


ENTER INFORlUA'l'HQN ONLY IF NOT INCLUDED ON COVER OR 'FI'FLE PAGE O F  DOCUMEDI'B' 

Knowledge and Eifectivs Policies for Environmental Management (KEPEM) PAAD 

1 I 
7. Pagination 8. Rcport Numlxr 9 S onwring A.I.D. Ollicc 

I I  -----I+ I 

11 
7 

Madagascar is depleting its natural resources at an alarming rate. This degradation is upsetting the ecological 
balance between people and resources and the economic cost to the nation is high. This next decade is 
critical to setting in place the policies and incentives to reverse these devastating trends and encourage 
sustainable natural resource use. 
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FROM: Linda Brown, PDO -'-'- A 

- - -  / ? c  - 
SLBJECT: Program Assistance Approval Documcnt (PAAD) and Authorization 

PROJECT: Knowledge and Effective P~licies for Environmental Management 
(KEPEM) 
WA NO. 687-01 15 
Project No. 687-0 1 13 

I. PWQBEIE,'tf: Your approval is required to: ( 1 )  approve md  authorize the Knowledge 
and Effective Policies for Environmental Management (KEPEM) Progrm with a five 
year Life-of-Program and a funding !eve1 of 533,000,000; (2) authorize a commitment of 
5 15,000,000 for the KEPEM Program; and (3) approve and autkorize the IEPEM Project 
with a five year Life-of-Project and a funding level of 99,030,000. W i l e  being approved 
aiid obligated separately, the Program and Project share one Program Assistance 
Approval Document. 

Madagascar's natural resource base is seriously threatened. The scale and intensity of 
deforestation, loss of biological diversity, soil erosion and associated declines in overall 
land productivity are unparalleled. The negative impact of environmental degradation on 
the economy is very high. The economic cost of decreased agricultural productivity due 
to soil loss and fertility decline loss of productive forests, damage to infrastructure, 
because of soil erosion, and the costs of infrastructure maintenance and redesign is 
estimated to equal between 5 and 15 percenl of Sladagascar's GDP annually. .-- b# 

;$ap 
"y$$ 

Awareness of these problems led the Government of Madagascar (GOM), with broad x+k ,.hi?; 

donor support, to develop a national Environmental Action Plan (EAP) as a framework $:# 
.&YL 

for invcstmeilt to protect natural resources and at the same time foster ecologically arid 
1- pg.gx 

economically sustainable developmer!. The EAP is a complex, fifteen year effort, and 
USAID h a s  assumed the role of principal donor in the biodiversity component of the plan, 
and mai or dorlor in -- the i ~ ~ t u t i ~ n ~ _ r r r e n g ~ ~ ~ n i n g ~ ~ c o m p ~ n e n : ~ - . .  - -  -a gq FL 
The KEPEM Program builds on US AID'S dialogue with the GOM and other donors on 
issues of biodiversity conservation, natural resource management and sustainable 
economic growth that has taken place over the last seven years and is reflected in the 
EAP. It will support implementation or' reforms that are well-defined and where the 
GOM is ready to proceed. 



The god  of ICEPIN is to estziblish sustainable human and natural ecosystems in areas of 
Madagascar where biodivmity is threatened. The subgoal is to encourage sustainable 
natural resource management. The purpose is to create a policy and instituuonal 
framework of incentives and revenue generation to achieve the subgoal. The program 
comprises both nonproject assistance ( W A )  and project assistance. The NP.4 component . 
involves disbursement of 533,000,000 in four tranches over four years based on the GORl 
meeting performance criteria considered essential to achieve program goals. The project 
component has a total value of 59,000.GOO and extends over a neriod of five years. The 
Project Assistance Completion Date (PACD) is May 31, 1997. 

The policy reform agenda targets three intervention areas: developing the institutional 
capacity to implement the EAP; facilitating local-level natural resources management 
initiatives; and, fostering improved natural resource revenue generation and expenditure. 
Under the first intervention area, KEPEhf will reinforce the GOM's commitment to the 
EAP through developing the institutional capacity of the National Office of the 
Environment (OWE) which is responsible for coordinating the implementation of the EAP. 

Under the second area, KEPEM will carry out assessments of land tenure, lacal 
governance and conflict resolution issues in selected sites where USAID is already 
supporting ongoing project initiatives. These assessments will lead to recommendations 
for regulatory changes in the selected sites, which could serve as models for wider 
legislative changes favoring improved. local natural resource management. KEPEM wlll 
also support the NGO community to clarify the regulatory environment concerning NGO 
organization and operation to encourage partnerships with local associations. 

Under the third intervention area, KEPEM will assist the GOM to revise the stumpage fee 
schedules for harvesting trees, improve its collection and accounting system and expend at 
least fifty percent of these forest revenues on improved natural forest management. 
Under this third component, a National Environmental Endowment Fund will be crated 
to provide a continuous source of financing for environmental actions. The GOM will 
capitalize this fund in the equivalent sum of S 12,000,000. 

Reform initiatives involve the following: central policy iormulation and coordination 
entity implementing the EAP effectively; new legislation in force outlining community 
and MGQ rights and responsibilities with regard to sustainable natural resource 
management; and, the availability of financial resources for susmnable natural resource 
management and biodiversity conservation. The program will lead to increased 
biolo~ical diversitv conservation and imuroved natural resource mananement. includine - w a- *--- - .8 - 
increases in environmentally sound investments.. Beneficiaries will be local natural L 
resource users who will benefit from improved local regulatory incentives, better 
organized local associations and NGOs and increased, custatnable financing through forest 
revenue generation and the National Environmental Endowment Fund. F 

r 
I 



Project activities support various aspects of the program. Long-term technical assistance 
will assist ONE with EAP coordination, role definition between the various actors 
involved in the EAP, and policy formulation and implementation. Three assessments will 
address land tenure, local governance and conflict resolurion. These assessments will 
lead to draft legislation, regulations, andlor policies to clarify local level natural resource 
management. Technical assistance will assist the GOM in developing legislation to allow 
NGOs to organize, rase  and spend funds and serve as effective partners with local 
associations in sustanable natural resource management. Technical assistance will help 
the Depmrnent of Water and Forests (DEF) to design and initiate forest inventories, 
revise stumpage fee schedules, and Improve financial management systems. Long-term 
technical assistance will also assist the GOR1 to help structufe the operation of a National 
Environmental Endowment Fund in order to fund long-term efforts in natural resource 
management. 

Program iniplementation will invollc key players within the GOM, USAID, and the NGO 
co~nmunity. Within GOS1, implementation of KEPEM will involve the Ministry of 
Finance, responsible for the overall oversight and coordination of the Program; the 
hiinistry of .\grlculture and Rural Development, the parent ministry of ONE; ONE, the 
principal executing agency of KEPEM; and DEF which will be 2 key technical agency for 
program implementation. Within USXID, the Agriculture and Natural Resources (ANR) 
Office will be responsible for the overall management of KEPEM. The Environmental 
Officer will be the KEPEM Program Officer and will be assisted by a Program 
Coordinator who will be responsible for the day-to-day management and coordination. 
The Program Coordinator's responsibi.lities will include monitoring the performance of an 
institutional contract and overseeing the activities carried out through AIDIW centrally 
funded projects. Both the institutional contract and AIDIW centrally funded project; will 
provide technical assistance, training and commodities to carry out project 
implementation. The NGO cornmuni1:y will pmicipate in establishing the National 
Environment Endowment Fund and two representatives from the NGO community will 
seRe as members of the Fund's Board of Directors. 

joint GOMIUSAID management responsibilities will be at two levels. The first level will 
be the KEPEM Evaluation of Program Team (KEP'T) which will be responsible for 
determining whether the program ha!; met performznce criteria in order to t r i g ~ e r  release 
of tranche disbursement. The KEPT wlll consist of the Ministry of Finance, the Ministry 
of Agriculture and Rural Development, the Ministry of Budget a d  P l a ,  &id [he Director 
of USAID, and any other ministries relevant to KEPEh1 implementation. KEPT will 
meet twice a year to review progress and achievement of program performance criteria. 
The second level will be the Program Implementation Committee (PIC) which will be 
responsible for reviewing on a mare reeular basis progress towards the end of woeram - ----------.-a ---------- 
objectives, including performance sritcna and projectized outputs. Members will include 
representatives from ONE, DEF arid other technical ministries as appropriate, as well as 
the USAID KEPEh.1 Program Officer ar.d the KEPEM Program Coordinator. The ONE 
representative from the PIC will serve as secretariat to the KEPT. 



A s u m m q  of the prograndproject ~llustrative budget appears below. The NPA funds 
will be disbursed by A.I.D. in four separate tranches, expected to occur in June 1992, 
October 1993, October 1994 and Apnl 1996. The GOM will use each tranche 
disbursement to service eligible debt as approved by USAID. The funds will be 
disbursed into a separate account In a U.S, bank ur institution as established by the 
Ministry of Finance and will not be commingled with funds from any other source. The 
hiinistry of Finance will instruct the U.S.  bank or institution to release funds for direct 
payment of the specified debt. The Ministry of Finance will then submit proof to USAID 
that the debt has been paid. The bank or institution will maintain records adequate for 
the tracking of program dollass and will report monthly to USAID about disbursements 
from the account. 

Project funds will be used in accordance with the budget presented below and the 
procurement plan included in the PAAD.  



ESTIMATED BUDGET E X P E N Q I W W  

1992 1993 1904 19% 1 C C 3  1 C?3? 
YEAR YEhP. Ern W3.R WhP?, YEJiEJI NL 
ONE 'IW0 THREE FOUR FWE S UI; WAG 

Shon-Term TA (Buy-In)  u36.6d1 525.314 0 0 0 0 1.011.955 
TOTAL TECHNICAL ASSIS1'Ah 'H! i 3686.054 62,105,047 61,443,976 $1,462,273 fi1.039,EilU $505,289 87,m3.3261 

Buy - lo 15.000 31.500 0 0 0 0 Jb. 500 
TOTAL I'RAIMNG Sl5,000 Sll0,tSO 8115,762 3273,644 6164,093 8578,7501 

111. CGPANlOUlTIES 
I m t ~ ~ u t ~ o n a l  Contract 
Buy- In 90.000 0 0 0 0 0 90.000 1 

TOTAL COMMODITIES , S297,SOO $136,125 $52.50 160 SO 8485,1251 

IV. EVALUATION 0 0 100.000 0 100.000 0 W.000! 

V. AUDIT 0 15.000 15,OOO 15.000 15.000 0 60.000 ' 

GRAND TOTAL KEPEM PROJEtX COST $9,048,482 S9,469,743 $1,840,601 89,733,463 $11,376,109 $531,603 S 4 ~ ~ , ~ I  1 



g, comprehensive monitoring and evaluation plan is included in the PAAD. There will be 
two evaluations: the first evaluation will take place 18 to 24 mon:hs after project 
implementation begins and the second will take place I:! to 18 months before the PACD. 

AS pa-t of the design process, the follov~ing analyses were conducted: social soundness, 
economic. institutional, forest resources, endowment Fund feasibility, and environmental. 
Summa.ries of a c h  are included in the P.AAD, and full versions are avalable as annexes. 

A. The following issues were raised d u r i ~ g  review of the P h I P  in AIDJW and have been 
addressed as noted: 

1. Chaneiag Behavior at Coanooluriky Level. 'The ECPR required more clarity on how 
KEPEbl's policv changes combined wirh the Sustainiible Approaches to Viable 
Environmental k n a g e m e n t 9 s  (SAVEM) aciivities will change the way local communities 
use natural resources. The focus of SAVER1 is to test the hypothesis that local 
populations will alter their behavior in favor'of an increased conservation of natural 
resources if they see a relationship between their economic and social well-being and 
conservation of protected areas. KEPEM has a broader focu: than just protected areas 
and thus deals with more generalized incentive sy:tems affecting decision-making at the 
local level. It wi!l address the policy and institueioiial char~ges necessary ?o make 
conservation sustainable in the long term. At the local community lztel, KEPEM will 
address necessary regulatory changes in the2  focus areas: land tenure, local governance. 
and conflict resoluticn. Thus, experience gained from SAVEM will be of direct interest 
to KEPEh1 in defining the necessary regulatory changes in the focus areas. 

2. Conditionality - Fured End Points for Sector Reforms and Focusing the 
Conditionality. The ECPR required that the PAAD: (a) contain clear initial conditions 
and tixed end p i n t s  for sector reform and (b) identify a few, fundamental areas for 
conditions. The final stages of design work has prirnanly focused on these ECPR 
requirements and has therefore eliminated all conditionality related to ecotourism and 
supply of extension services; reduced performance criteria in the area of institution 
building; and, has greatly simplified the remaining performance criteria areas to 
fundamentid regulatory changed by the GO16 

3. Mission Management Capacity. The ECPR stated that the Mission must increase the 
direct-hire staff before expanding into other sectors because the existing staff would be 

--suercked- ro- t h e  iimirirr-marragimgrire-currenrponfo'rio~- ~nce-r i rcEL^PFt-rw0-new- -- 

positions have been added plus under tne Mission's reorgaization plan a separate Natural 
t - 

Resaurces Office will be created which wlll be headed by a senior Natural Resources 
Officer. These organizational changes and staff additions will assure adequate 
management of the Program. The PAAD also builds in the posltion of a Program 
Coordinator. 



4. $ r o @ m  L%araeial FeasibilityY The ECPR war concerned that the KEPEM may bc 
urlderfunded which in fact detailed analysis confirmed. An additional Delegation "f 
~ u t h o k t y  for $7 mi i l i~n  was ~equested and approved (Set: Annex HI). 

B. The following "special concerns" were raised, 2nd have been addressed as follows: 

1. Local-kvel Perspectives. As required, the PAAD describes in the Social Analvsis 
how the rural. and urban poor, including women, will be involved in program 
implementation. 

2. Logical F m e w o r l r ,  This concern required a Program Logical Framework to be 
included in the PAAD. Based on the AIDJW review held at USAID/Madagascar in July 
1991, i t  was decided that the policy matrix for both the program and the project would be 
acceptable as a substitute for the Logical Framework. 

3. Required GObB hgblative Actions. As required by FAA Section 61 1(A)(2), the 
PAAD identifies GOM legislative actions needed to accomplish program objectives. 

4. Host Country Contribution. Concern was expressed regarding the use of l d  
currency generations from the dollar disbursements as the required 25 percent host 
country contribution. This is not the case in KEPEM. The p r o e m  will not generate 
local currency generations because dollar disbursements will service eligible debt which 
do not require local currency genentions. The GOM will contribute the required 25 
percent by providing $12 million to fund the National Environment Endowment Fund and 
a remaining $2 million from the required support of 20 percent of ONE'S recurrent cost 
budget and in-kicd contributions such as office support, office space, and salaries of 
counterpans provided for the institutional contract team. 

5. Protection of Vulnemble Groups. The PAAD discusses the protection of vulnerable 
groups from possible negative consequences of the reforms in the Social Analysis found 
in Annex IX. 

6. Disadvantaged Enterprises. As required, the PAAD contains a discussion of the u s e  
of disadvantaged enterprises in program implementation. 

7. Dollar Trackhg. The PAAD does not attempt to seek an exception to dollar trackng 
requirements; including GOM financial management capability. The PAAD does fully 
describe the dollar tracking mechanism to be used. As the dollars will be used to service - 
pliaiblp debt .JC qpprr.r I& k*t ~ ~ ~ - ~ ~ p L i ~ j i - ~ ; f ~ f * ~ ~ i i ~ ~ ~ r ~ i i ~ S ~ ~ i O p ~ ~ ~ ~ ~ n C r ~ ~ j ~ - I ~ - - - - - -  --- '- --" "--.,T"--U ttC7--WJ- 

dollar disbursement will be used to pay directly eligible debt from the U.S. bank account. 
Dollars will not enter Madagascar therefore, a financial assessment does not need to be 
made regarding the GOM capability to manage the dollar separate account. 

z. 

- vii - 



The PAAD h a  refined and clarified the reform agenda proposed in the PAIP. The main 
difference henveen these two documents is that the PAXD has focused the reform agenda 
on the legislative changes that are r~ecessary to attain the program objectives. Focusing 
the reform agenda was a major issue in the ECPR review and was a predominant concern 
during PAAD design. The purpose level was changed to reflect this concern. ,.llso, 
PAAD design eliminated program activity in the development of ecaourism as i t  was 
believed that work in this area would not result in needed changes dunng the life of the 
program. Finally, another significant difference between the PAlP and the PAAD is i n  
the institution building component of the program. PAAD design determined that 
institution building mainly required project assistance rather than policy reform in order 
to develop the institutional capacity of ONE to implement the EAP. 

A. Documentation 

I .  Statutory Checklist. That statutory checklist is included as Annex IV. Detail is 
provided concerning the program's relevance to specific Development Fund for Africa 
(DFA) priorities. 

2. Cash Transfer Approval. It was decided that the merits of a cash transfer 
outweighed shifting to a CIP late in the design process. As required by STATE 037533. 
the Mission sought and received approval to go forward with a cash transfer program. 
AIDIW approval to use a cash transfer mechanism for tranche disbursement is included in 
Annex I11 of the PAAD. 

3. Approval to Service Eligible Debt. Also irlcluded in Annex I11 is AIDIW approval 
to use the cash disbursement to service multilateral eligible debt. 

4. Lnitial Environment Evaluatioln (IEE). AIDIW has approved a negative IEE for this 
program which is attached as Annex V. 

5. SourceIOrigb. The alrthorized A.I.D. Geographic Code foi procurement of goods 
and services, with thc exception of ocean shipping, air travel and transportation services 
is Code 935 and Madagascar. Shipping and air travel/transportation regulations are 
specified in the Program Grant Agreement. Generally, all reasonable efforts x e  to be 

--made-rrmaximizc-procuremenr ~gwus-rurd-servicesirom-rhe '%s?i-rr-~upp~-oi-"~Bcrp- ' - --  
America" arld tne desire to maximize U.S. procurement, the Mission will "other!.lse 
agree" on a case-by-case basis to selected non-U.S. procurement as permitted by the 
Project Agreement and applicable DFA procurement authorities. 

6. Technical Reviews. Relevant sections of the PAAD have been reviewed by the 
REDS0 Regional Legal Advisor, the Regional Commodity Management Office and the 
Mission Controller. All clearances have been noted on the PAAD clearance sheet. 



B. Twenty-five Pcn'cent Host Country (ContriPI)tsti~~~. The GOM will provide tllc 
quivdent  of $14,00O,OQO in support of IEPENI. This amount q u a l s  the rcquired 25 
percent contribution of the ovenll total cost of the program at S56,000,000. Thc host 
country contnbution will consist of the equivderlt of ?~12,000,000 for the endow~nent fund 
and S2,000,000 from the required support of CINE'S recuncnt cost budget and in-lutid 
contributions such as office support, spacc and salaries for counterparts provided for the 
institutional contract tarn.  

hlission reviews were held on February 29, 1992 and March 17, 1992. All relevant 
hlission Offices were represented at the reviews. The following issues arose and were 
resolved. 

A.  The Endowment Fund. The original design incorporated the financing of thc 
Endowment Fund as a Condition Precedent. In order to clearly demonstrate that 
providing financing to the Endowment was not to be considered local currency 
generations, financing of the Endowment Fund was made a part of the host country's 
contnbution and not a Condition Precedent under the Program. 

B. Sustainability of ONE. A Condition Precedent was added to the program that 
requires the GObI to budget recurrent cost support for ONE before the third tranche. 

C. Additional Conditionality. It was decided that additional conditionality was not 
required relating to land tenure, budgerary support for DEF and requiring logging pcrmits 
and enforcement. However, the requirement to open a U.S. bank account was added as 
well as the recumng conditionality which requires presentation of a list of eligible debt to 
be paid with the release of each tranche disbursement. 

D. Composition of the KEPT. It was also decided that the KEPT would be more 
efficient if composed of GOM representatives at the SG or DG level. Besides the USAID 
Director and ONE as wretariat, the KEPT will include high level representauves from 
the Ministry of Budget and Plan and the Ministry of State for A.griculture and Rural 
Development. 

1'111. DELEGATION OF AUTHORITY 

An ad hoc delegation to the field was necessary because the total LOP exceeded $20 
million. Delegation was granted in State 077050, dated March 10, 199 1 for a total 
combined program/project amount not :o exceed 535 million and was later amended by 
State 130214, dated April 24, 1992 to increase the authorized amount by $7 million for a 
new Life-of-Program funding of $42 million. 
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P ~ G C R L M  1 . 5 5 1 5 T L W E  I 1070w1edge and Eflcc t ive  Policies 
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OM: 

The attach4 PAAD contains justification for a $33,000,000 program nce grant and 
a related but independent $9,000,000 project consisting of technics1 assistance, training, and 
pnlmodities, all of which are for the purpose of supporting policy reforms wilich will create 
a policy and institutional framework or' incentives and revenue ger~eration and use that 
encourage sustainable natural resource management. 

The facesheer commits only !615,000,000 which is the dollar amounted planned for obligation 
in FY 1992 and 1993 as the first two tranches of the program assistance grant. In each 
subsequent year of the program, the PAAD facesheet may be amended by the 
USAID/Madagascar Director to increase the a~!dlorized level of funding by the amount to be 
obligated during the respective year, up to but not in excess of $33,000,000. 

Pursuant to section -496 of the Foreign Assistance Act of 1961, as amended, I hereby 
authorize the five-year $33,000,000 non-project assistance componect described herein. The 
Program Grant Agreement shall contain the following essential terms and conditions together 
with such other terms and conditions as are deemed appropriate by A.I.D.: 

1.  Conditions Frecedent to F i  Disbursement. Prior to the first disbursement of funds 
under the Dollar Grant, which shall be in the amount of 58,000,000, or to the issuance by 
A.I.D. of documentation pursuant to which disbursement will be made, the Grantee will, 
except as the parties may otherwise agree, furnish to A.I.D., in form and substance 
satisfactory to A.I.D. : 

(a) A statement of the name of the person holding or acting in the office of the 
Grantee, and of any additional representatives, and representing that the named person or 
persons have the authority to act as the representative or representatives of the Grantee. 
together with a specimen signature of each such person certified as to its authenticity. 

(b) Documentation confirming that the Grantee has established a separate, non- 
commingled, interest-bearing account in a United States bank, and specifying the number of 
the account in such bank, into which disbursements of U.S. Dollars are to be made. 

(c) A schedule of the proposed debts for which the dol!a.rs under the first 
disbursement are to be applied with reference to both the amounts and timing for payment. 

--- 
I-- ~ ) - E v ~ d m c ~ ~ G i i f i i r ~ ~ 7 h e  establishment of a KEPEM Evaluation of Program Team 

("KEPT") consisting of the Minister, Secretary-General, or the particular Director 
ad responsible for monitoring the KEPEM Program, from each of the following Ministries: (i) 

thehlinistry of State for kgriculture and Rural Development, the parent Ministry of the 
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~ ~ t i o n d  OficX? of the Environment ( " O M " ) ;  (iij the Ministry of Finance; and (iji) the 
bfhistry of Budget and Plan, as well as the Director of A.I.D. The ICEBT will m e t  a 
minimum of two times a y e a  to review prqress under the Program. 

(e) An opinion of legal counsel: 

( i )  that the Agrerrnant has been duly authorized and e~tecuted on behalf of the 
Grantee and that it constitutes ;i valid, legally binding obligation of the Grantee in accordance 
with all of its terms; and 

(ii) that the Grantee h a  published a decree or legislafion which establishes the 
parent Ministry a~ld Baud of Directors of ONE, and that ONE has its own separate budget 
and the authority to carmy out its responsibilities in accordance with the Malagasy 
Environmental C1-~arter. 

2. Condtiorlas Precedent to Second Dbbunernent. Prior to the second disbursement of 
funds under the Dollar Grant, which shall be in the amount of $7,000,000, or to the issuance 
by A.I .D.  of documentation pursuant to which disbursement will be made, the Grantee will, 
except as the parties may otherwise agree in writing, furnish to A.I.D. in form and substance 
satisfactory to A.I. D.: 

(a) Evidence that the Grantee continues in compliance with the Conditions Precedent 
set forth above; 

(b) A schedule of the proposed debts for which the dollars under the second 
disbursement are to be applied with reference to both the amounts and timing for payment. 

(c) Documentation confirming that the Grantee has adopted legislation requiring an 
environmental review process for any insvestment projects or activities which have a potential 
impact on the environment, which includes guidelines to assess the impact and, in the case 
of a determined negative impact, steps required to address and/or reduce such impact. 

(d) An opinion of legal counsel wnfirming that the Grantee has published new or 
revised legislation for non-governmenh organizations ("NGO's") in Madagasw which 
clarifies and simplifies the rights of association and procedures of incorporation of NGO's, 
recognizes the legal status of NGO's and permits NGO's to receive gifts and bequests and 
to charge for semices. 

L- 

(e) Documentation confirming that the stumpage fees set forth in the Forest Code for 1 +----- a F 

'Sll 

( f )  Documentation confirming that the Grantee has authorized, either through 
legislation, agreement or same other legal mechanism, the establishment of a National 
Environmental Endowment Fund (the " NEEF") which will support local initiatives in 
improved natural resource management. 
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3. Condtlom Puwedenat to 'Fibid Dhmernent .  Prior to the third disbursement of funds 
under the Dollar Grant, which shall be in the amount of $8,OM),fl00, or to the issumce by 
A.I .D.  of documentation pursuant to which disbursement will be made, the Grantee will, 
except as the ry-ties may otherwise agree in writing, furnish to A.I.D. in form and substance 
sstlsfactory to A. I. D. : 

(a) Evidence that the Grantee continues in compliance with the Conditions Prec~dent 
set forth above; 

(b) A schedule of the proposed debts for which the doilars uiider the third 
disburserrefit are to be applied, with reference to both the amounts and timing for payment. 

(c) Evidence that, in addition to the environmental review required above, the Grantee 
has adopted legislation which establishes specific guidelines and criteria to be applied in the 
case of investment projects or activities which have a potential impact on natural habitats 
(including coastal areas, natural forests and natural wetlands). Such legislation wdl  require 
( i )  an assessment of the po:ential impact of the proposed activities on the natural habitat; and 
(ii) that findings of potential negative impacts be addressed in conformity with the legislative 
criteria and/or guidelines in order to receive approval from the Grantee to proceed with the 
investment project or activity. 

(d) Evidence that the Grantee has adopted a plan for an improved collection and 
accounting system for stumpage fees in order to increase revenues, which includes specified 
levels and a timetable for achievement. 

(e) Evidence that the Grantee has contributed at least 20 percent of the recurrent 
budget of ONE for the current fiscal year. 

(0 Evidence that the Grantee has (i) taken the steps necessary to authorize the 
operation of National Environmental Endowment Fund, in accordance with the Amplified 
Program Description set fonh in Annex 1 of this Agreement; and (ii) has participated in the 
capitalization of NEEF in accordance with the terms of the Project Agreement. 

3. Conditions Precedent to Fourth Disbursement. Prior to the fourth disbursement of 
funds under the Dollar Grant, which shall be in the amount of $10,000,000, or to the 
issuance by A.I.D. of documentation pursuant to which disbursement will be made, the 
G~antee will, except as the panies may otherwise agree in writing, furnish to A.I.D. in form 
and substance satisfactory to A. I.D. : 

(a) Evidence that the Grantee continues in compliance with the Conditions Precedent 
set fonh above; 

(b) A schedule of the proposed debts for which the dollars under the fourth 
disbursement are to be applied, with reference to both the amounts and timing for payment. 



(c) Evidence that the Grantee has implemented and publicized legislative andlor 
regulatory changes with reference to the local use and management of natural resources, 
which will create andlor clarify the rights of individuals and groupslentities with respect to 
real propew access, ownership and management, inc1udin.g income generation, in accordance 
with the terms of Annex 1 of the Pro_i=t Agreement. 

(d) Documentation confirming that the Grantee has published a comprehensive 
stumpage fee table in the Forest Code which includes appropriate valuations of timber 
products in accordance with market values and replaceme~~t costs. 

(e) Evidence that the Grantee has adopted new or revised regulatio~~s which provides 
for the allocation of 50 percent of all forest revenues to be expended on natural forest 
management, including buffer plantations around natural forests. 

( f )  Evidence that the Grantee has contributed at least 20 pr:,ent to the recurrent 
budget of ONE for the cumnt fiscal year. 

The Grantee further agrees that in the event of any dissolution or modification of the terms 
of the National Foresuy Fund, all forest revenues will not be returned to the general budget 
and will continue to be used to support forest protection and management activities. 
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 APPEND^ 3A, Attachment I 
Chapter 3, Handbook 3 (TM 3 ~ 3 )  
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PROJECT AUTHORIZATION 

Name of Country: Madagascar 
Name of Project: Knowledge and Effective Policies for 

Environmental Management 
Number of project: 687-01 13 

I .  Pursuant to section 496 of the Foreign Assistance Act of 1961, as amended, I hereby 
authorize the Knowledge and Effective Policies for Environmental Management Project tbr 
the Government of Madagascar (Grantee) involving planned obligations of not to exceed Nine 
Million U.S. Dollars ($9,000,000) in grant funds (Grant), subject to the avai!ability of funds 
in accordance with the A.I.D. OYB/Allotment process, to help in financing foreign exchange 
and local currency costs of the project. The planned Project Assistance Completion Date 
(PACD) shall be May 3 1, 1997 

2.  The purpose of the Project is to create a policy and institutional framework of 
incentives and revenue generation and use to encourage sustainable natural resource 
management. The Project consists of three components: (i) strengthening the institutional 
capacity to implement Madagascar's Environmental Action Plan (E. A. P. ) ; (ii) facilitating 
local natural resource management initiixives; and (iii) improving natural resource revenue 
generations and use. The Project will provide Technical Assistance and limited short-term 
training and commodities over five years to support policy and institutional reforms in each 
of the three component areas. 

3. The Project Agreement, which may be negotiated and executed by the Officer to 
whom such authority is delegated in accordance with A.I.D. regulations acd Delegations of 
Authority, shall be subject to the following essential terms and covenants and major 
conditions, together with such other terms and conditions as A.I.D. may deem appropriate: 

(a) source and origin of commodities, nationality of services: 

Except as A.1.D may otherwise agree in writing, 

(a) Commodities financed by h.I.D, under the Project shall have their 
source and origin in countries included in A.I.D. Geographic Code 935. 

(b) The suppliers of commodities or services financed by A.I.D. under 
~ i r ~ ~ l o @ ~ ~ ~ i r a i r i r a v m m ~ ~ i r r ~ ~ ' r ; ~ ~ h i c r ~ ~ ~  

- their place of nationality. 

4 
- (c) Ocean shipping financed by A.I.D. under the Project shall be - financed only on flag vessels of the countries included in A.I.D.. Geographic 

Code 935 and shall also be subject to the 5060 shipping requirements under 
the Cargo Preference Act and the regulations promulgated thereunder. 
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(d) Air travel and transportation to and from the united States shall be 
upon certified U.S. flag carriers to the extent such carriers are available 
within the terms of the U.S. "Fly America" Act. 

(e) All reasonable efforts will be used t~ maximize U.S. procurenent 
whenever practicable. 

(b) Conditions Precedent to First Disbursement 

Except as A.I.D. may otherwise agree in writing, prior to the first 
disbursement under the Grant, or to the issuance by A.I.D. of documentation 
pursuant to which such disbursement will be made, the Grantee sha!l furnish 
or have furnished to A.I.D., in form and substance satisfactory to A.I.D.: 

a) An opinion of counsel that this Agreement has been duly authorized and/or 
ratified by, and executed an behalf of, the Grantee, and thzt it constitutes a 
valid and legally binding obligation o; ths Grantee in  accordance with all of 
its terms; and 

b) A written statement settifig forth the names and titles of prsons holding 
or acting in the Office of the Grantee, and of any additional representatives, 
and representing that the nhmd person or persons have the authority to act 
as the representative or representatives of the Grantee, together v ~ i t h  a 
specimen signature of each such person certified as to its authenticity. 

(c) Covenants 

The Parties agree to establish an evaluation program as part of the Project. 
Except as the Parties otherwi;;e agree in writing, the program will include, 
during the implementation of & I  Project and at one or more points thereafter: 

a) evaluation of progress towards attainment of the objectives of the Project; 

b) identification and evaluation of problem areas or constraints which may 
inhibit such attainment; 

c) evaluation, to the degree feasible, of the overall development impact of the 
Project. 

---------------fbi L ~ a i c u r n n c g - c o n i ~ u ~ - -  
- 

- 
The Grantee agrees that the 
promptly upon the request of 
later than 60 days thereafter,) 

local currency contribution will be disbursed 
A.I.D. for said disbursement (and ill no event 
for the Project purposes agreed upon. 
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(e) Continued Performance under the Program. 

The Parties agree that the disbursement of dollars funds under this Agreement 
for the purpose of providing technical assistance, commodities or other 
services in connection with the Project shall be conditioned upon the continued 
performance of the Grantee under the program and in accordance with the 
terms of the Program Agreement. 

,/ 
A ,F 

Date: 

Approved by: / 5 b  J 
George Carq r 
~ i s s ion  ~ir&tor 
US AID Madagascar 
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COS 
CPSP 
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DFA 
DDRA 

EAP 
EF 
EOP 
EP- 1 
ES AF 

Agency for International Development 
AID Washington 
AID Acquisition Regulations 
Association Nationale pour les Actions Environnementales (National 
Association for Environmental Actions) 
Association Nationale pour la Gestion des Aires Protdgks (National 
Association for the Management of Protected Areas) 
Agriculture and Natural Resources 

Banque des Donndes de 1'Etat (National Data Bank) 
Board Of Directors 
Biodiversity Planning Service 
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Country Program Strategy Statement 
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Development Fund for Africa 
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GNP Gross National Product 

= GOM Government Of Madagascar 
GPF Gestion et Protection des Forits (Management and Protection of Forests) 

HAE Haute Autorite de 1'Etat (High State Authority) 



IBRD 
IMF 

KEPEM 
KEPT 

MPAEF 

NFF 
NGO 
NPA 
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P ACD 
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PROAG 
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National Forestry Fund 
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Non-Project Assistance 
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Project Assistance Completion Date 
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Project Implementation Committee 
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- 

- Madagascar is depleting its natural resources at an alarming rate. Its forests arc 
disappearing, iU unique and diverse plants and animals are threatened, iu top roils are 
being washed away. This degradation is upsenins the ecological balance between people 

- and resoiirces and undermining the livelihoods of the majority of Malagasy who depend 
on these resources for their survival. The economic cost to the nation is also high. It is - 

- conservatively estimated that five percent of Madagascar's GDP is lost from decreased 
agricultural and forest productivity and damage to roads and irrigation systems due to soil 

- loss and soil fertility declines. If these trends continue, the remaining 20% of forests will 
be gone within two decades, This next decade is critical to setting in place the policies 
and incentives to reverse these devastating trends and encourage sustainable natural 
resource use. KEPEM aims to address this daunting challenge. 

A. THE PROGRAM 

- Awareness of these problems led the Government of Madagascar (GOM), with broad 
- donor support, to develop a national Environmental Action Plan GAP) as a framework 

for investment to protect natural resources and at the same time foster ecologically and 
- 
- economically sustainable development. The EAP is a complex, fifteen year effort, and 
- USAID has assumed the role of principal donor for the biodiversity component of the 

plan, and major donor for the institutional strengthening component. The Knowledge and 
Effective Policies for Environmental Management (KEPEM) program broadly 
complements the roles of other major donors in the implementation of the EAP. 

KEPEM is a performance-based policy and institutional reform program under USAID's 
Development Fund for Africa (DFA). The purpose of the program is to encourage 
sustainable natural resources management through the creation of a policy and institutional 
framework of incentives and revenue generation and use. This is based on the hypothesis 
that sustainable natural resource management can improve the livelihood of Malagasy 
p p l e  and lead to improved biological diversity conservation. Economic, institutional, 
social soundness and forestry analyses confirm the feasibility of the proposed program in 
achieving this purpose. The dire financial situation of the GOM and the potential impact 
of policy reform dictate a program approach of Non-Project Assistance (NPA), 
complemented by a project component. KEPEM, especially in an initial phase, can 
neither attack certain immediate threats to the conservation of natural resources and - 

biodiversity dirretly, nor intervene on all policy and institutional fronts a t k c e l  The 
program ha to be selective, and aim at some reforms that are relatively easy to achieve 
and yet likely to have far-reaching results. These results are, in turn, designed to serve 

~&&tk?d~~en-fsC1-:ki?-~~~~efe~m-s. 

KEPEM involves three targeted intervention areas. These are described below, with 
summaries of the desired outcomes and impacts at the end of the program. A review of - 
the program themes, performance criteria and project inputs is provided in the Table 1. 

. - - - - - - - - - -- - - - - - 



I ,  DEVELOPING THE INSlTRJTIONAL CAPACITY TO IMPLEMENT 
MADAGASCAR'S ENVIXIONMmAL ACTION PLAN. 

- 

Under the EAP the GOM created the National Office of the Environment (Om), 
responsible for arsuring the implementation of the EAP, including environmental policy 

I fornulation, monitoring and evaluation and coordination of the various agencies involved 
I in the environment. KEPEM will reinforce the GOM'S commitment to the E M  through 

developing the institutional capacity of ONE, and hence the other environmental actors 
through ONE'S coordinating role, This will have the effect of improving the efficiency of 
investment and resource allocation i,n the sector in favor of environmentally sound 

I initiatives at all levels, including the local natural resource users in the fields and forests, 
and on the lakes and coasts of Madagascar. 

2. FACILITATING LOCAL-LEVEL NATURAL RESOURCES MANAGEMENT 

- 
INITTATIVES . 
Local policy and institutional issues are major constraints to improved natural resource 
management initiatives, Such issues include land and resource tenure, local governance 
and empowerment, and conflict resolution. Specific problems associated with these issues 

- are very variable depending on local ecological, social and cultural diversity conditions. 
In view of this complexity, KEPEM will catry out assessments of land and tenure, local 
governance and conflict resolution issues in selected sites, where USAID is already 
supporting ongoing project initiatives. These assessments will lead to recommendations 

- for regulatory changes in the selected sites, which could then serve as models for wider 
legislative changes favoring improved local natural resource management. 

While the local regulatory environment has been identified as a major constraint, 
successful natural resource management initiatives also require that the technological 
options are available and extended. GOM extension capacity is poor. Analyses during 

-- - - - 
KEPEM design estimated that the cost of an effective decentralization of GOM services 

'--would be-beyond the scope-of the program-- Instead'KEPEM-is supporting-the-NGO - - . -  --. 

community in attempts to clarify the regulatory environment concerning NGO 
- organization and operation to encourage partnerships with local associations. 
- 
- 3. FOSTERING IMPROVED NATURAL RESOURCE REVENUE GENERATION 
.. ---- - AND EXPENDLTURE. - . -- - - _  

- 

Forest revenues, notably from valuable hardwood species, do not reflect, by far, the real 
market value of the resource, nor the replacement costs. This is in part because of the . .  - . -  
low stumpage tee tor narvesung a tree, out aw me parmkam or I 

- .. - - - - - --- - -The dismal collection rate of stumpage fees-has-beenlwell documental--Although- - - -- - - - - -- 

approximately $120 million worth of forest products should be subject to stumpage fees 
annually, the Department of Water and Forests is estimated to have collected the 
equivalent of less than 65,000 in 1990. Based on a complete analysis of forestry flows 
and on detailed recommendations for forest products pricing and taxation strategies, it is 
estimated that recoverable fiscal revenues of the equivalent of 61.12 million for the 

-- - --- - --- - - -- - -- - -- -----A .- - - - - -- -- - - - -. .- - -- 



Antananbvo supply zone alone. It is therefore reasonable to conclude that nation-wide 
fiscal revcnua from forest products flows can realistically reach an annual level of $2.5 
million. Under KEPEM, the GOM will revise the stumpage fees schedule, improve its 
collection and accounting system and expend at least half of these forest revenues on 
improved natural forest management. This will provide a clear signal by the GOM of the 
value it  puts on its forests, and will provide resources for local initiatives in natural forest 
management, 

The second component to this element is the creation and operation of a National 
Environmental Endowment Fund, to provide a continuous source of financing for 
erlvironmental actions. The GOM will capitalize this fund in the sum of $12 million 
equivalent. The Fund will be run by an independent Malagasy Board of Directors, thus 
reducing the perception of the environment as a foreign, donor-imposed agenda and 
~roviding the impetus for a genuine grass-roots environmental movement in Madagascar. 

C. EXPECTED PROGRAM RESULTS 

The program will lead to increased biological diversity conservation and improved natural - 
resource management, including increases in environmentally sound investments. 
Beneficiaries will be local natural resource users, who will benefit from improved local 
regulatory incentives, better organized local associations and NGOs and increased, 
sustainable financing through forest revenue generation and the National Environmental 
Endowment Fund. Special attention will be given to vulnerable groups such as women 
and the landless. 

D. PR0GR;LV D.IPLLWENTATION 

1.  NON-PROJECT ASSISTANCE 

The five-year program consists of a $33 million Non-Project Assistance (NPA) 

- -- . .- - - - -- - component which will be used for Malagasy debt service repayment. Disbursement will 
be-in-four trmhes-basedon-the- Govemment of  Madagascar-(G0M)- meeting-prformance 
criteria considered essential to achieve program goals. An initial tranche of $8 million 
will be followed 18 months later by a second tranche of S7 million and 12 months later 
by a third tranche, also of $8 million. A final tranche of S10 million will follow after a 
further 18 months. A small USAIDIGOM team will review performance criteria progress 

- - - . -- - - - . -- - biannually, and will be supported by a Policy implementation Committee. 

2. PROJECTIZED ASSISTANCE 

A $9 mlllion project component w~ll  provlde technical assistaxe and limited Short-term 
- - - --- -- - - training and commodities over five years-to support policy and institutional reforms. T h e -  ---- -- - -- 

- 

project will be contracted with a U.S. institution for all components excepting the local 
initiatives assessments, which will be through a buy-in to a central A.I.D. project. Two 
evaluations and a non-federal audit will be conducted over the life of the program, and a 

- - 
comprehensive monitoring and evaluation plan has been developed with specific impact 
indicators. 



- 
- 

- 

- 

3, HOST COUNTRY CONTRIBUTION - - 

1 

The bulk of the GOM's 25% contribution to the progran will be through the f 12 million 
- equivalent capitalization of the National Environmental Endowment Fund by the GOM 
- 

from its domestic budgetary resour~es. The GOM will also contribute through 
budget support to ONE, and in-kind contributions through ONE and DEF operations and 

studies in support of program objectives. , 



SUMMARY KEPEM NPA MATRIX - 

TABLE I 

/ PERFORMANCE CRITERU  ROOR RAM THEME8 (I INPUT8 
ELEMENTS 

8 

THEME l 
Insotutlond Pedormrnce 

Dment A 
Plm, monlta m d  evdu.te 
the ~mplemmtrt)on of the EAP 

E]ement Q 
Strengthen coordlnrtlon 
among organlzraonr tvorklng 
to implement the EAP 

Element C 
Set rn place m 
enwronmentrl rrwew 
procesr for rnvestment 
projectr 

: 1. One long-term rcMeor (4 yn) in rnvlronmentd 
pollcy andyde 

, 
QOM r~nhonzes decree ertrbllshing 2. One long-term rcMror (4 yn) to aupport 

- 

parent m~nlsvy m d  Board of Oirecton implementAtlon and wrlumon of the EAP 
of ONE 

3, One long-term rduiror (4 yn) for dwdopmam - 
of operdond plm for EAP coordintllon 

OOM contrlbutrs 20% of ONE's recurrent : - - 

,cost budget 4, Short-term TA (8 monthr) for dwdopment 
of environmenul rowow proceee 

I I 

5, Short-term training in pollcy anrlyrie, inrdnrtlonrl 
' dwdopmem inforrndocr management rWronmenW 

GOM rpprovee Ieg~slrtlon eatrblishing r d m  procodlrrer, and impact mdyue 
- 

enwronmentrl rswew procesr mth 
Spec~fic enwronmentd reww processre 6, Locd Admnirtrdve Arsiunr m d  rocretuy aupporl - 

for h~gh pnonty rrgions (including cou td  . 
(arras md forest accerr road81 Ieg~tiated 7. Vehiclee, computn, a d  other oqwpment 

THEME ll I 1. Short-term TA (12 months) to ~nltlrte, 
New locrl NRM incentlvee monltor, and ueere lho nrultr of tho thrw I 

I use8smeMI. 

Element A 
Strengthon IegiaWvo 
incentive~r for loc d NRM 

Element Q 
F oster NO0 growrh m d  
prrtlciprdon NRM 

QOM implements and publicber 
Ieg~rlarlve regulatory, and policy changer 
based on the results of thrre usesrment8 

QOM publishes an NO0 code that 
clmfles m d  rimpiitlee nghtr of 

f rraocratlon, procedure@ of incorporrtlon 
' m d  Iegd rtatur of NGOs and permit8 
' NGOr to receive gifts and bequrrts, m d  
! chuge for semcer 
I 

2. Threo fldd rerrrrchen and a ~ x  l o 4  fldd uslrbmb 
to implement urorrmenta (12 month8 erch). 

3. Vehicloa, computn, m d  fldd rererrch 
rquwnem for urerrment term#, Suppon for 
workshope U end of urerrnwnta 

4. Workshop on NGO code. 

I 

I 

I 

THEME Ill 
Revenuo generrtlon m d  I Stumpage fber for p~ne and pdisrndra be Short-term TA (30 month81 to hdp to deugn m i  
uae rdiurted to bolter reflect rnukrt vdue m d  initlate forert inventorler and sot up ~mproved colloctkn -. . 

I m d  replrcement cob m d  rccountlng rystrm m d  dwdop r&sed - 
Elrment A ! stumpage fee tchedule 
Adjuat torert rerourcr rmnueb )Inadlute improved collection and accounting; 
to boner reflect mulcmI system to ~ncrerse tevenuo from stumpuge - - 

. . - - .. . - valuer m d  replrcrmont c o a t s  he r  . - - - - . - - - - - - - . . S h o r t - t e r m  TA (12 monttrrl to dwdop fornt  - -- _ ._ 
I management plan#. 
I Publirh comprehenrive stumpage foo 
I table mth rppropnrte vdonzraon of Workshope (2) on forret rovonurr, 
j dmber products on forert management. 

--- - - - - - - - - - - - - - - - - - - - - -- - -- - - - - - - - - - - - -- - - -- - - - - - --- - - - - - - - - -- -- - - 

Element Q 
Improved use of revenuer Fifty percent of forrst revenuer w~ll  be Long-term advisor (3 yn) for rot up of Endowment 
for naturd forest mgt expended on natural forest management Fund 

Short-term TA (12 monthr) in endowment flnmclng 

Cornputrn to tupport Fund rot-up -- 
I I m d  functlonlng 
u ernant i 2 _--___-----______-l_.---.~-------.___------ 

Endowment Fund rwenue grnerrdon GOM rmreslclmlen Iegltl&tlon m d  GOM c.pit.lizee Endowment Fund in tho unounl 
, m d  use , crp~td~zer Endowment Fundr of S 12 rn~llion equivalent - /. - 



a* BACKGROUND 

A, MACROECONOMIC FRAhfEVVORK 

With a population of about 12,2 million growing at 3,2 percent annually, and a per capita 
income of about $220 in 1989, Madagascar is one of the poorest countries in the world. 
Furthermore, income distribuuon is very unequal, and severe poverty is widespread. It is 
the world's fourth largest island, with wide variations in soils and climates, a diverse 
mineral endowment, and unique flora and fauna. Rice is the country's main staple, and 
the major traditional exports are coffee, vanilla and cloves. Its economic record is one of 
modest growth from independence in 1960 to 1970, stagnation from 1970 to 1980, sharp 
deterioration between 1980 and 1982, financial stabilization with sluggish economic 
growth from 1983 through 1987, a beginning of growth in per capita GDP between 1988 
and 1990 and economic uncertainty caused by political upheaval in 199 1. 

The current economic situation does not bode well for the environment. It is the poorest 
farmers who are obliged to cultivate the most marginal and erosion-prone land. Rural 
poverty also increases the need to practice slash and bum agriculture, shifting cultivation 
and uncontrolled forest exploitation. Therefore, the potential for longer term resource 
sustainability is closely tied to the prospects for success of economic liberalization and 
growth. Viewed from a macroeconomic, rather than a resource prism, KEPEM's policy 
agenda is consistent with the larger socioeconomic process underway in Madagascar since 
1985: to remove barriers to local initiative, to reduce (unsuccessful) direct public 
intervention in production and resource management, and to develop the policy incentives 
through which to positively influence the liberalized and more efficient rural economy. 

Gross Domestic Product (GDP) grew in real terms by four percent in 1989 and by 3.8 
-percent-in -1990;--Adverse weather-conditions-held -agricultural growth-to 2A -@fce;iit, - 
compared to an unusually high growth rate of 5.5 percent in 1989. Industrial sector 
growth was a respectable five percent, led by strong performances in textiles and agro- 
industries. Value added in the services sector rose by nearly five percent, largely due to 
the sharp increase in the number of tourists to 50,000 from 38,500 in 1989. Private . a 

r -_._ - - _  -..-- consumphon mcrcased by eight percent in real terms 
.- - 

The government and the IMF agreed to a three year program under the enhanced 
structural adjustment facility (ESAF) on May 15, 1989, in the amount off SDR 76-9 - 

- - - m i k o n .  '17reIzntmmihe first two annuai arrangements were drawn as ~~h€%luled. 
Progress-on the third annual arrangement was-disrupted by- political events-in-Madagascar - ---- -- -. 

as the IMF staff was submitting the arrangement to its executive board. The program is 
now on hold. The third arrangement must have board approval before Madagascar can 
request another Paris Club rescheduling. An IMF team is amved in March to prepare, 
with the government, a new Policy Framework Paper. 



Madagascar's external position deteriorated significantly in 1990, as the terms of w e  
worsened for the fourth consecutive year, with coffee, pepper and cloves registering sharp 
price declines, and imported oil prices rising substantially in world markets. Three other 
developments led to the sharp reversal in Madagascar's balance of payments position: a 
substantial decline in the volume of exports of coffee, pepper, meat and chromite; a 
massive increase in imports of all categories of goods, with the exception of foodstuffs, 
with oil imports rising by 79 percent in value; and a significant shortfall in disbursements 
of official transfers and long-term public rector borrowing. Export earnings declined by 
15 percent while import payments rose by 31 percent; leading to a trade balance of SDR- 
108.1 million compared to SDR 3.8 million in 1989, The current account deficit. 
excluding official transfers, was equal to 14.6 percent of GDP compared to 11.1 percent 
in 1989. 

From early 1989 to August 1990, the nominal effective exchange rate of the FMg 
remained virtually unchanged. Given the inflation differential beween Madzgascar and 
its major trading partners, the real effective exchange rate appreciated by nine percent 

- over the same period. In turn, this appreciation fueled devaluation expectations and 
- triggered further import demand. In September-November the central bank adjusted the 

exchange rate by 3.4 percent. The adjustment proved insufficient, forcing the central 
bank m severely curtail credit to the economy. It was not until January 1991 that major 
corrective action was taken, in the form of a 13 percent devaluation which more than 
reversed the appreciation registered since 1989. The central bank h a s  continued to adjust 
the nominal exchange rate to prevent overvaluation of the FMg. The FMg was devalued 
by 3.5 percent during the second half of 1991. 

This deterioration in the balance of payments had serious repercussions on Madagasw's 
foreign exchange reserves. The country started 1990 with foreign exchange reserves 
equivalent- to- nine--months-of-imports;--By-the--end-of July- 1990-reserve's'had-fall& ^to lust- 
over four months of imports. By December, the central bank was forced to suspend all 
commercial bank lending in order to conserve the small amount of usable foreign 
exchange reserves. The central bank is currently financing imports on a first-in, firstsut 
basis. Private banks are authorized to keep 60 percent of the foreign exchange they 

-receive from clients.._ -. .. __ _ _ _ --.---.-- - - 

- The remaining 40 percent must be turned over to the central bank for the financing of 
essential imports (mainly oil) and debt services. The central bank has overdue letters of . 

-14 mllhon. Deoc oweu to Lond~dransCrTSt,creditors 1s 
-- - - -- -- - - - not being serviced. T h e  central bank is-current in its-payments-to-the 1MF.- ---- - - - --- - -- 

3, Covewent F ~ i a l  Omratio= 

The GOM policy is to contain the overall deficit to a level that permits the GOM to make 
- 

substantial repayments on its debts to the domestic banking system, thereby releasing - 

adequate resources for the needs of an expanding private sector. In practice, the GOM --- ---A~--.-------- -- --- - -- 



fiscal deficit is financed by foreign borrowings from official creditors in excess of the 
GOM financing requirements with the excess used to reduce GOM indebtedness to 
domestic banks. 

Central government revenue, including grants, increased by 13.7 percent in 1990 over 
1989, For the same period total expenditures fell by 5.7 percent - due to slow 
implementation of the public investment program. As a result the overall fiscal deficit, as 
a percentage of GDP, fell from 5.3 percent in 1989 to 1.6 percent in 1990. Revenue , 
growth was consistent with the ESAF program target. The expenditure growth target was 
11.8 percent and the overall deficit target was five percent of GDP. Since the reduction 
in the overall deficit came about from delays in public investments there will be a 
negative impact on economic growth. Growth is enhanced by a higher deficit provided 
donor financing is available and the investments are socially profitable. 

d~ of 1991 Po- 

The political disruptions of 1991, including seven months of government paralysis, broke 
the fragile growth vend that had emerged since 1988. Real GDP fell by 3.8 percent, 
with high reductions of 38 percent in both public and private investment. Agriculh~ral 
production declined five percent, while the sector's mar:<eted surplus declined fifteen 
percent - a serious blow to the already low rural cash incomes. Industrial output fell one 
percent with wide inter-industry variation. Service sector output fell almost seven 
percent. The Consumer Price Index rose ten percent. 

The government's fiscal position suffered a serious deterioration. Receipts from tax 
sources fell 32 percent; grant revenues fell 48 percent. The budget deficit went from 
39.8 billion FMG in 1990 (with government repayments to thc domestic banking system 
of 58.4 billion FMG) to 261.5 billion FMG in 1991 (with new borrowings from the 
domestic banking system of 89.8 billion FMG). The tax revenue1GDP ratio fell from 9.4 

The country's balance of payments position was affected by the political upheaval as well. 
Exports fell by 15 percent (and by 24 percent since 1989). Imports fell by 24 percent. 
The merchandise trade balance was a negative SDR 67.34 million. The 1990 picture was 
distorted by a statcswned bank financed import binge which produced a merchandise 
trade b&ce of SDR 115.9 million, compared to a surplus in 1989 of SDR 3.8 million, - .-- - ----- ---- -- -- - - - 
The I W l - ~ k  of payments deficit w s  financed 6y detitreiched~lin~and the 
accumulation of payment arrears. 

- million remains, of which SDR 73 million is reschedulable debt service. 



I, 
Statement - 

Madagascar's natural resource base, upon which the vast majority of Malagasy depend - 

directly, is seriously threatened. The scale and intensity of deforestation, loss of 
biological diversity, soil erosion and associated declines in overall land productivity are 
unparalleled. For example: 

- 

Deforestation: Eighty percent of Madagascar's forest cover has been destroyed, half of i t  - 

over the last forty years. If current trends continue almost all of the country's remaining 
forests will be degraded or destroyed within the next 20-40 years, with consequent loss of 
biodiversity, watershed protection, soil stability, climate buffering and forest products - 
(with. even today, an estimated annual net worth of $250 million). The principal cause 
of deforestation in Madagascar is slash-and-bum (&yy) agriculture. 

- 

Biodiversity Loss: Because of its high levels of biodiversity and endemism, Madagascar 
has been termed "the single highest major conservation priority in the world", with an 
estimated 75 % of its 200,000 identified species being found nowhere else. Unfortunately, 
this biodiversity is becoming increasingly diminished and fragmented as habitats degrade 
and disappear, with unknown economic costs, but including, in the shon term, losses 

- 
from potential tourism revenues. - 

w 

Soil Erosion: Average soil loss for the whole of Madagascar (which has generally poor 
soils) has  been estimated at 25 tonslhdyr. In conuast, maximum sustainable soil loss on 
good soils is 11 tonslhalyr. On the High Plateau, rates of loss may be up to 300 
tonslhdyr. The resulting economic losses due to destruction of irrigation, road and other 
infrastructure and siltation of hydroelectric dams and port facilities are enormous. 

- 
- --- 

- --Brush--Fires;---Deliberate burning is-theproximate-cause of m a y  of'the-prob16ms-~it-&- 
above, as well as leading to decreased soil fertility and potential permanent land loss for 
agricultural or forestry uses. Up to 3-5 million hectares are estimated to be burned each 
Ye=* 

. - - - _ - - T h i s  alarming advance of environmental degradation is being pushed by economic and --- 
- 

population growth that are increasing demands on the natural resource base. Over 80 
percent of Malagasy depend on agriculture for their primary means of livelihood. - 

Farmers and pastoralists continue to rely on land extensive production practices which 
aesnupegemive cover andXEEi3bate soil erosion. bovemment adrnlnistrators have 

-- - - - - - -- -- applied-policies and-regulations which distort incentives towards over-exploitation rather - -- - --- - - 

than in favor of conservation of valuable resources. Development projects are often 
approved without due attention to their potential negative impacts on the environment. 
Even when appropriate policies and procedures exist, the government frequently lacks the - 
resources and institutional capacity to apply them, Private sector and NGO service 
capacity in the natural resources sector is poorly developed. 



The negative impact of environmental degradation on the economy is very high. The 
economic cost of decreased agricultural productivity due to soil loss and fertility decline, 
loss of productive forests, damage to infrasvucture because of soil erosion, and the costs 
of infrastructure maintenance and redesign is estimated to equal between 5 and 15 perwilt 
of Madagascar's GNP annually. Some attempts to institute sustainable management of the 
renewable resource base have been made, but not on a significant scale. A more broadly 
based effort is needed to protect natural resources and at the same time foster ecologically 
and economically sustainable development. 

2, 

a. The GOM Strategy 

In recognition of the rapid deterioration of Madagascar's natural resource basc, the GOM 
first enunciated a strategy for the conservation of natural resources in December 1984 
with the adoption of a "Malagasy Strategy for Conservation and Sustainable 
Development". The GOM took the fust steps in making this strategy operational in 
1988/89 with the preparation of an "Environmental Action Plan" (EAP), which was 
formalized in December 1990 with the official adoption of the Malagasy Environmental 
Charter (Law 90-033), creating the National Office of the Environment (ONE) 
responsible for EAP implementation. 

The overall objective of the EAP over the next fifteen years is to assist the Malagasy 
population in protecting and improving its environment while working for sustainable 
development. To achieve this objective, the EAP will undertake six long-term programs: 

o Protecting and managing the national heritage of biodiversity, with special 
emphasis on parks, reserves, and gazetted forests. This effort will include the 
sustainable development of surrounding areas. 

_ _ - - O _  - Improving -the-living-conditions of-the population._ -This-will be-done in rural- - - - -- 
areas, in part by improving the protection and management of natural resources. 
The EAP will pay particular attention to watershed protection, reforestation, and 
agroforcstry. In urban areas, this will involve improving water supply and 

- 

sanitation, waste management and pollution control in general. - 

-- - - -  _ _ _ _  --i 

- o - -- -Promoting environmental education; training; -and -communication; 

- o Developing mapping and remote sensing tools to meet the demand for natural 
resources and land m m m .  

- p -  p- 

- - - - - 

- - o Developing-environmental researchpon terre~trial,~c&tstal~ a d  m-%ine-&os)3temC. 

o Establishing appropriate mechanisms for managing and monitoring the 
- environment. 
- 

, - - a - - - -  ----- - -- - 



me hevhnment Program 1 (EP- 0, designed by a multidonor and Malagasy ream of 
environmental specialists led by the World Bank, is the first five year segment of the 
~~vironmental Action Plan. EP-1 will begin or expand implementation of the six priority 
programs. As this is the fust phase of a complex, long term process, the program will be 
implemented incrementally to allow for the development of local experience and capacity. 

Activities to be implemented during EP-1 include: 

Protection and management of biological diversity in fifty targeted threatened 
areas, together with the development of the surrounding areas. 

Soil conservation, agroforestry, reforestation and other rural development activities 
in priority areas. 

Mapping and progressive establishment of a geographic information system (GIs). 

Establishing clear boundaries for protected areas and improving land security 
through titling. 

Environmental training, education, and awareness. 

Environmental research on land, coastal and marine systems. 

Institutional strengthening, i.e., coordination, establishment of environmental 
assessment procedures, strengthening the environmental data base, monitoring and 
evaluation, and studies. 

The biodiversity and institutional strengthening components are areas of USAID focus. 

. - - - - - b. A D ' S  - - - - - - - - Environmental - .. - . - - - . - -- Strategy ---- _ - . -  

A.I.D.'s environmental and natural resource strategy is based on the premise that 
- environmental protection and conservation of natural resources are essential to sustained 

economic and social development. The central objective of this strategy is to help 
developing counvies conserve and protect their environment and natural resources, and to 

- - - . - - - - * promote long-term-economic growth by -managing exploited resources- for-sustainable-------- --- 
yields. 

