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1.0 

Madagascar Food for Progress Evaluation
 

Executive Summary
 

This report presents the findings and recommendations of an 
evaluation of the Madagascar Food for Progress Program. Fieldwork was 
conducted in Madagascar Crom June 3 to June 23, 1987 by a team which included 
the AID Washi ngtn Food for Peace Program Of fPicer, the East Africa Food for 
Peace Officer, repreonnt, ive.'s of the World Bank and the World Food Program 
and a stafr member Prom AID's Agricultural Policy Aralysis Project. Valuable
 
support w-as provided by th AID Representative in Antananarivo and his staff. 

The Fo(d Por Prp,.ress (FFPr) program signed by the United States 
Government and tie GovVE.mco t of the Democratic RepubLic of Madagascar (GDRM) 
on August 8, 1986 successfully accomllished its shor term goal of stabilizing 
prices for consumers in urban rica markets, The affectiveness of the GDRM 
buffer stock program, throuh which the FFPr ric, was channelled Lo the 
market, was greatly ai ded by other rice supply fictors in 1986-37, including 
high levels of imp, rr and Large marketed surpluses of local ri.e. 

In genoral. the over-ill liberalizatcion program for local. rice 
marketing is procedin, legal to interregional rice trade haveIel; barriers 
been eliminated by he CI)M and operators in all sectors of the trade 
(collection of paddy, mill in , wthoesale and retail sales) enjoy increased 
access to the ma'ket. The buffor stock program has contributed to this 
process by makinn rice available to all licensed traders 'n Antananarivo and 
Tamatave during the t.radit ional period of shortage. The evolution in rice 
marketing Prom public t) private distribution is highlighted by the dramatic 
reduction in the uantity Cf rice sold at subsidized prices through official 
channels, and the concurrent rise in private traders' share of the rice market
 
over the past few yea rs.
 

The operaLion of 
the buffer stock does, however, have the potential
 
for adversely affecting rice production and private trade in rice. The long
 
term goal of the FFPr program is to staoilize the rice market for consumers
 
and producers, allowing the GDRM to proceed with its economic 
reform program,
 

.and creating the proper conditions for an increase in per capita rice 
production. The danger exists that 
the GDRM wii l be tempted by short-term
 
political pressures to neglect the even-handed treatment of rural producers in
 
favor of urban consumers. This tendency was apparently in part responsible
 
for the decision to lower the rclase price for the buffer stock at the end of 
the first season of operation and for the failure to effectively publicize the
 
price (higher) at which the program would begin operating in November 1987.-

The resulting confusion and uncertainty in the market has caused all operators
 
to act very cautiously during the 
current paddy harvest season, unnecessarily
 
restricting the 
farmate price and producers' income, and potentially reducing
 
the interest 
in and resources for productive investmEnt (infrastructure,
 
inputs, labor) which could lead to expanded rice production next year. This
 
"roller coaster" of fluctuating producer prices and rice production is the
 
antithesis of the conditions required for long term per capita increases in
 
national production. The buffer stock program should be implemented in such a
 
way that the uncertaiaiies of 
price and market demand which fuel the "roller
 
coaster" are reduced. Manipulations of the price, timing of sales and other
 
operational 
factors of the buffer stock which increase uncertainty, reduce
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confidence in the r2liability of the program, and therefore increase
 
variability in production and marketing, are counter-productive to the Long­
term goat of the program.
 

The real and potential benefits ot the buffer tock are dependent on 
effective management of tha program. The vuaranteed supply of quality rice at 
stable prices, which has both direct economic and indirect psychological
 
effects on markei act; city, ­ ieqiros that the rice stocks are attractive and 
palatable to cunsumers., anK delivered in an efficient and timely ashion to 
the marketplace. Ihe mangement ,yt om developed tor the buffer stunk program
functioned well in rho ear! ,Ai,,, of the activitv, when the emphasis was 
placed on establishing a net work o retaii outlet . Ihe support ing managqmert 
structure invol vine th Cfll 'D1Mini sL rv of Agricu! Lure, Tamatave Port
 
Authorities, and several contracts 
 wih parasta l trading companies is new, 
however, iai.-q ate. 'h- unwieldy managcement hi rarchy and multiple lines of 
authority and r.'npons, v have i oed thousands ot tons ot FFPr rice to
 
remain in iuns' o and 
 ' ' r 'Awo'ri'e for months on end. irmiediate action 
is required tr r lcar. .i rat the stocks if .hev ire to be available for 
the noxt hut i-r t oc, n. SW)llt iOn to the t ecinical prohl ms posed by

the curr-nt. coditio ! .
 t .h_, wiill require modification ,t the existing 
buffer st! ImanAL,. moaLt ci r.,c ;. ' These immedia e measures should be
 
fEollowed hy 
 tioruonh r,'- w ,l We existing; managemcMt system, and
 
deficienciesc orrctwd Pr r '0 the opening of 
 the butfer stock in November. 
FinalLy, A. .I) no. ; 1 n r a.a i cal improve its monitoring and oversight of 
the operations a't W b -, ;:;cV. The inadequate supervision of the use of 
FFPr stock. cu,nt ri w W unacceptable state in which they are now 
Ioutid. The lack l t a n: CnuoriP presoence nas also resulted in unnecessary 
confusion as to the s n to which che CDRM has put the FFPr rice, ana raised 
questions rogar in, unauifrad trarsters to the official distribution 
(subs idi:ed sales) system run by the government. ['his inabiLity to generate
up-to-date programmatic info0rmation has had a direct n:egative impact on the 
Mission's capacity to assure proper resource management by the GDRM, and has 
limited A .D.'s ability to be an active, iniorned participant in buffer stock 
programmatic discuission:; between the CDRi and IBRD. 

Decisions on the appropriateness of and need for a continued FFPr 
%program in Madagascar are influenced by a number of factors. The economic 

reform and I iberal iLation program initiated by the GDRM, with support and 
encouragement from the donor community, is generally viewed as proceeding

correctly, albeit somewhat more slowly than desired. It: 
 merits continued
 
support. The buffer stock market stabilization program has accomplished its
 
short-term goal of limiting extreme fluctuations in consumer prices, but needs
 
to be closely monitored and contrelted to detect and prevent abuse of its
 
power to influence the market. The large rice stocks carried over from year
 
one (1986-87) of the 
FlPr prgram provide AID with a means of influencing
 
policy formulation and 
the use of the buffer stock in 1987-88, but future 
access to policy-naking fora is not guaranteed. Of primary importance in 
considering the need for a continued program is a food needs assessment for
 
the coming year. 
 Current best estimates are that no adaitional rice will be
 
needed for the buffer stock 
program in the 1987-88 season. The need for other 
basic food:; such as wheat or edible oil is uncertain given existing import 
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1.1 

plans and expected donor assistance (e.g. Title t and Section 416 Sugar Quota
 
Compensation). The Mission, GDRM and Washington will need to review commodity
 
requirements, political interests, balance of payments benefits and budgetary
 
availabilities in determining the need and timing for a possible second year
 
of the FiFPr program.
 

Recommendat ions
 

1. 	A rice huft or sto)ck should be available to be employed by the 
GDRM in 19S7-d88. Existing F'ood or Progress rice stocks should. 
however, be aequ1E to meet the commodity requirements for the 
coming i tte r 1100 season. 

2. 	Operat-iona1 decisions on the release priee timing of sales, 
geographic coverage and other aspects of the program should be 
made jointly by the G'[RM and all donors involved in the buffer 
stock progr.m. 'he A.I.D). ropressita lvys in these discussions 
should v{,nr i-I pursup a poiicv ot e ,riry and consistency in 
buf fer steck oYorat-ins. Release price; and other regulations 
for the tlIlowin, y-ar', prog ram :;should he determined and 
dissemiinatd prir Lo ;he paddy harvest and not changed except 
for reason:; o! vi:al national interest. Any decision to adjust 
the pre,ram'n oariar ing procedures should be jointly reached by 
the G[IM oc coticerned donors. 

3. 	 The GRM should imediately announce and widely publicize the 
opening 19 -38 hul fer stock wholesale price of 460 FMG/kilogram 
(subject to ad justmen. for the recent devaluation). The CDRM 
should make every Nftort. to reauce unc,:rtainLy in the economy by 
providing rice marketing iaformation in an open and timely 
manner. This efftort would be aided by increasing the national 
capability to eellect and disseminate agricultural production 
data. 

4. 	All FFPr stocks current ly held in Tamatave should be immediately 
transported to the National Silo in Antananarivo, treated for 
infestation and stored in proper conditions for use during the 
1987-88 buffer stock season. The existing GDRM management
 
structure for the buffer stock should be reviewed and revised to
 
assure closer adherence to the technical norms for grain storage
 
and more effective lines of operational responsibility.
 

