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Name of Country: 
Name of Project: 

Number of project: 

PROJECT AUTHORIZATION 

Madagascar 
Knowledge and Effective Policies for 
Environmental Management 
687-0113 

1. Pursuant to section 496 of the Foreign Assistance Act of 1961, as amended, r hereby 
authorize the Knowledge and Effective Policies for Environmental Management Project fo"r 
the Government of Madagascar (Grantee) involving planned obligations of not to exceed Nine 
Million U.S. Dollars ($9,000,000) in grnnt funds (Grant), subject to the avaiJability of funds 
in accordance with the A.LD. OYBt Allotment process, to help in financing foreign exchange 
and local currency costs of the project. The planned Project Assistance Completion Date 
(PAC D) shall be May 31, 1997 

2. The purpose of the Project is to create a policy and institutional framework of 
incentives and revenue generation and use to enco!.lrage 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 initi".tives; 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 suppon 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.LD. regulations and 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.LD. may deem appropriate: 

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

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

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

(b) The suppliers of commodities or services financed by A.LD. under 
-----------tin:-Projecnmnrhave-coumries included in A. r.iT.Geograpmc-eoo-e-91·3~ -"'-a"'-s -----E 

their place of nationality. 

(c) Ocean shipping financed by A.I.D. under the Project shall be 
financed only on flag vessels of the countries included in A.LD .. Geographic 
Code 935 and shall also be subject to the 50150 shipping requirements under 
the Cargo Preference Act and the regulations promulgated thereu.nder. 
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(b) 

(c) 

(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. procurement 
whenever practicable. 

Conditions Precedent to Flrst Disbursement 

Except as A.I.O. may otherwise agree in writing, prior to the tirst 
disbursement under the Grant, or to the issuanc~ by A.I.D. of documentation 
pursuant to which such disbursement will be made, the Grantee shall furnish 
or have furnished to A.LO., ill form and substance satisfactory to A.I.O.: 

a) An opinion of counsel that this Agreement has b~n duly authorized and/or 
ratitied by. and executed on behalf of, the Grantee, and that it constitutes a 
valid and legally binding obligation 0; the Grantee in accordance with all of 
its terms; and 

b) A written statement setting forth the names and titles of persons holding 
or acting in the Office of the> Grantee, and of any additional representatives, 
and representing that the n::.:ned person or persons have the authority to act 
as the representative or representatives of the Grantee, together rJith a 
specimen signature of each such person certified as to its authenticity. 

Covenants 

The Parties agree to establish an evaluation program as part of the Project. 
Except as the Parties otherwi~..,agree in writing, the program will include, 
during the implementation of the 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. 

---------t{d~~--iL'-:tocrah:urrencrcontributiuu-

The Grantee agrees that the local currency contribution will be disbursed 
promptly upon the request of A.I.D. for said disbursement (and in no event 
later than 60 days thereafter,) for the Project purposes agreed upon. 
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(e) 
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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 tbe Grantee under the program and in accordance with the 
terms of the Program Agreement. 

/' 

Approved by: ~""":;""':;""':""::::~=---"'--=::lir:~"'::::; 
George Carq r 
Mission Director 
USAID Madagascar 

Date: 5"-27-72-
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Clearances: 

PROG: JIohnson Q~it Date: 5/20/92 
ANR: IThomas_ Q~fi Date: 5/21192 
DDIR: DMackenzie Qrnfi Date: 5/19/92 
RLA: CBrown EM Date: 5/29/92 

Drafted by: JRazafindretsa, \KEPEM\PROJAUTH;05105192 

Funding is available for this KEPEM Program No. 687-0115 and Project No. 687-0113 

OFFIce OF THE CONTROLLER 
USAID MADAGASCAR 

FUNDS 
AVAILABLE 

BYI~ ........... _ DATE::~~! /~: 
/2 ~~ . L -/~- Q'/LC 

Shirley Hunref: Controller 
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COS 
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EF 
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EP-l 
ESAF 

FAO 
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GLOSSARY 

Agency for International Development 
AID Washington 
AID Acquisition Regulations 
Association Nationale pour les Actions Environnementales (National 
Association for Environmental Actions) 
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Board Of Dir~tors 
Biodiversity Planning Service 
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Chief of Party . 
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Country Program Strategy Statement 
Comite de Redressement Economique et Social (Committee for Economic 
and Social Restructuring) 

. 
Dir~tion des Eaux et Forets (Department of Water and Forest) 
Development Fund for Africa 
Direction des Domaines et de la Reforme Agraire (Department of Lane! and 
Agrarian Reform) 

Environmental Action Plan 
Endowment Fund 
End Of Project 
Environmental Program 1 
Enhanced Structural Adjustment Facility 

Food and Agriculture Organization 
Francs Malgaches (Malagasy Francs) 
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International Bank for Reconstruction and Development 
International Monetary Fund 

Knowledge and Effective policies for Environmental Management 
KEPEM Evaluation of Policy Team 

Ministere de la Production Animale, Eaux et Forets (former Ministry of 
Animal Production, Water and Forests) 

National Forestry Fund 
Non-Governmental Organization 
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Program Assistance Approval Dooument 
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Program Assistance Initial Paper 
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Project Agreement 
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REDSO/ESA Regional Economic Development Support Office/East and Southern Africa 
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Technical Assistance 
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United Nations Development Program 
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I. EXECUTIVE SUMMARY 

Madagascar is depleting its. natural resources at an alarming rate. Its forests arc 
disappearing, its unique and diverse plants and animals are threatened, its top soils are 
being washed away. This degradation is upsetting the ecological balance between people 
and reSOlll~CeS 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 Maciagascar'sGOP 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. n,is 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.THEPROGRAM 

Awareness of these problems led the Government of Madagascar (GOM), with broad 
donor support, to develop a national Environmental Action Plan (EAP) 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 USAIO'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 

. people 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 directly, nor intervene on ail policy and institutional fronts at-once~ The-----··--------- -
program has 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 

-------liCb5-" me-roundatiGn-fuf-the-nG*t-pbase-4-ref&ffil:S;s . .---------:-----------'----'----
--- - ---- ----- ---- -- - -- -- ------- --- -- ----

B. PROGRAl.\1 COMPONENTS 

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. 



1. DEVELOPING THE INSTITU110NAL CAPACITY TO IMPLEMENT 
MADAGASCAR'S ENVIRONMENTAL ACTION PLAN. 

Under the EAP the GOM created the National Office of the Environment (ONE), 
responsible for assuring the implementation of the EAP, including environmental policy 
fonnulation, monitoring and evaluation and coordination of the various agencies involved 
in the environment. KEPEM will reinforce the GOM's commitment to the EAP 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 ion the sector in favor of environmentally sound, 
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 
INITIATIVES . 

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 carry 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 -beyolldthe'scope-of the prognun:--' Instead -KEPEM-issupporting-the-NGO --.' .-
community in attempts to clarify the regulatory environmentconceming NOO 
organization and operation to encourage partnerships with local.associations. 

3. FOSTERING IMPROVED NATURAL RESOURCE REVENUE GENERATION 
_~---------~-------AND .. EXPENDrtuRE. ---'~------~---'--------~---,-- .. ,-.-----,--,--.------------.--------. ----.. -" 

Forest revenues, notably from valuable hardwood species, do not reflect, by far, the real 
marketvalue of the resource, nor the replacement costs .. This is in part because of the 
low stumpage fee for harvesting a tree, but also the poor coliection of such fees . 

. -···~··.---~~--~-~Thedismal .. collection· .. rateof.stumpage-fees.has~been=welldocumented.~~Although~-.. --.--.--.-
approximately S 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 SS ,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 S 1.12 million for the 

~-------.----------------.. --------. -~- "-~'---'-------'------'C'-----'---------



Antananarivo supply zone alone. It is therefore reasonable to conclude that nation-wide 
fiscal revenues from forest products flows can realistically reach an annual level of52.S 
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 
environmental actions. The GOM will capitalize this fund in the sum of 512 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 
providing the impetus for a genuine grass-roots environmental movement in Madagascar. 

C. EXPECTED PROGR.AJ.'\I RESVL TS 

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. PROGRA..\f L'\IPLE.'\1ENT A TION 

1. NON-PROJECT ASSISTANCE 

The five-year program consists of a 533 million Non-Project Assistance (NPA) 
component which will be used for Malagasy debt service repayment. Disbursement will 

------··-----··-----ocnll--folTttrarfcnes-oased-on--tncfGovemmenC-Of·Maaagascar-(GOMr-rrteetirlg-perfcfrmaifce-
criteria considered essential to achieve program goals. An initial tranche of $8 million 
will be followed 18 months later by a second tranche of $7 million and 12 months later 
by a third tranche, also of 58 million. A tin~tranche of S 10 million will follow after a 
funher 18 months. A small USAID/GOM team will review performance criteria progress 

.: ._.------,.-.- biannually ,.and-will be supported by-a Policy Implementation Committee .. --.-----.... ------. -----.. --

2. PROJECTIZED ASSISTANCE 

A $9 mllhon project component Will. prOVide techmcal assistance and l1mlfed short-term 
---- -~-- -training and com modi ties "over· five.years~to "support policy and institutional reforms;~The~---~~-c .-- --

project will be contracted with aU.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 ane! evaluation plan has been developed with specific impact 
indicators. 

. _. __ ._---------- -------------_. __ ... _._-------_._. __ ._-_. __ ._-_._--------.--------.--.~-
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3. HOST COUNTRY CO~UTION 

The bulk of the GOM's 25% contribution to the program will be through the $12 million 
equivalent capitalization of the National Environmental Endowment Fund by the GOM 
from its domestic: budgetary resources. 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. 

. 
.-.'---~ ... -~-.--'--.---.~-... -~-~~--.~-~---------:---. ------' --:--------~-.~--.--..----. --~----. ---------.-.----:--.. ~-:---"--.~'--

•••• '_. ____ ~_;_~_-__ .~ __ • ______ • _._ •• -:-_ •• ~ ••••• _ ••• ____ --..:..._. _______ --'-______ 4 ____ •• _. ____ ._. ___ ._ .. ____ • ___ • __ • ____ • __ • ______ • ____ ~_._ 
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PROGRAM THEMES' 
ELEMENTS 

THEME I 
In'btutional Performlnce 

El,ment A 
Plan. monitor and. avaluat. 
the Impl.mentatlon ot the EAP 

Elem.nt B 
Sltengthen coordln.tlon 
among organlzallonl 'Norklng 
to implement the EAP 

EI.m.nt C 
S.t in pl.ce an 
enVIronmental re'li.w 
proc ... tor invtltment 
prolecte 

THEME II 
New locll NRM inclntlv .. 

EI.m.nt A 
Str.ngth.n l.gI.laliv. 

. inc.nllv", lor local NRM 

EI.m.nt B 
FOlter NaO growth and 
parllclpaUon in NRM 

THEME III 
. Rev.nulg.n.ration and 
u .. 

SUMMARY KEPEM NPA MA TRIX 
TABLE 1 

PERFORMANCE CRITERIA 

aOM IlJthonzo. decree .. tabll.hing 
parent mlnlltry and Board ot Olrecto,.. 
otONE 

aoM. contributl. 20% 01 ONE', recurrent 
. coat budget 

. aOM .pprov .. l.gial.Uon .. tabUehing 
.nllironm.ntal reVl.w proce .. WIth 
Speclflc .nVlronm.ntai r.Vlew proc ..... 
lor high pnonty region. Qncluding coutal 
(area. and lor .. llcc ... road.) I.gllialid 

aOM implemonll and pubUciZ .. 
I.glliallv. regulltory, and policy chang .. 
ba .. d on the r .. uil. 01 three u .... m.nta 

aOM publilhe •• n NOO cod. that 
clarift .. llld .implifil. "ghte of 

: ... ociallon. proc.dur .. of incorpor.llon 
: .nd I.gal .taw. of NOO. IIId. permitl 
: NaO. to ree.iv. gifts and b.qu .. te, IIId 
! charg. lor liMe .. , 

INPUTS 

: 1. One long-I.rm acM.or (<4 V"') In .rMronme"'" 
poUcy analy.l. 

2. On. long-t.rm acM.or(4 V,..) to .upport 
impl.m.ntallon and evlluatlon 01 the EAP 

3. On. long-t.rm acM.or (4 V,..) lor development 
ot op.r&1lonal "'III tor EAP coord/nallon 

4. Short-term.TA (e montha) lor developm.nt 
ot environm.ntaI rt'tltw proc ... 

.~. Short-t.rm training In policy lIIa1y.I., in.IIMonll 
, developm.nt. Information mlllag.m.nt. .rMronm.ntaI 
· r ..... ew procedure., IIId impact lIIa1yll. 

6. Local Admnlitratlv. A,,'atant and .ecrttaty .upport 

: 7. V.hlcl .. , comput.,... and other tc:1uipm.nt 

, 1. Short-term TA (12 monttl.) to initiat., 
monitor. and u .... the r .. ultl of thl thrM 
u .... m.rIta. 

2. Thr .. fteld ree.arche,.. IIId .ix local fteld Uli.tanta 
· to implement u .... m.ntI (12 montha each). 

3. V.hicl ... com put.,... IIId fteld re ... rch 
equipm.nt for u .... m.nt tllm •. Suppa" for 
work.hopa at .nd of u .... mtntl 

4. Worlcshop on NaO cod •. 

I Stump.gll ... lor pin •• nd pallllndra b. Short-t.rm TA (30 montha) to help to dllign IIId 
: adjuat.d to b.tter relltet market valu. and inilla" fore.t inv.ntori .. and att up Improv.d collection 
IlIId replacem.nt colt and accounting .v.t.m and develop rtvilid 

EI.ment A! stumpage fll IcheduJe 
Adjust lore.t rllourCI rtvtnu.. : InsUIut. improved collection and accounUng; 
to b.tter relltct mark" : sYltem to incr .... revenue from stumpllg • 

... __ ~ __ ._., ... _._lIaluea IIId raplac.mlnt co.ta -·--I' ..... -----.--.-.--.-----.. ;":,~;!:~,,:J~~~.month.). to develop lor"t . __________ ._. 

i PubU.h comprth.nliv. Itumpag. I .. 
'tabla with appropriate lIalonzation of 
! Umber products 

Work.hop. (2) on forllt rtvtnu ... 
on lorllt managem.nt. 

- _.,------------::---------;-------------- --- - --_._------- -.--------------,--.-------------------,.------~- - --.-~----------~----"-,-------"----'---~---------~~-------~---- -----" 

EI.ment e 
Improvtd u •• 01 rev.nu .. 
lor natural lorelt mgt 

Fifty percent 01 lore.t rev.nu .. will be 
.xpend.d on natural forest mana;.m.nt 

Long-term .eMlor (3 y,..) lor.tt up of Endowment 
Fund 

· Short-t.rm TA (12 month.) In .ndowm.nt ftnlllcing 

Coml)uter. to IUpport Fund Itt-up 
I I andlunctioning 

.... - ... -----El.;".ntC--,-------c----.-~-,.----.--.--· -----. -.-.. ~.--.-.-., .-.-.-.------.--.----.---... 
Endowm .• nt Fund rev.nul g.n.raUon: aOMrtvi.lI/clantt.ltgi.l,tion .nd aOM capitaliz .. Endowm.nt Fund in the amount (,., 

, IIId UII ; capitaliz •• Endowm.nt Fund. 01 S 12 million aqUivaitnt . ..... 



O. BACKGROUND 

A. MACROECONOMIC FRA..'WEWORK 

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. 
Funhermore, income distribution 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 tl"1 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 1991. 

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. 

1. The Macroccooomy 

Gross Domestic Product (GDP) grew in real terms by four percent in 1989 and by 3.8 
'--'--.--- . -,- ·---percent~in·1990 ;---Adverse' weather~ conditions -held'agricu1tufargfoWtlno~:4-percerff;--

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 

~ ___ , .. _______ '._'.'." consumption increased . by, eight percent in. real terms .. --~.-___ ' -' ... --,-----------.,.--' -. ------- -

The govemmentand 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..+itlion. i'l1e"-loans under the first two annual, arrangements were drawn as scheduled. 
__ Erogress~on,thethird,annu3.J.carrangement.was,disrupted.-by,.political-events~in-Madagascar-c--.-~~-~., 

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 arrived in March to prepare. 
with the government, a new Policy Framework Paper. 

-- ._------ ----- -- ------------ - -----------------------------



~ Balance Qr Payments 

--

Madagascar's external position deteriorated significantly in 1990,as the terms of trade 
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 aJl.d long-term public sector 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 GOP 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 between Mad2gascar 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 to severely curtail credit to the economy. It was not until Ianuary 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 has 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 Madagascar's 
foreign exchange reserves. The country started 1990 with foreign exchange reserves 

--11"-------.. ----equivalenno- nine--months--oftmports;--By-the--end ~of Ju1y-1990--reserves-had -Callenlojusf - ,,' --- ------ ----
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, first-out 
basis. Private banks are authorized to keep 60 percent of the foreign exchange they 

__ .. _~ _____ . ___________ receive ,.fromclients. ________ . ___ . ________ . __________ . __ . _______ ~ __ .~_. __ . ___________ ._----------------, '-'-._,_-.-' -.. -

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 

---------.cl'T'l[oa;edmitilrthe amount of $12-14 mUlion. Debt owed to Lonaon and Paris C1Ub cred..,.]lt=o=rsc-!l-=-S----
. = __ ~ __ ~~~c~~_~c~ _ not.being_serviced .. _cThecentraL bank isccurrent in itscpayments-to-theIMFi---~~-----cc---c-~-~~~ 

J.,. Government Financial Operations 

The GOM policy is to contain the overall deficit toa 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 

. ' . .-------_._---_._---



fiscal deficit is financed by foreign borrowings from official creditors in eXI:ess 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 e~penditures 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,fellfrom 5.3 percent in 1989 to 1.6 percent in 1990. R.evenue." 
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. 

~ EcQDQmic Imllaet Qr 1991 Political Cbaos 

The political disruptions of 1991, including seven months of government paralysis, broke 
the fragile growth trend that had emerged since 1988. Real GOP fell by 3.8 percent, 
with high reductions of 38 percent in both public and private investment. Agricultl.ual 
production declined five percent, while the sector's marL,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 fiscaJ. 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 the 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 billionFMG). The.tax revenue/GOP ratio fell from 9.4 
percent to 6.5 percent. 

The country's balance of payments position was affected by the political upheaval as well. 
Expons 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 state-owned bank financed import binge which produced a merchandise 
trade balance of SDR 115.9 million, compared to a surplus in 1989 of SDR 3.8 million . 

. .. -·--------·--~--~11iel ~rbaWlce of 9ayinentsdendiwasfinanc'ed OydeOfre·scheduling-and'"the-------------''----' 
accumulation of payment arrears. . 

·------The-maJGr-eGGRGmiG-Fep&FGl;tS£iG~e_l_99_l_G_ruis arc-thc-laGk-Gt:-fG~igR e~chang;e-a"'ffil------c 

... ~~~~.~~~ti!~~_ P2o~iti.()I1LJ~Qn()I"Jl1r1geg .13~tCl!1Ec:()L~~Y~~~ .(!!Q~lJ~I'p£rti~~~~~.c~1I1(L __ _____ _ 
be a high as SOR 262 million. Even with this inflow, a 1992 BOP gap of SOR210 
. million remains, of which SOR 73 million is reschedulable debt service. 