This strategy also reflects a priority concern of the United Sbtes Congress as expressed in 
the revised Foreign Assistance Act of 1989 and 1990, concerning tropical forests and 

- - - biodiversity- - - ---- ---- - - - -- - -- ---- --- ---- - - -- 

1 - 

USAID has been a major donor in activities related to biodiversity in Madagascar since 
- 

the mid-1980s, actively supported the design of the EAP, and agreed to undertake 
programs related to biodiversity and institutional development as outlined in EP-1. 
SAVEM and KEPEM represent the two primary responses to this commitment. 



USAID in developing a Country Program Strategy Statement (CPSP) in FY 92, and 
expects to have biodiversity conservation and sustainable natural resource management as 
a major clement of that Strategy. 

c. USAID and the Environmental Action Plan 

Given the complementarity between Agency environmental objectives and strategies and 
the EAP, USAID has taken the lead as a major donor for the biodiversity component of 
the EAP. 

d. SAVEM Project 

A. I. D. 's Sustainable Approaches to Viable Environmental Management Project (S AVEM, 
687-0 1 lo), authorized in September, 1990, will help conserve Madagascar's biological 
diversity by concentrating on protected areas and surrounding areas, recognizing that such 
conservation depends upon the generation of economic benefits, notably for local 
populations living in these areas to meet their development needs through sustainable use 
of available resources. 

KEPEM and SAVEM share the same goal, that is, to establish sustainable human and 
natural ecosystems in areas of Madagascar where biodiversity is threatened. To move 
toward this goal, the purpose of SAVEM is to identify and initiate systems (including 
institutions, methods, and behaviors) for the management of protected areas of 
Madagascar and the peripheral zones adjoining those areas on a sustainable basis. This 
purpose will have been achieved if, by the Project Assistance Completion Date (PACD) 
of March 31, 1996: 

o SAVEM, its grantees, and the GOM agencies with which they will collaborate 
have identified and begun to test various hypotheses concerning the management of 
sustainable, interactive development and conservation efforts in up to six protected 

- -areas. In- this context; the phrase "protected areasH--refers-not only-to the parks-' 
and reserves but also to the human communities living in the peripheral zones 
adjacent to those parks and reserves. 

o The populations of these periphetal zones are using improved production systems 
_ _  ___ _ _ C - _ _ - ~ _ -  -- that dec- their_need to rely-on -continued, _non:sustainable use-of-resources __-_.I--- ----- - 

located in those protected areas. 

o Public awareness of the prospects for interactive management of protected areas 
has increased. 

- 
- 

____I______i____ ___I_-__-__---__.__--_-___ ._ - 

- 



e, The Link Between SAVEM and IKEPLM 

Together, SAVEM and KEPEM are designed to promote the sustainable conservation of 
the biodiversity of Madagascar, based on the assumption that this cannot be done in 
isolation of the developmental needs of the Malagasy people. 

The focus of SAVEM is in and around protected areas, where it will test the hypothesis 
that local populations will alter their behavior in favor of an increased conservation of 
natural resources if they see a relationship between their economic and social well-being 
and conservation of protected areas. This hypothesis is also central to KEPEM. 
However, KEPEM has a broader focus than just protected areas and thus deals with more 
generalized incentive systems affecting decision-making relative to environmental 
conservation. It will address the policy and institutional changes necessary to make 
conservation sustainable in the long term and thus will reinforce the hypothesis being 
tested through SAI'ZM. 

Experience gained from SAVEM will be of direct interest to KEPEM, since part of the 
KEPEM program will involve defining the regulatory changes necessary to provide 
incentives to local populations to better manage natural resources. In this sense the two 
initiatives are directly complementary. In a wider sense, KEPEM will provide, through 
its policy and institutional reforms, the broader framework within which SAVEM will 
better be able to operate, and ultimately be more sustainable. 

Specific contributions of SAVEM to KEPEM include the provision of improved technical 
options for improved natural resource management around protected areas, thus 
complementing KEPEM's proposed regulatory changes in the same areas, and 
development of a Biodiversity Planning Service for the monitoring of impacts on 
biodiversity and local populations. 

C.- -OTHER- DONOR-PROGRAMS - 

The KEPEM program forms part of the Madagascar Environmental Action Plan. With 
SAVEM, KEPEM reflects USAID's commitment under the EAP (specifically its first 
phase, EP-1) to address the protectioq and management of biodiversity as well as 

- - -- -- -- .- institutional strengthening in the environmental . -- field. - - - - Other - - - donors - - -- - are - - - - - supporting - - - the - - - - -- -- . - - 
- EAP and a complete list, indicating direct areas of support, can be found in Annex VIII. 

In light of KEPEM's involvement with forestry issues and the potential for both positive 
~ ~ e ~ ~ t t ~ ~ t x i s ~ ~ k ~ ~ ~ t e j ~ ~ t ~ n ~ & ~ & ~ & f t - - - - . - - - - - -  

taken to achieve coordination and complementarity with other donors in this segtgr. A s  - - -- --- -- - -- - -- - - - - - 

some of KEPEM's proposed activities support or complement the activities of the national 
Forest Management and Protection Project (GPF; 1988-94), these components have been 

- 



dimuastd with GPF'r donors (IBRD. Switzerland and Norway). Complementarity h u  
also been discussed with FA0 and GTZ which finance projects (including watershed 
protection, rural afforestation and land-tenure reform) of relevance to KEPEM. KEPEM 
does not inhrporate plans for Madagascar's Tropical Forcstry Action Plan (TFAP), 

- 
which GOM received in April 1991 and is not yet public. Some modification in the 
implementation of KEPEM's projectized components may be desirable iri light of TFAP's 
specific recommendations, or vice versa. 



K E ~ E M  will address a number of interlinked issues that impede efforts to conserve 
biodiversity. The focus emphasizes the development of sustainable local natural resource 
initiatives in arcas where existing resource and land use patterns contribute to 
environmental degradation. KEPEM focuses on changing the policy environment within 
which land and natural resource use patterns develop, both around protected areas where 
SAVEM will operate, and in threatened environments elsewhere in the island. Analyses 
conducted by USAID and other donors, as well as by GOM officials, indicate that 
conserving biodiversity (or, in a more realistic formulation, slowing the biodiversity loss 
rate) depends heavily upon local natural resource users having the incentives and means to 
improve the efficiency and sustainability of their management of these resources. Unless 
improved natural resource management options become feasible and attractive for 
resource users, continued resource degradation will reinforce the destructive pressure by 
increasingly impoverished rural populations on remaining areas of high biodiversity, 
including natural forests, freshwater and coastal ecosystems. 

The core logic of KEPEM is to improve incentives for first-line users of natural resources 
to manage those resources sustainably, Creating a set of mutually reinforcing incentives 
through policy reform is a complex process. Which policies are appropriate is not always 
clear. At least some proposed rule changes - the working hypotheses of policy change - 
must be tested in practice before informed decisions can be made about their worth in 
promoting biodiversity conservation and improving existing production systems in 
threatened areas. Each proposed policy change must be tested against the perspective of 
local natural resource users and managers. How proposed changes will affect their 
incentives is the fundamental issue. This is an empirical question requiring continuing 
assessment of policy impacts. The EAP provides the framework for such policy changes 

- - - -- - . - - - - -- andassessme% of-WLlmpac_ts, _ s ~ M @ l y  .thlqugh..!!!-W _office_for the - -  - 

Environment (ONE), which is also responsible for coordinating interventions by the 
various executing agencies in the environmental arena. KEPEM support will help ONE 
achieve these objectives. 

In addition to incentives, natural resource users require technical and financial assistance 
- - --- --- - - - - -- - - in order to improve management of these resources, --KEPEM proposes to create a more----- 

favorable regulatory environment for NGOs to become more effective partners with local 
associations and individuals in improved natural resource management. In addition it will 

, encourage increased revenue genedon from natural resourcesand from a national 
endowment fund, for incrPaPA investment in local natural resource management. 

-- -- - - - - -- - - A n  example-of the close linkages-between-the three components-of KEPEM is the --- - -- 

- potential for local management of natural forests, which implies regulatory changes 
allowing local groups to exploit such forests, increased revenues from the forests which 
can then be reinvested in productive potential and technical knowledge for sustainable 

- 
management. The latter will require external resources at first, but NGOs and 
decentralized forestry agents must ultimately be involved as technical advisors. Finally, 

-. for-such an-operation _to. succeed .needs_a_coherent.anddtransparent -policy framework and- .-.-___- 

coordination among the various actors involved. This is the role of ONE under the EAP. - 



Dollar transfen to the GOM for debt servicing repayment will be conditioned on changer 
in policia to make sustainable resource management more feasible and attractive for local 
natural nsourcc users, These interlinked issues can be summarized as follows: 

0 inadequate coordination and development of policies and interventions in 
the environmental sector, including weak environmental review proccsgcs 
for evaluating the impact of investment projects on the environment; , 

o a regulatory framework that currently impedes rather than promotes local 
initiatives in natural resource governance and management; 

o a policy framework that constrains non-governmental organizations (NGOs) 
from forming and actively collaborating with local associations, 
jurisdictions and individuals in efforts to improve natural rc~ourcc 
management systems and make them sustainable; 

o pricing systems that seriously undervalue forest (and other ecosystem) 
resources, inadequate recovery of actual and potential revenues from 
management of these resources and lack cf reinvestment of these revenues 
in improved resource management; 

o lack of sustainable financing mechanisms for environmental management 
and protection. 

B. GOAL, SUBGOAL AND PURPOSE STATEMENTS 

The goal of W E M  is to establish sustainable human and naturd ecosystems in areas of 
Madagascar where biodiversity is threatened. 

- - - The subgoal is-to encourage sustainablenatiiral res6uii -mGagemeni; i h e p u G h i s  to 
create a policy and institutional framework of incentives and revenue generation to 
achieve the subgoal. 

C. PRINCIPAL PROGRAM ELEMENTS 
- - - -  _ _*_I_ __ _ _  _ _ _  .__I _ _ _ _  _ _ _ _"_^_I-.--- -- 

KEPG haslhne major components: (1) Developing the Institutional Capacity to 
- 

implement the Environmental Action Plan; (2) Facilitating Local Natural Resource 
Management Initiatives; and (3) Natural Resource Revenue Generation and Expenditure. 

- 

--- - - 
- _ _ Inthisqart of the-program-description, each of-the three components-will-be treated in - -  

- 

turn, according to the following format. After a description of the rationale for KEPEM 
involvement and major problem areas follows a statement of the desired changes at the 
end of the program for each component or sub-component. There then follows a 
description of the NPA performance criteria, which represent the reforms in legislation or 
policies, upon which dollar tranche disbursement will be based. The project support side 



- 

- 
- 

of KEPEM wiU provide j m  in terms of technical assistance and a Limited mount of 
u p  and commodities to support the research , analysis, institutional development and 

- 

capacity building necuJary to achieve the desired changes at the end of the progranl. A - 

series of during the life of the project will act as benchmarks against which - 

progress can be measured. Projectizcd outputs and inputs represent the two final sections 
of each component description, 

LL h v e l e  the 

The major rationale behind this component is to reinforce the government's commitment 
to efficient and effective implementation of the EAP. This will require concerted effort - 

to develop the capacity to formulate and translate rational policy into effective action. - 

Madagascar's Environmental Action Plan, the product of a halfdecade of analysis and 
dialogue, is a complex and far-reaching undertaking. The plan requires the orchestration - 
of a host of institutional actors at various levels of the Malagasy government, donor - 

agencies, national and international NGOs, and the private sector, It is at the local level 
that first-line natural resource users - communities, farmers, herders, woodcutten, forest 
squatters, and individual firms and enterprises - must be given new incentives to adopt 
sustainable regimes for managing the natural resource b w  while conserving the unique 
biodiversity of the "island continent." 

Persuaded of this, the GOM has launched a reordering of national priorities to implement 
an environmentally sound national development strategy. Working with donors, the 
government is setting in place a cooperative institutional framework for action. The rules 
of the game are still being defined and the institutions to shape those rules and guide the 

- -- 
play arc either newly created or undergoing major redirection.. _ 
. - - - - - . . -  .-- - - - 

Under the Environmental Charter adopted by the National Popular Assembly and signed 
into law by the President in December 1990, the Office National de 1'Environnement 
(ONE) was created. The Charter and its detailed narrative annex (a summary of the 
Environmental Action Plan) charged ONE with the following key responsibilities: 

- 

- -__ __________I------ - -- -- ----- -- - - -  

o environmental policy analysis, fopmulation, and coordination; 

o coordinating executing ageti~ies and operating ministry activities in 
biodiversity, natural resource management and conservation; 

o coordinating the development, negotiation and execution of donor projects 
and programs in support of Madagascar's Environmental Action Plan 
(EAP); 

- 
o monitoring and evaluating the execution of the EAP, including the adoption 

of environmental re_view~pr~~edures~fotinvestment~proj(eg.forthe - - -- -. -- --- -- 

tourism industry), so as to correct, improve and update the EAP as an 
evolving statement of policy and program; C 



- 

o overwing the information management system that guides the expanding L 

- environmental data bank components; and 
- 

0 preparing and maintaining the strategy for human resources development in 
- 

environmental fields, as well as a broad citizen education and information 
program to build national commitment to sustainable natural resource use 

- - and conservation. 

While ONE is still in the initial stage of staffing up and preparing a clear statement of its 
mission, internal procedures and working relationships with the other institutional actors 
in the EAP, the Director General redfirmed his determination to keep the ONE staff very 
small, highly competent and motivated, and sharply focused on program coordination and - 

policy analysis while eschewing the temptation to take on the role of an executing or 
command agency in the environmental sector. 

The complexity of the institutional landsap is in and of itself the central problem for the 
EAP. There are five principal Executing Agencies associated with ONE in the first phase 
of the EAP - Environmental Project I (EP I). The first two, like ONE, arc new - 

institutions, created in 1990 to take on key functions as operating and coordinating bodies 
in key areas. - 

o ANGAP, the Association for the Management of Protected Areas, is a 
mixed public/private body charged with overseeing the special system of 
management contracts with the Non-Governmental Organizations (NGOs) r 

which are undertaking the administration of Madagascar's major national 
parks as well the general protection and documentation of Madagascar's 

-. .- - - unique-biodiversity . - ANGAP is-the institutional centerpiece ~ ~ - A I D %  
SAVEM project. 

- 
- 

o ANAE, the National Association for Environmental Action, is also a 
- 

- public-private body charged to promote, fund and guide small projects in 
. we---- --- rural communities aimed at watershed improvement, _ - reforestation - and - .. other 

environmeniallyorienttd deiklopment-effoiii-:-mostly in cooperation with 
national and international NGOs. - 

n nrF I t h ~  ~ ~ M ~ & ~ & U & 6 B w 6 f  &&&3&1, I 

of Water and Forests. 
- - -- --- - -- - -- -- -- -- - - - - -- -- - - -- - - - - - -- - - - - --- -- - - -- --- - - - -- - - - - - - - - - - -- - - --- - -- 

- 

o DDRA, the Department of Land and Agrarian Reform is a subagency of 
the Ministry of Agriculture. 

o FTM, the National Cartographic Institute, is a subsection of the Minisvy of 
Public Works. 

* - - - - - -  -.---- - - - - - - -  - - - - -  - -- 



However, the institutional actors in the overall EAP include all of the major operating 
minisaies such as Transportation and Meteorology, Urban Development and Tourism, 
Mines and Energy, Scientific Research, Public Instruction and Universities, For the 
duration of the transitional go~emment (currently planned to the end of 1992) ONE will 
be directly attached to the Ministry of State of Agriculture and Rural Development, which 
oversees the Ministries of Agriculture, Water and Forests, and Livestock, The GOM 
currently provides approximately 20% of ONE'S recurrent cost budget, the remainder 
being supported under a World Bank loan. The membership of ONE's council includes 
several GOM representatives as well as representation from the private sector (including 
banking and NGO communities). The Ministry of Water and Forests chairs ANGAP's 
mixed public agencyJNG0 council. The formal Staring and Oversight Committee (COS) 
for the Environmental Action Plan, which meets each December to discuss policy, 
program progress, problems and future action including funding, is made up of ail the 
major donors and the key executing agencies and ministries. 

This survey of the institutional topography of the EAP is still not complete. Other key 
- players include provincial and local governments, international conservation NGOs, and, 

of course, the private sector. 

The problem lies in how to set the rules of the game early on with clear role definitions 
among all of the principal institutional actors, to develop clear and responsive processes 

- for monitoring and evaluating the program so that experience can inform a transparent 
and dynamic policy formulation process, and through it, to form better laws and to - 
change behavior. In tourism, for example, environmental quality is central to the 
sustainable growth of the industry. How will various ministries coordinate the legal 
standards governing traffic, pollution, foreign direct investment, small business support, 
tourism promotion etc, in order to promote growth without stifling the very resources on 
which the industry is based? The ultimate challenge is to orchestrate an ensemble of 

- 

incentives, rules; -and-actions- that will result-in-a- people-based- system -of-sustainable 
natural resource use for national development that nurtures and conserves the dramatic - 

and unique biodiversity of Madagascar. 

ONE's primary tool for accomplishing these formidable tasks will be its system of 
- 

- - program- monitoring and evaluation- whichwill- be-linked-to-its. policy-analysis_role and-to -----__A- 

its task of revising the EAP through coordinated adjustments in program planning, 
financing, and environmental law. = 

-*FiiM*-*tmttgtrtn-atrttpr I ' 'iwmmrd-direcriorrand--------------- 
appropriate technical guidawe_to exercise the leadership needed to carry forward-the- - - - - - 

- - - - -- - - 

Environmental Action Plan. However, to succeed, it must limit its role to that of a 
coordinating agency for programs, financing, policy and evaluation. It must reject the 
temptation to play the roles of either implementor (either taking over from weak 
executing agencies or trying to fill identified breaches in the program) or that of a 
command center to direct the overall program. Although ONE will have to enforce the 
rules of play among the executing agencies and see that the rules are put in place through - 

. -- .- -- 
- -- - 

its -own-Board-of Directors-or~through-legislat i~i ts~succes~n~aa~ly~workingglevil-~-  -- - 

with these agencies will depend largely upon learning and using the power of influence c 

and persuasion rather than the customary power of directive. During the political 
__ - _ _ _ _  _---I- - _ _ _ _  --- - - - - - . - - - - - - - - - - - -- 



I upheavals in 1991, ONE suffered more disruptions than otha environmental agencies u 
it.q p e n t  ministry and Board of Directors changed, necessitating a holdup the formal 
rmgnition of ONE, and thus hindering its operational functions such aa staffing pmcms, 
financial operations and implementation of 1992 annual workplans. Rectification of this - 

situation, and continuation of the GOM's direct financial contribution of ONE are 
included in KEPEM performance criteria to reinforce the GOM's commitment to the - 

EAP. . - 

- 

To maintain firm policy oversight, an agency must have the information gathering tools - 

and the analytical processes in place that convince the other players - rather than coerce 
- 

them -that the resulting policy changes and adjustments arc reasonable, fair and 
appropriate. The processes need to be transparent and participatory without becoming 
unwieldy and anarchic. The key tool for ONE in achieving its objectives will be the 

- 

program monitoring and evaluation system. Through it, it will exercise its legitimate 
right to review annual work plans, to coordinate activities, to assist in negotiating donor 
agreements for funding and technical support, to match program learnings to adjustments 
in tactics and broad strategy, and to guide operating agencies in legal reforms, all without 
becoming an operational entity in itself. Developing environmental review procedures is - 

a critical and legitimate role for ONE. Current and proposed investments having 
potentially negative environmental repercussions are implemented and reviewed - 
haphazardly and could threaten the resource base upon which they and others ultimately -- 
depend. Environmental review processes send a signal that economic development 
depends on a healthy environment and should provide incentives for environmentally 
sound investments. 

ed C w  at the of P r w .  
- 

la. A POLICY FORMULATION, MONITORING AND EVALUATION SYSTEM IN 
I 

PLACE-FOR IMPLEMENTATION OF THE EAP. -- - 

- 

Before the first tranche, the GOM will 'have ratified and published the decree authorizing 

---- 
ONE'S Board of Directors and its parent ministry. 

-- - - -- - - - ---- - -- - -- -- - 

By Tranche III, the GOM will be contributing 20% towards ONE'S recurrent budget. 

mectized Outnnt~. - .  -- 

-- - -- - - - -- - - -- - - . - - 
Bythe-end of TMche 11, GOM will-haveappfivd a paper defining ONE'sown role,-% 
well as the roles of other GOM actors, including the executing agencies, the operating - 

ministries, the donors and the locdregional actors in the formation of environmental 
policy (including but not limited to policy relevant to protection of biodiversity). The 
paper will show how policy shapes norms, rules and regulations, program guidance and 
formal legislation. This paper will be submitted to the Comite d'orientation et Suivi 
(COS),-the donorlhost -country-coordinating - body -for-EAP-implementation,-in- December----- -- 
1993, for incorporation in 1994 workplans. 



BY the end of Tranche El, GOM will have mapped out and approved an annual workplan 
for the systematic evaluation of all ekmenn of the EAP using the policy framework and 
rol&& delinitions adopted at the previous COS meeting. This workplan, together wih 
a proposed budget and proof of resources allocated to finance it, will be submitted to the 

I 

December 1994 COS meeting. 
- 

By the end of Tranche IV, GOM will have prepared its first report on the environmental - 

impacts of the EAP, incorporating the data gathered through the Biodiversity Planning 
Service, National Data Bank (Banque de Donnks de I'Etat) and other data gathering 
agencies, as well as the policy and program revisions which have been accomplished to 
date as a result of evaluations of EAP program elements. This report will become an 
annual document published on the progress of the EAP, the evolution of government 
policy and the gathering of new data available on the environment in Madagascar. 

- 

Two long-term advisors, each serving for 48 months, will be provided under an 
institutional contract to work with ONE and other executing agencies involved in the 
EAP. One person, an environmental policy analyst will assist ONE in policy formulation 
and the translation of policy into action. The second advisor, a monitoring and evaluation 
specialist will support the implementation and evaluation of the EAP. The roles of these 
two long-term advisors are closely interlinked with that of the coordination advisor (see 
lb). Short-term training in environmental policy analysis and monitoring and evaluation 
procedures is planned. Vehicles, computers and other equipment to support work of the 
advisors will also be provided. 

Ib. A FRAMEWORK FOR EFFECTIVE COORDINATION AMONG ACTORS 
WORKING TO IMPLEMENT THE EAP IN PLACE. 

- 

Before the first tranche, the GOM will have ratified and published the decree authorizing 
ONE'S Board of Directors and its parent ministry. 

-- - By -Tranche Ill,-the GOM will be contributing -20 %-towards ONE'S-recurrent-budget.----- 

By the end ot L'ranche 11, CiOM will have aruculated a plan and approved a process of 
-- - -- - - -- -- - interaction-among GOM ministries,-national and international-agencies and-donors, - - - - 

defining the coordinating, operating, information management and 
implementation/evaluation roles and clearly stating the objectives of coordination. This 
plan will be submitted to the December 1993 COS meeting. 



. 
An institutional development specialist, who will also serve ac Chief of Party (Cop), 
be responsible for assisting ONE with EAP coordination, role definition and 
communication and working relationships between various actors involved in the EAP, 
The advisor will serve for 48 months. 

lc. AN ENVIRONMENTAL REVIEW PROCESS IN PLACE FOR INVESTMENT 
PROJECTS. 

A Perf-, . . 

By the end of Tranche II, the GOM will pass legislation defining the general procedures 
for an environmental review process. 

By the end of Tranche 111, the GOM will specify procedures for detailed environmental 
review, and institute appropriate legislation and implementing regulations, with priority 
on environmentally sensitive areas, such as coastal zones (including offshore reefs), 
critical freshwater wetlands and natural forests @articularly for logging plans, forest 
access roads, etc.). 

O u m .  

By the end of Tranche 11, the GOM will have established environmental review guidelines 
with priority on environmentally sensitive areas (see above). 

By the end of Tranche IV, an environmental review process will be in place and adhered 
to. 

- 

Short-term technical assistance (6 months) in environmental review process development 
to assist ONE set up an environmental review procedures. Short-term training in 
environmental review procedures and impact analysis is planned for staff of ONE and 

- - -- - - - -- other ciFinC5mtiiJ o~fi t i i ig  agencies. T h e  U S ;  Environmental Protcc-tion-Agency and 
UNEP, based in Nairobi, represent possibilities for training courses. .. 

- - - - - - - -- - 
- - p p p p - - - - p p - - p  * 

T h e ~ i i ~ a l ~ g t r a d i t i o n n o f  local associations working to suppon the community and one 
another. This spirit lives on in the cultural mores of the Malagasy rural population and 
provides an excellent base on which to build more effective institutions to combat natural 
resource degradation and to improve the quality of life of the Malagasy people. 



hal usen fhcc three major problems in better managing natural resources: lack of 
incentives to govern and manage natural resources, lack of appropriate technical 
information and assistance provided either by government or nongovernment sources, and 
a legal climate which discourages NGOs from participation in local natural resource 
management. 

Technical assistance needs in and around protected areas will be provided through 
SAVEM to benefit local users. Potential technologies vary from alternatives to (see 
Annex XII), development of aquaculture, development of sustainable uses of local 
biodiversity, small-scale, local selective logging concessions and development of 
ecotourism (see SAVEM Annex X). The key requirements addressed by KEPEM for 
improving the capacity of local natural resource users to manage and govern their 
resources arc: 

a. e hent ives For t0r;ll-Level N a t u  R ~ S O U M : ~  
-. 

Rationale 

The rationale behind KEPEM's emphasis on facilitating local natural resource 
rnanagtment initiatives lies in the relationship between resource and resource user. With 
a few exceptions, Madagascar's natural resources are legally and functionally free public 
goods. Whether by formal "droit d'usage" in the forests or customary law governing 
fisheries and watersheds, the use of Madagascar's natural assets is considered a birthright 
of the citizenry, This legal regime has resulted in overexploitation and degradation of 
resources, since users benefit from the resource in direct proportion to their ability to 
exploit it sooner and faster than competitors, while the associated costs are distributed 
over the entire society. A key assumption underlying the KEPEM hypothesis is that 
providing local natural resource users with more control, responsibility and assistance in 
the maintenance and production of resources will result in more sustainable management, 

-since the -long-tern-social-costs and- benefits of investment; protection and conservation- 
will be incurred directly by those in control. 

- -  - --- The issues involved - --- in . -- improving the e - . a framework - A  - --- -- for management-and -- g~vern~ce~oflocal  
n & r d  resource users are multiple and complex. They include resource property rights, 
boundary-setting, use authorization, investment, financing and dispute resolution. The 
KEPEM program recognizes that this complex set of issues has no single solution in 

~ k r A z m ~ i i ~ f ~ i + p P r i ~ d - l @ 6 t v e f i ~ i 2 t ~ ~  
clarify t h e s e  issues is -nsessgy, _ _  _ --- _ - - - - _ - - - -- - -- - - - -- - - - - 

- Local natural resource users face strong policy-based disincentives to manage the 
renewable resources on which their production systems are based. Their rights to natural 
resource exploitation under customary regulations may be clear, but they are weak or 

- non-existent under formal rules. First-line users lack authority to control access to 
resources that have become scarce, such as fisheries, pastures and woodstocks in some 

- - parts of ~adagascar.-~uch-resource~-are-effeclively-on-access-gs--~hen-demand-~~~-~~~~~ 



for open access murces outsuips supply, the situation creates a powerful negative 
dynamic that worh against management for sustained yield. Instead, each potential user 
has an incentive to harvest as much of the resource as possible before others exhaust the 
supply. Such situations are still uncommon in many parts of the island, but growing 
population pressure makes escalating demand predictable. If the rules authorizing 
resource users to exclude others are not in place by that time, natural resources will be 
rapidly devastated, and with them, remaining biodiversity. 

E v a  when resources, such as pasture grasses, are abundant, local users lack legal 
authority to make and enforce use rules to control their conduct and that of non-local 
users. In consequence, pastoralists have little ability to regulate the use of fin as a 
pasture management tool. Wildfires often rage through abundant pastures. Too frequent 
bums degrade the resource by killing off the best perennial grasses, exposing soils to 
erosion, and bottom land irrigated rice lands to siltation. The same dilemma faces 
fishermen and forest dwellers who wish to manage those resources for sustained yield. 
However, from some perspectives, e.g. farmers, those resources remain abundant, 
and slash and bum agriculture offers the highest return of time invested in farming. 

Resource users lack formal legal authority to resolve conflicts relating to natural resource 
exploitation. If conflicts cannot be settled at reasonable cost, they will fester. Efforts to 
clarify rules will falter, and unregulated uses will increase. Again, a negative outcome 
for biodiversity conservation is predictable. 

Local natural resource users face another major problem. They lack legal authority, or 
believe they lack authority, to establish taxes or impose in-kind or labor contributions 
upon themselves. Thus first-line users may find it difficult to finance natural resource 
management if voluntary contributions fail. 

The lack of secure tenure rights to land and natural resources and the legal disability of 
direct, first-line users to manage resources become obstacles to better natural resource 

-stewardship+once they- become .scarce-and management becomes imperative to -preserve 
them from destruction. In addition, security conditions have deteriorated to such an 
extent in some parts of the country that local users lack the most basic incentives to invest 
in improving natural r e s o w  conservation and productivity. 

. --------.- 
The proposed assessments (see below) are intended to suggest legislative and -- - - - - - - ---- - --- 

-- admiiiismtive chiXiigi5ii tii facilitaie improved naturalresource~management at the local 
- level. Thew changes will clearly be applicable in the first instance only to those specific 
- sites when the assessments are carried out, and probably will refer to regulatory 

mndifi ca ti nn s a t  t h r 1 ~ . n l q ~ t & y & L ~ & # & & g t & ~ & - & + & & y  

-- - 
monitored. However, these sites may provide models for other sites with similar 

-- - - - 
- --- --- - - -- - - - --- 

e c o l ~ i E a l ~ i i h d s ~ i ~ u l t u ~  conditions, G t h a t  the impa~could become more - 

- widespread. Some generalizations of approaches or regulatory changes may come out of 
these assessments and subsequent workshops that could provide an "enabling" framework 
for improved natural resource management. Thus in its broadest case it could suggest 



potential legal and policy changes for groups following an agreed-upon management plan 
for the natural resources of a defined geographical area (cog, micro-watershed), In this 
care, groups would be exempt from regulatory constraints hindering local management of 
a specified resource. 

d C- at the End of Pwram. 

LEGISLATIVE, REGULATORY AND POLICY FRAMEWORK GOVERNING LOCAL 
USE AND MANAGEMENT OF NATURAL RESOURCES LN PLACE (INITIALLY 
FOCUSED ON SPECIFIC SITES IN AND AROUND PROTECTED AREAS). 

A P e r f o w e  C n m .  
. * 

By the end of Tranche IV, the GOM will implement and publicize the legislative, 
regulatory and policy changes governing local use and management of natural resources, 
based on the results and recommendations of three assessments (see outputs), 

O w .  

In Tranche 11, assessments relating to three closely-interlinked thematic areas (see below) 
will be initiated in each of up to six pilot areas, chosen to represent a variety of political 
and ecological characteristics. The pilot sites will be in areas adjacent to protected areas, 
in which USAID has, or intends to have an involvement through NGOs and local groups. 
The assessments will address the following topics: 

i. land and resource access and use rights, including customary and formal 
regulations. Resources could include forest products, grating resources, water 
resources, including fisheries and irrigated lands, and agricultural land. 

ii. current practices and needed changes regarding community-level revenue 
-generation and-expenditure authority, -including- the-authority to -levy-and collect - 
taxes, mobilize labor and require in-kind conuibutions within defined geographic 
domains and specified taxing limits for investment in sustainable natural resource 
management. 

iii. current practices and needed changes regarding the resolution of natural resource -- - -+ -- - - --- - -- - - - -. - - - - -- - 
manageknt disputes at the local level. 

- 

By the end of Tranche 111, ONE will coordinate the preparation of draft legislation, 
&*.&&fy& a * *  - "-=a, 

based on the results and recommendations of the Tranche I assessments. 
- - - --- - - - - - - - - - - - - - - - - - - - - - - -- - - - - - - - - - - -- - - - - -- - --- - - . 



- - - 
Short-term technical assistance (12 months) will be provided under KEPEM to initiate, 

- - monitor and evaluate the three assessments. Three field researchers (12 months each) and 
six local field assistants will implemen t the assessments. Vehicles, computers and field 

- research equipment will be provided. Support for post-assessment workshops will be 
supponed to present and analyze the study recommendations. 

a NCO Growth and P a r t i c i D a t t o n _ i n J e  -, 

Rationale 

The GOM and USAID will develop a plan for providing the NGO community with legal, 
financial and managerial assistance designed to enhance growth and access to financing. - 

The purpose is to increase the ability of NGOs to serve as effective partners with local 
- 

- associations in sustainable natural resource management, by encouraging them to mobilize 
and support local initiatives. 

NGOs have begun to play an important role in assisting local natural resource users to 
manage renewable resources. Some NGOs are helping users to organize. Some are 
involved in making technical assistance about improved natural resource management 

- - techniques available to users. The activity of NGOs appears to offer a cost effective way 
to transmit appropriate information to users. 

Although the existing NGO community is uneven in depth and quality, there is a limited 
core of experienced organizations with a solid, proven track record over a relatively long 
period of time. Many of these more experienced NGOs use an integrated development 
approach to implementing projects. In addition the creation of umbrella organizations 
such as COMODE and ANAE allows for better flow of information and improved 

-- collaboration .- -- arnong_members, -ver_efore the basis exists~for~the.NGO~community-to 
play a more active role in the long term development of Madagascar. However, much 
more needs to be done in terms of developing the organizational and technical capacity of 

- 

these NGOs in order for them to serve as effective partners to local groups in improved 
- natural resource management initiatives. The centrally- funded A. I. D. PVOINRMS 

project has been attempting to do this through support to COMODE and its member 
. -- instini tions - - - ------.------.-..-I------- - 

- 

The difficulty arises because NGOs are unclear about their legal authority to organize, --  to -- 

- - -- - - - -- solicit gifts-and-grants, to mobilize resources, tocharge for t h e i r ~ s e i V i c e s , t o ~ ~ ~ z e  a 
surplus, and to assist local people to organize. These ambiguities should be clarified and 
the legal status, powers and obligations of NGOs defined in legislation. Present 
legislation is often ambiguous, causing local associations to either not register or to 
register but enter into activities outside the strict definition of the law. This is an 
untenable situation for both local associations and Government for it dissipates the efforts 
of both-to-address .long-term sustainability-in -Madagascar.- -- - - - -- -- ------ - -- -- - - -- - 



W E M  is proposing that the GOM and the NGO community enter into a dialogue to 
d i g u s  the henvision of existing legislation which impedes the effective participation of 
local associations and NGOs as pannets in local natural resource management. The result 
of these discussions will be modification of existing texts by the end of Tranche 11. 

This process of dialogue may necessitate technical Support to the NGO community to 
enable them to organize, plan and present recommendations to the government which 
clearly reflect their needs. COMODE, an umbrella support organization for 
environmental NGOs created through a democratic process within the NGO community, 
has already begun a process of canvassing the NGO community with regard to 
modifications, clarifications and changes in regulations pertaining to NGOs. The 
technical support which is required will allow the NGOs to prepare for meetings in an 
organized and professional fashion and to m a t  with GOM representatives as equals and 
partners in sustainable development. In this way it is hoped that changes to the legal 
framework will reflect genuine needs of NGOs in Madagascar. 

at the h d  of Pr-. 

LEGISLATION ALLOWING NGOS TO ORGAMZE AND TO RAISE AND SPEND 
FUNDS AND TO SERVE AS EFFECTIVE PARTNERS WITH LOCAL 
ASSOCIATIONS IN SUSTAINABLE NATURAL RESOURCES MANAGEMENT. 

In Tranche 11, the GOM will revise its laws relating to NGO formation and action into a 
code that simplifies and clarifies rights of association, legal incorporation and official 
recognition of NGOs - national and international or in partnership with one another, and 
their freedom of action in support of local associations. The GOM will also revise 
legislation for NGOs to establish rights as well as accountability for receiving public and 
private grants, bequests and fees for services, funds raised by appeal or by commerce as 
well as- their-rights to purchase, lease and otherwise -hold -proptjrty; and -to establish 
partnership or contractual agreements with governmental or private entities. 

- - During TranchcJX, the NGGOC)cornmunity will --.- have. -- completed -.-* .- an analysis of legislation - 
impeding the effective participation of NGOs as partners in local-level natural resources 
management. - 

- 
- 

- -- - -- -- -- - --- -- -- -- - - - -- -- - - -- - - - - - - - - - - - --- - - - - - - - - - -- 

Suppon for workshops to present and discuss draft legislation. 

- 
- 

- 

- -. -- -. - - - . . - -- - - -. . .- .A - - - - - - - . . -.- -- . - - - - -. . - - - . . . - . - . . - - . -. . - - . -. - - - - . .. . 

- 



3. N N *  

m e  generation of revenue from natural resources, for the purpose of environmental 
conservation, is a major goal of the KEPEM program. With revenues generated by forest 
producu, and by the establishment of an environmental endowment fund, Madagascar 
may finance the costs associated with the conservation of biodiversity while resource 
users improve their livelihoods. 

3a. E o r e s t t . v R e s o u J . c e ~  

Rationale 

Much of Madagascar's biodiversity lies in the island's forests, the humid forests of the 
east and north, the dry forests of the west and the unique spiny forests of the south, 
Aside from their intrinsic scientific value, the forests of Madagascar are of great 
economic and environmental importance to the nation. It is estimated that products worth 
the equivalent of about $250 million flow annually from Malagasy forests, of which about 
half in terms of value enter the monetized economy, These products range from precious 
indigenous hardwoods to essential woodfuels for the population to medicinal plants of 
importance to both traditional and Western medicine. The forests also yield many other 
products (e.g., ornamental plants) that are easily overlooked, but which, with proper 
management, could make a substantial contribution to the economy. The forests are, 
moreover, a mainstay of the developing tourist industry, particularly as they are the 
habitat of interesting wildlife. Finally, the forests are the home of shifting cultivators 
who, regardless of their controversial environmental role, are practicing an ancient form 
of agriculture which is not an easily replaceable economic reality of Madagascar. 

Most of the environmental functions of Madagascar's forests are well known. They 
include watershed protection, which generally means reduction of peak runoff, low-flow 
maintenance and prevention of abnormal erosion and sedimentation. The latter is 
especially insidious in-terms of destroying-rice paddid-(rice-being th'et@lcf&fof 
island), silting up harbors, and reducing the useful life of hydrc#lectric and other 
reservoirs. Forests and trees in rural areas also help maintain soil fertility, moderate 
climate and ensure the integrity of infrastnrcture such as roads, bridges and irrigation 
canals. The role of forests as habitats of many organisms h a  already been mentioned; - - 

. _--_--.the role-of mangroves as nurseries of many species of fish and shellfish (including some 
of great economic importance, such as shrimp) deserves special mention. 

An asset flow of over $250 million annually is capable of generating significant revenue. 
cvengrven me probiems associated with collection ot stumpage tees, the &EM team 

- -- - - -- - currently estimates-that the GOM could-collect between-$400,000 and $2 million annually - 
- by the end of the program; more exact figures on the potential revenue and actual 

collection goals require further study. Moreover, it  is essential that the revenues so 
collected be expended on investment in the protection and management of natural forests, 

- as these represent the most valuable resource, economically and ecologically. 
- 



me forests of Madagascar arc threatened with degradation and potentially with total 
destruction within the next 20 40 yt!m. The main physical threats include, in a rough 
order of decreasing importance, shifting cultivation, permanent land clcaranccg, 
uncontrolled logging, forest fires and, locally, livestock damage. Aerial photography and 
satellite imagery measurements reveal that, betwan 1950 and 1985, the castem rain 
forest alone decreased from 7.6 to 3,8 million ha. The average annual rate of d e c r w  
during this period was thus more than l i ~ , ~  ha, or 1 3 %  of original forest cover. -fiis 
decrease has been attributed mainly to shifting cultivation, which is becoming less and 
less sustainable as population increases and the forested area shrinh further. 

Deforestation, forest degradation and insufficient reforestation are, howcvcr, also caused 
by social and institutional factors. Among these are, besides more fundamental factors 
such as population increase and insufficient development of the secondary and tertiary 
sectors, cultural and economically-based resistance to change (especially among shifting 
cultivators), social discontent expressed via arson leading to forest fires, inadequate 
legislation, insufficient local control of, and thus vested interest in, resource management, 
insecure land tenure and other disincentives to tree planting, weak market mechanisms 
(notably undervalued products) in the forest industry and a forest service which is 
currently unable to act as an effective steward of the resource for which it is responsible. 
The problems facing Madagascar's foresy sector are analyzed in more detail in the 
Annex XII. 

a 

Remedying and reversing the trends in Madagascar forestry described above %Ill 
obviously require a concened effort on many fronts over a long time. Economic 
development that is less reliant on natural resource mining will also play a crucial role in 
the conservation of forests. In the meantime, however, policy and other interventions can 
reduce and redirect some of the current pressures on the forests. A program such as 
KEPEM, especially in an initial phase, can neither attack certain immediate threats to the 
forests -directly nor intervene on all institutional and policy-fronts at once.- As the 
implementation strategy outlined below makes clear, KEPEM has to be selective, and aim 
at some institutional reforms that are relatively easy to achieve and yet likely to have far- 
reaching results. These results are, in turn, designed to serve as the foundation for the 
next phase of reforms. 

- ,- .--- - - - " - &- - - ----- ---- +---- - 

The basic strategy in the forestry sector is to emphasize one major economic reform, and 
to promote a series of studies and planning actions which are intended as building blocks 
towards a better howledge of the resource and of its sustainable yield in the light of the 

C . . 0 .  - 
unTCclrr lul u-1, r rie 

- - - - - - a n d  strengthening oftheForest Service-(DEF) because-a-major, mu1ti:donor institution--- - - - - - 

building project (GPF) is attempting to address the weaknesses of this service. This 
project undewent a mid-term review in March 1992. However, USAID is supporting a 
"debt swap" with WWF which will provide support to field personnel of DEF. 



The major clconomic reform proposed is the ostllblishrnent of national table sf ma - 

smmpagc tea (i.e., which r&&t as flmly rs porsible the valuc of wood "on the stump' 
to the markrta and to wicty)  and of an effective system for collating these fees. This 
policy intervention is directly relevant to the revenue gcncntion thrust of U P E M .  
the moment, stumpagc fees exist but they do not remotely rcflt~t real valucs, rhoy arc 
negotiable to the point of being mere nuisance wes, and few of them are collected (less 
than $20,000 in 1990), As a result, wosd is wasted at hawest, even the highest-quality 
wood is seldom transformed into products that rcflcct its inuinsic value, and revenue is 
not generated for sustaining thc supply of wood products, 

With a published, official tabla of stumpage fees, and the means and will to collect these 
fees, the GOM would send a clear message to the markets and society at large that wood 
is a scarce resource, that the scarcer the resource the more reason for restricting its use to 
high-value-added products, and that the value assigned to forest resources must include 
the cost of replacement ~f those resources. In tu rn ,  GOMIDEF would begin to generate 
revenues that should be used to introduce sustained management of the forests. It is 
estimated conservatively that if an average stumpagc fee of only $4/m3 (or twice the 
current highest fee; real fees exceeding S10/m3 are conctivable for many of the most 
valuable catcgones of indigenous sawlogs) were levied on sawtimber corresponding to 
only one third of the total annual output of sawnwood (300,000 m3), $400,000 could bc 
raised annually; this amount compares to a 1990 operating budget of DEF of S1,2 
million, An average fee of W m 3  levied on the 400,000 m3 cut in 1987 under 293 
commercial logging permits would have yielded $2 million. That still leaves large 
volumes of wood on which stumpage fees could be levied, If stumpage fees were to 
represent only 3 % of the estimated total monetized flow of forest products of $120 
rnillion/yr, then nearly 34 million could be generated for investment in forest 
management. It is clear, however, that a large part of the stumpage fees will be most 
easily collected from large logging permits; there is the risk, therefore, that if sawtimber 
stocks are already declining drastically, substantial revenues from stumpage fees will not 
be-sustained,-and_~ther~~means_of_financing~foresr con:ervation -will-have to be found. 
Hence the need to assess this risk as soon as possible, as described below. 

The preparation of a valid stumpage-fee schedule will require a series of steps. These are 
mainly a series of economic and financial analyses for the various categories of wood in 
order to determine residual market values and/or replacement costs. The latter will be 

- - problematic for indigenous hardwoods on long rorations: it is prsible that if sixieUl--------T 
values an factored into the calculations, the stumpage fees may well become prohibitive 
and amount a a logging ban, which then raises policy issues. The analyses will also 
have to consider the inflatianarv effects of various level< of fee<. ecneciallv in the c a w  nf 

- - - - - - -- - -- 
wood used for charcoal. It is proposed, however, that for some categories of sawtimber 

- - - - 

the stumpage feesae-ctirrcntly so low that they can be-taised arbitr&ly pending funher 
analyses of real values or replacement costs. The use of some plantation wood, at the 

- 
motvent in oversupply, could be encouraged by means of a symbolic reduction in its 
stumpage fee. The revision of fees in the form of sales taxes, for example, on firewood 

- and charcoal should await thorough analyses or' likely impact at the retail level. 

____l__-l-__-__ . _ I--I-. _ - _ ..__ . --- --I ._ - ---- -- - - --- - - - - - .- - - 



INCREASED FOREST REVENUE COLLECTION, 

- 

:n Tranche 11, the stumpage fees for pine and rosewood will be adjusted to 
better reflect market value and replacement cost. 

In Tranche III, the GOM will institute an improved financial management system for 
billing stumpage fees, assessing the value to be collected, assuring collection and 
controlling fee payments from the field to central revenue, and for eventual transfer to the 
National Forestry Fund. This will include revised reporting and accounting procedures 
beween the field and the centrd administration, so that in the future amounts billed by 
field forestry agents in connection with logging permits can be reconciled with the 
balances in the National Forestry Fund. i t  will also include projections of revenue flows 
as a form of financial control. 

By the end of Tranche IV, the GOM will have published a comprehensive stumpage fee 
table reflecting appropriate valuation of the main categories of timber products. 

Outoufs, - - 

By Tranche 111, the GOM will have developed an improved financial management plan. 

By Tranche 111, DEF will have also completed a preliminary assessment (conducted in 
concert with other ongoing inventories such as through GPF) of the remaining 

- 

commercial volumes of valuable indigenous hardwoods on which much of the generation 
of forest revenues depends. This assessment will be used to p r o j ~ t  revenue flows. It 
should also serve as the basis for an equally preliminary definition of cutting quotas for 
valuable sawtimber, possibly by regions, pending.fu-ghcr in_v_entory and assessment of 
-. . - ..-.. - - - - -  - -- - 

regeneration and sustainable cuts. - 

Short-term Technical Assismce (total 30 months) will be provided to help design and 
- --- - ---- --- carry- out the preliminary timber volume assessment (Forest - Inventory -Specialist: -6 - 

months), develop revised stumpage fee schedules (ForestIResource Economist: 12 
months), and set up and test improved financial management systems (Financial - 

Management Specialist: 6 months). A Forestry Coordinator (ForesterIResource 
Specialist: 6 months) will assist with the coordination and technical direction of the forest 

- 

revenue and management-TA,-- --- --- - 

- -- --- - -- ---- - - - - - - - -- - -- - - --- 
p- - ---- - -- 



Rationale 
An impomt percentage of Mu*giiSU's threatened biological diversity is dependrst on 
the munuy's shrinking natural forests. Improved management of natural forests for 
mnomic as well as ecological benefits is the key to biological diversity conservation in 
these regions. Development and management of protected areas is a recognized priority, 
being addressed through S A W M  and other initiatives. The rationale of this component is 
to improve the management of those natural forests, outside of the protected area system, 
that are currently exploited in a non-sustainable manner for a variety of forest products 
(e,g. timber, charcoal), so that they can bacome more sustainable and provide models for 
rational forest exploitation throughout the country. 

Madagascar's naturai forests are under threat from a variety of practices, notably slash 
and bum agriculture and other land clearing practices. However, some forests are being 
increasingly degraded and destroyed through a non-sustainable exploitation for wood - 
products (often charcoal in the dry forests of the west and southwest, and around urban 
centers; and timber in the richer forests of the east). These practices often entail 
destructive secondary effects such as encouraging slash and bum agriculture through 
increased access via logging and transport routes and facilitating brush fires through 
opening up and drying out of the forests, The result is that valuable forest resources that 
are potentially renewable and harvestable on a sustainable basis arc lost, depriving the 
country of valuable economic and ecological benefits. This element of improved natural 
forest management thus builds on and complements the previous element of increased 
valorization of forests and forest products. It is hoped that sustainable managehilent 

- 

models can eventually be developed for different types of forests under different 
management regimes for a variety of products (including so-called minor forest products, - -  - 

- that might have great -value on the local economic market;-and potentially i rnportant-value- 
on a wider market). Clearly such plans represent a major, long-term effort and - 
investment of research and resources. However the long-term benefits are also great. 
KEPEM, as a relatively short-term policy reform cannot address many of the - 

long-term technical issues, but it can suggest that the increased revenues planned to be 
flowing from fomt products as the result of reforms proposed in the previous section be-------.--- 

I_ _ ______ . -^ -.--- increasingly fiveskd in natud forest management, often t h o ~  forests from which the 
revenues are raid. Ultimately the National Forestry Fund may be decentralized to 
facilitate the investment of revenucs generated to locally to local management plans in the 

: I --- L '  . * * ' . . 
wmr - am YFD'CPA- -on wftlcn 

- - -  

should encourage lo@ Wcipation ---- in the development andexecution of such plans. --- - - - -- - ----- 

ThZsCinitidves ~ K n e e d  to be integrated into other initiatives ongoing or proposed 
under TFAP, GPF and other activities in the sector. 



- INCREASED USE OF REVENUES FOR THE IMPLEMENTATION OF lMPROVED 
NATURAL FOREST MANAGEMENT PLANS. 

A P e r f o m c e  C n & c ~ .  
8 .  

In Tranche IV, the GOM and USAID will agree that 50% of the National Forestry Fund 
will be expended on investment in the maintenance and protection of natural forests 
outside of protected areas (with budget line items and expenditures to be proposed and 
approved in later years), This will equally apply to subsequent years over the life of the 
program 

By Tranche III, DEF will initiate, in conjunction with the forest inventory now underway 
under GPF, the preparation of management plans in at least one area (probably the 

- Moramanga region, assuming that the necessary inventory data will be available) using 
funds from the National Forestry Fund. The aim is to establish, on a pilot basis, the full 
linkage between revenue derived from stumpage fees, the availability of inventory data, 
the preparation of management plans, the granting of logging permits, and, in turn, the 

- more accurate assessment and invoicing of stumpage fees. 

Short-term technical assistance (Forest Management Specialist: 12 months) will be 
provided to assist in the preparation and use of management plans in an area of natural 
forest. 

&a lor U v i r o m  
- - - - 

BnriPndr- 
i, Purpose 

The rationale of the Endowment Fund is to provide continuous access to financial 
- resources for 1ongm-m efforts to-manage the natural resources of Madagascar,-that-arep-------- 

secure in the &ce of shifts in national policy, political party and donor priority, This will 
be achieved by investing a significant capital, the interest from which will generate 
financial resources to support local initiatives in improved natural resource manaeement. - 

. - - - - --- - - 

and other environmental priorities to be determined. It will seek the participation of a 
- -  wide-representation from Madagascar's-NGOcommunity and local-society t o - f ~ r g ~ a - ~ -  -- -- -- - 

-- 

broad-based consensus orrt the priorities and approaches for wise stewardship of the 
country's natural resources. By virtue of its organizational design, the endowment is 
intended to increase participation of NGOs in sustainable environmental management, 
create innovative partnerships among NGOs, the private sector and government agencies 
and develop a permanent source of financing to which other donors and others interested 

-- -- - - in_environmental~cons~ation.cou~d.cont, - - - .- . .- - - 



As a Malagiuy foundation, the Endowment will help foster the growth of a national 
on natural resource management and will work to prevent environmentalism 

from being characterized as an agenda of foreign donors and NGOs. 

ii. Structureand Function 

The endowment will be created as an NGO under Madagascar law governing non- 
governmental organizations, and will function as a foundation, providing a perpetual 
stream of income from an invested capital base for grants and loans to qualifying 
organizations and groups. Decisions regarding investment and awarding of grants and 
loans will fall to a Malagasy Board of Directors recruited from the private, public and 
non-profit sectors by a selection committee made up of two representatives from the NGO 
community, and one representative each of US AID, the GOM and the private sector, 
The process of creating the Board of Directors has been designed to maximize the input 
and influence of Malagasy NGOs in the drafting of the charter of this endowment 
organization and its management. Options for methods of recruitment and replacement of 
the Board will be explored, and could include competitive bids from individuals or groups 
(including existing NGOs) or a rotating committee of selected individuals, 

iii. Financing 

The fund will be capitalized initially by the GOM, in the amount of $12 million 
equivalent in FMG, as part of its 25% contribution to the KEPEM program. A local 
account in the name of the Endowment will be established at the banking institution 
offering the most favorable terms for investment. This institution will then act as 
fiduciary agent for the Endowment. Decisions regarding the fund's investment, 
management and stewardship will be solely the responsibility of the Board of Directors. 
A financial accounting system will need to be built into the Endowment, for grant 
management and accounting, etc., which will need to be credible enough to attract 
additional investment. External audits may need to be programmed into the Endowment's 
organization. - r 

iv. USAID and GOM authority/responsibility over the endowment 

Once the endowment is fully functional, and all performance criteria have been met, 

--- - 
neither USAID nor (he GOM, nor their represenktives, will have any responsibility or - - - -- -- 

---authority to monitor thi finctioning of the endowment; exwt insb faras- responsibility or 
authority is delegated by the Board of Directors or by the charter of the endowment 
organization. 

Establishing an effective and functional Endowment Fund requires that a number of 
constraints be addressed. First is the clarification of the legal and regulatory framework 
governing the establishment and operation of such a fund to assure continuous funding. 



- 

- 

- 
Mg will k d h t l y  addnssed through KEPEM performance criteria, including the 
capitalizati011 of the fund through domestic budgetary resources. Sound financial - 

management of these resources will be essential and technical assistance will be providd 
under KEPEM for this aspect. 

A critical element to the success of the Endowment Fund lies in its credibility in the eyes 
of the individuals, community groups and local NGOS representing a broad cross-section - 

of Madagascar's society. In this respect, the importance of their participation in the 
selection and composition of the Fund's Board of Directors and drafting of a charter 
cannot be overestimated. The Endowment's charter needs to be flexible and adaptable to 
accommodate changing agendas and priorities as reflected by Madagascar society. Only - 

in this way will the Endowment serve to develop a true institutional capacity for - 
environmental management. KEPEM will provide technical assistance in developing - 

, criteria for Endowment Fund setup and operations, including administrative management 
and to help the Board develop criteria for grant funding, which is primarily aimed at 
helping local communities better manage their natural resources. More details are to be 
found in the Annex XIII. 

d at the b d  of Pr-. 

ESTABLISHMENT AND FUNCTIONING OF A NATIONAL ENVIRONMENTAL 
ENDOWMENT FUND. 

At the end of Tranche II, the GOM will have revised and clarified legislation to permit - 

the setting up and functioning of endowment funds. At the end of Tranche 111 the GOM 
will have capitalized the Endowment Fund. 

O w .  
- . - - - - - - - - - - - - - 

, 
In Tranche 111, the GOM, in close consultation with USAID and the NGO community - 

will initiate the setting up of a National Environmental Endowment Fund in a local 
interest-bearing account. This will involve an agreement between USAID and the GOM 
outlining the ptocess of selecting a board and cGting a secretariat, and which would: 

.. - - - .- -- -- ---- define the broad goals-of the Endowment-Fund; set the-terms-of-the-funding_instruments; -. 
and specify percentage composition and powers of the board. - 

In Tranche IV, the National Environmental Endowment Fund will be set up, complete - 
. . I  I . I . . # ,  w i h z m x m r  uC W i i - e r m r m ~ ,  y e p  

- -  -- _ - f 12 million, will-have been deposited in-the Fund (50% inTranche 111-and 50%- in -- -- - --- - -  

Tranche IV), as part of the GOM's contribution to the program. 

A long-term advisor (3 years) and short-term technical assistance (12 months) in financial - 

- - - - 
management will assist in developing procedures for the setting up of the National 

- .- - - - - 
Environmental~Endowme~itFund~-Two~computers~~d~~~uipment~will~~~~k~piovide;d~- - 



- 

D, M P A C I '  OF PROGRAM 

a. hcregsed conservation of biological divenity. The program will improve the 
- conservation of biological diversity in a number of ways. However, each has underlying 

assumptions that need to be monitored. Firstly, promotion of improved local natural 
resource management will better conserve the biological diversity associated with those 
resources. Thus decreasing soil erosion or wetland siltation will provide more favorable 
conditions for the maintenance of ecological communities associated with hillsides and 
wetlands. However, certain types of intensive agriculture (e.g. rice production from 

- - converted natural wetlands) may have negative effects on local biodiversity. Similarly, 
bettcr management of forests (including reducing the risk of encroachment, and hence 
forest degradation) through sustainable management plans will enhance biological 
diversity conservation in these important areas, especially given cumnt rates of 

- deforestation due to anarchic and uncontrolled exploitation. Secondly, encouraging better 
natural resource management around protected areas and other natural habitats will relieve 
pressure on those areas by decreasing the need for their unsustainable exploitation by 
local populations. This is a largely untested assumption. For example, at Andohahela, 
improved rice cultivation through the project led one farmer to clear steep forested slopes 
adjacent to the reserve in order to continue cultivating a manioc crop (Wells g &). 

- Also, the potential exists for encouraging immigration into the area to take advantage of 
improved natural resource management opportunities, which might increase pressure on 

' remaining natural habitats. Finally, improved capacity to implement the Environmental 
Action Plan will favor increased biological diversity conservation, which is one of the - 

Plan's principal components, through among other things, improved resource allocation, 
environmental education and research. Development of environmental review procedures 
will help mitigate potential negative effects of investments on biodiversity. 

Impacts on biodiversity will be measured using the Biodiversity Planning Service, to be - 
.-- - set up through the SAVEM-projectrat ANGAP; -This will-involve baseline^surveys -ad-a 

geographic information system to standardize and analyze data. Several projects 
operating in the areas when the KEPEM local initiatives assessments will take place - 

already have a wealth of biodiversity data. The problem will be separating the impacts of 
the KEPEM program versus other project inputs (see Monitoring and Evaluation Plan). 

^ _  _ __________ -_ _-- _ . __ __ __ _ _ _  _^__ ___* _-_ _ 
b. Lmprovd natural resource management 0. By addressing constraints to 

- 

local-l&el improved NRM initiatives, k a l  communities will have the incentives for 
better management of natural resources. Effects of this could include increased soil 

- . + ~m -zmtmmqment, -on or wetlands, greater 
_ _ -regularity of downstream-water supplies, more efficient range-management and-fewer---- - - - - - - 

bush fires. This will lead to increased agricultural and livestock production, as well as 
increased opportunities for non-traditional income generating activities (see 3. ,  below) 



c. IncFePscd economic security of local natural resource usen, By better managing 
local natural resources on a more sustainable basis, the ability of these resources to 
provide continuing economic benefits for local populations dependent upon them is 
enhanced. Measures aimed at a more realistic valuation of natural resources (including 
biodiversity) will also increase the economic security of natural resource users through the 
~rovision of revenue streams, which will in turn lead to increased investment in (and 
Lence returns to) natural resource management. Special attention needs to be paid to 
vulnerable groups such as women and the landless and disaggregated data will be gathered 
through the socioeconomic monitoring unit of the BPS, and as an integral part of the 
Local Initiatives component. 

d. More, better organized, community groups and NGOs. The program will 
encourage the creation and better organization of local communities and associations and 
support NGOs for improved natural resource management. This will be done through 
addressing constraints to the formation and functioning of NGOs, actively supporting 
local community efforts in selected areas and providing resources, through the National 
Environmental Endowment Fund, for local community and NGO initiatives. More and 
better partnerships between local communities and NGOs should lead to improved natural 
resource management (2., above). An increaseh the number and effectiveness of NGOs 
is expected, as well as an increase in the use of endowment funds to support 
environmental issues. 

e, Lncreased effectiveness of Investments. At one level this will be achieved through 
effective EAP implementation, which will ensure greater coordination, less duplication, 
increased control, more coherence and transparency regarding investments having direct 
or indirect environmental implications. At the local levels improved incentives and 
increased support through NGOs will lead to increased investment in sustainable natural 
resource management. This will be monitored through ONE'S monitoring and evaluation 
of EAP implementation, which will be directly supported through KEPEM. 

f;- Increased-sense of stewardship for the-environment.-Perhaps the--most important 
impact anticipated from the program, albeit the hardest to quantify, will be the increased 
sense of stewardship for the environment. This will be as much at a national level, 
through the strengthening of ONE and its effectiveness in wrying out the EAP, as at the 
local level through increased valuation of natural resources and realization of the benefits 
-of better. environmental management.-_Development of an environmental review process - 
indicates the GOM's commitment to safeguarding the environment, and the ecological and 
economic benefits deriving from it, for the benefit of present and future generations. The 
National Environmental Endowment Fund is intended to strengthen this sense of 

- 

EAP Planning, Monitoring and Evaluation (ONE) 
- fully staffed, functioning organization for planning, coordinating and evaluating EAP 
- paper defining roles and responsibilities in environmental policy formulation - - annual workplans for assessing EAP progress - . -- -- . -  . . . -- 

- evaluationof EAP-eff&tii@itiiss--- - 



EAP Coordination (ONE) 
- Cootdinatioo plan for EAP imp~ementation, including division of 

- responsibilities among executing agencies 
- - Procedures for improved coordination 

- More structured meetings between EAP executing agencies 

Environmental Review Process (ONE) 
- General environmental review process legislated 

- - Environmental review procedures for high priority areas elaborated 
- Number of investment projects passed through environmental review 

- 

- - Number of areas where environmental impact of investment projects mitigated 
- 

Local initiatives legislation 
- Number of sites where land tenure, local governance and conflict resolution 

assessments performed (AID) 
- - Number of sites where local regulatory environmental for improved NRM clarified or 

changed (ONE) 
- Number of national level legislative changes made (ONE) 

NGO Participation 
- NGO code revised (AIDKOMODE) 
- increased number of NGOs serving as effective partners with local groups in improved 

NRM initiatives (AIDICOMODE) 

- Increased forest revenues - stumpage fee schedule adjusted to better reflect market valms and replacement costs 
( D W  
- increased collection of revised stumpage fees, as reflected in NFF accounts (Min, of 

FinanceIDEF) - 

Natural -Forest Management -- - - - 

- 50% of NFF expended on na 
- Number of natural forest management plans initiated (AIDIDEF) 

Environmental Endowment Fund 
- - - - -A - -- -- - Structure, inc. Board of Directors, secretariat and financial body.ofEF, in-pla-(AID) - PrdceduG, b. replacement of BOD, accounting-and programmatic criteria, in place 

(AID) - EF capitalized (AIDlMin of Finance) @+w""' 
U) 

* 



W.  FINANCUI, PLAN , ,  

A. INTRODUCllON 

The Financial Plan for KEPEM includes a description of the NPA dollar disbursement 
uses, mechanism and schedule, the method of implementation and financing, budget 
estimates, and host country contributions. 