5. 	 A.I.D. should act as quickly as possible to establish and staff 
a food program monitoring and evaluation capability within 
USAID/Madagascar. immediate actions should include the
 
recruitment of at least two local hire Malagasy food monitors
 
and the establishment, with the assistance of REDSO/ESA Regional
 
Food for Peace Officers, of a program oversight system.
 
Additi(nal steps should include the expansion of the USAID USDH
 
staffing level to allow the recruitment of a professional food
 
program manager (as requested by USAID in its FY 1989 ABS). If
 
this recruiLment is delayed, a full-time PSC food program
 
specialist snould be hired to
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provide necessary direction and supervision for the local hire
 
monitors. REDSO/RFFPO should 
schedule periodic visits to assist
 
the contract personnel with the establishment and implementation
 
of the program monitoring and evaluation system.
 

6. 	A.I.D., IBRD and WFP representatives in Antananarivo, and if
 
necessary at the headquarters Level, 
should confer on approaches
 
to strengthening buffer stock decision making. 
Agreement should
 
be reached with the CORM on a more 
formalized consultative
 
structure, including representatives of all concerned donors,
 
related to buffer stock policy formulation. The role of WFP
 
food allocations to the buffer stock program needs 
to be greatly
 
clarified, and firm understanding reached on the conditions
 
under which the WFP donation can be utilized.
 

7. 	A.[.D. and the CI)RM need to review the need for a Food for
 
Progress program activity in 1988. 
 Given that additional rice 
imports wiii likely not be required in the near future, decision 
should be reached on whether other food needs and resource flow
 
requirements :an or should be met through a continued FFPr 
activity. While awaiting those analyses it would be usefuL for 
advance aianniia it a dollar-level budget were established for 
year two ti the iPr, following a PL 480, Title I model. Given 
the uncertaip and evolving commodity requirements in Madagascar,
 
it would he useful it the GDRM and USAID had a target 
level of
 
funding against 
which they could draw down a variety of
 
availably commodities, at more than one 
time duri',g the year, as
 
needs are identified. This flexibility is essential 
if FFPr
 
program planners 
are to be able to respond to the sLill variable
 
nature al Madagascar's agricultural production and import
 
capacity.
 

2,0 
 Buffer Stock Impact on Prices
 

This section addresses the effectiveness of the buffer stock
 
mechanisri to stabilize rice 
prices in the open market in Antananarivo and
 
-Tamatave.
 

2.1 Bac ground
 

A major goal of the buffer stock is to 
help maintain reasonable
 
consumer 
prices on the open market in periods of scarcity. Historically, due
 
to the seasonal natu-e of the Malagasy rice crop, supplies decrease and prices

rise substantially frum November through March, a period called the soudure.
 
In April the first rice from the 
new harvest begins to reach the market and
 
prices begin to fall. PWces rose dramatically during the soudure of 1985­
1986 (see Table 2.1). 
 The cause for such an increase, often double the prices

for the same period in 1984-385, has been attributed to poor import management

by the GDRM in early 1985. (;thers attributed the price increase to the
 
market liberalization policies, especially the removal 
in 1985 of a ceiling
 

Economic Policy Reform in Madagascan'. Report by Elliot Berg for the U.S.AID
 
Madagascar; February 1986.
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price for ri~e. The undisputable poirt is that many urban consumers were
 
unable to afford rice at 709 FMG/kg and above, and 
severe hardship was
 
experienced in Antananarivo and other cities in 1985-86. In effort to
an 

avoid a similar ituation from recurring in 1986-87 the GDRM and the donor
 
community agreed to coordinate imports and to establish a buffer stock. The
 
Food for Progress program provided 21,000 MT of 
rice to be used for buffer
 
stock sales.
 

2.2 Effect of Butfer Stock:' on Prices
 

Table 2.1 shows that urban rice prices from November 1986 to April
 
1987 were 25% lower than in the corresponding period in 1985-86. It would be
 
inaccurate to attribute this decrease in urban retail prices solely to the
 
operation of the butfer stock. Imports of 
rice were 50% higher in 1986 
(159,000 MT vs. 116,000 M') than in 1985. in addition, private traders and 
parastatals bought large stocW's of paddy in 1986, spurred in part by the 
previous year's; high prices. It Lppears that anticipation of a recurrence of 
700 FMG/Kg rice prompted the CDRM to import rice in excess of the World Banks 
estimated level ot 80.000 MT and to encourage parastatals to compete
 
vigorously with Lho private sector for the purchase of local paddy. Thus, as
 
the buffer stock commenced operations in November 1986, both the public and 
private Sectors were apparently helding Large supplies of rice and paddy. 

Table 2.1
 

Monthly Price for Rice in Antananarivo 

(FMC/ KG) 

Month 1985 1986 1987 

-'an. 325 769 506
 
Feb. 397 714 482
 
Mar. 423 690 467
 
Apr. 381 486 428
 
May 292 419 360
 
June 284 420 315
 
July 309 486 

Aug. 369 527 
Sept. 406 537 
Oct. 482 554 
Nov. 563 530 
uec. 724 525 

SOURCE: MPARA
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The buffer stock price was set a 460 FMJ/Kg wholesale and 480 FMC/Kg
 
retail (discussion of buffer stock pricing decisions follows in section 4.0)
 
and the first saleas we re made in Antananarivo on November 5, 1986. Butfer 
stock sales began in TamaLave during the first week a L December. The average 
monthly rice price in Antananarivo in November 1986 (530 FMC/Kg) was 24 FMC 
lower than October 1986 price. Retail rice prices in Antananarivo declined in 
each su-ccedinq monLth, tLhough the bufter sto~k price remained at 480 FMG/Kg 
unti l the end or> .rc. 

R i.L -ice prLce; in Iamata'.ve did not exceed the level, recorded in 
December 1985. in I he m nihs tol lowin (Januarv-.March) rice prices gradually 
declined in o'ntaave. Rice prices in Pon-buttar Stock citie; tollowed trends 
similar to Ant anana r ivo and Tama tav. 

Fidin q: 1t k, the judgement of the evaluation team that the sale 
of butter seck,',: ' - i: 193h- 1987 p!I va, a Aini icant role in stabi i:zing 
retail ri ce :,ri ce; in A 'ananarivo and T mat v . Other market conditions, 
including hih ,>., "r i u''o-Lin 48h .aid the purchan, ot large stccks of 
paddy b the '.b i And 'r inc iq ;,,T,-c' . warp important. Inctors accounting 

. 1-1
for the stol a aU i ' 01)Serv A i". Q7 - . dure. 

Recommnnid. :i : A',t- hi:er stock to help :;tabili:zea urban retail 
rice pri ceshoud he0. re by the GI)RMnAvailae t enipbovad in 1981-1988. It 
market condit ons wa-ra n (.,,. prices exceed an agreed upon price), buffer 
stock sales shoIul ho made !N; rivat traders. 

3.0 Buffer Stock Pricing Decisions
 

This; sct ion exami es the buffer stock pricing decisions under which 
Food for Pro,ressa rice was solId. The pricing decisions for the buffer stock 
were conditi, med on the need (1) to assure an affordable retail price to urban 
consumers and (2) to provide sufficient incentives for producers to increase 
their paddy product on. This section reviews the following aspects of the 
buffer st ock pri ce : 

1. Calcc ation of the original buffer stock price
 
2. Price reduction in March-April 1987
 
3. Buffer stock price for 1987-1988 

3.1 Original Buffer Stock Price
 

The bfKer stock bugan operation on November 5, 1986 at a retail 
price of 480-QC/Kg. This price was established by Mr. Bernard Machat, a 
consultant ,ith the FAO and accepted by the CDRM and the World Bak. The 
price was calculated on the basis of a farm gate price of 227 FMC/Kg for paddy 
(see appendix 2 for details on the Machat calculations) which was the average 
price in AugusL 1986. It must be noted that there was no precedent for 
setting such a price. Civon that the market price for non-buffer stock rice 
in November was 530 'MG/Kg, the 480 FYG/K, t:ri gger price for the buffer stock 
was beneficial for urban consumers. if the rice had been set significantly 
below what market ions warranted,londit han biffer stock sales would have 
greatly exceed the planned 12,400 MT, and displaced domestic supplies from the 
market. This did not happen. It is.;the Iudg;ement of the evaluation team that 
the originn.! huf er stock retail sale price was appropriate. 
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3.2 March/April 1987 Price Reduction 

During a meetino, hold between representatives of the World Bank and 
the Malagasy Government on March 2-6, 1987, it was decided that: 

"The intervention price of the stock can be reduced from 460 
Fmg/K, (Wholesaler price) in three successive steps of 40 Fmg/Kg 
each, s tarrin in the week oi Monday, March 30, 1987. The exact 
timing ot eich sLep will be at the discretion of the stock 
manager. 