A foreign exchange shortage will have a negative impact on fiscal receipts due to the 
. heavy reliance on trade taxes. Despite this, a massive increase in tax receipts will be 
necessary if the Treasury is to restore its program of reducing its indebtedness to the 

.. ~-.---------- banking ·systern-. ~.'-------~----.--. ~·----~----·'-~·-·---·~·------·--·----·-~~~-·-------·-c 
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B. SECTORAL FRAMEWORK 

The Natural Resource Sector;' Importance to the Economy and Problem 
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 it 
over the last fony years. If current trends continue almost all of the country's remaining 
forests will be degraded ordestroyed 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 wonh of $250 million). The principal. cause 
of deforestation in Madagascar is slash-and-burn ~) 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. Unfonunately, 
this biodiversity is becoming increasingly diminished and fragmented as habitats degrade 
and disappear, with unknown economic costs, but including, in the short term, losses 
from potential tourism revenues. 

Soil Erosion: Average soil loss for .the whole of Madagascar (which has generally poor 
soils) has been estimated at 25 tons/halyr. In contrast, maximum sustainable soil loss on 
good soils is 11 tons/halyr. On the High Plateau, rates of loss may be up to 400 
tons/halyr. 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-btirning -is-the-proximaUn:ause'ofmanyo(-the-problcfms--cifect--' --. 
above, as well as leading to decreased soil fenility and potential permanent land loss for 
agricultural or forestry uses. Up to 3-5 million hectares are estimated to be burned each 
year . 

--

.. ,., _. __ .,, __ . ______ .. This alarming.advanceof. 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 
destroy vegetative cover ana exacerbate SOlI erOSlon. Government admlnlstrators. have 

. -----~.~-.applied~policies·-and~regulations-whichdistort,incentives .. towards,over·exploitation···rather~·c-~----.c.~. 
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 nelab.ve 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 S and IS perce«t 
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. 

z... GOM and USAID Strate~ies 

a. The GOM Strateay 

In recognition of the rapid deterioration of Madagascar's natural resource base, the GOM 
first enunciated a strategy for the conservation of natural resources iii December 1984 
with the adoption of a "Malagasy Strategy for Conservation and Sustainable 
Development". The GOM took the first 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 EAPimplementation. 

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. 

_.___ .. ~ __ Jt__ _ _JmPJ9.Yil'lg_theJiying. conditions_oLthepopulation. __ ~This~ wilLbe_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 
agroforestry. In urban areas, this will involve improving water supply ill'1d -
sanitation, waste management and pollution control in general. 

------------------·--'---o-------Promoting _ environmental education ;- training ;-and-comrnunicatioi'c---· --------------~ ;-----~-

o Developing mapping and remote sensing tools to meet the demand for natural 
resources and landmana&mlS<JenWtL-L-' -.:....-----------------:-----:---i 

··o~~~---Developirig-erivir(irirrienWresearch-oh-teiTesttiaJ.;coastil~3ii(:rmani1e~ecc,_sfstemf:----------c-~ 

o Establishing appropriate mechanisms for managing and monitoring the 
environment. 

-,------_:._--------------- ------------------------ --------- ------------------- --- --- ----- ------- ------------



The Environment Program 1 (EP-l), designed by a multi-donor and Malagasy team of 
environmental specialists led by the World Bank, is the fll'st five year segment of the 
Environmental Action Plan. EP·l will begin -or expand implementation of _ the six priority 
programs. As this is the first 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: 

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

o Soil conservation, agroforestry, refore~tation and other _rural development activities 
in priority areas. 

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

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

o Environmental training, education, and awareness. 

o Environmental research on land, coastal and marine systems. 

o Institutional strengthening, Le., 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. 

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 countries conserve and protect their environment and natural resources, and to 

------.-.-------------------promote long-term" economic growth by -managing exploited 'resources-for-sustainable-------c---;--------- _ 

yields. . 

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

--- .,-~--~-,~-~,~-~ --- -biodiversity;--~-c~-~-------c~----~---c---------------~---'---~c-~~~--'--'-c--'~~'-'-~--~---------__c - --------~-----------.-.------.~----'~-- .. --_ 

WSAID 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. 
SA VEM 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 element 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. SA VEM Project 

A.I.D. 's Sustainable Approaches to Viable Environmental Management Project (SAVEM, 
687-0110), 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 SA VEM 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 SA VEM 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 SA VEM, its grantees, and the GQM agencies with which they will.coUaborate 
have identified and begun to test various hypotheses concerning the management of 
sustainable, interactive development and conservation efforts in up to six protected 

--areas.·"rn-thiscontext,-the-phrase"protectedareas"--refers-not-only-tothe-parks--- " ' 
and reserves but also to the human communities living in the peripheral zones 
adjacent to those parks and reserves. 

_ 0 The populations of these peripheral zones are using improved production systems 
_ ..., that decrease., th,eirJ1eec:1 t()Jely-_on_continued,_non:sustainable,use-oLresources---. ---------
-' ,', "-----'--------------facated ltlthose protected areas. . 

o . The same local communities, including both governmental and non-governmental 
----,--------repre5etitaUVeS, are involvccHrrthe interactive lIIauagelllent oi the resources of the 

___________________ pr9t~te~L~~tJldjac-ent tQJheir homes. ___________ ----~------- - -- ---

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

- .. ----.-.---.. -.--.~-~--~ .. --~-.-.---.- -" -- - --~-~--- .---------------------... ___ 0_-.-----------------

i 
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e. '!be Link Between SA VEM and KEPE..'\I 

Together, SA VEM 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 SA VEM 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 SA VEM. 

Experience gained from SA VEM 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 SA VEM will 
better be able to operate, and ultimately be more sustainable. 

Specific contributions of SA VEM 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. 

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-l) to address the protection and management of biodiversity as well as 

- __ , ___ ~ __ . ____ .j~s~tu~()_na1. Strength~r,tin,gJn_ tl1~. c=nyi_rCl.,!m_e,n,~_n,~l~~_Q_~h~!"Q()!1()!"_s._ ~_~_~~ppc>!tll'!gJh~ ____________ '---.. -

= 

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 
------'--~and_flegative-eveflapMvith-ex-i'ti-ftg_forestfTf1i'ejeet5_aild_prt7gffims, speei-al-eaie-has-~fi-fi -----

____~----- _ ctakertJo. -~chic:y~cOQr:ciin.at.i(HLand ~ C_QID pl~.mc:n taljtywi.tho tb~l __ c!QIlQr~jILt.hl~_~tQr.~A~_~c__ ___ c~_~_ __~ 
some of KEPEM's proposed activities support or complement the activities of the national 
Forest Management and Protection Project (OPF; 1988-94), these components have been 



-
i 

discussed with OPF's donors (IBRD, Switzerland and Norway). Complementarity has 
also been discussed with FAO and GTZ which fUlance projects (including watershed 
protection, rural afforestation and land-tenure reform) of relevance to KEPEM. KEPEM 
does not inCorporate plans for Madagascar's Tropical Forestry 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 in light of TFAP's 
specific recommendations, or vice versa. 



... 

m. PROGRAM DESCRIPTION 

A. INTRODUCTION 

KEPEM 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 areas 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 
SAVEMwill 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. Creatinga 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 

:. __________________________ ~~Las~~sm~!ll.()JJ~c:.4'_.!I!\~_;S_,:J~!f1~!y_~~()_~ghJh~_~~~~_'!~.9ft}~_I()t 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 
-- ----:-----------'---------inorder toimprove'management of these resourccs.---KEPEMproposes-to createa' more ~----........,.'- .. --- .... -

. favorable replatory environment for NGOs to become more effective panners with local 
associations and individuals in improved natural resource management. _ In addition it will 
encoura e increased revenue eneration from natural resources and from a national 
endowment fund, for increased investment in local natural resource management. 

~_c-___ cc __ . ___ ~~· ~Ancexample-()f theclose-linkagesc-between-thethreecomponents~ofcKEPEMcis-the _ .. c_~~ __ cC. ----- - -
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, 

~"~ _____ "---'--' c-for_such __ an.operationJo_succeed .. _needs~a_coherent_and_transparent.policy .. Jrameworkand ________________ _ 
coordination among the various actors involved. This is the role of ONE under the EAP. 



Dollat transfers to the GOM for debt servicirig repayment will be conditioned on changes 
- in policies to make sustainable resource management more feasible and attractive for local 

natural resource users. These interlinked issues can be summarized as follows: 

o inadequate coordination and development of policies and interventions in 
the environmental sector, including weak environmental review processes 
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 orlanizations (NGOs) 
from forming and actively collaborating with local associations, 
jurisdictions and individuals in efforts to improve natura! resource 
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: of 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 KEPEM is to establish sustainable human and natud ecosystems in areas of 
Madagascar where biodiversity is threatened. 

--------The -subgoal-is-coencourage -sUstainable-riitura1-resourcecmanagement~ -The-purpo-se--isio 
create -a policy and institutional framework of incentives and revenue _ generation to 
achieve the subgoal. 

c. PRINCIPAL PROGRAM ELEMENTS 
¥,'-- .... ------.--~-,--"--....!-~-.---.-.. ~-., .-"-_. ..-.~ ._-- -.-- --~ "-.~ -,- --~ ---,. -.-,_.-.'--- .. _- -~-., .. --.- ~ ~,--- ~~-. ..,.-~--.... -:~ 

KEPEM has three major components: (1) Developing the Institutional Capacity to 
implement the Environmental Action Plan; (2) Facilitating Local Natural Resource 
Management Initiatlves; and (3) Natural Resource Revenue Generation and Expenditure. 

_~,~ ___ Jnc this~part.,oLthe~program~description • each -of~the·- three components~will °be' treated-in---------------
tum, 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 NP A performance criteria. which represent the reforms in legislation or 
policies, upon which dollar tranche disbursement will be based. The project support side 

-~ ... ----~-------------------~--~-----



of KEPEM will provide .i.tuwU in tenns of technical assistance and a limited amount of 
training and commodities to support the research, analysis, institutional development and 
capacity building necessary to achieve the desired changes at the end of the pl'ogram. A 
series of outputs during the life of the project will act as benchmarks against which 
progress can be measured. Projectized outputs and inputs represent the two fmal sections 
of each component description. 

L Developine tbe Instltutiopal Capacity to Implemept tbe EAI! 

Rationale 

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 half-decade 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, wood-cutters, forest 
squatters, and individual firms and enterprises - must be given new incentives to adopt 
sustainable regimes for managing the natural resource base 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 are either newly created or undergoiEg l1l~lor _r~lf~~~I)_; __ 

_ _ •• _~ •• _____ " _ l. '. __ " _.n. ~_ ._ ."., .... _ c.~ "_"'-_"_"_" ," _ .. ",,, ."-,,' _. '''-,----- ,,- - - -

Under the Environmental Charter adopted by the National Popular Assembly and signed 
into law by the President in December. 1990, the Office National de l'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: 

o environmental policy analysis, formulation, and coordination; 

o coordinating executing ageudes and operatin minis activities in 
I Iverslty, 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 
_qf e!1'!'!r9_~ITI~!1!3J~~~j~-'#_PIQCedUl'es_fQrjnyestmenLprojects-( e. g._forc-lhe __ c-----,--· --------.

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



o overseeing the infonnation management system that guides the expanding 
environmental data bank components; and 

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. . . . 

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 reaffinned his detennination to keep. the ONE staff very 
small, highly competent and motivated, and sharply focused on prolram coordination and 
policy analysis while eschewing the temptation to take on the roleoi an executing or 
command agency in the environmental sector. 

Major Problem AreaS 

The complexity of the institutional landscape is in and of itself the central problem for the 
EAP. There are five principal Executing Agencies associated with ONE in thertrst phase 
of the EAP - Environmental Project [ (EP 1). The. first two, like ONE,ar.e new. 
institutions, created in 1990 to take on key functions as operating and coordinating bodies 
in key areas. 

o ANOAP, 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 (NOOs) 
which are undertaking the administration of Madagascar's major national 
parks as well the general protection and documentation of·Madagascar's 

.. -unique.biodiversity ... ANOAPis.the-institutional-centerpiece-incAID'-s·· 
SA VEM project. 

o 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 ... 
. ---~enviic)rimeritally~orieriteaaevelopmeni-effcins--:-mosdY-ln-cooperation-wliil--.. -- ____ . __ e_·· 

. national and international NGOs. 

__ ~--'-____ -I.oJ--_'&'D~E..;.::;J::.,-, ·-\.It!t~~e'-lDep~";.i! ~a..RrtHim(Yi:nfHt ..... on.f-4'P~. a'"t·Wi ... rr-iian~rcsts-~bagcnGT-G~the-wJni-sl':Ftry"l-· ----'--

o 

o 

and "'n" .. ctc 

DORA, the Department of Land and Agrarian Reform is a subagency of . 
th.e Ministry of Agriculture. . 

FTM, the National Cartographic Institute, is a subsection of the Ministry of 
PublicWork.s. . 



However I the institutional actors in the overall EAP include all of the major operating 
ministries such as Transponation and Meteorology, Urban Development and Tourism, 
Mines and Energy, Scientific Research, Public Instruction and Universities. For the 
duration of the transitional government (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 NOO communities). The Ministry of Water and Forests chairs ANGAP's 
mixed public agency/NOO council. The formal Steering 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 all 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 -sustainab Ie '-... .. 
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 
... _._. _______ p~_C?grarn .lT1gnitori!1gan4_e"aluation_ .. ~_~i~lt.~.ill __ beJinkedJo.jts.policy_analy.sis_role .. and_.to ___ -,--____ _ 

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

------'OerNE+ffiaiidate-ts-bf'oadand sensitive errougiHilat it willlequiIe sound diIectionn-'TatrTlld,;------.:.----
- ~ ___ ~~ ____ ~~ _c_~~RRtoRriate=tcchrti~al __ guidan-c-e__c_toce~el'ciseJheleadershipc_neededJoccarryc.forward_the~_c ____________ ~_.~ 

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-()r-thrOtigh-legislatibft~its'-silccesf-6r"-a-diily-working~level------"""--'------.~ 

with these. agencies will depend largely upOn learning and using the power of influence . 

________ . _______ . ___ . ___ ~_~_~r!_~a.s~~_~_~~~~_~~_.~~e~_~~_t~~~~_~_!e!~~ dir~_~~_~~ __ l)uri~~_~~.~~~~_. ______ ...... __ ... _________ _ 



upheavals in 1991, ONE suffered more disruptions than other environmental agencies as 
its parent ministry and Board of Directors changed, necessitating a holdup the fonnal . 
recognition of ONE, and thus hindering its operational functions such as staffing patterns, 
fmancial 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 are 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. 

Desired Chan~es at the End of Pro~ram. 

lao A POLICY FORMULATION, MONITORING AND EVALUATION SYSTEM IN 
. PLACE_EORJMllLEMENT A TION.OFTHE. EAP .... 

NPAPerformaoce Criteria. 

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 m, the GOM will be contributing 20% towards ONE's recurrent budget. 

Projecti7.ed Outnutc;. 

~-,.- .. ~--.-.-. ·-·-··-·--·'B··~·li·-·~··'·· "ct' ..... 'f· ·T·-·~-ti~···II····GO~·.I-···'·ll-ti--·-· .~.,· ... --~-C-·:':'A .. - ... , .-.~- •.•• ~ .. ·fi·····-··· ·-O"NE· ,c_._._ .... c ... "1-·-- ... _ .. c~ __ ..•. ~_ ... • ._-... Y teen oranc e, ~Yl WI ave. approvl;U a paper ue mmg sown ro e, as ' 
well as .the roles of other GOM actors, including the executing agencies, the operating 
ministries, the donors and. the local/regional 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 Comice d'Orientation et Suivi 

.-----~--(COS),-the.donor/host.country-coordinating·body-for-EAP-implementation,~in·-December-.-.--.-.--.--.--.---
1993, for incorporation in 1994 workplans .. 



By the end of Tranche m, GOM will have mapped out and approved an annual workplan 
for the systematic evaluation of all elements of the EAP using the policy framework and 
role/task definitions adopted at the previous COS meeting. This workplan, together with 
a proposed budget and proof of resources allocated to finance it, will be submitted to the 
December 1994 COS meeting. 

By the end of Tranche IV t 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 Donnees de l'Etat) and oth,=r 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. 

Projectized Inputs. 

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 
Ib). 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. 

lb. 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 m,-theGOM-will-becontributing--20%-towardsONE's-recurrent-budget---c-- ------

PrQjectized Outputs. 

By the end of Tranche II, GOMWlll have artlculated a plan and approved a process of 
------ ------~--------'0- -interaction-amongGOMministries;-nationaland -international ~agencies-and-donors,-- __ ~_cc __ c~ ______ ~ ___ ~-

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. 

By the end of Tranche III, GOM will have incorporated the coordination plan into the 
< ____ c ____________________ ~n~,~ .. orkplan. __ .. _____ , ___________________________ c ___________________ c ___________________________________________ .__________ _ _____________________________________________ .. 



• 

PrQjec:timi Iogu", 

An institutional development specialist, who will also serve as Chief of Party (COP), will 
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. 

NPA Pedormance· Criteria • 

. By the end of Tranche II, theGOM will pass legislation defining the general procedures 
for an environmental rev~ew process. 

By the end of Tranche III, the GOM will specify procedures fordetailed environmental 
review I 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 (particularly for logging plans, forest 
access roads, etc.). . 

Projectize<! OutPuts. 

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

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

Prgjectized Inputs. 

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

. ..- ·,-·"-'-'-"-'-'~offief concerned' opentffijijencies:-'The' U;S·~· Erivfronmeriial Piotectiori-Agejjcyand-----~-~· ---.. 
, UNEP t based in Nairobi, represent possibilities for training courses. 

. " . 

-~'~", ...... -' ' .. -~- ··· .. ~~~~There .. is=a lonfttidftiolro"flocafassoCia:tlons"·woFlang ·tCFiupporCthecommuriItYan(rone~~--c-~-'-~,,· ... ~- ... ~ 
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. 



., 

Local users face three major problems in better managing natural resources: lack: of 
incentives to lovern and manage natural resources, lack of appropriate technical 
information and assistance provided either by government or nongovernment sources, and 
a legal climate which discourages NOOs 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 are: 

~ Streoabeojol Legislat'!e Incentives For Local"Level Natural Resources 
Maoggemerit. 

Rationale 

The rationale behind KEPEM's emphasis on facilitating local natural resource 
management 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 "ct1:"oit d'usage" in the forests or customary law governing 
fisheries and watersheds, the use of Madagascar's natural assets is considered a binhright 
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 soon~r 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-term-social-costs·and -benefits of-investment,' protection and conservation
will be incurred directly by those in control. 

Major Problem AreaS. 

The issues invol'!ed .inJ.01proyil\g .. ~~_~J~f!1:~~Q~KJ()r_._~a.n_",gC=.!11_~m~ar.!~tgQy~rrt~~~LO{Jocal-~-~-, ...... . 
---------·-------·-·---·flCltUiilresouice- 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 

-------nMadagasear, giYen-the-e6uil~hy5ieal;-peHtieal-afld-lepl-diver~ity.-Researel;-h -hto;-------

____ .___ ~_2_~ ___ ~~!arifyt.I'I~!~J~11~~j~J1~~s~-'o--~-~~-~~---c'--~~~-, ____ ._._~. ~~.--"-' --' ----'--C-.C-'-~-c-"-~'~--.--"---~.--.-.--~-~-· 

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 woodstocksin some . 

--~-------------------parts-of-Madagascar.-Such-resources-are-effectively-open-access-goods:--When-dernand---------~----



l1li 

for open access resources outstrips supply, the situation creates a powerful negative 
dynamic that works 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. 