B. DOLLAR DISBURSEMENT USES, MECHAMSM AND SCHEDULE 

US AID financing for KEPEM totals $33,000,000 of nonproject assistance. This 
assistance will be provided in mches  as specific conditions arc satisfied and will be 
provided on a cash disbursement basis. As required by Agency guidelines, USAID 
requested and received authorization from AID/W to use this mechanism (See Annex 111). 

1. Uses. 

The GOM will use KEPEM NPA dollars for debt servicing payment. Eligible debt 
consists of all outstanding debts to multilateral organizations such as the World Bank, the 
International Monetary Fund, and other international organizations such as the Afiican 
Development Bank. Madagascar is burdened with the same debt overhang that many 
developing countries suffer; the debt service ratio in 1991 equalled 90,7 percent of GDP 
and total outstanding debt equals approximately 136.4 percent of GDP. Currently, debt 
servicing totals 80 percent of export receipts. The total eligible debt is equivalent to 3993 
million. 

It is reasonable to assume that the GOM will use the KEPEM nonproject assistance to 
service existing debt rather than retire debt principal in light of recent decisions among 
official bilateral creditors, especially the Paris Club, to cancel or reschedule official debt 
under -increasingly concessionary - tens.--Notwithstanding these debt nschedulings, 
service requirements on multilateral debt which cannot be tescheduleG according to the 
terms specified by the World Bank and the IMF, remain significant. 
Agency guidelines q u i r e  AIDIW authorization to use nonproject assistance to service 
eligible debt. USAID requested and obtained the required authorization as indicated in 
Annex m. 

I _ __ ___ __ ---- -- - 



The following table shows the debt eligible for payment through KEPEM, 

Table 2 

MADAGASCAR'S ELIGIBLE DEBT 
(h.Wions of US S equivalent) 

World Bank group 
I IBRD 
International Development Agency 
International Finance Corporation 

In tcrnational Monetary Fund 

Other International Organization 
African Development Bank 
African Development Fund 
CEEJBEI 

AMOUNT -- 1- 
as of end 1990 as end of 1991 

Million SDR W o n  US $ Million SDR Million US $ 11 

- - 
- *-Estimated Total ai%f -1213 S191 

Source: Central Bank of Madagascar, May 1992, USAID staff calculation 

FDA 
Other (BADEA, Ligue arabe, OPEP) 

Export-Impon Bank 

TOTAL 

-____ __ _ _ _ _ - C _ _ _ _  ___I--__ -- -C___--------- -- 
In order to track the use of NPA dollars, the GOM will be required to submit a schedule of eligible debt * 

to be serviced with tlac release of each tranche disbursement. The schedule will indicate the creditor, 
amount due and due date. The Ministry of Finance which will be responsible for the overall 
management of f 

- - - based on proof that required-conditions have been met along with the eligible debt schedule to be paid:- - -  

USAID will then send a Project Implementation Letter (PIL) that conditions have been met and debt 
service approved. The USAID Director will then sign a Financing Request which the Controller will 
transmit to AIDIW for disbursement. 

- - -  - . - 
- ____.-__.I - -- - 

19.22 27.5 20,l 28.7 
21.32 30.5 18.4 26.3 

13.4 19.1 13,4 19.1 

909.5 1300.5 988.5 1413.5 



 he U.S. Tfa~ury  is then notified to disburse the funds to a bank in the U S ,  at which 
h e  GOM hu set up iu account. The Ministry of Finance must establish a w p m ,  non- 
commingled, intcmt-baring account at a U.S. bank acceptable to USAID. The Ministry 
of Finance will instruct the U.S. bank to release the funds for direct payment of the 
sp i f ied  debt as approved by USAID. T'hc Ministry of Finance will then iubmit proof to 
u s 0  that.the debt has been paid. Any interest accrued in the U.S. account will also be 
used for debt payment and will be indicated in the list of debts paid after each tranche 
disbursement, USAID will receive monthly statements from this account to monitor 
funds flow, 

3. Schedule 

The schedule and amount of tranche disbursement is as follows: Tranche One - June 1992 
for $8 Million; Tranche Two - October 1993 for $7 Million; Tranche Three - October 

- 

1994 for $8 Million; Tranche Four - April 1996 for $10 Million 

DISBURSEMENT SCHEDULE - CHART 1 
((6000's) 