Furthermore, it was decided that:
 

"The stock will finally close at the end of the week on April
 
30th, 
1987, and that it will remain closed until further
 
notice."
 

Finally, it was agreed that:
 

"The intervention price of the stock for the 1987/88 crop year

will remain at 480 Fmg/Kg (retail price) subject to review by
 
Government and Bank supervision missions to be held in the
 
interim". 

On April 13, 1987, the buffer stock sale price was reduced to 340
 
Fmg/Kg (wholesale) and 360 Fmg/Kg (retail) in accordance with the agreement.
 
The estimate for the price reduction centered on (1) the perceived need to
 
push private traders to sell all their 1986 stocks before the 1987 harvest and
 
(2) the desire to set a fixed date for the termination of the buffer stock at 
a price which would rot subsequent!y rise significantly. 

The evaluation team has a number of concerns regarding the buffer
 
stock price reduction. As originally designed, the buffer stock price 
was a
 
trigger price; i.e., only when market prices exceeded the trigger price for a
 
specified number o& days would buffer stocks bw sold. 
 By dropping the buffer
 
,stock price three times in one month, it appears that the buffer stock changed 
its character from a price stabilization mechanism to a price setting 
mechanism. it is hard to understand why private traders would need to be
 
pushed to sell their 1986 stocks just as the 1987 harvest was beginning, The
 
rapid decline in the buffer stock price probably forced private traders to
 
sell rice at a greater loss than if the buffer stock price had remained at 480
 
FMG/Kg and prices had declined gradually with the arrival of new paddy on the
 
market. The most disturbing aspect of the price reduction is that the "rules
 
of the game" were changed in mid-stream leaving great uncertainty among
 
traders about the role of the buffer stock.
 

3.3 1987-1988 Buffer Stock Release price 

The principal effects of the nuffer stock price reduct.on was 
to
 
increase uncertainty among traders and producers regarding this year's buying
 
season and next year's buffer stock operations. Though the March agreement 
between the World Bank and the GDRM stipulated that that 1987-1988 buffer
 
stock release price would be 480 Fmg/KG (retail), most of the principai
 

7
 

http:reduct.on


traders and parnstatl ofticials interviewed for this evaluation either 
believed that the pricy would he 360 'mg/K (clo sing price in April 1987) or
 
that no ini'er,'nti,)n price had yet been established. The C)RM has not
 
effectively communicated the 1987-1988 buitr Lock release price Lo the 
public. As a rasult-, ouvin, and selling d'cisions are duimin ated by 
uncerLainiv and the concer hat the bilt r - icrk sale, will be made at 360
 
Fmg/Kg. A s , --. - ;, lnc 
 A t,, es' prici ,, decisions is the danger that 
the butfer stock '.,i', Ioi r- ii, ii v 0',u se ther, is; no reason (among 
private traders or c i n :-;) tiink thft- butterto stock prices will not rise 
or tat I unaxpcrod v ,'v' ',,. 

[indir : ", n i', n hiltol r wL.ok roleiso price ol 480 "ma/Kg was 
appropriate given mark i:oit: 'wn-s and the objectives ot the bufter stock 
program. The nubsouq ', rd, - i t.hir pr-ice' by 25 added uncertainty to a 
market al ready becty mlor shit ii pol ic in Lte past tow years. This 
uncertaintv was n 'aM Ld by .,e GI M'si inef1fec tive (perhaps jutcntional. Ly) 
p b111 c co,mu i rat i H A 1 i' 1'87-'198, hot:,r s, c1k ra raspc, price. 

RIo c i r . w ! rt; i.lr -is' oric' for the foilowirn 
season shoot 8 0'i' i, by Itt t RM i ' April. USA',11 sh;hl,,:d in sist 
on the participai,ni< ot an AI D ,'tr,.tl .'o in M uture dis cussions regarding 
buffer stocck prici' chantz, . Mwl G t and 11t10 World Bank 5 ouLd hte :;trongly 
encouraged to reis t w' n, th b atte r stock as A mean:; cf settL ing prices or 
manipulaLing price e I e:yIn, the oriiginnl (ohjecti ves 0 Lhe program.n'ov nt_'t i 

4.0 SMat of Rice Price and Market Liberal izaLion 

One o th two principal objecti.'es of the Food for Progress Program 
(-FPR) is to encourage the GIRM to implement its policy commitment to 
liberalize the rice marketing and pricing system. The evaluation team was 
asked to assess the steps taken so far by the GDRM in this effort. 

Three fac tors were examined to determine the direction in which 
liberali.at ion of the rice sector is proceeding: 

Proportion of Rice Sold Outside the Official Distribution System
 
1982-1987
 

* Current Controls on Rice Movernents 

* Current Controls on Rice PriceS
 

4.1 Source of Urban Rice Sales 

Prior to the CDRM's decisions to liberalize the marketing of rice in
 
1983 over 95% of all rice sold in Antananarivo and Tamatave passed through the
 
government's Official Di stributrion System (ODS) at 
highly subsidized prices.
Tables 4.1, 4.2 and 4.3 illustraLe a significant shift in the source of rice 
from the Ot)S to the open market for urban consumers. According to Table 4.1, 
the percentage of rice purchased by urban consumers from the ODS system

dropped from 88% in November 1982 to 36% in November 1986. In Antananarivo, 
the percentage of rice purchased by consumers on the open market has increased 
yearLy, except for early 1986 when open market prices were in the 700 FMG/Kg 
range.
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It is clear from the figures that the open market is suppling an
 
4ncreasing percentage of the urban consumer's rice needs.
 

4.2 Control of Rice Mo,,ements
 

'he evaluation Learn's F-inding s on rice movements are based on
 
interviews wita GDRM local and 
national otficials. representatives ot the
 
donor community, 
 'alagasyrice farmers, millers, wholesale and retail traders
 
parastat.a 
 officials and field observat ion bv the evaLuarion team. Before 
1983 int r-reional noveont at rice was _[trict y controlled by local GDRM 
roadblocks. Transporting rice beyond regional boundaries was the sole right 
of the parstat. harq-d with rice di stribution. In 198" the GIDRM removed 
restrictio,; on te nter-regionaL transport of rice except in the Lac Aloatra 
and 'ifabe rice a reas. In Apri.l 1986, the GDRM opened Lac Aloatra and the
 
Fifabe areas to unrestricted commerce in rice.
 

Table 4.1
 

Percent of Rice Provided by the Official Distribution System,
 
Open Market and Autoproduction in Urban Areas 1982-1986
 

Open Autopro-

ODS 
 Market duction 

-/ - FMC/KC .MC7K// -- 1 
November 82 140 
 88 318 8 4
 
April 83 76 11
140 234 13
 
August "83 140 76 223 
 13 11
 
January 84 145 
 75 273 21 i
 
January 85 
 210 67 313 31 2
 
April 85 57 31
222 303 12
 
October 85 280 435
52 40 8
 
April 86 250 
 59 385 28 13
 

-November 86 
 287 36 541 62 2
 

Source: MPARA
 



Table 4.2
 

Percent of Rice Provided by Official 
Distribution System
 
and Open Market in Antananarivo 1982-1.986
 

Open
 
ODS Market
 

I. % 

November 82 96 
 2
 
April 83 76 
 7
 
August 83 81 
 10
 
January 8 87 10
 

October 85 61 


January 85 72 25
 
April 85 61 26
 

29
 
April 8C1 78 
 16 
November 86 48 50
 

SOURCE: MPAhA
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Table 4.3 

Pircent of Rice Provided by Official Distribution System (ODS
 
and Open Market in Tamatave 1982-1986
 

November 82 

April 83 
August 83 
January 84 
January 85 
April 85 
October 85 
ApriL 86 
November 86 


SOURCE: MPARA
 

ODS 


98 

97 

99 

95 

88 

85 

Ql 

68 

38 


Open 
Market
 

0
 
0
 
0
 
5
 
10
 
15
 
36
 
31
 
60
 

ii
 



The evaluation team learned of no documented instances of 
restrictions on the movement of rice within or beLween regions in 1986-87. 
However, informed observers recounted a number of cases iinwhich local 
government authorities torced sales at below market prices and restricted 
movemcent of paddy W m pvcitk ,are,,: under thi r iurisdicLion. I: general, 
though, the 1986 rice buvin carnpaign evidenced vi corous competition between 
parastatals and private buyers. We learned of no incidents in which private 
traders bad ,ar-,;acnti ;i:td. Observation of :he 1987 seascn revealed 
privane tr:dern; m)'.'in, rice and paddy freely between Antsirabe and Tamatave, 
Lac Aloatra and At..nanari o and Ant islamby and Antananarivo. 