Even 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 fire 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 c 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 resource conservation and productivity. 

The proposed. assessments (see below) are intended to suggest . legislative . and . ____ ~ ___ . .:. 
----~----- ----- administrative changes· to facilitate improv'ea'riaiural-resourci--irianagemeniiCthe-iOCil----- . 

level. These changes will clearly be applicable in the first instance only to those specific 
sites where the assessments are carried out, and probably will refer to regulatory . 
modifications at th,. !nt'!:Il govem.rnent-level-.-Ule efWwts will-R~IG=e·p;·1------,---"--:----j 
monitored .. However ,these sites may providem<>dels for oJtl~rsit~s witl1~in:tj.!¥~~~~c~ ____ c ___ ._~_.,c ~ 

.. ··--·~·~--·--c-eColOgicarancrSocfoctlfftira:rcoridm()ns-:so-ihatthe-iinpaCi-cQufcrbecomemore 
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 (e.g. micro-watershed). In this 
case, groups would be exempt from regulatory constraints hindering local management of 
a specified resource. 

Desired Chanles at· the End or Pr0lram. 

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

NPA Performance Criteria. 

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). 

projectized Oytputs. 

In Tranche II, 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, grazing 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-Ievy-and-collect

taxes, mobilize labor and require in.;kind contributions 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 . 
. "---.-~--------, --.-mwgemerifdisputes-iifihelocaTleveC------ ------.-------------------.----.--. 

By the end of Tranchem, ONE will coordinate the preparation of draft legislation, 
---'------reguiaaans and/or pol-iaes-ta-e-lar4-~impro\'a local ~maaag;meR-lntr.-, .-----

___ .__ _ . ___ ~Qase(t()rl-th~t 1".esl!lt~_~9!~Oml'n~l!~tiQl!s_~(Jh~J·E!l~h~eJ_~~~s~E1.~_"~-'-_. · __ c. __ · __ . ___ c _____ ~ __ ... _~._c ____ ~ __ ._ 

------------_._ .. _._ .... _---_ ... _---,._. __ ._. __ ._._.- --." .. -~.--.--.. -- .. -. ---.... ~------_ .. _--_ .• _ .. _-_ .. _ ... _-_._--_ .. _._--_ .. _-_ .... _-_. -- ..... _ .. __ ._ .•.. _--_._---------



Projecti1.Cd Ingy". 

Short-tenn 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 implement the assessments. Vehicles,computers and field 
research equipment will be provided. Support for post-assessment workshops will be 
supported to present and analyze the study recommendations. 

& Egster NGQ Growth and Participation in Saturnl Resource Manalemeot. 

Rationale 

The GOM and USAID will develop a plan for providing the NOO 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 NOOs 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 among members. Therefore the_basisexists_for_the.NGO.commuruty-to 
piiy--a:-more-active roTC;-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. PVO/NRMS 
project has been attempting to do this through support to COMODEand its member 

.--·~-----·-----institutions;----··----"'-·'-----·-------------.-----. -.--~------.~---------.'-

Major Problem Areas 

The difficulty arises because NOOs are unclear about their. legal authority to organize, to 
solicit gifts-and-gl'ants; to mobilize resources, to-charge' for-tneiYfervices,~torealizea _c - -- --'-

surplus, and to assist lOCal people to organize. These ambiguities should be clarified and 
the legal status, powers and obligations of NOOs 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 

.::. ___ c __ · ~_-,-___ ~_oLQ()th_-to_address.-long-term .. sustainability-in-Madagascar.- -----.,,-... -- .. -.-----.-------------.-.-~,,--- ... --- .. -----



KEPEM is proposing that the GOM and the NOO community enter into a dialogue to 
discuss the revision of existing legislation which impedes the effective participation of 
local associations and NOOs as partners in local natural resource management. The result 
of these discussions will be modification of existing texts by the end of Tranche U. 

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 NOOs. The 
technical support which is required will allow the NOOs to prepare for meetings in an 
organized and professional fashion and to meet with OOM 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. 

Pesired Chanles at the End or PrOlram. 

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

NPA Performance Criteria. 

In Tranche II, 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 ·pro~rty ,and -to ·establish 
partnership or contractual agreements with governmental or private entities. 

Projectized Outpyts. 

_ .... _ .. ______ Dut:il·lgJra.n~~.eJJ,.~e~Q9_~C)~~~!l!~L\\Im_hjly~ .. ~().I1lPJ~l~_~_~jll~!~~fJ~g!~l'l.ti()!l..._. _____ ._,__ .. _ ... -
. impeding the effective participation of NGOs as partners in local-level natural resources 

management • 

. _---'------ --.------~-------'------.. ----' .. --------::-----------~--~---------'-----:---'--------'--~-~--...:.:.:..-----::..---~~-,----'-' -----~----.::--------~-----. -----~--.:-~----'--'-------------"-- ---_. '--~---::"--' .. , ,-:----'------' 

Support for workshops to present and discuss draft legislation. 

I 



J. Natural Raoun:c Reyepue Generation and ExgeodJture. 

The seneration of revenue from natural resources, for the purpose of environmental 
conservation, is a major goal of the KEPEM program. With revenues generated by forest 
products, 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. Forestry ResQurce· Prielnl 

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 wood fuels for the population to medicinal plant-5 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-nee-paddies --( rice-beirfg'thestaple-Cooa-of The" 
island),· silting up harbors, and reducing the useful life of hydroelectric and other 
reservoirs. Forests and trees in rural areas also help maintain soil fertility, moderate 
climate and ensure the integrity of infrastructure such as roads, bridges and irrigation 
canals. The role of forests as habitats of many organisms has 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 S2S0 million annually is capable of generating significant revenue. 
Even given the problems assocIated wah collecuon of stumpage fees, the KEPEM team 

_c ____ -c.~-currentlycestimates-that-theGOMcould~collectbetween~$400jOOOandS2cmillion··annuallyc------'-.--.~--.c.--. 
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. 



MalQt Problem A.reu 

The forests of Madagascar are threatened with degradation and porentially with total 
destruction within the next 20 - 40 years. The main physical threats include, in a rough 
order of decreasing importance, shifting cultivation, permanent land clearances, 
uncontrolled logging, forest fires and, locally, livestock damage. Aerial photography and 
satellite imagery measurements reveal that, between 1950 and 1985, the eastern rain 
forest alone decreased from 7.6 to 3.8 million ha. The average annual rate of decrease 
during this period was thus more than 100,000 ha, or 1.5 % of Original forest cover. This 
decrease has been attributed mainly to shifting cultivation, which is btcoming less and 
less sustainable as population increases and the forested area shrinks further. 

Deforestation, forest degradation and insufficient reforestation are, however, 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 amongshiftjng 
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 forestry sector are analyzed in more detail in the 
Annex XII. 

Remed ying and reversing the trends in Madagascar forestry described above-w1ll 
obviously require a concerted 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~-Asthe
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 knowledge of the resource and of its sustainable yield in the light of the 
cuncelll fUl biudivelsity conselvatioll. The suaLegy does "oefocus 011 Lhe resauc:curiug 

-.. c~~~c_~· .. ___ . __ ~_ andcstrengtheningcoLthe.Eorest SerYice~ (D EE).because.a~major, ... multi .. donore institution .. c.~ ___ c_______c 
. building project (GPF) is attempting to address the weaknesses of this service. This 

project underwent a mid-term review in March 1992. However, US AID is supporting a 
"debt swap" with WWF which will provide support to field personnel ofDEF. 

u 



_:II 

Tho major economic reform proposed Is tho establishment o( national tabl~ of true 
stumpage tees (I.e., which reflect as nearly as possible the value of wood "on the stump" 
to tho mareu and to society) and of an effective system for collectinS these fees. This 
policy intervention is directly relevant to the revenue generation thrust of KEPEM. At 
the moment, stumpage fees exist but they do not remotely reflect real values, they are 
negotiable to the point of being mere nuisance wees, and few of them are collected (less 
than 520,000 in 1990). As a result, wood is wasted at harvest, even the highest-quality 
wood is seldom transformed into products that ret1eet itS intrinsic value, and revenue is 
not generated for suswnins the supply of wood products. 

With a published, official table of stumpage fees, and the means and will to collect these 
fees, the GOM would send a cleat 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 of those resources. In tum, GOM/OEF would begin to generate 
revenues that should be used to introduce sustained management of the forests. It is 
estimated conservatively that if an average stumpage fee of only S4/m3 (or twice the 
current highest fee; real fees exceeding S 101m3 are conceivable for many of the most 
valuable categories of indigenous sawlogs) were levied on sawtimber corresponding to 
only one third of the total annual output of sawnwood (300,000 m3), 5400,000 could be 
raised annually; this amount compares to a 1990 operating budget of DEF of S 1.2 
million. An average fee of 551m3 levied on the 400,000 m3 cut in 1987 under 293 
commercial logging permits would have yielded 52 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 5120 
million/yr, then nearly 54 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.otherc.means.ofJinancingJoresLCOn!ervation.will.have .. to.be.Jound. 
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 orr long"totation-s;-i[ is- poSSible' that ifsb(:leOO-------·-·-·---. - .'-
values are factored into the calculations. the stumpage fees may well become prohibitive 
and amount to a . logging ban, which then raises policy issues. The analyses will also 
have to consider the inflationary effect~ nf vanny!' level!' of fee!'. e4\ped::\l1y in ,h,. C~( ... of 

wood used~or charcoal.ltis proposed. however,. thatfor some categories of sawtimber 
~-------~~--C_~-"C-CthestUmpage fcentre -currehUy-sc:f lo!,\qhafthey'can-be -ciisecr-arbftianly-periClfrff furthe-r--~------'--~ 

analyses of real values or replacement costs. The use of some plantation wood, at the 
mom.ent 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 of likely impact at the retail level. 

-"--.--.,~----.------- ----- ----- - ---- - --- - - .. ~ - --- - ---~-- .. - .. -,~--. --- -- -. ----- ------------- -- - ----- --



Dc:dnd ChIDla at the End or Program. 

INCREASED FOREST REVENUE COLLECTION. 

NPA performance Criteria. 

rn Tranche II. the stumpage fees for pine and rosewood (palissandre) will be adjusted to 
better reflect market value and replacement cost. 

In Tranche Ill, the GOM will institute an improved financial management system for 
billing stumpage fees, assess:ng 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 
between the field and the centrAl 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. it will also include projections of revenue flows 
as a fonn 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. 

Projectize<! Oytputs, 

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

By Tranche III, .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 project revenue flows. It 
should also serve as the basis for an equally preliminary definition of cutting quotas for 

. ___ ~~~!~_~~~_J!lJ?er,_PQ~_sJ~h:-~y_~~giQ_~s,~!lgj!lgJl1nJ:t~rjoxerm~ry3l1d_assessment_of 
regeneration and sustalnable cuts. -

PrQjectized Inputs, 

Short-term Technical Assistance (total 30 months) will be provided to help design and 
--~--- ---- ----carry ~out the preliminary -timber volume assessment (ForesHnventory -S pecialist: -6---------~------' 

months), develop revised stumpage fee schedules (Forest/Resource Economist: 12 
months), and set up and test improved financial management systems (Financial 
Management Specialist: 6 months). A Forestry Coordinator (Forester/Resource 
Specialist: 6 months) will assist with the coordination and technical direction of the forest 

~-~~~--- --~~-'--------'·-"-'---~evenue -and -management -TA'-~--_c_.------,~-~-------o-------'-------'--------- - ------ --~-- ---~-.--~-"----------



3b. Impro,. NabJraJ foRSt Magagemept. 

Rationale 

An important percentage of Madagascar's threatened biological diversity is dependl'l.,t on 
the country's shrinking natural forests. Improved management of natural forests for 
economic 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 SA VEM 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 become more sustainable and provide models for 
rational forest exploitation throughout the country. 

Major Problem Areas 

Madagascar's natural forests are under threat from a variety of practices, notably slash 
and burn 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 
desU'Uctive 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 are 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 iilcreased 
valorization of forests and forest products. It is hoped that sustainable managell1ent 
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.mighthavegreat-valueonthe loca1economicmarket;-andpotentialIY'imponanrvaliIe'" 
on a wider market). Clearly such plans represent a major, long-term effon and 
investment of research and resources. However the long-term benefits are also great. 
KEPEM, as a relatively short-term policy reform program, cannot address many of the 
long-term technical issues, but it can suggest that the increased revenues planned to be 

" 

flowing from forest products, as the result o.f.re.for:mspcr9po~,il1 tbeprevious section be 
~"'----"------'iiicreiSirijlyieiilviSteG io·nahlriiIforest management, often those forests from which the 

--. 

·1 

revenues lie raised. Ultimately the National Forestry Fund may.be decentralized to 
facilitate the investment of revenues generated to locally to local management plans in the 

ll1:'D1:~A . 'I' . , A '\..1...:· .. L' lei •. " . ai" h' I'i . Clm" ~,....,.. ._. _1'& W1& remamCXiuw-to support bU511a 01 aecenurlzauon, W~lC 
should encourage l~ p~r:tlci",~tiQ.n.jn.Jbe .. de'lelQpm.eJ1cand_execution.otsuch-plans.---~-·--~·c-.--~~-. 

~---These-lniHativei-willnee(rto be integrated into other initiatives ongoing or proposed 
under TFAP, OPF and other activities in the sector. 

-:------;----~ --- ---- ----- -~~--"---~-----~ -
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ne;,ircd Chillies at tbe Epd of Program. 

INCREASED USE OF REVENUES FOR THE IMPLEMENT A nON OF IMPROVED 
NATURAL FOREST MANAGEMENT PLANS. 

NPA Performance Cdteria. 

In Tranche IV, the GOM and US AID 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 

Projectized Outputs. 

By Tranche nI, 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. 

Projectized Inputs. 

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. 

& National Endowment fund ror the Environment 

Rationale 

i. Purpose 

The rationale of the Endowment Fund is to provide continuous access to financial 
., , .. ~ .. --------resources for lonl;;term' efforts to -manage -the'natural' resources'ofMadagascar ;-thanuc 

secure in the face 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 supoort local initiatives in imoroved natural resource management. 
and other environmental priorities to be determined. It will seek the participation of a 

'~---~-~----widcfrepresentatiorf fro-nrMad~lgascai's~NGO-communityand-loCaI-society·to~forge--a----~-- -- --- ---
broad-based consensus 01,1 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 ofNGOs in sustainable environmental management, 
create innovative partnerships among NOOs. the private sector and government agencies 
and develop a permanent source of financing to which other donors and others interested 

,--,--~----.---~.~.-in-environmental-conservation-could-contribute.~-·--·-··--·-.. -··,--·------.. --.. -.. --··- .. --.. -.. - .. ------- .. -.. . .... -.. -.-..... ---.. 



As a MaJapsy foundation, the Endowment will help foster the growth of a national 
philosophy on natural resource management and will work to prevent environmentalism 
from being characterized as an agenda of foreign donors and NOOs. 

ii. Structure 'and Function 

The endowment will be created as an NOO under Madagascar law governing non
governmental orgallizations, and will function as a foundation, providing a perpetual 
sueam 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 NOO 
community, and one representative each of US AID , the OOM and the private sector. 
The process of creating the Board of Directors has been designed to maximize the input 
and influence of Malagasy NOOs 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 NOOs) or a rotating committee of selected individuals. 

iii. Financing 

The fund will be capitalized initially by the OOM, 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._ .............. . 

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 the GOM, nor their representatives, will have any responsibility or . _____ ... 

... '"-.---.-.. --.-~ authority· to-morutOrthc· fUnctioning of tne eridowmerit;·excepf iJisofaras-respanslbliliYor-'- . 
authority is delegated by the Board of Directors or by the charter of the endowment 
organization. 

Major problem AreaS 

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. 



This will be directly addressed through KEPEM performance criteria, including the 
capitalization of the fund through domestic budgetary resources. Sound financial 
management of these resources will be essential and technical assistance will be provided 
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. [n 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. 

Desired Chaoles at the Eod or PrOlram. 

ESTABLISHMENT AND FUNCTIONING OF A NATIONAL ENVIRONMENTAL 
ENDOWMENT FUND. 

NPA Performance Criteria. 

At the end of Tranche il, the GOM will have revised and clarified legislation to permit 
the setting up and functioning of endowment funds. At the end of Tranche III the GOM 
will have capitaiiled the Endowment Fund. 

Prqjectized Outputs. 

[n Tranche III, 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 process of selecting a board and creating a secretariat, and which would: 

._. _~._ ... ____ . ______ define. tl\ebroad _ goals.ofthe _EndowmentF und ; set. the. terms .ot the Junding jnstru ments;~ ______ ~ __ .... 
- and specify percentage composition and powers of the board. 

In Tranche IV, the National Environmental Endowment Fund will be set up, complete 
".1 I •• .'. • '" ~ ...... e .. "· ." t .,.. • at . 

wiD' OOala a.na sexaetaUaL, ana all alllOUllt 01 0 lVl aOllleroc-ouageL lUllas, eqUlV ellt to 
. _____ ~_________$J2_million,wilLhave-been.depositedin"the-Eund(SO%._in~Tranche .. -III"and-SO%-in.-~~.---.-~:.~"~.---~ ~ 

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

Projectized Inputs. 

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-EndoWmenfFund:-Two-coftfputers-ar'fd--eq,liipnfenCwilrils(rbe-pt6videa~-------------
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D. IMPACT OF PROGRAM 

1. Imoacts 

a. Increased conservation or bloloaical dlversity. 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, 
better management of forests (including reducing the risk of t-ncroachment, and hence 
forest degradation) through sustainable management plans will enhance biological 
diversity conservation in these important areas, especially given current 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 isa 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 ~ il.). 
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 potentia! negative effects of investments on biodiversity. 

Impacts on biodiversity will be measured using the Biodiversity Planning Service, to be 
-setup-throughtheSAVEM-project,atANGAP;-This-will-involve-baseline-stlrveys-and-a; 
geographic information system to standardize and analyze data. Severalprojects 
operating in the _areas where 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. Improved natural resource manaaement (NRM). By addressing constraints to 
local-level improved NRM initiatives, local communities will have the incentives for 
better management of natural resources. Effects of this could include increased soil 
consell/ariall, imploveti woodiand management, diminished siltation of wetlands, greater 

~_ ... ~. _____ ~_~c.__~_l'egularityotdownstream~water supplies, ... more .efficient·.range-management. and-fewer--"-----"--~~-· ----.~ 
bush fires. This will lead to increased agricultural and livestock production,as well as 
increased opponunities for non-traditional income generating activities (see 3., below) 

------------_----------- ----------------------------- - -- ---1--- ------- --- -. --- -- --. 



c. Increased economic security or local datural resource users. 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 
provision of revenue streams, which will in tum lead to increased investment in (and 
hence 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 pan of the 
Local Initiatives component. 

d. More, better ol"lanized, community aroups 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 increase.in the number and effectiveness of NGOs 
is expected, as well as an increase in the use of endowment funds to support 
environmental issues. 

e. Increased effectiveness or 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. NOOs 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-seose-ofstewardshlp rorthe-envlrooment-Perhaps-the--mosrirnportahf-" . 
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 carrying out the EAP, as at the 
local level througb increased valuation of natural resources and realization' of the benefits 

_______ .... _. _______ .:..._ofbetter_ environmentalmanagement. __ Development of anenvironmental .. reviewprocess -.-----------
. - indicates theOOM'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 

------~st.".,ewlVaI-.:rrrtddslmliprr-71aIrtTIQr-· the-linkages.between nationar-amrtOatievelhos-. ----'---------~ 
- - ----- ----- --- ----- - --- ---- -- -------- ---- -- ---- - ---- -- ------------- ---- -----

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

2. Progress Indicators (Responsibilities for measuring in brackets) 

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 

-._--._. -------'---;.:'evaIuati6iC6f-EAP-effectiven-eS's---------------·--'--:--' ---------.---- .-----.--.. -.. -'-- -. -.-. --- -....... . 