Thouaanda 
12000 1 1 

eooo C 
i 

6000 1- - -  - 

4000 - 

'2000 - 

- 
Jun 92 O c t  93 O c t  94  April 90 

- - - - - - - - - - -- ---- - - - -- 

Series I 



B. METHOD OF IMP-ATION AMD FINANCING 

~~~lD/Madagas~ar  ha selected the following A.I.D. methods of financing: c a ~ h  
disbursement. A.I.D, direct payment, buy-ins to cenWy funded AIDlW projeeu, md an 
institutional contract using direct reimbursement. Based on an assessment of the 
adequacy of the accounting system of the i~stit~tional contractor, letters of credit and 
bank letters of commitment may be used. 

Table 3 
METHOD OF IMPLLMENTATION AM) FINANCING 

lTEM I NPLEMENTATION 1 FINANCING I EST.AMOUNT 1 I I 

NPA I USAID 1 Cash disbursement s33.ooo.000 11 
I 

COORDINATOR Personal Svc. Contract PSC - Direct payment 875,000 

INST. CONTRACT A. I. D.  Direct Contract Direct reimbursement 6,325,000 

BUY-INS AID/ W - Buy-In 1,150,000 

EVALUATION A.I.D. Direct Contract Direct payment 200,OOO 

AUDIT A.I,D, Direct Contract Direct payment  ow 
CONTINGENCY 390,000 

Table 4 gives more detailed information about the Project. The institutional 
contract and buy-in to the AIDIW projects will include technical assistance, 
commodities and training. 



I 

I. TECIINICAL ASSIST 
Insiiiuiional Cuntrici I 

PSC Cuordinaiur i 

V. EVALUATION ~ 
'- AUDIT 

I 

V1. CONTINGENCY ~ 
I 

&ID TOTAL KEPEM 
I I 

~tiitura a& presented in Table 4 below. A drlililed budget 

TABLE 4 

-- 

'ROJEC 



The aOM will providc the squivdcnt of 14,000,o in support for mFEM which ha a 
value of 25 percent of the o v e d  cost of the program at $56,000,000, The hast 
country contribution will consist of aluivalcnt of $12,000,000 for the cndowmcnr fund 
and thc remaining $2,000,000 from thc rCqh!d support of 20 percent for O m ' s  
recurtent cost budget and in-kind contnbutians such as offlce suppan and space and 
counterparts provided for the insdtutionai contract team, The GOM will makc two 
deposits into the endowment fund of f 6,OOO,OOO cash at the time of thc third and fourth 
uanchc, Tha rate of exchange used to dctcrminc the equivalent of local currency to ba 
deposited will be the highest prevailing rate of exchange a3 of October 1, the beginning af 
the Fiscal Year of the United States Government, preceding the GOM budact year in 
which thc deposit is due. It will be thc responsibility of the institutional contractor to 
track host country contributions. 



m e  KEPEM Program consists of two elements: (1) NPA policy reform activities and (2) 
sp: f?c  project activities to support implementation of the required reforms. This at ion 
of the PAAD describes how each of these elements will be implemented over the Life of 
Program Funding. 

B, POLICYIPROJECT MATRICES. 

1. Policy Matrix. Table 5 presents each of the three program policy themes, details and 
timing of performance criteria and expected tranche release dates. As stated at the 
bottom of page 46 of Table 5, Tranche One will be disbursed upon signing of the 
Prognun Agreement. The performance criteria for the release of tranche one applies to 
the implementation of the entire KEPEM Program rather than to any one individual 
theme. It is expected that the GOM will meet all the performance criteria specified for 
first tranche disbursement by the signing date of the Program Agreement. In addition to 
meeting these initial performance criteria. the GOM is also nquired to provide a list of 
eligible debt to be paid with Tranche One. This is a recurring condition precedent 
required for the release of each of the tranches. 

2. Projcct Matrix. Table 6 presents the project inputs which will be provided to carry 
out the necessary reforms, expected outputs. and end of project status. Project 
implementation will be tied to the GOM's meeting prformance criteria. 



UEPEM NPA 
TABLE 5 
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I 
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timing d me policy mam thlDugh appoval ty the C a m  
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TABLE 5 

GOM amtributes 20% GOM contrdmtes 20% 
ol ONE'S recurrefa d ONE'S recufrent 

budget budget 

F E D  ENDPOrn 
GJ=Cffd-iltEQp)_ - 

C e n t r d p d i c y ~ e n d  
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the EAP e m  --- - - 
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TABLE 6 

Pi4OGRAM THEMES 
ELEMENTS 

OUTPUTS 
Jun.94- May% 

k!? 3 - ? 
May 92-1 May 94 

vru?;l - 2 
I 

INPUTS FUED END R X W S  

Elomont A 
Ran. monitor and 
o d u a ~  lh. implorno 
0I lh. U P  

3dueIion d U1. 
~ l . c ~ n o s m  d tho EAP 

1. Chm long- tmrm odwsor (4 pa) in omdronmontal 
P ~ Y  0-b- 

2 Om long - tarm oduiaor (4 y o w )  to supporl 
IrnpbmedUon and m l w n  d tho UP 

El?!n?@ B 
Olroq#bn coorbrut 
unong organizalonr 

to impl.rnonl 
Iho EAP I. Shod-1orm TA (b month.) (or dwdopmod 

d r d o w  p o c o u  
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C. IMPLEMENTATION PLAN 

This will be at two levels: 

a) The KEPEM Evaluation of Program Team (KEPT) w9.I be responsible for determining 
whether the program has met performance criteria in order to trigger release of tranche 
disbursement. As specified on page of Table 2, the formation of the KEPT is one of 
the performance criteria for the release of Tranche One. The KEPT wiU consist of the 
Director of the Treasury from the Ministry of Finance; the Director of Program and 
Evaluation from the Ministry of Budget and Plan; the Director of the Ministry of Stau. 
for Agriculture and Rural Development which is, the parent Ministry of the ONE, and the 
Director of USAID. KEPT will meet at least twice a year to review progress towards, 
and achievement of, progmm performance criteria. 

b) The Program Implementation Committee (PIC) will be responsible for reviewing on a 
more regular basis progress towards the end of program objectives, including 
performance criteria and projectized outputs. The Committee will meet everyfour 
months, and will need to be responsive to a changing agenda under a shifting government 
structure and an evolving EAP. The PIC will also assist the Ministry of Finance, ONE 
and other technical ministries in the overall coordination of the program. Members will 
include representatives from ONE, DEF and other technical ministries as appropriate, as 
well as the USAID KEPEM Program Officer and the KEPEM Program Coordinator. 
Other technical ministries represented may include the Ministry of Interior, responsible 
for NGOs, and the Ministry of Finance. The ONE representative from the PIC will serve 
as secretariat to the KEPT, preparing the agenda, prognsr reports, identifying policy 
issues and malcing recommendations for the semi-annual matings. (See Chart No. 2). 

The Ministry of Finance will be responsible for the overall implementation and 
coordination of KEPEM. The Ministry of Finance will be responsible for assuring that 
performance criteria are met and submission of evidence to that effect. It will also be 
responsible for furnist..g the list of eligible debt to be paid with each m c h e  
disbursement and verification that the debt has been paid. 

-ONE will be the principal executing agency of-KEPEM,-through which.implcmentation _ 
efforts will be coordinated. DEF will be a key technical agency for program 
implementation, particularly for the forest revenue generation and expenditure component. 



Within USAID, the Agriculture and Natural Resources (ANR) office will be responsible - 

for the overall management of KEPE1C.I. The Environmental Officer will be the W E M  
Program Officer (this person is also SAVEM Project Officer, thus reinforcing linkages 
between these two major and ~ m p l e m e n t q  efforts) and will be assisted by a Program - 

Coordinator. The Program Coordinator, who will be hired though a US,  Personal 
v 

Services Conuact, will be responsible for the day to day management and coordination of 
W E M  within USAID. This person's responsibilities will include monitoring the - 

performance of an institutional contract which will be responsible for carrying out project 
I 

implementation, overseeing the activities carded out through the use of AID/W centrally- 
fund4 projects and coordinating with the Ministry of Finance to ensure that required debt 
was paid. Both The Environmental Officer and the Program Coordinawr will represent 
USAID at Program Implementation Committee meetings. 

The USAID Director will represent USAID on the KEPT and will be the ultimate 
authority on determining whether performance criteria has been met. Once the Director 
has made this determination, the USAID Controller will notify AIDIW that performance 
criteria have been met which in turn will notify the US. Treasury to disburse funds to the - 

GOM US,  bank account as described in Section IV, Financial Plan. The Controller along 
with the Environmental Officer will be responsible for financial management of the 
project element of the program. 

A Mission KEPEM Implementation Committee, chaired by the Environmental Officer 
will meet as required to address program implementation issues particular to USAID, - 
Representatives from the Project Development, Program and Controller's Offices will be 
represented, as well as the KEPEM Program Coordinator. 

- 

- 





CHART NO. 3 
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ent of Water and Forest 
1 
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Program Coordinator 
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A U,S, basad institutional contract will be responsible for implementing project activities 
for the Institutional Performance and Revenue Generation and UK components of the 
project. The institutional contract will wry out project activities by providing technical 
assistance, both long and s h o n w n ;  training and workshops; and commodities such as 
vehicles and computers, 

Under the first romponent, Institutional Performance, the lonptcrrn technical assistance 
team will consist of an Institutional Development CoordinatorIChief of Party for four 
years, a Policy Analyst for four years, a Monitoring and Evaluation Specialist for four 
years, and two local-hire suppon employees. The contractor will also provide six months 
of shon-tern technical assistance for the environmental review process. The contract 
team will work directly with appropriate ONE counterparts with ONE providing adequate 
office space to the contract team. The contract team will work with ONE to develop its 
institutional capacity to implement the EAP, 

Under the third component, Revenue Generation and Use, the institutional contractor will 
provide a long-term Endowment Specialist for three years to work with ONE to set up an 
Endowment Fund, The contractor will also provide 12 months of shon term technical 
assistance in endowment financing and two shon-term consultants for 12 months each to 
work with DEF to help initiate forest inventories, collection and accounting systems, 
develop stumpage fee schedules and natural forest management plans; and, workshops on 
forest revenues and forest management. 

Project activities for the second component, Local Initiatives, will be provided by buy-ins 
to AIDIW centrally funded projects. Inputs will include short-term technical assistance, 
necessary commodities such as vehicles and computers, to carry out three field assessment 
studies in the areas of land tenure, local governance and conflict resolution workshops 
will also be included. AID/W centrally-funded projects such as ACCESS lI, through the 
Land Tenure Center at the University of  isc cons in and, - -  - the Decentralized ~inanci; - - - -  

h7laii@ment Project will tk-iscd to implement project activities under this cornpollent. It 
is anticipated that shon-term technical assistance will consist of 12 person months for 
initiating, monitoring and coordinating the three studies for 12 months: three field 
researches for 12 months each: and, six local field assistants for 12 months each. The 
contractor will also provide suppon to a workshop on the revision of an NGO code. 
- - - -- -. - -- -.-- - -- .- - - -- -- -- - - ---- -- 
Other AIDW centrally-funded projects or Indefinite Quantity Contracts will be uKd2to 
provide bridging activities between program grant obligation and the arrival of the long- 
term contract team, 





D, PROCUREMENT PLAN 

a. Institutional Contract 

The REDSOIESA Regional Contracting Office (RCO) will assist in the procurement of 
technical services, It is envisioned that an institutional contract will be awarded to 
provide three (3) long tern technical assistants for the Institutional Performance 
component for four years and one for Revenue Generation component for three years. 
The institutional contractor will also be cxnccted to provide short term consultants for the 
Institutional Performance component of 6 person months, for the Revenue Generation 
component of 4'4 months, for the Lmal Initiatives component of 3 months as well as 12 
months of policy qtudies, 28 person months of short term training and five trips to attend 
international confcrcnces or meetings for local personnel, It is anticipated that "buy-ins" 
to existing centrally funded contracts will be used to obtain 48 person months of services 
and 72 person months of local research assistants to do assessments of required policy 
changes for sustainable natural resource management under the Local Initiatives 
Component and eighteen person months of services for organizational development under 
the Institutional Performance component. Competition among Gray Amendment entities 
will be encouraged to the maximum cxrent possible. The contracting entity will assure 
compliance with the mandatory ten percent subcontracting requirement of the Gray 
Amendmeni. 

b, Penonsl Services Contracts 

i. A US.  Personal Services Contractor will be hired as the Program Cwrdit~ator 
f i r  five years. This person will work under the supervision of the USAID Project 
O f ~ ~ c e r  and will assist in the management and coordination of all the program 
elements, Either REDSOIESAIRCO or the USAID will do the contracting for this 
individual. 

- 
- - - - ii. A FSPT Personal Services Contractor will be hired as the Program 

Administrative Assistant for five years. This person will work under the 
supervision of the Program Coordinator and will handle all administrative and 
seaetarial matters to support the program. 

a. Responsible Purchasing Entities - 
m t h r - * a f i g g ( D - E F S r S r r t , m  

will handle the start up procurement of residential furnishings and equipment, appliances, 
- - 

- -- computer hardware and software andvehic les~r iddto  su~nrtthe3iihnical assistah% 
under the institutional contract. Any other procurements in support of the T.A.s will be 
included in the contract ad will be performed in accordance with A.I.D. Handbook 14 



(AIDELR) and the Federal Acquisition Regulations, USAID will procure office furniture 
and supplies, rcs4Pential furnishings and equipment, appliances, computer hardware, 
softwan and accessories and supplies to support the U,S.)SC. 

b. Equipment List 

i. Program Coordination 

-- 

ITEMS PROBABLE 
SIO 

PROCURING 
m I 

Residential Furniture, I l ~ t  
appliances and equipment I 

I 

Office and ADP Furniture 2 sets -- 
Computer Hardware, 2 sets 
Software anc; izcccssorics 

Typewriter 1 each 

Office and Computer 1 set 

US AID 

US AID 

US AID 

ii. Institutional Contractor 

- -- 

ITEM QTy 

Residential Furniture, 5 sets 
Appliances and Equipment 
for LT Advisors 
m 

Computer Hardware, 5 sets 
Software and Accessories 

- - - - 

PROCURING 
ENTlTY 

CONTRACTOR 

AMOUNT 
IN U.S. S 

250,000 

CONTRACTOR 

Office and ADP Furniture 6 sets 000 CONTRACTOR 15,000 

Vehicles. field. 4 x 4 4 935 CONTRACTOR 100,000 



iii, Local Initiatives T,A. 

- 

ESTIMATED TOTAL COMMODITIES $561,000 - - 

2. for 

This Project will be funded by resources provided under the Development Fund for Africa 
(DFA). Per Congressional guidelines set forth in the legislation authorizing DFA, all reasonable 
efforts will be made to procure U.S. sourcelorigin commodities to the extent practical. The 
above list was reviewed by the REDSOIESA Regional Commodity Management Officer, Only - 

those items, including motor vehicles, which are not serviceable or maintainable in Madagascar 
have b a n  designated as eligible for purchase from countries contained in A.I.D. Geographic L 

Code 935. The Mission, with the assistance of the Regional Commodity Management Officer 
from REDSOIESA, is investigating the support available for U,S. manufactured vehicles in order 
to establish a Mission Policy that will be reviewed periodically. 

Based on the above, the REDSOIESAIRCMO has concluded that USAID/Ma&gascar is 
taking the appropriate steps in accordance with the Agency's Africa Bureau Guidance to - 
maximize U.S. procurement whenever practicable. The USAID Project Officer assigned 
to monitor this Project will keep records of all commodities, regardless of procuring 
entity, purchased with funds made available by gwgraphic code to include in the annual 
report to AIDIW. The Project Officer will also ensure that the Buy America requirement 
is included in the Scopes of Works for all technical assistance contracts andor buy-ins. 

Commodities purchased with Project Funds will be appropriately marked with the A.I.D. 
emblem. It is the responsibility of the USAID to assure compli3:tce with the A.I.D. 
marking rcqukments contained in Handbook 10, Chapter 22. When marking 
iciqeclUirrmenu-hive not &nc5i@lid with, the ~ h s l o n  will initiagcorr&&e action. - 

E, MONITORING, EVALUATION AND AUDaT PLAN 
- 

This program of monitoring and evaluation is designed to meet two objectives. The first 
bjective is to generate i~ 'ormation that can be used to assess the progress and impact o 

the KEPEM policy reform program on natural resources management and biodiversity - 

conservation in Madagascar. This information will also be used to adjust the program as - 
ir. .'ementation procds .  The second objective is to establish within appropriate 



Madagascar institutions the capacity to genewe snd analyze an appropriate range of 
empirical information to strengthen national policy making in natural resources 

- 

- management. - 
- 

This monitoring and evaluation pkIn encompasses four levels of program implementation 
and progress: inputs, outputs, purpose-level indicators, and goal-level indicators, Each is 
discussed briefly below. The first step is to monitor the disposition of inputs associated 
with the reform program and the complementary project activity. The second sup (and 
the first step in measuring impact) is to establish whether the resources provided as inputs 
have accomplished anything; in particular, whether performance criteria have been met 
and whether anything of significance has happened as a consequence. These are 
output-level indicators. The next step is to determine whether implementation of the set 
of KEPEM performance criteria is establishing a policy and institutional framework 
appropriate for sustainable natural resource management. These an purpose-level 
indicators. The last sup is to establish the effect that these intermediate outcomes may 
have had on biodiversity in Madagascar, which entails an assessment of goal-level 
indicators. 

As with all monitoring and evaluation activities, this will require (a) a long term 
perspective, (b) good baseline data, (c) a comprehensive monitoring system which is - 
embedded in the implementation process, and (d) willingness to accept that many causal - 
linkages might be difficult or impossible to prove. The indicators chosen and the meanr; - 

for monitoring them are discussed in turn below. Input monitoring is probably most - 

smightfonvard, and monitoring of goal-level impacts is most complex. A final section - 
outlines the program evaluation strategy. 

2, - 
In the first three yeate- the program encompasses the following inputs: 

-- A $33 million cash transfer; .. -- 5 person-years of program coordination - 

-- 15 person-years of long-term technical assistance; - 

- 11 1 person-months of shoc-term technical assistance; - 28 person-months of shon-term training; and -- 12 person-months of policy studies. 

The U S D  Progmm Coordinator will be responsible for monitoring and reporting on the 
Cisy;u~iiisn of program and project inputs, which *ill be documented through the normal 
corrcswndence associated with p r m m  and w. 1 damentatinn Th j $ d r c  

memoranda 01' understanding with the Government of Madagascar, project implementation 
lettcrs,Project implementation Orders for technical assistan=-and training; financial 
reports, and program implementation reports. Input monitoring as laid out hen appears 
routine, but is an essential element in the overall monitoring plan since it will provide an 
answer to this question: what specific resources has A.I.D. provided that might account 
for the success of biodiversity conservation efforts in Madagascar? 



The p r o g m  anticipates a range of outputs which are summarized in Tables 5 and 6. 
Three questions can be asked about each performance criterion. First, has the criterion 
been formally met? if so, has on-the-ground implementation taken place effectively? 
And if so, what has been the impact of the policy or institutional change on natural 
resource management and biodiversity? Section 111 D, provides preliminary indicators for 
program effectiveness and impact which can provide such information, although they 
should be reviewed and adjusted as necessary during the course of program 
implementation. Different but complementary approaches will be u@A to provide the 
answers to the three output-!rue1 quesuons: 

a. Meeting of performance criteria. 

The USAID Program Coordinator will be responsible for monitoring and reporting on the 
status of individual performance criteria; for the most part, this can be documented 
through the routine correspondence associated with program implementation, 

- 

b. Effectiveness of performance criteria, - 
Much information regarding the on-the-ground effectiveness of performance criteria will 
emerge within the context of active mission involvement in discussing and guiding the 

- -. process of policy change envisioned in this program, and will be assembled by the 
USAID Program Coordinator. However, the KEPEM program is sufficiently complex 
and multi-facetted that some additional mechanism for tracking program effectiveness 

- 

seems required. Provision has been made for a long-term advisor, whose main task will 
be to assist ONE in the monitoring and evaluation of EAP implementation, which is 
considered critical to the suxess of the KEPEM program. 

- 

- c. Impact of performance criteria. 

The KEPEM program encompasses three mechanisms for tracking the impact of specific 
- 

performance criteria. First, progress reports of the monitoring and evaluation advisor 
will shed Light on the impact of many of the institutional reforms contemplated. Second, 

- - 
the thra in-depth field assessments, under the Local Initiatives component, are intended 
to generate a wide range of impact information regarding both policy and institutional 
reforms, And third, the KEPEM program will be implemented in close concert with 

rojgt, a project spc@ficaly des~gnd tp generate a large amount of 
- 

- 
rmation on on-going ecological and mio-economic changes in 

Madagascar, In addition, much relevant information will be available from the baseline 
surveys and program monitoring activities supported through USAID-funded OPGs in 

- 

&gggafana,Amher Mfuntain , and eluwhere. Infa_matinn frnm thew t h m !  

complementary sources will be assembled largely by the ONE monitori 
advisor, although the USAID Ptogram Coordifiator will b a r  some of th 
responsibilities as well. 



Output monitoring ad laid out here is a more elaborate process than found in many 
programs, This reflects the largely experimental nature of the KEPEM program, and the 
many unknowns and assumptions embedded in the program. It is anticipated that a 
m f u l  focus on implementation and impact of performance criteria and outputs wiU 
contribute to a flexible but product-oriented Mission implementation strategy needed to 
track and respond to the complex and changing political-institutional context for natural 
resource management and biodiversity conservation in Madagawr. 

The overall KEPEM program purpose is to create a policy and institutional framework of 
incentives and revenue generation and use that encourages sustainable natural resource 
management in Madagascar. Achievement of this purpose will be a s d a t e d  with a 
concrete indicator of change: effective naa~ral resource management in areas where 
biodiversity is currently threatened. The same three-part monitoring scheme laid out for 
the "Output" section above will serve well as a basis for assessing progress toward this 
purpose-level indicator. The problem here, from an impact monitoring perspective, is not 
in assembling the information, but rather in making sound judgments about the extent to 
which A.I,D,'s efforts have helped stabilize natural resource management in Madagascar. 
By its very nature, this indicator will be influenced by a large number of other factors. 

It will be difficult, and may turn out to be impossible, to separate out the effects of 
USAID's particular interventions on empirical measures of change, but this is not a flaw 
in the monitoring system proposed here. This monitoring system is designed to collect 
information on key indicators which will shed useful light on changes in and performance 
of NRM policies and institutions in Madagascar, and will therefore provide a basis for 
adjusting the course of program implementation in accordance with empirical 
circumstances. This will also provide a basis for making careful judgments about the 
progress of the program at the purpose level. The USAID Program Coordinator will be 
responsible for preparing inurim progress reports at regular intervals that present such 
judgmem for review by Mission management and Madagascar implementing agencies. 

The monitoring progmm outlined here is embedded in the sequence of program 
performance criteria, and it will be designed and implemented through and with ONE and 
other relevant agencies. In this way the information generated will make a full 
contribution to policy decision-making . Moreover, the monitoring process itself will 
become institutionalitrrrl, thus strengthening the capacity to promote effective and 

5. Level 

The goal of the KEPEM program, like that of the SAVEM project, is to "establish 
stems in areas of Madagascar where biodiversity is 

ened". USAIDIMadagascar has made a solid sfan toward an effective monitoring 
ach by supporting the establishment of ANGAP (through the SAVEM project), an 

organization specifically charged, among other things, with monitoring the status of 



ecosystems and changes in biodiversity in key areas of Madagascar. Hence goal-level 
monitoring under KEPEM will be possible to the extent that the SAVEM project is - 
effectively implemented and to the extent that ANGAP assumes its intended role in - 

Madagascar. 

As with purpose-level monitoring, the results of goal-level monitoring will be 
inconclusive to a degree and subject to debate. This is an inevitable outcome which no 
conceivable expenditure on data and research would alter. This monitoring plan is not 
designed to resolve all foreseeable issues associated with implementation of this policy 
and institutional reform activity; rather, it is designed to keep USAID management in 
close touch with the evolution of key indicators of progress in natural resource 
management and biodiversity conservation in the couny  at large. This is the most 
important reason for undertaking the monitoring effort, Inevitably, knowledgeable 
individuals will make informed judgments about the extent to which the changes observed 
can be attributed to USAID's involvement. 

A comprehensive monitoring plan of the son outlined above reduces but docs not 
elim~n;ite the need for program evaluations. Accordingly, it is anticipated that two 
progrdm asscssments/evaluations will take place during the life of the program as outlined 
below, 

a. F h t  assessment. 

One evaluation (staffed by a consultant economist and a consultant natural resource 
management specialist, and augmented as required with REDSO resources) will take place 
just in advance of the third tranche, perhaps 18-24 months after implementation begins. 
This evaluation will be designed to (a) test the underlying design assumptions, (b) 
summarize implementation progress at the input level, (c) summarize the empirical results 
of the program by reviewing progress at the output, purpose, and goal levels, to the 
extent that this information is available, and (d) suggest any modifications necessary to 
assure progress in implementation. 

b. Second assessment. 

This assessment will take place 12-18 months before the close of the activity, to provide a 
comprehensive assessment of results, which will feed into-the design of possible follow-on 
or second-generation policy adjustment efforts. Each assessment will cost approximately 
$100,000. 

funds have been appropriately utilized. $50,000 is budgeted to cover audit costs. 

- 
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VI. SUMMARIES OF PROGRAM ANALYSES 

A, SOCIAL SOUNDNESS ANALYSIS 
- 

- - 1, Overview 

Cultural variation within Madagascar is a continuum resulting From repeated episodes of 
migration, assimilation and funhcr migration over the past millennium, which h a s  worked 

- 
to diffuse peoples and institutions over large areas, 

The principal modes of livelihood for the 80% of the population living in rural artas are: - 

rainfed agriculture on lands, irrigated production on permanent fields, slash-and- 
bum, cultivation mainly in forested artas, livestock, fishing and to a more limited 
extent hnting and gathering, These do not occur in isolanon but are combined in 
different ways depending upan local ecological circumstances, and regional and ethnic 

- preference. 

KEPEM's goal is to achieve a voluntary, self-interested shift from current, resource- 
destructive, prduction systems to new forms of natural resource management that arc 
sustainable and will contribute to tangible and fairly rapid returns. Motivating people to 
change is a compl~l: orwes:,   ow ever; mere are examples in Madagascar of successful 
initiatives. Bloch c :ter that the Zafimaniry arc themselves changing their production 
system from one based on tavy to one based on intensive rice production in valley 
bottoms (cited in Kottak, 1980:268). Schwennesen et al. (1991), cite pastoraiists in 
Ambalavao that have formed an association to provide veterinary services and improve 
the quality of their pasture. And, villagers are contacting NGO's to ask for assistance in 
setting up nurseries for reforestation projects to increase their access to timber resources. 

KEPEM will attempt to facilitate these changes by working on several fronts. 

Improved envirrrnmental policy evaluation and coordination should mitigate some negative 
effects of policy and action interventions by increasing the transparency of the process by 
which their consequences are assessed. Facilitating local initiatives will materially 
incnase the participation and control of first-line natural resource users in natural 
resource management, and empower them to govern and manage more effectively 
renewable nsources critical to their survival. Revenue generation from fonst products 
will benefit local groups to the extent that they are involved in the generation and 
reinvestment of revenues in local resource management, in this c_ase of forests. 

Local populations will be impacted on two levels: first, at the village or community level 
when local organizations will be supported through policy reform and provision of 
resources to initiate actions in s-gf environmcnalpmtwtinn and Arvrlnpmmt: 2nd 

d, at the regional public service level. Since local communities will be given 
rity to form into action-groups, generate-and manage financial resources, and receive 

technical assistance from public and NGO service centers, they will be able to dinctly 



contribute to the economic growth and well-being of their communities, Agents of public 
sector technical and planning ministries, and NGO organizations responsible for 
implementation of the EAP will be more ablc to fulfill their mandates to mobilize and 
support local initiatives, 

These actions will mainly benefit those communities with homogeneous social structures, 
In areas where there has been a significant internal migration leading to the breakdown of 
social structures, the possibility of being ablc to form village coniminees and comvunity 
self-help groups may not be as effective. Differential impact of program activities by 
socio-economic strata, ranked groups, and gender must be monitored carefully during 
implementation. This level of monitoring will be built into the SAVEM BPS, 

2, Women. 

Ten percent of the farm households nationwide are headed by women, with the 
percentage varying by province. Antsiranana in the North has 21 96 while Fianaranuoa 
and Toliara have only 6% each. Having less land on average than male-headed 
households, these are among the poorest farming units. Traditions governing the division 
of agric!lltuml labor are weakening. Soil preparation task have traditionally been men's 
work. Men also plant and harvest. ~ctiviiies connected with transplanting rice, weeding 
and maintaining garden plots have been women's work. Women also gather firewood, 
cook, tend to the household and nurture children, Today women make use of new 
technologies when available and men will transplant rice in new production zones away 
from their ancestral homes. 

Despite the existence in the past of Malagasy Queens and the high satus of a few women 
in politics and government administration today, their role in production is relatively 
unknown and certainly underestimated. Women enjoy the same legal rights as men in all 
aspects. There are no legal bamers to women marketing agricultud products and in 
most of the couny  women manage the household finances. Decisions to buy or sell is 
usually taken jointly by husbands and wives. However, attention is given to women as 
mothers, hmsewives and teachers rather than as producers and marketers. Consequently 
wclmen have difficulty in gaining access to the factors of production (:and, tools and 
credit); bear heavy household burdens; are isolated in rural anas lacking information on 
new opportunities; and, when working for others tend to be paid less than men. 

Recause of the key role that women play in natural resource management, their active 
participation in local decision~making-and rule setting will be actively encouraged in the 
KEPEM program, notably the Local Initiatives component. 

3. Other Vulnerable Croups 

With the creation and upgrading of protected areas, there will be short-term negative 
- - - 

effectst% ISd populations that have to give up custom* sources of livelihood basad on 
- 

forest exploitation, Those most affected will be landless and land-poor people who have 
- 

few alternatives to traditional resource-consumptive strategies. Sharecropping (mdtayage) 
- is one of a range of contracts by which landless or land-poor peasants gain access to land 

- - and income. Longer-term leasing of land and sale of one's labor are alternatives that 



ne td  to ba considered similar suatcgics for the survival of the poorest mcmbcn of 
I 

rural society. These exchanges arc wonomic relations and social contracts, the 
- 

expectations of each party to the contract and their implications for more efftctiv~ 
I resource management also need to bc considcrcd, 

The key to successful interventions lies in the participation of all users of a given area, 
- 

and particularly those most at risk, KEPEM will addrea this issue through the Local 
Initiatives componerit and through EAP implementation, 

4. Summary 

In the long run millions of Malaguy pcaple stand to benefit from the conservatiorn 
through development goals of the program. This includes the urban population which 
depends on the integrity of natural fores*!~ for water and electricity as well as 'he rural 
people whose rice cultivation will decline if the watersheds continue to be dcgdcd.  
More immediately, if the KEPEM Local Initiatives component initially focuscs on s i w  
where SAVEM will also operate, 60 120,000 people who live h peripheral zones of the 
protected areas will be directly affected. Some of the short-term effects may however be 
negative, as some customary sovrces of livelihood may be curtailed in newly-designated 
protected areas. Those most affected will be landless and land-poor Malagasy who have 
few alternatives to natural resource exploitation. Participation of the affcctcd populations 
should minimize damage to them and win their understanding of the need for change. 
However, there is no single recipe for success, especially in the light of the diversity of 
Malagasy society and culture. 

B. INSTITUTIONAL ANALYSIS 

1. A Turbulent Political Backdrop 

Madagascar is undergoing rapid political change. After seven months of street 
demonstrations and paralysing strikes, the coalition of opposition parties and the Ratsiraka 
regime came to an accord on 31 October, 1991 on a new State structure and a process for 
arriving at a new Constitution. The Presidency was stripped of most of its powen, these 
being tranfened to a newly-created High State Ai~thoricy W), supported by a 
consultaCn t body, the Committee for Economic and Social Redressment (CRES) and a 
transitional Government of 36 ministries. This transitional structure hu given itself 18 
months to arrive at a new Constitution and a Third Republic. The process began with 
regional forurm in February, 1992 to canvas local opini~n and ~ l - e ~ t  d&gates for a 
Natiod Forurn d tii field in I& Miarch. -fiE will b e f o l l a  by a referendum on the 
text of the Ccilstitution in June, legislative elections in Adgust and presidential elections 
in November, 1992. The situation is complicated by the emergence of powerful federalist 
forces who are advocating the proposition of a e o n d .  faderalist text alnn$@ (he - 
unitary state text on the referendum ballot. 



- It is unclear how this drama will play out. But it has had, and will continue to have, far 
- reaching impact on the institutional ~uvcturc that rclate, r0 cnvuonmental affairs, These 
- include: 

- 0 The shifting Government structutc has clear implications for the environment, In 
- a period of a few mon~hs, a Ministry of the Environment, Water and Forests, to 

which ONE was briefly attached, has come and gone, An attachment to the 
- Ministry of State for Agriculture and Rural Development (a non-executive 

Ministry overseeing the Ministries of Agnculturc, Water and Forests and 
- 

- Livestock) was approved in March, 1992. The composition of the Government 
following the transition period is uncertain, creating further ptential difficulties 
for ONE, The other executing agencies have been much less affected, either 
because of their non-governmental status, or because their parent ministries have 
remained relatively intact. 

- 

o Continued liberalization and emphasis on the private sector, This has been 
reflected by changes in the administrative council of ONE, from an entirely 
Government and executing agency composition to a greater representation by 

- banks and commercial firms, Private sector growth could conceivably include 
firms specializing in environmental impact analysis. 

o Uncertainty as to the status of local Government (the :ollccttvltts., . , 

which have been "suspended" at all levels except the most decentralized - the 
-). Several proposals would involve major grants of real authority for 
resource management and regulation, taxation of production and commerce, and 
discretion to organize services related to use and conservation of water, land, and 
forest reserves as well as general public services. Such a reform would require a 
significant shift toward local governments and a decentralized policy regime. 
Federalist tendencies however also risk coopting of resources by local elites and 

- - potential replication of already cumbersome bureaucracies; 

o The opportunity f x  environmental groups and environmentally inclined 
organizations, as well as (theoretically) local populations to participate in the 

- 

- development of the new cons tit^^ ion. Environmentally involved NGOs arc 
represented among the 130-member CRES as well as being involved in the 
National Fomm process, 

o A change in the legislative-process, with a substantial shift in initiative and the 
capacity to legislate from the Executive to a more empowered Assembly. A major 
change in these relaticm could significantly affect the processes by which all law 
is made and specifically the way in which environmental policy is debated and 

government is antiquated, mired in procedural complexity, sudpectcd of 
comption, ponderous  an^ slow. A major reform through the constitution could 
dramatically affect its legitimate role as protector of the legal order, human and 

- 
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property rights, and the guardian of basic sacid vdues, In natural re SOurCO 
conflict resolution, its power to serve as arbiter under new cnvironmcntal impact 
legislation, and its capacity to resolve jurisdictional disputes over resource 
domains, could become crucial in the implementation of the EAP; 

In sum, these measures towards a new constitution, and others that may arise during the 
current debate, can havc very substantial impact on thc institutional context in which 
environmental policies arc madc, translated into law, and exccutcd, KEPEM will have to 
take into account and accommodate to these changes as they occur, 

2. The Environmental Action Plan 

Madagascar's Environmental Action Plan i s  an ambitious undertaking, requiring sustained 
Government and donor commitment. ONE is taskcd with oveesecing iu implementation. 
ONE'S central task is policy formation, including the generation of appropriate rules, 
laws and regulatory systems. However it cannot fulfill this task without effectively 
coordinating, monitoring and evaluating all activities within the EAP. The plan of action 
to support ONE and the institutional structure at the center is sound. The necessary 
conditions to its success have been identified and included within the KEPEM strategy. 
In the end, however, it is suggested that it is ONE'S role as institutional innovator - a part 
of the policy analysis task that will result in the greatest impact on the hrnrre of 
Madagascar's environment, No blue-printed program design should uy to replace that 
creative and important function. 

3. Locnl Initiatives 

The most pressing institutional issues are local. The issues involved in improving the 
framework for management and governance of natural resources by first-line users are 
rruhiple and complex. They include resource property rights, whether they are assigned 
to individuals, families lineages or communities. They involve the problems of 
establishing the boundaries of specific natural ecosystems, of defining authorized and non- 
authorized users, of controlling use patterns to ensure sustainability, providing for 
investments to regenerate and protect natural resources, raising the mems to govern, 
manage, and upgrade renewables, and finally, to resolve disputes relating to property, 
access, use and investment rules. 

This complex of issues h a s  no easy solution, and undoubtedly has no single solution in a 
COunhy with u diverse-a range of environments, production systems, socio-cconomic 
organization and local politico-legal arrangements. However, traditional systems for 
making and enforcing rules do exist, though overlain by more recent State-imp;std 
systems, and these offer considerable potendal for setting frameworks for improved local 
i n w a e  --. 

A second issue concerns the ~rovision of technical assistance and irv'ormatim. An 
ineffective Government exteiion system and r poorly developed tiGO service ~ l o r  
pose problems for improved natural resource management initiatives, even though some 
of the techl,ical solutions are thought to be known. An analysis of the cost8 of an 



affective Wernment ~cfvice dasenualization argued against KEPEM addreah8 rhl~ 
weakness, KEPI34 instcad Is supponing greater freedom of organlzadon and oparation 
for NGOP, to incrcasc thcii cffectivencss as panncrs in local resource initiatives, and 
deferring DEF institutional strengthening to [he World Bank-lcd GPF project. 

4. Summary 

The institutional analysis notcs that thc rapidly changing political situation, besides 
presenting some obvious logistical constraints, a h  offers some oppomnitics for 
KEPEM. Greater democratization and decentralization offer wpa for lad governance 
changes, such are proposed under the Local Initiatives component of KEPEM. Thc EAP 
framework, and the relatively stable set of operating agencies under it, has significant 
potential for improving resource allocation, coordination and institutional capacity for 
environmental protection and managcmcnt. KEPEM aims to reinforce GOM 
committment to the EAP. 

C, ECONOMIC ANALYSIS 

1. Lntroductlon 

The relationship between Madagascar's Cnvironment and its economk ; a : . '  institutional 
realities is in rapid transition. Any analysis which is based on a statii: :ndcrstanding of 
what are essentially fluid relationships is likely to be misleading, 

"Environmental degradation" is one outcome of the individual production and 
consumption decisions - patterns of behavior - which make up the macrooconomy, 
Sustainable and widespread behavior change, however, takes time, Thcn seem to be no 
examples, anywhere in the world or at any time in history, of the sa l e  of change needed 
to preserve Madagascar's environment occurring in less than several decades. If current 
resource use trends in Madagascar remain unchanged, the majority of forest resources 

pp'ared by then. 

A time-based strategy must operate at three levels; 

1. it must assure that protection strategies for parlo and reserves remain effective for the 
foremable future; 

2. it mut iniciatc the long term structural changes needed to foster nondestructive 
envircnmental mazsgement as w o n  as possible; 

3. it must offer a need and opportunity driven resourcc mananemenr vision. 

PEM-will address-these three levels,-as part of the national Environmental Acti 
Plan. The basic economic premise of the KEPEM approach is that, in the long run, 
natural resources an only be successfully maintained i f :  

1. it is in the self-interest of those with effective control over resources to sustain them; 



2, mhdcaUy fcrslblc resource managcmcnt aptions cwist and are available ta resource 
managen; 

3, the gencnlizad syslcrn of ir~ccntivcs providzs; clear, conairtcnr ;?nd e,rablc signals in 
support of Ion8 term resourcc inariagcmcnt irut~ntrves, 

Historically, systems of ~xlcnsivc resourcc ;ii;wqp!mCrlt in agriculture and hcrding havc 
been conswnt with the relauve resource enduw~tisnu In rural artas: largc land area 
relative to population; avaiiability of fcnile soils for crops and livestock; rclat~vc 
abundance of forcsrs. As p~pulat i~n has ~ n c r U  and thc rewrarcc base has declined, the 
relative scarcity of land, labor and cap~tal has  changed dramaucally, 

Constqucnccs of changing factor scarcities arc alrcady jccn in many arm: growtng 
migration mndr (from the plateau to lowlands, frorti the south to north!; intansificarton of 
lowland rice cultivation in densely populated zones, furthered by the incr- avvlabihiy 
of agricultawal mputs (as ;r result of more liberal cconomlc rulcs); a revaluation of CIC 
financial ar:.activeness of extensive herding, resulting in herding populations turning to 
sedentary agriculture and, in peri-urban arcas, to wood plantations; the potential for 
emergence of rural labor markets as successful diversification and intensifrawon by more 
pospcrous andlor successful farmers gives rise to a demand for paid farm labora 

In economic terms, these changes reflect adaptations to changing factor scarciues and to a 
changing economic environment, All available evidence points in the direction of 
accelerating change in relative: factor scarcities in the years to come, Resource 
management strategies which capitalize on these underlying trends appear to hold 
promise. 

Changes in relative factor scarcities arc also leading to fundanental changes m rural 
property relations, most notably as a result of growing competition for access to 
resources. Violent conflicts over land access rights have been reported in the Malagasy 
press. Land tenure has taken on increasing imponance throughout the country. Land 
tenure is a compiex issue with several dimensions, including issues of social justice, the 
emergence of "modern" agriculture and questions of direct relevance to environmental 
prom tion, 

2. Market Failures. 

ere Ye-Kmy&id of-market- failures sucfi as land- insecurity; lack of Gmpiti tion, 
distorted pricing, and other negative externalities which have resulted in resource 
degradation and lack of investment in resource production. Like most countries, 
Madagaxar historically has treated its natural resources as free public goods. Forests 

- have provided a reliable and constant source of energy building materials and cash income - 

- - - for loggers of the more sought-after-species. Land, with few exceptions, has bec - - 
considered the property of the state since independence in 1960: a burdensome system of 
titling has discouraged private ownership. The majority of cultivated and exploited 



terrain therefore falls under the rubric of customary usage rights. h d  insecurity - 

translates directly into a disincentive for productive investment, shonening the time 
- 

horizons for Front-line natural resource managers and contributing to the failure of - 
markets to promote capitd investment and the protection of future potential income. 

- - -- 
- 

Market failures are manifest most directly in market prices. Disaggregating the chain of - 

- 

production of various natural resources reveals the distorted pricing of factor inputs. In 
the case of firewood, the vast majority of the resource is collected free of charge by - 
individuals in rural areas. Where markets exist, retailers charge a price which reflects 
transportation costs and other transaction costs of bringing the product to market, but with - - 

the exception of wood produced on plantations, prices do not reflect the costs of 
- - - 

replanting, thc investment cost of maintaining land security and the opportunity cost of 
- 

capital. The factor costs in charcoal production reflect the same market failures as - 
- 

firewood. Transprt costs to the market in Antaninarivo typically account for 33 to 45 - - - 
percent of factor costs, while the local tax and cutting permits average 1 percent and 0.3 
percent respectively. - 

Besides lack of competition and distorted pricing, negative externalities have also 
contributed to market failures. For example, annual deforestatiord throughout the 1980s 
by conservative estimates totals 150,000 hectares per year or 1.5 percent of the natural 
forest cover. At least three distinct externalities are evident in a loss this gnat. The loss 
in terms of biodiversity will never be known in forests characterized by a vast and 
uncategorized array of endemic flora and fauna, but a safe assumption is that the 
economic loss in terms of potential future income is great. Second, the loss of foregone 
present income represented by the underpricing of those wood products actually sold is 
considerable and represents a real social cost. The clearest example is in the reliance in 
urban areas on charcoal for household energy: a sack of charcoal weighing 35 kilos will 
last a family of six in Antananarivo approximately three weeks. The sack requires a 
wood harvest of about 14 percent of the annual sustainable yield of a single hectare, and 
wastes at least 80 percent of the energy potential in the conversion process. Finally the 
ravy itself, responsible for an average of 135,000 hectares or 90 percent of deforestation 
annually bears associated social costs of atmospheric pollution, loss of watershed capacity 
and soil erosion. 

3. Pollcy Fallures. 

A fiscal system designed to promote sustainable management of natural resources would 
tax negative externalities and subsidize positive externalities at levels - - which - - - - - wpuld-_____ _ _ _ 

- promote production-which- would balaiicecukent-net incomewith- future potential net 
income. The tax system governing production of natural resources reveals a broad range 
of small levies, differing according to the resource in question. Aside from these small 
levies, forest products are not subject to additional tax. Commercial forest -rs 
must purchase cutting permits through Department des Eaux et For& (DEF); large 
producers must pay stumpage fees according to a schedule which in no way reflects the 
relative values of the species cut. Small-scale commercial producers must pay a nominal 
fee for a permit or are issued a permit free of charge. 



The dismal collection rate of stumpage fees has been well documented. Although 
approximately S 120 million worth of forest products should be subject to stumpage fees 
annually, DEF is estimated to have collected the equivalent of $4,348 in 1990 (at the 
exchange rate of 1840 FMg per dollar). The overall system of taxation of natural 
resources reveals an implicit subsidization of production. Whereas meat, agricultural and 
forest products are explicitly taxed in such a way as to increase the marginal costs of 
production, the rate of collection, especially with regard to forest products, creates a 
taxless production regime. The access to land and water for production of al l  natural 
resources is essentially open and free, either legally, or functionally in the case of logging 
concessions being able to choose the lands to be exploited in the absence of forest 
management plans. 

Based on a complete analysis of forestry flows around Antananarivo, and on detailed 
recommendations for forest products pricing and taxation strategies, it is estimated that 
recoverable fiscal revenues of the equivalent of $1.12 million for the Antananak~o supply 
zone alone. It is therefore reasonable to conclude that nation-wide fiscal revenues from 
forest products flows can realistically reach an annual level of $2.5 million. 

4. Sustainable Fmncing. 

The key to sustainable financing in Madagasw is collection of revenues. The central 
government has remained well within the limits of deficit spending agreed to under 
structural adjustment, but has done so through a recessionary policy of reduced spending 
and cuts in services. The ability of decentralized governmental authorities to tax is an 
established, but limited right under existing tax law. Awarding budgetary and service 
provision responsibilities to local authorities is not guaranteed to provide a solution, but 
represents one of several options to be explored and tested. The key to success is to 
transfer the budget-balancing discipline exhibited by the central government in recent 
years down the chain of authority to those local authorities which have demonstrated far 
greater success in tax collection and have the potential to provide more effective provision 
of services. 

A traditional cost-benefit analysis cannot readily be applied to the KEPEM program. 
Policy change, in and of itself, does not entail significant costs; the costs that emanate 
from policy change can be significant, but the nature of the KEPEM approach in its final 

- 

form is to obtain a public commitment to long-term stewardship of natural resources, 
generate an internal policy dialogue and create momentum toward sound policy formation 
to suppon long-term sustainability. While KEPEM cannot be analyzed from a traditional 

1 .- -- ._ _ _.-__ cost-benefit .viewpoint, it is possible to estimate the costs associated with not promoting- - 
policy reform, cumntly 5-15 percent of Madagascar's GNP annually. With the increased 
marginalization of lands (and waters) employed in natural resource production for an 
expanding population, increased costs of production will generate substitution of 
- I t : ~ a & v ~ u t e a a t i ~ ~ r h ~ ~ ~ m ~ ~ n ~ m i ~ + i i i b 1 a , ~ a - p i a t - i f ~ t a t - t L i ~  
associated costs of forcing such substitution - poverty, loss of biodiversity, incnased loss 

- 

of quality of life are costs that need not be borne in the presence of rational policy.- 

a 



The KEPEM strategy rests on an underlying hypothesis: that sustainable resource 
management is a decentralized process which must be responsive to local needs and 
driven by local initiative. The hypothesis docs not arise from a desire to a f h  the rights 
of local populations, but rather from the recognition that central authority docs not 
exercise effective day-to-day control over locally dispersed and locally accessible nah~ral 
resources. 

If the hypothesis is correct, then the policy and institutional reforms supported by rhe 
program (if successful) will prove essential to implementing any viable sector strategy. 
Indeed, this is the final element in the economic justification of the program: it is 
impossible to justify underraking environmental prowtion in Madagascar in the Tust place 
if steps are not taken to establish the preconditions which are judged essential to success. 

What remains to be analyzed is the degree to which microeconomic incentives will initiate 
potential resource management activities. Through the assessments to be undertaken 
under the Local Initiatives component, specific data must be gathered on whether the 
financial potential of resource enhancing investments outweighs the financial benefits of 
resource-destnrctive exploitation in the short, medium or long term. The answer is likely 
to vary for different regions and for different management options. 

5. Summary 

The economic analysis points out that, although traditional cost-benefit analyses are 
inappropriate for KEPEM, i t  is clear that the economic costs of doing nothing will have 
major negative repercussions on Madagascar's economy. It is further suggested that a 
policy and institutional reform program is the most effective means to influence the 
required changes. Given the GOM's dire financial position, the combined NPA/project 
approach is clearly indicated for A. I.D. 

D. FINANCIAL ANALYSIS 

1. Approach to P r o g m m h g  Funds 

The specific level of NPA dollar funding (planned at $33 million) is not intended to bear - 

a direct relationship to the level of domestic budgemy resources which the GOM may 
expend in the process of meeting performance criteria. 

- 

The relationship between uses of GOM budgetary resources and the disbursement of 

-. *- - -  
dollar tranche~ _u_nd_er-the_rJPA derives-from-the KEPEM-strategy of-building-a bridg _ _  ____  - -  
between macroeconomic growth and development, on the one hand, and biodiversity 
conservation and environmental management, on the other hand: - - - 

Doll~disbutsr_~u-wi~e8'~r~tCy-foFa~b~f+ieir7g-rc~)tmmt;-irrtiriS - a. 
ritical transition period during which overall economic and policy liberalization - 

which KEPEM is a pan) has not yet shown its-full results, easing balance of 
men& constraints will alleviate some of the pressure to sacrifice orderly long 

term decision-making on the altar of immediate foreign exchange limitations. - 



The dollar amounts nleased through the NPA an based on the importance of the 
reforms in meting WPEM goals, and the political and logistical difficulty in 
achieving these reforms. Tranches will be released as performance criteria arc 
met. 

GOM budgetary resources (in FMg), will be allocated by the government in 
accordance with what is needed to meet the performance criteria. kxision . 
authority on the level, rate and sector of FMg expenditure rests with GOM. 
Unlike prior A.1.D sector assistance to Madagascar, such as food aid, no local 
currency will be generated and therefore no separate local currency accounts will 
be created or monitored. 

Basis for Levels of NPA Dollar Disbursements 

The following criteria, used in developing the disbursement plan, are needed in order to 
provide consistent, objective and stable signals: 

that disbursements be linked to mating performance criteria; specifically, the 
timing and level of a given tranche should bear a clear relationship to progress to 
date in meeting program objectives. 

that reasonable expectations of what GOM must spend to meet performance 
criteria not be more than M A  dollar disburxments; the logic of the NPA will be 
undercut if the costs of the program (to the GOM) ex& the benefits (see section 
3, below); 

that the timing of dollar disbursements be such that GOM is not "out-of-pocket," 
especially in the opening phases of the structuraVbudgetary adjustment process; 
this criterion implies the need for an initial disbursement in not requiring time- 
consuming performance criteria; 

that there be sufficient flexibility to allow adjustments to reflect new information 
and changing conditions. 

that project (technical assistance, training and commodities) financing is provided 
above and beyond the $33 million NPA assistance described below. 

D W  Financial Costs and Benefits Accruing to the COM 

The direct costs to the GOM of the proposed reforms concern two principal areas. The 
first is b e  b t  c a n i t a l i t a t i a n n ~ h ~ ~ m e n ~ g n . l ~ g & & t h + - ~  

associated with sening up an improved collection and accounting system for stumpage - - - 
- - fees. However, for the latter, initial costs are not expected to be high, and further- - 

- 

refinement of the system will be more than compensated by the increased revenues 
generated (see Annex Xll) .  Similarly the costs of initiating natural forest management 
plans will be directly funded from the National Forestry Fund (which will be augmented 
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by increased stumpage fees), under KEPEM NPA criteria. Some direct costs to the 
GOM may be incumd through revision of the NGO code and regulatory changes 
proposed under the Local Initiatives component. Examples might be loss of tax revenues 
through provision of tax-exempt status to more NGOs, and changes in local taxation 
authority for local groups undertaking improved natural resource management initiatives. 
Costs will be relatively minor and will eventually lead to a decreased burden on GOM 
extension services through a greater presence of NGOs and increased financial autonomy 
of local groups. 

b. Direct Benefits 

The direct benefits to the GOM are the NPA cash transfers totalling $33 million and 
revenues from revised stumpage fees, estimated to be between $400,000 and $2 million 
by the end of the program (see Annex XII). 

c. Recurrent Costs 

There will be very few recurrent costs accruing to the GOM as a result of the KEPEM 
program. As noted in section a. above, costs to maintaining a forest revenue collection 
and accounting system, and natural forest management plans will be covered by increased 
revenues. Support to ONE assumes a continuing GOM commitment, which KEPEM 
seeks to reinforce. Recurrent financing for non-governmental executing agencies under 
the EAP, however, demands serious analysis. An effective environmental review process 
for investment projects will exceed ONE'S capacity and mandate, and opportunities for 
private sector involvement should be encouraged, although not specifically required under 
the KEPEM program. 

d. Conclusions 

The principal conclusion is that direct financial benefits of the KEPEM program 
significantly outweigh costs to the GOM over the life of the program, and beyond, given 
low recurrent costs. However, in KEPEM's role of supporting Madagascar's EAP, 
consideration needs to be given to the Plan's sustainability. Technical assistance to ONE, 
and the Environmental Endowment Fund should assist in this effort. 

E. FORESTRY ANALYSIS. 

The purpose of this analysis is to highlight the principal problems concerning the 
-protection, management and development of forest resources in-Madagascar, and to 
indicate areas where some of these problems might be solved or alleviated by means of 
policy and other interventions. 

I.-rfmrwieri~&t~~ume-~nvemanag~iare~~m~swirirasourn; 
J - knowledge of the quantity, quality and dynamics_of-that resource. In the-case of - - 

Madagascar forests, information is missing, incomplete, outdated or inaccurate. Statistics - - 
from the 1950s are still being used although they are so obsolete as to bc irrelevant. 
Steps arc, however, being taken to remedy the poor data base. Analysis of satellite 
imagery is beginning to provide accurate and up-to-date data on forested areas and rates 

- - - 
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of deforestation. Some aerial photographic surveys have been carried out in specific 
anas. FTM is currently carrying this type of survey and analysis, and, under the 
SAVEM project, BPS will coordinate the collection of relevant data for biodiversity 
conservation. 

2. Restructuring and Strengthening DEF. The weaknesses of the Forest Service 
@EF) include too large an administrative staff at headquarters, insufficient number of 
middle to high-level managers, inadequate salary structures and operating budgets, 
insufficient decentralization of decision-making to the provincial and cisconscription 
levels, field staff that is too thin on the ground, lacks mobility and combines regulatory 
with extension functions, forestry legislation and regulations that an too repressive, and a 
cost recovery that is extremely low because of an unrealistic fee and taxation structure 
and inefficient collection. In general, DEF is marked by bureaucratic inertia and is not 
acting as the monitor and manager of a substantial national resource. 

Above all, DEF should be assisted in making the transition from pro forma administrative 
"responsibility" for the national forest estate to true "stewardship" of this resource, which 
entails fundamental changes in outlook and attitudes and not simply institutional 
restructuring. The World Bank-supported GPF project is addressing these issues. 

3. Rural Tree Planting. The obstacles to rural afforestation include lack of motivation 
among farmers, insecure land tenure, ineffective forestry extension, lack of critical inputs 
such as seed or seedlings, brush fires, labor competition at free-planting time, land-use 
conflicts, and inappropriate rules (e.g., inability to dispose freely of plantad trees on 
private land), etc. Conversely, rural afforestation is usually promoted, in a rough order 
of decreasing importance by: the existence of cash markets for tree products that can be 
produced on short rotations; secuie land tenure; the need to mark property boundaries; 
h e  need to meet immediate and clearly perceived needs (shade, fruit, windbreak, dry- 
Kason fodder, etc.); and firewood scarcity. 

Given these attributes of rural tree planting, promising areas of programmatic s u p n  lie 
with the reform of the land-tenure system with fiscal and legislative reforms designed to 
favor the tree farmer and with the better integration of all field technical services that, in 
turn, promotes multipurpose tne planting. These kinds of regulatory reforms will be 
studied under the KEPEM Local Initiatives component. 

4. Cost Recovery and Revenue Sharing. The salient facts are: out of an cseimatcd 
total annual monetized flow of forest products of S120 million, less than 520,000 in 
stumpage fees have been deposited in the National Forestry Fund; the stumpage fees 
currently applied do not remotely-reflect uu-market values-or replacement costs, 
particularly in the case of valuable indigenous hardwoods; the revenue-collection system 
is inadequate and poorly supervised; because of poor cost recovery, over 90 percent of 
DEF's operating budget goes toward salaries; and, at the moment there is no systematic 
revenue sharing with lower levels of government. 



Against this background, institutional and policy reform should address the following 
issues: revision and publication of a schedule of stumpage fees based on true market 
values and replacement costs of the various categories of forest products; the financial 
controls on the present collection system should be tightened; the National Fonsay Fund 
should be made operational as revenue begins to be generated; and, the entire system of 
revenue sharing among the various levels of government should be reviewed. Revenue 
generation and expenditure in the forest sector is a major element of KEPEM. 

5. Shifting Cultivation (Tavy). Slash and bum cultivation (tavy) has long been a 
traditional method of subsistence farming in the forested regions of Madagascar, So long 
as population densities remain low, and the recovery time of any section of the forest so 
utilized is sufficiently long, tavy is an efficient method of food production, especially 
where there is no other method for maintaining soil fertility in easily leached forest soils, 
Tavy becomes a problem when population increases, and the fallow periods are 
progressively shonened. When this occurs, the forest degrades ("savoka") or disappears, 
and food production declines. Other environmental degradation also sets in such as 
erosion and loss of biodiversity. By the 1980s, it was estimated that some 4 million 
hectares of forest was degraded. Today i t  is estimated that about 200,000 hectares of 
forest is degraded or cleared annually by tavy. 

Tavy is a distinctive way of life, which is why improving or eliminating it is a difficult - 

socio-economic task. It usually means reaching a dispersed, often illiterate population 
which is distrustful of outsiders. It also continues to make short-term economic sense to 

- 

forest dwellers who have no alternative forms of food production. Tavy remains subject - 
- 

to prior authorization, as any other forest clearance, but it is inevitable that in remote 
areas this rule is unenforceable. - 

The land use solutions to cavy can be summarized as follows: 
- 

- prolonging tavy by means of anti-erosive structures and the use of leguminous - 

green manures and crops such as soybeans; - 

- 

- the use of forestrylagroforestry elements, such as piantations of pine and .- - 
intercropping with trees; 

- the introduction of perennial crops such as coffee and cacao; - 

- intensive gardening coupled with pigs and chickens, sometimes further boosted - 
L _ with chemical fertilizers; and, - - 

- expand or improve paddy-rice cultivation on the bottomlands of forested 
watersheds so as to give tavy farmers a clear economic alternative. 

- 

- -  Given the history of-tavy and unsuccessful attempts to control the practice in Madagascar, 
it is unrealistic to expect policy and other institutional interventions to have a major 

- impact on this problem in the near future. SAVEM, however, will monitor technical - 
- 

progress and assist with the diffusion of promising results, through the Grant Management 
Unit. 

- -- 
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6. Emciency of Resource Use. A recent study of the fuelwood supply of the capital 
region indicates that the use of traditional methods of charcoal-making in both the ~latura! 
forest and plantations results in average recovery rates of about 15 percent. Raw of at 
least 20 percent are attainable with improved traditional methods, and of 25 percent with 
simple technology. 

Other methods promoting efficiency of resource use are improved sawmilling, improved 
management of woodlots and improved cooking methods. The relative efficiency of 
sawmilling in Madagascar is not well known, but it is probably safe to assume that a 
large part of the 300,000 m3 of sawnwood produced annually is poorly milled. Efficient 
milling will become a more critical issue once realistic stumpage fees are levied on 
indigenous hardwoods, and the trend towards higher value added p d u c u  is initiated. 
The pwr management of private and public woodlots near the capital has been reported 
repeatedly. 

Although KEPEM will not directly address this issue, it will promote value-added use of 
forest products by ensuring that these better reflect true market values. 

7. Logging Permits and Concession. The present procedure for granting logging 
permits is lax and results in wastage of the resource and loss of revenue. The obligation 
to replant is apparently seldom, if ever, met. Logging permit and concession procedures 
need to be established under the stumpage fee collection and accounting procedures to be 
revised under KEPEM. Coordination with the GPF, and other initiatives in the sector, 
will be necessary. 

- 

I. Summary. The forestry analysis summarizes the principal constraints to better forest 
management in Madagascar, and details how KEPEM will address those constraints, 

. taking into account the activities of other donors in the field. 
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1. MISSION IS  ADVISED T H A T  THE ' A C T I N G  ASSISTANT 
A D ~ I N I S T R A T O R  FOR AFqICA, JOHN F. YICYS APPROVED THE 
ACTION FOR THE r ;Z?Pl  ?ROGRA?l ( 6 8 7 - 0 1 1 3 )  AND ( 6 8 7 -  
0 1 1 5 )  ON APRIL 22, 1 9 9 2 .  

2. THE ACTION MEAO AUTHORIZES THE DIRECTOR TO AYEND T% 
A D  HOC DELEGATION OF A'JTHOFtITYp DATED YARCH 1 0 ,  1 9 9 1  YJ 
APPROVE THE 5EPEA PAAD AND AUTHORIZE INCRTYENTAL FUNDIN? 
AEENDMENTS, TO INCREASE TYE AUTHOBIZED AMWNT B Y  D3LiA3S 7 
MILLION, F09 A NEW LOP OF D3LLA4S 4 2  EILLION,  

3. APPROVAL ALSO GIVEN FO? Y E  3SE OF 
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ACTION MEMORANDUM FOR THE ACTING ,ASSISTANT ADMINISTRATOR FOR 
AFRICA 

PROM : 
I 

SUBJECT: Madagascar - Amendment t t h ~  Ad Hoc Delegation of 
I f  Authority to Approve KE EM at a New Funding Level and 

Use of Funds for Debt Servicing 

-: USAID Mission Director in Madagarcar rsquoats an 
increase fn ad hoc delegation of authority to approve the 
Knowledge and Effective Policies for Environmental Management 
Program (KEPEM) at a new funding levol of $42 million, an 
increase of $7 million and to use the cash disbursement proceeds 
to servica debt owed to the IMF and multilateral development 
banks. 

I I 

-: The ECPR for the review of the PAIP took p l a c 8  in 
AID /W on January 11, 1991, It approved the PAIP at a level of - 
$35 million ($30 million NPA and $5 million PA) and AA/AFR 
delegated authority to the Mission to (a) approve the combined 
KEPEM program/project document and authorize a FAAD and an FY - - - 
1991 obligation of $10.9 million; (b) approve incremental PAAD - 

amendments thereto for: a rota1 cowined program/project amount - 

not to exceed $ 3 4  million with the understanding that the 
incremental P M D  amandments would not change the basic objectives - - - 
of the sector reform conditionality framework; and (c) to 
authorize related project assistance. The ECPR was concerned 
that the program as proposed in the PArP was possibly underfunded - 
(sea attachment). AIDIW indicated to the Mission it_s_ppenness-to - . - 
a Misoio~~recomondation -to -increase -the- program's-level of 

_ _ _  _ __ __--- - funding.' However, due to political turmoil in the country 
initiation of t h ~  proqram was postponed to FY 1992. 

During the design of the P M D  in BY 1991 and FY 1 9 ~ ? 4 % i % s i % & a - d -  
analvsim i n ~ ~ ~ h e  proqram was, in fact, underfunded an 
that an additional $7 million is needed to support the Governmen 
of-Madagascar-in its efforts to carry out proposed reforms. The 

- - - conditionality framework remains as proposed in the PAIP. 

The revised 
million PA) 

- -  - - -  

total funding of $42 million ( $ 3 3  million NBA and $9 
includea NPA funding to be disbursed in four tranches 



- 
of $8 million (shortly after signing), $ 7 . 5  million (after 18 - - 
months), $7.5 million (after 30 months) and $10 million (after 4 8  
months), Tho projectized component of $ 9  million will be for = 

technical assistance to ~ncluda three long-term advisors to the - 
Natlonal Office for the Environment, which is responsiblo for - implementation of tho Env~ronmental Action Plan, one long-term - 
advisor Lor setting up the endowment fund, and one long-term 
PSc program coordinator. 

Justification for expanded DOA: (a) tho revision of the stumpage 
foe schedule and collection of stunpaga fees as propoeed in the 
conditionality of tho P U D  will ba politically and logistically 
costly to the government. To institute these raforms, the 
government will have to incur considrrable cost8 in devaloping a 
more accountable fee collection sysscm. Increased revenues from 
stumpage fees will ultinately help the forest service meet 
recurrent costs and help achieve the stiseainability of forestry 
operations in Madagascar. (b) The PLAD drsign includes the 
establishment of an endowment fund. As part of program 
conditionality, the government will be required to capitalize 
this fund. The idea for ertabliehinq an endowment fund wae 
conceived after the PAIP design. For this fund to bo effoctivo, 
the government will have to fund it at a significant level. 
Additional funding is needed to offset this cost to tho 
government. (c) An increase in funding is also roquired under the 
projectized component to assist the government in tho 
implementation, monitoring and evaluation o i  the National 
Environmontal Action Plan. 

The PAAD proposes to use ths NPA cash disbursement proceeds for 
debt service. The Agency guidance on use of cash transfer 
proceeds [87 State 3257921, made applicable to DPA cash 
disbursements by 90 State 50769, stator that "in certain 
instrncem where recipient country dept service is r significant 
barriar to growth and development, ... cash transfer assistance may 
be used to effect debt oarvice payment. The use of cash transfer 
dollars for debt service paymant may Lo particularly justified 
when such servicing will have a significant effect on leveraging 
additional flows of developrnant finance." The country ia in a 

'--- critical- transition period whero- af tar sevan -months-of strikes - - - 
and civil ~aralyses, the countryls foreign exchange reserves are 
almost exhbustok. Madagascar s- dabt service ratio in 1991 was 
equal to 90.7 percent of G n P ,  and will be essentially tho same - 

for the duration of this program. Sufficient foreign exchango - 

resources for essential imports and debt servlclng are not 
currently available. Because of the countryls debt profile, the 
servicing of e l i g r b l e  debt is-tho most targeted and quickest- - - 

mechanism to address Madagascar's seriously ill oconomic 
condition. If this high level of debt service were fully met, a 
%holly inadequate amount of funds would be left for development 
purposes, and several important development project6 would have 



to be cancelad. Thus, debt service 1s clearly a barrier to 
Madagascar's development. 

Stat8 325792 dlso states the first priority debt service is non- 
military debt owed to the U.S. Government. The only such debt 
thae Madagascar owes is to tho Export-Import Bank. To tho extent - 