l'raders are rfu,uird to pay 2 t"MG/Kg of padd to the local 
administ rat iye unki (Fokotany) in wnich h paddy was purchased. This 
ristourne (tax) is used to defray the costs of lKcal. government 
administration. Although the collection of this tax has potential for abuse,
 
none of the trnders interviewed complained of such problems. On the other
 
hand, collection of the risLourne appears to have become a problem tor some 
Fokotanv whi:h cmplain hat both pri''ate traders and paristatals avoid their 
coLlection barriers. 

it i th inpression ot the ,valuat ion team thacit GD{RM control of the 
inter-and ii ,-;-, oinalric trade has been siq'nificantly eased in the past 
several yoar-s. ,:L rauirements th t .radr establish and maintain local. 
security stocks A, '.piAty have been rescinded Ihi,; year. This is a positive 
step, thou;h A may he morp a reflection at a ' od harvest. than a pclicy 
decision to: linAto such requirements for good. Local government officials 
retain th po'er and pute-'t'al LoI. iterere ,-tn tho fali! Movement of rice, 
though such cases do not .appear t, be widespread. 

4.3 Cotrois on Rice Prices 

This subsection examines GDRM actions regarding farmgate prices,
 
retail prices and policies affecting market intermediaries such as millers and
 
wholesalers.
 

In 1987 The GDRM continues its policy of setting a floor price for 
1paddy - at 120 MG/K,. In 196 the [loor price was set at 100 FC/Kg. In 
1986, market conditions and anticipation that rice prices might again return
 
to the 700 FMG/Kg level during the next "soudure" (hungry season-Nov. to
 
March) quickly drove paddy prices above the floor price. In 1987 market
 
conditions (Ia~ge carryover stocks from 1986 and a good harvest) and 
anticipation that the buffer stock will cap prices during the next "soudure
 
had resulted, at the time of the evaluation, in some sales helow 120 FMG/Kg
 
and no observed sales above 140-145 FMG/Kg. Predictably, producers have
 
complained that 120 FMG/Kg is insufficient to cover their ccsts of 
production. The complaints are strengthened by memories of 200-250 FMG/Kg
 
paddy prices last year. 

Some trriders and some parastatals have purchased paddy at 120 
FMC/Kg. Since tie'1 ' remain uncertain about the release price of the buffer 
stock in 1987-1988 (and racalling their large losses last year when the buffer 
stock helped stabiline prices well below 700 FMG/Kg) and faced with a good 
harvest this year, there is little pressure to offer producers more than the
 
floor price. Many traders and some parantatal officials are under the false
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impression that the final butfer stock release p0ice of 360 FMG/Kg (retail) of 
April 1986 will rezmain unchan,,ed for th eolduro which starts in November
 
1987. Irre specLtive Othe curren t nutpily iMoIU , Lhe beli that next
 
year 's butfer stock pri ce wil he 360 
 tyrevents from
 
otferi n, i:,ucr, ih 


K,, e& ,ct pc'Ye traders 

1,rn
4 150 ;'-I,'F, Car p'dov. 'ho UIRM's fa ilure to 

pubLicie .'t',icL iv v 00 !Act t It [he p iining !,9S7-198 buffer ;tock pricewiI be 480 F.G/Ky mayave A 'r,,' , e ct on producers and traders 
market in,' e, ci ioli is - 1 7 ; I n r , es,i . 

Ie ,
W ,r , ; l retail rice pri;e were eliminated in 1985. The 
buffer sLock r'l rII' i VE ai co g price as eel dericed by market
 
prices in excess 
,t 480 i ', An r 'ir d ri , th 19b-87 "souduro"
 
However, 
hU epei-rmarket ir rice rarely :xc.edad 510 Fmg /Kg and by 

.January ha,,d dropped cos iom'',/K- Observat ions ot r'taiil rice prices 
and actu, sales in . n, 198/ in-dict tehdt no controls are in etfect. A
 
vatrietyY 01 _Ltpe s and 0 l s a',,t rice A


.
 
r avail e in the ',e market at
 

prices ranging ro' tO , ' . W appar nih mark et ebora . i:ation
LIm 3) 

has encouraged ain 'Ir.i' in) th 
'junr of maill rc mills a d small
assemblers; who 
,qu:py 7 :,diy !u) chos>:e mills;. Sip,.c, rice m,ille:rs and the'ir
 

assemblers Icnwlst Q kov lxinks bet ween prtIodlcorn andi <,iclflum- c l-ise
 
attention sho i he t Io !o " i iiIl 'n py
ll , ih:e: l IlolL.s ' ich .- 11._ratw as an
 
importaint lov,'IIIIn r i liIt),tl ion.
 

.ic, imports : r . , ur itr i :l compol:inn: t ,i M.iad:g:ascir'S t ice marketing 
system. improp:.er ricet impi:'rt, man,' tmeiiL ( .e. impsrs exceeding domestic 
shortfalls or poor' y tim d delive ries) poses a signift cnL threataLo 
liberalizatin ris bI'caus it pr:ivides dis icetives toIdomestic' r 

production). V F"ood Iur 'ro',res P ro'ram aims at encouraging 
 increased 
domestic rice, p'dil cti n. Und r specitic supply conditions, as appears to be 
the case in mid-1987, ,ldditional deliveries of F Pr rice may cesult in harming 
the market ib ru i aiztll proces. 

Finding: ' 'h,, !ihorai tion of the rice market and rice pricing is 
progressing s'ILlstactrilv in accordance with agreements between the GDRM and 
multi-and bi-,torl do W thenors. Le of buffer stock mechanism to stabilize 
market prices can, h'0,,vr, have negative effects on liberalization if it 

%becomes a ,efamo moan; of ,e.t'ing a retail ceii ing pri.ce too low to spur 
domestic producLio n. 

Re,-amm'Ilninda L lns: The .valuation team srrongLy recommends that the
 
GDRM widely piui, 
 .c e as soon as possible that the November 1987 buffer stock
 
retail price will 
be 480 FMG/Kg. Failure to fully inform producers, traders,
 
parastataLs and consumers of pricing decisions already agreed to 
with the
 
World Bank, may result in rice market participants making decisions which 
are
 
detrimental, to the performance of the marketing system.
 

Licensing Procedures for Traders
 

This section examines whether agreed upon procedures which help
 
ensure freedom to buy and sell rice via the licensing of traders are being
 
observed.
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nterviews with large and small rice traders indicate that licensing 
procedures are not being, used to restrict access to the market. Complaints by 
some large t raders thai to) many millers and Email assemblers are buying paddy 
is the best evidenc, that market access is open. The 1986 requirement by some 
Fokotany that: all ,rad.t maintair, a pcuturtiin oA their purchases in 
the Fokotany as a necurity ;t-ock has been rescinded in 1987. 

Urban rplt e r who purchased rice rom the buffer stock indicated 
that acces .,; t rict Q. l. appears that early in the buffer stockwas t-
operation a small toumnr "t r: d.rs were tnd sel I ng butter stock rice above 
480 FMG/Kn and they ,,-a ';,,thq Iy Ir;m ,tirther purchases. Sinceen banned 
access to purchase rice tm r t h but Ier stock was cont ingent on agreement to 

MAY, mstWhar 	 were lustii.eed. As noted in
at 480 it .a uch sanctiors 
earli.er sM'tct S, it appear; that the private purchase, distribution and sale 
of rice is funct ioning reasonably well. 

dFinding: Agreed upon procedures and licensintg of traders and their 
subsequent freedom to buy and se!ll rice in ,nv part of the country are being 
followed.
 

6.0 Liberalization impact on Rice Production
 

It is not- possible to clearly assess the impact of liberalized rice 
marketing on rice production in Madagascar. There are several reasons: 

1. 	National rice production Aigures are unreliable. Given present 
methods tor estmat ing pruduct ion levels, it is not possible to 
place great rOidence in the etimates provided by MPARA. 

2. 	 Rice pol icy i in :a statew o t.ransit ion and rice prices have 
market has e:,.rr enced great tHuctations in the past few 
years. Uncertairnty about poLicy and market conditions is a 
common denuomi nator among rice producers, traders, millers 
parastital s and consumers.
 