EAP Coordination (ONE) 
• Coordination plan for EAP implementation, 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 (AID/COMODE) 
• increased number of NGOs serving as effective partners with local groups in improved 

NRM initiatives (AID/COMODE) 

Increased forest revenues 
• stumpage fee schedule adjusted to better reflect market .values and replacement costs 

(DEF) 
- increased collection of revised stumpage fees, as reflected in NFF accounts (Min. of 

Finance/DEF) 

--------.. ..- ··Natural-Forest . Management ------.---.- ...... _.-.. _ ..... . 
• 50% of NFF expended on natural forest management (DEF) 
- Number of natural forest management plans initiated (AID/DEF) 

Environmental Endowment Fund 
- Structure, inc. Board of Directors, secretariat and financial body of EF, ill place (AID) _ 

-.... ,.-. ..,-.. -.,-~.-. ----c~Procedwes~·mc. retiiacementofSOD, accoli"ritlng-·and prog'rarnmaticCrlierla, in place· -_.----;---. 
(AID) 
• EF capitalized (AID/Min of Finance) 

--~------~--N~l~umberGfGfiU~a~~repo·'~~~)~--------~------~------------~------~~ 



IV. FINANCIAL PLAN 

A. INTRODUCTION 

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

B. DOLLAR DISBURSEMENT USES, MECHANISM AND SCHEDULE 

USAID financing for KEPEM totals 533,000,000 of nonproject assistance. This 
assistance will be provided in tranches as specific conditions are satisfied and will be 
provided on a cash disbursement basis. As required by Agency guidelines, USAlD 
requested and received authorization from AIO/W to use this mechanism (See Annex III). 

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 Banlc, the 
International Monetary Fund, and. other international organizations such as the African 
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 GOP 
and total outstanding debt equals approximately 136.4 percent of GOP. Currently, debt 
servicing totals 80 percent of export receipts. The total eligible debt is equivalent to 5993 
million. 

It is reasonable to assume that the GOM will use the KEPEM nonproject assistance to 
service existina 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-terms~--Notwithstanding·-these-debt-reschedulings; .--
service requirements on multilateral debt which cannot be rescheduled according to the 
terms specified by the World Bank and the IMF, remain significant. 
Agency guidelines require AlD/W authorization to use non project assistance to service 
eligible debt. USAID requested and obtained the required authorization as indicated in 

____ ~_--__ ----_---A--n_n--e-x-_rrI-~.~----~---------------~-_________ ~ _____ ~ __ ~~ ____ ~ ________ ~ ______________________ ----~--. 

___________________ ----'---____ ----'---___ :-' _____ :-'---'--'-. __ ~ __________________________ - ----------'------ _____ <0_-----:-_-.-- _________________ _ 



The followinl table shows the debt eligible for payment through KEPEM. 

Table 1 

MADAGASCAR'S ELIGmLE DEBT 
~l1lll0DS or US $ equIvalent) 

AMOUNT ........., 

as of end 1990 as end of 1991 
Million SDR Mlllion US$ Million SDR MllliOD US S 

World Bank group 
IBRD 13.03 18.6 11.32 16.2 
International Development Agency 552.05 789.4 634.01 906.6 
International Finance Corporation 13.23 18.9 11. 76 16.8 

International Monetary Fund 100.98 144.4 88.67 126.8 

Other International Organization 
African Development Bank 42.98 61.5 42.88 61.3 
African Development Fund 83.34 119.2 94.29 134.8 
CEEIBEI 49.96 71.4 53.68 16.8 
FIDA 19.22 27.S 20.1 28.7 
Other (BADEA, Ligue arabe, OPEP) 21.32 30.S 18.4 26.3 

Export-Import Bank 13.4 19.1 13.4 19.1 

TOTAL 909.5 1300.5 988.5 1413.5 

--·-Estimalecf Totaia-.s--of-12/311'9 r----- -
Source: Central Bank of Madagascar, May 1992, US AID staff calculation· 

2 •. Mechanism 

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 the 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 KEPEM within the GOM will send a letter to USAID requesting tranche disbursement 

., 

-~-- based on proof-that required-conditions have been- met along with the eligible debt schedule to "bepaid:--··c--~
US AID 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 AID/W for disbursement. 



The U.S. Treasury is then notified to disburse the funds to a bank In the U.S. t at which 
the GOM hal set up its account. The Ministry of Finance must establish a separate, non
commin&ied, intaest-bearinS account at a U.S. bank acceptable to USAJD. The Ministry 
of Finance will instruct the U.S. bank to release the funds for direct payment of the . 
specified debt as approved by USAID. The Ministry of Finance will then submit proof to 
USAID 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 -lune 1992 
for S8 Million: Tranche Two -October 1993 for 57 Million; Tranche Three ~ October 
1994 for S8 Million; Tranche Four - April 1996 for 510 Million 

DISBURSEMENT SCHEDULE - CHART 1 
($OOO'S) 

Thousands 
12000~1 ----------------------------~ 

I 

I 
10000· 

8000 

Jun92 Oct 93· Oct 94. April 98 

_ Series 1 

• '-".-,-,._,,,, .. _-'-



B.METHOD OF IMPLEMENTATION AND FINANCING 

USAID/Madagascar has selected the following A.I.D. methods of financing: cash 
disbursement, A.I.D. direct payment, buy-ins to centrally funded AID/W projects, and an 
institutional contract using direct reimbursement. Based on an assessment of the 
adequacy oCthe accounting system of the institutional contractor, letters of credit and 
bank letters of commitment may be. used.·· . 

Table 3 
~IETIIOD OF IMPLE.'\1ENTATION AND FINANCING 

ITEM rMPLEMENT ATION FINANCING EST. AMOUNT 

NPA USAID Cash disbursement 533,000,000 

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 200,000 

AUDIT A.I.D. Direct Contract Direct payment . 60,000 

CONTINGENCY 390,000 

TOTAL . $42,000,000 

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

I 
• 
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. ESTIMATEDBU EXPENDITURES i 

wnJary projccl budgl:l eXIlIC!I1.JlllJln:Sar~ presenlc:d in Tabll: 4 bl:low. A dl:laiial budgl:l 
prt:S;t:,'i, nlal in Annl:x VL

1

, I' ' 

"I TABLE .. 
I 

I. T~AINING I 

InsJilulional CUDlmcl1 
B I I 'I . u.J- n .' ,_,i, • 

-OTAL TRAINING! -T----·------r--
, , 

II. COMMODITIES r 

I~lilulion~l Conlrdcl i 

1,451,358 1,338,413 1,320,233 
128,375 145,564 142,039 

'-------i---::--o:~~--_"-- ___ ~25.~.~~ __ ... _______ . __ ~ _' __ " 0 

894,618 
145,070 

o 

391,745 
114.543 

o 

I ,I "" I 

___ !!!!y-::: In ...... '-''' ,c.~t------;---·---1·-;;;;,.Vi"".fiVi--.1i':iL~ ... ~r---.'"i~~----.. -=-----=-~---:-=----::::-::-::-~~ 
OTAL 

V. EVALUATION o o 

I. AUDIT o 15,000 , 

VI. CONTINGENCY 

RANDTOTAL 
I 

100,000 o 

15,000 15,000 

100,000 

15,000 

o 

o 60.000 

199 



Of HOST COUNTRY CONTRlBtmON 

The OOM will provide the equivalcnt of 514,000,000 In support (or KEJJEM which has a 
value of 2S percent of the overall total cost of the prosram at 5'6,000,000. The host 
country contribution will consist of the equivalcnt of 512,000,000 for the endowment rund 
and the remaining $2,000,000 from the required support of 20 percent for ONE's 
recurrent cost budget and in .. kind contributions such as office support and space and 
counterpans provided for the institutional contract team. The GOM will make two 
deposits into the endowment fund of 56,000,000 each at the time of the third and fourth 
tranche. The rate of exchange used to determine the equivalent of local currency to be 
deposited will be the hishest prcvailins rate of exchanae as of October 1, the beginning at' 
the Fiscal Year of the United States Government, ptccedinS the GOM budsct year in 
which the deposit is due. It will be the responsibility of the institutional contractor to 
track host country contributions. 

--~--:-'--- -----------------'----'~---.-.. , -~------'-------'------~---=------::------~-- ----------------------- ------- --- - --- ------ - --- --- - - -------- - -
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V. P,"',OGIlAM IMPLEMENTATION 

A. INTRODUcnON. 

The KEPEM Program consists of two elements: (1) NPA pollcyrcform activities and (2) 
s~iflc project activities to support implementation of the required reforms. This section 
of the PAAD describes howcach of these elements will be implemented over the Life of 
Program Funding. 

B. POLICY/PROJECT MATRICES. 

1. Policy Matrix. Table S presents each of the three program policy themes, detail3 and 
timing of . performance criteria and expected tranche release dates. As stated at the 
bottom of paae 46 of Table S I Tranche One will be disbursed upon signing of the 
Progn\J1l Agreement. The performance criteria for the release of tranche one applies. to 
the implementation of the entire KEPEM Program rather than to anyone individual 
theme. [tis expected that the GOM will m=t 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 required to provide a list of 
eligible debt to be paid with Tranche One. This isa recurring condition precedent 
required for the release of each of the tranches. . 

2. Project 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 k')erformance criteria. 

4S 



KEPEM NPA MATRIX , 
!. 

Program Goal " 
Establish 

j' 

I 
sustainable human 
and nal .. aI II 

eoosystems in areas 
of Madagascar where 
biodiversity is I 

Uuealened I 

I 

Program Subgoat 
To encourage suslaina 
nar .. aI resources I 

~~.ment i, 
, 

Program Purpose 
To create a policy I 

and instlulional I 

framework 0'1 
incentives and ! 

• I 
revenue generatIOn 
anduse. II' 

TABLES 

I 
No c6nditionality at this level since this is the sum 01 successful 
Peoormance Cderia in individual themes 
__ 1 __ _ 

--I ._- - _.- - - - _. ----------
I 
! 

Tranche 1: Pertormanc cderia (uphn signing) 
1. GOM agrees to'.the mrmance Cnleria and timing of the policy mc:trix Ihroug. approval bf the Cabinet 
2. GOM agrees 10: amn of ~T ' 
3. GOM publishes the acres establishing and operalionalizing ONE 
4. GOM provides legal . ion on ~ authody of the currenl govemmentlo commit GOM 
10 this program I . I , 
5. GOM provides ~ of IigibIe de~ kl be repaid beJore each tranche release 
6. GOM desi!J1a1es a U S. Bank account lor tran.cjer of funds 

. I 

I 
I 

I ' ,. I 1'1 , . 
" I " II 

, , 

FIXEO END POINTS 
(Desi!~ ~ ill E<P) 

• Decrease in rale 0: l:iiodiversiy 
depIetDn, as meas1.lfOO by 
- habilalloss 
- habilal degradalilo 
- biodiversity depIeliJn. 

Improved natural resoorce 
managemanl 
(SusIainabtf managed forests 
wetlands and agrict*uraIlands 
cuound naual habtcls) 

ElfectiYe policy and ilsthtionaI 
frarneM>rk (elective EAP 
impIt;mentaIion) 

II II ~ I 
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KEPEM NPA MATRIX 

I 

PRoGRAM THEMES & 
ELEMENTS ! 

I 
_ _ _ .. __ . _._~ _. I. . 
THEME. ! 
Institutional Perforhi 

- _ .. j" 

I 
Plan, monilor and I 
evakJaIe ItJe implelnent 
oIdleEAP i, 

I: 

EI8ineiaI 0----- r --
- --- -- - - I 
Strengthen coordinaf 
atrong orgailizalOOS 
WOfking ~ implerJltd 
IheEAP. i 
.- - _. - --- -- - - 1.- - . 
ElementC 'i 

sel" ~Piace an i
enviIoomenlai revi9w 
process tor invesIn1ent 
pIOjects ! 

I 

" I 

; 
~=~-,-i ~_._______ _ ____ .. __ . _____ _ 
GaM auIlorizes decree 
establishing pared 

on mOstly and Board of 
Direc.,rs 01 ONE 

--.-- -_._-- -- .GPM~s 
IegisIalDn establishing 
~nMew 
pocess 

, , , 

TABLES 

GOM conlribJtes 20% 
01 ONE's recurrent 
cost budget 

SpecifiC tSflvironniental 
review p;xesses tor 
hVt pcbfiIy reQions 
fncludrlg coasta 
areas em kxest 
access roads) legisIaIed 

YEARS 

Tr~~tApr~) 

GOM conlrib.des 20% 
01 ONE's recurrent 
costbudgel 

------·1- -- ---:-~--. ~------ ---- --.-- -------------
Nf!A vs~~l~UTS 

III ' 

NPA supPxts changes in pelbrmalCe .tIich require 
Iegisialon. decrees or policies. PJOiect inputs 5UpfDIt instN1ional amJlg8mef1S 
lor impIamenIalion em caPa:ilybuilding If1Iot9I TecMica Assistin:e. 

i 

'I I 
I 

I·' 

I I I I I I I 

FIXED END POINTS 
(Desir~~·.ECP) .. __ 

Central fDlicy fonnuIatiJn and 
coordination andy inplBmellling 
(he EAP e"'-~ 
4. ~ _~~::~~ ___ _ 

Central fDlicy IoonuIariln and 
coordination entRy blctilning. 
and suPlXXled tJv GOM 

EiMronmenIaI revieWPfiiC8SSn p.ace 
for mestment pcojects 

"II I I II I 
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i KEPEM NJA MATRIX 
, I 

I 
l : iiRoGRAMfHEMES 8. . 

EI£MENTS : 

- ----- -- - ---.- . I 

THEME II 'I 

New local NRM incentive 
i 

1 

I 

TABLES 

PERi=~_ ~~~"!E~ ~~ ~~~ of~~ps kJ HPJ 
I YEAR 1 YEAR 2 YEAR 3 

Tranche 1 (May~; _ Jranme 2 (Oe! ~L _ __l}anche 3 (Oct 94J 

I I .. I 

YEARS 
_I~~~~~l __ 

I elE!mentA --- -- - 1- -- ---------t------- -------"' -- -. 
Slr~ legislal~ 

OOM mpleme.is - - . 
and publicizes 1egisIa
live, regWakHy, and 
policy changes based 
on the resuls of dvee 
assessmenIS 