that this debt is not rescheduled the cash disbureernent proceeds - 
ulll first be a p p l i e d  to it. State 325792 statas t h a t  the second - 

prrority debt service is that owed to nultilateral development 
banks and the IHF. Madagascar's debt s e r v i c e  to the SMF i n  1991 ' - 

was $42.3 million and ts tha fBRD and IDA $ 8 4 . 5  million. Those 
Levels will cunrinue well beyond the liia of  this program. The 
cash disburuement proceeds not applied to non-mllitacy debt - 
service to the U.S. Govornmonq will be applied to this debt 
service. 

Undar State 325792, the approval of the assistant administrator 
is requlred to permit use o f  cash disbursement proceeds to 
service debt owed to the IMF and nultilateral development banks. 

- 

-: That you f a ]  amend the ad hoc delegation of 
- 

authority to the mission director, USAID/Madagascar, dated March - 
10, 1991 to approve the KEAPKM PAAD and authoriza incremental 
funding amendments, to increase the authorized amount by $7 
million, for a new total LOP of $ 4 2  million, and [b] approve the - 

use o f  cash disbursement proceeds for service of debt owinq to -- 
the IMF and multilateral development banks, to the extent that - 
there is not unreechadulad non-military debt owing to tho U.S. 
Government. 

Approved : 
- 

Disapproved: - 

Clearance: Clearance: & @- D A A L B H E k R C k  
G C / A F R : M A K ~ ~ ~ ~  jan- 

- - - -  - - 
- 



C P J P C T :  F C P R  C u r r A y r C  C A F L F  F O R  M A C A G A S C A R  ~ Y O Y L F D C E  A N D  
F p r 1 2 T I V E  APPLIZhT13N 3 F  P 3 L I C I E S  F3R EIVIRONMZYrAL 
P C  h!GFYFNT ( K F C  P E R )  P A I P  5978113  

F t ? :  A .  PP STATF 194522 P. P0 STATF 850759 
C .  AUTCNAYARIVO 80737 

1 .  :CPS FOR S U P J I C Y  PROJECT YET ON 11 J A N U A R Y ,  C H A I R E D  FT 
5 C i  I'!C CA/bFR C Y f  ATTFNCEC PI aEPRESFNTAT1 VES OF AFR/PP,  
4r!, / ? A ,  ;C/APR, APR/DF, AFR/I'R, AND STATE DESK. 
US!IT/"4GAGCSCAR WAS RFPkFSEKTED BY T 9 F  ' I I S S I O N  DIRECTOR. 
TuL E C Y R  APPROVED THE P A I P  P3R T9E StJBJECT PROJECT AT A 
1iVI.L OF COLS 3 5  YILLION FND RESOLVEr A NUMFER OF I S S U L S  
hILFVANT TO PAAD FESIGN.  TRE ECPR COMYENDED T I E  MISSION 
FCFi 1. FINE P I E C F  OF WORK I N  A N P U ,  COMPLFX A N D  C I F F I C U L T  
AdFA. 

7 .  TQF ECPR b I S C U S S I O H  PEOAN JITR A FOCUS ON LFLPCM'S 
G i 5 1 R ! I 4  APPROACA. T9I S P P C I T I C  PURPOSE O F  THE KEAPEM 
FirGGh!': I S  T3 ? ? 9 P I L I Z B  RLSOUBCGS TO VAKE P I O D I V E R S I T Y  
- F ~ ! ; F V Y T  A N D  PR3TECT13N S U j r A I Y A n L E .  THE C31PAYION 
r k  V 13Cb;!4FWTAL PROJECT,  SAVPH_( SUSTAI  N A  RLE APPROACHES TO 
VICFLE rNVIR3NYENTAL N A N A ~ E Y E N ~ ) ,  I S  PO!NSED O Y  

T I A T I N 3  S I S I E I S  ( I N S T I T U T T O Y S ,  YETqODS, 
I Y r L L  PB A P P L I E C .  U N D E R  THT P O L I C Y  A U I :  
31 ESTAELI SHED B T  KEAPEM. T H E  i ( rT  
!3UMITIES ANL I N f I l I C U A L S  d I L L  SEE I T  T N  
'RFST TO CPLF!3f T S E I R  BESAVIOR d I T A  
Ib-SPECIES L N D  AREASF- -TSE-PAAT) - - *EEDS TO 
E L P E P ' S  POLICT ANb INSTITUTIONAL 
IIH SAVEY'S A C F I V I ' T I E S ,  WILL CHAMSC I'SE 

FhAMFYORl UNCFR W H I C H  TRE YbLA3ASY 
U R A L  RESOURZES 
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: ; 9 Q l T I 3 Y 4 i I T Y :  FIXED FYO P 3 I H l ' S  P 3 3  S Z C T 2 3  R Z F 0 3 9 ,  . .  . ! : 7 ! i $ $ I ~ ~  I ? E  C3Y r I T I @ I A I I T Y  F!iAPEkORK, T E E  ECFR 
h . . :  T 9 E  P 4 A 7  4ND PRO3fiAY AGREEYEYT V r l S T  CONTAIN 
3L - 7  I I I T T A L  CONDITIONS A Y D  FIKED PYD P I I N T S  F 3 3  S S C r 3 ;  
2 '  I v  THF TUREE YEJOR ARFAS THE !!ISSION I S  w'OiiKING I N :  
( A )  !ETZ?LISHING A N  FCONOMIC P 3 L I C Y  PRdYFWORf PCR REVFNUF 
G" i < ; T I O U  Eqf U T I L I ? A T I O I 4 ;  1 8 )  STRF' iSrSEY IN'; P 9 B L I C  
TQETIT! 'TICK5i b 4 D  ( C )  STIHULATINC LOCAL I N I T I A T I V E S .  TEE 
P i ! ?  SUGULD DESCRIBE TRE BASIC S r E P j  F3R REACHIY3 TSESE 
f L I N T S  ANC T H F I R  P E A S I P I l . 1 T I .  THE M I S S I O N  SHOULD USF 
TC' PJA!?  A N D  PE038A.Y ASREFVENT AYENDYENT PROCESS TO TAB 
I ' ) . l T 1 i T  T9I INTERVFNIMO S T I P S  NFFC C L A R I F I C A T I 3 N  OR 
h ! \ I S 1 3 t J  IN T U F  LATER YFARS 3F T R E  PROGRAY A N D  TO THE 
9 i ' l i 4 i 1  T I A T  LATER YEAR C 3 ! 4 9 I l ' I 3 N S  AaE '431 S P E C I V I E D  IY THE 
; I f f !  

i C@!'TITIONAI I T T t  FOCI1SINS TAE C3NCITIONALITY 
FnAF'F*iIh(.  3 IVEN TFE LC fi3F NUYBER OF UIDE-RlhNGI!IZ POINT'S 
I U . r l  :TIP U V I E R  TQr P AIP C O ~ D I r I 5 N A L I f Y  FRAYEdOR(,  T q E  ECPR 
* F S  CO)'CPtIIEP WITH T q E  D I F F I C U L T Y  IN PONITORINC AND M3VIYC 
F ; l t l A ? i ?  SUCH A C3YPLET AGENDA. r9E E C P S  TI7PREF;RE 
F! ? C W r V L f  TSAT TYE MISSION I D F N T I F Y  A FEW, FLlNrAYENTAL 
A h I b S  F r h  C3NCTTlONS. SATTSP4CTORY GDRY ACTIOY ON T S E S F  
k t *  PCIN' IS  SYJULD IN31 CATE P R O A D  PR3GRESS OY T H Z  rla3LF 
3 E t G r i  J F  FtFFOR'IS C I S C U S S E D  IN THE P L I P .  M A M Y  OF THE 
F X I ~ A ' ~  YCT IYCLUDED IN T A E  F3RYAL COHDITIONS C A Y  B E  
? i lVFhE! '  IJNfER COVFNAYTS AND MONITOREC PI THE ! I I S S I O N  AS I T  
T + C K S  GT'hfi PPRPORRAECF ON SFCTOR REFORM. 

i U I S S I O N  MANCGEMENT C A P A C I T I :  YTTR I T S  TdO LAR;F 
PhC;hAYS IN THE ZYVIR3MYENl'AL S L C T 3 R ,  T 9 P  ! 9 I S S I O N ' S  
CI15n!+T ACRICUITURAL, NATURAL RESOURCES, A N D  SUPPORT S T k F F  
: ILL F ?  STREI'CSED T3 TAP L I Y I T  I N  MANACIYC T?E E K I S T I 9 3  
D C i  I F C L J O .  TBF KEAPFM PROCRIM WILL ACE THE IjAllNTINC TASX 
t r  "Jb;ITORIYG C Y  AMPITIOUS SFCTOR RIFORY PROGRAV TO 
F ? ' v t ' : ' S  I I n E  RbY3E 3 P  PROJECl'  A N D  SUFSRANT ACT1VITIF .S .  I T  
1 5  VIErl TAbT UNTIL A.I .D.  I S  IN A P O S I T I 3 N  T3 PROVI?E 
T i )  s F S I D E Y T  Dn STA?? N E C E S S d R r  ( A )  TO 0 3  T 9 E  ANALIT'IZAL 
t O i 7  R F 9 U I 3 I G  PRIOR TO EXPANEINS INTO NEW SFCTORS AHC ( E )  
T.: t3FCl lATFLY ITNDCBS?AND A N D  MOYIT3R TEE IMPbCT I I P  A R E  
- L V I " C  WITH FXISTIMU PROOGAYS, TBERF SAO!JLC P E  NO 
F K P h N S I 3 N  INTO OTR?R SECTORS. S E P T f L  d I L L  DFAL d I T R  A T r / U  
C ; < F R N f  CN- S T ~ ? ? I M ~ ~ ~ A ~ D ~ + I S S I 3 ~ ~ V O R K L 0 A D b C O V  CERY S A N D  -- ---- 
-':'iij;'l' TO A T C E N T  M I S S I O N  CAELFS.  

= 7iCGR.4" F T W F Y C  I A L  F E A S I  F I L I  T I  I PPCAUSF TYL K F A F E Y  :S 
:- 
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5 ; ; C Q Y  1 4  T P E  CYVIR3UlENTAL AAFA IYPLY A LARSE C3ST TC THE 
f,l 'h" T T P  FCPPR WAS C3YCERNED T9AT TRF PROCRAY M A Y  R E  
U";;IFl!$DE@. IN T 9 E  PAAP D P j I I Y ,  l'7E Y I S S I O Y  SH3ULD 
!'I  ! r ~ i ~ . 4 i F  A PTYAYCIAL ANA1.YSIS OF TAP F I N A N C I 4 L  COSTS TO 
1 . i  ; I H P f  OF TPF PROPOSED RFPORMS. IN I T S  C I S C U S S I O N S  UITH 
T : ' r  C t q M ,  T U F  Y I S S I O Y  M A Y  J I S H  TO I N D I C A T F  THAT I F  TYE 
2' - "  T c  V I I L I Y S  7 3  UNCERTA<F PJYDAYEYTAL ANC I ' I F F I C 9 L F  
1 - : 0 r ~ * t :  ( : [ I C Y  AS T I V  hEORSANI2ATION OF THE DFPARTYRHT O F  
= : ! ' I 3  AID F O R F S r S ) ,  ADDITT3NAL RESCLJRCES Y4Y 6 E  P R 3 V I D E D .  
TiJ! F1f;iPOSE OF A LAR3FR P R O 2 R i H  dOULD BE T 3  P R 3 V I D E  
r i  i i T I O v 4 1 .  RESOVRCFS YFFEED TO ACCELFRATF FVY DAYENTAL 
n : X " ' S  O V  A EQ3AbER SCALE DURIY; THE PORT39 'JWN TAX 
,-.';'!'.LiS ?ROY POLICY CYAH:FS BE31bJ TO C A T C W P  P I T H  C 3 S T S .  
7 'i U I S E I O N  SPOULI! UNCFRTAKE A FINANCIAL ArlALYSIS OF 
- . r 7 S ! i U S  A S  FAaLY I N  TYE DESI:N PSOCE5S 4 i  P O S S I P L E  4 H 9  
' : l [TFv dlL/k OF I T S  KFCOMMPtiCATION O N  TZ!E PhOCaAY FITNDIYG 
T r  f i t ,  

7 w r  F O E  r w r c v  A S S I S T ~ N C E :  T H E  M I S S I O R  H A S  T U O  L A R G E  
A i, : 3 U F L I C A T E ?  DEPTIN EXfRCTSES IN P I P U L I l ' I 3 N  A V D  
; '  V l . i C i : q E & ?  SCYEPI'LEC FOh TPF SAYF P E J I O C .  T R I S  k I L L  TAX 

? : I :  ' : I S S I O Y ' S  RELATIVELY SYALL STAFF.  41G/ i J  UNDERSPAY PS 
T.:!T Ri'TSC/FSA I S  W I L L I N 3  TC PROVIDE L I M I T E L  ASSISTANCE TO 
T " s  Sl? D F S I 3  NS, J*ICH J I L L  COYPLFVENT THF CONS1lLT4NTS 
P T l b L i ' T  FOR CESISN TFAMS. A I r / W  I S  WILLING TO PROVICE 
3 ~ P b T m F R M  TFT ASSISTANCF OF PDOS O R  OTHPR PERSONNEL TO 
: ' : I D  J I T L  CAPS.  T R I S  YOULC ASSUYE THAT CURRFNT TRAVEL 
i i ? S T i t I C T I O Y S  P 4 S E .  Y I F H  RPS4RD TO 9 f S S I O N ' S  REQUEST FOR A 
F F i F S I T  UOYTF! P C 3  CY TDYl SUCA A PE3SON 9AS Y3T PEEN 
r C ! ' K C .  AIl' /I  WILL COORDINATE l l T A  REFSO/FSA A N D  THE 
YIS ' IC 'v  TO DETERYINE I F  AJD IYPN TOY TRAVEL B Y , h I D / d  P 0 3  

. PAA9/PROJECT APPR3VAL A N D  A U T R 3 R I 2 A T I O N t  TAE An/4FR 
2 E I E V Y  2ELECATES AUTHORITY TC THE PlISSIOY DIRECTOR, 
! ' j C I n / P r P A G A S C A R ,  OR TO TFIF PERSON hCTr! lE  IN VPAT 
C A P C C I T T ,  ( A )  I'O APPR3VP THE C 3 q P I Y F L  tPAPF?l  PROS9AH A H C  
F d O J r C T  9OCUMeNT; TO bUTRORIZF A PAAD P3R DOLS l a . 9  
" I L L I C k '  FOR FY 1991; ( 0 )  T3 LPPR3VE 1NCRE"EYTAL PAAD 
AYr"3MEHTS T9ERPTO TOR A TOTAL COMB1 NED PROGRAH/PROJECT 
A:'CU,VT NCT TO EXCEtD D3LS 35 I I L L I C N  V I T S  TFIE 
U' T'RSTA NI INC TSAT TRE INCBEYFWTAL PAbD AVCIFHDHPKTS WILL 
4 Z T  CaAYGE T S t  BASIC 3 E J C C T I V E S  3 P  TRE SECTOR RZP3RY 
C C ' t  1T:CNAt.ITT F R L l W O B K i  hND ( C )  TO AUTHORIZE RELATED 
P R 2 J E C T  ASSISTANCF;  T R I S  A D  9 3 c . D E L E ; A P I O Y  3 P  AUTH3RITY 
SbCTL ;T f X P R C I S t D  UMD?R ALL T V t  OTHER TE9YS A N D  

- -C:'-!!IT ICHS- CP- D3A 551 ; - E r C E F r - P 3 9 - T Y E - D 3 L L A a - A . t 3 U N T  
LI?'ITL'! 'IOC, ? N f .  IN ACCORDANCP d I T H  TAE 3UIOAYCF P R O B r D E r  
" I m F I h ' ,  AS STATED IY PARA F ABOVE, FOLL2dIN;  T H e  3ESVLI'S 
C F - r  F I R A F ' C I A L  A N A L Y S T S  O F  T ~ E  C O S T S  3~ I ( E A P E ~  R E F O R Y S  T O  

E L V I E k I \ ' G  TBE FINAL rOCUMFWTSl AID/Y PROPOSES TO SEND 23 

- 
02 /E3  UNCLASSXP IED XI-7 STATE 077050/02 - - - 

, . -1  ., .. - - 
2. .--_I:'- :.:- - - -  / 
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SrtlOh CID/W RFPRESENTATIVFS FRO"! APPROPRIATE O F F I C E S  TO 
P 1 E T I C I P A T I  IN THE FINAL R f V I E d  O F  T H E  PROGRAM C O C U M E N T .  
" " I S  & I f  /W TFEY dOULD BF I I L L I N 3  T3 SPEND 2-3 r lEEKS IN 
".:i LGCSTAfi TOYARC T!7E ENC OF T q E  CFSIGN PROCESS TO ( 1 )  
" L Y E  3 T V I F d  ANC C O 3 P L F T F  Ff?F PAAC AND ( 2 )  P A R T I C I P A T E  I t i  
C I S " : ; c S I O N S  YITR TET ;DRY REPRESEYTATIVES 3 N  T 9 E  REP3RY 
! G : ' C C .  TC A I C  1H T H I S  PROCESS,  AIT/W SUGGESTS THAT A N  
Is ; :3uAL FEOCFSS O F  C3NSULTAI'IOY 2CCUR Q 3 R I N ;  T9E PAAD 
I F F I Z Y  =ETbEEN TYE CII5SION AC'P A I L / #  OH D F V E L O P E N T  OF THE 
23 f ' r  I T 1 3 N A L I T T  FRAHFd3RX, PRDP3SED COLLAR USFS A N D  
T..;r41 6 ,  CYC PROPOSEP L 3 C A L  C3RRENCY U S E S *  

3 :ONCFhYSr A NUYEtR 3F C3NCERYS DISCUSSED A N D  RGS2LVOD 
1 5  ? ? I  I S S U r S  YFETINC A N I !  AT THE ECPR ARB NOTED PFLOY. 

F .  d1.A F F R V I C F S t  T Y F  I I S S I I Y  S 3 3 U L C  ASCERTAIY 
- Tuh 'FTI?TF 'LT THE A T A I L A E I L I T T  OF RLA S L R V I C P S  FOR RPIIEW OF 

T'? PAAD, TRE AUTUORIZATION PACtA3ES A N O  P a E Q A R \ l ' I 3 Y  3 F  
PROrRAY AMP P R O J F C T  AGREEMENTS. - 

- 

- = LOCCL-LFVEL P E R S P F C T I V E S :  PURSUANT TO HEY DFA - 

L L U I S L b T I C Y ,  FRF PAAD 9UST IYDICATE ROY T E E  LOCAL- LEVPL , - 
- 

DLh!DTC?IVFS OF T H E  RURAL A N D  UREAN POOR, INCLUDING WOMEN, - 

"!br E F f Y  l'AKEN I N T 3  ACCOUNT IN TFE D E S I 3 N  PROCESS A N D  4Oid 

L t C C L  P f O F t E  MILL BE CONSULTED A N D  I H V O L P E b  IN - 

IYFLE.C1,E'~TAr13N. a - 

- 
I" !,CSlCAL rRAMEWORKr TRE PIAO YUST C3N'U IY A PROSRLY - 

-- l c G I r ~ L  FIiAMTYORK WITH INCICATORS 0 1  SUCCESS ( E O P S ) .  TYE 
- 

PAA r S U O f I L f  E LSO B f  SCUSS T H E  PROSRAY 'S E X P F C I ' L r  PROGRESS 
!'I CTTC IMIMG SUSTAINABLE B f  ODIVERSITY AND EN9 IRCNYEJTAL I- 

FnGT3CTION IN TBF FOREST AN3 YOODLAND SECTOR. - 

4 K N 4  
- 

- 
- 

7 2 1 , ' ~  I J Y C L A S S I P I E D  S T A T E  e7705q/a2  I.- 
- 

- 

- 
-- 

-- - -- 
- - 
. ----- - -- 

- -- 
9 

-- - 

- - 
b 

fII-8 
- c.. *- 

- 

- 

- 0 - .--- . *. - 

2 



UHCLAS S I C C T I O l  03  a3 S T A T E  077858 
w L' 

r R r q u r m  onrn L r a r s w r r r c  ~cfim: TO n F r T  THE 
R E C U I R E Y E H r S  OF, ?&A S E C T I O N  5 1 1 ( ~ ) ( 2 ) ,  T!E P ~ A D  3 U S T  
I r J N T I P T  A l l  d D R H  L E d f S L A T I I l  A C T I O N S  N C t D k D  TO h C C O M P L I S E  
T P E  PROGRAH'S  3 0 J t C T I T E S  AND D E S C R I B C  TEE B A S I S  C3R 
C 3 N C L U P I N O  THAT TltSL C B A N S E S  Y I L P  O C c u B  IN A T I n r L Y  U A T ,  

' A 

t ,  R O S T  C O D l l T R T  CON T R I E O T T O N  I A  2s P I A C Z l r T  R O S T  C O O N T R T  
C O N T R I B U T I O N  T 3 U A U D  THE N P A ,  4 5  Y E L L  A S  T A t  P R O J E C T  
C C P P O I F N T ,  01 T B t  A C T I I I T T  IS B I Q U I R E D  BY ?AA S E C T I O N  110. 
L 3 C A L  C U R R t W C T  O Q N t R A T t D  F R 3 1  FEE D 3 L L A R  D l S B U R S t t l t H T S  H A Y ,  
ET USED T O  H t t T  T H I S  R t Q U X R t V t H ? .  T H t  A P B I C L  B U R t A U 0 8  , 
J U L Y  1908 NPA 0 U I D A I C t  R t Q U I R t S  T l A T  T E E  L O C A L  C U R t t l O T  Ld4.  . 
C L N I R A T I O l S  B t  U W D  IN S U P P O R T  3? T B 1  S t C T O R  P R O 3 R A M  
O r J E C T I V E S .  I ?  A V A I V t B  0 1  A L L  OR P A R T  3 t  T E E  S E C T I O R  119 
R F C U I R F M E N T  IS C O I T L H P L A T E D ,  3 H L T  T B t  AA/APR CAN A P t R O l t  
TKF W A T V t R i  I T  Y U S T  BE A P P R 3 I I D  P R I O R  TO PAAD A P P R O V A L ;  
bur THZ W A I V E R  M U S T  D I S C U S S  THE O D R H ' S  C O t l f l I T M C N T  T O  TEt 
P R C C R A V  IN A P S t H C t  01.  T U t  R E g U I R E D  C O N T R I P U T I O N .  

7 .  P B O T E C T I O M  0 1  T U L W t R I I L t  3 R O U P S :  T R 1  P A I D  S A O U L D  
DTSCUSS tRt S T E P S  T A A T  V I L L  B E  TAKLM TO 9ttT T R S  
B F C U I R E M E N T S  01  T!!t H t V  D I A  L t 3 I S L A T I O H  T E A T  T H E  PROORAM 
S f l A L L  I N C L U D t  P B O t I S I O M S  TO P R O T t C T . T U L H C B A b L E  3 R O U P S  P R O t l  
P O S S I ? L I  W t 3 A T I I B e ~ O N S L Q U E N C t S  O?  T n  B L t O E f l S  . . * ,  

4 
3 ~ ~ s n a t i n ~ ~ r m  ' I m a ~ n ~ s t s :  ~ a f h a  ausr c o m r  r 4. " : 
C I S C U S S I O W  C O N C t l M I W C  TBO t X T E M T  T O ? ~ V B I C B  D I S A D I L N T A O t D  ' - 
P N T E R P S I S t S  V I L L ,  f t  I N t O L I t D  IN ? H ~ b g I t l P L ~ ~ E N T A ~ 1 3 N  O r  T R t  , , P R O C R A H  * 4 0 I .,itL. 

a ) 

I . .  . D 

8 .  D O L L A R  T R A C P I U ~ :  I ? . A N  B X C I P T I O U  T O  TBE S I P A R A P I .  
ACCO'JNT/DOLLAR TtACtIU(l-BIQUIRCMtNTS~.?OB TER. NPA P O R T I O N .  
O? TEL I t A P t Y  P R O O B A M : I l '  C O l r T t Y ? L A T t b r  ? a t  R t Q U t S T  ?OR " 1. : 
THAT XXEIPT I O U  HUE?,  B E .  A P P R O V t D  BY D ~ A / A I R  L I T E R  
C O N S I D t R A T I O N ~  O?:A; D I I C R I P T I O N  O F '  TUB ? 3 R I I $ I  t K C A A H 1 1  * 

A L L O C A T I O N  S Y S T t P l a D I 8 C U 6 6 1 D  I H  P A U  2 ( C ) ( 2 )  01 R t t , ( B )  AND 
S U b f l I T T L B  TO C O U O ~ S S I  U I D t R  t R B  C 0 1 8 1 B 3 8 1 0 1 A L  M O T I ? I C L T I O l  

_ P R O C E S S .  . Ir D O L L A B S  A R E  - T R A C t t D , ,  T l l O - P A L D  N t t D f i  T O  
D E S C R I B t  T I 1  q E C I ! A I I S q 9 ,  AS V t L L . A I . T I #  B A S I S  F O B  T U E  
H I S S I O N ' 8  C O I C L U 9 I O N  B E O A R D I N Q  TUX. C A P A B I L I T Y  0 1  T a t  3 D R t l  

d '. .g 
r o n m  t o  wncrrikr rc~rroz T ~ I ; P O ~ ~ A B  s a r n n ~ i  A C C O U W T .  
PFK P A R A  5 ( A )  O l  .Bt?.(A) Q U O T t ,  TU16. C O W C L U S I O N  l I L L  DE 
ZASEG ON E I T a t t  A' YOlrHAL ' ? I N A I C f  AL . h S S t S S f l # M T  O? T E E  

. _ _  A S E I C T  O R  T V l  H I S ~ ~ O I ' S  P A S T  I I t I R I t H C I  U I T K  T E E .  A G I I C T  '9 
P t a t o a n l r n c r :  uuguotr, Prrn s(r)  OP.BPP,( A )  0 0 ~ s  '01 -TO---- 
STATE T E A T  Q D O T t I F I t  b HOST C O U l T R T .  A G t N C Y  H I S  IOi P R I O R  



ANNEX IV 

STATUTORY CHECKLIST 



Listed below aro statutory criteria 
applicable to tho assistance resourcar 
themselvar, rather than to the eligibility of a 
country to receive assistance. This section ir 
dividrd into three parts. Part A includas 
critsria applicable to both Development 
Assistance and Economic Suppcrt Fund resources. 
Part B includas criteria' applicable only to 
Developmant Assistance resources. Part C 
includes criteria applicable only to Economic 
Support Funds. 

CROSS REFERENCE: IS COlMTRY CHECKLIST UP TO 
DATE? 

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT 
ASSISTANCE AND ECONOMIC SUPPORT FUNDS 

1. Host Country Developmoat tffortr 
(FAA Sec. 601(a)): Information and The overa l l  objective of 
conclusions on whether assistance will Enviromntal k t i o n  Plan (EAP) 
eracourage efforts of the country to: is  to  a s s i s t  the Malagasy Ppula-  
(a) increase the flow of international t i o n  in protecting and improving 
trade; (b) faster private initiative and its e n v i r o m t  v f i i l e  working for  
competiti~n ; ( c )  encourage development and ,taineble develo-t . 
use of cooperatives, credit unions, and ~ h ,  program will complement the 
savings and loan associationr; ro les  of other donors i n  the 
( d l  discourage ~onopolistic practices; (a) mlementation of the We. 
improve technical efficiency of industry, 
agriculture, and commerce; and (f) 
strenqthen free labor unions. 

2. 0 . 8 .  Private Trade and Iavartmaat 
(FAA Sec. 601(b)): Information and 
conclusions on how assistance w i l l  
encourage U . S .  privata trade and 
investment abroad and encouraga private 
U.S. participation in foreign assistance 
pragrams (including use of private trade 
channels and the services of U.S. private 
anterprisa), 



3 .  Conpremrional Notification 

a. Conera1 roquirraeot (FY 1991 
~pprbpriationa Act Sacs. 523 and 591; 
FAA Sre. 6 3 4 A ) t  If monay ir to be 
obligatad tor an activity not previourly 
justified to Congress, or for an amount in 
excar. of amount previously justified to 
Congress, has Congress been proparly 
notified (unloss tho notification 
requirement has been waived becausa of 
rubstantial risk to human health or 
valfrrr) ? - -. . 

b. Woticr of nev raoount 
obligation ( F Y  1991 Appropriations Act 
Soc. 514): If funds are being obligated 
under an appropriation account to which 
they worm not rppropriatad, has tho 
President consultod with and provided a 
written justification to the House and 
Senate Appropriations Committees and has 
such obligation been subject to regular 
notification procedures? 

c. Cash trrnrfrrr and 
nonproject sector aarirtanca (FY 1991 
Appropriations Act Sac. 575(b)(3)): If 
funds are to bo mad* available in the form 
of cash transfer or nonprojact sector 
assistanca, has the Congrassional notice 
included a detailed description of how the 
funds will be used, vith a discussion of 
U.S. interests to be served and a 
description at any economic poolicy 
reforms to be promoted? 

A Congressional Notification 
was subrutted and expired 
without objectlon on 2/27/92 

YES 

4 tngineerfnq and Financial Plans 
(FAA Sac. 611(a)): Prior to an obligatio~ 

- in excess of $500,000, vill therm be: (8) 

rnginaaring, financial or othot plans NIA 
necessary tb carry out the arsistanco; and - 

(b) a rraronably f i r m  estimate of the cost 
to the U.S. of the assistance? 

5. Laqisl8tiva Action (FAA Soc. - Legislation governing local use 
6ll(a) ( 2 ) )  t If lagislatfva action is and management of natural resources 
roquirad within racipiont country vith' - Legislation allowing W ' s  to 
re~pmct f 0 8n obligation in-elees~ o f  a n d - r o - r a i s e - - ~ s & n d - f ~ d ~  ----*- - -  - -- -SS00,OOO, ~ h a t - i s  the basis for a and to serve as effective partners 
teasonabla expaetation that Such action ~ t h  local sustainable 

- - will be completed in time to permit natural cescq.-ces mahagemen t . - 
- - - - orderly accomplishment of tho purpose of - $  

the ass is tance? nr of f&~-geRt-----------~ 
- upon passing of legislative actlon. 
- - I -- - --- - - 
- - - - - I 



6. Water Resource8 (FM gec. 611(b); 
FY 1991 Appropriations Act Sac. 501): I2 
project ia for water or water-related land 
resource construction, have benefit@ and 
costs been computed to the axtent 
practicable in accordance with the 
principles, etandards, and procedures 
established pursuant to the Water 
Resourcem Planning Act ( 4 2  U . S . C .  1962, a 
w.)? (Sae A . I . D .  Handbook 3 for 
quidelinas.) 

. . 7 Casb Transfer an4 Sector 
Assistance (FY 1991 Appropriations Act 
Sac, 575(b)): Will cash transfer or 
nonproject mector assistance be maintained 
in a separata account and not commingled 
with othar funda (unless much raquiremant8 
are waived by Congresrional notica for 
nonprojact aector assistance)? 

8. Capital nsristance ( F M  Sac. 
611(e)): rf project is capital assistance 
( S . a . ,  construction), and total U.S. 
assistance for it will exceed $1 million, 
has Mission Director certified and 
Regional Assistant Administrator taken 
into consideration the country's 
capability to maintain and utilize the 
project affectively? 

9. Multiple Country objeotivea ( F M  
See. 601(a)): Information and conclu8ionm 
on whathar projacta vill encourage atiorta 
of the country to: ( a )  increase the flow 
of international trade; (b) foster private 
initiative and competition; (c) encourage 
development and use of cooperatives, 
credit unions, and savings and loan 
associations; (d) discourage monopolistic 
practices; (a) improve technical 
efficiency of industry, agriculture and 
commerce; and (f) strengthan free labor 
unions. 

YES 

Program will improve 
management of natural 
resources. 

10. 0.8.  Private Trade (FAA Soc. 
601(b)): Information and conclusions on ! how project will encourage U.S.  privata 

- 

trrda and invartment abroad and encourage N/A - - - -  --.- -- private P. S.- participation-in foreign-- - - - 

assistance programs (including use of 
private trad8 channels and the services of 
u.s. private enterprise). i 



a .  A n a i p l r n C  contrlbufioaa 
(FAA , ~ - C S ,  6 1  ? l t r ] ,  1 6 ( h ) )  : Inqrriha 
q t . n l ~ q  t l ?ken  t 61  , I Q ~ I I I  0 t h a t ,  t t h e  maxlmum 
e x t e n t  p o s s i b ' t l ,  I f ~ r .  courr t ry  i s  
c o n t r i b u t  lna loca 1 c . i t r r rnc i s s  Lo meet t h e  
c o c t  of c a n t r q c t u n l  ~ n d  o t h e r  o e r v i c r s ,  
a n d  f c r c l y n  currbncies ovned tsy t h e  U.S. 
a r e  u t i l i z e d  i n  l i e u  o f  d o l l a r e .  

b. U.6.-owned C u r r a n c y  (FAA 
S n r .  F l Z ( f 1 ) ) :  Llnnc Flte U , S .  t o w n  e x c e s s  
l ' c r o i q n  cor t nncy  ( s f  ! he c c ~ ~ r l t t  y a n d ,  i t  
so ,  v h a t  o * r r a n q s m ~ n t s  have  been made f o r  
i ts r e l e a s e ?  

c .  n a p n r n t a  nooouat ( P Y  1 9 9 1  
A p p r o p r f n t l e n ~  Act ,Cfic. 5 7 5 ) ,  If 
a s s i s t a r ~ r n  1s f l ~ r r l i ~ t i ~ d  t o  a i n r e i g n  
gover nmerit undor  a r r r r i g e m e n t s  ~ h i c h  r e s u l t  
i n  t h e  g e n s r a t l o r t  of l o c a l  c u r r e n c i e s :  

(1) Has A.I.D. ( a )  
required that local c u r r e n c i e s  be 
d e p o s i t e d  i n  a s e p a r a t e  a c c o u n t  
e s t a b l i s h e d  by t h e  r e c i p i e n t  g ~ v e r n m e n t ,  
(b) a n t o r e d  i n t o  a p  agreement  v i t h  t h a t  
government  p r o v i d i n g  t h e  amount o f  l o c a l  
c u r r e n c i e s  t o  be qmrwrated and t h e  t e r m s  
and c o n d i t i o n s  u n d e r  which  t h e  c u r r e n c i e r  
s o  d e p o s i t e d  may be u t i l i z e d ,  and (c) 
established by agreement  t h e  
r ~ s p o n s i b l l j t l e s  of A . I . D .  and t h a t  
acvorrlment t o  monitr ir  and a c c o ~ t n t  for 
d e p o s i t s  i n t o  and disbus8ementf i  f rom t h e  
s e p a r a t e  a c c o u n t ?  

( 2 )  W i l l s u c h l o c a l  
c u r r e n c i e s ,  o r  a n  e q u i v a l e n t  arnnunt of 
l o c a l  currencies, lv ~ i s e d  o n l y  t o  c a r r y  
o u t  t h e  p u r p o s e s  of t l ~ e  DA o r  F = r  c h a p t e r s  
o f  t h e  FAn t d e p c n d i n g  on which c h a p t e r  is 
t h e  s o u r c e  of t h e  a s s i s t a n c e )  o r  f o r  t h e  
a d m i n i s t r a t i v e  r e q u i r e m e n t s  of t h ~  U n i t e d  
S t a t e s  Governmont7 

( 3 )  Has h.1.D. t a k e n  811 
a p p r c p r i a t c  g t e p s  t o  e n s u r e  t h a '  t h e  
e q u i v a l e n t  o f  l o c a l  c t ~ r r e n c i o s  -1  i s b u r s a d  
f rom t h e  s e p a r a t e  a c c o u n t  a r e  u s e d  for  t h e  

The GOM has agreed t o  
provide a 25% contribution 
to KEPEM 

The U.S does not 
o m  excess 
Eorelgn currency In 
.%dagascar 

( a )  N/A 



( 4 )  If asristance lo 
trrminatrd to a country, will any 
unrncumberrd balances of fundm remaining 
in a srprrate account bo disposed of :or 
purporem agreed to by the rrcipiant 
government and tho Unltad Stateo 
~ovrrnrnont? 

12. Trade Remtriotiono 

a. lurplur Cop~odltioo (FY 1992 
Appropriations Act Sac. 571(a))r If 
assistance i m  tor the production of any 
commodity for export, i m  the commodity 
likely to be in murplus on vorld aarkefm 
at the time the resulting productive 
capacity becomes operative, and is much 
assistance likely to cause substantial 
injury to U.S. producere of the marno, 
similar or competing commodity? 

b, Textiles (Lautanbrrg 
Amendment) (FY 1991 Appropriations Act 
Sac. 52l(c)): Will the assistance (except 
for programs in Caribbaan Basin Initiative 
countries under U.S. Tariff Sche,dulo 
"Section 8 0 7 , "  which allows raduced 
tariffs on articles assembled rbrord from 
U.S.-mad. componentm) be umed directly to 
procure feasibility studirs, 
prefaasibility studies, or project 
profiles of potential investment in, or to 
assist the establishment of facilities 
specifically designed for, tho manufacture 
for export to the United States or to 
third country markets in direct 
competition with U . S .  exports, of 
textiles, apparel, footvear, handbag#, 
flat goods (such as vallets or coin purses 
worn on the person), vork gloves or 
leather uaaring rpprrol? 

13. Tropiarl Porastr (FY 1991 
~ppro~riationn Act Sac. S J J ( c ) ( J ) ) r  Will 
funds be used for any program, projaet or 
activity which would (a )  result in any 
significant loss o f  tropical forostn, or 
(b) involve industrial timber axtraction 
in primary tropical forest areas? 



1 4 ,  B a h e l  A a a o u n t i o q  ( T h h  Sec. 
1 ? 1 ( d ) )  : I f  n S , i h ~ l  p r o j e c t ,  hne a  
d r t * r m l n t * t  icrt ban11 rn jdu~  t h a t  t h e  h o s t  
qovrrrlrmrnt h a -  a11 nelaquate 8)  l t c m  f o r  
a c r . r u n t l n q  f r r  a1141 I - n t r o l l l r ~ q  r ~ c a l p t  and  

N/A 

e x p c n d i t t r r s  o f  p r o ) n c t  f u n d s  ( e i t h e r  
d o l l a r s  c r  l o c o 1  c u r r e n c y  g a r t e r a t a d  
t h e r e f r o m )  7 

n .  A u d i t i n g  aud re~irtrrtion 
( F Y  1001 A p [ - r f [ " l - t i n n s  Act F - c .  5 3 7 ) :  If 
o g n l ~ t . - r i r . n  I r l  t r r i 111  rnnde~ s v r r t l e b l e  t o  a  ' All requirements 
PVO, I 1 n 5  t h a t  craa-ri l ; r a t i o n  p r t cv idad  upon concenung PVO ' s 
t i m e l y  r ~ q u e q t  ariy documen t ,  f l l a ,  o r  will  be complled with 
r e c o r d  n e c e s s a r y  t o  t h e  a u d l t j n g  
r e q u i r e m e n t s  of! A.I.D., a n d  i~ t h e  PVO 
r e g i s t e r a d  w i t h  A . I . D . ?  

b. tunding sourcor (FY 1991 
A p p r o p r i a t i o n s  Act, T i t l e  11, u n d e r  
h e a d i n g  " P r i v a t e  and V o l u n t a r y  A l l  requirements O r g a n i z a t i o n s " ) :  I f  a s s i s t a n c e  i s  t o  be 
mado t o  a  U n i t e 4  F t . q C s s  PVO ( ca tha t  t h a n  a  concerning WO ' 
c o o p s r f l t i v e  dev f l lopmsn t  o r g a n j  z a t i o n )  , w i l l  be complied with 
d o c s  i t  o b t a i n  n t  J @ , i a t  20  p e t c e n t  o f  i t s  
t o t a  1 annua  l f u n d i n g  f o r  i n t e r n a t i o n a l  
a c t i v i t i e s  f rom e o u r c s r  o t h a r  than t h a  
U n i t e d  S t a t e s  Government?  

1 6 .  Project Agreement D o c u a r n t a t i o o  
( S t a t e  A u t b ~ f l r i z a t i o n  5ec. 1 3 9  ( a s  
i n t o r p r a t n . 1  by c o n f c r o n c a  r e p o r t )  ) : Has 
c o n €  i r m a t i - n  of  t h o  11-te o f  s i i n l n g  o f  t h e  
p r o j e c t  a y - a e r n s n t ,  i n c l u d i n g  the amount 
i n v o l v e d ,  k e e n  c a b l e d  t o  S t a t e  L/T a n d  Requirement w i l l  be 
A . I , D .  LEG w i t h i n  6 0  days of the complied with 
a q r e e m e n t ' c  e r i t r y  into force  w i t h  r e s p e c t  
t o  t t ~ n  U n i '  ad  S t a t e s ,  and h a g  he C u l l  
t e x t  of  t h n  a ~ 3 r ~ l ? m o n t  bean  p o u f - h e d  t o  
t h o s e  same officsa? ( S e a  Handlaook 3 ,  
Appand ix  6 C  f o r  a g r e e m a n t o  c o v e r a d  by t h l r  
p r o v i  o i o n )  . 

1 7 .  Metric ay3tam (Qmnibuc  T r a d e  and  
C o r t ~ n t i t i v ~ n c a s  Act  o f  1908 Scr. 5 1 6 4 ,  a 8  
i n t b r p r e t e d  by c o n f n r n n c a  r e p o r  t., amend ing  
M e t r i c  C o n v e r q i o n  Act o f  1975 Fnc. 2 ,  a n d  
a s  imp lemen ted  t h r o u q l i  A . I . D .  ~ ~ l l c y ) :  _ -- - --YES - __ _ _ -- 

_ - D o c s - - t h o - a ~ s  istance--net i v i t y  * ~ ~ ~ - t h e - -  - 

m e t r i c  s y s t e m  of measu remen t  i n  i ts  
k - 

p r o c u r e m e n t s ,  g r a n t s ,  and  o t h e r  - 
b u s i n e s s - r s l a t e d  a c t i v i t i e s ,  e x c e p t  t o  t h e  



extent that such use is impractical or io - - 

likely to cause significant inefficiencies 
- - 

or loss of markets to United States finas? 
Are bulk purchases usually to be made in 

- 

metric, and are components, eubassemblias, 
- 

and semi-fabricated materials to be 
specified in metric units when - 

economically available and technically - 

adoqurte? will A.I.D. opecifications uro 
metric units of measure from the earliest - 

programmatic rtages, and from the aarliest - 

documentation of the assirtanco processeo 
(for example, project papers) involving - 

guantifiable measurarnents (length, area, 
- 

uoiume, capacity, mass end veight), 
through tha implementation atage? 

18. Women in Development (FY 1991 
Appropriations Act, Title XI, under 
heading Women in Dev8l0pm8ntN): Will YES 
saristance be designed 80 that tha 
percentage of women participants will be 
dmonstrably increased? - 

19. Ragional aad nultilaeerrl - 

A~sistaaoe (FAA Sec. 209): Is assistance 
more efficiently and effectively provided The project is not 
through regional or multilateral susceptible of execution 
organizations? If so, why is assistance as part of a regional or not so provided? Xnformation L ~d multilateral project . conclusions on whether assistance will It will however, be coord- -- 
encourage developing countries to i ~ t e d  with other donors. cooperate in regional development 
programs. 

I 

20. Abortions ( r ~  1991 - 

Appropriations Act, Titla 11, under - 

heading nPopulation, DA,"  and Sac. 5 2 5 ) :  

a. Will assistance ba made 
available to any organization or program 
which, as determined by the President, NO 
supports or participates in the management 
of a program of coercive abortion or 
involuntary sterilization? 

b. Will any funds be used to NO 
lobby for abortion? 

_- _ -__  _-- - 
- - - 

_ _ _ _--- ---  - - -  
2 ~00~et.ths (FAA Sac. 111) : 

Will asaistanca help develop cooperatives, 
especially by technical assistance, to YES 
assist rural and urban poor to help 
t h r m q m l v n ~  b-" spuc=t&fc? 



22. O,O.-~vaed Foreign currencieo 

a. Usa of  currenoier ( F M  Secs. 
612(b), 636(h); FY 1991 Appropriationm Act 
Secs. 507, SOP): ~escribe rtepm taken t o  
assuro that, to the maximum extent 
possible, foreign currencies ovnrd by tha 
U . S .  are utilized in lieu of dollarr to 
meet the cost of contractual and other 
service#. 

b. Rolrrre of curroaafer (FAA 
Sec, 612(d)): Does the U.S. owl excerm 
foreign currency of the country and, if 
oo, what arrangementm have been arde for 
its release? 

a. Small businerr (FAA Sec. 
602(a)): Are there arrangements to pennit 
U.S. small business to participate 
equitably in the furnishing of commodities 
and services financed? 

b, 0.1. procurrment (FAA Sac. 
604(a)): Will all procurrment be from the 
U.S. oxcept ao othezvise determined by the 
Presidant or determined undrr delegation 
from him? 

c. narine insur8nce (FAA Sec. 
604(d)): If the cooperating country 
discriminates against marine insurance 
companies authorized to do business in the 
U.S., will commodities be insured in th8 
United States against marine risk with 
such a company? 

d. Won-b.0. rqriculturrl 
precurement (FAA sac. 601 (a) ) : ~i 
non-U.S. procuremant of agricultural 
commodity or product thereof 10 to bo 
financed, is there provision against ruch 
procuremant when the domestic price of 
such comodity is less than parity? 
(Exception whet8 commodity financed could 
not reasonably ba ~rocured in U . S . )  - - _ ____ __ _ _ __ ___-.__._____I-_---- - -- - -- -- 

*. Conrtruction or aagiaeerfag 

YES 

' YES 
r 

services ( F M  Sac. 604(g)): Will 
construction or engineering services be 
procured from firms of advanced developinq 30 ~ ~ ~ s t x ~ c ~ i o n  is planned 
e ~ ~ i 9 - s r v M ~ h  are othervise eligible 

- 

- - 
- - - - -  - -- 

- - -  - - 

- 
* 

rv-a 
b' I ' 

a I I 

-- . - -  - - -  - - -  

# 7) - 



I, C n r g a  preforoncfl nbippiag 
( F A A  Set. 6 0 1 ) )  : 7s t h e  sh4pl,inq excluded . f-rcm cc~1.l  i qncr w i t11 the requ ~'ement in 

.s~?ctiorl 9 0 1  (b) 01 t h m  Merchant Marine Act 
of 1 0 1 6 ,  nr; l~mt+tvJt+d, that at least 
50 percent of t h e  grqss tonnaoa of 
commoditi~s (computed separately for dry 
bulk carriers, dry cargo liners, and 
tankers) financed shall be transported on 
privataly owned It. 5, flag cornmarcia1 
vcss-1s to t h e  P x t w f .  such v e s ~ c l s  a t e  
available at fair and raamonable rates7 

g. ~ecbaic8l arrirtaaoe 
(FAA Sec.  62l(a)) : I f  technical 
assistance is financed, v i l l  such 
assistance be furnished by private 
enterprise on a contract basis to the 
fullest extent practicable? Ulll the 
laci 1 it ies and resowces  of otl~er Federal 
agencies b~ utilized, when they are 
particularly suitable, not  cornilstitiva 
with private enterprise, and made 
available vithout undue interference with 
domestic programs? 

To the extend possible 
YES 

h .  9.1. air c8ttierm - 
(International Air Tranrportation fair 
Corpatitive Practice3 Act, 1 9 7 4 ) :  I f  air - 
transportation of prqonm or property im YES 
financed on grant bagjs, will U . S .  
carriers be used to the axtent such - 
#orvice is available? 

i. Termination Cor c*nvraience 
of 0 . 8 .  Govrrnment (F ' r  1991 Appeapriations - - 
Act Scc. 504): If t h c  U.S. Govfirnment is 
a party to a contract f o r  ptocur.ement, To the extend possible YES - 
does ttre contract cantqin e pro\pision 
authorizing terminatim o f  such contract 
for the convenience of the United Statas? 



- - 
j. Coosuiting rervicrr 

(FY 1991 Appropriations Act Sec. 524): If  - 
asrlrtrnca l a  for conrultlnq earvice 
through procurement contract pursuant to 5 - 
U.S.C. 3109, are contract expenditures a - 
matter of public record and available for L 

public inspection (unless othervisa 
provided by law or Exacutiva order)? 

k. Mrtrio aonverrion 
(Omnibus Trade and Cornpetitivenesr Act or 
1988, as interpreted by conference report, 
amending Metric Conversion Act oC 1975 
Sec. 2, and as implemented through A.I.D. 
policy): Doar the assistance program use 
the metric system of measurement in itr 
procurements, grants, and other 
business-related activities, except to the 
extent that such use is impractical or is 
likely to cause significant inefficiencies 
or loss of markotr to United Stator firms? 
Aro bulk purchases urually to bo msda in 
metric, and arm components, subassamblim~, 
and semi-fabricated materials to ba 
specified in metric units vhen 
economically available and technically 
adequatr? Will A.I.D. specifications use 
metric units of measure from the earliest 
programmatic stages, and from the earliest 
documentation of the assistance processes 
(for example, project papers) involving 
quantifiable measurements (length, area, 
volume, capacity, mass and veight), 
through the implementation atage? 

YES 

I 

1. Competitiva reloction 
Procedurro (FAA Src. 601t*)): will the 
assistance utilize competitive selection YES 
procedures lor the awarding of contracts, 
except vhere applicable procurement rules 
allow othervi re? 

24. ceastruction - 

a. Capi ta2  projrct (FAA Sac. 
6 0 1 t d ) J :  If capital (-, construction) I 
project, will U.S. engineering and N/ A I 

- 

proferaional rarvices be used? 
_ - I --- 

b.--Construction-contract ( F M -  
Sac. 611 (c) ) : If contracts for - 

conrtruction r r o  to be financed, will they 
be let on a competitive basis to maximum N/A - 

extent practicable? 



c o  Largo projects, 
conqrosrloarl approval (FIVI Sac. 620(k)): 
If for construction of productiva 
enterprise, will aggregate value of 
assistanca to be furnished by the U.S. not 
exceed's100 million (except for productive 
enterprises in Egypt that were described 
in the congressional Presentation), or 
does assistance have tho express approval 

II 

of Congrems? 

25. O . # .  Audit Rights (FAA Sec. 
30l(d)): If fund is establiehed solely by 
U , S .  contributions and administered by an 
international organization, does 
Comptroller General have audit rightr? 

26. Communist Assistmace (FAA Sec. 
620(h). Do arrangements exist to insure 
that United States foreign aid is not used 
in a manner which, contrary to the best 
interests of the United States, promotes 
or assists the foreign aid projects or 
activities of the Communist-bloc 
countries? 

2 7 .  Nrrcotiom 

a. Crsb reimbursemeats (FAA 
Sac. 4 8 3 ) :  Will arrangements preclude use 
of financing to make reimbursements, in 
the form of cash payments, to persons 
whose illicit drug crops are eradicated? 

b. Assistrace to nrrcotfor I 

trrffickera (FAA Sec. 4 8 7 ) :  will 
arrangements take "all reasonable stepsn 
to preclude use of financing to or through 
individuals or entities which we know or 
have reason to believe have either: (1) 
been convicted of a violation of any law 
or regulation of .the United States or a 
foreign country relating to narcotics (or 
other controlled substances); or (2) been 
an illicit trafficker in, or othervise 
involved in the illicit trafficking of, 
any such controlled mubstance? 

-.--- - - - - - - -  - --  



7 0 .  txpropr t n t ion and r nd ~ m r  orm 
(FAA S P C .  620(qj): Will ansll~tatlce 
p r ~ c l  ~ d r .  I I R F ?  of f l ~rnricing to ,.ovtyensa tcr 
ovrr~ra for expclpv ineed or na' lonnlizad 
prc-ylnrtl', exccdpt 1 r t  cornpenPa t - forelan 
nat j ~ n n l m  in at-rcitl.rtcs with 1 land reform 
Frogtarm certif l rd  by tha Pren l dent? 

29. Policn nnn Priroar (fM Sac. 
660) : Wi 1 1  n q c  l ! a t a r i ~ ~  preclu'~* uge of 
f ir~,iricl riq to pr o v i t l p  training, odvics, or N/A 
a n y  financial slrpflf)rt for pollr.*, prisone, 
or other law enforcement forcvq, except 
for narcotics program#? 

30. CIA Activitiar (FAA Sec. 6 6 2 ) :  
Will assistance preclude ume of financing 
for CIA sctlvitir87 

31. Motor Vobicles ( P M  Sec. 
636(i)): Will assistance preclude use of 
f inancinl~ for ptrrcli(r*t~, sale, lonu-term 
lea+@, oxclrang* or ytt.~ranty of the sale of 
motor vehicles manufactured outside U.S., 
unless a valver Is obtained? 

3 2 .  nilitrry Perronaml (FY 1991 
Appropriations Act Sec. 503): Will 
assistance preclude use of financing to 
pay  pension^, annuities, retirmment pay, N/ A or adjusted s e r v i c ~  compensation for prior 
or current military personnel? 

33. Payment of O . W .  A s s r ~ s m a n t s  (FY 
1901 Appropriations Act See. S C 5 ) :  Will Disbursments w i l l  be used to 
assistance preclude use of financing to pay eligible debt to 
pay U.N. assessments, arrearages or dues? international organizati~ns 

3 4  nultilrternl Orp8niratloa 
Lending (FY 1 9 9 1  Al?ptrpriation?l Act Sac. 
506): W i l l  as3ista~cc preclude us* of 
financing to carry out provisiotis of FAA 
sectlcn 2 O u l d )  (tror*sfor of FAA fund9 to 
multilateral organization# for lending)? 

35.  Export of Huclort Rrswrcem (FY 
1991 Appropriations Act Sec. S l f l ) :  Will 
assist.3nce preclude uep of finar~cinq to 
finance tho export of nuclear erluipment, 
fuel, or technology? 

See above 



'36. Repression o f  Population (FY 
1991 Appropriations Act Soc. 511): Will 
assistance preclude use of financing for 
the purpose of aiding the efforts of the 
government of such country to repress the 
legitimate rights of the population of 
such country contrary to the Universal 
Declaration of Human Rights? 

37.  ~ublioity or Propoqaada (FY 1991 
Appropriations Act Sac. 5 1 6 ) ;  Will 
auimtance be usad for publicity or 
prppaganda purposes designed to support or 
=defeat legislation pending befor. 
Congress, to influence in any way tho 
outcome of a political election i n  tho 
United States, or for any publicity o r  
propaganda purposes not authorizod by 
Congress? 

38. Marine fnruraace (FY 1991 
Appropriations Act Sac. 563): Will any 
A.I.D. contract and solicitation, and 
subcontract entered into under such 
contract, i nclude a clause roquirinq that 
U.S. marine Insurance companies have 
fair opportunity to bid for marine 
inruranca vhon auch insurance is necessary 
or appropriate? 

39. Lxcbango for Prohibited Aot (FY 
1991 Appropriations Act Sec. 569): Will 
any assistance be provided to any foreign 
government (including any instrumentality 
or agency thereof), foreign person, or 
United States person in exchange for that 
forciqn government or person undertaking 
any action which is, if carried out by the 
United States Government, r United States 
official or employee, expresrly prohibited 
by 4 provision of United States lrw? 

YES 
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1. Agricultural Export8 (Bumperr 
- Amendment) (FY 1991 Appropriation8 Act 

Sec. S21(b), a8 interpreted by conferenco 
report for original enactment)r If 

- 
- assistance ir for agricultural development 

activities '(rp@cifically, any tenting or 
brooding feasibility study, variety - 

fmprovernent or introduction, conrultrncy, 
publicreion, conferrnce, or training), are 

- 
such activities: (1) specifically and 
principally dasfgned to increasa 
agricultural exports by the host country 
to a country othar than the United States, 

- where the export would lead to dfroct 
competition in that third country with 

- exports of a similar commodity grown or 
- produced in the United States, and can the 
- 

- 
activiti*~ reasonably bo taxpocted to cause 

- substantial injury to U.S. exporters of a 
- similar agricultural commodity; or (2) in 

suppcrt of research that is intended 
prLnarily to benefit U.S. producer#? 

2. Tim6 Aid Crodits (FY 1991 
Appropriations Act, Title 11, under 
heading "Economic Support Fundm): Will DA NO 
funds be used for tiad aid credits? 

3 appropriate Technology (FM sec. 
1 0 7 ) :  Is special emphasis placed on us0 
of appropriate technology (defined as 
relatively smaller, cost-saving, 
labor-using t e c h ~ o l o g ~ r s  that are 
generally most appropriate for the small 
farms, small buoinesres, and amall incomes 
of tho poor)? e- 

YES 

4 .  Zadigr~oua Ileads an8 Resourc8r 
( F M  Sac. 281(b))r Doscribe extant to 

- 
which the activity recognizes the 

KEPM w i l l  : -develop the 

particular needs, desires, and capacities 
l n s t l t u t i o ~ l  capacity of the 0% 
Lo iqlement the - -hg1 :0~n t5 l  - -- 

of the pacple of the country; utjliz_as_the_ - - - - -  

_ country's-intellectual-resources to 
ActlOn -- 

- fac i l i t a te  local-level 
nat-al resource management 



5. taoaomic Development ( F M  Sec. 
1 0 1 ( a ) ) :  Does the activity give 
reasonable promise of contributing to the 
development of economic resources, or to 
the increase of productive capacities and 
self-sustaining economic growth? 

6. Bpecinl Developmant Emphases (FAA 
Secs, 102(b), 113, 281ta)): Describe 
extent to which activity will: (a) 
effectively involve th8 poor in 
development by extending access to economy 
st local lmval, Iticroasing labor-intansiva 
production and the use of ap~ropriate 
.technology, dispersing investment from 
cities to small tovns and rural areas, and 
insuring wide participation of the poor in 
the benefits of development on a sustained 
basis, using appropriate U . S .  
institutions; (b) encourage democratic 
private and local governmental 
institutions; (c) support the self-help 
efforts of developing countries; (d) 
promote the participation of vomep in the 
national econorn!es of develc?ing countries 
and the improvement o f  women's status; and 
(e) utilize and encourage regional 
cooperation by developing countries. 

YES - 

(a) The core logic of 
KEPEM is to improve incen- 
tives for first-line users of 
natural reswrces to manage 
those resources sustainably. 
The program will operate at 
the local level. 

(b , c )Zlze program proposes to 
create a more favorable regu- 
latory environment for NGO' s 
to became more effective part - 
ners Kith local association 
and individuals in improved 
natural resource management. 

(d) Woment s active participation 
in local decision-making and nrle 
setting will be actively encoura- 
ged . - 7. Recipient Country Contribution 

(FAA Secs. 110, 124(d)) : Will the 
recipient country provide at least 25 - 

percent of the costs of the program, - 

projac=, or activity with respect to which 
the assistance is to be furnished (or is YES - the latter cost-sharing requirement being 
waived for a Itrelatively least develo~ed" 
country) ? 

8. Benefit to Poor nrjority (FAA 
Sec. 128(b)): If the activity attempts to 
increase the institutional capabilities of 
private organizations or tne government of 
the country; or if it attempts to 
stimulate scientific and technological 
research, has it been designed and will it 
be monitored to ensure that t h c  ultimate 
~eneficiaries are the poor majority? 

- ----- - - -- ---- 

- 

ONE 
Local resources C. 



9. Abortions (FAA Sec. 104(f); FY 
1991 Appropriations Act, Titla 11, under 
heading "Population, DA," and Sec. 535): 

a. Are any of the funds to be 
used for the performance of abortions as a 
method of family planning or to motivate 
or coerca any parson to practice 
rbortionm? 

b. Axe any of the fundm to be 
used to pay for the performance of 
involuntary sterilization as a method of 
family planning or to coerce or provide 
any financial incrntive to any person to 
undergo mterilizations? 

c. Arr any of the funds to be 
made available to any organization or 
program which, as determined by the 
President, rupportr or participates in the 
management af a program of coercive 
abortion or involuntary oterilizarion? 

d. Will funds be made available 
only to voluntary family planning projects 
which offer, either directly or through 
referral to, or information about access 
to, a broad range of family planning 
methods and servicas? 

s. In awarding grants for 
natural family planning, vill any 
applicant be discriminated against because 
of such applicant's religious or 
conscientious commitrnrnt to offer only 
natural family planning? 

f. Are any of the funds to be 
used to pay for any biomedical research 
which relates, in vholo or in part, to 
methods of, 'or the performance of, 
abortion. or involuntary sterilization as 
a means of family planning? 

g. Ara any of the funds to be 
made available to any organization if the 
President cartifies that the use of these 
funds by such -0-rqanization- would violate-- - -- --- any--of thi abova provisions related to 
abortions and involuntary sterilization? 



10. Contrrat Avardr (FAA Sec. 
b O l ( a ) ) :  Will t h e  project utillxa 
cornpstltive s~lscPinfi proceduv*~ for the 
awnrdlng of co~itract:~, except where 
applicable procurement rule. allow 
otharvisa? 

1.1, 01 9advrnbaged Cntor;~ri8om (FY 
1001 I\I-prr.rl-r f n t  lo11 A?t Sac. & 7 )  ! What 
p o t , r i o n  PI Slrn f 1 1 1 1 3 l . r  vlll be r~.~qilnblr 
only for ne.?tvit.jo- nC economlcelly and 
rocj rr 1 ly rl l lrndvnr~t *and ontmrpr Lsor, 
hi?ltorfcnl l y  blnclr cnllagrm an,! 
univrrsltin-, col l f iqns  and unJv*rsitlcs 
h a v i r q  n s t  l~rJ~r~f: hcvly in which more thnn 
40 p ~ r c ~ n t  of t h o  ~tl~dents arc Nispanlc 
Americans, and prfvat.a and vol~~ntary 
organlzatlons which are controllad by 
individuals who are black Americans, 
Hispanic Americans, or Native Americans, 
or who are economically or rocially 
disadvantaged (including women)? 

12. Biologiaal Divrrmity ( P M  Sec. 
1 1 9 ( q ) :  will the asqistancm: (a) rupport 
training and education efforts which 
irnprov the capncity o f  recipient 
countries to prevent losr of bjological 
diversity; ( b )  be provided under a 
lonq-term aqreement i n  which the  recipient 
country agrees to protect ecosystems or 
other vildlife habitats; (c) support 
efforts to identify and survey ecosystems 
in recipient countries worthy of 
protection; or ( d )  by any direct or 
indirect means significantly d e ~ r c d e  
national parks or s imi  lar prote1:tud areas 
or introduce exotic plantr or animals into 
such aross? 

13. Tropiaal toremtr (FAA sac. i l l ;  
FY 1991 Appropriations Act Sac, 533(c)-(0) 
r ('3)): 

a. A . I . D .  Rogulatioo i t :  Does 
the assistance comply with tha 
environmental procedures sat forth in 
A.I.D. Regulation 163. 

b, Consorvatfaor Docs tho 
assistance place a hiqh priority on 

_ -- conser-vat ion- and - 9 u ~ t 3  inable -management-of - 
tropical forests? Specifically, does the 
asoistance, to the fullest extant 

YES 

To the m a x w  extend 
possible funds all be made 
available to disadvantaged 
enterprises 

(a) YES by holding 
workshops 



feasible1 (1) rtress the importance of 
conserving and sustainably managing forest 
reeources; (2) support activities vhich 
offer employment and income alternatives 
to those who otherwise would causa 
destruction and loas of forests, and h e l p  
countries identify and implement 
alternatives to colonizing forested srosa; 
(I) aupport training programs, educational 
mfforta, and the mstabllshment or 
strengthening of institutionv to improva 
format management; ( 4 )  help end 
destructive mlash-and-burn agricultUr8 by 
supporting stable and productive farming 
practices; (5) help conservo forests 
which have not yet been degraded by 
helping to increase production on lands 
already cleared or degraded; (6) conserva 
forested watersheds and rehabilitate those 
which have been doforested; (7) support 
training, research, and other actions 
which lead to rustainablo and more 
environmentally sound practicer for timber 
harvesting, remova 1, and processing; ( 0 )  
support research to expand know1,adge of 
tropical forests and identify slternativas 
which vill prevent forest destruction, 
loss, or degradation; (9) consarve 
biological diversity in forest areas by 
supporting efforts to identify, establish, 
and maintain a reprerentative network of 
protected tropical forest ecosystems on a 
worldwide basis, by making tho 
@stablishment of protected arear a 
condition of support for activities 
involving forest clearance or degradation, 
and by helping to identify tropical forest 
ecosystems and species in need of 
protection and establish and maintain 
appropriate protected arear; ( 1 0 )  seek to 
increase the awareness of U.S. Government 
agencies and other donor# of tho immediate 
and long-term value of tropical forests; 
(11) utilize the resources and abilities 
of all r e l w r n t  U.S. government rgrncies; 
(12) be baaed upon careful analysis of the 
alternative# available to achieve the best 
sustainable use of the land; and (13) 
taka full account of the environmental 

- impacts - of -tha proposed activities-on - - -  
biological diversity? 

YES 
YES 
YES 
YE9 
YES 
YE9 
YES 
YES 
YES 
YES 
YES 
YES 



14. LnerBy (FY 1991 Appropriation. 
Act Sac, 53J(a))r I t  aouiatance rolatao 
to energy, will such aasietanca focus on: 
(a) and-ura anergy efficiancy, leaat-cost YES 
energy planning, and renewable enorgy 
resources, and (b) ths key countries wherr 
arrirtancr would have the grratrrt impact 
on reducing ernirrionr from gremnhouaa 
garer? 

1 Bub-Urbrrrn Afrfoa A##irtrnao 
(FY 1991 Appropriation8 Act Sec. 562, 
adding a now FAA chaptrr 10 (FAA Sac. 
4 9 6 ) )  r If rrsirtance will come from the 

I 
Sub-Saharan Africa DA account, ir iti ( 8 )  
to ba used fo help the poor majority i n  
Sub-Saharan Africa through a procarr of 
long-term davalopment and economic growth ( 8 )  yEs 
that is equitable, participatory, , 
environmentally aurtainable, and 
8olf-reliant; (b)  to ba used to prornota 
8ustained economic growth, encourage 
private rector development, promot. (b) "'a 
individurl initiatives, and help to reduce 
the rolm of central governments in areas 
more appropriate for the private rector; 
(c) being provided in accordanca with the ( c )  YES 
policies contained in FAA section 102; 
(d) bming provided in close consultation 
with African, United States and other PVOo 
that have demonstrated aCfectiveness in (d l  YES 
the promotion of local grassroots 
activitiar on behalf of long-term 

i 
developmant in Sub-Saharan Africa; 
(a) baing used to promote reform of 
sectoral economic policies, to support the 1 
critical sector priorities of agricultural 

( e )  YES production and natural resources, health, 
voluntary family planning 8arvicas, 
aducatian, and incoma qanerating 1 
opportunities, to bring about appropriate 
sectoral restructuring.of tho Sub-Saharan 
African economies, to support raform in 
public administration and financas and to 
establish a favorable environment for 

I 
individual entmrprise and self-sustaining 
developmant, and to take into account, in 
assistad policy raroms, the need to 
protact wlnarabla groups; ( f )  baing usad 

I 
1 

-- _ _ _  _ _ _ _____I - - _ _ - -_ _ to incroar~ rgricultural production 
vays that procect and restore tha natural 
rerourcr base, aspmcially food production, 

( f )  YES 

to maintain and i m ~ r o v a  basic 



to maintrin and reutore the rmnewabla 
natural rerourcm base in way8 that 
increase agricultural production, tQ 
improve health conditims with special 
emphasls on meeting the health need# of 
mothers and children, including the 
ertabliehment of self-eustalnlng primary 
health care rystems that give priority to 
preventive hare, to provide increased 
access to voluntary family planning 
services, to improve basic literacy and 
mathem~tfca erpecially to those outside 
,the formal educational system and to 
hm.nm primor aducatlon, and to davmlop r income-9enerat n9 opportunities for the 
U ~ @ ~ P ~ Q Y W ¶  and underemployed in urban end 
rural area83 

16. Debt-for-Nature trchanqe ( P M  
See. 163): If project will finance a 
debt-for-nature oxchange ,  describe how the 
exchange will support protection of: (a )  
t h e  world's oceans and atmosphere, (b) 
animal and plant species, and (c) parks 
and reserves; or describe how the exchange N/A 
will promote: (d) natural r ~ s o u r c r  
manaqement, (a) local conservation 
proqramm, (f) conservation training 
programs, (q)  public commitment to 
conservation, (h) land and ecosystem 
management, and (i) regenerative 
approaches in farming, forestry, fishing, 
and watershed manaqement. 

17. Deobl igat ion/Reobl igrt ion 
(FY 1991 Appropriations Act Sac. 515): ti 
deob/reob authority is souqht to be 
exercised in the provision of DA 
assistance, rrr the funds being obligated 
for the same general purpose, and for 
countries vithin the same region as 
originally obligated, and have the House N/A 
and Senate Appropriations committees been 
properly notifhd? 



- 

c, Totorant rate (FM Sec. 

= - 
1 2 2  (b) ) : I f  davn kopment loar~ is repayable 
in dollar#, is ir~terest :ate nt least 2 - 

percent per a n n w  during a gr 8ce period N/ A 
- wt~ich is not to excced ten years, and at - 

least 3 percent par annum thereafter? 

d. txpartm to U n l t r d  Otrtrm 
F A  c .  2 )  t f  a s s i a t ~ n c ~  i m  fdr 

r l r \ ) p  productiv* entnrpriro whi-h will 
cotnpeto with U.S. sntorprirrr, is thera an 
agreement by the recipient coltntry to 
prevent export to the U.S .  of more than 20 
percent of the enterprise's annual 
production during the life of the loan, or 
has tho requirement to enter into such an 
agrsement been vaived by the President 
because of a national security intarart? 

19. D.Wl0pmant 0b)ectiv.s ( F M  
Secs .  102(a), 111, 113, 2 8 X ( a ) ) :  Extant 
to vhich activity will: (1) ef'fectively 
involve t h e  poor in devalopmont, by 
expanding access to economy at local 
level, increasing labor-intanaive 
production and the use of appropriate 
tsctinology, spreading invertmerit out from 
citiss to small towns and rural areas, and 
insl~rinq wide participation of the poor in 
the benefits of development on a sustained 
basis, using the appropriate U.S. 
institutions; ( 2 )  help develop 
cooperatives, especially by technical 
assistance, to assist rural and urban poor 
to help themselves tcward bettor life, and 
othersise encourage democratic private and 
local qovernmental institutions; (3) 
support tho self-help sfforts of 
develcping countria*: (4) promoto the 
participation of v o m n  in the n-tional 
economies of drvrloplng countrlcs and the 
improvement of women's status; and (5) 
utilize and ancouraqa regional cooperation 
by dewloping countries? 



mother. and young children, urinp 
paramedical and auxiliary m e d i ~ a l  
personnel, cl inlca and health posts, 
commercial distribution ayatems, and other 
modas of community outreach. 

22. Education, and Human Resouroe* 
Devrlopment (FAA S P T ,  1 0 5 ) :  If assistance 
is b ~ i n g  mad? av~illrrt~le for odttcation, 
public admin{ntrhtion, or humor1 rerource 
development, d e ~ c r l b e  (a) extent to which 
activity strengthens nonformal education, 
maker formal cducntion morm rclevsnt, 
espscially for rurh l  fa mi lie^ nnd urban 
poor, and etrenqthn~,* managem~nt 
capability of institutions enabling the 
poor to participate in develol~ment; and 
(b) extent to which assistsncc provides 
advanced education and traininq of people 
of developing countries in such 
disciplines as are required for planning 
and implementation of public and privatm 
development activities. 

23. Energy, Private Voluntary 
Orgsnitrtions, and Beleoted Development 
Activities (FAA Scc. 106): I f  assi~tance 
is being made avollable for energy, 
private voluntary organitationr, and 
selected development problems, demcribe 
extent to vhich activity is: 

a. concerned with data 
collection and analysim, the training of 
skilled personnel, research an and 
development of suitable eneray sources, 
and pilot projects to test ncv  methods of  
energy production; and facilitative of 
research on and dovelopmcnt and use of 
small-scale, decentralized, renewable 
energy sources for rural areas, 
emphasizing development of energy 
resources which are environm~ntally 
acceptable-and require minimum capital 
invostment; 

- 

(b 1 Workshops on 
results of studies 
concerning the environment - 

will be held at the local 
level, - 

GNE National Envlronmen t 
Office will develop 
their capacity to 
coordinate data 
collection 

b. concerned with technical 
cooperation and development, especially 

- 

with U.S. private nnd voluntary, or 
agional and international development, 

N I A  

rgrnizations; - - 
- --- 



c. research into, and 
evaluation of, economic development 
procrrrar and techniques; 

d. reconstruction after natural 
or manmade dlsaster,and programs of N/A 

disaster preparednees; 

a. for special devrlopment 
problems, and to enable proper utilization 
of infrastructure and related projects N/ A 
funded with earlier U . 9 .  arrirtrnce~ 

f. for urban dovelopmmt, 
rs#rcially m a l l ,  labor-intensivm 
enterprises, marketing 8ystems for m a l l  
producrrs, and financial or other 
institutions to help urban poor Local resource 
participate in economic and roclal 
development. 

24. Bahol Development (FAA Secs. 
120-21). If assistance is being made 
available for thr Sahelian region, 
describe: ( a )  extent to which there is 
international coordination in planning and 
implementation; participation and aupport 
by African countries and organizations in 
determining dwalopment priorities; and a 
long-term, multidonor development plan N/A 
which calls for equitable burden-sharing 
with other donors; (b) whether a 
determination has been made that the host 
government has an adequate system for 
accounting for and controlling receipt and 
expenditurr of projects funds (dollars or , 
local currency generated therefrom). 





ILLUSTRATIVE KEPEM EXPENDITURE BUDGET 

I INSlllUTIONU COHIRACT 
A, RESIDENT PERSONNEL 

I N n .  DEV. COORDKOP 
i 

ONE POLICY ANALY- 
I 

ONE MbE EXPERT 
ENDOWMENT ADVISOR 

I 
TOTAL RESIDENT PERSONNEL 

8. FRINGE BENEFITS3% W Y  ' 

C SHORT-TERM CONSULTANlT 
FOREST FIN, MGT. SPEC 
FOREST INVENTORY 
FOREST COORDlNArOR 
ENVIRONMENTAL REVIEW 

I ENDOWMENT FIN. SPEC 
FOREST REV. SPEC 

I 
I 

FOREST MOT. SPEC 
NGO SUPPORT EXPERT 

I 
SPECIAL POLICY EXPERT I 

TOTAL CONSULTAKE 
I 

D. PROFESSIONAL MALAGASY STAFF 
LOCAL ADMIN. ASST. 1 
SECRETAR: 

TOTAL MALAGASY STAFF j 

F L O U K I Z T R A V E L  1 
INTERNATIONAL TRAVEL 
LOUILTRAVEL I 
PER DIEM 

TOTAL lR4VU. 

G. POST ALLOWANCES 
EDUC. ALLOWANCE 
HHV~WCONSUMNABISTORAGE i 
R&R 'IVLR(OME LEAVE 1VLZMERGl 'M. 

TOTAL POST ALLOWANCES 

I. OFFICE SUPPORTMN?ENANCE 
V E H l a E  MAIHlENANCE 
COMMUNICATIONSFAX I 4 8  

TOTAL OFFlCE NPPORT/MAIKIENAN~ 

J. TRAININGNORKSHOPS 
SHORT-TERM TRAINING (INTL) 
WORKSHOPS ( I N - C O W Y )  

TOTAL TRAINING 

K COMMODITIES 
VEHICLES 
COMPUTERS 

- OFFICE RIRNllURE 
= - --TOTAL COMMODITIES - - 



2. PSC COORDINATOR I 1 I I 1 I 
1 SALARY 65 36,000 56,700 39533 62312 65,637 51,- man 

FRINGE EENEFlTS 43001 9 .W1 14.171) l 4 W  l%U( l6.W 12.m 83,018 
- 

POST AUI)WANCES SMOJ UUY) 47,384 %8% 36.4611 7 -,WJ - 
HOUSING C o r n  I 18,1081 19,9201 20,916 21,962 U,W 18,160 l Q 4 U  
RESlDlOFFICE FURNITLIRE 63,000 0 0 

I 1 6 . 0 0 0 i  :) 0 0 0 U,000 OFFICE EOUIPJSUPPLIES ' 0 0 0 16,000 - 
SECRETARIAL SUPPORT 63 U01 2,0001 2-1 2,645 3,012 3,498 3,017 16502 

TOTAL PSC COORDINATOR C o r n  1 1199,413! 11'28.37~1 1 1 U 5 6 4  114,039 $143.070 $114543 $87S,OOI 
I 

3. BUY -lNS(CONSULTANTS SALARY) 1 
EhV REVIEW EXPERT 
EAP DEVEL. SPEC I 
ASSESSMENT COORDINATOR 
LAND TENURE RESEhRCHER 
LOCAL GOVERNANCE RESEARCHER 
C O N N C T  RESOLUTION MSEhRCHe 
MALAGASY FIELD RESEARCH, 
TOTAL CONSULTANT SALARY 

I I 
oVExli w 80% SALARIES ~ m !  1 5 o . a /  I W M ~  0 1  o (  0 1  0 1  3 t o . i r l  - 

COMMODITIES (3 LAPTOPS: 3 0 
VEHICLE MAINTENANCE 0 
WORKSHOPS 
TIUVU. 

0 

PER DIEM 
0 

LOCAL HOUSING COSIS 0 
/TOTAL BUY-IN ~ S T S  I a 9 i , u i l  sswrir I 10 $01 t, 

I 

3. EVALUATION 

I 
I 0 1  rm.m 0 1  100,Ooo 21~),w 

4. AUDIT 1 01 lS .W,  15,000 1 3 - W  11.W! 11 60,000 

!SUBTOTAL IERPEY PROJBCT C O m  I m w  h 7 4 7 . m  1 r ~ n n 7  h ~ m n i  I uer~m-I  
CONTINGENCY 

I 
4 9 . 9 ~ 4  I O ~ X I ~  awl 5 uml r l m i  

t 
I 

I 

! GRAND m T A L  K E m  PROJECT CO- ~I.U*UK izw.7~ LILU.U~ i1,7=.uz L1j71,iwI S S ~ . L P  b .*~,~*j I 

- 
NOTE: I. SALARY C O m  SALARIES FOR SHORTTERM CONSULTAKE BASED ON LEVEL OF EXPERTISE NEEDED IN RELATION 
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ANNEXWI 

ACTION AGENT 

Obligation and ProAg signing GOMIUS AID 

KEPT meets to review progress 
towards program performance criteria 

Conditions Prectdent for Tranche 
One met GQM 

Tranche One r e l w d  US AID 
- 

Verification of payment of eligible 
- 

debt submitted to USAID GOM 

- Position for Program Coordinator 
advertised US AID 

1 

JLZY 92 
PIOIT for bridging activities 
prepared US AID 

PIOIT for Institutional Contract 
~repartd US AID 

- 

PIOIT for buy-ins (Local initiatives studies) 
to centrally funded projects prepared USAID 

PIC mats for the first time PIC 

- AUG 92 
Request for Propsal sent out 
for Institutional contract REDSOIESA 

SEP 92 
-- - - - - -. A .-- - - - - - - - . Bridging activities begin-- - - US AID - - - - - - - - - - - - 

Program Coordinator hired US AID 



WOV 92 
Institutional Contract awarded 

Semi-annual progress review 

' Institutional Conmt  short-term 
TA anives to procure houses and 
necessary commodities 

APR 93 
Semi-annual progress review 

M A Y  93 

JUL 93 

AUG 93 

Institutional Contract team anives 
Chief of Party 
Long-term advisors to ONE (2) 
Long-term Endowment Specialist 
Short-term Env. Review Specialist 

Forest Revenue Specialist arrives 

NGO Workshop 

KEPT 

Contract 

Contract 

Contract 

Contract 

End of bridging activities US AID - 

SEP 93 
Local Initiatives Assessments 
completed AIDW Buy-in 

Semi-annual progress review KEPT 

OCT 93 
Workshops held on W Initiatives Assessments 
Legislation approved for establishing 
environmental review process GOM 



Legislation established regarding 
endow ment fund GOM 

GOM 

US AID 

Conditions for Second Tranche met 

NOV 33 

Second Tranche released 

Verification of payment of eligible 
debt sent to USAID GOM 

Local Initiatives Assessments 
Workshops held 

ST TA Environmental Review Specialist 
leaves 

Financial Expen for Endowment fund 
arrives 

Contract 

Contract 

DEC 93 
Preliminary forest inventory 
completed 

Mid-Term Evaluation 
FCB 94 

APR 94 
Semi-annual progress review KEPT 

MAY 94 
Paper defining roles and responsibilities 
for environmental policy formulation KEPT 

SEP 94 
KEPT 

KEPT 

Semi-annual progress review 

Plan for coordinating implementation and 
evaluation roles in EAP 

Equivalent of $6 million deposited 
GOM in endowment fund 



NOV 94 

DEC 94 

JAN 95 

FEB 95 

APR 93 

Specific environmental review prvcesses 
legislated 

Improved of collection and accounting system 
established to increase revenue from 
stumpage fees 

Conditions for release of Tranche 3 met 

Tranche 3 released 

Verification of payment of eligible 
debt 

Financial Expert for Endowment Fund 
leaves 

Annual workplans for implementing and 
assc:,sing progress of EAP prepared 

First Workshop on forest revenues 

Project and Program audited 

Preparation of draft legislation 
based on results of Land Tenure, 
Local Governance and Conflict 
Resolution studies 

Semi-annual progress review 

Nat'l. Forest Mgt. Specialist 
arrives 

GOM 

GOM 

GOM 

US AID 

GOM 

Contract 

GOM 

GOWDEF 

US AID 

KEPT 

Con tract 

NOV 95 



JAN % 

FEB % 

APR % 

MAY % 

Procadures for improving EAP 
coordination adopted 

Final program evaluation 

Second workshop on forest revcnucs 

Workshop on Natural Forest Management 

Forest Revenues Specialist leaves 

Equivalent of $6 million dtposited 
in endowment fund 

50 percent of forest revenues 
to be allocated to Natural Forest Management 

20 percent of ONE'S recurrent cost 
budget contributed 

Legislative, regulatory and policy 
changes implemented based on results 
of Land Tenure, Local Governance and 
Conflict Resolution studies 

Comprehensive stumpage f a  table published 

Semi-annual progress review 

Conditions for release of Tranche 4 met 

Tranche 4 released 

Nat'l. Forest Management Specialist 
leaves 

Verification of payment of eligible 
debt presented to USAID 

- - - - -- -- - - - - - - - - - - - 

Series of natural forest management 
plans begin to be developad 

GOM 

GOM 

GOM 

GOM 

GOM 

KEPT 

GOM 

US AID 

GOM 

GOM 



Ixm?z 
OCT % 

- 
- 

- DEC % 

M A Y 9 7  

- SEP 97 

- OCT 97 
- 

APR 98 

Smhnnunl pmgrau nvlaw 

Evaluation of cff#rtivcncrcd of EAP 

Rest of contract uarn dtpam 

End of Program Coordinator conuact 

Close out activities begin 

P ACD 

Contractor 

US AID 

usm 
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SOCIAL SOUNDNESS ANALYSIS - 

W - E  AND EFFECTIVE APPLICATION OF POLICIES 
FOR ]ENYDROMMENTAL MANAGEMENT - (KEPEM - MADAGASCAR 

KEPEM's goal is to establish sustainable human and natural ecosystems in areas of 
Madagascar where biodiversity is threatened. As such KEPEM will address a number of 
interlinked issues that impede  effort^ to conserve biodiversity. It is part of the 
GOMJMultidonor Environmental Action Plan (EAP). With "Sustainable Approaches to 
Viable Environmental Management" (S AVEM) , KEPEM reflects US AID'S commitment 
under the EAP to address the protection and management of biodiversity u well u 
institutional strengthening in the resource-management field. Analysa conducted by 
U S J D ,  other donors and GOM officials, indicate that conserving biodiversity (or, more 
realistically, slowiqg the depletion of biodiversity) depends heavily on upgrading the 
capacity of local natural resource users to improve the efficiency and sustainability of 
their production systems in threatened environments. 

The core logic of KEPEM is to improve incentives for first-line natural resource users to 
manage those resources sustainably and to intensify resource production through 
investment. The purpose of KEPEM is to crcawa policy and institutional framework of 
incentives and revenue generation and use that encourage sustainable natural resources 
management. 

The goal and purpose will be achieved as a consequence of policy and institutional 
changes supported by A.I.D. The three major components of KEPEM arc: (1) 
developing the institutional capacity to implement the EAP; (2) facilitating local natural 
resource management objectives; and (3) natural resource revenue generztion, expenditure 
and resource pricing. 

Direct beneficiaries of KEPEM wiU be: first-line natural resource ua:rs benefiting from 
improved natural resource management; non-governmental organizations and local 
associations which, through program reform efforts, will be better able to organize and 
operate at the local level; and the GOM which will bc bcner able to define, implement 
and evaluate environmental policy. 

- 

- 
-- 

In the long run millions of Malagasy people stand to benefit from the conservation 
through dcvclopmcnt goals of the program, This includes the urban population which 
depends on protected areas and natural forest for water and electricity as well as the rural - 
people whose rice-cultivation will decline-if-the-watershe& an destroyed. ._ Man- -- _ . - - - - A- - 
immediately, if the KEPEM Local Initiatives component initially focuses on sites where 
SAVEM will also operate, 60 -120,000 people who live in peripheral zones of the 
protected anas will be directly affected. Some of the short-term effects may however be . . ne~ativc. as some cus- SQ-sfd may be curtailed in newlvdesipnated 



protected ueu. Those most affected will be landless and land-poor Malagasy who have 
few alternatives to natural resource exploitation. Participation of the affected populations 
should minimize damage to them and win their understanding of the need for change, 
However, then is no single recipe for success. 

The following social analysis will concentrate on the individual beneficiaries of KEPEM, 
where direct human level impact is anticipated. It will look at legislative incentives for 
local natural resource management and measures proposed to foster NGO growtli and 
partxipation in natural resource management. It is not the intention of this analysis to 
provide a final picture of the situation. KEPEhd makes provision for funher study of the 
issues and is pre licated on the need for an interactive process involving local 
communities and associations, NGOs, and Government bodies to utilize this information 
to create a policy agenda. This analysis is an attempt to define the key issuu. 

MADAGASCAR: SOCDETY AND CULTURE 

Madagascar, an island of extreme ecological diversity, was settled wer the part 
millennium by peoples of African, Middle Eastern and Indonesian origin. Despite official 
recognition of some twenty ethnic groups, there is a generally recognized underlying 
unity of language and culture including common cultural traits such as monotheism, 
veneration of ancestors, a system of kinship which can be traced through either the 
paternal or maternal line, division of societies into three relatively rigid smta (nobles, 
commoners and descendants of slaves); circumcision of children, the practice of astrology 
and divination, and certain concepts associated with authority such as hssina (defined as 
sacred of life-giving power) which legitimate the position of political as well as familial 
authorities. 

Cultural variation within Madagascar has been described by Huntington (1973) as a 
continuum. There appears to have been a continuous pattern of migration, assimilation, 
and more migration which worked to diffuse peoples and institutions over large areas, 
The process of differentiation whereby the present diversity of culture and social 
organization developed within this wider embracing unity emerged in reaction and 
adaptation to variations in the physical environment, different histories as subnational 
political units and contact with the outside world. The relative importance of the 
environment is reflectad in the names of many ethnic groups. (e.g Tanala means people of 
the forest. Antemm - people of the shores; Antefasy - people of the a d s ;  Sihanaka - 
people of the lake; Sakalava - psople of the long valley; Antandmy - people of the 
thorns.) 

- 
The principal modes of livelihood for the rural population are, rainfed agriculture on 

-- --*tanetyn-U,-irrigatad production on permanent fields, slash and bum 'tavy' cultivation - - --- 

mainly in forested areas, livestock rearing, fishing and to a more limited extmt hunting 
and gathering. T h e  do not occur in isolation rather they are combined in different ways 
depending upon local ecological circumstances, regional and ethnic preference. (A 
w- . LI -. . . . .  - . -  -6-d~~ 

I 
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The population in 1989 was 11.3 million with a projected annual population growth nte 
over the next decade of 3,1% , (World Bank 199 1) Approximately 18 2 of the population 
Live in urban ateas. (Pryor 1990) Two thirds of the rest of the population Live on 20.25% 
of the land mass with population densities reaching 3 0 0 / M  in fertile valleys. 85% of the 
active labor force is involved in agri~ulture and there an 1.5 million small farming units 
of 2 hectares or less, (World Bank, 1988) Migration continues and is both seasonal and 
permanent. In 1975 apprcximately 5% of the population lived in provinces other than 
those of their binh and a further 14% lived a significant distance horn the area of their 
birth. These percentages 

. have certainly increased, especially for men, due to increasing rural insecurity and 
increasing economic pressures. (Dash et al. 1990) Rural natural resource users - farmers, 
pastoralists, forest gleanen, fishermen, fue-wood cutten and chvcoll makers, artisans 
and woodsmen -have Limited or no acas  to technical, financial and orgul i tz t id  
assistance to make their production systems more profitable and sustainable. Yet these 
rural people constitute 80% of the population. They produce 60-7596 of the gross 
national product, and about 80% of the foreign exchange earnings, (USAID, 1991) 
Their production systems an often resource wasteful and endanger biodiversity. This is 
panicularly true for: tavylslash and bum cropping; seasonal bum-off of prairie grasses for 
pasture management; extensive grazing on open-access, public domain lands without 
regular following; erosive annual crop planting on hillsides; high siltation and water 
inefficient irrigation schemes; and, unmanaged, non-renewing timber and forest product 
extraction. 

Ten percent of the farm households nationwide arc headed by women, with the 
percentage varying by province. Antsiranana in the North has 21 96 while Fianarantsoa 
and Toliata have only 6% each. Having less land on average than male-headed 
households, these arc among the poorest farming units. (Dash et 11. 1990) Traditions 
governing the division of agricultural labor an weakening. Soil preparation tasks have 
traditionally becn men's work. Men also plant and harvest. Activities connected with 
transplanting rice, weeding and maintaining garden plots have been women's work. 
Women also gather firewood, cook, tend to the household and nurture children. Today 
women makc use of new technologies when available and men will transplant rice in new 
production zones away from their ancestral homes. 

- 
Despite the existence in he past of Malagasy Queens and the high status of a few women 
in politics and government adminimtion today, their role in production in relatively 

- unknown and mistakenly assumed to be less than it is. Women enjoy the same legal 
- - 

rights as men in all aspects. There arc no legal barriers to women marketing agricultural 
products and in most of the country women manage the household finances. - 

- -- - - - - - - - - -Furthermore, the decision to buy or sell is usually taken jointly by husbands and wives. - - - - -- --- 

However, attention is given to women as mothers, housewives and teachers rather than as 
producers and marketers. Consequently women have difficulty in gaining access to the 
factors of production (lahd, tools and credit); bear heavy household burdens; arc isolated 
~ ~ ~ q @ n ~ * ~ a & ~ ~ ~ ~ ~ ~ ~ ~ ~ & ~ ~ q ~ & ~ d  

- to be paid less than men. 
- - - - - - - - -- - - - - 

- 

- 

- 

IX-3 
- - 



RESOURCE USE 

With a fcw exceptions, Madagascar's natuml resources an legally and functionally fra 
public goods. Whether by formal "droit d'usage" in the forests or customary law 
governing fisheries and watersheds, the use of Madagascar's natunl nsources is 
considend a birthright of the citizenry, This legal regime has resultad in over- 
exploitation and degradation of resources and has been exacerbated by population growth 
and pervasive poveny which leave people with little option but to continue to mine their 
resource base. 

If the first-line natural resource users do not change their behavior, Madagascar's 
biodiversity is at grave risk. The goal is to achieve a voluntary, self-intcnstbd shift From 
resource destructive production systems to new forms of natural nsorrnx management 
that an sustainable and will contribute to tangible and fairly rapid mums. It u klieved 
that more productive and environmentally sound technologies an known (i.e more 
intensive, less extensive agriculture and pastoral systems leading to a reduction of tavy in 
and around forests and on hillsides; reducing or eliminating the firing of pniries gnsses 
as a regrowth management system by pastoralisu; containing pasture encroachment into 
forested areas; managing forest product takesff; and encouraging Labor intensive agro- 
pastoral industry, product commercialization and employment generation (For more 
information see KEPEM and SAVEM technical analyses.) However, these technologies 
must be made available to men and women. Cumntly there ate no female agricultural 