3. 	Weather plays a major rol, in rice production levels in 
Madagascar. The absence or occurrence of cyclones or timely 
rains can have enormous impacts on final production levels. 

In the bes! of cases "here accurate data exists on production over 
many years and c'.itnal atCLors are fairly constant, it is still difficult to 
isol-ate the poduction response which results from specific policy and 
marketing reforms. In Madacascar, at this time, it i.s impossible to make a 
reasonable 
judgement- on how production has responded to market liberalization
 
because uncertainty about future policy decisions dominates producers
 
decisionmaki ng proces.se s.
 

Reconmendation: The CDRM should be encouraged to improve its 
collection ot agricultural production data through MPARA's new project with 
the FAO. 

Creater af fort:s should oe made by t-he 
CDRM to inform the public of 
pricing and marketing policies so that uncertainty will be reduced, It will 
not be possible to identify and assess the impact of policy reform on rice
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production until it is clear that rice producers are making decisions based on 
a clear understanding of those policies coupled with an expectation that such 
policies will be in effect in succeeding years. 

7.0 Buffer S:ock impacr on Private MarkeLing Channels
 

One of the major concerns regarding the buffer stock was the extent 
to which i, might interere with private marketing channels. This section 
examines buffer stock irpacts on urban retailers in Antananarivo and Tamatave 
and assemblers and traders of paddy and rice. 

lJrbaQ rotail rice traders in Antaranarivo and Tamatave benefitted
 
substantially from :he bAfter stock. The buffer stock provided them with 
 an 
assured supply of (1ualitv rice from November threugh April. Their margin of 
20 FMC/Kg remained constant even as the price of buffer stock rice dropped by 
25%. Retail traders conninued Lo sell local rice along with buffer stock rice 
indicating that buffer stock rice did not shut down private marketing channels 
for domestic rice. 

ativolv rna 

also indicates that butter stock rice did not suppl.ant domestic rice in the
 

The re ey quantity (12,400 MT) of buffer stock rice sold 

market.
 

Priv'ate r 'r wholesal ,,rs who bought large quantities of paddy in 
1986 were hurt badly by the buttar stock. A Substantial part of the blame is 
theirs alone since they did not hei iove CIRM announcements that a buffer stock 
would operate durin, the 98b- 7 soudre. The CDRM and the donors associated 
with establishingti he h:ir stock can also be faulted for failure to set and 
announce the buffer ntock reloase price be fore the commencement of the 1986 
paddy buying season. In UP ,nd, a lar,,e number of traders suffered 
substantial losses becau.e the but er stock was successful in keepi .g retail 
prices at 480 VM(/K, wh ile they held paddy wh ich could not be profitably sold 
as rice for less than 500 Lo 550 FMG/Kg. it is the impression of the 
evaluation team that- the prospect of a 1987 bu ffer stock has made rice traders 
more cautiLous this year. There is some evidence to indicate that a large 
number of smalI traders who purchased paddy in 1986 are either unwitting on 

%financially incapable ot participating this year due to Losses suffered in 
1986.
 

Finding: There is no reason to believe that the operation of the
 
buffer stock adversely affected or interfered with private marketing
 
channels. The buffer stock had a positive impact on private rice retailers.
 
As long as buffer s':ock pricing policies are well publicized and consistent in
 
the future, private marketing system participants are not likely to be damaged
 
by the buffer stock.
 

8.0 Management of the Buffer Stock
 

The purp se of this section of the evaluation is to o-scribe,
 
evaluate and make recommendations concerning the procedures utilized by the
 
CDRM for management of the buffer stock, including physical handling and
 
storage, lines of responsibility, and management procedures. Insofar as the
 
U.S. Food for Progress Program was the primary source of rice utilized
 
(directly or indirectly) for the buffer stock, this section focuses on the
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~<maagement of 
the>US.4riceand~the conclusio'ns are extended to the,:buffer--2­
-- ~stock,,program as a-whole,., 

> ~ 8.1 iihysicaL Stock Management 

K For the purposes of implementing the bu'ffer stock program in
 
' Madagascar, the GDRM, through%1ie' Directorate of Food 'Security (PSA).in the > 7 i 

with two parastatal companies--SINPA and SOAOIwhich were charged wi't:,h
 
buffer stock sales in Tamatave and Antanana-rivo, respectively. The contratts
 
specified the responsibil~ities ofthe two parastatals vis-a-vis the buffer'\,j
 

4 stock'and its operations, and specified the agency fe(&. to be paid to each. 
These two companies were delegated the responsibility of (a rwn ow r't 
stocks held at port sufficient quantities of ri'ce to meet projected sales ('as -\'~­

directed by the DSA, (b)rtransferring this rice to the designated sale points, 
' 
(c)selingtherice to eligible buyers in conformity with the directives 

established for the program.' '-' 

4, ' Responsibility for the physical management of the rice stocks isQ ' 
shared among a'variety of organizations participating'directly or indirectly ­

in the operation: the DSA the implementing parastatals, -the Port of-Tamatave
 
and others. Per the terms of the management contracts' let by th DS o -I
 

and SOMACODIS, they implementing parastatals' are repnil both finantcia
 
p-U'-- _%and legally) for rice that they have removed fromthe port to 'thei'rwar'houses.---­

or other facilities for sale or-storage. The -DSA is responsible fi re'a ' 

the port until such4 time as it is removed by SINPA or SOMACODIS. Thus,,fo'r
rice physically4in ~the port of Tamatave the DSA retains the management ~ 
responsibility; all decisions pertaining to the physical management of t 
 "4 

£4' rice prior, to delivery t'o the'parastatals rest with the DSA. 'However, 4. '4-
-- port of Tarnatave, the -Port"Authority is financially responsible for any 4rice ''4 

4in the port.- In-addition,' the~management~of the port 'silo in Tamatave -is 'JT
"-financially responsible 'for rice stored therein.- 'FInally, 
the nainlsi'lo
 
in Antananarivo -belongs'to;MPARA, but is mnanaged-.(un'der--another, 'different'\ ' 
 -4­

management contract) by SINPA'' - : 

"~~ 4 -SINPA'and''SOMACODIS'have a-,variety of- responsibilitie's vis-a--vistthe '-'>"2 U
 
bu4 ffer' stock rice. £SINPA 'is 4(a) one detiefor gesfo:c fbor 'ofiia 
distribution,,and fr1partofthrcdetndfrhebfrstck;() 

4VSINPA is ,responsibl'e for rietatey~ave reoeFrmhe,port' for sl'i
Tanaae;(c INi-. is responsible for 4 thelibanagement of the national silo in '
 
Anta~ianarivo. SOMACODIS is responsilble for rice deliveredr to 
them or received''
 

4 4
~4~'*~'4 by th'em,(both for'4buffer stock andlofficial distribut4 
' n):for'sal' in 'tAA-j 

!Antanana.i.. .-
"4 ' 4 4'4' 4 

it S 
to ~t~rleasi'-tothe Iimplemnrting. para tatalsoforditbuonadreis 

< ' 
toe re A is responsible. for all decision's concerning the rice prior":-K' 


overall~respon'sibil'ity foir'th~e whole 4operation.44' 
 '4'-i' 

,TheTamatave"Port:,,<Authority and''the Port4 Silo are 'financi llj"4 ;y .
 4­

j2~responsible fo'&'iYe' in their;cus'tod', -althoughx manag'ement decisions-are the 

~~ ~ 4responsibilit.y of the, DSA' 4K>- " - ~ - -' 

'~'' 

4~-'4K ~ ~ 44 , *4 i~16 4 4 
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The storagi'e conditions aL this warehouse are less than ideal: there 
is no dunnage in use, there are no ,rills on the vindows, there is evidence of 
bird-entry and o ratin, but no e.,idence of water or mold damae. SINPA
 
reports that the occasional theft does occur.
 

In ccnc inu.',t , (1) the rice needs to bc umieatcd (or treated in 
some other vav to kill tLe insect.s; present), and (2) the warehouse conditions 
are not reall v ui, 1d tor me'diui term storae. 

lh, Onlu- ,on tam queried S[NrA about fumigation, and the response 
was negative. it ,puId appear that :orma! practice is to blow the rice clean 
with a blower of 1Am, W Ol, or to ra-mi l!! tiheorice at the time of sale. SLNPA 
in 'amaLave does not seem Lo use any Oher meLhod o insect control. 

8,2.2 'The pourlt A armati ,,. 

TOe Pern Aur: nm d,- lamat1.0v (PANI) ,uthor¢ties indicated that there 
are 2,357 MY ol US ood ,r Proaror rice in Iho port silo, and a total of 
10,433 MT in th- port shcds (As dt)iilod below) tor a total of 12,790. 