(~T~61 . __ 

incentives for local NfiM 

~~~H~ i 
Foster NGO growth and 
panicipalion in NRM ! 

I 

,. 

'I 

~.A ~p_~ ,,...,~ 

GO'" puiiiishes' an 
NGOcOcJeth .. 
CIcnI9S and simplifies 
ri!IllS 01 association, 
proceWres 
of incorporaloo and 
1e9a1 stalJS 01 NGOs 
and permits NGOs '0 
nken.e gifts and 
bequests, and charge 
IoIsefVices 

NPA supjmts changes in pemnnance which require 
legisIaIim, decrees or 'policies. PfOieCt inputs suppH1 inSlilulional arril1Q8fll8fls 
for impaefnenlalion and cap;lciry buikfing IhIOt9l Technical AssisIance_ 

I. " 
f 
J 

I' 1 I I' I 

1 ; I I.. I 1 

FIXED END POINTS 

"~~~_ BlECP 
New legislalion in Iofce ~ 
COOlfTIUIlIty and NGO r1ghIs aid 
responsNilies wiIh regard to SUSIai
".able r:alutal resources managemed 

le9isJar .... ' goverTW.g local Use ald
managemenl of naIuIaI resources 
~ Iocused in speciic saes 
in and around proIected areas) 

Leglslatilo allowing NGO·s to 
organize and to raise and spend 
funds and to 5eflIe as efteclive 
paMefS wiIh local associa«ms 
in sustainable nalJral resources 
managemeoI 

III I I I I 
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KEPEM NPA MATRIX' 
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I 
.1 , 

TABLES 

. - PERFOii.tANCiC - '~r-:--~- ~~~~A (~!iI- ___ ll~~~·i~XH~1 stepS '> ~~j 
IYEAR 1 YEAR 2 YEAR 3 YEAR 5 

.. -_._- .... ' ------1··.·· - -
t:~~!~ i 

Improved use of revenue 
lor nalurallorest mgt 

. J;leij!ent~'-------"-
ErKbwrnenl fund I""",,,, .. ~r . 
generalion and use 

, I 

Tranche 1 tM!t92) . _R~~{QcJ.~_ . _'!!~~(~!~) 1r~~_~~j _ 

1. 
! 
r 

. i---- ------. 

r ' 

stWntiVi teeslo(-pne iilStkuto-inlpcoved Pubistl ~ 
afKI palisand'a system of coIection and st~ fee lable 
Bdiusled 10 belter rellect acmooIflg 10 increase will appopriaIe market ¥aUt and revenue hom stumpage vakxizaliln 01 limber 
replacement cost fees. pIOCb:Is 

I • , I 

Filly percent Or . 
forest revenues 
wilbeexpendedon 
nab.nl1oresI malag9-
menI, ilc. butler zone 
plantations 

I' ' 

I r 

FIXED END POWTS 
~~changes. ECP) 

Finalcial resoun:es tor ~ 
NRM and biodiversity aJflSBIV'aWn 

Increased IOOiSi ~-CoIBCim -
lrom: 
- ~~Iee scheclJIB 

- Improved colleCtion and acoomIOg 
system Iollorest rtNeflUeS 

Increased percentage of forest 
rewnues allocated 10 natul3l1orest 
management 

. E~tUild~oo 
clcri'Jed and revised 

'I' 
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KEPEM PROJECT MATHI [ 
i 

P\'tOGRA'" THEMES & 
ElEMENTS 

tHEME I 
lnalilulion.l P.rform.ric. 

EI.m.naA I 
Plan, monitor .nd i 
.veluale the impl.m.naalio 
01 the EAP I ... 

1 

~I~!"!n! ~ I 

s'lrenglhen coordination 
I among organiz./iona i 
wodIing 10 Implemanti 
lheEAP ! 

I: 

i 

t'i:.~:.~. an I 

environm.ntal .~.w I 
proc .. alor iove.lm.nt 
projecl. ' 

. , 

\ 
12 ·"'.y-92 
I 
I 

"'ay92-1 "'ay94 
Ve ... 11 - 2 --., i . 

i 
Papal daInng .oIea and 
••• ponaItJMiM 101 
poIic:y Iormulation 
in the efWII .•• na 

! 
i 

Plan lor coordindng 
impiementllliOn and 
evelualion .oIea among 
EAP ac:lora i 

I 
Ouldallna 101.11&-
bIi.hing env. 'New 
proc:ea. with apedtc; 
proc:edur •• 1ciJ high 
pdortIy .... 1 

NP~ '!8 PrC?j4tci INPUT~ 

OUTPUTS 
Jun.,94 - "'ay 96 

. J!~~~~.- ~ 

Annual wOrilplana 
101 imple.Mnbng I. 
••••• UngprOgf ... 
olEAP . 

Procedure. 101 
Impr~ coofCfi ..... on 
adopted I 

Jun. 96 . May 91 
V •• r.S 

Evelualion oIlhe 
.1Iee_na •• of the EAP 

Erwironmenlal r ...... 
prace •• 1n place and 
adharedlo 

PA .upporl. 'change. in perform.nc. which IIqWr. .' 
."elation, ...cr ... or poIiciea. Projecl inpuI •• upport inelilulional .rrangemonla 

r impIemenlt10n and capac:ly building through Tac:hnical A .. iea-.. 

'·11 

" , , 1 

TABLES 

INPUTS 

1. One long-I.rm alMaor (4 yr.) in environm.ntal 
poIH:y anaIyW 

2 One long - l.rm advisor (4 y .... , 10 support 
implem.ntllion and evaluation 01 the EAP 

3. One long -I.rm advi.or (4 yr.) 101 deveIopm.nt 
01 operational plan 101 EAP coo.c*naIion 

4. Short-I.rm TA f6 monlhe) 101 davaIopment 
01 arwifonmenlal rNew proc: ... 

5. Short-t.rm training In policy anaIyeie. InaIiUional 
dawlopment,lnIormalion managamant. anwonmanlal 
, ...... pracadur .. , and impKI anaIpie 

6 '''Cal AdmI .... 1IItw AuieIanI and HCrataly .uppod 

1. Vallie"., cOlllfUata. and oCher aquipm.nl 

! I' I' "j" 

I. , 

FIXED END POINTS 

{Desi!~~"~ 
wnlral poky IomUaIan and 

coordination WIIIIlr "'1 m InIilg 
the EAP "'cta~ 

PoIic:y Iormulallon. moNIodng I. 
aveIua10n aptem In place lor EAP 

En.c .... coordination among aclorl 
III rmpIem.nIing the EAP 

Erwironmenlal ___ proc;-.In pIKa. 

and adhered 10,101 inwaIIMaI ~ 

, 'I 
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KEPEM PROJECT MATRIX 

! , 
PROGRAM THEMES &:--- -. ----I-------cilffiiiiis- --------- ---. 

--... y~- "'yl4 -jURa84 - May. -JUn''-.'':-''''Yil-- INRJTS El£MEHlS i 
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V ..... -2 ___ .VHra3-:_~ __________ V.ara5 ____ . ____________ __ 
THEIlE II I 

New local HAM Inc: • .ui.. 

~!!m!!1!~ 
Sbenglhen legiallilive , 
1nc: ...... 1or Joe. HAM 

, 

ElemenlB '. __ ._____ I 

foet., NGO growth and 
perlic:1paIIon In HAM i 

1JIIF_1lur.1nItWed 
I . An __ ...... of 

URani pI~ and 
waded c:taar9. 
egerclng HAM c __ • 

niWed I 
.. ~_.,_of Iegi~"n 

mpeding ..... 1Iec:w. 
. - . ofNGOe 

.. pe.dnera In HAM 

The preparation 01 drall 
1egI~ 'eg&UIIona 
Of poIcIaeto dMfy Of 
IInpfow ~ netur. 
'_-0-.-11 
baed on the rea ... of ... ---... 

L-___________ -+. __ ~ _________ :_~_J_ _________ ~--~ 
I 

_ PAw P!~ ~PUT!! 
PA.uppoM c ..... in I*form __ whtc:h •• , • 
.giUelion. decr". M poic:iee. ProjKllnpula auppod InItIutional ... ...-.... 
" ImpIemene~ and cepKly buIkIc1g through Tec:tftceI AaaIaIenc:e. 

•. Short -t.rm TA (12 monlhe) 10 ~ •• 
monitor. and .. c ...... r •••• of ... thr .. 
_aamenla. 

2. nv .. hid ...... chera and .... hId .. aIaIanIa 10 
Implement_ .... (12 monIhe NChl-
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C. IMPLEMENTATION PLAN 

L Joint GOMIUSAID Manaaemept RespgnslblUtlcs 

This will be at two levels: 

a) The KEPEM Evaluation of Program Team (KEPT) will be responsible for determining 
whether the program has met performance criteria in order to mgler release of tranche 
disbursement. As specified on page of Table 2, the formation of the KEPT is one of 
the performance cri~ria for the release of Tranche One. The KEPT will consist of the 
Director of the Treasury from the Ministry of Finance; the Director of Proaram and 
Evaluation from the Ministry of Budlet and Plan; the Director of the Ministry of Sta~ 
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 prolress towards, 
and achievement of. program performance criteria. 

b) The Progr4J11 Implementation Committee (PIC) will be responsible for reviewing on a 
more regular basis prolress towards the end of prolram objectives, including 
performance criteria and projectized outputs. The Committee will meet everyfour 
months, and will need to be responsive to a chanling agenda under a shifting government 
structure and an evolvin& EAP. The PIC will also assist the Ministry of Finance, ONE 
and other technical ministries in the overall coordination of the propam. 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, Prolres~ reports, identifying policy 
issues and making recommendations for the semi-annual meetings. (See Chan No.2). 

la COM Manllemept Remgnsihilltles 

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 fumishina the list of eligible debt to be paid with each tranche 
disbursement and verification that the debt has been paid. 

-"_ .. __ ._-_.- ---.-~----~ONE.wi1lbe theprincipalexecutingagency-of.KEPEM.-through .whichjmplementation. __ . ___ ... _ .. ' .. -'-.--~'---. 
efforts will be coordinated. DEF will be a key technical agency for program 
implementation, particularly for the forest revenue generation and expenditure component. 
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:L. MIssIon MIOllcmcpt RC5pouslbUlties 

Within USAIO, the Agriculture and Natural Resources (ANa) office will be responsible 
for the overall management of KEPEM. The Environmental Officer will be the KEPEM 
Program Officer (this person is also SA VEM Project Officer, thus reinforcing linkages 
between these two major and complementary efforts) and will be assisted by a Program 
Coordinator. The Program Coordinator, who will be hired through a U.S. Personal 
Services Contract. will be responsible for the day to day management and coordination of 
KEPEM within USAID. This person's responsibilities will include monitoring the 
performance of an institutional contract which will be. responsible for carrying out project 
implementation. overseeing the activities carried out through the use of AID/W centrally
funcL:d projects and coordinatina with the Ministry of Finance to ensure that required .debt 
was paid. Both The Environmental Officer and the Program Coordinat.,r will represent 
USAlD at Prolram Implementation Committee meetings. 

The USAlD Director will represent USAID on the KEPI' and will be the ultimate 
authority on determining whether performance criteria has been met. Once the Director 
has made this determination, the USA1D Controller will notify AID/W that performance 
criteria have been met which in tum will nqtify the U.S. Treasury to disburse funds to the 
GOM U.S. bank account as described in Section IV, Financial Plan. The Controller along 
with the Environmental Officer will be responsible for financial manalement 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 panicular to USAID. 
Representatives from the Project Development. Program and Controller'S Offices will be 
represented. as well as the KEPEM Program Coordinator. 

___ ----'---- _____ '--- _-=-_______ --=-:'--__ ---=-___ --'~~_:..__~_=_ __ 0 ____ :- __ .::. • .--:..::. ____ .-.::....: ____ ,,-. _ _ ____ ______________ _ _ ____ __ 
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it. BCSPODSlbllltles or lostltullonal Contract· and Centrally funded Actlyltles 

A U.S. based institutional contract will be responsible for implementing project activities 
for th~ Institutional Performance and Revenue Generation and Usc components of the 
project. The institutional contract will carry out project llctivities by providing technical 
assistance, both long and short-term; training and workshops; and commodities such as 
vehicles and computers. 

Under the first "'omponent, Institutional Performance, the long-term technical assistance 
team will consist of an Institutional Development Coordinator/Chief of Party for four 
years, a Policy Analyst for four years, a Monitoring and Evaluation Specialist for four 
years, and two local-hire support employees. The contractor will also provide six months 
of short-term 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 short 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 AID/W centrally funded projects. Inputs will include shon-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 n, through the 
Land Tenure Center at the University of Wisconsin and,the Decentralized Financial 
Management Projeciwillbe-i£Sed to lmplemerlt projectac:ilvfties-undcrthls comPOnent. It 
is anticipated that short-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 support to a workshop on the revision of an NGO cOde. 

-----.--.-- . -Other AfDIWcentrallY-':CUnded projects -orIndeflniie-Quantlty-ConttacU--wm-"eu5e(f-to-·· 
provide bridging activities between program grant obligation and the arrival of the long
term contract team. 
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D. PROCUREMENT PLAN 

L ~RmeQt of Te:cbnlcal Assistance 

a. institutional Contract 

The REDSO/ESA 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 term technical assistants for the Institutional Performance 
component for fClur years and one for Revenue Generation component for three years. 
The institutional contractor will also be exnected to provide sl".on term consultants for the 
Institutional Performance component of 6 person months, for the Revenue Generation 
component of S4 months, for the Local Initiatives component of 3 months as well as 12 
months of policy ~tudies, 28 person months of shon term training and five trips to attend 

. international conferences 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 assi~tants 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 encourag.-.d to the maximum extent. possible. The contracting entity will assure 
compliance with the mandatory ten percent subcontracting requirement of the Gray 
Amendment. 

b. Person1d Services Contracts 

i. AU. S. Personal Services Contractor will be. hired as the Program Coordillator 
fer five years. This person will work under the supervision of the USAID Project 
Oti,cer and will assist in the management and coordination of all the pmgram 
~lements. Either REDSO/ESA/RCO or the USAID will do the contracting for this 
individual. 

ii. A FSH 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 
secretarial matters to support the program . 

. L ___ . Procuretp:nt of Commodities 

a. Responsible Purchasing Entities 

With :.sc:ic:t:lnr,.. From th" Pegiona.LCommoQity Managemcnt-Ot:ti~~~'D&hbCN.MH:O»).,-, tll:1T~SjA·'.:HID}-------
will handle the stan. up procurement of residential furnishings and equipment, appliances, 

. computer hardwa:reand--sOftWar~--anCl-veliicles-rleeoea-to fu()port the-tech-riical-assisWlCi . 
under the institutional contract. Any other procurements in support of the T.A.s will be 
included in the contract .md will be performed in accordance with A.I.D. Handbook 14 
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(AIDAR) and the Federal Acquisition Regulations. USAID will procure office furniture 
and suppUes, rest~ential furnishings and equipment, appliances, computer hardware, 
software and accessories and supplies to support the U.S.}SC. . 

b. Equipment List 

i. Program Coordination 

ITEMS QTY PROBABLE PROCURING AMOUNT 
SIO ENTITY IN U.S.S 

Residential Furniture, 1 set 000 US AID SO,OOO 
appliances and equipment 

Office and ADP Furniture 2 sets 000 USAID 15,000 -
Computer Hardware, 2 sets 000 US AID 10,000 
Software anI.: .\ccessories 

Typewriter 1 each 000 USAID 1,000 

Office and Computer 1 set 000 USAID 5,000 
Supplies 

Ii. Institutional Contractor 

ITEM QTY PROBABLE PROCUR!NG AMOUNT 
S/O ENTITY IN U.S. S 

Residential Furniture, 5 sets 000 CONTRACTOR 250,000 
Appliances and Equipment 

30r. LT Advisors ,-- . .. .. -
.. 

Computer Hardware, S sets 000 CONTRACTOR 25,000 
Software and Accessories 

Office and ADP Furniture 6 sets 000 CONTRACTOR 15,000 

Vehicles. field, 4 x 4 4 935 CONTRACTOR 100,000 
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iii. Local Initiatives T.A. 

ITEMS QTY PROBABLE PROCURING AMOUNT 
5/0 ENTITY IN U.S. 5 

Computer Hardware, 3 sets 000 BUY·IN 15,000 
Software and Accessories 

Vehicles, fi~ld, 4 x 4 3 each 93S BUY·IN 7~,ooo 

ESTIMATED TOTAL COMMODITIES $561,000 

Ja Deyelopment for fund for Africa Cel1lOc.tloQ 

This Project will be funded by resourcl'!s 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. source/origin commodities to the extent practical. The 
above list was reviewed by the REDSO/ESA Regional Commodity Management Officer. Only 
those items, including motor vehicles, w,hich are not serviceable or maintainable in Madagascar 
have been designated as eligible for purchase from countries contained in A.I.D. Geographic 
Code 935. The Mission, with the assistance of the Regional Commodity Management Officer 
from REDSO/ESA, is investigating the support available for U.S. manufactured vehicles in order 
to establish a Mission PoHcy that will be reviewed periodically. 

Based on the above. the REDSO/ESA/RCMO has concluded that USAlD/Madagascar 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 !'roject will kee\l records of all commodities, regardless of procuring 
entity, purchased with funds made available by geographic code to include in the annual 
report to AID/W. The Project Officer will also ensure that the Buy America requirement 
is included in the Scopes of Works for all technical assistance contracts and/or buy·ins. 

~ Commodity Markin, 

Commodities purchased with Project Funds will be appropriately marked with the A.LD. 
emblem. It is the responsibility oCthe USAID to assure compli;a..:,cewith the A.I.D. 
markin, requirements contained in Handbook IB, Chapter 22 .. When marking 
reqwremerits-hive not oeen-complieif with, tlie Missl"o-ri wlll-initiiie-corTecifve 0 action~ 

E. MONITORING, EVALUATION AND AUDIT PLAN 

This program of monitoring and evaluation is designed to meet two objective~. The first 
objective is to generate -11 ~ormation that can -be used to assess the progress and impactor .. 
theKEPEM policy reform program on natural resources management and biodiversity 
conservation in Madagascar; This information will also be used to adjust the progra.m as 
ir" ol:mentation proc~s. The second objective is to establish within appropriate 
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Madqucar institutions the capacity to genel':t'! ~nd analyze an appropriate range of 
empirical information to strengthen national policy making in natural resourccs 
management. 

L Quale" 

This monitoring and evaluation .plan 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 step (and 
the first step in measuring impact) is to establish whether the resources provided as inputs 
have accomplished anything; in panicular, 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 impl~mcntation of the set 
of KEPEM performance criteria is establishing a policy and institutional framework 
appropriate for sustainable natural resource management. These are purpose-level 
indicators. The last step 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 mor.itor..ng 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 mean-; 
for monitOring them are discussed in tum below. Input monitoring is probably most 
straightforward, and monitoring of goal-level impacts is most complex. A final section 
outlines the program evaluation strategy. 

1& loput Monitoriol 

In the first three y~r:~. the program encompasses the following inputs: 

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

IS person-years of long~term technical assistance; 
III person-months of shor;-term technical assistance; 
28 person-months of shon-term training; and 
12pefS()n~rno~ths of policy studies .. 

The USAID Program Coordinator will be responsible for monitoring and reporting on the 
~;.:;?u~itiijn of program and project inputs, which ~m be documented through the normal 

... 

correspondence associated with program and project im['ll'!ml'!nt~r;nn . This.inc!'Ul,Jti~,.~c __ -,---' ____ _ 

memoranda 01' understanding with the Government of Madagascar, project implementation 
. ··"letters, Project· lmplementation· Orders-fonechnicalassistancc- and training ~c financial 

repons, and program implementation repons. Input monitoring as laid out here 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 effons in Madagascar? 
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J... Output Mooitorina 

The program anticipates a range of outputs which are summarized :n Tables S 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 taJcen place effcctively? 
And if so, what has been the impact of the policy or institutional change on natural 
resource management and biodiversity? Scction III 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 coursc·of program 
implementation. Different but complementary approaches will be u~ to provide the 
answers to the three output-!:.vel quesuons: 

a. Meetinl or 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 or 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 fot' 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 l"le S'J:ceS!i of the KEPEM program. 

c. Impact oC performance criteria. 

The KEPEM program encompasscs 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 three 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 concen with 
~.IJ). 's~_A ~. P!'CJj~t, apr9jec~s~iti£~lyd.~Jjgll~ ttl. geJl~~~ a large~a.mllunt of 
imtJclCt-relevant information on on-going ecological andsocio-economic changes in 
Madagascar. In addition, much relevant information will be available from the baseline 
surveys and program monitoring activities supported through USAID-funded OPOs in 
Ranomafana, Amber MQllnt:.in and el~wbfl!rfl! TnfonDlItion frnm th .. ~ rh~ 

complementary sources will be assembled largely by the ONE monitoring and evaluation 
... . advisor ; although· theUSAIDProgram Coordir.ator wi\1·bearsome of these· 

responsibilities as well. 
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Output monitoring as laid out here is a more elaborate proces=; than found In many 
Pro8raJnS. This reflects the largely experimental nature of the KEPEM prolram, and the 
many unknowns and assumptions embedded in the program. It is anticipated that a 
careful focus on implementation and impact of performance criteria and outputs will 
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 Madagao:car. 

~ Purpose-Leyel Mopitoring 

The overall KEPEM program purpose is to create a polic:y and institutional framework: of 
incentives and revenue generation and use that encourages sustainable natural resource 
management in Madagascar. Achievement of this purpose will be associated with a 
concrete indicator of change: effective natural resource management in areas where 
biodiversity is currently threatened. The same three-pan monitoring scheme laid out for 
the "Output" section above will serve well as a basis for assessing progress townd 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 tum 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 ~mpirical 
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 fo!' preparing interim progress reports at regular intervals that present such 
judgme;1t$ for review by Mission management and Madagascar implementing agencies. 

The monitoring program 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 monitorinl process itself will 
become institutionalized, thus strengthening the capacity to promote effective and 
sustainable natural resources management in Madagascar. 

~ Goal-Level MonitoriPI 

The goal of the KEPEM program, like that of the SAVEM project, is to "establish 
sustainable human and natural ecosystems in areas of Madagascar where biodiversity is 

_ _ threatened~ .--USAID/Madagascar has made a solid stan toward an effective monitoring 
approach by supporting the establishment of ANGAP (through the SAVEM project), an 
organization specifically charged, among other things, with monitoring .the status of 
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ecosystems and changes in biodiversity in key areas of Madagascar. Hence goal-level 
monitoring under KEPEM will be possible to the extent that the SA VEM project is 
effectively implemented and to the ex.tent 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 inevirable 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 refonn activity; rather, it is designed to keep US AID management in 
close touch with the evolution of key indicators of progress in natural resource 
management and biodiversity conservation in the country at large. This is the most 
important reason for undertaking the monitoring effon. Inevitably, knowledgeable 
individuals will make infonned judgments about the extent to which the changes observed 
can be attributed to USAID's involvement. 

L Evaluation and Audit 

A comprehensive monitoring plan of the son outlined above reduces but does not 
elimmate the {leed for program evaluations. Accordingly, it is anticipated that two 
program assessments/evaluations will take place during the life of the program as outlined 
below. 

a. First 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 
assllre progress in implementation. 

b. Second assessment. 

This assessment will take place 12·18 months before the close of the activity, to provide a 
. . comprehensive-a::sessmentof results, which-wilHeed- into-the design of possible follow-on 

or second-generation policy adjustment efforts. Each assessment will cost approximately 
5100,000. 

c. Audit. 
-c ~ - ___ ,___ __ ____ _ ___ _ 

Finally, provision is made for a non-federal audit to ensure that program and, project 
funds have been appropriately utilized. $50,000 is budgeted to cover audit costs. 
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VI. St1MMARIES OF PROGRAM ANALYSES 

A. SOCIAL SOUNDNESS ANALYSIS 

1. Overview 

Cultural variation within Madagascar isa continuum resulting from repeated episodes of 
migration, assimilation and further migration over the past millennium, which has worked 
to diffuse peoples and institutions over large areas. 

The principal modes of livelihood for the 80% of the population living in rural areas are: 
rainfed agriculture on ~ lands, irrigated production on pennanent fields, slash-and
bum, Wl cultivation mainly in forested areas, livestock, fishing and to a more limited 
extent tmnting and gathering. These do not occur in isolation but are combined in 
different ways depending upon local ecological circumstances, and regional and ethnic 
preference. 

KEPEM's goal is to achieve a voluntary, self-interested shift from current, resource
destructive, production systems to new forms of natural resource management that are 
sustainable and will contribute to tangibl.e and fairly npid returns. Motivating people to 
change is acompl,.!: orocc;~:, However, there are examples in Madagascar of successful 
initiatives. Bloch , ~te'S that the Zafimaniry are 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 pastora!ists in 
Ambalavao that have formed an association to provide veterinary services and improve 
the quality of their pasture. And, villagers are contacting NOO'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 envirunmental policy evaluation and coordination should mitigate some negative 
effects of policy and action interventions by increasing m.e. transpaIency of the process by 
which their consequences are assessed. Facilitating local initiatives will materially 
increase the participation and control of first-line natural resource users in natural 
resource management, and empower them· to govern and manage more effectively 
renewable resources critical to their survival. Revenue generation from forest products 
will benefit local groups to the extent that they are involved in the generation and 
reinvestmelll of revenues .i~ 10011 resourc~ 1T1~~g~m~nt, in. this .~()f(orests. 

Local populations will be impacted on two levels: first, at the village or community level 
where local organizations will be supported through policy reform and provision of 
resources to initiate actions in support of envjronmental I'rnr~tinn ~nti dl"ve1nrm,"nt; ~"!ti 

second, at the regional public service level. Since local communities will be given 
-authority-toform-into··action-groups;- generate~andmanage-financialresotirces, and·receivc-· 
technical assistance from public and NOO service centers, they will be able to directly . 
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contribute to the economic growth and well-being of their communities. Ascnts of public 
sector technical and planning ministrics, and NGO organizations responsible for 
implementation of the EAP will be more able to fulfill their mandates to mobilize and 
suppon 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 able to form village committees and coml11unity 
self-help groups may not be as effective. Differential impact of progrnm activities by 
socio-economic strata, ranked groups, and gcnder 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 % while Fianarantsoa 
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 agrictllturallabor are weakening. Soil preparation tasks have traditionally been men's 
work. Men also plant and harvest. Activiiies connected with transplanting rice, weeding 
and maintaining garden plots have been women's work. Women also gauler firewood, 
cook, tend to the household and nunure 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 ~tatus of a few women 
in politics and government administration today, their role in production is relatively 
~mknown and certainly underestimated. Women enjoy the same legal rights as men in all 
aspects. There are no legal barriers to women marketing agricultunl products and in . 
most of the country women manage the household finances. Decisions to buy or sell is 
usually taken jointly by husbands and wives. However, attention i~ given to women as 
mothers. h~usewives and teachers rather than as producers and marketers. Consequently 
women have difficulty in gaining access to the factors of production (land, tools and 
credit); bear heavy household burdens; are isolated in rural areas lacking information on 
new opponunities; and, when working for others tend to be paid less than men. 

~use of the key role that women play in natural resource management. their active 
participationjn locaLdecision~malcing_and_ rule setting will be actively encouraged in the 
KEPEM program, notably the Local Initiatives component. 

3. Other Vulnerable Groups 

With the creation and upgrading of protected areas. there will be shon-term negative 
effe¢ts-onlocafpopulauonsfhathaveto give- up customary sOurces-oflivelihOOd based on 
forest exploitation. Those most affected will be landless and land-poor people who have 
few alternatives to traditional resource-consumptive strategies. Sharecropping (m~tayale) 
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 
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need to be considered as similar strategies for the survival of the poorest members of 
rural society. These exchanges are economic relations and social contracts, the 
expectatione of each pany to the contract and their implications for more effective 
resource management also need to be considered. 

The key to successful interventions lies in the participation of all users of a given area, 
and particularly those m\)st at risk. KEPEM will address this issue through the Local 
Initiatives component and through EAP implementation. 

4. Summary 

In the long run millions of Malaguy people stand to benefit from the conservation 
through development goals of the program. This includes the urban population which 
depends on the integrity of natural forest~ for water and electricity as well as the rural 
people whose rice cultivation will decline if the watersheds continue to be deltaded. 