extension agents and those agents which do exist an hampered by a lack of resources. In 
addition then are only three female "Agents pour la Protection de la Nature' (APNs). 
The ability of these agenu to transmit new technologies depends upon the availability of 
necessary support services such as inputs and credit as well as the agents' relationship 
with local communities, their ability to convince fanners and pastoralists that it is in their 
best interests to change and the capacity of the target population to afYord the risks u 
well as m a t  new labor requirements. 

Motivating people to change is a complex process. However, there an examples in 
Madagascar of successful initiatives. Bloch cites that the Zafimaniry an themselves 
changing their production system from one based on tavy to one based on inunsive rice 
production in valley bottoms (cited in Kottak, 1980:268). Schwe~escn et d. (1991), cite 
that pastoralists in Ambalavao that have formed an association to provide veterinary 
services aqd improve the quality of their pasture. And, villagers an contacting NGO's to 
ask for assistance in setting up nuneries for reforestation projects to increase their lccess 
to timber ruources. 

The Offia NItionale de 1'Jhviro~ernent (ONE) must take the lead in studvinn how the 
- - -- - - - 

- instihitional r 1 1 l a ~ ~ b 6  changed to~giv6kst-likatural re~ur@iiur& irkntives 6- 
taLe this poth. KEPEM i n a d s  to give impetus to the momentum already underway by 
enhancing ONE'S capacity to fulfill its mandate; by instituting legislative changes to 
enhance the incentiv; f& first-line natural nsour& users to govern and manage these - 
resources, and by enhancing the ability of public and private organizations to disseminate 

e necessary technical information. The latter will be effected by changing the leg 
climate which curnntly discourages NGOs from participation in natural resource 
management. 

IX-4 
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STRENGTHENING LEGISLATIVE INCENTIVES FOR LOCALLEVEL 
NATURAL RESOURCE MANAGEMENT 

Initially KEPI34 proposes to tackle legislative incentives by undertaking three 
assessments on: 1) land and resource access and use rights; 2) current practice and n d c d  
changes regarding community-level revenue generation and expenditure; and 3) cunent 
practice and needed changes regarding natural resource management conflicts, 

LAND AND RESOURCE ACCESS AND USE RIGHTS 

The most critical issue for improving local resource management towards the goal of 
sustainable utiliation, is the affected communities ability to control their use, take 
responsibility for their management and obtain the assistance necewy 10 maintain and 
replicate them, The assessment of land and resource access and use rights wil l  address 
this issue. However, trying to cover al l  aspects of land and resource access and use 
rights in one study is overly ambitious. 

There are for example three principal forms of land tenure in Madagascar - cadastral land 
registration, customary tenure, and State land. However, other systems coexist with these 
namely; collective ownership, ownership resulting from post independence legislation, 
individual ownership without title, and use rights on cavy land. Little is known about 
actual land tenure patterns and land management systems practiced throughout the country 
other than that they an associated with different modes of production. 

Low lying rice-fields in permanent use (found throughout Madagascar but concentrated in 
the central highlands) are owned by a family and sometimes by individuals. They can be 
sold. Most remain under the customary land tenure system despite efforts in the central 
highlands to institute cadastral regismtion. Tavy and most tanety fields (also found 
throughout Madagaxar with tanety being more prevalent in the highlands and ravy most 
prevalent in the East) also remain subject to customary patterns of ownership, with rights 
to land being established through cleving and cultivation. However, villages have clear 
rights to land within a given area and, within that area, specific plots arc allotted to 
particular extended families. Consequently neither tanety nor tavy production systems an 
random or practiced without regard to management of the resource. In southwestern 
Madagascar, where pastoralism is at least as important as agriculture, the household is the 
unit of access to a g r i c u ~ ~ d  land as well as of livestock ownership. However, atxess to 
pasture is through the muid lineage. In recent years there has been a great deal of 
migration and nsettlement in response to the increased threat of cattle rustling combined 
with the need for adequate wet-season agricultural land. It is not hown what impact this 
has had on customary rights, access and range management over the past decade. 

-- ---Finally, the Eastern coastal region and along put of the Northern coast is the major zone - - -- 

for export crop production (coffee, cloves and vanilla). Consequently it was one of the 
principal zones for colonization by foreigners and numerous colonial "concessions" were 
delimited. 



Whatever the prevalent Land tenure system, the distribution of land in Madapar is not 
equitable. The panern of inequality is a result not only of twentieth century social, 
demographic and economic change but also of the hierarchical organization of pre- 
colonial societies, Nobles and high-ranking commoners controlled large v t a ~  of land, 
while slaves were not permitted to own land. Although Slavery has long been abolished, 
the land-holding patterns wociatbd with it remain. Many who have no land of their own 
arc descendants of slaves and remain dependent on the families of their former masters 
for access to land. For others land shortage may be of more recent origin, the product of 
population growth or indebtedness for example, Share cropping or mdtayage has 
developed as a response to landlessness with the land owner receiving 25 -50% of the 
harvest. Though presently illegal, in Mahajanga and Lac Alaoa 20% land under this 
system. 

Sharecropping is one of a range of contracts by which landless or land-poor peasants gain 
access to land and income. Longer-ten leasing of land and sale of one's l a b r  arc 
alternatives that need to be considered as similar strategies for the survival of the poorest 
members of rural society. These exchanges arc economic relations and social conmu,  
the expectatiosls of each party to the contract and their implications for more effective 
resource management also need to be considered. 

Understanding, these land tenure systems and prduction relationships, their social and 
economic underpinnings and their relation to rgricdtural practices, is of fundamental 
importance to the objectives of KEPEM. Further information is also required concerning 
rights to forest land, products and activities as well as the degree to which different social 
groups an dependent upon them for their survival. 

Some work has already been conducted on the complex issues of land tenure; curnnt and 
- 

potential forest, water, and g d n g  rrsourcc use; household and commercial exploitation; 
and agricultural practices, and related studies an proposed. For example, a national 
NGO is requesting money from the SAVEM grant fund to look at pasture use and 

- burning, the African Development Bank and USAID have proposed land registration and 
tenure studies. In addition NGOvs working in protected anas have undertaken so& 

- economic surveys which look u current practices and utilization of resources. 

- Key issues which remain to be ddrused include: 
- - How can the needs of the landless be met? - How will the process of migration be affected? 

- How can women's access and rights be enhand or at least not 
diminished? 

- Do inheritance laws need to br, adjusted to protect the rights 
- - . of children?- ----- - - -- -- - - 

- How can runl people be protected from speculation and 
of power and influence gaining access to their traditional land 

- and nsource bases. 
- 



It should be posaible for the KEPEM to develop the capacity of ONE to compile the dau 
which exists, analyze the gaps with the GOM, other donors and NOO's and then to 
proceed with a narrower scope of work for this study, Particular attention will nted to be 
paid to gender issues and the impact of proposed changes o;, the rural poor 50th of which 
have to date been largely excluded from all studies and analysis. 

CURRE!! mUCTICE A.ND NEEDED CHANGES REGARDING COMMUNITY 
LEVEL REVENLT GENERATION AND EXPEWITURE 

Local natural resource users lack legal authority, or believe they lack authority to 
establish taxes or Impose in-kind or labor contributions upon themselves, Thus they may 
find it difficult to finance natural resource management if voluntary contributions fail 
leaving themselves and their resources subject to exploitation by outsiders with the 
necessary finance to mine them but without the desire to sustainably manage them. 

In order to effectively generate revenue and make decisions concerning its exptndinue, 
well established community associations are essential. In Madagascar, there is a long 
tradition of local associations working to suppon the community and one another. 
However, community associations are often based upon gerontocracy and a hierarchy 
dictated by bvth into particular strata (royal, commoner or freed-slave clans). These 
hierarchies coupled with "deference to post" (officials being respected because of their 
position), and the use of arson as a form of social protest as well as an expression of 
jealousy, indicate that the base upon which to build more effective local insdtutions to 
manage natural resources and generate revenue is problematic. 

Locai conditions arc highly variable and the most effective associations to date have been 
developed in homogeneous communities. Many areas of critical concern to KEPEM are 
not homogeneous and social stratification poses serious equity issues. (Leaden are 
chosen because of their traditional position in the community rather than their intenst or 
skills; there arc multiple ways in which influence and panonage can be used to avoid 
regulations imposed by ass&iations and/or ~ovemment; and members from different 
clans do not come together on an equal footing). In addition, the relationship between I 
local associations and the more formal institutions of local Government are unclear. In 
some instances these structures and offices complement each other, in others they 
compete with each other dividing local communities in their loyalties. 

The relationship between traditional and modem, formal and informal amiations as well 
as the experience of national and international NGOs with local-level institution building 
needs to be analyzed in greater depth during the initial phase of KEPEM. KEPEM can, 
for example, profit h m  the experience of national NGOs in organizing potable water 

- -- .. - _  systems,.rnanagement committea and community based revenue collection for their __-_ a - - - - maintenance. 

Analysis of the NGO experience, could be incorporated into the proposed study on - c ~ w w c r  @v level revenue 
generation and expenditure. However, since the transitional Government is proposing to 

- modify the existing structure of Local Government, it may be unwise to initiate the study - 

until decisions about the nature of future Local Government have been made. 



CURIRENT PRaCllCE AM) NEEDED CHANCES REGARDWG NATURAL - 

RlES0'6TRCE MANAGEMENT CONFIXX'S 
- 

- The study on current practice and needad changes regarding natural m u r c e  management. 
conflicts should address the following: conflicts between individuals, men and women, 

- 
land-holders and the landless, established community members and r a n t  immigrants, 
elders and juniors, different clans and rank groupings and neighboring communities. A - 

key issue wlll be to determine how the n d s  and aspirations of the different stakcholdcrs - 

can be met without exacerbating existing inequalities. Another key issue concerns - 
commercial exploitation of resources. If greater control over natural resources is to te 
vested in local communities and a sense of stewardship fostered, what rights and . 

- 
-. obligations will they have vis-l-vis commercial exploiten? How can the relationship 
- between centrally issued licenses and local control be medkml to enhance the sustahble 

use of resources? What will be the nature of local level participation in decision making? - 

- 
- 

The suggestion has been made that all three studies should focus on critical a m  rather 
- than being national in scope. If the objective is to propose draft Iqislation, ngulations 

or policies to clarify or improve local nanrral resource management, then such an idea is 
- impractical. Any laws drafted would have to be national in scope, A solution might be 

to define pilot anas when the studies would be undertaken, changes proposed and tested, 
- while the same issues are considered in other areas. 

FOSTERING NGO CROWTB AND PARTICIPATION IN NATURAL RESOURCE 
- 

MANAGEMENT 
- 

The EAP has given an important mandate to the NGO community in terms of: (1) - 
- grassroots development initiatives; (2) acting as intermediaries between the mral poor, 

government and donors; and (3) promoting innovative approaches to renewable natural 
resource management and community self-reliance. This mandate provides a unique - 

opportunity for NGOs to play a major role in promoting some of the policy objectives of 
KEPEM. The Local Initiatives component of KEPEM is designed to support and 
strengthen initiatives by local associations and NGOs. 

- The delineation between NGO and 'association' remains unclear. Religious voluntary 
- organizations and institutions come under the umbrella of their religious filiation and an 

not required to register as NGOs. Other organizations such as the Red Cross can apply 
- for special status as public utility associations which are neither NGOl nor religious 
I groups and may benefit from government subsidies. 

NGOs tend to focus on emergemy aid, assistance to disadvantaged groups, and 
establishing structures which assure the development of these groups through an - - - 

- 

integrated approach. NGOs have specifically targeted populations and their activities arc 
developmentsricnted. Associations have a traditional character, born out of a 
spontaneous initiative and founded in general on a spirit of mutual support and aid. +-* 
associations. The ties that unite members lie in the fUgvanaoa, traditional Malagasy - 
social values within the relationships of a family or other group. However few are 
involved with activities which directly benefit the whole community. 



Legal usociadons, for the most part, are simply traditional associations which state 
publicly through the formality of the district or province judicial offices the intention to 
benefit others. This legal StiituS provides the authority to charge member fees, rent space, 
obtain services and so forth. 

Cooperatives arc yet another form of association, Due to perceived government 
interference, the failure of government sponsored cooperatives in the past, and the 
suspicion with whch villages view the questions they are asked by government when 
y ing  to form a cooperative, there appear to be few examples of newly created, dynamic 
cooperatives in Madagascar. Instmd, many cooperatives call themselves "associations", 
register under ordonnance 60-133 and choose the looser legal identity conferred by this 
term. 

The NGO community in Madagarar is growing rapidly, In the past, NGOs have ban 
led by churches. Today they are uneven in depth and quality, and have only relatively 
recently shifttd away from a predominately welfare based orientation towards L 

development. Of the more than thm hundred registered NGOs in Madagascar, only 20- 
30 can be said to have a solid, proven track record over a relatively long period of time. - 
Few NGOs an fully mature or sufficiently experienced in administration and finance, lo 
addition, the majority are located in Antananarivo, and only a minority (43) have a 
national scope (USAID, 1991). 

When considering the possible expansion of NGO activities into new regions, one must 
address the issue of ethnic rivalry which exists despite Madagascar's cultural unity; some 

- 

NGOs are clearly identified with certain localities and would find it difficult to move to 
new areas. Expansion is also constrained by the absorptive capacity of communities and - 

the fact that NGOs work through existing community structures or assist communities 
- 

with building the necessary structure. While enhancing the institutional capacity of the 
community, this approach is time consuming and places consminu on both the 
communities and the NGOs' activities. 

Weaknesses evident in the environmental NGO community include limited institutional 
and technical capacity, inadequate coordination and collaboration among different groups, - 

and a paucity of credit programs. Markedly absent are programs which address the 
particular concerns of 1c"ragasy women. 

Accompanying the growth of registered NGOs then has been increasing activity among 
informal groups, and grassmots associations but only very recently an linkages among - 

them being made. The legal status of these groups and associations is often ambiguous 
and is an important issue to be addressed. - 

- -- - -- - -- - A  ---- - - - - 

r - Various umbrella organizations have also emerged. Religious umbrella organizations play 
an active support role toward NGOs which they serve. Newer umbrella organizations 
such as COMODE, and ANAE which arc nondenominational, are beginning to play roles ,. 

i.& A " . .  C C I M  -%w 



building, Given the democratic p m s s  through which COMODE m e  into existace it 
is in a good ~#)Jidon to engage in dialogue with the Government on policy iuucs, 
legisladve mform and to support the dcvclopmcnt of N O 0  acdvitics in Madagascar, 
However, to procend along this path it may rquire some technical usist;mcc, 

Atfempu to consolidate group activity for development purposes may face resistance on 
the part of local government officials who, in some w s ,  arc unwilling to take rhe rural 
population seriously, Actions taken by NO03 to organiza local farmers have been seen 
by local authorities as usurping the government's authority to taka the initiative to 
organize provision of services in light of local needs. Where local government is willing 
to work with groups and their representatives there are indications that solidarity groups 
are able to federate and work for the benefit of both their membership and the wider 
community, In addition there is evidence that central Governmtnt is ready to misit the 
question of NGOs and to revise the laws penaining to their ngisbntion and nnge of 
activities, 

KEPEM addresses the issue of proper recognition and registration of NaOs, users 
associations and informal groups by supporting the development of an NGO code, This 
will clarify and simplify rights of association, procedures of incorporation and the legal 
status of NGOs. At the same time it will permit NGOs to establish endowment funds, 
receive gifts and bequests and charge for services, It has been proposed that the dialogue 
bcwecn GOM and NGOs be undertaken through an umbrella support organization for 
NGOs such as COMODE. While COMODE represents many of the national NGOs 
working in the field of natural resource management, it docs not represent the majority of 
NGOs or the international NGO's whose effectiveness is also hampered by existing laws. 

COMODE has already taJcen a lead in canvasing its members on necessary changes to the 
existing NGO code. However, can needs to be taken to ensun that any code proposed 
docs not restrict the activities of the 275 or so national NGOs who arc not members. In 
addition, it may be necessary for international NGOs to draw up a separate code if their 
needs arc to be included. Care should also be exercised to ensure that, while reassessing 
the legal framework, steps an not taken to resaict freedom of association. 

CONCLUSION 

The major components of the program, support for ONE, faciliating local natural 
resource management Initiatives and natural resource revenue generation and resource 
pricing, will either improve the situation of groups affected by KEPEM activities, or at 
least not harm them. 

Improved environmental policy evaluation and coordination should mitigate some negative 
__effects of policy and action interventions by increasing the transparency of the process-by 

which their consequences arc assessed. Facilitating local initiatives will materially 
increase the control of first-line natural resource usen over the resource base, and 
empower them to govern and manage more effectively renewable murces  critical to 
a s u NIV ' a  1. Taxation of the saw timber will n- 'allv affect local orouos, excmt 

insofar as it slows destruction of the remaining high forest. However, there may he some 
opposition from commercial loggers who tend to be people of power and influence. - 



Local populrdm~ will be impacted on two Invcls: first, dt tho vilhga or community level 
where I d  oiganizrrdon~ wlll tw s u p p o d  through policy reform and provision of' 
rc~ourccs to inltiata acdons in suppon of c?nvironeionfal prowdon and dcvalogmmt; and 
second, at rho ngional public ~crviccr lavcl. Since load communitioj will ba given 
authority to form into action groups, generala and manage finvlcial ratouras, and recaivo 
technical asslstancc from public and NO0 wrvlccs, they will bQ able to dlraelly cofirribut~ 
to thc economic growth and well~bcing of rhcir cornmunider, Agcnu of public sector 
technical and planning mmistnes, and NGO organizations respons~blc for implcrncnuuon 
of thc EAP will bc more able to fulfill thctr mandates to mobilize and suppan lacal 
initiauvcs, 

Thcsc? actions will mainly bencflt those comrnunitics with homogcntous social structures. 
In areas where there has been a significant internal migntion leading to tha breakdown of 
social strucnrres, the possibility of being able to form village committees and community 
self-help groups may not be as effective. Differential impact of program activities by 
socio-economic strata, rankad gmups, and gcndcr must be monitored carefully during 
implementation, 

Thc GOM, ONE and NGOs are the principal direct beneficiaries of KEPEM. As stated 
above, local communities and individual first-linc natural resource users should benefit 
from the efforts made by KEPEM to improve the legislative environment through which 
their access and use rights are defined, If the studies proposed result in thc anticipated 
changes, then sufficient conditions will be mct for the success of the program. Howcver, 
favorablc institutional and legal environments, though prerequisites are not sufficient 
incentives to change behavior, KEPEM is a part of USAID's total strategy and 
complements the SAVEM project which has  direct contact with comrnunitics through 
integrated conservation and development projects. Several of these projects arc in the 
process of being evaluated and lcssons learnt should be incorporated into both SAVEM 
and KEPEM as well as widely disseminated to othcr similar projects in Madagascar and 
throughout the region. 

Preliminary 0bSC~ation~ indicate that the impact of these projects on local comlnunities 
will be enhanced if NGOs con.Fine themselves to doing what they do best. Conscrvation 
NGOs should be encouraged to form partnerships with national and international 
development NGOs with more-experience in community organization and knowledge of 
the technologies which can improve productivity and the welfare of Malagasy citizens. 
(Several conservation NGO1, rtr J d y  working with local development NGOs), If 
more international NGOs bacon~ activt in Madagascat they should be encouraged to 
work as equals with their h4alag:asy counterparts. Malagasy NGOs have varied 
caphilitia, some have an exccilent and proven track record which should not be 

__ ___ undermined. _Their undentandirip of the socio-cultural environment is invaluable, and__ 
with technical assistance, they may be able io assume the role being ccmsiderd for 
international NGOs. 

- Natinnal and intrmatinnrrl NGnc thnttlrl a h  tu m c n t t n o d  tn cham thrir fail~twt nc well 
as their successes so that mistakes an not replicated in other pans of the country. 

- -  - -  Communication between them is being enhanced through umbrella organizations but could - 

be improved through exchange visits to field sites. 



Women, in pydcuh,  nccd assist;L.cc which will enable them to rake a more p m ~ t i v e  
role in the m c r y  and development of M a d a g w ,  The objectives of KEPEM must 
facilitate, when possible, the opportunity for womcn to be involved in policy dialogue 
and to ensure that any chmgcs in existing legislation or insh.utionaI structure reflect their 
needs. KEPEM must also assure that whatever changes may be instituted a a result of 
this prognm do not adversely affixt women and their concenm This is b a t  done by 
involving womcn in each step of the process, 
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- 

- 1.1 The KEPEM Program 
- 

The KEPEM program has been designed to generate revenues, strengthen public 
- 

institutions and stimulate local initiatives to makc biodiversity management and - 
- - - 

- 
conservation iustainable. The aims of the policy regime which the KEPEM program 

- iniaates arc to create an ongoing GOM dialogue for the formation of policy, to obtain a 
- - commitment from the government for a long-term stewardship of natural resources and to 

generate some momentum for the creation of policy which sustains the natural resource 
- 
C 

- &- 
- base. KEPEM complements the AID-financed SAVEM project, and is best understood in 

this context. SAVEM provides urgently needed assistance to c o n m e  the biological - - 

diversity of Madagascar's unique protected arm and to foster nondestructive ttsourcc - 
management in buffer zones around such ucu. - 

- 
KEPEM provides "non-project assistance" which expands SAVEM's effort to protact 

- 
- 

biodiversity in three principal ways: a broader geographic focus, a longer time horizon - 
- and a more supportive institutional framework. In short, KEPEM will  help build the 
- 

- 

capacity to sustain the resources which SAVEM helps to protect. - 

- 

I .  2 The Basic Economic Premise 

- 

- The basic economic premise of the KEPEM approach is that, in the long run, forest and 
biological resources can only be successfully maintained if: 

o it is in the self-interest of those with effective control over resources to 
sustain them; 

- 

o technically feasible resource management options exist and zlr: available to 
"resource managersw; 

o the generalized system of incentives -- policies, prices, administrative 
procedures, extension support, information and "sensitization", decision- 
authority, etc. - provides clear, consistent and stable signals in support of 
long t e n  nsource management initiatives. 

Because KEPEM d o e  not just focus on a defined set of protected ueas, its concerns will 
be more dependent on the facton which drive overall economic and production system 

- 

- 

decisions than is the case for SAVEM. Because the public sector cannot pmtect dl 
forests as intensively as it can the parks and reserves, "generalized incentives systems" 

- --- are likely to be of greater relative importance than direct-public inmention. -- - 
1.3 Objectives of This Analysis 

- - --6~&]mM -, a 1  dun 

the KEPEM approach. However, because KEPEM provides "non-project' ds tu lce ,  - its - - - 
- 

potential economic contribudon cannot be understood in inns of the 'benefitcost" 

- 

X-5 

-- 



analysis of project investmenu. This document therefore undertakes a broader 
examination of underlying economic issues in tide environment sector, and of the potential 
contribution of natural resources in increasing options for rural incume generation and 
macroeconomic growth, 

The objectives of this analysis are to explore the underlying market and policy failures 
which led to the KEPEM palicy agenda, as well as to respond to some of the questions 
posed In the PAP, 

2. SYSTEMS IN TRANSITION 

2 , l  The Need for Time-Basal Strategies 

The relationship between Madagascar's environment and its economic md institutional 
realities is in rapid aansition. Any analysis which IS based on a static u n d a J W ~ g  of 
what are essentially fluid relationships is likely to be misleading. 

"Environmental degradation" is one outcome of the individual production and 
consumption decisions -- patterns of behavior - which make up the tnacmcanomy. 
Sustainable and widespread behawor change, however, takes time. Then seem to be no 
examples, anywhere in the world or at my time in history, of the sale  of change needed 
to preserve Madagascar's envirorlment occurring in less than several deudes. If cumnt 
resource use trends in Madagascar remain unchanged, the majority of fomt nsources 
outside protected areas will have disappeand by then. 

It is, therefon, difficult to realistically argue that SAVEM, KEPEM or h e  remainder of 
the $200 million programmed for environment (from all donor and government sources) 
can successfully hold the line against further resource degradation. A time-baaed strategy 
must therefore operate at three levels: 

o it must assure that protection strategies for parks and reserves remain 
effective for the foreseeable future; 

o it must initiate the long term structural changes needed to f @ W  non- 
destructive environmental management as soon as possible; 

- o it must offer a need and opportunity driven resource management vision. 

- Policy change and empowerment of I d  populations an neceluary-but not sufficient 
conditions. 

- 2.2 Population and Environment 

- - 

Whether Madagascar is or is not overpopulated is a secondary question. Total population 
- is cumntly 12 million. With a growth nte in the order of 3 percent per fear, total 

population wiU be aver 20 million by 2010, Because urban growth is in excess of the 
rate of natural growth, urban population could pass from its cumnt level of 2.5 million 
to a much as 8 million by 2010. 

- 

- xa 



Rural population growth directly influences four major "motors* of land-based 
environmental degradation: agricultuml land use, land use  for livestock, forest fins for 
purposej other than agriculture or herding' and demand for forest products, including 
energy and timber. Marine and coastal resources have come under increasing pmure  as 
well, Agriculrural and herding practices arc, in particular, very land- and nsourcc- 
intensive per unit of output, 

Urban population growth can have a direct and dramatic impact on demand for forest 
products. Woodfuels (firewood and charcoal) prwide energy for the majority of the 
urban population. Charcoal accounts for eighty to h e t y  percent of woodfuels consumed, 

The link between urbanization, energy and environment provides an instructive example 
of the potential for growing Pesource degdation and for income genentim through 
resource enhancing initiative, but it is clear that chvcoPl pricu have brben rising at a 
much higher a t e  than inflation. In Antananarivo, toward the end of the 1991 rainy 
season (when c h a r d  prices reach a seasonal high) chvcoal prices atlained a level high 
enough to make bottled gas competitive, usually a luxury for only the very wealthy. 
Bottled gas is employed by a small minority of wealthy households in other urban arus 
as well. But a move to alternative energy sources driven by supply shortage of an 
inferior good, rather than demand for a superior good, is not a susuhble transition. 
What the urban energy situation represents is an oppomnity for exploration of alternative 
energy sources, such as electricity, which an endemic to Madaga~cv and can be 
relatively cheaply produced.' 

As population pressure in agricultural zones around Antananarivo incrrrses, agricultural 
production has 'crept up' the hillsides, leading to unsustainable farming and more seven 
erosion. The potential financial returns b m  growing tnes rather than crops could 
increase incomes, diversify the rural economy, promote internal trade and better protect 
the resource base for agricultural activity. Efforts of the Swiss and F A 0  projects in 
Madagascar's cenual plateau region suggest that a key variable in promoting this 
transition to sustainable resource use is Likely to be increased security of land tenure. 

A twenty-year perspective on popuktion growth suggests that currmt resource use 
practices (tavy, extensive herding, exploitation of nanrnl forest for wood and charcoal), 
coupled with a doubling of population in the next generation, will either themselves be 
unsustainable or will make remaining forest nsouras unsustainable. 

I while it may seem redundant to cite forest fms as a category which is additional to 
agricultural and herding land use, then is widespread evidence (from social scientists - 
more competent to judge than the author) of fin being used for both "habitat 

- 
The Minister of Industry, Energy and Mines reports that the cumnt hydroelectricity 

power structure in Madagascar has supplied since the early 1980s mon elecuicity than 
can be delivered to urban households, given the lack of powerline networks. 

- 
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2,3 Changca in Rural Economic Relations 

Six years q o ,  Miuhgiucu redefined its macroeconomic growth strategy and philosophy, 
Many of the basic economic reforms associated with this process and with structural 
adjustment have begun to tirke hold within the last two to three ycars, Othcr changu arc 
either underway or likely* 

The World Bank cites smctud ~0flsl.X'aints in thc agricu~turai SCCbr a3 the major obstac;le 
blocking the response of production to price incentives. Large sub-sectoral growth in 
fisheries and livestock (average growth of 4.9 percent per year 1983-1989) has offset 
sluggish growth of crops (average 1,s percent annual growth over the last five yean), 
According to the IMF, growth of GDP in 1990 slowed to 3,8 percent (the ODRM's 
estimates arc lower), and the terms of trade d~l ined by 16 percent. Runl d t  rcmrlins 
scarce and the increase of value-added in the agricullural =tor again fcll Mow the 
population rate. The results of a severe drought in rice-growing-m await the figures 
describing the fin;ll harvest in May. 

Othcr major macroeconomic developments include liberalization of investment codes and 
of import resaictions, a substantial inflow of foreign capid (much of it public, but also 
some private) and growth of the tourist industry. The sholt-term effect of these 
developments is a crisis in the stock of foreign reserves: at the end of 1990, the Central 
Bank held foreign exchange equal to eight weeks worth of impom (dose to zero lftcr 
dedicated lines of credit arc factored in), compand to 33 wecks at the end of 1989. 

What is clear is that after a long period of relative economic isolation, the economy is 
subject to new and more diverse influences than it has been. It is likely that these 
changes -- if they remain in place - will give rise to new fonns of aconomic activity ir 
rural areas, and will create new income generating opportunities both for resource 
exploitation a d  for positive resource management initiatives, but the short-term aansition 
will continue to be painful. 

3. MACROECONOMIC TRENDS 

3.1 Total and Per Capita GDP 

Budgetary restrictions and structural adjustment since 1980 have sharply limited the 
growth of demand in the national economy. Public and private consumption declined 
from 93.3 percent of GDP in 1980 to 91.1 percent in 1990. During the same period, the 

- -rate of investment fell drastically, from 22.8 percent in 1980 to a low of 13.8 percent in 
1986, rebounding slightly to 16.3 percent by 1989. 

The terms of tnde for Malagasy exports declined by more than 26 percent over the last - 
product has shown very limited growth, despite a rapidly growing population. 

84-88, real GDP growth was negative. Over the period firin 1980.84, per capita 
GDP declined by a cumulative total of over 20 petcent. Since 1988, it has been positive, 
but only very slightly so in per capita terms, as shown in Table 3.1. 
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Table 3 , l  
QDP growth in constant market p r l w  

Annual percantage chanqc 
Sector pcrctnt changa ar factor cost 

1986 1987 1988 1989 1990 
Sectors: 

Agriculture 2,4 2,2  1,4 5.5 2,4 
Indusy 2.3 2,8 -0.5 3,O 5,2  
Scrviccs 0,8 0.8 1.1 3.4 4,7 

Total GDP 1'4 1.7 1,6 4.0 3.8 

In light of tecent economic trends, the World Bank Policy Fmawork Paper (PFP) for 
1990- 1992 addresses issues of dircct rclwancc to the KEPEM strategy: 

"Madagascar faces serious social problems linked to poverty, which stem 
essentially from the penistent decline in per a p i u  income over o number 
of years. However, specific groups have been advencly dfcctcd by the 
necessary adjustment masuns. The Government program for 1990-92 
provides for a variety of social policies designed to alleviate the most 
serious social problems, improve access of the poorest groups to tho 
employment market, and preserve the integrity of property and individuals 
. . . At the same time, it will seek the maximum participation possible by 
local entities, particularly at the local government level, and by non- 
governmental organizations. In addition, financing of the above-mentioned 
activities is considered an integral put of the public expenditure program 
adopted as part of the general review of public-expendituns and, more 
specifically as part of the reformulation of expenditure and resource 
allocation priorities". 

The intensification of powrty is evidenced by the deterioration of most major indicators 
of sctci~xconomic development over the b t  decade. Per -it? nutritional levels have 

- - -  - - declined, and inhnt mordlity haa incrrved 30 percent in eight y e a s .  Educational and 
h7#lth i n h s t m n m  hy-deteri~mted.-~Avlilable medicines cover only 5 percent of - 

-- - -  -- 

estimated noedr. The Ministry for Primary and Secondary education can no longer ma t  . minimum s h y  lrbquinmenu for teachers. Housing, water supply and sanitation systems 
have suffend similarly. 

is downward economic spixal has aggravated negative cconomic conscquencu for the 
environment. It is the poorest farmus who are obliged to cultivate the most m a w  
erosion-prone land. Rural poverty also increases the need to practice sliuh and burn 
agriculture, shifting cultivation and unwn trolled forest exploitation. 



3 2  R u d  Froduction Systems 

There is a m n g ,  two-way linlqc betwen the performance of agricultural and pastoral 
production systems and the degradation or stewardship of natural resources. 

'The EAP c l t u  the following diitribution of national territory: 

cultivat#l agricultural surface 5% 
p;uture 59 96 
rivers and lakes 2% 
forests 17% 
cultivable but unused land 9% 
noncultivable land 8% 

Cultivated agricultural land still constitutes only about one-third o; potentially cuftivable 
land. Putun accounts for the majority of land area, and has grown the most rapidly 
relative to other land uses. Forests, which once covered the majority of surface area, had 
been reduced to 21 percent in 1970 and only 17 percent today. The cunent rate of 
deforestation is betwen 150,000 and 300,000 hectares per year, with sizlble negative 
impacts on agricultural productivity. 

The national agricultural census indicates a livestock mpulation of approximately 10 
million, 80 percent of which ue cattle. Cattle hcrding is practiced throughouz 
Madagascar, but is most concentrated in the western coastal region and in the extreme 
south, which contain thne-fifths of the cattle pupuhtion. Herding in both of these 
regions is extensive. 

Agricultural performance from 1980-89 is shown in Table 3.2. 

Most notable from this tab'c, and most signidrmt far long krm natural naurces 
management, is the prolon~ed stagnation of the principal subsistence crop -- rice. Rice 
pruduction per capita has dc:liwd by an average of nearly 1.5 percent per year. 



Table 3 , 2  
A v q e  Annual Growth Rates by Crop (1980089) 

G rains 
Paddy 
Maizcc 

Root Crops 
Potatm 
woc 
Swect Potatoes 

Commercial Crops 
Sugar Cane 
Peanuu 
Cotton 
Coffee 
V W  
Cloves 

3.3 Relative factor scarcities 

Historically, systems of extensive nsource maqpment in agriculture and herding have 
- 

been consistent with the relative resource endowments in rural artas: large land area 
relative to population; availability of fertile soils for crops and livestock; relative 
abundance of forests. As population has incnased md the m u r a  base has declined, the - 
dative scarcity of land, labor and cslpitll has changed dramatically. - = 

- 

Conscqucncts of changing factor &ties ue already ~ e e n  in many artas: growing 
migration trends (from the plateau to bwlands, from the south to north); intensification of -. 

lowland rice cultivation in densely popularrd m e s ,  furthered by the increvsd availability 
of agricultural inputs (ar a nsult of more liberal economic rules); a reevaluation of the 
financial ;rtaPctivencss of extensive herding, resulting in herding populations turning to - 

sedentary apicultun and, in peri-urhan areas, to wood plantations; the potential for - 

emergma of nrnl labor marhns as successful diversification and intensification by more 
prosperous and/or successfui farmen giva rise to a-demand-for paid farm labor. - 

- 

- In economic k m s ,  these changer reflect adapt? tions to changing factor scarcities and to a 
changing economic environment. All 3vaiIa61c evidence poi& the direction of 
a m m ~ g  C M  je In nlahve tactor scarclhes in the y e n  to come. Resource 

emcnt strategies wkich capitalize on these underlying trends appear to hold 
promlse. - 

- 
- X - l l  - 

- - 



3,4 R u d  prqrcrry relations 

Chan3ts in relative factor mcities arc also leading to fundamental changes in rural 
property relations, most notably as a result of growing competition for access to 
resources. Violent conflicts over land access rights have bcen reported in the Malagasy 
press.   and tenure has taken dn inc&g importance throughout the country, Land 
tenure is a complex issue with several dimensions, including issues of social justice, the 
emergence of "mdcm" agriculture and quesuons of direct relevance to environmental 
protection. 

Resource conflicts reported in the editorial pages arc thought to represent the 'tip of the 
iceberg". In the southcast coastal region, inter-tribal conflicts have bcen mpmtsrl 
between Zafisoro and Antaifasy; in the south, between two clans of th:, Anarodroy tribe, 
based Largely on sucssa created by the growth of modem @culcun. The Anmndroy 
are herden by tradition, but herding has lost some of its comparative economic advantage 
in the region in recent years (reductions in herd size, insufficient posture, growing theft 
of animals, etc.). At the same time, the value of agricultural land in the region is 
growing. In this context of change and competition, press rcporu indicate that one of the 
clans has contestcd ownership rights being exercised by the other clan over some 200 ha. 
of fertile land. As a further indicator of the complex underlying relations, the clan which 
curnntly holds the land received ownership at independence after the departure of 
colonial settlers, The rival clan claims it owned the same land before colonial settlement. 
The bitter struggle which has resulted has claimed seveml lives. 

The two examples given above an not isolated cases. One of the points they underscore 
is that many of the issues related to local resource management - such as land tenure, 
agricultr~ral intensification, land use for pasture vs. fanning -- will be forced to the 
forefront by fundamental changes in structure of'rual economic production and 
competition. 

4. MARKET AND POLICY FAILURES 

It is a straightforward exercise to perform a benefitcost analysis which shows that, other 
things being equal, reducing the rate of environmental destruction can be in Madagascar's 
economic interest (see Section 5, below). It is quite another matter to attribute the 
benefits from sustainable nsoura management to a given project or program. 

An honest appraisal must conclude that KEPEM, even if successful, could not claim the 
credit for fin;rt sucas .  Nor is it n a x a a y  to argue this in order to justify the value of 
the p r o m .  KEPEM must be ngardbd in the context of the Environmental Action Plan, 
MD's own S A W  project, and nearly $200 million of environmental expenditures 
planned to protect Madagascar's environment. To the extent that it helps the Government c: 
of w a s c a r  build a policy and institutional framework which is better adapted to 
sustainable I d  resource m&gement and which is bettct quipped to mak-efficient use . .  . . . - . . .  - - .- .. - 
u 1 4 r - r n  

- - 
rural development), KEPW will have made a critical conmbution to the overall effort. 
It is, however, the overall effort, and not just KEPEM, which can result in success. 
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The Madaga~clu economy can be characterized by a myriad of failures and succures in 
both the behavior of the market and the design of policy, Since the goal of KEPEM is to 
target policy reform to address failures, however, successes will not be the focus of this 

- analysis. 

4.1.1 Access to resources: common property or public good? 

The management of any nation's natunl resources may occur under variations of thm 
ideal regimes, Private goods, characterized by clearly demarcated boundaries and 
exclusive access, are the easiest to manage for profit maximization, conservation or other 
goals. Public goods, in conaast, permit open lcce~s to dl users and m y  or may not be 
divisible in nature, i.e., that use of the good by one consumer denim another consumer a 
dircctly proportional use of that good (e.g., wood is a divisible good; sunlight is not). 
Common property resources fall in the middle of the continuum, exhibiting shad 
ownership and management to effect equitable and sustainable Liistribution. 

Like most counuics, Madagascar historically has treated its natural resources as free 
public goods. Forests have provided a reliable and constant source of energy, building 
materials and cash income for loggers of the more sought-after species. Water is plentiful 
through most seasons in all but the arid southwest ind portions of the western province of 
Mahajanga. Land with few exceptions has been considered the property of the state since 
independence in 1960; a labyrinthine system of titling has discouraged private 
ownership.] Norwithstandmg a population growth rate hovering at 3 percent, density 
totaled a low 200 people per hectare in 1989.' 

Ln 1991, the management of Madagascar's resources is in a nansitionrd phase. Markeu 
for many resources, most norably fmwood, have not developed outside of major urban 
anas owing to a perceived lack of scarcity. Other products from the natural forests an 
managed under a variety of regimes, or not miuqed at all. Informal village v oodlou for 
poles and other building materials, requiring permit permission, exist adjacent to special 
(unharvested) forest reserves; areas planted with L- surround villages with a ~ ,  

abundant source of energy, exhibiting tlaiu of both a priva,.',f ; :Id and common property 
resource. The most prized specimens of 2Wyeu old rosewood trca @&sauW an 
traded at bargain basement prices for construction of common household moldings (and is 
reported to be exported clandestinely as well). PFojecu organize complex systems of 
nursery management on the threshold of abundant open access wood supplicq. Water user 
associations have evolved locally to manage irrigation projects while associated 
watersheds an systematically degraded through upland Qyy agriculture. Cattle grazing 
and brush fires sweep through lands dedicated to pilot reforestaaon. 

' Subterranean resources--marble is the principal resource that cur be mined - 

-F ---are extractcc! on a concessionary basl:,. 



When mar- exist, prices do not reflect the m e  income generation value of natural 
resources, let alone the incalculable values associated with biodiversity, Neither 
competition nor cooperation charac~rizes the systems in place. The existing legal, 
economic and political smccure in Madagascar has convibutd to a mosaic of 
nranagemcnt regimes, none of which employ market mecharhns which accurately reflect 
the valuc of the extensive national resource base. 

4.1.2 Security of Tenure 

Individual property with title to real estate has not yet developad in Uadagasar. Legally, 
the partition of lands is approximately as follows: 

Community property: 2 million ha - 

Individually-titled land: 3 million ha 
Stateswncd property: 53.7 million ha 

m .- 
- 

The majority of cultivated and exploited terrain therefore falls under the nrbric of - - 

customary usage rights but the patterns of ownership vary according to region. - 

A large portion of the familial property and individually-titled property is concentrated in - 
- 

the high plateau region. Customary law nevertheless characterizes the use of the greatest - 

land area. 

In the western and southern provinces, the "tancty" dominate, rough savannahs which 
serve as natural pasture. These areas legally are stateswned lands to which access is 
regulated by customary practice. In certain sub-regions, including the home of the 
Mahafaly (southwest), access to land for cattle-raising and agriculture is conmlled by 
individual households. 

The eastern region of the counny is the ana most affcc'cd by tayy, which consumes 
approximately 200,000 ha per year. Customary rights predominate, established through 
clearing of forest arid cultivation. 

- 

The appropriation of cultivable sail is not egalitarian; the practice of tenant-farming is 
scattered throughout the island. it rcpnsenu one result of precolonial structures, and has 
not developed in response to difficulties of access to land. The practice of western-style 
farming i.\ much less developed in Madagascar, - 

In this context, several different types of land insecurity may be distinguished: 

cof The customary appropriation of land which 1. 
the user has already settled and cultivatal is guaranteed; it is protected by "user- 
right." The onlv problem exists in new appropriations; the process of acquiring - o v - m  is 

that the process will be concluded successfully. Key to the - 

- - 
f titling is the definition of "mise en valeur." The ministry responsible 

- 
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for land tenure interprets existing law governing the valuation of land to mean that 
herdm and agro-pastoralists may not may not gain title pasture lands, but must 
instead rent the land from h e  state. In fact, formal rental contracts are few since 
institutional coverage is inadequate. 

2. Abscntccowncrshio. Land belonging to absentee landlords arc often 
cultivated by village-dwellers. This practice is manifest parricularly in the 
cultivation of lands abandoned by former colonial owners following the 
political events of 1972, when Tsiranana resigned and his successor, 
GCntral Gabricl Ramanantsoa, turned toward the castern bloc and China 
for political inspiration. Those villagers who do cultivate the remnants of 
former owners are often threatened with expulsion. Specific exunpla of 
this type of land insecurity were observed by the SAVEM team in 
An~iranana and the KEPEM tmm in Marovoay. 

3. Tcnant-farminn. Lases arc in effect implicitly or explicitly for one year, 
and may be renewed. The tenant-fanner has no explicit interest in 
introducing technological improvements, or investing in the land; this 
represents a keystone in the barrier blocking growth of production. 
Moreover the tenant is often obliged to share the proceects of pduction 
according to a two thirds-one third, or 50-50 formula, with the landowner, 
a clear disincentive to increased productivity, 

The appropriation of renewable natural resources such as pasture and forests may be 
subject to ckmge, according to interviews conducted by the KEPEM team. The Dinction 
of Livestock, has indicated that a long-term rental arrangement might be possible on a 50- 
year basis, with leasing applicable not only to individuals but on the basis of lineage, a 
possibility with obvious ramifications for the creation of special districts for management 
of natural resources. With respect to forests, the Swiss project PARV (Rojet Appui au 
Reboi~ment Villagwis) used the Decree 85-072, a 1985 Government declaration 
establishing ZODAFARB reforestation zones through which land grants arc made 
following the planting of trees, to explore new methods of land acquisition. PARV, 
however, found that Decree 85-072 could not be implemented due its incompatibility with 
the larger legal framework. As a result, not a single land title has been c l d  and 
awarded to date. Titles to 15,000 plots remain pending. 

The various forms of land insecurity translate directly into a disincentive for productive 
investment, shortening the time horizons for all front-line managers of natural resources 
and contributing to the failure of markets to promote capital investment and the protection 
of future potential income. 

4.1.3 Externalities 

That the social costs of cumnt use of natural rrsouxus clearly outweigh private costs in - 

inven5es and without the benefit of markets to measure the full extent of social costs ( - 

the form of the market "cost" of degradation, waste and overharves~g), externalities L - 

cannot be valued precisely. 



Nevertheless, extcrnalitics can be quantified in physical tcrms according to the m u r c c  in 
question. In the forest sector, annual deforestation throughout the 1980s (permanent 
clearing of closed canopy forests--logging and extra-market fuelwood collection is not 
included) by conservative estimates totals 150,000 hectares per year, or 1.5 percent of the 
natural forest cover. At least three distinct externalities are evident in a lojs this great.' 
The loss in terms of biodiversity will never be known in fomu  characterized by a va t  
and uncatcgorized array of endemic flora and fauna, but a safe assumption is that the 
economic loss in terms of potential future income is gnat, Second, the loss of Fongone 
present income represented by the underpricing of those wood products actually sold is 
considerable and represents a real social cost. The clearest example is in the reliance in 
urban anas on charcoal for household energy: a sack of chatcoal weighing 35 kilos will 
last a family of six in Antananarivo approximately thra weeks. The sack rsquim a 
wood harvest of 0.43 m3, or about 14 percent of the annual sustainable yield of a single 
hectare6, and wastes at least 80 percent of the energy potential in the canvasion proccsr. 

Finally, the 1 ,  itself, responsible for an average of 135,000 ha or 90 pcmt of 
dcforesration annually (Table 4. l) ,  bears associated social costs of atmospheric pollution, 
loss of watershed capacity and soil erosion. 

' Although the pate of deforestation in Madagascar compares favorably with that of 
other countries (Costa Rica's deforestation over the same period was 6.9 percent), the fact 
of a far lar~et base transtatc~ta  a si nifirant I n ~ c  nf p t c n t i a I  incnmr ra 

amenity annually. 

UNDPiWorld Bank Energy Assessment Program, Moclogascac Issues und 0pn'on.f 
in the Encrgy Sector (Report No. 5700-MAG, January, 1987), 11. 



Table 4,l 
Estimates of Annual Loss of Natural Forest 

to Tavy Agriculture 
(ha) 

1975 129,420 
1976 126,980 
1977 135,680 
1978 139,590 
1979 144,s 15 
1980 140,715 
198 1 143,695 
1982 145,320 
1983 144,365 
1984 141,015 
1985 144,655 
1986 93,755 
1987 127,302 
1988 125,853 

Source: Ramarnonjisoa, 1990. 

Externalities exist in other resource regimes as well. Anecdotal reports of overfishing 
through trawl net tech~:ologies employed by foreigr, cwpanies (operating within the 200- 
mile economic zone created by Madagaxar's signink 3f the Convention on the Law of the 
Sea, without the permissiun of Malagasy authorities) has decreased breeding grounds and 
productivity in seved offshore locations. In the case of Lac Alaotra, the largest 
freshwater lake in the country, stocks have decreased by an estimated 60 percent over the 
past five yean, according to local authorities. The yield h m  Lac Itasy has decreased 80 
percent since 1965, due to increasing numbers of fishermen, improved tackle and 
degradation. 

In terms of unfonsted land, the leading source of social costs emanates from brush fins, 
set to diminish the breeding grounds for insects and regenerate the first green bite of a 
highly nutritive grass for cattle grazing. Government estimates, acknowledged to be low 
given the difficulty in data collection, range in any given y w  from 0.23 percent of total 
land area to 5.79 percent (Table 4.2). The region of the high plateau in Antananarivo 
loses the most area to brush firts mually: in 1983, a peak year, approximately 19.43 
percent of the h d  mass was burned. 



Table 4,2 
Estimates of Annual Brush Fires 

Source: tVIPAEF, 199 1, 

This externality takes several forms. The immediate result of the f i  is increased erosivity 
and the washing away in the rainy season that follows of loosened, concencrarcd topsoil. The 
soil erosion can have an immediate effcct of increased fertility of downstrean rice fields and 
other agricultural lands. This effect is temporary, however, and the annual or semiannual 
burning of lands not anly degrades soil productivity in directly affect& areas but also 
contributes to the silting of rivers and harbors, destroys forest resources and reportedly 
carries visible airbon?., pollutants for up to seventy miles in the haviest months of burning 
(September a November). 

4.1.4 Extent of competition 

Structural adjustment policy has permitted considerable liberalization of economic activity 
and has recstablishcd the functioning of certain market mechanisms. The success of this 
policy, which seeks to promote greater economic efficiency relics, however, on a system of 
incentives within the market economy. 

The principle of market efficiency is based on price liberalization, but also assumes market 
transparency and competitive behavior of economic actors. The problem of transparency is 
covered below. The noncompetitive nature of certain markets in Madagascar can be viewed 
as a brake on the development of production systems and an obstacle to economic efficiency. 
The agriculture, transport and industrial sectors provide pertinent examples. 

In agriculture, the chief problem seems to lie within the profit mugins of commercial crops; 
the margins ye large enough to resemble monopoly rents. Margins so high discourage 
development of efficient agriculture production and result from a limited access to rural 
credit for small and medium-sized farmers.' 

- _. 
- - ' ONUDI, Rapport lntrcrducrif sur la W i o n  Smt4giqrcc drr P~CCISJLS d ;ti'wtemenr 
- Industriel (Vienna: Atelier sur le Processus d'Ajustement Indusmel en Afrique, Dccember 
- 1989). 



The tranvport sector is of vital importance to Madagascar. Thc lack of competition drives 
transport prim higher, inhibiting merchants and their goods fiom buying transpon mvices, 
The nature of this phenomenon docs not ntccssarily suppon regulation of prices. Rather, 
it suggests that policy should bc g a d  to rducr :  monopoly powen where there is room for 
multiple services. In the casc of transport, the answer lies in implementing a policy of credit 
for small cnueprcneurs. For mamplc, the purcha  of a wagon to dispatch merchandise 
along a principal highway represents an investment through which small entrepreneurs can 
increase sales. The relatively high level of transport prices in Madagascar is not due as 
much to the quality of infrastructure as to the noncompetitive nature of the industry, and the 
lack of entrepreneurs is  not linked to a problem of price or of profitability. 

In the industrial sector, structural adjustment is g a u d  toward privatizltion, resvucturing or 
removal of a large number of imponant enterprises (mom than one hundred), But 
privatization docs not signify, w, creation of competition. In effax, given the 
narrowing of markets, some medium-sitad enterprises can benefit, m, from a 
monopoly position. 

A reant report of U N L I ? ~  stresses that in a country like Madagascar, the industrial markets 
are imperfect, often disaggrcgated into micro-markets. The weakness of commercial 
networks renders them unsuitable to the demands of full-scale industrial production. In this 
context, liberzlization Kcms to have favored the commercial scctor. The prominence of the 
commercial sector, and the limited capacity for industrial competition, arc underscored by 
the potential for higher profits resulting from the purchase of imports. 

4.1.5 Tmtsaction costs 

The markct failures due to msaction costs emanate from not only the lack of competition, 
lack of credit and th: inability of small and medium-sized entrepreneurs to enter the market, 
outlined in the previous section, but also poor infrastructure, exacerbated by seasonal 
climates, and a rule system which promotes inefficiency, 

The largest losses due to infrastructure occur in the agricultural sector, by virtue of its 
relative importance in the cconomy. Attempts to privatize and export non-traditional 
agricommodities (including corn, wheat and lychecs) have k n  impeded by poor roads, lack 
of a sufficient terminal network for storage and refrigeration, and resulting losses in quality - 

control. 

Seasonal variables increase transaction costs for all types of commerce, The charcoal market 
is as directly affected as any industry; throughout the rainy season, from December through 
May, charcoal prices annually increase by 50 to 70 percent reflecting the difficulty of drying 
in the carbonization conversion, and the impassibility of roads to urban distribution markets. 



Rules govamhg ~rItmpris8, with tha C X C ~ N . ~ O ~  of the fnvament Coda creating *fm* zona 
in which qualified industries may operate, have not acknowledged that transaction coru my 
be incrcsscd or dacrc?uad through fiscal policy to favor ~ugetcd sbctoral growth. The cutting 
permits required by DEF for loggen and ~~arcoa l  producers produce minimal maqinal costs 
to production and an not industry-spdflc. For examplo, Bertrand notcs that the marginal 
cost of cutting pcnniu per unit of production for c h a r d  p d u c e n  supplying . ~ r :  
Anmanafivo rn very variatrla, Thc existing tax system clearly cmphvizcs ravcnuc 
generation across thc economy over sclcctive promotion of natural resource production 
industries. The m uniPua w (T.U.T,) applies a 15 percent surcharge on 
every monetized exchange. A system of lcvies an additional 3 percent of all 
products on the producers, The market failure stems from the resulting inefficienciu in 
production of natural resources which genemu: waste, depletion of the resource, and 
underpricing of the resource. Supply systems respond to non-market influences or to short. 
term demand which do not reflect medium- and long-term interests, 

Fisheries is the one ucna within which there is evidence of a trend toward q u l a t h  through - 

planned increases in transaction cosu. A national law rcquircs a fishing license of 4,000 - 
FMg for every 100 meters of net employed, (representing, as in the we of cutring pcnnits - 

in the forest sector, a near-zero marginal cost of production). While some inland w a r n  arc 
fished indiscriminately and competitively by independent concerns, other local fokontanv arc - - 
taking matters of management upon themselves. Some fokontanv in the Marovoay - 
fivondronana, Mahajanga province, charge between 25,000 and 200,000 FMg for fishing 
rights, which may then be parceled among the members of a cooperative. 

4.1,6 Prices: unpriced and underpriced resources 

Market failures are manifest most directly in market prices. Disaggregating the chain of 
production of various natural resources reveals the distoned pricing of factor inputs. 
In the case of firewood, the vast majority of the resource is collected free of charge by 
individuals in mral anu. Where markets exist, retailers charge a price which reflects 
transponation costs and other transaction costs of bringing the product to market, but with 
the exception of wood produced on plantations, largely concentrated in the Antananarivo 
area, prices do not reflect the costs of replanting, the investment cost of maintaining land 
security, and the opponunity cost of capital (Table 4.3). 

Table 4.3 
Prices and Factor Costs, FMgtkg 

Firewood Retailers in Antananarivo, 1989 

Manjakandriana Ambatomiraharay - 

Purchase of wood 3.7 4,O FMg - 
Sizing 1.3 3.7 -- 
Tnnspon 13.3 16.6 - 
Wholesale price 34.6 26.6 - 

Profit margin 16.3(1) 2.3 - 
- 

7- - - 
(1) Shared betwan logger (3) and transporter (13.3) - 

Source: Bertrand, 11, 49, 



In conmt  to the pricin~ of finwood, the prices of c h a r d  in urban markcu nflcct the 
growing d r y  of tho underlying resource. Pr im in Antananarivo h v e  r i m  in the p e ~ t  
three ycan well beyond the inflation CAE, In April 199 1, a ~ a c  of charcoal weighing 10- 12 
kilos cosu 4,000 to 4,500 FMg, An urban fan:ily of six consumes fiva w s  per monm, 
spending 20-23,000 FMg per month, An aruclc in the daily Mid  rcportcd on April 17, 
1991 that the price had riscn to a lcvel commensurate with boded gas, previously considerad 
a luxury only affordable by the upper-income households of Antananarivo, According to the 
Bureau des Donnbcs dc I'Etat (BDE), 45 percent of houoeholds u s  c h a r d  as the pnmary 
energy f ~ r  cooking in the city of Antananarivo, and annual consumption has riscn 2 1 million 
kilos, Notwithstanding the fact that the most recent pnce increase fell at the end of the rainy 
sfason, it is clear that the consumer price of chrvcoal reflects a growmu gap bcrween suwiy 
and demand. 

The charcoal supply shortage is not only an urban phenomenon, Although the proportian of 
households using charcoal in rural areas is much smaller (0 to 5 percent of hauseholds) than 
in urban areas, charcoal is preferred by those who can afford it for its high, cvcn h a t  and 
clean burning. An i n f o d  price survey in the province of Antsiranana nvdcd  that 
"officialn prices have incrmsed approximately 100 percent in 3 years and 400 percent in thc 
past 13 years, The average black market price is approximakly double the official price, 
judging from isolated examples. Potential profits ha;e generated a clandestine market; illegal 
exports of 500 m3 of charcoal from Antsiranana in 1989 (and an unknown quantity in 1990) 
led to police acuon in thc month of April. 

- The factor costs in charcoal production reflect the same market failures as firewood. - 

Transport costs to the markt in Antananarivo typically account for 33 tc 45 percent of factor 
- 

- costs, while the local de c m  (distinct from the universal transactions tax 
or "TUTn and the orelhvemenrs, on all production) and cutting permits average 1 percent and F 
0 .3  percent, respccuvely . lo I- 

- - Prices of sawnwood range from a high of 761 FMg/m3I1 for the large planks of rosewood - - (4m X 17cm X 2.&m) to 30 FMglm3 for pine (2m X 25m X 20m),li a clear - 
indication that relative prices reflect quality and scarcity, but that in absolute terms, market 
prices do not reflect the capital and replacement value of these species; a mature rosewood 

1 tree averages 200 years old. The lack of reliable inventories prevents any quantified analysis 
of the remaining supply but it is clear that relative underpricing has decimated the stands of - 

- rosewood in the north; this species rcponcdly is found now only in some protected reserves 
and in the most remote atear of Toamasina province. 

Sammy Rainitovo, "Le Chubon n'Est Pas Moins Cher" Midi 17 April 1991, 4. 
r 
- 

- 

'O Bertrand, n, 33-45. - -- 
- 

" At an exchange rate of 1840 of palissandre would 
command a retail price of 41 cents. 

- 
l2 Bertrand, 11, 62. & 



Comprchmdvo pricc data on tjshcrics in Madagascar dwr not cxtst. Rcpom of fnrltntlon 
abound, h o w ~ c t ,  ar fishing concerns are caught between high cquigmcnt prices (in lomc 
cases rquiring four ycars to financc md lasting a single seasan), law market prices for their 
produce and a porsistenr lack of crodit and infnsuucturo through which to mubt their 
product beyond local fishing arm, 

n c  price rcgimc governing rha cattlc industry hu reflected sc;u'~ity and thc costs of 
praducuon ca a greater cxtcnt than in thc forest sector. The primvy cost of producuon is 
the purchasc of Ilvcsmk, ranging from 70,000 to 120,000 FMg p r  head for calves and 
200,000 to 450,000 FMg per head for full-grown steer, Feed and veterinary cosu arc 
mmimal, rangtng from 11,400 FMg to 20,400 FMg/year/h&, while the cost of rangelands 
amounts to 10,400 to 19,400 FMg/hcadlyear, Land is free or rcndcd  ErCE by a low 
marginal cost. Market pr im for thc m a t  value range from 200,000 to 250,000 FMg/hcad 
in the low scaron, August to January (when rice is more plentiful) and 350,000 to 450,CXX) 
FMg1hc.d during the rice hvvcst months March through July. Av-c profiu mnge from 
179,600 FMg to 438,600 FMgIhcad, M n g  for a high profit margin for tho* who un 
afford to invcst in the industry, The relative price of beef has been constant over the past 
18 years, reportedly having risen in step with the price of primiq goods since the early 
1970s (and in step with the CPI, which rose approximately 1100 percent July 1972 to lunc 
1990), increasing between 10CK) and 1500 percent in response to sustained domestic demand. 
A small and sputtering cxpon market has grown in the last dcudc through the establishment 
of a few abattoirs outfitted with refrigeration and packing divisions. 

But price stability and sustained demand have not mslated into increased production, 
Certain cultural norms may be partly responsible, including the role which cattle stock plays 
as a s o w  of wealth, as a symbol of status and as a unit of value through which savings arc 
accumu1aud; this speculation is reinforced by reports of increased theft of uttle in the most 
inunive production regions, 

' L  

These two factors, price stability and lack of a growth in production, have both contributed 
to and, at least in part, resulted from, a lack of invesrrncnt in land productivity and 
technological innovation. Brush fires which gradual!y degrade pasture lands an set year 

- after year for the sake of the first spun of growth, and serve to increase the pressure on 
forests for cultivable pasture. 

- 

The result of this myriad of market failures--land insecurity, negative externalities, lack of 
competition, distorted transaction costs and underpricing-is that resource degradation and 
lack of investment in intensification of production, tehnological innovation or human 
productivity, and all represent economically rational activities. Given the market incentives 
in place, natural nsource managers continue to behave as rational economic actors. 

- - 



4,2 Policy Fdlure~ 

4.2,1 Taxes and subsidie~ on cxlernalitlss 

A fiscal system dasigncd to promote sustainable managamcnt sl nar~~ral  raJourcM would tu 
rlcgativo axtcmaliucs and subsidiz~ posluvc cxlornaliucs at levoh which would promo& 
producuon which tqu~libratei  cuncnt net income w~lh  future ptenud  nct inuma, rJiwrs lfMf 
according [a thc opportunity cost of capital, 
n c  tax system govcmmg production of natunl resources ravds  a broad mgz ul .mall 
levies, diffcnng according to the resource in qucsuon, All prbducu u a  ~liubjer;t ra a j 
percent tax m) on producer pnces, callcctcd at the lcvcl of the Id groups 

and distnbulut in equal 25 prccnt oharcs among the fadt;mu, 
the Auondronafla, and m. In addition, at the point of sale, all lsroducu uc 
subject to the T,U.T. (fa& unioue Illi VarrlcactionJ) of 15 pmt, of which 2 percent is 
distributed between the firondronana and the f-, with tho balance going ta the central 
ucasury, 

Meat producu are subject to additional fees levied on a per caras batis u the abattov and 
payable to the m, and U, .: (800 to l ,000 FMg for beef, veal, pork 
and horsemeat and 300 FMg for lamb and goat, for each governmental entity) Icvld on 
public faciliues, with exactly half as much per carcass payable to the and 
fivondronana levied on pnvatc faciliucs. Exponcd bcef is subject to an addiiional 220 FMg 
per head bdorc leaving the decentralized collectivity of production, and payable to the 
fokontanv. 

Traditional agri~ultu~:! products (cloves, vanilla, coffee and pepper) an subject to an 
additional tax of 12.5 to 25 FMg per kilo ( I  15 FMg per kilo for y r ~ q a d  vanilla), collected 
by the . , 

a and distributed among the fm (40 percent), 
fivondronana(20 percent), hj&ana (20 percent) and fakDrrtany (20 percent). Water use is . < also subject to taxation at the discretion of the collecuvltfs and the procecds 
are channeled to the fivondronv. 

Aside from the T.U.T. and the -, forest products are not subject to additional 
tax. Commercial fonst producers must purchase cutting permits through DEF; large 
producers (more than 100 trees) must pay stumpage fees according to a schedule which in 
no way reflects the relative values of the species cut (Table 4.4). Small-scale commercial 
producers must pay a nominal fee for a permit or an issued a pennit ri'ee of chargeiJ. 
Individual Malagasy may take from the public forest the producu they need for household 
use on the basis of a universal user right (&& m); although this free public right is 
m~tigated in many areas by public woodlots with entrance permits required, the universal 
right applies to all public forests which are not otherwise designated, 

IJ Nagle, 27. 



Table 4.4 
Average stumpage fees (FMgIm3) 
Charcoal 900 
Fuelwood 1800 

Sawlogs: 

Palissandre 
Varongy 
" h i s  Ordinairen 
Pine 
Eucalyptus 

Bois d'industrie 
Bois de feu de pin 
Bois de service 

Source: Bemand, 111, 47. 

The dismal collection rate of stumpage fees has been well documental. Although 
approximately $120 million wonh of forest products should be subject to stumpage fccs, 
DEF is estimated to have wllcctal 8 million FMg in 1990, worth $4,348 at the current 
exchange rate of 1840 (PAD Economic Annex). 

Collection systems in controlled plantations exhibit a better track record. Bemand ncounts  
- - - 

the succcss of the firaiana of Anlrazondandy, on the outskirts of Antananarivo, which boasts - - 
14,000 inhabitants. The firajsana established its own revenue sharing system of permits and - 

stumpage fees and generaw on the basis of 1000 FMg per cutting pennit and l5,W FMg 
per exploitation permit (large-scale) total revenue of 4.5 million FMglyar (worth S2,446), 

- - 

more than half of the DEF receipts collected nationally. 
- - 

The overall system of taxation of natural resources reveals an implicit subsidization of 
production. Whenas meat, agricultural and forest products an explicitly faxed in such a 
way as to increase the marginal costs of production, the rate of collection, especially with 
regard to fonst products," creates a taxless production regime. The acceso to land and 
water for production of all nanual rbmurces is either legally open and free, or functionally 
when logging concessions ue able to choose the lands to k exploited in the absence of a 
forestry management plan. Since the vast majority of land and all of the water is s t a b  
owned, h e  state is subsidizing production of resources implicitly through the costless 
provision of acca to raw materials. 

- -  - -  - - -  - -  - - -- - -- --- - - ---- -- - 

- 

'-0 data u amiable on collection rates of the prtlevements on meat and agricuhral 
products, but field visits revealed broad anecdotal evidence that collection at levels othe 
than the collecrivitCs dCccntralistes exhibits similar shortcomings. 

X-24 



- 

- 

- 
- 4,2.2 Credit systems 

The passage of the Banking Law in April 1988 initiated a rapid evolution of the banking 
sector in Madagascar, The law superseded the monopoly previously held by the State in this 
sector, and opened participation to private interests, both domestic and foreign. 

AS a consequence, a commerctal banking industry, entirely private, has begun to emerge. 
The Banque Malgache de 1'0ctan Indien (BMOI) was the first bank created after the Banking 
Law as a private enterprise, through affiliation with the Banque Nationale de Paris (BNP). 
The privatization of the Banque Nationale pour l'lndustrie (BNI) was effected in Jmury 
1991 through a majority participation in capital by Cndit Lyonnais. Finally, the Bankin' ny 
Fampandrosoana ny Varoua (BFV) has accepted a minority position by an Italian bank. The 
BTM is also developing cooperative management with foreign hanks. This evolution has led 
to a greater competition among banks through which the financial strength of the banking 
industry has been improved. 

On other fronts, development of the Malagasy financial system is being reinforced by: 

the creation of an inter-bank money market, without the intermediation of the 
Central Bank; 

the birth of two capital risk groups: the Financitrc d'Invcstisscment de la 
Compagnie d'Assurances Ny Aro (FIARO), supported by the International 
Finance Corporation (IFC) a d  CCCE, on the one hand, and the SociCtt 
d'Investissement et de Promotion des Entrcpriscs Malgaches (SIPEM), 
initiated by the private sector and benefitting from the support of UNDP on 
the other hand. 

These reforms have k e n  accompanied, however, by a continuing restriction on credit. The 
banks are subjected to multiple control measures, including: 

- a national credit ceiling, in addition to credit ceilings on each banking 
enterprise; 

- constraints on liquidity, through reserve obligations; 

- control over the rate of interest. - 
-4 



The major consequences an: outlined in Table 4.5 

Table 4.5 
Basic Financial Indicators, 1986- 19-90 

Annual 96 change 

Real GDP 

Agriculhlre 
Indusuy 
Services 

CPI 
Domestic credit 
M1 and M2 

Source: IMF, 1991. 

In the face of large growth in money and quasi-money during the latter half of the 1980s, 
and an inflation rate (as measured by the CPI measured against a traditional basket of goods) 
which peaked in 1988 at 26.3 percent, measures U e n  in 1989 and 1990 were designed to 
slow the price increases, restrict demand and support productive growth. Real GDP finally 
edged ahead of the growth rate of population in 1989, only to fall back to 3.8 percent 
(estimated) in 1990 due to damaging weather factors affecting growth in the agricultural 
sector. 

L 

In the midst of these developments, credit growth has remained constrained, well below the - 

rate of growth of nominal GDP. Domestic credit actually shrank in 1988, and grew in 1989 
- - 

and 1990 at a rate lower than real GDP and the agriculture sector, and only slightly ahead 
of real growth in the industrial and services sectors. The result for seekers of liquidity has 
k n  a very high real rate of interest, considered incompatible with the potential return on 
productive investment. The restriction of demand has not been accompanied by a growth in - 

