Masinidray

30000-70000 Fmg in Aimpray

b) Credit atnd Savitigs

33. After the land problem, access to credit was mentioned by people both in
urban and rural areas as a major issue. Practically people from every sector (farmers,
fishermen, craftsmen, salaried employees, those in the informal sector, and the
unemployed) all mentioned lack of credit as major problem. When asked about the
purpose of using credit, almost everybody agreed that access to financial credit is needed
to increase productivity or to start an income generating activity. Improved access to
credit is expected to facilitate the purchase of appropriate equipment, to improve the
quality of activities and to increase the rate of return.

34. As for the savings rate, the study conducted an investigation in the South,
where an overall savings rate (savings here extends to financial instruments stored or not
stored in the bank and to assets in-kind) of about a third was found for those who were
interviewed in urban and rural South. It is important to mention that only 11 percent of
those who saved, said to possess money in a bank, the remaining people saved in forms
other than financial instruments or kept the money at home. Half of the participants said
that they cannot afford to save and the remaining 8.1 percent were indifferent concerning
savings. There were, however, differences between urban and rural savings behaviors. In
urban areas, especially in the city of Toliara, the savings rate of households was quite low.
The attractiveness of holding financial assets as a form of wealth has been eroded because
of uncertainty among people with regard to inflation. Households spent much of their
income earned on food and social charges, including schooling, health. Only a few
businessmen and wholesale dealers with two salaries could afford to save. Not
surprisingly, in Ankililaka, a region least affected by drought, where rice and cotton are
grown, the savings rate was higher at about two-thirds.
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35. In contrast, a major source of private savings of those interviewed in the
South is the rural sector which is typically a net saver. In Masokoro, two-thirds, in
Mahafale, four-fifths and in Androy, almost 97 percent of the population saved in one
form or another. The main motivation indicated for savings in the rural economy was to
smooth out income fluctuations to insure against income shocks. However, people save
and secure insurance under forms other than the modern financial instruments, such as
livestock, grain stocks. In fact, the most important function that zebus fulfill in the south
is serving as an asset that stores households savings. The attractiveness of this asset in the
household's asset portfolio was its relative liquidity. However, at the same time, savings
in form of livestock limits the availability of capital for other investment activities.

36. As for access to financial services, it was important to look both at formal
and informal means of financing. In 1990, the FAO conducted a study, which found that
98 percent of all agricultural activity in Madagascar was self-financed. When peasants do
obtain financing, the most frequent lenders are relatives and friends. They provide the bulk
of short-term credit either in cash or in kind. Most of these loans are interest free. The
present study found a similar pattern for the regions under investigation. Overall, people
find it very difficult to get access to resources of the formal financial system. As can be
seen from table 4, in Brickaville, households had almost no access to formal credit.
Discussions with participants revealed that only 2 out of 178 households had access to
loans. One of them borrowed 500000 Fmg ($270) at a rate of 20 percent from B.T.M. In
his opinion, the B.T.M took advantage of him, particularly since they increased the interest
rate by 10 percent every year. The second person borrowed from private sources an
amount of 7500 Fmg ($4) without any conditions. In his opinion, the lender was very
kind and generous, not charging any interest. In Sambava, 37 households out of 197 had
access to credit. Forty percent borrowed from traders, almost 3 percent from
commission-cultivateur, and about half from relatives, or the head of the household, and
less than 3 percent borrowed from B.T.M.

37. In the South, participants faced similar problems. Although the B.T.M. has
a branch, bank credits are almost not known in the South. People regard the B.T.M. as
the bank for the rich Chinese or Indo-Pakistanis. The survey shows that people compared
accessibility today to times before 1987, when formal financial institutions offered three
sorts of credits: commercial credit for finance of commercial businesses, short- to
medium-term development credits for projects in the primary sector, mining, etc., and
long-term social credits to finance construction projects. However, since 1987 all three
types of credits have become unavailable. As a result, the majority of households relied
significantly on self-finance, using their own savings to finance their investment. Another
form of credit in rural areas is cash advance or the "maty manefa", which is provided to
street vendors to buy low priced goods.