More 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 areas will be directly affected. Some of the shon-tenn effects may however be 
negative, as some customary so'uces of livelihood may be curtailed in newly-designatcd 
protected areas .. 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, there is no single recipe for success, especially in the light of the diversity of 
Malagasy society and culture. 

B. INSTITUTIONAL ANALYSIS 

1. A Turbulf:Dt PoUtla. 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 carne to an accord on 31 October, 19910n a new State structure and a process for ~ 
arriving at anew Constitution. The Presidency· was stripped of most of its powen, these 
being trar-sferred to a newly-created High State Autholicy (HAE), supported by a 
consultatl' : body I the Committee for Economic and Social Redressment (CRES) and a 
transitiona.' Govemment of 36 ministries. This transitional structure hi! given itself 18 
months to a..~ve at a new Constitution and a Third Republic. The process belan with 
regional forur,",s in February, 1992 to~~anvas loca.L()pjl!!~n~~an~~I~l4~leg~~~ tQra 
NatioriilForurn tObe~tieldm lace March. thIS-will be followed by a referendum on the 
text olthe C~i1stitution in June, legislative elections in AiJgust a.1d presidential elections 
in November, 1992. The situation is complicated by the emergence of powerful federalist 
forces who are advocating the prooosition of a #Qnd, fedl!rnlist tl!ltt ~Inngc:iti .. th .. 

unitary state text on the referendum ballot. 

68 

• 



It is unclear how this drama will play out. But it has hll,rt, and will continue to have, far 
reaching impact on the institutional structure that relate;; ~o 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. An attachment to the 
Ministry of State for Agriculture and Rural Development (a non-executive 
Ministry overseeing the Ministries of Agriculture, Water and Forests and 
Livestock) was approved in March, 1992. The composition of the Government 
following the transition period is uncertain, creating further potential 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 collectiyit~s dtcentralisa;s, 
which have been "suspended" at all levels except the most decentralized - the 
Fokontany). 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 alreado/ cumbersome bureaucracies; 

o The opportunity f:>r environmental groups and environmentally inclined 
organizations, as well as (theoretically) local populations to participate in the 
development of the newConstitl. ion. Environmentally involved NGOs are 
represented among the 130-memtJer CRES as well as being involved in the 
National Forum process. 

o -- -- A-chanle in the-legislative-process, with-a-substantial-shiftin initiative and the -
capa<:ity to legislate from the Executive to a more empowered Assembly. A major 
change in these relatiems could significantly affect the processes by which all law 
is made and specifically the way in which environmental policy is debated and . . . 

_,___ ____ _____________ _ _____________ -..:"-0_'--__ =-_"_, ___ -0::-::. ______ , __ -_~ ________ _'___"__. _ _ _ _ _ ______________________________ _ 

o A major reform in the weak and ineffective justice system. The judicial branch of 
government is antiquated. mired in proceduralcomplexity,su.lpected of 
corruption, ponderous anc. 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 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 impaC't 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 C)/Xur. 

2. The Environmental Action Plan 

Madagascar's Environmental Action Plan ir, an ambitious undertaking, requiring sustained 
Government and donor commitment. ONE is tasked with overseeing its 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 suppan 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 pan 
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 try to replace that 
creative and imponant function. 

3. Local Inltiati yes 

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 
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 defining authorized and non-

. authorized users,of controlling use patterns to ensure sustainability I providing for 
investments to regenerate and protect natural resources, raising the mear'J 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 
C9untry witlt as. diverse. a.rangeof.environments.production "systems, soc:io-economic ... 
organization and local politico-legal arrangements. However. traditional systems for 
making and enforcing rules do exist, though overlain by more recent State~impvSc:d 
systems, and these offer considerable potential for setting frameworks for improved local 
initi"'ti"es . 

. -Ksecortd issueconcemSilie provision-oftechnical assistance -and lnformati'Jn. An
ineffective Government extension system and a poorly developed r4GO service sector 
pose problems for improved natural resource management initiatives, even though some 
of the techl,icai solutions are thought to be known. An analysis of the costs of an 

70 



• 

effective Oovemmentscrvice d('lcentralization argued against KEPEM addressing th.Is 
weakness. KEPEM ins~ Is supporting greater freedom of orsanilation and operation 
for NOOs, to increase their effectiveness as panners in loc:a.I resource initiatives, and 
deferring DEF institutional strengthening to the World Bank·led OPF project. 

4. Summary 

The institutional analysis notes that the rapidly changing political situation, besides 
presenting some obvious logistical constraints, also offers some opportUnities for 
KEPEM. Greater democratization and decentralization offer scope for loc.:a.l governance 
changes, such arc proposed under the Local Initiatives component of KEPEM. The 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 management. KEPEM aims to reinforce OOM 
committment to the EAP. 

C. ECONOMIC ANALYSIS 

1. introduction 

The relationship between Madagascar's environment and its econom;~ ;~:~,i institutional 
realities is in rapid transition. Any analysis which is based on a static ·.lIderstanding of 
what are essentially fluid relationships is likely to be misleading. 

"Environmental degradation" is one outcome of the individual producti(ln and 
consumption decisions· patterns of behavior· which make up the macroeconomy . 
Sustainable and widespread behavior change, however, takes time. There seem to be no 
examples, anywhere in the world or at any time in history, of the scale of chanle 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 
outside protected areas will have disapJ)!!".ared by then . 

. --- - - - -

A time·based strategy must operate at three levels: 

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

. 2';-itmifstinitiife me lorigferm structural changes needed lo(oster non~estructive . 
envircl1mentai ma.-:agement as soon as possible; 

3. it must offer a need and OPPOrtunity driven resource manaRemenr vision . 

.... . KEPEM -will-address-the~-threelevels;-as part of the national Environmental Action 
Plan. The basic economic premise of the KEPEM approach is that, in the long run, 
natural resources c:m only be successfully maintained if: 

1. it is in the self· interest of those with effective control over resources to su~tain them; 
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2. te(hnically feasible resource management options exist and arc available to resource 
manaacn; 

3. the gencral.izcd system of incentives provid~~ clear, consistent ?Jld ~!.able slgnClb in 
suppon of long term resource managemem h,iti,"I,tlves. 

Historically, systems of e)ttensive resource ;ljj,,\lagemt~1It in agriculture and herding have 
been consiswnt with the relative resource end<1WITt¢nlS In rural areas: large land area 
relative to population; availability of fertile soils (or crops and livestock; relative 
abundance of foresrs. As population has Increased and the re~ourc' base has declined, the 
relative scarcity of land, labor and capital has chanaed dramatically. 

Consequences ·of changing (actor scarcities are already secn in m~ny arw: Browing 
miBration trends (from the plateau to lowlands, from the south. to north); intensification of 
lowland rice cultivation in densely populated zones, furthered by the increased availabilhy 
of agricult.mal inputs (as J, result of more liberal economic rules); a reevaluation of L1Cl 
financial al',~ lctiveness of extensive herding, resulting in herdin, populations tuming to 
sedentary agriculture and, in peri-urban areas, tl) wood pl2Jltations; the potential for 
emergence of rural laboi' markets as successful diversification and intensification by more 
"rosperous and/or successful farmers gives rise toa demand for paid farm labor, 

In economic terms, these changes reflect adaptations to chang in, facto:- scarcities and to a 
changing economic environment. All available evidence points in the direction of 
acceleratin, change in relative (actor scarcities in the years to come. Resource 
management strategies which capitalize on these undedying trends appear to hold 
promise. 

Changes in relative factor scarcities are also leadin, to fund~nental changes in rural 
property relations, most notably as a result of growin, competition for access to 
resources. Violent conflicts over land access rights have been reported in the Malagasy 
press. Land tenure has taken on increasing importance throughout the country. Land 
tenure lsa complex issue with several dimensioJ'lS,illcltidillg issues of social justice, the 
emergence of "modem" agriculture and questions of direct relevance to environmental 
protection. 

1. Market FaDures • 

ntereare-a--myrlad . of marker fiiltii'essuch-as ilind- insecurify~ lack of competition, 
distorted priein" and other negative externalities which have resulted in resource 
degradation and lack: of investment in resource production. Like most countries, 
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~moresought·after-species.c cI.a.nd,c with· few exceptions, has been 
considered the propeny of the state since independence in 1960; a burdensome system of 
titling has discouraged private ownerShip. The majority of cultivated and exploited 
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terrain therefore falls under the rubric of customary usage rights. Land insecurity 
translates directly intI) a disincentive for productive investment, shonening the time 
horizons for front-line natural resource managers and contributing to the failure of 
markets to promote capital 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, the 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. Transport costs to the market in Antam.narivo 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 deforestation throughout the 1980s 
by conservative estimates totals 150,000 hectares per year or 1.S percent of the natural 
forest cover. At least three distinct externalities are evident in a loss this great. The loss 
in terms of biodiversity will never be known in forests characterized by a vast and 
un categorized 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 
cavy itself, responsible for an average of 135,000 hectares or 90 percent of deforestation 
annually bears associated social costs of atmospheric pollulion, loss of watershed capacity 
and soil erosion. . 

3. PoUey Failures. 

A fiscal system designed to promote sustainable management of natural resources would 

-
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tax negative externalities and subsidize positive exti:malities_~.t)e~el~_~h!c!l_..v.oul~._---_-.-_-.---_--._. _ 
------- ... -------- -. - -promote -production -whiclfwould'liaJancc-current --net'iricome with future potential. net 

:-:i .-------------

income. The t.axsystem 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 producers 
must purchase cutting permits through Department des Eaux et Forcts (DEF); large 
producers must pay stumpage fees according toa schedule which in noway 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. 
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The dismal collection rate· of stumpage fees has been well documented. Although 
approximately S120 million wOMaf forest products should be subject to stumpage fees 
annually, DEF is estimated to have collected the equivalent of $4,348 in 1990 (at the 
eltchang~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 all 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 fore.Cit 
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 S 1.12 million for the Antananar. '/0 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 52.S million. 

4. Sustainable FlnanciDl. 

The key to sustainable financing in Madagascar 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 responsii:)llities 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 govemment 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 analysiscannoueadily.beapplied to the KEPEMprogram~ 
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 soundpoUcy formation 
to support lona-term sustainability • While KEPEM. cannot be analyzed from a traditional 

_ __ _________________ cost-benefit_viewpoint, it is possible to estimate . the costs associated . with -not promoting-
policy reform, currently S-lS.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 

_---,-------ilaliii\temativos--automatically-as-they-beearna-eoonarniea1ly-Yial:;le.-The-paint-i5-that-ta'l*!Oi--------
associated costs .. of forcing such. substitution • poveny,. loss of biodiversity • increased . loss 

- of quality- of life: arc costS thafneea riot De Dome-in the presence-of icinonar policy.-
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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 does not arise from a desire to affirm 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 reforms supported by the 
program (if successful) will prove essential to implementing any viable sector strategy. 
Indeed, this is the fina! element in the economic justification of the program: it is 
impossible to justify undertaking environmental protection in Madagascar in the first 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-destructive 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, it is clear that the economic costs of doing nothing will have 
major negative repercussions on Madagascar's economy. It is funher 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.LD. 

D. FINANCIAL ANALYSIS 

1. Approach to Pro&J'3llllIline Funds 

The specific level of NP A dollar funding (planned at $33 million) is not intended to bear 
a direct relationship to the level of domestic budgetary 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 tranches un9~Lthe __ &A_derives_from_the_KEPEM-strategyof-building-a-bridge 

--~----betW-eenmacroeconomic growth and development, on the one hand, and biodiversity 
conservation and environmental management. on the other hand: 

________ -.!a!.!._-AD£lo~l~l"a":[ ....... d~is"'-"'bur~~me.'1tS-wilLse.P.le-di~eGt~y_foHabHeF"Y-ieing_repaymenr.-Itrti.wris~--------
critical transition period during which overall economic and policyJj\)eralizatioo_. 

..~-- (of whichKEPEMis-apan)llasnot)ief shown-irs-full results: easing balance of 
payments constraints will alleviate some of the pressure to sacrifice orderly long 
term decision-making on the altar of immediate foreign exchange limitations. 
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b. The dollar amounts released through the NPA are based on the importance of the 
reforms in meeting KEPEM goals, and the political and logistical difficulty in 
achieving these reforms. Tranches will be released as performance criteria are 
met. 

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

2. Basis ror Levels or NPA DoUar Disbursements 

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

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

b. that reasonable expectations of what GOM must spend to meet performance 
criteria not be more than NP A dollar disbursements; the logic of the NP A will be 
undercut if the costs of the program (to the GOM) exceed the benefits (see section 
3, below); 

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

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

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

3. Direct Financial Costs and Benefits Accruinl to the GOM 

The direct costs to the GOM of the proposed reforms concern two principal areas. The 
________ ..!.Jfill..>rsu.t...l.>isLth ........ e .... dcuir...,ec~t-"c~~pi""i.>.=t~l.i'7~tio!l._!lLthe..Endow.menLEun~the se-;ond-is-th:-cost------

associated with setting up an improved collection and accounting system. for stumpage 
... - fees; However ,for the latter; initial costs are not expeCted to behigh-,and further- -

refinement of the system will be more than compensated by the increased revenues 
generated (see Annex XII). Similarly the costs of initiating natural forest management 
plans will bedirectiy 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 incurred 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. 

---------r.-ifuowied~ortne-KesoUrtr.-Effective managemellt ohrresource-stan 
__ . __ kno\lv'ledge ~oLtllequantity, quality anddynamics_oCthat resollrc~.IIlJhe_caseoL . __ ~ 

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. 
Steps are, 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 
areas. FrM is currently carrying this type of survey and analysis, and, under the 
SA VEM project, BPS will coordinate the collection of relevant data for biodiversity 
conservation. 

2. Restructurine and StreD~beniog DEF. The weaknesses of the Forest Service 
(DEF) 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 circonscription 
levels, field staff that is too thin on the ground, lacks mobility and combines regulatory 
with extension functions, forestry legislation and regulations that are 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 
resuucturing. The World Bank-supported GPF project is addressing these issues. 

3. Rural Tree Plantioe. 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 tree-planting time, land-use 
conflicts, and inappropriate rules (e.g., inability to dispose freely of planted trees on 
private land), etc. Conversely, rural afforestation is usually promoted, in a rough order 
of decreasing imponance by: the existence of cash markets for tree products that can be 
produced on short rotations; secUi.e land tenure; the need to mark propeny boundaries; 
me need to meet immediate and clearly perceived needs (shade, fruit, windbreak, dry
season fodder, etc.); and firewood scarcity. 

Given these attributes of rural tree planting, promising areas of programmatic support 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 tree planting. These kinds of regulatory reforms will be 
studied under the KEPEM Local Initiatives component. 

4. Cost Recovery and Revenue Sbaring. The salient facts are: out of an estimated 
total annual monetized flow of forest products ofSl20 million, less than 520,000 in 
stumpage fees have been deposited in the National Forestry Fund; the stumpage fees 
currentlyappUed . do· not -remotely -reflect-tree -market-values-or -replacement ~coSts; .. 
panicularly in the case of valuable indigenous hardwoods; the revenue-coUection 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 sharmg wIth lower levels of government. 
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Against this background, institutional and policy refonn 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 Forestry 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. SbiCtine Cultivation (Tavy). Slash and burn 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 shortened. 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 it 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 shon-tenn economic sense to 
forest dwellers who have no alternative fonns 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 tavy 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 forestry/agroforestry elements. such as plantations 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 
-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. 

___9iyentheilistoryoLtavyand 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. ElI1c:lency 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 natural 
forest and plantations results in average recovery rates of about IS percent. Rates of at 
least 20 percent are attainable with improved traditional methods, and of 2S 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 pan 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 products is initialed. 
The poor management of private and public woodlots near the capital has been reponed 
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. Loe&ine 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. 

8. 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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ACTION MEMORANDUM 
AFRICA 

fROM: AfR/EA, 

TO 

APR 2 I 1992 

FOR THE ACTING SSISTANT ADMINISTRATOR FOR 

O.&J 
A. David Lun~gerq 

SUBJECT: Madaqascar Amendment t tha Ad Hoc Oeleqation of 
Authority to ApproveK£ EM at a New Fundinq Level and 
Use of Funds for Debt S~rvicinq 

,roblem: USAID Mi •• ion Director in Madaqaecar request. an 
lncrease in ad hoc d81eqat10n ot authority to approve the 
Knowledqeand Effective Policies for Environmental Manaqement 
Proqram (KEPEM) at a n6W tl.mdinq level of $42 million, an 
increase of $7 million and to use the cash disbursement proceeds 
eo service debt owed to the IMP' and multilateral development 
banks. 

Diseu.sion: The tePR tor the revi.ew of the PAtP took place in 
AXD/W on January 11, 1991. It approvltd t.he PAIP at a level of 
$35 million ($30 million NPA and $5 million PAl and AA/AFR 
d.leqated authority to the Miasion to (a) approve the combinea 
KEPEM proqram/project document and authorize a PAAO and an FY 
1991 obliqat1on of $10.St million; (b)aPPt'ov •.. .incr.mentalPAAD 
.amendmentsthareto forcatotal cor,;j:iined proqram/project amount 
not to exc •• d $35 million with the underatandin; that the 
incremental PUC amendments would noe chan98 the basic: ob;ective~ 
of the sector retorm conditionality framework; and (c) to 
aut.horiz. related project assistance. The !tePR was concerned 
that the proqram as proposed in the PAIP was possibly underfunded 
(sea attachment). AIO/W indicated to the Mission its~.~C)penn.ss~~to.
a Mi •• ion reC01\Un.ndation-to-increas~Fth.-proCJtamTs·-fevel of 

·~··......c+·~--··fundfnq·~-··However, due to pol i tical turmoil in the country 
initiation of the proqram was postponed to FY 1992. 

Durinq t:hedesiqn of the PAAD in F'I. 1991 and FY1992 ~F'te4a-l: 
analvsi" Indi.c~teel thai: the proqramwas, in fact, underfunded ana 
that an additional $1 mil.lion isn.~d.dtosupport theGovern.nient~~C 
at .Madaqascarcini't:s·.fforts ·to·· caz:ry out.pt·oposea reforms. 'llh. 
conditionality eramewo~k remaina as proposed in the PAtP. 

The revised total tundlnq of $42 million ($33 m111ion NPA.and $9 
millionPA) include. NPA tundlnq to be disbursed in four tranches 
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ot sa million (shortly atter sign1nq), $7.5 million (after 18 
months), $7.5 million (after 30 months) and $10 million (aft~r 48 
months). Th. projectized component of $9 million will be for 
technical assistance to includ~ three long·term advisors to ~he 
Mational Office tor the Environment, which i. responsible for 
implementation ot the Environmental Action Plan, ona lonq-term 
advisor tor s.ttinq up the endowment fund, and one long-t.rm 
PSC proqram coordinator. 

3u.tification tor axpanded DOA: (a) the revision ot ths stumpage 
tee schedule and collection ot stumpa~. fe •• as proposed in the 
conditionality of the PAAO will ba politically And logistically 
costly to ths government. To institute thasa retorms, the 
government will have to incur consid6rable costs in devaloping a 
more accountable fee collection sy~~.m. Increased revenues from 
stumpage fees will ultimately halp the forest service meet 
recurrent costs and nelp achieve the sustainability ot torestry 
operati~ns in Madagascar. (b) The PkAO dasign includes the 
establishment of an endowment tund. As part of program 
conditionality, the 90vernment will be required to capitalize 
this tund. The idea for e.'tabliah.l.nq an .ndoW1!lent tund was 
conceived aftar 'the PAIP design. for this fund to be e!tactive, 
the government will have to tund it at a significant level. 
Additional funding is needed 'to offset this cost to the 
govarnmen't. (c) An increase in tunding is also r.quired 11nder the 
projectized component 'to assist the government in the 
implementation, monitorin9 and eValuation of the Na'tional 
Environmental Action Plan. 

The PAAD proposes to use the NPA cash disbursement proceeds for 
debt service. The Aqency guidance on use ot cash transter 
proceeds ( 87 _ Stat~325792),made applicable to_ Dl"Acash 
disbursements by 90 State 50769, stat •• that "in certain 
instance. where recipient country dept service is a si9niticant 
barrier to growth and development, ... cash transfer as.istance may 
ba u.ad to ettect debt service payment. The use ot cash transfer 
dollars tor debt service payment may ~e particularly justified 
whan such serVicing will have a significant ettec't on leveraging 
additional tlows ot development finanea. H The coUntry is in a 

--------------- -- ----------cri'tical--transitionper iod where~atterseV'en-mon'ths-of -strikes -----------
and civil paralyses, tha country's foreign exchange reserves are 
almost exhaust.d. Madagascar's d.bt service ratio in 1991 was 

=-

equal to 90.1 percent ot COP, and will be essentially the sama 
for 'the duration of this program. sufticien't foreign exchange -

--------~~----------~r~e~s~o~u~r~c~e~l~fr.o~r~e~s==s~~~n·t~l~a~l~l~m~p~odr~t~s~a~n~d~a~e~b~e~s~eftr~Vrrl~~c~l~n~g~awr~e~n~o~er-~-----------
currently av"ilable .. _ Be~ausa of 'the coul'\tr.y I fI d_e):)'t prof ils, the 
servicing of eligible debt is-the mOI'C targeted an(1- quicKas~- ~-
mechanism to address Madagascar's seriously ill economic 
condition. If this high level of deb't service were tully met, a 
wholly inadequate amount of funds would ba lef't fo~ development 
purposes, and several important ~av.lopmant projects would have 
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to beeanceled. Thus, debt service is clearly a barrier to 
Madaqasear's development. 

;: , ,=I.J 

State 325792 ~l.o states the first priority debt serviee is non
mllitary debt owed to the U.S. Government. The only such debt. 
that Madaqascar owes is to t.ho Export-Import Bank. To t.he ext.ent 
that this debt is not rescheduled t.he cash disbursement proceeds 
will first be applied to it. State 32579~ statee that the second 
prlority debt service is that owed to multilateral development 
banks and the tHY. Madaqascar's debt service to the IMF in 1991 
was J43.3 million and t~ the 18RD and IDA $84.5 million. These 
l~vel~ will continue well beyond the lit. 0' this program .. Tne 
eash disbursement pr~~eed. not applie~ to non-military debt 
service to the U.S. Gov.rnmen~ will be applied to this debt 
service. 

Under State 32'792, the approval ot the assistant administrator 
is required to permit use of eash disbursement proceeds to 
service debt owed to the IMF and multilateral development banks. 

RgcommindltigD: That you (I] amend the ad hoc daleqltlon Qf 
authority to the mission director, USAID/Mldaqascar, dated Maroh 
lOt 1991 to approve the KEAPEM PAAD and authorize incremental 
fundinq amendments, to increase the authorized amount by $7 
million. fQr a new total LOP Qf $42 milliori, and (b] approve the 
use ot cash disbursement proceeds tor service of debt owinq to 
the rMr and multilateral development banks, to the extent that 
there is not unresch.ec1uled non-militat'y d.ebt o\l1n9 to the U.S. 
Government. ~~ . 

·APprOVe<i:~ I~ 
OislpproVed: ___________ ~ _____ __ 

Oate: Y,/2,t./?'!. ( 

c .. att:ed:AFR/EA'SPU~47.7988:02/21/92:KSPEMADH.MEM 
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rl r.J';''J~N 
·r !=1J;UC '7~C:3/~1 ?~:)?~:3~ 

7 " n ,I tI '.1'.11 I Z Z Q .. 

., 1 r:':512Z "'~R ?1 
~~ ~~C51ATr W~~~&C 
1: !1' J ~'~ ,A N / A ~ 5:.., B ~ 5 5 Y A ~ TA N A 'IA iU v:> a 1 ? 2 
!~F0 RrF"~R/AMrMFAssr NAIRO't ~93. 

t" r: T ~ ~ ~~rTtON ~1 OF ~3 STATF' ?7705~ 

• II "~ " A r Ii (\ 'C T FOP R r D SO/ r S A R L A 

l' C 1;::"51=: Nn 

ST~rp. 

DUPE ~Clj 

LOS: D~ 
11 '1AR 9' 
:Ij: :'1=":"11 
CHRG: AIr 
DISTI AJ~ 

r~G~: , 
crtJECT! 'CPR nUlrA~rr CAPLE FOR MAtAGASCAR ~~O~LFOGE AND ~j 
F~~!~TIVE APPLI:ATION OF POLICIES F~R E~VIRONM!NrAL J 

r~~'Gr~rNT 'Kf~prM) PAtP A9?~\13 

rr~: A. ~~ STATF 194322 
C. AST~NA"ARIVO ~073~ 

F. P0 STATf 050759 

1, iCpq rOR SU~Jrr1 PROJECT ~ET ON 11 JANUARY. CHAIRED P.T 
;rlI~C ~A/AFR ~.,r ATTFNtEt PY REPRESFNTATIVES or AFR/PD. 
,r~!~A. lC/AFR, ArR/OF. AFR/rR, AND STATg O~S~. . 
usprr/u'DAG~SCAR WAS Rrp~FS[NTED BY TSF ~ISSION DIRECTOR. 
T~l ECPR APPROVED THI PAIP F'R T~E SUBJECT PROJECT AT A 
TiViL OF &OLS 3~ ~ILLIOH ~HD RESOLVEr A NUM~IR or ISSUES 
nFlfiANT TO PAAD DESIGN. THE ECPR COM~EHDED THE MISSION 
~0R A FINE PIECF or WORK IN A ~rw, COMPLIX AND tIFFICULT 
HfA. 

? T~! tePR DISCUSSION ?!GAN 11TH A rocus ON ,r'P!M'S 
~)\ERAt APPROACH. T~r SPFCI,tc PURPOSE or THE KEAPIM 
HOG h,A'l IS TO ~o PILI ZE RESOURCES TO "'A KE 1II0D IVERSITY' 
"p' ~'H"'r~T AND PROTECTION SUHAIUtlLt. rHt CO'1PAtfION 
q; VI:1 c·; ~t~"~A L~ P R OJ"C T. SAVr~I1~~ (SI1S TUHAP.tE~ A PP ROA eRE S TO 
Vt~rLE rNVIRON~ENTAL ~AHA~E~ENr), 15 'O:USED O~ 

lr~~TI~'IS] ANO IHITIA'IN~ srsrE~S (INSTITUTro~s, ~ET~ODS, 
to'! tF:'~VIOIiS) TRAI WItL 'I APPtIlr. UNDER THF POLICY A~I: 
H ~1't '1':1" ION At CON'II,' ESTU!LI sun BY K n PrM. THE O:Y 
'r~rJG~' I!= 14~r C~~UllrrIES ANr. uruIt'UA[.S iiILL ~Et IT IN 

T' ~rrt HO~O"'TC IIf'lRrS'l' TO C~H!'r T~EIR BEl:fAVIOR liiTH 
-~-.~.--.~-:'.: ~f Ii r-1 O~~TRR fA TiN ETl 'S Pi CI ESU D AR F.A s;'-'--r'H:~p u ')~-~ ££ D S TO~ 

. ~~ CLr~RFi ON ROW lEAP!~'S POLICY AND INSTITUTIONAL 
,·1F;F.~. CIJ"'PYUD WIrH SAVE'1'S ACfnr'TUS, \#ILL CHANH f.'lE 
~rOI~Mrc Arr socr~t '~AMFWORK UN&FR WHICH THE ~ALA~A5Y 
:f~FLF ,reIDE r~ USE NATURAL R~SOUR:ES. AT rqE fARIOJS 
UOL:i OF P(1LlrIFS INSTITUTIONS CO!'iMU~ITT., ANt TRE 
I!;:'IVIn~!Al, '''''AT cF!ANH'S.IN POLICIFS, INSTITiJTIONS, AND AT 

~T~ tCo~~~iNrrY~Tnrt-IiILLLUC~TO~A~fE:~ E=o~o"IcANO S:)~IAL 
I~C~~TT~F STRUCTURF UNDER ~qICH PF.OPLE ~ILL ACT TO PROTECT 
!~~~~G!nED SPFCIES AND AREAS1 IN r~IS Ij£~ AND CO"'PLE~ 
·h~~~, T~r ~ISSIOH MAY NOT ~F CLFAR ON ALL THAT RAS TO PI 
~~~E .• HERE THER! IS UNCERT1INTf, HO~ IILL 'iAPE~ PR)~RA~ 