Vo so Amount Locat ion 

MiLyks: 29 mr: shed 416 

M/Lykps: 100 mt shed OBI 
N/LykW: 21 mt shed #Bl 
S/Lykes: 647 mt shed O1 
R/Lykes: 2 mt shed C2 
S'Turman: 9,634 mt shed #C2 

Total: 10,433
 

The evaluation team visited the port sheds and inspected the rice 
in
 
storage on June 16-17, 
1987. The results of that visit, and the evaluation
 
team's conclusions follow.
 

The 29 MT ot rice remaining from the Marjorie Lykes was found in
 
shed #16. It woold apcar to he mostly, if not all, sweepings, as it has been 
rebagged, and is;sack-d separately from other cargo. The rice is not stacked 
on dunnage, Kut thor, ace not sig;ns of insects, mold or water damage. This
 
rice should he 
inspected, and if determined to be fit for consumption, should 
be cleaned and stored proporiy, or cleared and sold relatively quickly. This 
rice does not seem to be thL target of thieves, who reportedly dislike 
sweepi ngs. 

In shed C2 we saw the -emainder of the Solon Turman cargo, amounting
 
to (reportedly) 9,634 MT. It is infested with bugs, mostly the 
small and 
medium sized ones described elsewhe-e, with the small mite-like bugs 
outnumber'ng the medium si:ed ones. The infestation is uniform, leading one 
to the conclusion (insofar as the cargo arrived in early April ,iW y), that the 
infestation begai prior to the arrival of tie rice at Tamatave. The rice is 
not stacked on dunnage, but neither is t.here evidence of water or mold 
damage. There is however, a lot of evidence of theft, especially near the 
doors. Indeed, a theft: in prog.ress was cbse:ved during the team's visit. 
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The rice needs fumigalton, as the infestation appears to be 
general i:d (insects were observed inside the sacks). in addition, there is a 
relatively lar 'e amount ot sw pings, and a quanritv of broken bags, the
 
contents o: whtich will deteriorate into 'weepings relatively 
quickly. The 
twin pro.msn & ns ,'c. ibtfsraton and thot it nor controlled immediately 
will resu ti ssi: iticant los s and/or dama e. 

Shod B! .an in many ways the worst. The following problems were
 
renorted or o serve'd: evidence of rats, 
 lack ot dunnage, theft of rice and of 
bags, poor sat.,ctkirq, and failure to rehag torn sacks. However, little
 
evidence or in ;,' cit 
 ',a s ,.b)ser,- ,d, And Lher was no visible water or mold 
dama ge.
 

h;idaCn s I I 'oPica tOU was observed, particularly near the 
port shed door,, n L ed t.Lop ot Lh st acks. Reported]y, thieves manage to 
enter the war ''',, , ie lhor remo' whole hi s via unguarded or broken
 
doors, or ,a., '"nil a:' t
iti," (5-10k,, ) out through the main doors.
 
Losses i ppbar , h-' '.,' ,' rn h !t. 
 ()'0 M'T red to be rebagged and
 
removed 
 ''A
:rmO q~ spnhp
 

iL ,, . i . in ric, :-' lon 1 utrmli i s in the earlv Stages of
 
infesta i.t U, c , , d , 0as
soon as hosible. The rice from 

the Lvk,,'; ,.rt' o , but (as is the case of the 
3olon 'T'hura'nr ii i', ', ' or,ipvm.1 'Il Nont of the rice is on dunnage 
(dunnage K no '','" ! v' ;''s d in Onr port Lrarit sheds), and although no
 
water or mold 
 dama- 'wan , ;,'r:d, 'ho hot tom laver of bags can be expected to 
be damaw','d to ; '' .:..nL. A.l Uo ri c in th port sheds needs proper

Whand! i ,,, rh.,'i nd r,:mov t om the port. 

Rep. .,d ' '', ,r' i 2.351 M' o. rice in the Port Silo, and (again
reportedly) ric, it ,inn sent ivom there to Antananarivo on an irregular

basis. h'r'r idnO , ' n m t, 
 b. a separote accountability for the rice that 
is trans',:rred t i port sill, Since Lhe rice remains in the area of the
 
port. 
 h', DSA rop .tr iiyha ; qiv.n instructions that the rice in the port
 
sheds is Lo b, 
 tra :: r'. d Lo the silo, bith. i; does not seem to be
 
happening: O port tho-ities 
 report that the last transfer was over a 

..month ago.
 

It would not seem Lo b a viable option to transfer the rice
 
presently in the port sheds to the silo: the theft in transit problem would
 
seem to be So Severe that nobody will seriostly recommend this transfer. Most 
people associated with the situation would prefer the rice to be sent to 
Antananarivo.
 

Fi nd i ng: 

1) Storage conditions 
in the sheds at the port of Tamatave are
 
unsatisfactory for the purposes of storing rice for 
the 4-5 months until the
 
buffer stock becomes operational in November, 1987.
 

2) The risks of loss and damage to the rice due to theft and insect 
necessitate its evicuit-ion from the port. 

3) Transfer 't4the rice from the port sheds to the national silo

would not seem to be a viable option due to 
the problem of theft in transit.
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8.3 

4) : mediate measure reed to be taken to control insects in the 

rice currently stocked in the SINPA warehouse and tho rice needs to be moved
 
to adequate storage as soon as possible.
 

Opt ions tor Stockt .Ianoement Until November, 1987. 

The evaluatio n tea1m 's canclusion is that all of the rice currently
 
irk s-o'rage in Tarnat lve (holh in the port and 
 in the S1NPA warehouses) needs to 
be transferred 
t: b.t Ir storac fa ilit ies. In addition, a large percentage
of the rice 900 p-rctnt ) needs tumig;ation or other insect control(te.t, 0 
measures. Fail ure 
t.o r r' I, ri I trom where i t is at present and/or to 
coatiiain the i testat iI",; ,.'i re;al iII s;i.niticant- physical uo es of
 
conmmodity. In addi ti n, I t h biter stock rice is not 
of a sur f iciently 
high quality at th- time, ,)t sale, it will not have its des ired etf ect.
 

lak i" the aboe ilo cons"Iierat ion, three opt.ions are available to
 
USAID and the 0l)i(M.
 

Option No. 1: Irant:;er rice ith so the I rom b ,ohed to the port silo at the 
port of llati ,. lie ",:luation team was not able to ins;pect the silo at 
Tar;iiat aI ti s any t 
be condi I )Id on a dote min it ion by USAl D/AntaIr :vo that the facility has 
the requi i;ct cootr )l calaciLy. Even it ti. condit ion is met, 

IId dIo ion to tran ster the I Ic e this taci lity should 

it
 
would not (i lit, pninotm1 he efLtal nat. iAn Leam) be appropriate to place the 
rice in t,o o'n Ilo, a,; d,-ami in Tamat.ave can be expected to amount to only 
approximate 1 ' 2,000 "ITfor the next year's but ,r stock operations It is be 
expected " ;Itor , o IL; 1it stock rice willthe b er sales next year be in 
AntananariOa :n additI; n, the problem of theft in transit would militate 
against t[ ,pIlotI, as would appear to be a problem that surpasses the 
autijrit ii_-s' ability t o deal with it effectively. 

Option No. 2: Iransfor thI rice to the National Silo in Antananarivo. The 
eval uatIon Ltooim viited the Nat ional Silo, which (as of June 22, 1987) 
contained oril y approximatel y 1,000 'IT of rice, against a capacity of 20,000
MT. The inst.allation appeared to be in good shape, and functioning well. The
 
SINPA authorities at the Silo reported that 
the rice could be treated with
 
pu~verized insecticide at the 
time of entry into the silo, and periodically
 
thereafter, and that in.iect control was generally not a problem, provided that
 
the requisite chemicals are available on the market. The Director of the silo
 
indicated that 
the whole amount of rice could be received at the silo in the
 
space of 45-60 days. From a technical point of view, this would be the best
 
option to deal with the carry over stocks remaining in Tamatave.
 

However, it would appear that. certain modifications would have to be
 
made ta the manag:nent procedures currently in place 
for the buffer stock if
 
this option is to be a viable one. SOMACODIS is currently the sole
 
distributor of buffer stock rice 
in Antananarivo. However, SINPA has an open­
ended management contract for the National Silo. Heretofore only rice
 
destined for SINPA has been stored 
in the silo, as the implementing
 
distribution parastatal is responsible far all storage and other costs 
once
 
the rice is removed from the port. if-SOMACODIS is to be the distributor of
 
the buffer stock rice in Antananarivo next 
year, and SINPA is to be storing
 
the rice, fumigating it, and rebagging it for subsequent sale, a mechanism t
 
compensate SINPA for the above activities will have 
to be negotiated among
 
SINPA, SOMACODIS ani MPARA (DSA).
 