productive investment, a situation exacerbated by continued controls on access to foreign 
exchange for imports. 

The credit squeeze has generated the opening of some international tines of credit, including 
the Facilitt de Refinancement P Long Terrne (FRLT) by the CCCE, and the APEX by the r 

World Bank, and lines of kunl credit created under the auspices of UNDP. 
- 

Notwithstanding these gestures by the international community, and despite the importance - 

of the agricoltuni sector, rural credit remains extremely weak. The establishment of the -- -- - - - ---'- - 
- - --- - - 

BTM in 1976, a bank intended to support mral farmers, has not met expectations. Rural 
credit represents less than 3 percent of BTM's total portfolio, and less than 0.5 percent of 
total ouutanding credit of dl banks. Those farm& who have accessed credit markets 
represent less than 1 3 p e r ~ o f ~ ~ - _ n f o r h p r n ~ I r r ~ n a ~ ~  



Several factors have contributed to the failure of the BTM: the lack of distinction between 
the c o m m d  credit and rural credit divisions; the inadequacy of resources; the limited 
range of banking services offered to rural customers; and the absence of fiscal and judicial 
support from the central government which exists in other developing and developed 
countries. 

4.2.3 Budgetary Resources 

The Government of Madagascar faces seven budgetary consaainu, made more serious by 
the discipline imposed under the structural adjusunent process. These constraints affect 
virtually all government operations relevant to environment, including infrastructure 
development, training and education, staff hiring, operations budgets, civil service salaries, 
provision of urban and rural services and capital expenditures. 

The growth in donor assistance, rather than easing this budgetary problem, has made it more 
acute. A basic requirement of most donor assistance is that Government provide 15 percent 
to 30 percent of project costs in counterpan contributions. According to one senior official 
in MPAEF, an increasing percentage of the public budget has been drawn away from 
providing basic services and towards supplying counterpart funds for donor projects. The 
consequences appear to be twofold: 

o budgetary chaos, as the 'fiscal gymnasticsn required to me t  competing and 
urgent project demands face increasingly long oddsiJ; 

o an impasse in absorptive capacity, as the inability to raise counterpart funds 
limits the ability to use externally-supplied resources which arc available for 
development. 

On average, only 50 percent of the project financing available for rural development 
programs is being used. The World Bank's Gestion et Protection des Fodu project spent 
only 3 percent of programmed funds over three years. Lack of counterpart funds does not 
totally explah the inability to access this funding, but it is an important contributor, 
particularly insofar as the inability to hire and aain staff contributes to other institutional 
obstacles as well. 

- '' this point merits a brief economic digression. Donor funding, while additive to 
the overall pool of resourcc:s available for development, also diverts vital resources (in 
particular, human resources and counterpart contributions) away from other uses. To the 
c ~ t - t i t a ~ p o o r ~ i a n n c d ; ; i ~ i i i c i e n r y p n ~ ~ ~ r d i n a ~ ~ r i ~ ~ n o r p r o j e c t i h $ - - - - - - - - - - .  
their way to implementation, they are not only useless for development, but the diversion - 
of resources from other priority areas creates a very high opportunity cost as well. ! 
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As shown in Table 4.6, operaeing expenditures (for the total Government budget) have 
continued to decline in real terms during the entin period from 1980 to 1990. capid 
expenditurn, which were, quite simply, "sacrificed' between 1980 and 1986 (mud n o w  
growth rate of minus 1.5 %), have shown healthy growth since 1987. Since 1987, nominal 
operating expenses have barely kept pace with price incnases, and reflect a decrease in 
provision of government services on a per capita basis. 

Table 4.6 
Annual Growth of Government Revenues and Expenditures 

(In Percentage -- Based on Current Prices) 

Revenues 
Expenses 

Operating Expenses 11.4 17.5 - 

Capital Expenses -1.5 33.7 - 
- - - 

Price Index 18.2 17.3 

Source: World Bank Reports 

The restriction of operating expenses has primarily affected salaries and commodities ("biens 
et services"). Civil Service salaries have lost 56 prcent of their purchasing power over the 
nine years. With salaries already at very low levels in 1980, this precipitous decline is 
thought to be a major conuibutor to a reduction in civil service productivity, loss of 
motivation, growth of absenteeism and the taking on of second jobs by one third of civil 
servants. The shrinkage of commodities budgets has resulted in a drastic reduction in 
minismes' ability to function in any real way other than providing employment and offices. 
The policy failure under these conditions amounts to a severe disruption of the functioning 
of public services. 

4.2.4 DEF Budget Resources 

DEF has not escaped these restrictions. A total of 9 1.86 percent of the DEF operating 
budget goes for paying salaries. In teal terms, expenses for "travaux et operations" have 
decreased ten-fold since 1980. Reforestation expenditures have been reduced, in real terms, 
twenty-fivefold over the same period. Capital expenses in 1990 arc 50 percent of the nal- 
levels of 1980, despite the rapid percentage growth of investment budgets since 1987". 

period 1986-1989 (shown in Table 5.3)-result shpiy from the: ;xacmciy low levels 
reached by the end of the 1980-86 period. 



Table 4.7 summarizes some of the key items in the DEF budget. It shov~s operating 
expenditures in the order of $1 d i o n  per year, financed almost entirely fmm the GOM 
budget. 

Table 4.7 
Analytical Summary of DEF Budget 

FMG (000s) US Dollars1' 

Total 1990 Expenses 4,4 10,752 S 2,397,148 
Operaeing Expenses 1,782,752 S 968,887 
Capital Expenses 2,603,000 S 1,414,674 
Other Expenses1' 25,000 S 13,587 

Percent Externally-Finand 27 46 27 96 
Percent Financed Internally 73 96 73 96 
Total Internal Financing 3,240,752 S 1,761,278 

The potential for externally-financcd expenditures is greater than shown in the budget because 
DEF is unable to spend all of the donor assistance available to it and because, as the EAP 
progresses, increasing donor inputs are becoming available. 

Potential budgetary n d s  of a full DEF deconcentration would require, at a minimum, a 
doubling of the current operating budget in order to place foresters currently stationed in the 
capital out in the field. To provide them with the salaries, materials and investment budget 
support necessary to carry out a credible performance (in the absence of taking on other work 
to supplement household income), the KEPEM team has estimated broadly an increased cost 
of $5 million annually. 

When these potential costs are coupled with similar requirements for other first-line resource - 

senice agencies (Direction des Pkhes, Direction d9Elevage, Minisay of Agriculture, and 
- - 

other relaud support agencies), the costs of a full, effective daconcenultion of government - 

sewices becomes too heavy for this government to bear at this time. 
- - - 
- 
- 

4.2.3 Donor wordination 

Lack of coordination among donor programs is not a policy failure which is unique to 
Madagascar. _The EAP -itself. represents-a majotand positive step in-the direction of - - -  - - 
developing a coherent multidonor approach. Significant problems persist, however. One - 
senior donor representative cited the fact that in the Ministry of Agriculture alone, then an 

- 

- 

- I' primarily "Action en Faveur de 1'Ahre 
- 
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140 qaram donor funded projects. He also referred to "300 separate strategies" being 
applied to nrrPl development in Madagasc;u19. The "projectitation" of the development 
process has been very fnquendy mentioned as contributing to a wmpmentalization and 
dispersion of development effort. The Governor of the Tananarive Province made's 
eloquent case for the fact that projectdriven approaches typically lack the flexibility to be 
truly responsive to local needsm. 

Tfie importance of effecive donor coordination is greatest with respect to non-project 
assistance which focusses on policy change. The very tendency of projects to be 
compartrnentalizuj also means that highly divergent strategies and development philosophies 
can coexist in separated local settings. But policy and institutional reform which aims 
towards changes in the generalized system of incentives cannot be effective if sepante donor 
initiatives promote changes which arc incompatible with each other. The essersce of policy 
reform is that the public sector must provide consistent, stable and transparent policy signals. 

Better field information is required in order to develop economically and financially workable 
resource management strategies in Madagascar. These needs fall into three broad categories: 

o Forest and resource inventories. Estimates as to remaining natural forest lands vary 
from 3-4 million to 12 million hectares (the official figure). More reliable estimates 
of how much forest remains, where it is, what species and stand volumes remain and 
what economic functions are served by specific forest areas (extraction of forest 
products, protection of watersheds, etc.) will be essential to allocating efficient 
resources and promoting locally appropriate resource management strategies. 
KEPEM cfforu arc designed to coordinate these research activities with TFAP 
(Tropical Forestry Action Plan) and the GPF (World Bank's Gestion et Protection des 
For&) 

Broader resource inventories of agricultural and herding land, of non-forest biomass 
resources and of population settlement and economic activity around forested areas 
arc also needed." 

o Field observation of local resource management pmtices. The process of 
encouraging and helping sustain local initiative is fundamentally dependent on 
feedback from local resource managers. It is a process of trial and error, both on the 
part of resource managers (local populations) and on the part of policy and decision- 

- - - !9_ the comments were not necessarily meant to imply that this is all bad. Simpl 
statistical terms, given the risk inherent in any rural development activity, the likeli 
of failure could be greatest if only one strategy were being tested and applied. 

C 



makers. In order for the policy and public support function to be responsive to I d  
needs, it must have on-going mechanisms to observe and learn from field experience, 
The highly varied ecological, ethnic and economic conditions within Madagascar 
underscore the need for zone-specific information on what does and docs not work. 

0 Policy research. KEPEM can usefully focus on a set of con policy and institutional 
reforms which can be begun now. However, the program goal 'to assist the GOMto 
identify, test and implement policy, insututional and management systems changes 
which support and facilitate local initiatives ...' is likely to enhance GOMcapacity to 
identify critical areas for further policy research. h i s c l y  this capacity whch 
KEPEM helps to build within ONE will give rise to the need for on-going links with 
research capabilities within Madagascar and elsewhere in the world. Helping DEF, 
OME and other GOMenvironmental institutions establish such links should be a 
program priority. 

5. ECONOMIC POLICY TO SUSTAW BIOUXICAL RESOURCES 

The KEPEM purpose is to help build self-sustaining resource management systems which 
will help conserve biodiversity in Madagascar. The concept of sustainability is therefore 
fundamental to program success. 

- - 
To be meaningful, sustainability must exist at least on three levels: 

- - 

o public budgetary resources - 

o economic (macro) benefits 
- 

o financial (micro) benefits 

5.1 Total Revenue Potential from Natural Resources 

5.1. I Stocks and flows of wood, fish, cows and BTUs 

The P A P  estimates that roughly S 120 million per y c a ~  of forest products should be subject 
to forestry fas .  In Madagascar, as in all countries, it is logistically and institutionally 
difficult to collect such fees on all forest products which should be subject to them. 
Nevenheless, it is difficult to argue that six thousand dollars per year (approximately one 
two-hundredth of a percent) represents the upper bound of what is possible. 

This report has not underrakcn an analysis of how much forestry revenue can reasonably be 
collected or how. Table 5.1 (reproduced here from PAIP Econ Annex Table 5.10) shows - - - 
what revenues a d d -  be for different levels of fa-and levels of Gerage  (i.e; how much of  
the eligible wood can effectively be taxed at a given fee level). 



Table 5.1 
potential Forestry Revenues 

Revenues m US Dollars 
If f a s  an 5 96 of value 

20 % coverage 1,200,000 
30 96 coverage 1,800,000 
40% coverage 2,400,000 

If f a s  arc 10% of value 
20% coverage ~ , ~ , ~  
30 % coverage 3,600,000 
40% caverage 4,800,000 

The estimates in Table 5.1 arc purely indicative of the potential levels of fiscal revenues 
which could be realized. What level is realistic? Another point of reference is provided by 
the CTFT repon (Benrand. 1989). Bascd on a much more complete analysis of forestry 
flows mund Antananarivo, and on detailed recommendations for forest products pricing and 
taxation strategies, that repon estimates recoverable fiscal revenues of 1.569 billion FMG 
($1.12 million) for the Antananarivo supply zone alone. It is therefore reasonable to 
conclude that nation-wide fiscal revenues from fonst products flows can realistically reach 
an annual level of $2.5 million. 

Detailed data describing the total production of livestock and fisheries was not available at 
this writing, but Table 5.2 reveals the relative production trends of the primary sector. 



GDP at current factor cost 
Primary sector 
(Billions of FMG) 

Table 5 , 2  

Agriculture 

Livestock, 
Fisheries & 
Hunting 

Forestry 

Source: World Bank 

The energy flows currently characterizing the Malagasy economy also bear analysis. While 
the consumption of primary and secondary wood products accounts for more than 95 percent 
of energy use, hydroelectricicy remains a strong source of hope for meeting the energy 
demands of an expanding economy. Table 5 .3  reveals that electricity demand has stagnated, 
while supply has increased; the lack of investment in required infrasauchirc clearly lies at 
the hean of the dilemma facing Malagasy authorities. 



Table 5.3 

Production and Consumption 'of Electricity, 1984-89 

(millions of kilowatt nours) 

1984 1985 1986 1987 1988 1989 

Production 365 

Hydroelectric 255 

Thermal 110 

Consumption 316 

Public lighting 5 

Household 94 

Other 2 17 

Source: Malagasy authorities, World Bank 

5,1.2 Options for Market hte~ention 

Given the implicit subsidization of natural resource production described above, the GOMis 
missing many opportunities to improve both the provision of services and conservation of the 
environment and biodiversity by not making use of the fiscal tools at its disposal. 

For example, shifting the subsidy from providing free access to forest nsources for the 
supply of energy needs to providing subsidies and incentives for the development of urban 
elecmcity grids (and a subsequent increase in the supply of hydroelectricity and thermal 
power) could well prove to be costcffcctive in both the short and long terms. Clearly the 
government dots not bear explicit costs for the provision of "droiu d'usage* now (although 

- - - - - -- - - . - the implicit costs uc clear), but the shon-term investment in alternative energy sources might - - 

be financed by a levy on chasroal consumption, or a tax on the supply of bottled gas. 
Clearly, more data is needed on the potential impact of such taxes on the income of the urban 
poor who rely on charcoal as a primary energy source, as well as on the elasticities of suppiy 
and demand of charcoal. or other -p.d.g~, and the d&vnl effects af taxatinn on 
supply and demand levels. 

- - 

- 
X-34 



5.1.3 Tourism 

The SAVEM project paper estimates potential revenues from "ecotourismn to contribute 
$473 million to GDP over five years. While the potential revenues to be realized through 
tourism are significant, they should not be ovcrcstimated. First, sound tourism development 
will require significant investment at a substantial initial cost to both government and the 
private sector, Second, what makes Madagascar attractive to international tourists is a 
unique combmauon of traditional but largely undevclopcd amenities (climate, coastline) 
combined with the opportunity to observe txmordinary natural flora and fauna. The revenue 
potential therefore relies on recognizing that the market for Madagascar's tourism is limited 
to high-income, highly motivated ecotourists and that tourism wiU only be sustainable as an 
economic resource for the country if the biodiversity which aftracts this market is conserved. 

The economic benefits from tourism can only be sustained over the long-term, therefon, by 
the investment of revenues in environmental protection. In 1989, 39,500 foreignen landed 
on Malagasy soil. The vast majority were European (63 percent), M f  of whom were 
F r e n ~ h . ~  Arrivals increased in 1989 by 18 percent over 1988 and by 41 percent over 
1988. Tourism is a high growth industry. 

The hotel capacity of the country is outlined in Table 5.4. 

Table 5.4 

Hotel capacity in Madagascar, 1989 
Hotels Beds 

Five stars 2 3G6 
Four stars 4 156 
Three stars 27 63 1 
Two stars 3 1 605 
One star 47 5 14 

Source: UNDP, I. 170 

The rate of occupation averages 70 percent annually. If a hotel bed tariff on non-resident 
foreigners wen levied in the form of a graduated fee, corresponding to the level of the hotel, 
Madagascar could generate significant revenue over the long tenn in order to finance the 
protection of the environment, the development of tourism infrastructure and the enforcement 



of development standards in the areas of higher tourist impact. If current occupation rates 
continue, and if no further facilities arc developsd, Madagascar could realize 2,27 billion 
FMg in  new revenue in the first year, or 61.23   nil lion.^ At an average incrmsc of 20 
percenl annually, revenues by year 5 would total 53,06 million. 

Park entxance fees represent another existing source of tourist revenue for support of 
environmental protection. In 1989, a graduated schedule of entrance and user fees was 
introduced for sptclal reserves, integrated natural reserves, natiod parks and forest stations. 
DEF curnntly collects all fees and ANGAP is the agency responsible for directing the 
revenue to park maintenance, At a 20 percent annual rate of increase in the tourism 
industry, and assuming that 70 percent of visiton visit one area once during their stay 
(paying the current fa of 20,000 FMg), by 1996 Madagascar could realize 1.3 billion FMg 
from 98,200 tourists, or approximately 5750,000. 

5.1.4 Sustainable Financing 

The key to sustainable financing in Madagascar is collection of reverw. The central 
government has remained well within the limits of deficit spending a g r d  to under sauctural 
adjustment, but has done so through a reccssionary policy of reduced spending and cuts in 
services. That the deconcentration of services provided by DEF and other agencies of 
Agricultural Ministries, if deconcenuation is to result in the improved delivery of services, 
is beyond the means of the current centralized system of financing was demonstrated in 
Sections 4.2.9 and 4.2.9. What is the alternative ? 

The ability of decentralized governmental authorities to tax is an established, but Limited, 
right under existing tax law. Awarding budgetary and service provision responsibilities to 
local governments at the fivondronana or firaisana levels is not guaranteed to provide a 
solution, but represents one of several options to be explored and tested. Clearly, some 
temporary financing of localized efforts is in order from the central government, to cover the 

' Assuming a tariff rate of 1000 Fmg (one star), 3000 (2), 5000 (3), 10,000 (4) and 
20,000 ( 3 ,  an average occupancy rate of 70 percent, of which non-resident foreigners 
make up 50 percent of the clientele in the lower thne hotel classes and 80 percent in the 
higher two. 55 percent of the revenue would come from the five-star hotels, whose 
actual occupancy averages 90 to 100 percent. 

1000 X 514 X 0.7 X 365 X 0.5 = 65,663,500 
- - - -  3000X605X0.7X365XO,5-=--231,866,25 - .-- 

5000 X 631 X 0.7 X 365 X 0.5 = 403,051,25 
10000 X 156 X 0.7 X 365 X 0.8 = 318,864,000 
20000 X 306 X 0.7 X 365 X 0.8 = 1,250,928,000 

oral annual revenue, Yr 1: 2,270,373,000 F 



cosU of start-up and testing. The key t o  lucccSS is to transfer the budget-balancing discipline 
exhibited by the central government in recent years down the cham of authonry to those 
decei~tnlized collactivities which have demonstrated far g r a t a  succcso in tax collection and 
have the potential to provide more efftcuve provision of servlccs. 

5,2 Macroeconomic Sustainability 

5,1.1 Potential benefits of halting environmental degradation 

A traditional cost-benefit analysis cannot readily be applied to the KEPEM program. Policy 
change, in and of itself, docs not entail significant costs; the costs that emanate from policy 
change ~*m be significant, but the nature of the KEPEM approach in iu final form is to 
obtain a public commitment to long-term stewardship of natural rc~ources, garcrate an 
internal policy dialogue and create momentum toward sound policy formation to support 
long-&mi sustainability. 

The support provided by KEPEM is designed as much to provide a bridge for Madagascar 
as i t  devclops from a command and control economy into a liberalized mixed market 
economy iu i t  is to provide financing in suppon of policy reform. USAID anticipates that 
the revenue flows associated with liberalized w regimes, ~ncreascd collection of stumpage 
fees and p i ~ k  fees will be sufficient at the end of the five-year program to offset the actual 
costs of policy reform to the GOM. 

While KEPEM cannot be analyzed from a traditional cost-benefit viewpoint, it is possible to 
estimate the costs associated with not promoting policy reform. Table 5.4 outlines the 
general conclusions of a series of projections conducted by USAID, certain GOM ministties 
and research organizations, with the assistance of the RAPID 111 population model. 

Clearly, the current pressures on Madagascat's natural resources will intensify with the 
increasing population. The authors of the aforementioned study argue that the 
implementation of a population policy, in addition to the other necessary policies, would 
assist the forest resources in stabilizing at 11 million hectares, a projection based on 
insufficient data at best. With the increased marginalization of lands (and waters) employed 
for natural resource production, increased costs of production will generate substitution of 
alternatives 2.utomatically as they become economicallly viable. The point is that the 
associated co:m of forcing such substitution--poverty, loss of biodiversity, increased loss of 
quality of life--an costs that need not be borne ia the presence of rational policy. 



Table 5,5 
Projections of the Results of 

No Policy Reform on the Economy, Environment 
and Population 

Population (m) 

High proj: 9.6 23.0 

Low proj: 9.6 18.0 

Agriculture 
Demand for rice 
(m tons) 

High proj: 
Low proj: 

Cattle-raising 
( m  head required) 

High proj : 11 26 
Low proj: 11 20 

Forests 
(m ha available 
for energy use) 

High proj: 11.5 
Low proj: 11.5 
Othera: 11.5 

Assuming the low population projection and implementing policies to encowage, 
agricultual intensification, crop substitution to prevent deforestation, energy substitution, - 
improved energy efficiency and carbonization. Forests an depleted to functionaUy zero in - 
2020. - 

Source: Madagascar: Population, Economie, Environnement 

. - -- -- - --- . - - -- - - ---- 
.. -- -- - -  - - - -  5.2.2 The larger macro perspective: Decreasing uncertainty- - 

The key to the policies promoted under KEPEM is docreasing the uncertainty under which 
first-line managers of natural resources currently operate. Through policy coordination, - 

n ana greater almt control over resources, managers WIU have an mcenave 
to invest for the long-term in maintaining the income potential of resource production. 



5.3 Microeconomic Sustainability 

5.3.1 Validity of the KEPEM hypthesis 

underlying hypothesis: that sustainable resource The KEPEM saategy rests on an 
management is a dccentralirA process which must be responsive to local n d s  , a d  driven 
by local initiative. The hypothesis does not arise ftom a desire to affm the rights of local 
populations, but rather from the recognition that central authority does not exercise effective 
day-to-day control over locally dispersed and locally accessible natural resources. 

If the hypothesis is correct, then the policy and institutional refons supported by the 
program (if successful)  will prove essential to implementing any viable sector strategy. 
Indeed, this is the fun1 elcment in the economic justification of the prognm: it b impossible 
to justify undertaking environmental protection ir~ Madagascar in the fkt piax if steps an 
not taken to establish the preconditions which are judged essential to succus. 

What remains to be analyzed is the degrcc to which microeconomic incentives will initiate 
potential resource management activities. Through the tests to be undertaken in the KEPEM 
pilot zones, specific data must be gathered on whether the financial potential of resource 
enhancing investments outweighs the financial benefits of resourcedesauctive exploitation 
in the short, medium or long run. The answer is likely to vary for different regions and for 
different management options. 

5.4 Recommendations for further study 

1. Research the most efficient and effective method of collection of stumpage 
fees in order to ascertain a reasonable rate of growth of revenue directed to 
the National Forestry Fund. 

2. Conduct a full analysis of national forest resources, including species, volume, 
rates of growth, potential profit maximization and rates of degradation. 
Coordinate with TFAP, GPF and other inventory efforts undenvay. 

3. Revcatch the potential effects on forest degradation, personal income, and 
government revenue of a tax on charcoal, or forest products in general, 
through analysis of the elasticities of supply and demand in the markets for 
forest products. 
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INSTITUTIONAL ANALYSIS 



1. Introduction - Mapping the Institutionnl LPrndscape 

Madagascw's Environmental Action Plan (EAP), the product of a halfdecade of major 
donor-Malagasy analysis and dialogue, is a complex and far-reaching undertaking. It was 
urged upon $e Government by the donors as an essential framework for safeguarding 
M a d a g w ' s  shrinking, yet world-renowned treasure in biodiversity. The ravages of 
unsustainable natural resource exploitation had taken their toll. The r iskof  ill-guided or 
rapacious economic development and rent-seeking loomed on the horuon. The scope of 
the plan requires the orchestration of a host of institutional actors: Governments - 
national, provincial and local; internationd donor agencies; national and international 
Non-Governmental Organizations; and of course, the private sector. It is in the arena of 
pnvate behavior that new incentives will have to be created to adopt sustainable regimes 
for exploiting the natural resource base while conserving the treasured biodiversity of this 
"Great Island" nation. The action institutions will have to reach the local impact level: 
the first-line natural resource users - communities, farmers, herders, wood-cutters, forest 
squatters, and individual firms and enterprises. 

Persuaded of this, the Government of Madagascar has set about reordering national 
pnonties for an environmentally sound national development strategy. Working with the 
donors, it is setting in place a complex, cooperative institutional framework for action. 
The rules of the game are still king defined and $e institutions which will shape those 
rules and guide the play are either new and untried or established and in need of major 
redirection. 

2. At the center - The National Level Inrtitutions and the EAP 

2.1 .  L'Omce National de I'Environrement (ONE) 

Under the Environmental Charter adopted by the National Popular Assembly and signed 
into law by the President in December 1990, the Office National de I' Environnement was 
created. The Charter and its derailed narrative annex (a summary of the Environmental 
Action Plan - EAP) charged ONE with the lbllowing key responsibilities: 

o environmental poky analysis, formation, and coordination; 
o coordinating executing agencies and operating minisay activities in 

biodiversity, natural resource man 
o coordinating the development, ne 

and programs in support of Madagascar's EAP; 
o overseeing and coordinating the adoption of appropriate environmental 

impact smdards for industry, commerce, tourism and general urban 
de~eloprnent, and assuring their enforcement through operating agencies of 

- .  - -  -- - -  -- - government. 
o monitoring and evaluating the execution of the EAP, including the new 

- -  - - -- - ---- - - - -  

environmental impact standards, so as to correct, improve and update the 
EAP as an evolving statement of policy and program; 

o overseeing the information management system that guides the expanding 
- 
I environmental data bank components; 



o preparing and maintaining the strategy for human resources development in 
environmental fields, as well as a broad citizen education and information 
program to build national commitment to sustainable natural resource use 
and conservation. 

In May 1991 ONE'S Dimlor General, the former General Secretary of the former 
Ministry of Plan and Economy, took office on a full-time basis. Some of the seven 
professionals on the staff had been working for nearly a year as members of a shadow 
ONE, within the Minisny of Plan, preparing for its formal authorization. From the stm, 
the Director General affmed his determination to keep the ONE staff very small, highly 
competent and motivated, and sharply focused on program coordination and policy 
analysis while eschewing the temptation to cake on the role of an executing or command 
agency in the environmental sector. 

2.2. ONE and the Executing Agencies and Operating MlnirtFies 

The complexity of the sector is in itself a central problem for the EAP. There an five 
principal Executing Agencies associated with ONE in the first phase of the EAP - 
Environmental Project I (EP-I). The first two of these listed below, like ONE, are new 
institutions, created in late-1990 to take on key functions as operating and coordinating 
bodies. 

ANGAP, the Association for the Management of Protected Area, is a mixed 
public/privatc body charged with overseeing the special system of management 
contracts with the Non-Governmental Organizations (NGOs) which are undertaking 
the administration of Madagascar's national parb and protected artas. A Grants 
Management Unit will provide funding to NGOs working with communities 
around the protected areas. A Biodiversity Planning Unit will assist in drawing up 
strategic plans for protecting and documenting Madagascar's unique biodiversity. 
AID - through the SAVEM project - is providing financial and technical support to 
the new institution. 

ANAE, the National Association for Environmental Action, is also a public-private 
body charged to promote, fund and guide small projects in rural communities 
aimed at watershed improvement, reforestation and other environmentally oriented 
development efforts - mostly in cooperation with national and international NGOs. 

DEF, is the old line Depvtment of Water and Forests in the Ministry of Water 
and Forem. It is the subject of a major "strengthening' project in forestry 
(Management and Protection of Forests - GPF) led by the World Bank. DEF 
retains find responsibility for Madagascar's protected anas. It, therefore, signs 

-- the agmements with ANGAP and the associated NGOs which are carrying out the- _ _ _ -. .-. 

management p h s  for these areas. The World Wide Fund for Nature, under a 
large A D  supported debt-swap program, supports DEF through a program to 
recruit, train and hire special forestry extension agents (Agents for the Protection 
of Naeure - APNs). The Swiss have a large reforestation Droaram with DEF as 
part of the national Z ARB (Zones of Action in Favor of Trees) prog 



(4) DDRA, the Department of Lands and Agrarian Reform in the Ministry of 
Agriculc~rc, is also the subject of an evolving program for a national cadaster, 
under discussion with the World Bank, the French and the EEC. Its 
responsibilities for the land registry and transfer process also involve it in the 
parallel discussions on land-reform, revised tenure law, and problems associated 
with use-rights in the vast open-access areas in the public domain. For example, 
under the ZODAFARB scheme, it is responsible for titling land to peasants, after 
three years of successful tree planting and maintenance. 

( 5 )  FTM, the National Cartographic Institute, in the Mbiistry of Public Works, is also 
engaged in the task of charting and inventorying the natural-resources and 
biological assets of the island. Once the premier mapping agency of Africa, its 
data base has fallen behind after decades of neglect. It is now the subject of a 
World BanWFrench initiative to nbuild its professional capcity and to undertake 
a major cartographic update. 

2.3. ONE and the Mah-Une Opemting Ministries 

The institutional actors in the overall EAP include all of the major operating ministries 
such as Transportation and Meteorology, Urban Development and Tourism, Mines and 
Energy, Scientific Research, Public Instruction and Universities. For the duration of the 
uansitional govemment (currently planned to the end of 1992) ONE will be directly 
attached to the Ministry of State of Agriculture and Rural Development, which oversees 
the Ministries of Agriculture, Water and Forests, and Livestock. The membership of 
ONE'S council is still to be tinally decided, in the light of ministerial and other changes 
made by the uansitional govemment, but will probably include the Ministry of Budget 
and Plan, several operating ministries as well as representation from the private sector 
(including banking and NGO communities). The Ministry of Water and Forests chairs 
ANGAP'S mixed public agencyING0 council. 

2.4. Donor Coordinati~n - Lc Comite de Orientation tt Suivi (COS) 

The formal Steering and Oversight Committee (COS) for the Environmental Action Plan, 
which mceu each December to discuss policy, program progress, problems and future 
action including funding, is made up of all the major donors and the key Executing 
Agencies and ministries. A professional in ONE is responsible for donor coordination in 
Madagascar. In addition a secretariat for coordinating donor funding for the EAP is 
maintained in the World Bank's Washingan offices with a financial contribution from 
US AID. 

-- - - 2.5. The !Wedflc C o d t t e e  -.Coordinating Research - - -- - - - - - - - - - - 

ONE also has a Scientific Committee whose tasks an to coordinate environmental 
research among the various institutes, both public and private, national and international, - 



4.6. N o o l G o r e m n t d  OrgnnilPtiom CNCOs) as Partners at the Central or 
Nationall Ltrd in the Goverrarment's EnvironmentaVNatuml Resource Management 
Stmtqp 

Growing out of an increasingly activist church community with wncern over pernicious 
poverty and misery, a variety of Non-Governmental Organizations have b a n  
formed to finance and promote programs of sociozconomic development. In thc decade 
1972-82, they were officially viewed wit4 suspicion by the Government as pountial 
agents of politic. opposition. In the 1980-85 period, as economic conditions worsened 
and the Government found it necessary to call upon major donors for food aid and other 
relief, the church related NGOs, national and international, became acceptable channels 
for assistance. 

(1) NGOs and Development: 

Emergency aid NGOs, Like Catholic Relief Services, the Red Cross, Medicins 
Sans Frontitres, and the church groups, began to expand into general community 
development. Some specialized groups, like FIKRIFMA - which concentrates 
exclusively on gravity-fed, community potable water sysams - have developed 
genuine expertise in a defined area of need. 

(2) The Environmental NGOs: 

- - During this same period, the activist international environmental NGOs, such as - 

- the World Wildlife Fund (WWF) and Conservation International, made 
- Madagascar's environmental crisis a global issue. Environmental action and 
- research NGOs, such as WWF, the Jency !slands Foundation, the Missouri 

Botanical Gardens, Yale and Duke Universities, entered Madagascar under special 
agreements with government agencies to undertake conservation programs. 

(3) The EAP and the Role of NGOs: 
- 

As the Environmental Action Plan began to unfold during the last half decade, the 
donors wen able to convince the Government that this growing community of 

- experienced activist organizations had a vital role to play in any operational 
strategy for conserving Madagascar's biodiversity and for managing natural 

- resources in sustainable regimes for social and economic development. Therefore 
- it was agreed to form two new NGO oriented institutions - ANGAP and ANAE - 

for mobilizing and coordinating NGO activities in the sector. Thus the 
Government began a major new policy - acknowledged in fact in the 

- - - - Environmental Charter - recognizing NGOs as full partners in this arena and in -- -- - 

- development in general. NGOs have -me, therefore, alternative delivery 
- 

systems for public goods and services at both a national and local level. The 
Government's survey of registered NGOs numbers them at nearly 300. This 
~ ~ p - & e G u s , & F & s & ~ r & d ~ ~ f i ~ ~ n ~ & & w ~ m a ~  



(4) USAID and the Environmentally Oriented NGOs: 

AID'S SAVEM project directly supports this institutional structure to deliver a 
broad range of xrvices to conserve Madagascar's biodiversity and to mobilize 
local communities, The objective is to build sustainable natural-resource use- 
regimes that will contribute to local economic and social development while 
building new incentives for environmental stewardship. ANGAP and ANAE, as 
instituuons, are described in detail in other recent AID reports and in the SAVEM 
project. For this analysis suffice it to say that they are both new and untried. 
AID has operating program grants (OPGs) with several international conservation 
groups, some of which will be incorporated into SAVEM. And it conmbuted to 
the large debt-swap with WWF, mentioned above. 

(5) NGOs Are Willing but Wary: 

The NGOs (though represented in a minority on the ANGAP board and in a 
majority on the ANAE board) an approac'.~g the new order with guarded 
optimism. ANGAP is headed by an energetic career civil servant (the former 
director of the DEF's Nature Protection Service) who appears to be fully 
supportive of the public-private partnership for managing protected areas and for 
encouraging community activities around these a m ,  through NGO action. But 
the NGOs are wary of the long history of d i r i g h e  from government and how 
this may surface again when their necessarily grass-roots based programs require 
great latitude, experimental freedom, and diversity, They also want greater 
latitude under existing law - Ordinance 60.133 - to receive and dispense funds, to 
form local cooperative structures around productive ventures for profit, and to 
enter into property ownership regimes with their members. 

(6) Funding NGO Projects in the Environmental Arena: 

ANAE, as a central funding agency for local NGO action is as untried as 
ANGAP. How the grants to action NGOs are structured and how the NGOs - 

themselves respond to project guidance from the center will determine the success 
or failure of the scheme. It is indced a grand experiment and consistency in the 
Government's liberalization policy, applied to this sector, will be essential in - 

energizing enaepnncurial approaches to xlf-managed, locally driven, sustainable 
renewable natural resource projects. - 

2.7. ONE and the Strategy for Institutional Orchestration I 

- 

.- . .. - - A  major objective of the KEPEM Program is to reinforce the Government's wmmitment- - -  -- - -  - - - -  

to make the ONE - and the institutional framework it is charged to coordinate at the 
- 

national level- efficient and effective in carrying out the grand EAP mandate. The 
problems lie in setting the rules of the game &ly on with clear role definitions among all 
&p+&tf i ~ ~ ~ = t ~ ~ ~ f " r l r y r ~ w ~ 3 w ~ ~ & F ~ ~ ~ J ~ P ~ f ~ ~  

monitoring and evaluating the program so that experience can feed a transparent and - 

ynamic policy formulation process and through it, form better laws and finall - 

- 
- 



behaviors. Ln the sum, the ultimate challenge is orchestrating an ensemble of incentives, 
mles, and Pctions that will mult in a people-based system of sustainable natural resource 
use for national development that nurtures and conserves the dramatic and unique 
biodiversity of Madagascar. Major problems in the national public agencies are analyzed 
in Section 3 following. 

(1) Program Monitoring and Evaluation: 

OM'S  primary tool for accomplishing these daunting tasks will be a system of program 
monitoring and evaluation. KEPEM will suppon ONE to develop this system, notably 
through Linking program evaluation to its policy analysis role and thence to its task of 
revising the EAP through coordinated adjustments in program planning, financing, and 
environmentally oriented law. 

(2) Private Firms and Environmental Standards: 

The executing and operating agencies must start immediately, with ONE'S assistance to 
- - 

develop a body of environmental law, including reasoned and appropriate environmental 
standards for commerce, indusay and tourism. To be successful, it will have to be an 

- 
- interactive process with the private Kctor in setting standards and in their successful 
- 
- 

- 
enforcement. Should voluntary compliance fail and criminal action occur, the Ministry of 

- - Justice will have to intervene with legal remedies. 
- (3) Linking National and Local Institutions: 

Policy Challenges: In section 4 the institutional landscape at sub-national levels is 
- described in same detail. The capacities of these institutions is briefly asscud. A major - challenge for ONE will be to stimulate and coordinate the national inquiry into how local 

-- capacity for environmental stewardship and sustainable natural resource management can 
be increased. (See section 6.) 

Table 1 
The Environmental Action Plan 

I NATIONAL INSTITUTIONS 

ve C o w  
Chair: Minister of State for Agriculture and Rural Development 

ONE 
Director General 

- . - - -.- - - - - Professional Staff of 7+ -- - - - - --- 

o coordinates dl EAP acton nationally 
o monitors and evaluates EAP program 

o develops policylprognm redesign .. -ys---- . .. c,, , - w ~ . . . ~ i ~ h t t w r r r r P i i e t ~ ~ ~ ~ ~ ~ & i f r & , i & j  

- o monitors flow of funds with donordagencies 



Mects annually in December Mats on call 
Chair: MinState ARD Chair: ONE DG or Staff 
Secretariat: DG OME o Min Sci Research 
o Extcuting/Opcrating Agencies o Indcpcnd Resch Instns 
o A11 Major Internauonal Donors o Research NGOs & Uni- 
o Invited Experts versities-NtnU IntrntI 

o Invited Rcsearchers/spccial projects 

e 
o ANGAP (protected areas - NGOs) o Ministries of: 
o ANAE (NGO lacal RNR projects) - Agriculture 
o DEF (FonsulBiudivenity) - Water & Forests 
o DPRA (Lands: tenure; titles) - Budget & Plan 
0 FTM (Cmgraphy) - Tramp & Meteor 

- Mines & Energy 
- Public Instruction 
- Urban Dev & Tourism 
- Interior & Justice 
o State Entcrprises/Corps 

G O V E W N T S  & RNR USERS P R I V A ~ !  J S u  - 
o Special Regimes for Common o Participating in Setting 

or Open Access Resources Environmental Standards 
o Mobilizing RNR Users to o Make Environmental Impact 

Sustain/Conserve for gain Analyses on Investments 
o Rules enforcemcnt/conflict o Voluntary CompliancdLaw 

resolution. Enforcement/Conflict Resolution 

3. Central Government Agencics - the Crisis in Public Service Institutions 

Over the last decade, the Government of Madagascar has moved from Marxist dirigisme 
toward liberalism. It is privatizing banking and a number of state enterprises. It has 
radically reduced its role in the market either as price setter or through state production 
schemes and commodity boards. At rhe same time, f a d  with falling per capita 
production, pernicious inflation and rising public debts, it has implemented an IMFiWorld 

- -  - .. Bank led program of fiscal austerity and structural adjustment. Both liberalization and -- -- - ---- - --- - - - 
structural adjustment have profoundly afftxted all elements of the public service agencies. 



- 
3.1. New Missions - New Philosophie but Old Expectations 

A recent Coopen and Lybmd audit of the former Ministry of Animal Production, Water 
and Forests (MPAEF) underscored how the elements of that Ministry, as throughout the 
Government, have not absorbed the implications of liberalization. The traditional 
bureaucracy, used to over a decade of thinking of the unitary state as central planner and 
prime actor for the economy, and themselves as its controllers, operators and arbiters, is 
not prepared for the new mission of the state agencies. Turning over to the private sector 
the initiative in the economy, especially in agriculture, has been unnatural to them. The 
veterinary service, due to be privatized this year, clung to its residual functions in the 
MPAEF. The policy of privately managed small irrigation perimeters is honored in the 
breach by the water engineers in MTNAGlPI who are used to directing the peasant farmer, 
not to he!ping him manage water systems on his own. Clearly the national psychology is 
undergoing major adjustment. The KEPEM design team found people at the local level, 
fully aware of a reduced government budget and the new philosophy of government, still 
expecting the state to do for them rather than to do for themselves: mend their irrigation 
canals, vaccinate their cattle, and to provide all manner of services. 

3.2. Impact on the Civil Service: 

(1) Falling Morale: In a recent Aide-Memoire to the World Bank, ("Etude Diagnostique 
de la Gestion des Personnels de 1'Etat -Mission Principale -15 Janvier-8 Fevrier 1991 ," 
Jean-Clade Bosse and Jean-Marie Bruno, The World Bank), the impact of these measures 
on the civil service was characterized a having the following results: 

"a general feeling of ineffectiveness in the administration regarding the execution 
of the policy of the State, growing distance between the public services and the 
population, slow and ponderous bureaucracies, inadequate service delivery in 
response to expressed needs, insufficient operating resources for the services, 
demoralization of personnel, reduced sense of professionalism and the increase in 
reprehensible practices, continuous erosion of the civil servants' standard of living, 
loss of confidence of the general population in the administration, etc." 

(2) Falling Incomes: Since the initiation of the first round of IMF-Bank negotiated fiscal 
austerity in 1982183 through the sauctural adjustment program of 1985-onward, the civil 

I service in Madagascar has suffered from a constantly falling real income. The following 
chart suggests the impact this has had on three illustrative levels of civil service - - 
employees: 

- - - - - - - - - - -- - -. - - . -- - - - - - - - - - -- - - - - - - - - - - - . - - - -- - - - - - - - - - - 



Table 2 
n u y e  Civil Service L e v U 8 2  - 1991 

Adminst. Employe 60,OOOfmg = $150 100,OOOfmg = $60 
(2ndry Ed, lO/yrs Svc) 

Techn. Employee 100,000fmg= 250 180,000 = 100 
(2ndry + Tech School 
10 years Service) 

Engineer (Economist etc) 200,OOOfmg = 500 300,000 5 180 
Univ. Degree lOyrs Svc) 

1982 Exchange400fmg = $ 1.00; 1991 1800 fmg = $ 1.00 

In 1982 a Government Technical Employee, head of household bought a large bag of 
- 
- ria, enough to feed a family of five for a month, for FMG 7,000 or 7% of his salary. 

Today that bag costs FMG 25,000, 15% of his salary. Elis house rental in 1982 was 
- 
- about FMG 40,000 or $100, 40% of salary. By 1991, moved to even more modest 
- - quarters or sharing quarters, he may be paying F,MG 90,000 or S 50 in rent, half his 

salary. If he has not moved, his 1982 house may still rent for f 100, and he is in serious 
debt, or is concentrating on a second income. Other items in the minimum survival basket 
have risen proportionately. 

For those employees who have not been able to survive on one government salary, second 
jobs are now the rule, not the exception: absenteeism a d  shon days a norm. Moreover, 
in the shrinkage of the national budget, operating funds have nearly disappeared. In most 
agencies personnel expenses exceed 90% of budget. In the absence of supplies, 
equipment, vehicles, and tools, the most dedicated staff is demoralized; the hangers on 
enjoy enforced idleness. When there is transport, those whose work requires travel 
resist. There are the second jobs to keep them at home. But equally or even more 
important in al l  cases, the official per diem is FMG 1,700 - 2,000 per day ($1.00 US) - 
enough for one meal in the public market with none left for lodging. Moreover, 
reimbursement of per diem runs thne to six months late. As one extension agent said to 
us in the field, "I go to work with the peasants and pay the government for the honor to 
do my job!" 



The Civil Senrice Census - a Few Indicators: A World Bank sponsored census of the 
-- Civil Service was completed in late 1989. All of the results have not becn published, A 
- - few of its fin0,ings are sum~narizcd below*: 

PROFILE OF THE MADAGASCAR ClVIL SERVICE 

carer and equivalent employas (does not include State Enterprises, 
Defense Min~stry - rrulitary or civilians, or contractuals) (If included, total 
cstimatui at 130,000) Averages 1 public employe per 123 inhabitants; 
"ph;t.ttorn* payroll entries now subject to judicial action for fraud; 
of total non-fraudulent but subject to further review before a d  of 1991; 
of employees work in urban areas when 14% of the population resides: 1 
publi: employee per 45 urban inhabitants; 
work in Antananarivo (with only 7.9% of national population); 
in more rural artas @laces less than 100,000) serve 86% of the population 
1 cmploya per 188 inhabitants; 
work in the Ministry of Basic Education; 
of dl public employees. 

Table 4 
Distribution of Personnel By Broad Class or Grade in Service* 

Senior Executives 764 0.8% 
Top Managers 2,670 2.9 
Middle Managers 6,756 7.4 
Prof./tech./adrnin 55,834 61.0 
Line oper 25,504 27.9 
Total 91,528 100.0 

Note: 275 employees w m  not placed into these categories: Grand Total = 9 1,803 
- 

*(Extracted from 'Recensement du Personnel de I'Etat et 1' Apurcmcnt du Fichier de la 
4 Solde," December 1989-h4ay 1990 report dated June 1990 by the consulting fum, 
- SOATEG . World Bank files.) 



3.3. Dhgmxlng Probkmr in the Malagasy CivU Scrvkc 
-- 

Interviews throughout Madagascar with line personnel and supervisors, the field reports 
from donor technical teams, and internal government documents consistently confirm that 
there is a grave institutional crisis in the Malagasy pubtic service. 

I 
I1 

( 1 )  The lack of technical support personnel at the service level: 

Very few Ministry of Agriculture extension agents, DEF water engineers and foresy 
technicians, tivestocWrange-management technicians, MTP (pubtic works) staff, etc. - are 
available and working with peasant producers and natural resource uwrs. A cursory 
examination of Ministry budgets shows that an excessive proportion of staff is located in 
the capital, Antananarivo (25 to 30%) or in the urban provincial capitals (in all 4040%). 
Although all the major agencies do have technical bureaus at the level of the six 
Provinces or -, far too few of their technical people an located at the lowest 
service level: in the 20 or so former prefectures, now called cirwnscriptions or in more 
rural field offices ("Stcteurs" at Fivondronana and "cellu1es"at Firaisana, as they are 
called in the Ministry of Agriculture - or the "triage"Ieve1 in DEF.) Moreover, at least 
50% of these field positions are administrative staff, not hands-on technicians and 
extensionists, Because of concentration of higher paid staff at headquarters, along the 
agencies' few vehicles and operating budgets, the share of resources actually going into 
field operations is only in the range of 25 to 30%: 

I 
(2) The absence of field authority over personnel, resources and program operations: 

Routine activities of field offices are subjected to antiquated, multilevel, a pdpCi review 
and centralized approval procedures. In numerous field interviews, technical extensionists 
complain that they cannot use the scant resources - mspon ,  mvel funds, equipment, 
and supplies - that they are budgeted, nor can they buy basic repair parts, seeds, etc. 

B 
locally. Even when trying to draw on donor funds,. all such decisions must await cennal 
approval and central procurement authority, case by case. Delays in moving requisitions 
arc numbered in months. In a field office of the DDRA (land titling agency), we were 
told that a land transfer or new title took sat least 21 discrete steps, up and down the 
decision ladder, and that applications for titles wers back-logged in their offices for over - 
a year. 

(3) Little or no interagency coordination, collaboration and interdisciplinary assistance at - 

the community level: 
- 
- 

The Ministries and the departments within them operate as individual fiefdoms. Their 
field offices are separated from one another by technical cadres, even when lccated in the - - 

same town: animal husbandry (elevage), water -sc&cs, forestry services, agriculture, - - 

etc. There appears to be little encouragement of horizontal coordination and cooperation - 

among them. - 



(4) Projcctization of activities under donor funding: 

The project mode of resource management tends to fragment rural reality, As one World 
Bank field advisor with a wealth of field experience in Madagascar pointed out, within 
one agency . the Ministry of Agriculture he found as many as 10 to 15 individual 
project sites, operating separately from one another along a five kilometer stretch of rural 
road. In nearly all I - ~ S  they responded to the administrative order established under a 
separate donor projcct at headquarters. Each had its Kparatc service and management 
structure. Each its target task or community. Each was visited by a different supervisor 
and expatriate advisor from the capital. None worked with adjacent projects and staff on 
an area-wide, or even community oriented basis of overall needs. Another resident 
World Bank official commented on how extensive this project b& system had 
penetrated agency operations, noting that in the Ministry of Agriculture done there wcrc 
now 140 discrete donor funded projects, each insulated by special agreement tiom the 
others and each taldng on a life of its own. Little, if any effon is made to pool talents 
and resources at the nral community level for greatest combined impact and economics 
in operations. 

- 

- (5) Staff rewards are not based on services rendered: - 

Technical personnel incentives are oriented toward satisfying the next level up in the 
hierarchy. Most supervisors maintain old-school values that the public services are there 
to control, direct, and exhort the peasant masses. Line personnel are measured against 
these values. Advancement is by seniority and promotion is by cohon group. The 
technical services atc central supply and command driven - not field demand and service 
driven. Staff incentives are all oriented toward the center, not toward field results and 
the client. Bureaucratic paternalism saks control and direction of the peasantry rather 
than mutual learning, local empowermnt and group motivation. In a November mating 
with AID officers and consultants, the Rime Minister commented that "these agency field 
people do not know how to listen to the peasant farmer, to walk behind him and learn. 
They only know to impose, preach and direct. Most of the time they don't understand 
the local system." If the present bureaucracy is to become a means of vitalizing 
community action, the Prime Minister opined, it will have to he radically reoriented. It 
was the Prime Minister's view that the real hope for effective field services to the rural 
masses lay with the non-governmental, private agencies because buaeaucratic reform, 
being a mind-set problem, would take too long, if it could ever be achieved. 

3.4. Conrtitutional Questions: Searching for the New Order 

Madagascar is undergoing rapid political change. After seven months of strat 
. - - -  - demonstations and paralysing strikes, the coalition of opposition parties and the Ratsiraka- 

regime came to an accord on 31 October, 1991 on a new State structure and a process for 
arriving at a new Constitution. The Presidency was stripped of most of its powers, these 
being transferred to a newly-created High State Authority (HAE), supported by a 
4 

transitional Government of 36 ministries. This transitional structure has given itself 18 
months to arrive at a new Constitution and a Third Republic. The process began with 
regional forums in February, 1992 to canvas local opinion and select delegates for a 



Natiod F m m  held in late March, 1992. This will be followed by a referendum on the 
text of the Constitution in June, legislative elections in August and presidential elections 
in November, 1992. The situation is ~0mplicatEd by the emergence of powerful federalist 
forces who ue advocating the proposition of a second, federalist text alongside the 
unitary state text on the referendum ballot, 

Major Considerations for Constitutional Revision: 

It is unclear how this drama will play out. But it has had, and will continue to have, far 
reaching impact on the institutional structure that relates to environmental affairs. These 
include: 

o The shifting Government structure has clear implications for the environment. In 
a period of a few months, a Ministry of the Environment, Water and Forests, to 
which ONE was briefly attached, has come and gone. It is currently attached to 
the Ministry of State for Agriculture and Rural Development (a noncxecuti.~e 
Ministry overseeing the Ministries of Agriculture, Water and Forests and 
Livestock). The composition of the Government following the transition period is 
uncertain, creating further difficulties for ONE. The other executing agencies 
have been much less effective, either because of their non-governmental status, or 
because their parent ministries have remained relatively intact. 

o Continutd liberalization and emphasis on the private sector. This has been 
reflected by changes in the administrative council of ONE, from an entirely 
Government and executing ageicy composition to a greater representation by 
banks and commercial fums. Private sector growth could conceivably include 
finns specializing in environmental impact analysis. 

o A more devolved power structure, mandating more public services at the local 
level. Several proposals would involve major grants of real authority for resource 
management and regulation, taxation of production and commerce, and discretion 
to organize services related to use and conservation of water, land, and forest 
reserves as well as general public services. Such a reform would require a 
significant shift toward local governments and a decenvalized policy regime. 
Federalist tendencies however also risk coopting of resources by local elites and 
potential replication of already cumbersome bureaucracies; 

o The opportunity for environmental groups and environmentally inclined 
organiPtions, as well as (thwretically) local populations to participate in the 
development of the new Constitution. Environmentally involved NGOs are 
represented among ing involved in the 

- - -- National Forum proce - -- - -- - - - - - - - 



A change in the legislative process, with a substantial shift in initiative and the 
capacity to legislate from the Extzutive to a more empowered Assembly. A major 
change in these relations could significantly affect the processes by which all law 
is made and specifically the way in which environmental policy is debated and 
translated into public regulation, agency mandaw, and law. 

A major reform in the weak and ineffective justice system. The judicial branch of 
government is antiquated, mired in procedural complexity, suspected of 
corruption, ponderous and slow. A major reform through the constitution could 
dramatically affect its legitimate role as protector of the legal order, human and 
property rights, and the guardian of basic social values. In natural resource 
conflict resolution, its power to serve as arbiter under new environmental impact 
legislation, and its capacity to resolve jurisdictional disputes over resource 
domains, could become crucial in the implementation of the EAP; 

In sum, these measures towards a new constitution, and others that may arise during the 
- 

= current debate, can have very substantial impact on the institutional context in which 
environmental policies are made, translated into law, and executed. KEPEM will have to 
take into account and accommodate to these changes as they occur. To the extent that 

- environmental policy, especially regarding natural resource use-rights raise constitutional 
issues, the policy dialogue may have to be raised to the constitutional level. 

(For a more detailed discussion of the KEPEM program and the Governance or 
Constitutional issues, the reader is referred to the PAIP Annex on Governance.) 

4. Sub-National ILnstitutioos: The Local and Regional Level 

w o e :  Since this annex was written, all of the "decentralized collectivities" above the 
fokontanv level have been "suspended", pending the new constitution.] 

4.1. Local Government - the RDccent~lized Collectivities" 

Madagascar has a weak local government system. The "suspended" Constitution of 1975 
sanctifies a concept of decentralized, community self-management but in reality, through 
implementing law, it assures firm guidance and control by the cenuai state. The structure 
is thar of pyramidal republicanism: direct democracy at the community level and indirect 
election of officials at each successive tier of government the&r. Each higher level of 
local government has oversight and review authority over the one below. Though elected 
by local constituencies, the Presidents of each local collectivity arc charged by law to 
represent the direction and authority of the National Executive. 

- 
- - - (1) The Fokontany: Starting at the rural village level and with urban neighborhoods - 

a General Assembly composed of all eligible voters (citizens 18 years and over) meets 
every five years to-elect,-from slates of kindidates prepared by the panics, a President - 

and an Executive Committee as its continuing government. The General Assembly must 
, be called tor speclal legislative actions, but othenvise it meets only periodically. The 

ecutive Committee, under the President, forms working committees - voluntary citizen 



action group - along special lines, for the school, for community health and sanitation, 
for local security, etc. Then 9n approximately 13,000 Fokonhny, covering all the 
national territory, averaging slightly less than 1,000 persons apiece. Fokontany 's, iu a 
rule, have no permanent employees. 

(2) The FlrPisPoa: The next in the hierarchy of "dccenaalized" governments is the 
RrPisam. There are some 1,250 - each composed, on average, of ten Fokontany, Thc 
representauves to the popular council of the FiraIEOm are elected in the general 
assemblies of the Fokotany of which it is composed, from candidates proposed by the 
legal parties. This body then elects its Executive Committee and its President, again 
from party slam. Firaisana normally have a full-time clerk, responsible to the Ministry 
of Interior for providing civil registry and voter inscription services to all citizens in that 
jurisdiction. Some Firaisana have retained the status of urban communes, from the 
colonial period. 

(3) The Fivondronana: Then am 113 such jurisdications at this important level: the 
first at which substantive local services are administered. Many Fivondronana am former 
urban communes which wen granted special self-governing authorities u;:der French 
colonial law and have retained them to date. Its Popular Council is elected from party 
lists submitted to the Popular Councils in the 10 or so h i s e m  in its jurisdiction. It in 
turn elects the executive committee and the Fivondronana President, also from party 
slates. All Fivondronana have full-time employees providing direct mun~cipal services 
plus delegates of central ministries supporting administrative functions. The Fivondonana 
also constituted the electoral districts for representatives to the now-abolished National 
Popular Assembly. (See section 3.3 following), 

(4) The Faritany: Finally we arrive at the provincial level. There are 6 Faritany 
and like thc' immediate levels below, their popular councils am elected by the assembly 
delegates at immediately lower level. They in turn elect an executive committee and a 
President. The Faritany have rather large staffs charged with regional coordination and 
the provision of public services in cooperation with the provincially located national 
agencies. 



I a t z u  

t-The"- . . ,  

(before the Convention of 3 1 October, 199 1) 

Fokonhny 13,000+ 

Pres & Exec Comte 
Elected by Popular 
Council formed from 
reps, from Fivon- 
dronana PCs-ea Syrs 

Pres, & Exec Committee 
-Elected by Popular 
Council formed from 
reps. ea Firaisana PC 

Pres. & Exec Committee 
-Elected by Popular 
Council formed from 
reps. ca Fokontany PC 

Pres. & Exec Committee 
-Elected by Peoples 
Assembly formed by 
Direct Popular Vote 

Admin. Committ# 
MinIntr names the 
Sec. Gnrl. Othcr 
Mins. name reps. to 
key technical jobs. 

Admin Committee 
Min Intr Rep Heads 
Small tech. staff 
from other Mins. 

Occasionally a 
Min Interior Ofcr 

None 

*All Local Officials must be selected from official parry slates. 

4.2 Chamcteristics of Lo& Governments: 

(1) Unclear Mandate and PeFmissive Authorities: 

Jurisdictional authorities both for mandated and permissive functions an far from clear. 
Local taxing authorities ue limited and promised subventions from the national 

- - --- 
government budget a n l y  arrive below the Fivondronana level. What is done now at - - -  ---- 
each level, in tens of providing public goods and services varies greatly by locality. -*-- 
UNDP study of local finances shows that a major recodification of law relating to local 
government finance is badly needed. There & strong advocates in the Government, 



concept of nbinad powen at the local levels, as well as other "constitutionala level 
matters. Some of these include eliminating the power of oversight of lower jurisdictions 
by higher ones in Jetting I& revenues and in initiating services. It is also argued that 
candidates should be able to stand for local office without party endorsement and that 
once elected they should be, under law, responsible to the electorates not the Cenual 
Government for their service. These issues frame a part of the constitutional debate now 
in full course. 

(2) Locnl Revenues: 

By and large the limited local revenues are undercollected due, in part, to weak or non- 
existent local staffs. One went  study has suggested that annual p e r - w i d  local revenues 
average from a low of about S 10 cents to a high of B 1,00 at the Iowa Icvda of 
government. Although the discretionary tax base is very small, collection efforts on the 
existing tax base are very weak. Most rural Fokonmy collect only 10 96 to 20% of the 
potential. Even in urban Antantanarivo, one of the more efficient Provincial 
governments, it is estimated that only 20% of the property tax values are collected. 
There are strong political disincentives in this poor couny for anything like a major tax 
and fee enforcement effon, especially without a visible link to dinct, tangible, and 
valuable services. 

(3) Cumnt Services Capacities: 

Only the larger jurisdictions - primarily in urban anas - have permanent employees 
except in administrative positions. These arc the former urban communes at the 
Fivondronana level and the provincial capitals - the Faritanys. But some obligations are 
mandated at each level: 

o Each Fokontpoy is enjoined to build and maintain its primary school. Larger 
jurisdictions provide market places, some sanitation services, occasionally a 
slaughterhouse, a public transport terminal, and other minimal services. Usually 
the localities depend upon central government agencies for public works 
construction and major stnet, drainage and sewerage, and other works. 
Maintenance as a rule is totally neglected. Only a very few engage is such critical 
services as potable warn systems. 

o Larger jurisdictions have "deleguCsn - rcprescntatives - of the Ministry of hterior 
to "counsel and guidew their actions. Informed sources indicate that in the vast 
majority of localities, these "deleguCsn actually run the local order as they did as 
pnfecturu and subpnfecnues before the constitutional reform of 1975 that created 

---- -- 
the new "decentralized" order. - -  - - - -  - - -  - - - - - - - 

o All central government agencies have substantial administrative offices and 
technical se&x centen at the six provincial - Faritany - capitals. 
Representatives of former key ministries, Finance, Plan, Public Works, with 

e 



Interior's npresentative as Secretary General wen on the Administrative 
Committees of all Faritany. Most Fivondronana, especially those where 
ministries have operational officu, also had these services as well as the Ministry 
of Interior officer. 

o In localities with Administrative Committees, and even in the smaller ones with 
only a "deleguC from the former Ministry of Interior," it is these career civil 
servants who actually guide the elected authorities. Many of the elected local 
authorities are actually career civil servants who have been selected by the party 
for candidacy. They serve their terms on administrative leave, losing none of 
their career benefits. Since they expect to return to their career base in time, their 
loyalty to central authority o f m  prevails over their sense of the local common 
good. 

4.3 Localities and Natuml Resources Management - The h e s :  

In interviews with local government officials throughout Madagascar, there was great 
interest in improved natural resources management. They were concerned about poorly 
maintained irrigation systems, lack of flood control measures, lack of local nurseries for 
wood lots and orchards, brush fires, etc. Many complained of the rising thefts of cattle 
and even of standing crops. But few saw any concrete way that they could deal with their 
problems given their resources, the formal division of labor among governments, and the 
unavailability of technical help from national agencies. Some pointed to locai NGO 
efforts in their jurisdiction and others argued that the central government agencies should 
undertake their duties to provide technical services to the local people - but that they had 
come to despair of much help from that quarter. Larger towns and urban centen were 
engaged in efforts to cope with problems of general sanitation, municipal market 
adminisuation, cominercial code enforcement, and the maintenance of a rapidly 
deteriorating transport and public service infrastructure. But these direct services seldom 
reached into the realm of improving natural resource conservation through local 
community action. 

4.4. IdoFmal h l  Institutiolrr 

(1) The Tangalamena (Council of the Wise) and the Fokonola 

Essentially every rural Malagasy village, or group of hamlets has a Tangalamma. It is a 
self-selecting body with combines traditional religious responsibilities with every day 
affairs of the community. The community, or Fokooolona, is its jurisdiction and the 
boundvies of each is set, not by the state, but by traditional clan and ethnic affinities and 

- the f e a m  of nature. In its religious aspect, the Tangalamena - with its Lapa or - 

congregation -hu m o m  to act as any "churchn under Malagasy law. Perhaps as many 
as 60% of Malagasy an nligious adherents exclusively to the traditional faith. They 
honor the "keeper of the relicsa or the *priesta who mediates between the world-apparent 

A c w n r l & C _ ~ ~ ~ ~ a n ~ t t t i ~ ~ p ~ k ~ ~ n - ~ ~ ~ i f 7 - m ~ t + m - 1 r ~ t i g i o ~ ~ P . 1 ~ ~  
practitioners of the Christian faiths maintain a parallel respect for if not full participation 
in the traditional religion. In rural areas, the Council of the Wise is honored, to some 
degree, by all. 
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In its secular role, the Tangziamena has no formal legal standing. Yet it is through the 
Tangalamena that much of the use-rights to public domain lands are brokered, It 
determines the annual zones for tavy - slash-and-bum or swidden agriculture. And it has 
special authority over pastoralism because of the spiritual importance of the Zebu in the 
faith. Monover, for rural Malagasy, the pronouncement of the Council on questions of 
lady (or taboos) are taken in dead seriousness. Sometime the Councils will declare 
certain forests, streams, or other elements of local environments to be fady - untouchable 
for personal use, of spiritual importance to the ancestors, and worthy of special 
stewardship. 

The KEPEM design team found in interviews with both local Council members and field 
technicians from operating agencies that the Tangalamena are seldom consulted before 
central agency plans an drawn up regarding irrigation systems, the forest nserves or 
other protected areas, or agricultural and livestock extension services. At the Fokontany 
level, however, we found considerable interaction betwan some elected officials and the 
traditional authorities. In some cases, the elected officials were themselves members of 
the Tangalamcna. 



(2) The Dins - Local Conventions for Domain Management 

Another Malagasy institution at the locd level, is the dim. It is a traditional form of 
c o n ~ t i n g  among local people to solve a management problem regarding a specific 
domain. Not unlike what we might call an action commitwe, it can take the character of 
a s e ~ f - ~ o v e d n ~  special district to manage a common property rwurce or to share labor 
and other costs, such as ~n an agreement among users to maintain a small inigation 
perimeter, Most of the informal dinas have, in recent years, been subordinated to 
government oversight, and some agencies of government use the tradition of dlnn in a 
dirigiste manner - thus blunting their self-generating and self-governance character. This 
tendency has somewhat reduced spontaneous formation of dinas in recent years. But it is 
the sense of many that the NGO movement is working to revive the institution as an 
organizing principle in their local self-help programs. 

As mentioned above, the church-related as well as an increasing number of non- or inter- 
denominational NGOs, are generating more and more community based action programs. 
They are engaged in a great variety of productive activities dealing with natural resource 
management in agriculture, water systems (both for consumption and for irrigation) 
cooperative processing of products including forest products, animal husbandry and 
marketing (especially in dairy products, poultry and rabbit raising, and similar 
endeavors), and in other rural community enterprises. Some such activities are 
spontaneous, associated with local congregations rather than emanating from a national 
organization's outreach. Many of these small NGO efforts an not formally raxgnized 
among the 300 state registered organizations. They usually have in common an external 
change agent who works with the local people to assist them with organization processes 
as well as with some degree of technical and material assistance. 

These mobilization efforts vary greatly in style and in "self-help" philosophy, some being 
more paternalistic than others; some carry a heavy load of sectarian evangelism with them 
but others none; and some are sing@ purpose (health, education, agriculture, or water). 
Others are more general purpose community development in their orientation. In many 
ways they compensate for the lack of government services in anas that by tradition are 
the domain of the agents of the state. Not infrequently public agency personnel resent 
these NGOs for that reason. 

5. Reaching the Malagasy Majority - The Frontlines of Local Natural Resource 
use 

_ _ . -_ Rural natural resources users - farmers, pastoralists, forest gleaners, fishemen, fire-wood 
cutters and charcoal makers, artisan carpenters and woodsmen - have Limited or no access 
to technical, fhncial and organizational assistance to make their productive systems more 
profitable and sustainable. Yet these rural people constitute 80% of the population. They 
n d ~  I*- ~ f - ~ ~ ~ r a ~ e n & p & ~ ~ d a b \ ~ t W L f o ~ i g ~ ~ c h a g -  
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- o Tavylsluh-and-burn cropping, 
o Seasonal burnoff of prairie grasses for pasture management, - 

- 

o extensive grating on open-access, public domain lands without regular fallowing, - 
o erosive annual crop planting on hillsides, 

- 

- - o high siltation and water inefficient irrigation schemes, and, 
- o unmhaged, non-renewing timber and forest product mining practices, 

The central coordinating institutions (discussed in Section 2 above) may become highly 
efficient. However the EAP will not succeed, unless the masses of first-line resource 
users become practical stewards of the natural environment. They must use that 
environment to survive. Yet the sustainability of this use requires an improved 
mtitutional context. 

- 
5.2 The lnstitutionnl Constppints to Improvinq Resource Use 

(1) The Ftrst Constraint: Technical Assistance for Improving Resource Use 

As the analysis in section 3 above demonstrates, the central technical agencies in the 
Ministries of Agriculture, Livestock, and Water & Forests do not now meet this need. 
Civil Service personnel are demoralized. They are concentrated in national and 
provincial headquarters; those in field posts lack resources (transpon, travel budgets and 
technical inputs) and incentives (adequate pay, peiformance rewards, and expense 