~ .. J.II-5 STAT! e770~e/il1 
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H,il'!"rrS -~D 'I'PJi' "I0'HTORI'l:r ~,ND EVAI(IHI:HI SYSH'1 !HLP 
(" I~, ~ f '( P F H ... AI NIH ~ P IF C ~ S JF r =-! E I Ij C E U I H F R A '1 Eli 0 R U 

, ::~~TTI~~'LITY: FIXED £IjD p~rNrS ~~~ SECTJ~ R~FOR'1. 
;', 'r~~!'~£J";G IHE C~HrTrO~ALIl'Y FRAMEwORK, THE ECFR 
",~ ,~ 7iH'" i'H PH~ 'NO PROHA"1 AGREF.~F.~T "1"51' CONTAIN 
CL ~~ 1" IrIAt CONDITIONS ANn FIXED ~IjD PJINTS FJR 5~CrJ~ 
~ ~ ;~, R', t" l' H F r u R 1: t "\ ~ J 0 R A R f A S THE ~ t S S I 0 H t 5 y; 0 ;; ~ I N ~ t N : 
(AI E5T~PLrSHIN~ AN ECONOMIC POLICY rRA"1~WOR' FCR REV~Nnr 
G : I 'r '1 rT t () ~ ~ ~ rUT It I ! AT I 0 'n (B) 5 r R£ ~J ~ r In .. IN'} P lJ U I C 
'~~~I7~TICNS; ~~D (C) STIMULATING LOCAL INITIATIVES. T~[ 
~;,~ ~uOUtD DESCRIBE TRE BASIC srEP5 FOR REACHI~l T~gSE 
F'l ?CrNTS ANr THFr~ FEASIPILITf. THE MISSION ~HOULD USF 
T':~ PH~ AND PF.OlBA,1of A:iREF..,ENT !'1END'1ENT PROCESS '1'0 T"E 
FA1!,r Tqr I~T[RVrNI~O STEPS HFFn CLARrrICATION OR 
k~~rSTO~ IH T~r LATER TfARS ,r TF.r. PRO~RA~ ANn TO THl 
F(1F~1 TRAT LATtR YEAR c~~nIrI'NS ~aE ~Jr SPECI~IEn 1~ TRE 
;'I c ~ t 

j ('(lI:rITrON~I ITT, FOCIISIN~ Tift CONrITIONALITY 
~nP·:"Oho{. :;rHN T~F. LAIiH NfJ~BER or IitDE-RI\NGI11l POINrs 
I',rI'~~:r U·,tER rQr. PAlP CO~DIrIJHALITY FRA'1E.OR<. TU ECPR 
.. ;.~ Co"r~ri"'Ef' WITFI TI:tE DIFFICULTY IN I'!O~ITORING AND MOVI~G 
'~h'~;~ SUCH ~ CO~PLEl AGENDA. r~E ECP~ TR~REF:R~ 
F!~O~~~~C~ T~AT T~! ~rssrON IDrNTIFf A FEW, FUNfA'1rNTAL 
H,F ~s rrft CONCT'T'IONS. SATrS~"CTORT GOR!'! AC'I'tO~ ON 1'!tESF 
~ ... PCIN1S S~oULD I~'ICATE ~ROAO PR)GRESS O~ TH~ I~OLr 
R~'GF OF RrrOR"'S DISCUSSED IN TRI PlIP. MANY OF TRE 
F:I\t~ ~CT I~CLUDED IN rRt F)R~AL COHDITION~ CA~ BE 
:"~lnl\Er liNtER COVFNANTS AND MONI'l'OREt Pr THE !'1I~SION AS IT 
T~~C~S ~rRM PfRFORMANCF ON srCTOR REFORM. 

- wISSIOH MAN~OEMtNT CAPAcrTf: WTTH ITS TIO LARJF 
P~C~~A~~ IN THE E~VIRjN~!~rAL seCTOR, T~£ MIssrON'S 
Cl'!-nnT AGRICUlTURAL, NATURAL RESOURCES, AH'O SU!lPORT 5THF 
,'ItL H SrRErC~ED TO 'l'R2 LI~I'1' IN MAN~GlIfG 'l'a:E UISrIril 
o(.i1FCtTO. THF K'EAPrM PROGR~M WILL ACC THE OAIINTING TAS:( 
:~ ~J~rTORr~G ~~ AMPITTOUS SFCTOR RF'OR~ PROGRA"1 TO 
~~'vr':'S IiIl'\rR~"lEjFPROJiCr AND Sl1URUTACTfVUtF.S. IT 
15 ~qr. iIEi T'HT UNTIL Ll.D. IS IN A POSITION T) PROVIrr 
r1~ ~FSIO[~r DR Sf.r, NECESSARY (A) TO 0' TqE ANALfrI:At 
~0~~ RFOUIRfO PRIOI TO IIPANOINl INTO NEW S~CTORS ANt (~) 
1'': ;'JFCI1AT:tY mfO!RSTAND AND MO .. ITOR THE IMPACT it ARE' 
··VyvG WITH rXISTING PROGaA~St THERF SHODLC ~E NO 
FJ?~NSr~N INTO OfR" SECTORS. SEPT!t _ILL ~FAL ~ITR ATr/W 

- _________ C'.~.~_~J l! ~_~_C_~_ST~ .. rl Nl ___ A MD __ ~I S S IjJLWO RICtOA D--C O'H ER IfS--AN 0 
":-:ru''!' TO RECENT MISSION C'AP.LFS. 