20 



9.0 

Option No. 3: Distribution of 
the entire amount of Food for Progress rice 
remaining throu,.h the official distribuLion system. It is impossible to 
predict exactly how much rice w'ill be required for the buffer stock next 
year. However, there is little indication that more will be required next 
year than was ut ilii d this year, proided that the -elease price is set at 
460 FMG/k,. It t his price is set at i lower level at the beginning of the
 
operation, or if 
it is reduced as the season progresses, it is possible that
 
more than 15,000 MT will bp required 
nothwithstanding, it would appear that 

The above imponderables 
a target buffer stock of 15,0C0 MT 

would be reasonable. 

As agreement has een reached thit 
the US Food for Progress rice can
 
be used to reimburse the 
GDRM for t.e Soviet rice that was utilized for buffer
 
stock operations in Antananarivo, the 30,000 MT of rice supplied under year
 
one of the program1 are available as follows:
 

--total s.upply 
 30,000 MT
 
--diatribusth d in Tamatave 
 2,000 MT
 
--rcimbur;.d the CDRM
to for official 

di s r i i i on 13,000 MT
 
-- total available 
 15,000 MT
 

As it rarn, out , it would appear that the GDRM has taken 
approximately 14,00 MT ofirice for official distribution from the ['FPr

stocks, and this, cembined with losses at the port. leaves 
a total of 13,000
MT of FFPr ri' : ,va iable fcr yea r-two operations. in addition, of the 5,000
MT of rice suppl ied by WFP for tha buffer stock. reportedly 4,500 MT remains
 
in s;tock. It w nLd appear, thus, that supply and demand for buffer stock rice
 
are in general equilibrium for year two. Insofar as the effect of the buffer
 
stock has been mainly pychological (tWe 15,000 MT distributed 
represent

approximately R% yearly rice utilizaticn 
in Madagascar) it can be concluded
 
that the physical presence of the buffer stock (and not 
necessarily its use)

is a very important consideration. As s;uch, it would not 
appear to be
 
advisable to draw the stock down to very low levels during the 
buffer stock
 
season. For this it is not
reason, advisable to transfer all 
or much of the
 
Food for Progress rice to the Official Distribution system. ltonever, as the
 
buffer stock season progresses, USAI1/Madagascar will have to monitor
 
carefully the amounts of rice sold through the buffer stock, and arrange 
to
 
transfer amounts thought to be surplus to 
the official distribution system so
 
as to have utilized all the rice provided in 1986/87 at the latest by April,
 
1988.
 

All) Management - Donor Coordination
 

The prospects for achieving the potential economic benefits of the
 
buffer stock and rice market liberalization programs, and for a,,iding harmful
 
market effects of improper implementation, can be strengthened by effective
 
donor oversight and assistance to the 
the CDRM management of the activities.
 
Given the policy interest and resource 
investment in these activities by all
 
participating donors, program policy and implementation decision making should
 
better reflect a consensus of opinion among all participants.
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9.1 Stock Ovprsighr 

As noted in the preceding section on the management of the buffer 
stock, serious problems have arisen over the past year regarding the physical 
state of the FlFPr rice in stock in Tamatave. The rice has been held in unsafe 
and unsantary conditions since delivery, apparently without much if any AID 
recognit ion oI the :in C iion (by local ly or reqionaLly based personnel ) or 
influence ovr o 'cnditions. p much rice0 1e I ,r"; tahat, as as 14,700 MT of 
may have be,.n r.iv pr:'r o the (I)RM Of ficial Disturibution system, versus the 
10,000 MI approvd t, ;to r N N . F'.''r ti, act that confusion exists over 
whether 13,000) or i, AT wdr o, underlines the lack of adequate 
monitorin,, o 10 n,. iF'r ri' . FI'nAllv, the aCt thaIt USAID/adaigscar was 
dependent, for mo ,roram t ic rporting, ,on G[),M and oLho- donor sources
 

rniA d All) ability to pL y a proct ive rote in butter stock policy
 
formation and op,,r itIo l do ion ma k ing .
: s 

ind: , : N) mu t drast ically ir r w ..AS mon toria capabilities 

for the F'Pr p II' g qpjr1rat ed by 01.an ctiye monitoring system 
can be used to satisty US( resourCe management regulations (e.g. [Be:f mon
 
Amendment re uir.*mov :), :., , uar, (I)RM compl iance with the specific
 
terms of rhc '- .~q :ron ,o"rrin use )t fthe commoditei.;, and provide
 
programrmaric in rm '' n both e operat.on; of the buffer stock and its
 
impact o n. 'C ( .v. i:l~nd -- ,- ido price tfects) which will be useful
 
for conti o s d ,0r ,and .; O a'alni t oi lid policy formulaLion.
 

1 .. ',~. ,~; should ac as q ,. ly as possible to establish 
and stit a :01 '''-i, onitoring and uva; uaLiori capability wi.thin 

USAIDadascar. rMdat act,;ons should include the recruitment of at 
least tw local h r.Mata ,asy food monitors and the establishrnenL, with the 
assistance 01 RVDt.O1 -A Rg,'ional Food for Pe:ce Officers, of a program 
oversight systLem. I.dlinl steps should include Lhe expansion of the USAID 
USDH staffing la!.'' o allow the recruitment of a professional Food program 
manager (as r,,unLd by USAiD in its FY 1989 ABS). if this recruitment is 
delayed, a ful-t im PSC food pro gram specialist should be hired to provide 
necessary ,;ircr:i on and supervision for the local hire monitors. REDSO/RFFPO 
should schedule periodic visits to assist the contract personnel with the 

,estoblishment and implementation of the. program monitoring and evaluation
 
system.
 

9.2 Buffer Stock Pricing Decisions
 

The discussion of buffer stock pricing decisions in Section 3 of
 
this report notes that subsequent to the general decision on price levels at
 
the beginning of the program, a price reduction was instituted following a
 
March 1987 meeting between representatives of the GDRM and IBRD headquarters
 
in Washington. As implemented by the GI)RM, this reduction has had unfortunate 
negative impact on the ultimate goal of, stimulating long term increases in per 
capita rice productian. The process by which this decision was reached, i.e. 
a private CDRM/IBRD meeting without representation by the two donors of the 
rice in qestion, was equally unfortunate. This lack of a collegial approach 
can have a chilling effect on Lhe close collaboration necessary for the 
success of the buffer stock and broader reform programs, and ignores the 
legitimate interests of donors in sUpvervising and jointly programming the use 
of resources provided under bilateral agreements. 
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[Finid i ng: impor tint buffer stock pri'c:ng decisions were taken
 
without the adv 'ice and ::onswn: 
 o t he doorr ,r: icipat ing in the program. As 
a result o the pric:e -'oduc.n d c i n in Marc:h 198 7, the QORY may have
 
violated Lh term; ,: 1ai P Pr a,grpmcit, which re',irc's 
 "The rIease pri( 
at which th, , es b,.' ,,d will hj qo1ri, will 
 n( A)I o not undoermine
 
private markeli. !,dom tic ri 
 ,d willoth reviewud at repgular

intervals." (F:Pr Ar m:ochm nt \ - P 
 rnm :cripti n; Item t B) 

::::::::Id
R... .... ,i O er na aid p llicy decis ions reg'rd:ng the
 
buffer m ae
.ock, pair hip uses o ,'i:rric, : including Put. ntc I imited 
to the releas. pr . tI initn & q,lp,, And ina'aphic cove .',.e; should be made 
.ointly y th, iil..i and ail donors inal,'sod :n he butfer .ock program. 

9.3 Bank rd
WF1 and Wo rld I.-ml n ion
 

Toe .4" ao& OD.) on techical and poli y issues respecLvely, can 
and should pila Way re' i n roar in,:a. it'a ut the inLernal 'pert:it ons of the 
buffer sock and th- inter 'e , ionsA n s i v tllihe buffIlr sroi:k and other
 
elements at ' trh'o . .,!oarm P, 
 r, . 'hr, air , howav'r, majori s;;p which 
need Lo he d'' 'i to[- hh, ;' aO ini'-a[ :t cnin exercise
 
thei r coo clrdiA11 1, W OP full confidence o th don ors.
 