38. Overall, people expressed high demand for financial services which are
known to be largely unmet by formal financial institutions and believed to be inadequately
provided by informal institutions. The fundamental problem remains one of access both to
financial services and information. One third of the people in the South expressed
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preference for increased access to credit. Sixty percent would use the credit to purchase
materials for production (carts, plough, etc.), 25 percent said to start a business, and 4
percent handicrafts, 2 percent would invest in poultry farming, and 1 percent would invest
in housing, and I percent would spend the money for gifts and other ceremonial costs
associated with funerals. Interestingly, the rate of those who wish to engage in income
generating activities in rural areas is quite high, especially increasing numbers of women in
rural areas expressed increasing demand for credit. A number of people (about a third)
considered credit as a medium used by rich people, for instance, the Indo-Pakistanis. A
large number of people (a third) lacked information about how the credit system works.

Table 4. Various Forms of Financing in Rice Growing and Export Areas
(percent of financing)

Locatio,i Fintatncinig Brickaville Sanibava Soavinat,driana
Self-financinig 99 80 90
Credit ---- 8
Self-tinancing+credit 1 20 2
No Finaiicing
Total 1(O 100 1(0

39. To improve access to financial services, people provided a number of
recommendations, including improvements in regulatory policies, redefining the credit
policy, allowing liberalization of financial markets, revising the interest rate, which is set at
far too high levels today. At the micro-level, it was suggested to learn from successful
examples, including the HASYAMA group, which encouraged peasants to plant cotton by
providing credit to farmers. In Toliara II, SOPAGRI provides credit to manioc and maize
farmers.

Ed11catiotn

40. In Madagascar it has been a cultural norm to send children to school, as
shown by its past high rates of scholarization. Discussion with participants in the South
indicated that 82 percent were in favor of schooling and education. Similarly, 78 percent
of households in Brickaville, 92 percent in Sambava and 90 percent in Soavinandriana
emphasized the importance of good education for their sons and daughters. The
advantages associated with sending a child to school varied: in the South, a quarter of
parents said to feel satisfaction in seeing their child prosper socially; a fifth regarded
education as an important overall future investment for their children, half of the parents
appreciated education specifically due to its contribution to economic advancement of
their child.

41. A fifth of households were not in favor of schooling or indifferent with
regard to modern education. These parents conceived schools as useless, reinforcing
unemployment and changing children's culture and attitudes. Some of these, however, still
send their children to schools to make use of the canteens there.

42. Unfortunately, the current inferior quality of public education has led to a
rejection of the school system by many. The study was able to get information about
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parents' reservations with regard to the education system. In the South, various
discussions showed that a quarter of households perceived high cost of schooling as a
barrier to access. On average, annual schooling fees ranged between 2000 Fmg and 4000
Fmg. In addition, households incur private costs for acquiring books, and pens. These
were reported to range between 27000 Fmg and 39000 Fmg per year on average. For a
family with 4 children, this amounts to 108000 Fmg ($58) to 140000 Fmg ($75) per year.
Based on the income data provided, for the 75 percent of the population, who are

farmers, these high fees are unaffordable. As for the quality of education, parents
complained about non-availability of facilities, desks, and chairs. Classes were said to be
overcrowded with more than 80 children per class. In addition, 40 percent expressed
dissatisfaction with teachers' performance. It was implied that teachers did not regularly
conduct classes and they were not well prepared for their classes. The main reason is
because teachers look for a second source of employment since they are paid very low
salaries (the salary of a teacher in a public school ranges between 60000 Fmg ($32) and
90000 Fmg ($48) per month). Parents felt that much of the curriculum was irrelevant for
life in the South and it was not well developed. Also, distance mattered: some schools are
too far and children have to walk on foot about 5-10 km to get there.

43. Similarly, in the export crop and rice growing regions, people felt that the
education system does not respond to their needs. Overall, poor quality of education has
led to lower enrollment rates. Currently, on average two out of three children per family
do not attend schools in the export crop regions. As in the South, parents complained
about high school fees and long distances to schools.

44. Major recommendations from those surveyed across all regions included
increasing teachers' salaries and improvement of curricula. Sixty percent of parents
emphasized the need to improve the curricula. This was expressed both by urban and rural
people. In addition, parents expressed interest in opening up technical schools such as
l'Ecole d'Application des Sciences et Techniques Agricoles de Behistara (Bezaha), which
was established in 1970. This school was aimed at providing both theoretical and practical
training in agriculture. Further, parents asked for the establishment of professional
programs in cooking, handicrafts, embroidery, which are useful for the community. It was
also suggested to introduce disciplinary measures for those students, who are not
obedient. In all villages, parents asked for more school buildings.