allowances) to serve the "peasant masses." Numerous evaluation reports suggest that 
without retraining and regrouping in interdisciplinary work teams, even if available, many 
of these technical people can not make the appropriate technologies acceptable and 
applicable to current users. On the other hand, many technologies for more productive, 
resource-conserving, more profitable systems already exist. They could be made 
available in the near term if the delivery system were changed. The changes would have 
to provide for improved interservice collaboration for the kind of interdisciplinary work 
needed to address prevailing mixed-production systems. Technical service must be 
extensively available, beyond the bounds of donordefined projects. 

- (2) The Second Constraint: Permission to Organize for Better Resource Use 

Perhaps even more important than the absence of effective technical assistance is the lack 
of organitational (institutional) options for managing the resources. Current law docs not 
pennit the range of experimentation with innovative resource use and management - regimes that could respond to the n d .  The examples are plentiful. A few are cited 
following: 

- 
- 

-_ _ - ._ _ _ o --- _ Then am over 10,000,000 cattle in Madagascar, ranging on 60% of the land. -Yet - -  - - -- -- -- - 

- groups of pastoralisu cannot now gain title or legal group use-rights to a given 
area of the now open access (public domain) grazing lands. If they could, known 
methods could be applied for rotating herds for intensified-grazing to allow - 
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life from unmnmllcd prairie-firing could be essentially eliminated with the natural 
revitahtion of nutritious vegetation. Herds, drawn to managed salt-licks in 
e d e d  veas (lavnka zones), could help reverse the effecu of erosion as hundreds 
of hooveq rcak through hard pan, ridges, $ullies and ravine embankments to 
encourage regrowth. 

After seven years of assistance from the Swiss in the ZODAFARB program, 
highland peasants have been unable to obtain tides to the public domain 
properties as promised by the Government - which they have reforested for 
individual and group woodlot management. 

Of neatly a million hectares of land under irrigation, over 700,000 is in small 
perimeter systems of less than 200 hectares. Yet the governments' small 
perimeter strategy @PI) docs not give the farmers full f d o m  to orgvlize self- 
managed water-user associations, with enforcement authority for feu and labor 
contribution rates. 

o Natural forests in rural villages cannot be reverted to local ownership for 
managing take-off by the local community most affected by current open access - 
and a lack of sustainable-use management. - 

5.3 Removing the Constnints: An ~ i t " t l o n a 1  Issue 
- 

( 1) Extending Technical and Supporting Assistance: 

Although the current funding for and the organization of technical agencies is 
unresponsive to demonstrated need, it could be reorganized in the near term to reach the 
peasant producer. The common prescription to do so is called "decentralization." This 
general prescription is found in nearly every technical repon from donor agencies who 
have looked at the present organization of agriculture related agencies. The KEPEM 
PAAD design uam has concluded that "decentralization," although indisputably a 
necessary condition for meeting the technical needs of the rural population, cannot be 

- 

achieved without greater specificity in the prescription. In other words, what am the 
specific ways in which the decentralization of services could be achieved and at what 

- calculable cost and in what time frame? A range of options is discussed below. 
- 

(2) Permission to Fonn Appropriate Organizatioos: 

- Neither local governments, as now constituted, nor field offices of national agencies, have 
either the legal authority or the resources to respond to the organizational and technical 

- - . - -. - - 
needs of first-linenatural resource users. They are not permitted to form practical _ 

common property or limited-access regimes (such as a group managed pasturcge domain 
or a village forest) under their authority, nor can they legalize self-designated user- 

- groups within their jurisdiction to operate (such as a water-user's association with fee- 
setting ~ w e r ) .  But such l e d  authoritv could be given. And with it. local public 
economies could begin to flourish to replace the governmental control-oriented, 

nvalized systems that now inhibit experimentation and appropriate local organization. 
Such an adjustment in legal capacity would require a more responsive and flexible land 



tenure order, with greater ease in effecting individual and group titling and use-rights, 
The transaction wsu under the present system am far too high. The public domain is far 
too extensive and impenetrable. With only 5% of all land in Madagascar titled, 
ownership incentives for improving resources under use are denied while the "tragedy of 
the commonsn continues. Ownership and clear use-rights incentives are among the least 
vied and most important means for stimulating resource nurturing behavior among 
producers, AS pan of a scheme to decentralize service, could not authorities be devolved 
for creaung self-governing resourceuser regimes? An approach to doing so is suggested 
following. 

6. Toward New Legal Authorities for User-managed Natural Resource Regimes and 
Decenaaliztd Systems of Technical Assistance 

6.1. A Government Commitment to Test New User-Management Regimes 

The issues involved in improving the framework for management and governance of 
natural resources by first-line users are multiple and complex, They include resource 
property rights, whether they are assigned to individuals, families, lineages or 
communities. They involve the problems of establishing the boundaries of specific 
natural ecosystems, of defming authorized and non-authorized users, of controlling use 
patterns to ensure sustainability, providing for investments to regenerate and protect 
natural resources, raising the means to govern, manage, and upgrade renewables, and 
finally, to resolve disputes relating to property, access, use and investment rules. 

This complex of issues has no easy solution, and undoubtedly has no single solution in a 
country with as diverse a range of environments, production systems, socio-tconomic 
organization and local potitico-legal arrangements. Research to clarify these issues is 
necessary. The following approach, developed in a collaborative fashion with Malagasy 
team members, represents an approach to testing various solutions to the problems of 
sustainable natural resource governance and management in Madagascar. 

(1) The GOM should agree to the implementation of a small number of short preliminary 
investigations organized in different regions under the aegis of ONE. These will result in 
a series of propositions to deal with problems confronting I d  natural resource users, as 
listed below, These propositions should be tested in experimental sites, Propositions 
must indicate how existing legislation and formal rules, properly publicized, or special 
exceptions to these rules as necessary, will transfer effective authority with regard to the 
following problems to local natural resource users in the test sites: 

o LAND AND NATURAL RESOURCES: the GOM will transfer clear title to 
. _ _  __ - lands and to natural resources utilized in local production sysums, whether these _ - _ - - _ -- 

systems arc based on agriculture, stock-raising, forest, fisheries exploitation, or 
some combination thereof, to individuals, families, lineages, decentralized 
collectivities or other communal groups as appropriate, depending on the nature of 
the rrcnwrr a n d  irc r r n l ~ t a t i n n .  ' 



tho QOM will authorlm 
through their own 

o RULE-MAKTNG AND MODIFICATTON AUT)IOlUTY: 
and publicize in the test ~ i u s  thc authority of local p p l a ,  
decision making mechanisms (Populu Councils, irrigation, pasto&, flsherlu md 
forestry associations), to makc binding rules concerning access to, protection and 
tcms of use of, and invcstmant in target natural resources; formulated as dim, 
these rules can be modified on the sole initiative of the I d  p p l c  who forrnulata 
them; these rules will however be defined and limited, through negotiation before 
they are findized, so that they do not ~nterfcre wlth existing GOM cnminal 
Icglslation; 

o RULE-APPLICATION AUTHORITY: the GOM will authorize officials of local 
governmental units ("collcctivitts d6centralis4aU ) to apply t h w  m l a  thcmsclves 
and, in c a w  of difficulty, to obtain assistancc from state adrninisuativc and police 
authorities to ensure that rules are respected; 

o RULE-BASED CONFLICT RESOLUTION: the test zone local governmental 
units will be authorized to resolve disputes concerning natural resource rules, often 
formulated as dim, through conflict resolution procedures that will be specified 
before local rules become effa3.W appeals procedures will also be specified 
before local rules become effective; 

o MOBILIZATION OF RESOURCES (LABOR, CASH AND RWCIND 
CONTRIBUTION) NECBSARY TO GOVERN AND MANAGE NATUICAL 
RESOURCES: the tcst zone local government units will be authorized, at their 
sole initiative, to lay and collect taxes, mobilize labor and require in-kind 
contributions within defined geographic domains and specified taxing limits. 

The GOM will then move to modify rules concerning the above set of problems in a 
series of test sites, the precise location and number of which remains to be determined. 
Sites will be generally located in the vicinity of protected areas when the SAVEM project 
is active. The sites will also be selected in light of ongoing local natural resource 
management initiatives around four types of resources: forests (woodstocks), imgation 
systems, pastures and fisheries. 

In those sites the GOM will agree to modify resource tenure, governance and 
management rules on a permanent basis to tcst the impact of rule changes on the behavior 
of first-line users. The working hypothesis underlying these changes is that they will, by 
improving first-line usen' incentives, induce them to change behavior and adopt natural 
resource management and governance patterns that will increase the sustainability of 
existing production systems. This should in turn, lay the groundwork for moderating or 
even reducing the growing p m u n  on remaining forest and marina areas where -- --- - 

- - ------ -; - 

biodiversity remains substantial. These changes will be broadly publicized in the test sites 
to make sun that users understand how the rules have changed, and the initial 
implications of these changes. To provide a f'ull test of the impact of rule changes, it will . r-- .L:- ----- -tee 
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fust-line users in the test sites have access to assistance from NGOs and to 
opriate technical information when and as they wish it. 



(4) Malagasy and expamate researchers and technicians will operate as action research 
teams in the sites. They will collect baseline data, particularly on the organization of 
production systems and on existing local natural resource management rules in the context 
of the organization of local and overlapping governance arrangements. They will then 
work with local users in a participant observer mode, recording changes as they do so, 
They will pay parucular anention to local values, the process by which dins (local legal 
covenants, des~gned and acceptEd by those to whom they wdl apply, to achieve some 
PUrpoW~ 

Finally, the GOM will decide on appropriate rule changes necessary to facilitate better 
I& natural resource governance and management by first-line users, including new 
authorities fo: local governments. These rules will be adopted, and widely publicized. 
These rule changes may well take the form of enabling legislation that usen an invoke at 
their own initiative to establish resource management activities when they conclude 
management and governance of natural resources is appropriate. 

6 Institutional Changes through the KEPEM Program 

(1) Counting the Costs and the Benefits of Change 

Dunng the course or PAAD design fieldwork, GOM officials indicated readiness to 
consider major changes. This included the possibility of shifting positions from central 
and provincial headquarters to field service locations. The key agencies involved, that 
provide local resource users with these services, arc: 

' MPAEF: Directorate of Water and Forests PEF)  
Directorate of Fisheries @PA) 
Directorate of Livestock @EL) 

MINAGPU: Directorate of Agricultural Extension @VA) 
Directorate of Irrigation @IR) 
Directorate of Pammony and Agrarian Reform 
@PEW 

Now reorganized under separate Ministries of Water Forests, and Livestock 

Members of the team examined the possible costs of a simple dcconcentration initiative 
(see separate Institutional Financial Analysis Annex for detailed calculations and tables). 
Their estimates assumed that 50% of existing positions at central and provincial 
h e a d q m r s  in these agencies would have to be reassigned to fust-line service units. 
They also assumed that these units would have to be equipped with transportation (4x4 
all-purpose vehicles and all-terrain motor bikes) and adequate support supplies and 
experimental inputs. - -- - -- .- -- - -- - .  - -  - . - 



Hypothesis 1: if the above actions were taken, but no change in civil service salaries and 
allowances wm made the additional costs to the GOM of simple "dtconcentration" would 
bc: 

Year One: S 26,550,000 (nearly 5; 26,000,000 in initial investments in vehicles and 
supplies) 
Year Two and Therafter: $ 42 1,000 per year, 

Hypothesis 2: if at the same time that the above deconcentration was carried out the 
GOM also implemented a new civil service salary and allowance schedule that brought 
them up to the current cost-of-living guidelines, the additional costs to the GOM of 
simple deconcenmtion would be: 

Year One: 6 33,600,000 
Year Two and thereafter: f 10,110,000 per year. 

Many of our interlocutors believe that deconccnmtion of staff without a change in the 
civil service financial incentive structure would produce little benefit. It was argued, 
therefore, that for the scheme to have significant impact, only hypothesis rwo should be 
considered. (It was argued that the GOM could ease into the scheme implementing over 
3 to 5 years. Even so, the cost in a five year pcnod would be over S 80,000,000). 

Examining these costs, it was concluded that a simple deconcentration scheme should not 
be recommended in KEPEM. 

On the other hand, our analysis demonstrates that an appropriate form of decentralization 
of the service system must be accomplished. A model that was examined would have 
recommended abolishing about 50% of existing positions, including all field agent jobs 
and one-third of the administrative cadre. These positions would be reallocated to new 10 
to 15 mcmber interdisciplinrvy service units in 100'of the 113 Fivondronana. (The 13 or 
so urban jurisdications were excluded). Salaries and allowances would be raised to cost 
of living standards. They would be highly mobile with adequate vehicles to cover their 
territory and well supplied with support budget, equipment and experimental inputs. 
After estimating salary savings for the nearly 4,000 positions that would be saved, the 
gross cast estimate for maintaining the new system was no more than the savings. 
However, the start up costs for vehicles, equipment and stocks would have been nearly 
s 15,000,000. 

But given the other options that can be pursued - using NGO service bureaus at the 
Fivondronatll level, turning the function over to Fivondronana governments, or 
privatizing much of the system, we concluded that further detaild financial analysis by - 

-- - . -- --  - 

the team war inappropriate. Factors other than cost alone would have to weigh heavily in 
the GOM calculations of the benefits to be received from each alternative. - - 



SllMMARY AND CONCLUSION 

This institutional analysis has becn a combination of information about the complexity of 
the institutional mix participating in Madagascar's Environmenul Action Plan, of 
problems associated with that mix in political and operational and policy terms, and of the 
opportunities for strengthening the emerging institutions and creating new ones to serve 
the goals of the W,PEM progm. 

At  the national level the focus has becn on ONE, and tne key collaborating agencies, 
ONE'S central task is policy formation including the generation of appropriate rules, laws 
and regulatory systems. However it cannot fulfill this task without effectively 
coordinating, monitoring and evaluating all activities within the EAP, The plan of action 
to support ONE and the institutional structure at the center is found. The nacessary 
conditions to its success have becn identified and included within the KEPFM smtegy. 
In the end, however, it is suggested that it is ONE'S role as institutional innovator - a part 
of the policy analysis task - that will result in the greatest impact on the future of 
Madagascar's environment. No blue-printed program design should y to replace that 
creative and important function. 

However, the most pressing institutional issues are local. If the first-line natural resource 
users do not change their behavior, Madagascar's biodiversity is at grave risk. The goal 
is to achieve a voluntary, self-interested shift from resource destructive production 
systems to new forms of natural resource management that are sustainable and will 
conuibute to tangible and fairly rapid returns. The technologies, it is believed, are 
known, but they must be made available: more intensive, less extensive agriculture and 
pastoral systems; reduce tavy - slash-and-bum - agriculture in and around forests and on 
hillsides; reduce or eliminate the use of bush fires as a regrowth management system by 
pastoralists; contain pasture encroachment into forested arcas; manage forest product 
take-off; encourage labor intensive ago-pastoral industry, product commercialization, and 
employment generating eco-tourism enterprises; undergird these and other initiatives with 
local socio-economic self help measures such as better schools, potable water systems, 
hygiene and health, etc. 

To that end, ONE will have to take the lead in studying how the institutional rules can be 
changed to provide local natural resource users with the incentives to take this path. The 
process for doing that is also provided for in the KEPEM strategy. If these studies result 
in the anticipated changes, then sufficient conditions will be met for the success of the 
program. The challenge is great. This analysis could not produce a prescription for a 
final institutional design that is best for Madagascar to achieve its environmental goals. 
But it has laid out a process by which, with timely and appropriate assistance, technical 

_ _-_ - - - _ _ and financial, those who have the most at stake - the Malagasys -themselves_- can-indeed - - - -- - - .- - . 
find the institutional solutions that will work for them. 





FORESTRY ANALYSLS 

m e  purpose of this Annex is to highlight the principal problems concerning the 
protection, management and development of forest resources in Madagascar, and to 
indicate areas where some of these problems might be solved or alleviated by means of 
policy and other interventions. The Annex does not analyze the entire forest sector as 
previous documentation exists for that purpose (Green and Sussman, 1990; 
MPAEFIDDA, 1990; Pellek, 1990; PNUDIBM, 1987; World Bank, 1988). It is clear 
that NPA such as KEPEM cannot address directly some major threats to the fomu  of 
Madagascar such as shifting cultivation (tavy) or demographic prcssure and relared 
expansion of cultivated areas. Nor can it address questions such as the intensification of 
agriculture and livestock husbandry which, together with the development of the 
secondary and tertiary sectors of the economy, are of strategic imporrance for the long- 
term maintenance of forests and other biodiversity. These issues an not, therefore, 
raised systematically in this Annex. The Annex does, however, discuss tavy at some 
length because this immediate threat, which has long defied fundamental technical and 
social solution, must remain at the top of the policy agenda, whether or not policy 
interventions are feasible today. 

2. -~rcas in the F- 

Effective management of a resource starts with a sound knowledge of the quantity, 
quality and dynamics of that resource. In the we of Madagascar forests, information is 
missing, incomplete, outdated or inaccurate. Statistics from the 1950s are still being used 
although they are so obsolete as to be irrelevant. The last reconnaissance inventory is 
now 11 years old, Sylvicultural knowledge (species composition, gmwth rates, etc.) of 
the humid forests (some 6.4 mill. ha according to DEF estimates; only 3.8 mill. ha 
according to recent satellite imagery) is fragmentary at best. Critical information 
concerning valuable indigenous hardwoods (a resource of national importance) is largely 
unavailable: volumes, age classes, regeneration, dispersal, etc. 

Steps an, however, being taken to remedy the poor data base. Analysis of satellite 
imagery is beginning to provide accurate and up-to-date data on forested areas and rates 

- . - - - __ __ 
of deforestation (Green and Sussman, 1990). The national forest inventory called for 

. - - - - - A - 

under the Forest Policy of 1987 has now been started as part of the Forests Management 
and Protection Project (GPF; TBRD, Swiss and Norwegian co-financing; 1988-94; mid- 
term review in March 1992; GPF is the broadly-based successor to the second. Foresvy 
Development Project). The initial phase focus& on the Moramanga region (supply of - - 



inefficient collection. In general, DEF is marked by bureaucratic inertia (it usually takes 
6 to 24 months to obtain a cutting permit even though permits are hardly checked against 
quotas or management plans), and is not acting as the monitor and manager of a 
substantial national resource. 

The proposals for restructuring have been in the direction of streamline HQ (fewer 
sections; more emphasis on monitoring, evaluation and planning) and of more emphasis 
on direct field operations (more professional foresurs in the field). DEF has also been 
urged to stress extension, and to deal more directly with farmers through local projects. 
Cost recovery is discusstd below under its own title. DEF has becn advised to devolve 
more managerial authority to the SPEF and CIREF levels; such a decentralization has 
already taken place to some extent in Faritany 'Antsiranma but largely at the initiative of 
the Provincial Forest Officer. 

Above all, DEF should be assisted in making the transition from pro forma 
administrative "responsibility" for the national forest estate to m e  'stewardship" of this 
resource, which entails fundamental changes in outlook and attitudes and not simply 
institutional restructuring. The hallmarks of this stewardship are a reasonably complete 
knowledge and understanding of the resource for which DEF is responsible, the 
availability of means to monitor the status of the resource, a grasp of the sustainable yield 
(admittedly difficult in the humid tropics), application of realistic market and societal 
values to the resource, and the means (knowledge, information systems, professional 
commitment, manpower, etc.) and willingness to manage the forests purposefully. 
Stewardship also implies the willingness and ability to generate revenue from a resource, 
and to invest in the maintenance or even expansion of that resource. Stewardship is a 
form of institutional completeness for the maintenance of a particular resource. 

- DEF has been assisted primarily by the GPF project in its restnrcturing efforts but it 
remains a weak organization, in large part because of a managerial gap and because the 

- problems of inadequate salaries and operating budgets remains unresolved. The gap is 
due in part to the interruption in forestry training in the early 1980s, which means few 
middle-level managers today. 

Training is now being supported under two Swiss- and one French-financed projects. As 
- in all countries, DEF has also had difficulty making the transition from a conventional - 
- service devoted to indusaial plantations and policing functions to a more scrvicesrientcd 

agency. Since 1984 DEF has also been faced with many new responsibilities related to 
nature protection, to the point where some of these responsibilities were hived off to 
ANGAP in 1990. This move has becn seen as a mixed blessing as it has perhaps 
weakened (or at least not strengthened) DEF, 

- -- --- ._ _ _ _  _ -  - - -  - -  a - -- - ---  
Given the status of DEF ;md of existing donor support of this organiation, the 

- appropriate role of a program such as KEPEM is to support directly or indirectly reforms 
that arc already underway, and to encourage other reforms in close consultation with DEF 

- and the other donors in the&mst3/ wtnr ~ ~ n @ m f g ~ ~ ~ - m :  - 



The obstaclu to rural afforestation include lack of motivation among farmers (which 
may or may not be "perverse"; res~stance to rural trce planting is often economically 
rational in the near term), insecure land tenure, ineffective foresy extension, lack of 
critical inputs such as seed or sdlings,  brush fires, labor competition at tree-planting 
time, land-use conflicts, and inqppropriatc rules (cage, inability to dispose freely of 
planted trees on private land), etc. 

Conversely, rural afforestation is usually promoted, in a rough order of decreasing 
importance, by: 

o the existence of cash markets for tree products that can be produced on 
short rotations (eg., poles, fruit, fuewood) (products that q u i r e  longer 
rotations such as timber and sustained charcoal production arc more 
problematic for the small farmer); 

o secure land tenure, as well as ability to acquire additional land of marginal 
agricultural value; 

o the need to mark property boundaries; 

o the need to meet immediate and clearly perceived needs (shade, fruit, 
windbreak, dry -season fodder, etc. ; firewood is a special case, cf. below); 

o effective extension (timely and persuasive messages and inputs in response 
to felt needs; use of multiplier mechanisms to reach a wide audience; 
understanding of roles of trees in entire productive systems; promotion of 
on-farm secd collection and tree nurseries as opposed to cenaalized 
nurseries; technical competence and trust of the people, etc.); 

o firewood scarcity; however, even acute scarcity is often a weak incentive 
so long as substitutes (e.g., crop residues) arc available. 

It should be added that appeals to environmental protection or improvement, 
especially of an absaact nature, arc usually ineffective in forestry extension. 
Environmental improvement should be aimed for indirectly as a by-product of tree 
planting in response to more immediate needs. 

Given these attributes of rural tree planting, promising areas of programmatic (as 
opposed to project) support lie with the =form of the land-tenure system (cf. 
ZODAFARB procedure), with fiscal and legislative reforms designed to favor the trce 

- farmer ( e e y  the woodlot owner who produces woodfuels on a sustainable basis), - - - -- - - - - 

and with the better integration of field khnical senices that, in turn, promotes 
multipurpose tree planting. In this respect, the experience with the Programme For& et 
DCveloppement paysans (FDP) (Faritany ~ntananikivo), which follows six years of . . . . --- at ~ r n t m w i o r s y - @ x ~ ~ ) , W i b ~  

- relevant to the aims of KEPEM, and may provide principles for wider diffusion. The 



total revenue, but this seldom occurs in practice; on the other hand, some 
local governments (notably in a region marked by private woodlots near the 
capital) have instituted effective taxation systems for wood products 
(Bemand, 1989, Vol. IT), 

Against this background, institutional and policy reform should address the following 
issues: 

0 revision and publication of a schedule of stumpage fecs based on aue 
market values and replacement costs of the various categories of forest 
products; further studies are needed to provide the necessary economic and 
other data required to calculate the Stumpage fees and their economic 
repercussions; in the meantime, however, the present fecs could be 
ahitrarily adjusted so as to remove the most flagrant distoreions; 

the financial controls on the present collection system should be tightened; 
these controls include numbered, carbon-copied receipt books used by all 
CIREF forest officers; all forest officers should report monthly on nceipts 
used, amounts, and loggers' identificadon numbers; cenaalize reporting on 
collected stumpage fecs on a monthly basis; reconcile every month the 
amounts due in the National Forestry Fund as represented by totals of 
CIREF's billings, and the amounts made available in the National Forestry 
Fund; 

the National Forestry Fund should be made operational as revenue begins 
to be generated; it should be used to introduce or improve forest 
management (preparation of management plans, by private consultants if 
feasible; to execute certain forest operations (eg. thinning, pruning, etc.), 
by private contractors if necessary; the Fund could also be used to 
supplement travel allowances if the mobility of DEF staff is impaired by 
budgetary constraints; 

the entin system of revenue sharing among the various levels of 
government should be reviewed; proposals for revenue sharing in the 
foresuy sector already exist (Beraand, 1989, Vol, m), 



cope with reality. One mult was an acceleration of tavy in the 1940s, which in turn 
caused anotha ineffective phase of repression after 1950 (Coulaud, 1973; Ratovoson, 
1979). In the 19&, in the Provinces of Toamasina and Fianamnuoa, which include 
humid forest, the number of detectcd illegal clearances f lu~t~iwd between 150 and 600 
per year, involving between 400 and more than 1,000 ha, One muon for this increase in 
tavy was the cyclones of 1959 which destroyed rice paddies and f o r d  people back up on 
the forested slopes, This problem was to dog later projects, as described below. 

Tavy remains subject to prior authorization, as any other forest clearance, but it is 
inevitable that in remote area this rule is unenforceable. Theoretically there is only one 
DEF forester per 150 km2 of forest. On the other hand, the mle that tavy can only take 
up one-third of any one slope seems to be generally respected, probably because 
infractions arc more visible and, more importantly, because tavy farmers recophe the 
wisdom of this rule. 

The efforts to find "technical" solutions to tavy have a history not as long as that of 
repression, but long enough to reflect the difficulties involved. The efforts have generally 

- - 

been in the direction of: - 
- 

o concentration and Kdentarization of the forest dwellers, with the provision 
of health and other services as incentives; 

o establishment of permanent rice paddies on valley bottoms; 

o introduction of perennial crops such as coffee on slopes; 

o extending and improving tavy by means of legumes and agroforestry 
systems; and 

- 
o forced resettlement out of the forests. 

- 

- 

- The last 'solution* can be dismissed first. It was mooted in the 1950s and 1960s, at 
the time of the great acceleration of tavy after the cycloncs of 1959 and the demographic 
explosion after 1950 (Coulaud, 1973). As nearly as can be determined, ~t was never put 
into practice. Since then, the prevailing view has been that 'the suppression of tavy - 

cannot be considered an objective but as a result of changed circumstances" (Coulaud, 
- 1973, citing F. Vicariot, 1969). 

The concentration and scdentcrization of forest dwellers arc now goals to be achieved 
indirectly through land-use changes, although other means (e.g., the "test-villages" of 

- 
J - 

- -  - Andranomody and Ambohimitombo associated with "improved tavy'; roads; provision of - 
-- - ---- - - ---- 

services [Coulaud, 19731) have been used as well. 
- 



It is too early to tell whether AIVF will succeed where the other approaches have 
failed or failed to be adopted widely. Other projects have dealt with tavy. Thus the 
UNDPfFAO Savob project (1978-88) has emphasized improved land use on degraded 
forest land, as the name implies. The Savoka project hats been critized as having "pmise 
integrated activitiesw which require close monitoring and mining and which are, 
therefore, expensive and unsustainablc (World Bank, 1988), Elements of the Savoka 
project have since been merged into AIVF and into FAO's Watershed project (cf. below). 
~t Mananara-Nord, the UNESCOIMAB protected-area project is experimenting with the 
revival, improvement and diffusion of traditional agroforestry systems as alternatives to 
tavy, but progress is likely to be slow, mainly because of misuust of change and the 
continuing attraction of upland rice cultivation (R. Albignac, oral comm., 1991). Finally, 
FAO's Watershed project ("Msins versants") focuses more on certain environmental 
effects (erosion, excessive runoff, etc,) of improper land use, including tlyr, in fonsted 
regions. 

Given the history of tavy and unsuccessful attempts to control the practice in 
Madagascar, it is unrealistic to expect policy and other institutional interventions will 
have a major impact on this problem in the near future. A program such a4, KEPEM can, 
however, 

o monitor technical progress under A M :  and related projects, and assist with 
the diffusion of promising results by means of publications, workshops, 
etc.; 

o assist with the acceleration of the land-titling process, as some forest 
dweUers are beginning to show a preference for the food and land-tenure 
security provided by paddy rice and other more permanent forms of land 
use on valley bottoms; 

o support NGOs and other organizations that an trying to reach fonst 
dwellers. especially with multipurpose local development centers (primary 
health care; nutrition; agricultural and forestry extension, etc.). 

The four main issues under this topic an: 

o low ncovery raw in charcoal-making; 

- - -- - - - - - -o-  --1owncoveryratesinsawmiUng;- - - -  - -- - - - -  - -- b 

- 
0 poor management of private woodlots, mainly of wppiced eucalypts; 



prevention, obligation to reforest, etc,), and the logging contractor must post a bond in 
addition to paying stumpagc fces. In most cases, however, loggers tell DEF where they 
want to log, stumpage fees are negotiable between the loggers and the CIREFs, and post. 
logging inspections and bond-refunding arc perfunctory and routine, The obligation to 
replant is apparently seldom, if ever, met, 

, 

An ideal procedure for granting logging permits should include the following 
elements: 

0 

0 

0 

0 

0 

0 

0 

DEF grants logging permits (i.e,, "exploitations foresti&res" exceeding 10 
ha) only in anas for which there are at least reconnaissance inventories, 
and a rough definition of priority felling b l w b  (full-fledged management 
plans for most of the public forests arc unrealistic within the fonseeable 
future); 

logging permits should only be granted to bonded or certified logging 
contractors; DEF has recently introduced a policy to this effect; 

the logging permit is a detailed form that gives a precise loation of the 
felling block, if necessary marked by DEF staff; the permit includes details 
on volume, minimum sizes and other characteristics by key species, 
logging, skidding etc. methods, and on environmental conditions (e.g., 
streambank protection) to be observed; 

a bond of at least 100,000 FMG (more if the forest is particularly valuable 
or fragile) is posted and is refundable in full only if the conditions of the 
permit have been substantially met; the Provincial Bureaux du contentieux 
forestier mles in case of disagrament, and not the local forester; 

if necessary, loggers may cut only trees marked by a CIREF forest 
officer; 

a prior inspection of the felling block by the Nature Protection Service 
( S P W D E F )  or other duly delegated environmental agency may be a 
condition attached to a logging permit granted in areas where rare or 
endangered species are susmted, and a salvage operation may be 
necessary; 

logging permits arc obtained against payment of stumpage fees as published 
in the J.O., and loggers arc identified by number on all invoices and fund 

__ _Wansfen; rebared fees arc only possible for 3o i s  ordinaire"_in arcas of- - - -- - .- 

difficult access, and then only on approval by SPEF; 
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ANNEX XI11 

ENDOWMENT EUM) FEASIBILITY ANALYSIS 



Endowrncnt Fund Analysis 

Summary: M a d a g a r  Endawmcnt lor Eavlromcnt, Nature & Society 

Framework of armlysls 
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Rntionale tor the endowment 

Need for endowment 
a. sustaining funding 
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c. decentralization and local resource management 
d. local NGO strengthening 
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Comparison of major options 
a. Limited life 
b. indefinite life 
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a. mandate 
b. accountability 
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Description of endowment and a development plan 
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a. memorandum of understanding 
b. previous local currency accounts 
c. - - - changes in legal framework for NGOs - - -  - 

Development plan 
a. recruitment of Board 



To provide perpetual financial support, the endowment would function much as a 
foundation which invests its capital and spends interest income for charitable purposes. 
The endowment would manage its assets to preserve the value of the endowment's capital 
from domestic price inflation, 

The endowment would function as a "democraticu foundation which, because i~ Board 
membership incorporates a cross section of Madagascar society, would be able to forge a 
broad b a d  consensus on WISC stewardship of Madagascar's resources. Because the 
endowment would foster the growth of a national philosophy on resource management, i t  
would work to prevent environmentalism from being characterized as an agenda of 
foreign donors and NGOs. Once mature, the endowment should achieve an equal voice 
I,, a dialogue which includes donors, inumational NGOs, and the GOM. As an 
inmuuon rooted in Madagarcar society, the endowment would be able to mvJhal local 
support, both pclitical and financial, for efforts to preserve as appropriate, protect where 
n a ,  ;sary, and sustainably develop when possible, Madagascar's natunl rcwurces. 

The endowment's success would depend on achieving credibility in the eyes of the 
Madagascar community of NGOs and the international donor and foundation community, 
Credibility in the MGO community would require from the start that the process of 
establishment allow for all members of that community to parucipate - especially in 
selecting a Board of Duectors for the endowment. 

The process of establishment would be governed by an agreement between AID and the 
GOM via a "Memorandum of Understanding" (MOU), The MOU would outline the 
stages of a three year process for selecting a Board and creating a secretariat. In effect 
the MOU would set the terms under which the GOM would invite the Madagascar 
community of NGOs to cooperate to form the endowment's Board and the administrative 
secretariat. In giving guidance for the ptxess the MOU would: define the broad goals 
of the endowrnent; lay out the conditions under which thc GOM would fund the 
endowment; set the terms of the fundint instruments; and, specify percentage . 
composition and powers of Board. The MOU would be the vehicle through which AID 
would outline the overall goals of the endowment's first program areas for grant making 
and describe the whnical assistance it would provide during the period of establishment. 

The GOM would fund the endowment from local currency "freed up" as a consequence of 
- AID'S making a Non-Project Assistance (NPA) grant to the GOM, i.e, the KEPEM 

- 

program. Because NPA dollars would be used to pay foreign debt service, the local 
currency which the GOM had set aside to purchase foreign exchange to pay that debt 

= 
service could be reallocated to another purpose which is mutually agreeable to the GOM 

- and AID. In this asc the GOM would agree to put the reallocated local currency into a 
- . * -  A -. - special CcntraI Bank ilcwunt. When the endowment has met the requirements of the - - - - - - - - - -- - . -- 
- MOU, the Centd Bank would grant notes or obligations to the endowment drawn against 

that account. The notes would be assignable to ensure that the Cenval Bank would honor - 
them. 



1. Conclusions i ~ d  ncommendations of KEPEM PAP 

The KEPEM PAIP states a goal of "developing institutions and resources at the national 
and local level to ensure the sustainability of natural resource pr- ,̂;don and economic 
growth." A key thrust of KEPEM is creating an endowment wlr 'd~ u t s  to strengthen the 
influence and effcctivcness of the local NGO sector in both policy dialogue and in project 
implementation as well as to provide a long term sustaining source of financial resources. 

The PAIP stam that the "GOM would be required to establish a separate account into 
which local currency would be deposited. A portion of these funds would be used to 
finanw inurventions at the local level and the rest would be used to sustain I d  
development and the publicING0 support systems necessary to mobiliu! and sustain local 
initiatives." The creation of an endowment would provide both a mechanism to provide 
these resources as well as a resource to strengthen the "NGO support systems." 

The KEPEM PAIP also calls for a review and reform of the legal framework of the GOM 
which guides the formation, funding and project activity of locally incorporated NGOs. 
The PAAD proposes that this review take place concurrently with, and as an integral part 
of, the process of dialogue between the GOM and the Madagascar community of NGOs. 
This process is described in a later section of this appendix. 

2. History of local currency programming in Madagascar 

The creation of a I d  currency endowment marks a turning point in the method by 
which local currency is programmed. There an two factors which give impetus to this 
change. One is the fact that the local currency associated with KEPEM is not 
"genelatedm as in the past with PL-480 or other programs zhich have involved the 
collection of local currency from the sale of commodities. The other factor is AID'S new 
authority to create local currency endowments which can be managed so as to use the 
interest rather than the principal for funding programs in furtherance of the endowment's 
Purpo= 

Traditionally, local currency funds have been deposited in a special account of the Central 
Bank. As AID and the appropriate agency of the GOM have agreed, funds have been 
dispersed from these accounts to a project implementing agent, almost always a private 
voluntary orgylintion (PVO) which has been recognized by both the GOM and AID. In - 

the environmcnol field, PVOs which have received funds or which plan shortly to do so 
include the Missouri Botanical Garden (MBG), Duke University, and the World Wildlife - 

- --- - - - Fund 0, - - - - -  - - -- - - ---- -- - - -- - - 
- 

3. Summvy of current AID authority to create endowments 

either development assistance @A) or economic iiuppn funds 
a debt swap mechanism. This authorization. as stated in the G 
Protection 'Act of 1989 and the FY 1990 Appropriations, and as interpreted in policy a 

E 



The need for credit delivery is b a d  on the following program design parameters 
estimated by the KEPEM PAAD team, They estimate that there would be a need to make 
grants of an average site of $2000 worth of local currency to twenty local communities 
(of the lowcst size averaging 1500 persons) in the second year of KEPEM; to 40 local 
communities in the third year; to 80 in the fourth year; to 100 in the fifth year; and to 50 
per year from fund recoveries afur that. 

The need for suengthcning local NGOs would be partially met through the grants 
program of SAVEM; however, there is a need for a second channel of money which can 
be used upon application for grant money assistance by local NGOs to the endowment. 

5. Constraints 

The design for the endowment must meet several constraints which derive from the nature 
of the needs to be addressed by the endowment as well as restrictions on the way local 
currency monies an created, managed and accounted for under the rules and legal 
frameworks which govern each stage of fund msfer .  

a. timeframe 

Each tranche of KEPEM will free up local currency, The amount to be placed in a 
special account for the endowment would be determined as all conditionality is reviewed 
at the time of the tranche, The amount of local currency set aside for the endowment 
would remain in the special account until the special set of conditions are met for the 
transfer of this money to the endowment. It is anticipated that the first and possibly the 
second tranche's worrh of local currency would remain in the special account until the 

- special endowment conditionalities have been met. Subsequent tranches can be deposited 
and msferred at the same time. The delay between deposit in the special account and 
transfer to the endowment reflects the time it would take to organize a proper Board of 
Directors and a competent and reliable system of management for the endowment's 
programs and finances. 

- 

b. thelocalNGOscctor 

- SAVEM contains a program for small grants in suppon of the local and international 
NGQs operating in Madagascar in environmental and biodiversity programs. KEPEM 

- would extend and enhance the support planned under SAVEM in two ways. The first 
way is by making KEPEM grants conditional on a review and reform of the legal and 
policy framework controlling the actions of local NGOs. The second is via the 
endowment. The endowment would extend the spectrum of eligibility to include the 

, -- - - -entire range of national and local level NGOs which are capable of working to strengthen - -  - - & - 

the capacity of local communities to assume more responsibility for their natural resource 
base. Additionally the endowment Board would be dominated by local NGOs, thus 

- giving them a continuing strong position from which to participate in the national policy 
- U d w s .  



EX. Ratioarb for the andowmeat 

1. N d  for endowment 

If AID seeks the participation of a broad representation of the Madagascar community of 
NGOs in the process of designing an endowment, then AID needs to offer general, but 
clear, guidance about what AID expects of the endowment. The KEPEM PAIP and 
AID'S legislative authority for creating endowments offer general staEments of purpose 
which can be offered to the Madagascar NGO community as guidelines for building a 
consensus about the endowment. These statements may be summarized as the following: 

provide n long-term source of funds for sustainable development and the renewable 
natural resource conservation activities o(NG0s and local communities; 

*. 

inc- pnrticipation by as broad a range &possible of Madagrrcu NGOs in the 
facilitation and implementation of sustainable development and resource conservation 
activities; 

create innovative mechanirmf for supporting sustainable development and renewable 
natural resource conservation through decentralization, stronger NGOs, and 
innovative partnerships among NGOs, esvernment agencies, and the private sector; - 

and, 

develop n sound management structure which, because of its effectiveness, would 
attract financial support from other donors, including bilateral, multilateral and - 

private foundations. 
il 

This list of endowment purposes is explored further in the following sections, which arc 
intended as a statement of the needs to be addressed by an endowment. In section IV, the 
way an endowment might meet these needs is discussed more fully. 

a. sustaining funding 

Whatever the process for design of an endowment, the end result should contain a 
detailed strztcgy of how to provide adequate financial and program management. This 
need is particularly important for two reasons: 1) long term security of funding requires 
sound management of the endowment's principal to ensure a steady income; and, 2) 
unlike existing local cumncy accounts over wh~ch AID has a continuing management 
role, this endowment would, once established, not be subject to AID oversight. 

- - - - - -- - - - -- . - - - - - - - - - -- -- - - - - 

The-endowmart mechanism is an opportunity to "forward fund" activitiesuking \r 

advantage of the recent (1990) changes in AID'S authorizing legislation (the Foreign 
Assistance Act or FAA) which now allows for the creation of endowment funds which 
can retain earnings from investments. These legislative changes were made to allow the 
use of an endowment to "park" funds so as to provide for the long-term needs of 



While the Id c u m c y  funds generated from a debt-for-nature swap may be used to 
create an endowment, direction of project activities funded by the interest from these 
funds remains with the intermediary organization chosen to arrange the debt swap. The 
direct endowment option would allow for a broader range of NGOs to pa~cipate in the 
setting of priontia for endowment funding areas as well as to receive the benefits of 
sustaining funding suppon from the endowment. - 

- 
, The process of forming a Board for the endowment is crucial to the participation 

- 

question. If the process is open to all local NGOs which represent constituencies within - 
Madagarcar society, then participation by a broad range of NGOs would be much more 

- 

likely to happen. On the other hand, if the formation process is limited to a fcw and 
conducted in secret, then it would be difficult for other NGOs to view the mult as an - 

institution dedicated to broad panicipation. 

The Philippine case example offers a lesson on the value of a mspannt  process. At a - 

c ~ c i a l  stage, the Philippines NGO community reacted strongly to what they perceived as 
AID'S unilateral action. The Philippine NGO community in effect demanded that ali 

- 

decisions affecting the shape of the endowment be Laken in consultation with a broad 
representation of that community. AID and the WWF have responded positively to the - 
NGOs' declaration by announcing that the process of developing a stnrcturc for the 
endowment would be mly collaborative, - 

c, incentives for local resource management 

A central component of the KEPEM program addresses incentives to encourage more 
local initiative and responsibility for management of renewable natural resources. The 
endowment design process would need to incorporate as much input as possible from 
local NGOs which have ideas to offer based on their experience in working with local 
communities. The endowment design process would need to focus on a statement of 
goals which would allow the endowment to suppn the growth of the capacity of local 
communities to plan and carry initiatives aimed at improving resource use, increasing 
income, and marketing of products. 

The endowment could support local initiatives in several ways: it could fund NGOs 
- 
- 

- 
which are able to work with l d  communities in identifying resource problems and - 
opportunities, provide technical assistance, and help to form cooperatives for credit, 
inputs, and marketing. Since many of these strategies would involve closer collaboration 
between NGOs and governmental extension agents, the endowment's suppon would create - - 
an indinct incentive for governmental agencies to strengthen their field presence in order 

partnerships withlocal NGOs. _ _ - --- "--- - -- - - ---- - - 

d. I d  NGO strengthening 
- 

The endowment should have a broad nod of identifving and sub~ortine NGO-bawd 
activities which contribute to sustainable use of renewable natural resources. Presumabl 

- - 
endowment would support NGOs in these efforts through long-term 
elopment, training, information gathering, and planning. This stren 

occur at two levels. At the grassroots, the NGOs which xrve local communities' needs - 
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ii. 

iii. 

iv. 

The U.S, non-profit negotiates in advance with the Central Bank of country X 
for a swap "quota" (say $5,000,000 in face value of dcbt) which would allow 
the non-profit to swap notes it would purchase for local currency obligations 
of the C e n d  Bank at a set exchange rate. Note that this swap may occur in 
several uanchcs up to the total of face value agreed to by the Central Bank. 

The U.S, non-profit then goes to the secondary market in the dcbt of country 
X to purchase CenuaJ Bank obligations from U.S. commercial banks at the 
prevading market dlscount of 60% in country X (i.e, buyr notes with a face 
value of $2,500,000-note that the market discount is different in different 
countries and varies over time in each country as a result of many factors, 
including political change, shifts in international commodity prices, debt 
restructuring plans, as well as the supply of money from donors for the 
purchase of debt instruments in the secondary market). 

The U.S. non-profit then swaps the notes for local cumncy obligations of the 
Cenval Bank, usually at a redemption discount on the official exchange rate, 
say 2096, and often with staggered dates of maturity and interest (thus the 
U.S. non-profit in country X would get a package of obligations worth 
$2,000,000 in the local currency of country X). 

v. The U.S. non-profit then turns over i e  local curnncy proceeds of the swap, 
whether in cash or Centml Bank bonds to its counterpart local NGO which 
may or may not be an affiliate of the U.S.NG0 for funding of a program of 
conservation activities, typically including some or all of the following: 
surveying biological resources of particular note, determining what land is 
worthy of status as a national park or protected area, buying land found to be 
prime habitat for endangered species, setting up park management plans, 
sponsoring research into endangered s p i e s  and their habitat, paying for the 
services of park rangen and guards, educating the public about conservation, 
training park staff, employing local residents, etc. 

Each of the panicipants in a "debt-for-nature" gains a benefit: the donor gains a bigger 
impact from its grant through the leverage of the secondary market discount; the 
international NGO gains funding and the considerable value of free publicity from 
ananging a swap; the Cenval Bank of couny X retires debt; and, the local NGO 
partner (or affiliate) of the international NGO gains support. 

b. Use of debt-for-nature swaps in Madagascar 

- -- - - -  - The first debt-for-nature swap in Madagascar followed the pattern just described:- The-- . 
WWF negotiated a swap quota ceiling of $3,000,000 of face value with the Cenval Bank. 
Up to now 0 then have been two transactions under this quota ceiling; the first 'tranche" 
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d. CONS of debt-for-nature swaps 

In the US. the community foundation concept is widespread and offers many examples of - . . u ~ ~ e w & j ~ i C C ~ - - - - - - -  -commmriipfomrciaM-- 
to public education, local arts, community services, poverty alleviation, civil ri 
well as local environmental problems. Many community foundations were es 
local philanthropists, others by church councils and social service organizations as 

Topdown - the debt-for-nature swap option follows an approach which docs not 
require that affected communities padcipate in the planning of conservation efforts. 
There is no guarantee that the intermediary NGO would consult local communities 
prior to'fializing project plans, Ideally, it should be possible for a local community 
and/or its Madagascar NGO partner to apply to the debt swapping NGO intermediary 
for suppon for thelr own development plans, such as Livelihood and community 
reforestation project as long as these are sustainable and not in conflict with 
conservation plans. However, this would require that the intermediary NGO act as a 
funding apncy, Such a role is not a typical acuvity of "debt-for-naturen swaps, nor 
would such a role foster the growth of locally directed institutions capable of 
providing financial support for local communities. 

Exclusive - The debt-for-nature option is limited to one U.S. NGO from the U.S. 
community of NGOs involved in conservation. Hence this option does not 
automatically bring into play new ideas, either from within or without Madagasxr. 

Mationary impact - A debt-for-nature swap can work to i nc rae  inflation in two 
ways: 1) if the Central Bank pays off the debt with unbudgeted local currency; or, 
2) if the intermediary NGO injects the entire sum of local currency into the local 
economy either by spending it or depositing it in a account in a private bank 

No sustaining support for local institutions - Typically debt-for-nature swaps are 
used to pay for a combination of project expenses over the life of a conservation 
project. They can, as WWF is now doing in Madagascar, be also used as a form of 
interest earning endowment to pay for long term costs of park management. 
However, there is no linkage of endowment income to local institutions which are 
important elements of any national conservation strategy. Examples an research 
centers, botanical and zoological parks, etc. 

Locally managed endowment: the *home-grown" option 

The concept of a locally managed endowment derives from three bodies of experience, 
which arc: the community foundation concept: Am's local currency endowment; and 
the Enterprise for the Americas mandate to create local environmentally oriented 
foundations in Latin American countries. In all of these cases the fundamental concept is 
to give local communities a long lived institution which is managed by and for the people 
of those communities, whether at the level of the nation, a region, or a local community. 
This concept may be termed a "democratic" foundation. This notion is known in the 

-- - .. - U,S, as a "community" foundation which is meant to imply that the foundation's Board --- - 
- - I--- 

is drawn From the community it is intended to serve. 





susfainablc development. The advantage of an endowment for a national foundation 
is that a portion of the endowment income can be allocated for long periods of time 
as budgetary support for development and maintenance of Malagasy institutions 
ncccsay for sustaining conservation efforts, 

e. CONS of a locally managed endowment 

A slow starter - i t  would take two to three years to establish; the "debt-for-nature" 
mechanism IS a quicker way to do new projects. It would be imposs~ble to shorten 
the period of time it would take to establish an endowment because of the deliberate 
method of choosing a Board. If the Board were appointed outright, then the period 
of time could be shortened to a few months. However, an Board appointed 
arbitrarily would lose credibility in Madagascar because there would always be 
considerable doubt as to the reasons why particular individuals were put on the 
Board. In addition having the Board selection process open to public participation 
would increase the senw: of ownership that key Madagascar institutions would feel 
toward the new foundation. An offshore trust fund could be formed much mon 
quickly, but it would not be able to easily achieve this level of credibility, much less 
the sense of ownership. 

Jncubation dimcult - Founding the endowment would require a relatively long 
period of conscientious and public spirited incubation. The success of the incubation 
would require the services of a few individuals who arc dedicated to the task and 
committed to the philosophical view that Madagascar society nceds a creditable 
foundation and that conservation and sustainable development nced a new institution 
which has resources to promote new approaches. Neither AID nor a foreign NGO 
can taLe on this incubation role directly. The process of selecting the Board 
members is the most critical phase. Therefore the selection and composition of the 
nominating committee must be done very carefully. AID'S role in making certain 
that the nominating committee: consists of persons with these characteristics of 
dedication and public mindfulness is AID'S most critical input. And, once selected 
AID must be willing to refrain from direct or indirect pressure on the committee. 

Crecllbility requires work - The effectiveness of the foundation depends on its 
credibility, which in him depends on building checks and balances into the charter. 
These checks an: (i) maintenance of 501(c)(3) equivalency status with the U.S IRS; 
(ii) charter provisions for a fixed term for Board members; (iii) charter provisions 
for representation on the Board from other countries; and, (iv) public awareness 
from the o u w  of the purposes and program of the endowment as well as the views 
of each Board member. 

Requires special approval by GOM - since the endowment is a non-governmental 
body, the GOM must accept that funds can be reallocated to endow the fund. 

L ~p~4~~~.)~~ ..WAC - 

an the debt-for-nature swap option that its priorities would stay constant. Instead 
e point of having an endowment is that it provides a mechanism for evolutio 

societal consensus about not just conservation priorities, but also about other 
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The GOM would, under the terms of the MOU, make a grant to the endowment of the 
entire amount of money in the spacial account at the time when ail of the conditions of 
the MOU have becn fulfilled. This grant could be made by a combination of cash and 
notes of the Ccnval Bank according to terms set out in the MOU, Note that if the GOM 
makes this grant of cash and notes, that neither it nor its agenu can rcvokc the notes, 

The GOM could issue notes which have a staggered series of maturities lasting several 
years. In order to protact the endowment from loss of value of the notes, the Central 
Bank would pay interest at a rate several points over the rate of domestic price inflation 
as published by the World Bank annually. This rate, called the "indexed rate," would bc 
set in the MOU and in the notes themselves. The notes would be assignable in order that 
the endowment may be able to sell them or deposit them with a local private commercial 
bank as loan collateral in order to raise cash if needed in advance of the maturity dates of 
nou. Being assignable also affords more protection against default in payments. The 
question of notes and their conditions is something that should be negotiated between the 
GOM, USAID and the endowment's board of directors within the context of drafting the 
charter. 

c, changes in legal framework for NGOs 

The endowment would have to be incorporated under GOM law as an NGO or 
"association" u the GOM terms NGOs. At the moment the GOM recognizes no other 
type of non-profit. However, the endowment would function not as a typical Madagascar 
NGO, but rather as a foundation. 

- 

One of the performance criteria of KEPEM is that the GOM and the community of 
Madagascar NGOs review the legal and policy framework which governs the activities of 
associations. Among the issues which this review should cover is the present legal 

- 

Framework for an endowment which functions as a grant-making foundation. One 
component of the technical assistance should include research and analysis of this issue. 
This technical assistance should also provide proposals for changes to address reforms 
identified during the review. 

- 
- 

2 ,  Development plan 
- 

a. recruitment of Board 

Perhaps the most crucial step in the establishment of the endowment is the recruitment of 
- - a Board of Directon. This process must satisfy scvexal requirements: 1) the Madagascar 

community of NGOs must have substantial control of how it is conducted; 2) the process 
must allow ample opportunity for Board candidates to demonstrate their commitment to 
the goals of the endowment and to the work needed; and, 3) the Board must be workable 
in the eyes of the GOM and AID. 

- 



skills and experimcc relevant to the function of a large foundation/endowment. Sinrc the 
Board would have to deal with three different kinds of responsibility, i.e, personnel, 
finance, and programs, persons with administrative and management skills, with 
investment and banking experience, and with social and natural science knowledge, would 
be highly desirable as Board members. The committee should also consider persons From 
outside of Madagascar to serve on the Board, 

Once a list of names is selected, then one way to proceed would be to invite all to a 
series of public meetings at which each person is given anple opportunity to present his 
views and to participate in a suvctured discussion about the endowment, its purpose and 

b method of operation. Having a series of these meeting would allow for considerable 
pnvate discussion of ideas presented during the open sessions. Such discussions would 
then have time to surface reactions to the ideas of nominated persons. 

The members of the selection committees would be expected to organize the public 
meetings, or whatever process is proposed, with the help of technical assistance. The 
expertation is that the committee would be ablc; to determine on the basis of the work and 
thought each nominee has displayed those who would most likely be willing to work for 
the success of the endowment. It is vitally imponant to the process of creating legitimacy 
for the endowment that the Board selection process be viewed as based on: the person's 
reputation, knowledge and expenence, and his or her willingness to work for the 
endowment. The nominees' forum is the opportunity for the selection committee to judge 
qualifications of nominees side by side in the milieu of their communities. 

b. replacement of Board 

The method of replacing Board members at the end of their term could either be 
self-perpetuating or representational. There are arguments in favor of each. The 
self-perpetuating Board is more likely to be freer of obligations to specific groups than a 
representational Board whose members arc selected by constituent organizations. A 
Board which is freer of such obligations is more likely to support innovation as well as 
joint activities between different institutions, e.g, an NGO - private sector partnership. 

On the other hand a self-perpetuating Board is less subject to checks from other 
institutions. One way to inhibit a "run-away* Board is to require that its members, as 
their terms of office expire, have defined qualifications which replacement members 
would have to meet. Thus, the Board would have qualifications for each seat - one senior 
academic, one NGO leader from each province, one entrepreneur whose businesses were 
environmentally beneficial, two religious NGO leaders, etc. The Board would be 

- - -  - .  
required to wl&t new members who met such specific qualifications. A representational -- - --- -- - 

Board could have a similar mix; however, the members would be selected by the groups 



The ~acrctaxiat would also have responsibility for overseeing the accounts of the 
endowment, including the management of deposits in private commercial banks and 
possibly the collection of note payment3 of both principal and interest from the Central 
Bank as these are due under terms of the MOW, The secretariat would be required to 
maintain the endowment's capital at yearly levels set by the MOU, 

The secretariat would also, with appropriate advice, manage the endowment's 
investments. Such management should be prudent and serve to increase the value of the 
endowment's assets while providing income sufficient to meet program needs. Thc 
expenses of operation (i,e. "overhead") should not ex& a level set by the MOU. 

c. conflict of interest 

The MOU should call for an explicit policy regarding conflict of intcrcst, whether this be 
at the level of the Board or the secretariat. For examplc, the MOU may all for any 
Board mcmber to abstain from participating m a decision concerning an NGO or private 
company (including selection of one or m0.p private commercial banks) in which the 
Board member has a financial interest. 

- 

d. evolution of structure in response to donor interest r; 
- As one of the purposes of creating a national level endowment is to provide a saong and 

long lived iflsti~tion capable of supporung very long term efforts to preserve and 
sustainably develop the renewable natural resources of Madagascar, it is to be expected 
that the endowment would seek to increase its capital holdings through contributions from 

A other donors. The MOU should anticipate that if substantial funds are contributed, the 
endowment could respond in several ways: enlarge the Board membership without 
changing the nongovernmental character of the endowment; enlarge the secretariat to 

- manage additional funding; and, add new program areas which were consistent with the 
general purposes of the endowment. 

Note that the endowment can also seek funding to match its program gnants. This kind of 
donor support would not provide a reason to alter the Board makeup nor to create a new - 
area of programming. On the other hand, such 'matching' funds could through an 

- overhead f a  be used to support the hiring of additional staff and the purchase of 
additional equipment for the use of the secretariat in administering such funds. 

4. Tranche conditionality 

The GOM would release cash andlor notes against its special account according to a -_ . --- -- - - -- -- - 

timetable and in accordance with conditions set forth in the MOU. Recommendations for 
these conditions arc given in this section. Note that these conditions an separate from 
the performance criteria of KEPEM which pertain to the endowment. The KEPEM . 
that the GOM and the Madagascar community of NGOs have started a proces 

- and policy reform as well as a process of forming a Board for the endowment. 
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I d  legal, adviwr - threc y w s  rcuincr at $1000 pcr month for a total of 
$36,000 for advice on: 

rewriting laws - resource to the process of selecting a Board - drafting of charter and by-laws - legal ~mplications of the MOU with AID and thc GOM under local law 
u r n s  of the Central Bank notes uansfcrrcd to the cndowmcnt 
fiscal control procedures for the secrcrariat 
agreements with other donors 

local institutional dcvclopment person 60 person days per year for thrtc yeus at 
$100 per day for a total of $18,000 for: 

- staffing meetings of NGOs to discuss Board membership, charter, etc. - writing repons of the Board meeungs 

foreign foundation expert resident in Madagascar three years at $200,000 per 
year (salary and all expenses) or $600,000 total for: 

- advising on the process of forming a balanced, effective Board 
advising on the development of an effective, accountable secretariat 
advising on the development and management of grant programs 
advising on monitoring of grantees 

foreign foundation expen (nonresident) - six trips over threc years at $18,000 per 
mp (salary and all expenses included) for $108,000 

- advising on the process of selecting a Board - advising on management of assets 
- advising on fund raising 

expenses for twenty persons from outside Antananarivo for six meetings of two 
days cach per year for threc years at $100 per person per day far a total of 
$72,000 to meet for 

- discussion of endowment goals and purposes - exchange of views and ideas among prospective Board members 
- drafting of charter 

_ .--- davclopmcnt of plans for a secretariat -- - --- - -- . - - - - - ----- - - - - -- A - - review of agreements with the GOM - review of plans for management of financial assets 



b, support for local NQOJ 

Tho arm of m d  impamca in tho W E M  PAAD analysis Is the ntrengthming of 
M-W NOOs, The KEPEM PAAD call$ for a prtxcss of didoguc with tha diOM 
about thc lcpal and policy framework which governs thc actlvlder of NCOs In 
Madagascar, If this process Is conducted in randam w~th thc prOccsS of r~rui t ing a 
W d ,  fhcn onc rcsult wauld ba a much clcwcr vicw of tho proJent rucngths and 
wcaknessu of the community of NOOs. Thrs vlcw would be clwcst  in thc arca of 
natunt resource management and davclopmcnt. Tharcfora, from tho outset of andowmcnt 
operations, the size and scope of thc naed for sucngthcnrng would be apparent, It IS 

csumat#l that this acuvrty would continue to be an impanant pnoriry of thc cndowrncnl. 

c, collaboration with GOM agcncics and programs 

The KEPEM PAAD design tarn cmphasizcs the nttd for decentralization in iu analysis. 
One component of the KEPEM tearn's approach to this is to provide ;u much incentive as 
possible to GOM agencies to move more of their personnel to rcmotc areas. One way to 
increase the inccntivcs for this is to provide a special fund wh~ch is only available to 
partnerships betwoen NGOs and GOM agencicr for work in rural areas, The Board, with 
adv~cc from TA, would have to cxplore how best to do this, 

d,  support for the private sec!or 

With a similar analysis, the Madagascar private sector needs to become more involved in 
efforts to manage renewable natural resources sustainably. There are a number of 
Madagascar entrepreneurs who have proposed ides or actually investcd in businesses 
which would link economic growth and sustainable use of renewable natural resources. 
Among the ideas are: ecotourism, crocodile farming, chamelcon farming, and nursery 
production of endemic plants. These ideas can in many cases tcnefit from a partnership 
between the entrepreneur and local NGOs. An NGO active in community development 
would see its constituency get more employment opportunities. And, the entrepreneur 
would gain from having an NGO work to improve relations with local communities. Ln 
some cases the local NGO could serve to monitor the activities of the entrepreneur to 
ensun that sustainable practices arc being followcd. Such partnerships have tittle 
p d e n t  in Madagascar, hence the need for the endowment to support the exploration 
and building of such partnerships. 

After several y w r  of successful programming and after the endowment has built up 
substantial cYh reserves, the endowment Board could consider investing a portion of its 
capital in enterpis# which conmbutc to sustainable use of renewable natural-rcsourrcs, - - . -- . 

- - -- - -- - SliCh invcstmcnb n a d  to be made in the context of a long term suatcgy fo1 rhc 
management of the endowment's steadily increasing reserves of a h .  An investment 
strategy would t i v e  to meet xveml criteria, among which are: maintenance of a s h  



use of tho gift; (iv) nw>n&le Umits on the powers of the agent having custody of the 
gift for the endowment, If a donor places a restriction on a donation which the 
endowment E d ,  with advice of counsel, deems to be inconsistent with the endowment's 
puryosc provision, then the donation should not be accepted 

V. na~ocinl n ~ l y s i s  

I Becacsc the endowment would be a new institution, there is no operational history to use 
as a basis for projections of financial flows. On ule other hand, it is prudent that the 
endowment begin with a realistic and sound approach to managing its assets. The 

L projections in Table 1 outline an illustrative scenario, The actual scenario may differ in 
many respects. However, the illustrative scenario is explored to understand what 
implications it (or any other d o )  have for the way the endowment manqej its assets 
and expenditures, This scenario is illusmttd for initial deposits of $1,000, $2,000, 
$5,000, $10,000 and $20,000. 

1. Projected income 

The scenario assumes that the MOU between the GOM and AID is negotiated in 1991, 
the first NPA grant is made in 1992, and that the endowment begins funding three years 
later after the process of selecting a Board and establishing an administrative secreta,riat is 
complete. The first assumption is that the total amount of local currency deposited in the 
special account in the Central Bank (which is the account when reallocated local cumncy 
freed up by KEPEM, or another NPA grant, is held) is equivalen: to $20 million (other 
options for initial deposit amounts are also shown in Table I), Note that all amounts in 
this scenario are in 1992 dollars - the actual amounts would reflect the exchange rate at 
the time of t!e KEPEM transfer and the inflation rates prevailing after 1992). 

Note further, that the actual scenario would have to be much more complicated than this 
as the local cumncy would go into the Central Bank special account over a period of five 
years, 1992 through 1996. Since not all of the dollar equivalent would be in the special 
account until 1995, them would have to be at least three, and perhaps five, separate series 
of notes issued by the Cenaal Bank, each series tied to a different tranche of NPA 
foreign exchange, 

However, at some point, in this scenario in 1994, both AID and the GOM certify that the 
endowment is d y  and the GOM gives local currency in cash the equivalent of 
$2,575,000 plus seven notes or obligations for the remainder of the $20,000,000. Each 
of these notes would become due in turn one per year until 2001. The value of each note 
repremu the initial amount of $2,500,000 plus interest at 3% over inflation compounded 
annually sine 1992. 

- - --- - 

The endowment is assumed to have-pmf#a%s of grant making $a &l-of$750,000 per 
Y year beginning in 1994. A more likely scenario is that it would take the endowment 

several years to achieve that level. If this is the case, then the excess income can be put 
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I TABLE 1 
I 

~ iknc ia l  Projections f a  MEENS (in thousands of 1992 US$'s) 
I I I 19% I 1997 I I wci ~ U W )  2001 

from Central Dank noles this y e x i  258 265 273 2H I 290 299 307 3 17 
rccmre f r c h  I'D from yrcvious ye;w 
~ x ~ n d i t k s  this year (sec below) 

Deficit-43 income expendcd 
i-inconle lroni inlcr~5t rei~rveslcd 

NT PRINCIPAL 

Aduii~~istralive overhrad( 3 3 3 3 3 3 3 3 -- 
Ttrtal expenditures 75 75 75 75 75 75 75 75 

, principal this year (deposit in 1'11) 
)sit in privrrlc 5rrnk(s) rrI years end 

1 

IIlFS i 

rameters of Central Bank (CII) notes 
ue of CB noles in 1992: $2,00(1 
nolc as piid each year: $ 2 !  
rhich CU holes ~aalurc.: 8 
rterrst 63 iaflation plus: 3.0% 

258 20 1 217 233 25 1 270 290 310 6 
25258 458 675 

Lck-al comoiunili~s s u y p r l  
Lcxal NCO slrenglhening 

Co1ldx)ration wilh CDRM 
I I'rivrrle sector supporl 
I 

I IP~licy analysis 
I Monitoring & evaluation 

Assumed parameters of Private Uank (PB) account 
I I'D piys in lemt  @ inflation plus: 4.0% 1 

I 
908 1,159 1,429 1,7 19 2,029 2,035 

24 24 24 24 24 24 24 24 
20 20 20 20 20 20 20 20 
12 12 12 12 12 12 12 12 
8 8 8 8 8 8 8 8 
5 5 5 5 5 5 5 5 
3 3 3 3 3 3 3 3 

Note: CU interest is compoundt.d annually 