Find p N P- iw '' 01 ,~An l (1 Lh' OR e i pi I cyrol e 

authorinyi n dwn ,r ' dia ith''4s t he Ol . Dnorsn ve a: legit imate right 
to advise nAn dc u'(' t tho proj,,r,:tm,'tcc decisions which iv:'.'ol .e the use of 
bilaterally ,:n alp res)':rces;. 

''1h,'ornd '''o,.'ohi ch Lrigger al locat ions)5 tra WIP project Maldagascar 
3123 to Lhe buffr, c program; murst be clarifiad. AID reprrsent ives in 
Antananarivo and W4ashingLon: ha; been operating under Lhe assumption, based on 
their reading of the projerL (ilcumen t , LIlaL WFP - programmed rice would be 
supplied cnly in he vent Lhat no (her supplies were available for the
 
actual raclire'ir its: Lthe bufelt-r 
stock. The WFP represenrtative in
 
Madagascar', h w v'.', ;d be
rfss, to 
 unaware ofJ Lhese conditions . His view is 
that the G[IJM tinds i. ooi -ic-catlyuseful not to have Lhe buffer stock program
 

..Linked ,xclusi ,ivolto.
on-, iil r al donor. The sales proceeds will also atllow 
WFP to tN:iance pro ,ct' i for whic cit her funds are not available. The WFP and 
GDRM have already called torward 5,000 MT of rice for the program, and were
 
planning another 5.000 MT delivery unLit questions from Al[) induced them to
 
postpone the shipment. Unless agreement the contrary is reached, however,
to 
it can be expec-d that additional quantities will be programmed regardless of 
the availability of other rice stocks and donor commitments.
 

Recommendations: 
 AID. IBRD and WFP representatives in Antananarivo, 
and if necessary at the headquar'ners level, should confer on approaches to 
strengthening buffer stock decision making. Agreement should be reached with
 
the GDRM on a more formalized consutative structure, including
 
representatives of all concerned donorj, 
related to buffer stock policy
 
formulation. The role of WFP food allocations to the buffer stock program
 

23 



needs to be greatlv clarified anld firm understanding reached on the conditions 
under which Lhe WFP donaLion can be utifiz'ed. 

10.0 	 implications for Year Two of the Madagascar Food for Progress
 
Program
 

Dec isions 	 nn0ho appropriartenpqs oz and need for a continued FFPr 
program in Madglascar .r, influenced by a nunber ot factors. The econcmic 
reform and hr i :at ion p rogram ini iated by the CDRM , with support and 
encourag ement trom th, donor cm,'maiity, is generall. viewed as proceeding 
correctly, ,. snt m..haV more luIv rhan :desired. It merits continued 
support. f1h,: sto m,i- rkw,ltion 1 
short-term , f I trt i,, a,':j ro e oluct at ions in consumer prices, but 

but r t 	 program has accomplished its 
needs
 

to be closely monil ,d anud cotrolled to d Ptect and prevent abuse of its 
power Lo 	 i Ia ce Q' ma,,p'e C. [he large rice stocks carried over from year 
one (1986-8?) ofi rW.. trpram p:ovide AID with a means of inffuencing 
policy ormultin ,rd Cho use of tho boffer stock in 1987-88, but future 
access to 	 polic -mikinni ora is not guaranteed. 

10.1 	 Food Assstane R:equirement-; 

Of primary ilmporLan ce in con;iderin g the need for a continued 
program is a food need sse'ssmennt for the coming year. Current best 
estimates are .ha no idditional rico will he needed for the buffer stock 
program in the 197-88 se ason. The for other basic suchneed foods as wheat 
or edible oil is uncertain iven existig import plans and expected donor 
assistanct: (d 1 e1 and Section 416 Sugar Quota Compensation). Other 
variables lnu aitt lhe need for food assistance. In addition to existing 
import plan;, anrexpect ed donat-ions can upset CDI{M import planning 
assumptions. This was the case in 1986 when a delivery of rice provided by 
the Soviet Unior s bstantially altered the national supply situation. Total 
rice imports Irst 124,100 I1' for the year, rather than the 80,000 MT 
anticipated in GDRM/IBRD planning. Future unplanned donations, which the GDRM 
can or will not retruse for pol itical or economic reasons, could have an 
equally nrortitt etf[ct on overall requirements. 

On the other side of the available supply situation, local 
production can he equally difficult to predict. Madagascar depends on local 
paddy production for the vast majority of its rice consumption requirements. 
That production is very vulnerable to shifts in weather conditions. In a good 
year, such as 1985-37, production can surpass expectations. At other times, 
damage from cycLones during the paddy growing season can greatly increase the 
rice import requirement, literally overnight. Food needi assessments
 
therefore must be conducted periodically throughout the ycar to account for
 
variations in both local production and actual imports.
 

10.2 	 Other Considerations
 

The [Rr program in Madagascar provides a number of other benefits
 
to the two governments. The USC enhances its position in relations with the
 
GDRM by being responsive to the resource requiraments of the CDRM reform
 
program. The FFPr program provides an outlet for the productive use of
 
American farm surpluses. The GDRM enjoys important debt relief advantages,
 
and reduces foreign exchange import payments, because of the grant nature of
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the FFPr program. These factors will all enter into a decision on the future 
direction and cnt-n t of the Food for Progress progranin Madawascar. 

Findi n g: All) and the DRM need tG reviw the need for o Food ior 
Progress pT ,r a c iity in 1988. (Civun thil addil I 1,l rice impcjrts will 
likely nor loe r wir in the. near !utr , Je: i n sioild h"n reached on 
whether , .r tod :,t, dnd rs;u -co io' rql'irpment; can or should be met 
throuh a ,na " ," v.tc:an FF r m 

R tmm , v ):n While awaiit n those analy:ses, it would he useful 
for advance Inn.l, it dolar-We e budgret: were ,sizablished For year two of 
the O!iNr, l owiti a FPL 480, Title I mouel. Given the uncert ain and evoLvLng 
commedi i v r,:i r:me. in Madagascar, it would he useful it the CI)RM and JSAID 
had a rat'L levil o unding against which they could draw down a variecy of 
avai lab e eurirnumod i s, at more then one time during thP year, as needs arc 
idenitid. This HUXibililV it ; essential if FlFPr program planners 3re to be 
able Lo rei;:ond to Vehe still variable nature Af Madagascar's agricultural 
product ion and import capaci tv. 
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U.S. Ambassador to Madagascar 


USAID Representative 


USAID Ecuomist 


Director, Office of Food Security (DAS) 


Director, Division of Studies (DAS) 


Office of Agricultural Extension (MPARA) 


Ditector General of Somniqc (and staFf) 


Director of Marketing fior Sinpa 


Director of National Silo (Sinpa) 


Di ector of Sinpa (Toamasina) 


Director of Oparorions Port of Toamasina 


Director General Somacodis 


Direccor General of Sinpa (Antsirabe)
 

Director of Marketing of Coroi (Musabe)
 

Agricultural Extension Chief 


Vice Presidert., Fokotany cf Antsirabe
 
Peasant Association in Lac ALaotra 


Farmers in ODR Project (Antsirabe) 

%Project Staff FiFAMANOR (Antsirabe)
 

World Bank Economist 


World Food Pregram Resident 

Representat ive
 

World Food Program Program Officer 


EEC Economist 


Independent Consultant 
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- Mr. Sam Rea
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- M. William Rabemanolontsoa
 

- M. Remusat
 

- M. Raymond Randriananisoa
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- M. Leon Razafindranovana
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- M. Elson Randriamanana
 

- M. Vincent Radanielson
 

- Betafo
 

- Ambojanatiany, Ampanamina
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- Ms. Tina Kimes
 

- Mr. AryLd Oyen
 

- Ms. Susan Nelson
 

- Mr. John Crosthwaite
 

- Mr. Elliot Berg
 

- Mr. Peter Robinson
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APP[NDIX I 

\MACIIAT UFW STOCK1-FER ('AL(:ULAFION 

Figure I
 

Oosts associated with a retail price 
of 479nD /rKgin the area of Ambatondrazaka (Lac Alaotra). 

227 Dng/Kg Farm Gate
 
(Paddy Price)
 

240 Fh/Kg At Mill
 
(Paddy Price)
 

25S FTg/Ka Milled Paddy Value 
(414 Frn'j/Kg) (Converted to rice) 

437 n ./Kg At Warehouse 

445 Fbg/Kg At Distributors Warehouse 

54 F"/Kg Wholesaler Price 

479 FnTg/Kg Consumer Price 

Frcw this distribution it was decided that 480 Fmg/Kg is a reasonnable price 
for the consumor while it still gives an incentive to the producer, and the 
other participants in the rice marketiag system. 