45. In the long-term, people recognized that intervention at the political level is
needed and a total overhaul of the educational system to provide equal educational
opportunities to all children in all regions in Madagascar. People felt that there was
increasing regional inequality with most resources being channeled towards the capital.
Further, it was suggested to increase and facilitate the construction of canteens in schools,
which contribute significantly towards improved nutrition of children. Despite these
problems, a number of parents have taken positive actions to reverse the trend. Some have
gathered to construct their own schools, taking over payment of teachers, and developing
their own curriculum.
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d) Drought

46. Drought was mentioned as a specific concern to the people in the South.
Drought is a recurring phenomenon in the South. Being highly susceptible to fluctuations
in the natural climate, households are drawn through cycles of recurring economic losses.
The most striking feature of the South is that despite these repeated natural catastrophes,
neither the local government nor the people seem to be prepared to cope with the drought.
Lack of foresight and resources to deal with the problem was definitely a problem faced by
many people.

47. Poverty during drought years in dry regions of Tandroy and Mahafale is
closely linked to the animal stock available. Areas with large stocks of animal holdings
(boeuf and zebus) clearly withstand a drought better than areas that do not. If the animal
stock is genuinely decimated, however, it can have a serious effect on the survival
strategy as cattle holdings play a major role in the economic coping strategy since during
long drought years, people have to sell their livestock to buy food, if they have not already
lost major part of their livestock to drought. One of the direct effects of drought in the
1980s and 1990s has been migration. However, there were various migration patterns in
the two regions. The Tandroy traveled long distances within the region to seek various
employment opportunities. The Mahafale, in contrast, settled in villages around RN 7
since the 1980s. Those resulted to make money by selling charcoal.

48. In response to how best to reduce the negative impact of drought, people
felt that providing better food security, creating storage barns for food and water storage
would be the best option in the short term. To guarantee continuous supply of water,
participants said that more trucks would have to be purchased and maintained. Further,
theft of water would have to be prevented. In addition, more wells should be constructed
in the villages and already existing wells be repaired. In the long term, it was proposed to
exploit the water of rivers by constructing dams and creating canals for irrigation,
constructing pipelines, resuming the usage of windmills for exploitation of deep well
waters. As far as migration is concerned, it was proposed to raise peoples' awareness of
the need to integrate migrants without destruction of the environment. This can be done
through activities such as reforestation, as supported by Lutheran missionaries in the
South or the reforestation of Raketa Forests by Faniles to protect their farms against
erosion.

e) Rent-seekitguz ad Related Probhlenis

49. This issue was a special concern to the poor in the rice and export crop
growing areas, where people seem to be locked in a system dictated by a few who make
enormous profits from fluctuations in terms of trade, variations between producer- and
consumer prices, and surtaxes on transportation. The data in Table 5 shows how much
profit can be made from variations in prices. In fact, it can be seen that prices may
sometimes increase threefold between harvesting and pre-harvest periods. This is true for
both rice growing areas and export areas. Further, Table 6 shows variations between
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export- and producer prices on the one hand, and government set price versus real
producer prices on the other hand, implying that overall prices are set by various actors
other than producers, primarily by collectors and the government.

50. In addition, farmers in the export crop regions are felt to be caught in a
system dominated by rent-seekers, who benefit from creating monopolistic alliances.
Participants made both collectors and local government officials accountable for setting
prices arbitrarily, forbidding producers to sell their produce to other agents, determining
the timing of when the produce can be sold, and threatening them with boycotting the
purchase of their goods. Sometimes the farmers said that the collectors prevent
rehabilitation of roads and bridges to prevent farmers from getting their crops to the
market. They forcibly obstruct the farmers' journeys to places of meetings for farmers'
associations. Overall, it seems that the collectors have a monopoly, preventing the
entrance of other competitors into the market, limiting all communication between
producers and other agents in the market. All this has led to producers' dissatisfaction. In
fact, the survey showed that 80 percent of households in Brickaville, more than 95 percent
of households in Sambava, and 79 percent in Soavinandriana consider themselves victims
of lack of governance and prevailing insecurity. Further, participants saw another type of
coalition among bank agents (BTM, BFV, BMOI, etc.) and collectors/distributors,
dominating the productive economy. Households believe in a conspiracy among
collectors and bank agents. As already mentioned before, this is why the BTM in
Sambave is known as "Banque des Jeunes Metis".

Table 5. Pro(lucer and Consunmer Prices During Har'vest and Drought Periodls: Case
of Ric e Area

Produci Producer price tditnilg Jlaovestitig Consunmer price in pre-harmest periodf
periodf

Beans 400-600 PFimg/lkg 1.400-1.600 Fmg/lkg
Maize 100-200 Fing/kg 300-350 Fing/kg
Manioc 75-I()() Fmng/kg 300-325 Fing/kg
groundintit 750-80(J Fmg/kg 1,000-I .1300 Fmg/kg
paddy 165-210 Finogg 415-585 Frng/kg

Tomato 250-350 Fimg/Caisse 16,000 Fing/Caisse
Cucumber 150-250 Fmig/kg 400 Fmg/kg

5 1. Rent-seeking has an important role to play in determining farmers' ability
and willingness to expand output. Under the present system, farmers said they were
unable to diversify or increase production. In fact, people reported low levels of
production both in Brickaville and Sambava. Participants reaffirmed low levels of real
producer prices and high transport charges as a cause of poverty. Due to lamentable
situation of roads, collectors in rural areas charge high fees, for instance, motorized
transport costs 100 Fmg/kg, whereas, cart costs 50 Fmg/kg.
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Table 6. FOB and Pro(lucer Pricefor Coffee, Cloves(Brickaville), Vanilla (Sambava),
Litchi

Product Price kg export price(Fmig) Producer price Producer price

Government set Actuallv received

Coffee 1540 1075 400

Clove 1065 600 400

Litchi 8000 7535 500-65

Prepared Vanilla 134000 32950 10000 (less than 14 cm);
17000 (more than 14 cm)

Green Vanilla 5000 1500

Source: OSPID Survey, 1993
]$US= 1850 Fing in 1992

52. Finally, a separate but related problem in the South and export crop regions
seemed to be that a number of peasants sell their produce right after harvest. This appears
to be determined by liquidity constraints and high opportunity cost of capital. Because of
these high opportunity costs, households don't hold as much of their produce, although
they are aware in the harvest season of the necessity of buying the same food item at a
much higher price in the hungry period. In Ambovombe, for instance, the price of maize
was 45 Fmg per kg in March 1993, when everybody sold their produce after harvesting.
At the end of the season, the price was much higher, increasing to 100 Fmg per kg. The
same problem was mentioned in all other regions of this study. In addition, people
mentioned both cultural and technical reasons, forcing farmers to sell their produce at
once on the market. Technically, 64 percent of farmers in the South complained about
lack of storage facilities. Traditional storage methods do not allow the produce to last
longer than 6 months. As a result, peasants are obliged to sell their products right after
harvest. Secondly, there are cultural reasons, forcing households to sell their produce to
buy cattle. Cattle is the valuable item to fulfill the most important social obligations, the
ceremonial ones, especially among people, such as Tandroy, Mahafaly and Sakalava where
herding is dominant.

J) Role of Government

53. In all regions of the study, participants expressed a feeling of distrust and
betrayal by the government. This can most clearly be seen in the South, where only 12
percent of the participants was in favor of the government. In their opinion, the
government is not only guardian of their rights but it is also there to assist them during
difficult times and in their fight against poverty. However, the remaining 88 percent (only
558 out of 632 accepted to participate in this section) unanimously expressed distrust
towards the government, its representatives, institutions and administration. Two-thirds
perceived the government as permeated with corruption. Some complained about the
attitude of the government, its indifference towards their concerns and problems. A small
number of participants believed that the government lacks the necessary resources and
power to control prices and to provide security in cities and rural areas. "L'Etat est
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absent", was quite a familiar phrase in the South. Particularly, the police and the judges,
who are supposed to be the guardians of justice, were seen as the most corrupted, abusing
their power. In rural Toliara, abuse of power could be seen in terms of taking advantage of
traditional land and common waters. One man in a village commented on this issue:

"Traditionally, the first occupants are the owners of land in rural areas. But
sometimes we have seen authorities take away our land without any explanation.
The president of the Firaisana takes advantage of his position by commercializing
common waters. In a region where water is a rare resource, he said, it is a scandal
to see truck drivers channeling water to people for whom it is not destined. There,
the President of the Firaisna, is the government. People know about these problems
but they do not say anything. He said, this is not an isolated case, but happens in
many other regions".

g) Commu/nicationi

54. Transport emerged as an important concern in many regions. Transport is
a central need of the rural poor and lack of adequate service has taken its toll in preventing
access to markets and services. The study found that people in the South are used to
being isolated during certain seasons. As a result, they do not express dissatisfaction with
transport conditions unless being interrogated. Once asked, more than a third of the
participants in the South mentioned lack of transport and problem of absence of collectors
as major cause of poverty. This rate was higher for coastal areas, where fishing is a major
activity. In Androy, where coastal villages have become more accessible due to
rehabilitation efforts of the Passage Project, almost two-thirds of those surveyed
expressed satisfaction with the road conditions. People mentioned that the number of
vehicles had increased substantially since the rehabilitation of roads. Collectors come more
regularly to buy farmers' produce. Despite this progress, 25 percent of participants was
concerned about regular maintenance responsibility. As far as communication is
concerned, access to the market is highly regarded. The market is seen as the most
important place for exchange of information. Particularly since other means of
communication are lacking, the market plays major role in bringing people together from
remote areas to exchange information on economic, political and social issues.

V. Coping Strategies Against Poverty

55. The analysis in the previous sections shows clearly that all poor people in
the areas interviewed, as a matter of routine survival, devise their own coping strategies.
During normal times, the prime strategy adopted by poor households in the city as well as
in rural areas is to decrease the number of daily meals: 10 percent of the 2500 households
interviewed ate only once daily. To be able to provide food to all members of the family,
they reduced the quantity and quality of food. Preference was given to less expensive
food. Maize and manioc could be considered as the basic affordable food for many poor,
complemented by vegetables. Rice was considered as luxury food item since prices have
increased to 800 per kg. In the villages, meat was consumed only at times of ceremonies,
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when animals are sacrificed. In the city, it was consumed at the end of the month once the
payroll is paid. In addition, a variety of foodstuffs, which are either normally not
consumed (such as wild roots and dry leaves of cactus), or are normally not seen as
critical to the basic diet come to have considerable significance during periods of stress
and shortage. To be able to buy manioc and maize, families have to sell their animals,
clothing, other assets such as pots, pans.

56. During drought period, poor families live from social and community
gatherings. Support networks are extremely important in times of particular hardship.
While communities perhaps do what they can to take proper care of their members, there
are cases in which the above mentioned strategy either fails or is not possible. Begging
then becomes a necessary survival strategy. Interestingly enough, in the South, based on
local people's definition, begging is primarily adopted by those who don't fit into the
community, namely divorced wives, widows, old people, the disabled and those with no
children. Beggars can be found more in major cities such as Toliara and Androy and urban
areas of the capital city, where there are tourists. Again, in rural areas, begging was seen
as a rare phenomenon because families or the community resumes support through
community organizations to needy households in times of particular stress. These
networks often reveal themselves at the community level as mutual support coalitions an
important safety net role there.

57. In the capital city, increasing numbers of people seeking jobs, high
unemployment and declining real wages has contributed to the expansion of informal
sector as an alternative survival strategy for the poor, who are not able to find work in the
formal economy. In fact, engaging in activities in the informal sector is the most important
survival strategy for the poor in urban areas of Antananarivo. The importance of the
informal sector as a locus of mutual help in urban areas can be seen by looking at various
activities and its size. A third of workers interviewed in this sector are day-laborers. In
1990, 40 percent of active urban population in Madagascar was working in this sector.
The annual growth rate has been 7 percent on average.3 Factors that contributed to its
growth include increasing rural-urban migration, increasing tertiarization of labor force,
which implies proliferation of low-wage, low productivity jobs in services and commerce.
To put a stop on proliferation of the sector, local authorities in Antananarivo have
introduced a daily-charge instead of an annual patent fee, which normally registered firms
must pay. The daily charge varies from 500-1000 Fmg. Considering that on average, a
small firm's daily earning is about 500 Fmg, for many small business the rate is too high.

3Andrianomanana (P), Situation Socio-Econonuique et Impact des Pas Due la Population Les Plus Pauvres
(Preparation du Programme dAction Intergre). Anatananiarivo: UNICEF, 1991, p. 28.
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58. Finally, it is important to mention share-cropping as a frequently adopted strategy
in the South and in the export-crop growing areas. As already mentioned, the conditions
under which share-cropping takes place vary enormously, so that it can't be concluded that
all share-croppers are poor. But regardless of the terms of share-cropping agreement,
sharecroppers are very vulnerable because they lack a most basic asset in an agrarian
society -land- and depend on others for a chance to gain their livelihood.

VI. Summary

59. This study observed the concerns of the poor in some selected regions in
Madagascar. The premise was that listening to the poor would not only be a useful way
to learn about the poor in Madagascar but also understanding the people in their own
terms would best enable the World Bank to relate the concerns of the poor to planned
interventions.

60. On the question of the magnitude of poverty, the study found poverty to be
pervasive both in urban and rural areas of the country although it is most clearly visible in
the urban areas, where formal employment rates are low and the majority of those
surveyed engages in the informal sector or is unemployed. In rural areas, it seems more
difficult to identify the poor. Despite this difficulty, there were no problems in
determining who are the poorest, neither in terms of characteristics nor in terms of their
identity. In this sense, the poorest people were identified by the participants as those who
have to skip meals more or less on a regular basis, those who do not take modern
medicine, those who have one set of clothes for everyday wear, often in quite poor
condition and a better set for special occasions, e.g., going to church.

61. One of the more important findings of the study has been the detection of
an element of blame attached to poverty. Distrust and resentment towards the
government and its institutions was reported by many people in the study. The
powerlessness of the small farmers was one clear source of frustration and resentment. A
number of participants felt prey to monopolistic collectors and administrative agents who
take advantage of farmers by offering them low producer prices, which have to be
accepted for lack of any alternative. For example, the money a producer of vanilla
receives for his produce is roughly four percent of the export price, and the producer has
no negotiation power to raise the value of his crop. Similarly with litchi and rice crops,
the collectors set the terms of the market, buying at the lowest price and selling at the
highest. Overall, the feeling of betrayal and ultimately rejection by the institutions of the
state pervaded interviews in all regions, especially in the South, where 88 percent of those
interviewed said that they didn't trust the state and would not collaborate with any
programs managed by it.

62. As with many poor people, not surprisingly, a major source of discontent
stemmed from lack of access to financial resources and important assets such as land and
equipment, which are needed in an agrarian society. In none of the regions surveyed did
more than ten percent of the poor have access to formal credit. Banks, in particular,

41



served less than three percent of the poor in Antananarivo and the agricultural areas and
virtually none of the poor in the South. Lack of financial resources was particularly
emphasized by parents as a major obstacle to school attendance. In the formal education
system, the people also see a lack of fair dealing with them: teachers are sent to school
poorly prepared for their classes and receive such low wages that they have to work on
farms to supplement their incomes.

63. Poverty was also characterized by the virtual non-existence of
infrastructure, lack of communication and information, particularly in the South where
over a third of all households mentioned the problem of lack of appropriate transportation.
During certain seasons, peasants depend totally on collectors for the marketing of their
produce. The rate was higher in coastal areas, where the majority of the population lives
from fishing. Participants noted that revenues could be substantially increased through
greater access to markets. As for access to information, people relied on informal means
of communication, including hear and say and the market, where people meet to exchange
information. Practically, for almost all participants in the south, the market played not
only an economic function, but also a socioeconomic, political and cultural role.

64. Despite the above mentioned problems, the poor have devised their own
coping strategies as a matter of survival. The most commonly adopted strategy consisted
of reducing the quantity and quality of food. In rural areas, community self-help (entraide-
communtaire) serves as a kind of informal safety net, especially in the Eastern coastal
region. Over three quarters of the villages of this area are involved in this mutual
assistance whereby money and goods are assembled to help one family out in times of
need. While the people in the south appeared to be too poor for even this kind of
communal undertaking, they did voice enthusiasm for participatory projects they know of.
Overall, survival in rural communities seemed easier than in urban areas, where poor
people are not able to avail themselves of the assistance of the extended family, traditional
safety nets.

65. Finally, participants were explicitly asked about their development
priorities. Increasing access to credit was most frequently stressed by the people. A
number of participants emphasized the support of market places throughout the country as
places where the poor may receive information and training as well as interchange ideas.
Further, people felt that the government should take responsibility for providing more
land, maintaining roads, constructing and rehabilitating infrastructure (schools, health
facilities, etc.). In all regions of the country, people complained about deterioration of
educational quality. People suggested to build more school buildings and canteens. Also
emphasis was put on improving the curricula and increasing teachers' salaries.
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Methodology



Setting the Poverty Lines

1. The study bases the poverty indicators on the household's consumption
expenditures. This information has been found to be a better proxy for measuring
household's welfare than incomes. The poverty lines were calculated on the basis of a
nutritionally adequate food basket for the Food Poverty Line and on a combination of this
line with a typical amount of non food consumption for the Global Poverty Line.

Food Poverty Line

2. The Food Poverty Line is based on a minimum basket of food that represents an
individual standard intake of 2,100 calories per day. This standard, set according to
FAO, estimates the necessary daily requirement of an average individual member of a
household that is composed of children and adults. The consumption basket reflects the
prevailing local tastes of the population.

3. Data on food expenditure were collected in the main household questionnaire for a
detailed list of 118 items. The period of reference for the purchase varies according to the
frequency of the purchase from one day for items purchased very frequently to a year for
items purchased only a few times a year. All the information was extrapolated to a yearly
figure of consumption.' The survey provided information on the quantity purchased
(converted in kilograms and liters), unit prices, the amount paid, and consumption of
home production. The survey also included some information on food transfers. This
could not be used because of the lack of details on the type of food and the quantity
received, only a global amount of food received was available. However, the fact that
these transfers represent a very small amount of total consumption (less than one percent
in average for the balance between transfers received and given) means that leaving this
out will not greatly affect the analysis.

4. The composition and value of the food basket was developed in the following way.
To develop a food basket that reflects local preferences and norms, the consumption
pattern of the second and third quintiles of the 42 most important food items was used as
a basis. The mean daily calorie intake for the third quintile was 1,738 calories per capita.
This was then scaled up to 2,100 calories to get a typical national Food Consumption
Bundle. Because the survey did not collect prices at the community level, unit purchase
prices for each commodities (from the household questionnaire) were used as proxies for
prices. The average values of these 42 goods for the bottom 60 percent of the population

The survey also collected information from a diary following the households 30 days in the urban areas
and only fifteen days in the rural areas. Unfortunately, the diaries could not be used in the current study
because of the veryI high percentage of non-responise (almost 60 percent).
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were used.2 Region-specific median prices (urban and rural: 12 regions) gave estimates
for regional prices.

Regional Price Deflators

Urban Rural
Antananarivo 1.08 .99
Fianarantsoa .97 .81
Toamasina .97 .82
Mahajanga 1.13 .91
Toliara 1.15 1.06
Antsiranana 1.06 1.05

5. The Food Poverty Line is the sum of the values of all commodities consumed in
the bundle at regional prices. A person is considered food poor if he/she cannot afford the
cost of this reference food poverty line.

6. The food energy intake of the reference household, Kr is3:
r

Kq I Eqf k(1wf) (1)
f=i

where qr = the quantity of foodf consumed per capita in the reference group r (the third
quintile)

kf= kcal per unit of qf (wheref is for the specific food product), and

Wf = fraction of the qf that is inedible.

7. Since the average food bundle will not yield exactly 2,100 calories, denoted by k*,

the reference food bundle that yields 2,100 calories is constructed as q= q Kr

The elements of the average food consumption basket of the reference group of
households are scaled up by a constant proportion (the ratio of the recommended food
energy intake to the actual energy intake of the reference household). The food
consumption basket q* yields a daily amount of 1,738 calories per person. The food
bundle that yields 2,100 calories is presented in Annex Table B-46.

2 The bottom 60 percent of the population was used in order to assure adequate number of prices for each
commodity as well as because this group would represent prices paid by the majority of people around the
poverty line.
3Benu Bidani, Romania Poverty Profile, 1995
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Non-Food allowance

8. Unfortunately, the same approach cannot be followed for the consumption of non-
food commodities because of the difficulty of defining a non-food bundle and because unit
prices for non-food commodities are not available. Using the method presented in
Ravallion (1994), this study uses how much non-food spending is done by households that
are capable of just meeting nutritional requirements (and hence are displacing food
expenditures to meet what they feel to be essential non-food items). This regression is
calculated for each region along the following form:

J. = aJl + aJz2Hi3 + aJCij+/8'log( X )+ij (2)
Zf

where: s, = share of expenditure on food

x = per capita expenditure
Zf = food poverty line

H = household size
C = number of children under 10 years of age

9. To define an allowance for basic non-food, we used the non-food share of those
households that have a per capita food consumption equal to the food line (zf ). For these

households the non-food share is the inverse food share:

xj /z3 = I/sI (3)

The Poverty Indicators4

10. The Head Count Ratio, the most commonly used poverty indicator, also called
the "incidence of poverty", is simply the ratio of the number of poor individuals to the
total number of individuals in the population. If a number n of individuals are ordered
according to their incomes or expenditure level from the smallest to the largest; the
poverty line z will cut off exactly q individuals at the lower end. The Head Count ratio
which can also be referred to as Po is simply:

Po=H=q/n (4)

4This section is drawn primarily from Martin Ravallion, "Poverty Comparisons: A Guide to Concepts
and Measures", World Bank, LSMS Working Paper No. 88, 1992, pp. 25-57.
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However, this indicator focuses only on the number of the poor and does not give
indication of the depth of poverty. For example, the headcount ratio will not change if the
poor become worse off (farther from the poverty line).

11. The Poverty Gap. If Yp is the average income or expenditure or consumption of
the poor then the measure of the depth of poverty is the 'Expenditure gap ratio" that
takes into account how far the household expenditure of the poor fall below the poverty
line. This is called the Poverty Gap:

I = z-y, Iz (5)

Where Yp is the mean consumption of the poor.

12. Thus the consumption gap measures the proportionate deficit of the average poor
individual from the poverty line z. Yet, used alone, it could mislead conclusions as it will
increase if the mean of the poor falls (in the case that a poor becomes less poor while the
others remain the same). This problem is avoided by multiplying the consumption gap by
the head count index as follows:

P1 E I : (6)

PI = HI (7)

Pi, is the mean proportionate poverty gap across the whole population (zero gap for the
nonpoor) and I, is the mean depth of poverty as a proportion of the poverty line.
However, this measure is insufficient as it is only sensitive to an average poor individual,
but does not measure differences in severity of poverty. This measure does not satisfy the
property of "additivity" as defined by Ravallion (1992, p. 38) which 'requires that
aggregate poverty be equal to the population weighted sum of poverty levels' in the
population.

13. This property is satisfied in the indicator of Poverty Severity, P2. This index takes
into account the distribution of living standards among the poor. It indicates more
poverty when the average poverty gap is more unequally distributed among the poor.

2 [ 2j(8)

P2, is the mean of squared proportionate poverty gaps, whereby the poverty gaps of the
poor are weighted by those poverty gaps in assessing aggregate poverty. This measure
has the advantage of being useful for comparing policies aiming to reach the poorest and
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reduce inequality. If P2 increases, over time or between groups, it highlights the fact that
standards of living have decreased and that the poor are getting poorer.

14. The Pa indicators can be used for comparison between groups in the population
which are policy relevant. The population has to be divided in mutually exclusive and
exhaustive sub-groups and Pa indicators calculated for each group. The aggregate
poverty measure is a weighted mean of the sub-groups poverty measures.

m

P J~n, /In (9)
j=I

where Pj, is the poverty measure computed only on sub-groupj where n is the sum of n .

The contribution of each sub-group to the aggregate poverty can be calculated as:

C, = Pill Pj11 (10)

This measure gives an idea of the sub-groups where poverty in the country is concentrated
and serve as a basis to identify the groups for poverty alleviation policies.

15. Targeting Indicators. These indicators are also useful to estimate (theoretically)
the amount of funds needed by governments to alleviate poverty. Eliminating poverty by
targeting transfers to the poor will have a minimum cost estimated to be equivalent to the
sum of all the poverty gaps in the population:

q

[Z-y] (1 1)
z=1

Every poverty gap is filled up to the poverty line. The goal would be to raise everyone's
incomes to the poverty line to eliminate poverty completely. This would imply a perfect
targeting system. Such precise targeting, however, is costly. Setting up this targeting
system in reality, would require an important and costly information and screening system.
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