~ ~?C~RA~ rT~~~CIAt iEASIFYLIT1: FFCAUSF THE KFAr[~:S 

• ". I _________ , ___ 1-_ 
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~ ,'uildiiMli i;,.Ii1 .... _·';4ixti:;~-... -..;..;.· ' •.. ~ __ 1:_ ~~L 
(THCtAS StC'fON 3W 2)3 STATE 3?70~~ 0 

P!::iitTiJ':'tOUL CRHltJ!S, D!CFN'I'RALf!~~N, ~~r CIVIL 5FRVTCE 
~i~Cq~ t~ rPE t~'lR~N~ENrAL ~RfA I~PLY A LAR~E r~~r TC THE 
r. :' h ~. T P! r (' P R IU S C::> II C! R HE D '!' If U T H r PRO G R A '1 MAY JH: 
C· "'i~"'IJ~DE[l, IN TqE pun DiSD'4, ru "IS5tO~ !,~ijULD 
fl' f"'FiTHF A FtU~CYAL ~NHTSIS 0' TRr FU~NCIH COSTS TO 
1.; ~rR~' OF TH PROPO~iD RrFORMS. IN ITS Drscu~sro~s WITH 
'1':" ron .... TRF ~rssro~ MAY 1i15M TO INprCATr '!'KAT If THE: 
.:; '~ •• T ~ "T tL r II ~ r :J UN tE R T H F r:J" 0 A "I!: ~ r A L A H D r IF rIC n r 
.~ :. & • ~ ~ ~ (S!J C !{ ~ S 'I' P. ~ k E: 0 R :; A H r Z AT ION 0 r 'I' R r D HUT'" F. H Tor 
.:r~~ A'D FORFsrS),ApDITI~HAL RESOURCES "'" BE PROVIDED. 
T \I~' F";' POSE 0 F ,. L A R Jf R PRO :iR ,~ ~ 0 U L D BE T J P R , VI D E 
Ai i ITIo~'n RESOl'RCFS HIDED ro ACCELFRATF F'f'4DAMEHTAL 
n:~:~~5 Olj A Rq~AOER SCALE DURr'4J THE P~RT~O ~qfN rA~ 
~?~~~LFS FRO~ POLrCY C~ANlrS B£~I~ TO CATC~ UP iITR c~srs. 
'T ': '-4TSSION SPOULD UNDFRTAKE A FINAl/CIAL A~IALYSIS OF 
~!~C~~5 AS F~RLY IN T~£ DESIlH p~oct~~ ~~ P05SI~LE ~H~ 
~l[Tr' Alr/~ OF ITS fiFCOMMFNCATION ON T~E PhOCRA~ rrrNDI~G 
r r 'f • r. 
7 ~rrr FOR rf5rG~ A~STSTaNr.E: TH£ MI~SIO~ HAS TWO LARGE 
A i. "::"HIC'ATE,) OE~nN EHRCTSES IN PJPULHl)N A~O 
~. v Tj\c<;;'n:r SCHE!'l'LEt FOn T~F SAMF PERIOC. THI~ wILL TAX 
'!':I: 'HSStO~'s RELATIVELY S"IHL SrArF. UD/ii UND£RSrA~'1S 
T~'T RrrSO/FSA IS WItLIH~ TO PROVIDE tIM}TEt ASSISTANCE TO 
T'l~ SF. DfSIlNS, .QICH IiILL CO~PLr'1E"T THr COHS!TLnN'I'S 
pr/[~Fr FOR trsT3N TrAMS. AIr/ii IS WrLLING TO PROVItE 
5~nh~~£RM T~T ASSTSTANCf or PDOS OR OTHFR PERSONNEL TO 
:'HD YITt GAPS. TRIS WOULD ASSUME THAT CURRiNT TRAVEL 
~?ST~ICTIO~S F~SE. WITH RrQ~RD TO ,rSSION'S REQUEST rOR A 
~iiFR}[ ~O~TR pro C~ TDY, SUCR A PE~SON ~AS ~Jr FEEN 
"'cn;n. AIT'/I WILL COORDINATE IITR REl'SO/F.SA AND THE 
~IS~IC~ TO DETERMINE IF A~D i~rN ror rRAfEL 8Y.AID/~ PDO 

STA~r ~CULD BE ~OST RELPFOL. 

c, PAAD/PROJECT APPR~'AL AND AaTR~RIZATIONs TR£ A~/'rR 
r.irE~Y ~EL!GATE~ AUTHORITY TO TRI MISSIO'4 DIRECTOR, 
!';5nn/~.~AGASCAR, OR TO TRY PERSON ~CTU~ IN "'flU 
C~P~CITY, (A) ro APPR~'r rHE CO~~I~r~ "APF~ PRO~RAM AN~ 
r~OJ~CT ~OCUMr.NT; TO AUTRORIzr A PA1D FOR DOLS 13.9 
"ILLIc~'rOR F'f 199U(D) T~_~PPR~VE JNCRE-'E'4rAL pUn 
A~'~ "DMEN TS TH!RFTOrOR A TOTAL COMB! NED PROGRAM/PROJECT 
A~:U~T NCT TO EXCEID D~LS 35 1ILLICN ~tT~ T~g 
U'fFRSTANrJNG THAT TR! INCRr~FHTAL PAAD A~!~DMFMTS WILL 
~:T C~A~GE T~Z BASle ~!JEC'l'I'!S JF TRE SECTOR RErOR~ 
CL'r.n:CNHITY rUHfVOII!'; AND (C) TO AUTHORIZE: RHArED 
PR~JECT ASSISTlHC .. ; '1'''15 AD 'fOC O£LE:arIO~ :". AUTHORITY' 
~~PTL ~r 1XrRCIS!» UND!R ALL Tq! OTRtR TER"'~ AND 

-~-----------c ;,'-~ ITI C N S-'C" -~DO A -- 551,-1 ~ Cf: rr-r 0 R--r R r:- DO L U a--~~' (1 N T------ -----
lJ~JTA~IO~, ~~t IN ACCORDANCF 11TH TRl ~UIDA~Cf PROVIDEr 
~F~FI~. A~ STATED I~ PARA F ABOVE, rOLLJJINl THE RESULrs 
CF A FI~A~CTAL ANALTSIS OF T~! COSTS or ~EAPEM RrFOR~S TO 
r: : ~ r· It ~, T ~ r. '1 ISS I:> ~ 1 A Y U C:l '1 ~ END T I{ AT THE L H £L" g 

PnCJR . u D " IILL CONSIDER THE '1ISSION'S 
~~ CC"l'1E':OATION.__ _____ _ 

• 
T~ ASSIST THE ~ISSI:>N IN COMPL£rIHl Irs PROGRA~ D~SIGN AND 
BlVrr~I~G THE FINAL rOCUMlHTS, AID/W PROPOSES TO SEND 23 

UHCLAssniiD m-7 STATE 01111150/02 

---~.'.,.- -1·,- -- -, .. " ,. 
__ • _______ ~~_" .. ,. ___ ~ _____ ..2..-_0- ____________ • ,_ .• - __ 0"· __ 
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(I-'CLASSU'UO 

Sr\!OR ~In/W RFPREStNTATlvrS rRO~ APPROPRIATE OFFIC£S TO 
?IR!IC!?ATE IN THE FINAL RrVIE~ OF THE PROGRAM COCUHENT. 
1I!'f ~ AI ~ I'll Tn.., i 0 UL D B F "IL LIN} 'r 0 S Pi: N 0 2 -:3 inK SIN 
uArtJ~srAfi TOVARt T~r ENt OF T~r trSJGS PROC£SS TO (1) 
~~:r RFVlf4 ANt COMPLfTF TRF PAAr AN~ (2) PARTTCIPATE IN 
~ 1 ~ .: i ~ 5 ION 5 ~ IT f! U T :; 0 R '1 REP RE: S£ "I r AT I V£ S ~ NT f-J E RE: F' 0 R 11 
~(,~'C~, TC Ale TN THIS PROCESS, AJr/w SUGGESTS THAT AN 
l~r:RuAL FROCF~S or CONSULfArION OCCUR ryJRIN; Tq£ PAAD 
rY~I~N tETkEEN T~E ~ISSION A~~ AIC/M ON nfVELOF~ENT OF THE 
corrl"'l~NALl"'T rRAMr"~R!c, PRJPOS!:D COLLAR USFS AND 
T .. /i<T G, ~"c PROPOSEn LOCAL CHRENCY U'iES. 

~ :ON~!"~S: A NU~BIR jF CONCER~S DISCUSSED ~NO R~S~LViD 
Y\ l~F ISSU!S ~FETrHG ANn AT TRE ECPR ARE NOTID PFLOW. 

,. ~LA ~FRvrCFS' THF ~ISSIjN S~Jutt ASCERTAI~ 
r~~FrI~TrLT TH£ ATAILABILITT OF RLA SERVIe,s ro& RF'I~W OF 
1u~ PAAD, TFE AUTRORIZ&TION PAcrAlE, AND PnEPAR,rIJ~ JF 
r~~ PROiRA~ AN~ PROJFCT AGREEMENTS. 

t LOC~L-LrvtL PERSPPCTIVES: PURSUANT TO NEW nFA 
t~~TSL~TIC~, r~F PAAD ,UST I~DICArE RO~ TBE LOCAL- LEV!L 
c~n~DFr'IVFS or TRI RURAL AND URBAN POOR., IHCLVDI~G WO~[H, 
c~~r EF!~ rA~IN IHTJ ACCOUNT IN T~E DESIlN PROC~SS ANO ~OW 

L~C~L P~OFLE WILL !! CONSULTED A~D IHVOL'E~ IN 
I"'HE~.r'ITArI~H • 

r ~r~lCAL FRAMEWORK, TRE P'AO~UST CJM~~I~ A PRO~R'~ 
l~Gr~eL FhAMIWOR! WITa tNtICATORS or SUCCESS (EOPS). THE 
p,IAr SIl.,trLr ~LSO DISCUSS TRE PROGRAIIf'S EXPlCrEr PROGRESS 
1\ ~TT~rNING SUSTAINABLE BIODIVERSIfY AND !NVIRCN'1£~T~L 
FhvT1CTYOH IN T?F 'ORtST ANn ,OOPLAND SECTOR. 
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uNetAS SIC'rtOI 13 8 33 sun "773~1 0 
~ Rr~UIlID G~R" LIGIstATITI lC"~' TO HE!T fRE 
REQUIRE~tNrS or "A SECTION S11(l)(2.), r~2 PlAD ~UST 
trF~TI'T ANT GDRM LiGISLATITl ~CTIONS NIIDID TO ACCOMPLISH 
T?£ PROGRAM'S 'BJICTITES AND DESCRIBE Tal BASIS POR 
COHCLUUINQ TRAT T!rSI CHANGES WIL~ occua IN 1 TIMELf rlf. 

'A 

!, HOST COUNTftT CONT!IBUTION. 1 2~ Plftcz_r HOSt' COUNTaT 
CONTRIBUTION !~VAID fBI "Pl, AS WELL lS TRI PROJICT 
CCMPOH!NT, or fBI ACTI'ITY IS IIQUIRID IY rAl SECTION llt. 
LOCAL CURRINCT ~1.la1TID 'RO~ ral DOLLAR DISBURSIMINTS MAT 
1!F USED TO HII!' !HIS RZQUtll~lNf. TBZ ArJUCl BUIIAO'S' ,'. 
JULY liBe lIP! IIOtl'''' CI RZQOIllIS f!A' fBI LOCAL COIlllaT '~'.4. ". 
GEN!RATIONS BI OSID IN SUPPORT or fBI SIOTOI P10'11M 
O~J!CTI'!S. If A VAI'I! or ALL Oft PAIT ~r Tal SlcrlO. 111 
Rr~UIR!M!NT IS COWT!MPLATED, ~HLt fHI AA/Ar! CAN APrRO'Z 
TRF WAr'I!; IT ~UST II APPROTID PRloa TO PAAD APPROfAL; 
A~t TH! WAIT!R HOSf DISCUSS fR! GDBM'S COMMITM!NT TO THZ 
PRCGRA~ IN APS!NCI or, fBI R!~UIRED CONfRIPUTION. 

r. PROTECTION 0' TOtNlftA'LI lROOPS.· THI PA1D SROULD 
OTSCUSS THE STlPS fRAf WItL BI TAIIN !O ~!!f fRI 
RF~UIR!M!NTS or f!1 NIV orA LllISLATION THAT THE PROGRAM 
SHALL INCLUDI PIO'ISIOIS TO PROfIC!. 'ULNIRAJt! 3ROUPS r!OM 
POSSULI n'u'nl~:CoUIQ[JJ:NCIS or ~n, ·RlrORMS. .' . 

~. 01 SAO'A'If!UIO' III'IIPIUIS. fBf)UD MUST conn" A' .. , 
tI SCUSS IOIf CONCEIt IN; THI II'l'I'" 'rO't'V!ICB D ISADn. NUGID 
rNTIRP~ISIS VIL~JI IJI'OLTID IN fHI·1~PLI~INTATI~N or Tft •. 
PROCRAM. ')' ~._ ,itt .. , " 

. I·.·~ -.. 
H. »Ottll'11CIIIG. If 'IN IXOI"IOM TO fWI SIPAIA'!. 
ACCOUNT/DOLLAR TllC'I.~·IIQ[JtIIMIN!s·rOR THr., NPl PORTION -
or T!U II1PI?'! PRO'BAt": U'. COIlfIMPLlfll;' fill IIQUIS! rOR "': '. 
1RA'1' !XCIPf 1011 MUI' ,.II,A'PR01lD IT .,'11 Oll/Arl 1''1'11 I' 

CONstDltl1!IOJl· or;."'l: DllOIIP1'tOIi Or'!ll r)IIUI ItCRUll ". . 
ALLOCATION SYSTI"~DI8CUSSID IN .AI1 2(0)(2) or Rlr.(I) AIID 
SU!Hlf'.D to CO.,11SI OIDII rSI CO.'IISSIO.At JlOTI'IC1TION 

_PROCISS._. _ nDOLL1IS 'II _fllCIID. {_!II·PllD IIIDII_-'O 
DESCRI!I 'BI ~IC!lllIS~S, AS WILL.lS·'!1 IlSIS roa TR! 
MISSION'S CO.OLOSIOI II~AIDING I'll CAPABILITY or TBI ~DRM 

.. : ~ ,I. \..:,,1. , 
AGENCY '0 1"ICftyIt.T 111.AIII t!IIDOLtll S!PAIUI lceou"" 
PFR PAIA e(l) or.llr.(&, QUO!I, fIIB.CONCL[JstOIf rtLL DE 
EASED OM II!!11 A~rol"lL·rIlflIfCI1L.1SSISSMllff or !BI 
A~!HCT OR !BI MI5,tOI'S PAS! Il'lltlNCI .t,aitsl.AGIICY'! 

--"---- PIBrOIMAlfCI UIQUOfl. -'All5( 1) or. II'. (1' GOIS'OIl -'0---
STATI 'P.A' QUO'I.~If A BOS' CODI'I', AGINCt HAS 1I0:PltOR 
uprlIlIfCI VI!I.f11UGII'·llf l.I.~.··DOtLAR SIPAR1'1 

".lCCOUI'." •••. ~ . ' ... 'OII1AI. rl.UCUL U '"11ff HOST 
.. * '1 PllfOll1lD In .. . · . 
. r. . trl. .AIo/I U'TISln"IL; ..... 

'f 
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Listed below are statutory criteria 
applicable to the as.i.tanca resources 
themselv •• , rather than to the eligibility ot a 
country to recelve assistance. Thl •• ection 1. 
divided into thr.e parts. Part A includ •• 
criteria applicable to both Oevelopment 
Assistance and Economic Support Fund re.ource •• 
Part e includes criteria' applicable only to 
Cevelopment Assistance resource.. Part C 
inclUdes criteria applicable only to Economic 
Support Funds. 

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO 
DATE? 

A. CRITERIA APPLtCABLE TO BOTH DEVELOPMENT 
ASSISTANCE AND ECONOMIC SUPPORT FUNDS 

1. Bost eountryDevelop •• Dt zttort. 
(FAA Sec. 601(a»: Information and The overall objective of 
conclusions on whether assistance will Envirot'll!lental Action Plan (EAP) 
er.courage et't'orts of the country to: is to assist the Malagasy popula-
(a) increase the t1 ow ot interna~ional tion in protecting and improving 
trade; (b) fO'ster private initiative and its environment while working for 
competition; (c) encourage clevelopment and sustainable develo~t. 
use ot cooperativ •• , credit unions, anel 'Dle program will complement the 
savings and loan association.; roles of other donors in the 
Cd) discourage monopolistic practices; (e) implementation of the EAP. 
improve technical etticiency of inelust~y, 
agricultu~e, and commerce: and (t) 
strlnqthen fre. labor union •• 

2. 0.8. Private Tra4. aD4 %DV •• t •• Dt 
(FAA Sec. 601(b): Information anel 
conclusions on how assistance will 
encouraqe U.S. private trade and 
investment abroael and encourage private 
U.S. participation in foreiqn assistance 
proqrams (includinq usa of privata trade 
channels and the sarvices ot U.S. privata 
ent.erpr ise) • 

IV-l 

N/A 
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J. COD9ra •• ional NotiticatloD 

a. a.aoral roquir •• eat cry 1991 
Appropriation. Act SeCI. 523 and 591; 
FAA Sec. 634A)1 It money 1. to be 
obli91ted tor an activity not prev!oully 
jUltified to Congre •• , or tor an amount in 
exce •• ot amount previously justified to 
congresl, hal Congress been prop.rly 
notitied (unles. the notitication 
requirement hal been waived becau.e ot 
IUbleantial risk to human health or 
",eltare)? 
- -t. 

b. Hotiee ot Dav aeCouDt 
obl19atioD (FY 1991 Appropriation. Act 
Sec. 514): It fund. are being obligated 
under an appropriation account to vhlch 
they were not appropriatad, hal the 
Pre.ident conlulted with and provided a 
written justification to the House and 
Senate Appropriations Committees and has 
such obligation been subject to regular 
notitication procedures? 

c. ea.b tran.tor. aDd 
nonprojoct .aetor alsistaace (FY 1991 
Appropriation. Act Sec. 575(b)(3»: It 
funds are to b. ~ade available in the torm 
of cash transter or nonproject .ector 
assistance, has the Congre.sional notice 
included a d6tailod description ot how the 
tunds will be used, with a discussion ot 
U.S. intorests to be served and a 
description ot any economic pool icy 
reforms to be pro~otad? 

4. Enq1ne.riDq aad Pia.acial ,laas 
(FAA Sac •. 611Ca»: Prior to an obligation 
in exca •• ot $500,000, will there be: (a) 
engineer1nq, financial or other plans 
necessaryt'o carryout-tha-aslistance; arid 
(b) a reasonably tin e.tilllate of the cost 
to the U.S. of the a •• istanee? 

A Congressional Notification 
was submitted and expired 
wi thout objectlon on 2/27/92 

N/A 

N/A 

5. r.eqidative ActiOD (FAA Sec. _ Legislation governing local use 
611 Ca) (2) I It legislative action i.. and management of natural resources 
required within recipient country with ~ Legislation allowing ~t,s ~o __ ____ .. ___ _ 
r •• pectto,_a~ «;IbUgatJ.on J.n~.xca •• -ot------organ1zeand-to--raise--and spend funds 

---------- --$500, 000, ",hat is the ba.i. tor a and to serve as effective partners. 
rea.onable expectation that .UCh action with local associations in sustainable 
"'ill be completed in time to permit natural r!!so'.'.!'C~S r.lB!l.agement. 
orderly aceomp;ishment ot the purpose of -Dish,,"'sment of funds-conting:e:enncrt:------
the assistance, upon passing of legisla_t:veact_:o~~mi--

\ 
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6 •• ater Re.ource. (FAA Sec. 611(b); 
FY 1991 Appropriation. Act Sec. 501): It 
project i. tor water or water-related land 
resource construction, have benetit. and 
costs been computed to the extent 
practicable in accordance with the 
principles, standards, and procedure. 
established pursuant to the Water 
R •• ource. Planning Act (4~ U.S.C. 1962, ~ 
aAg.)? (See A.I.D. Handbook 3 tor 
guideUn ••• ) 

.'. '.. 7. Ca.b Transfer and sector 
A"istance (FY 1991 Appropriation. Act ' 
Sec. 575(b»: Will cash transter or 
nonproject .ector a.sistance be maintained 
in a s'parate account and not commin9led 
with other fund. (un!e •• euch requirements 
are waived by Con9res.1onal notice tor 
nonproject eector as.istance)? 

8. capital Assistance (FAA Sec. 
611(e»: If project is capital assistance 
(~, construction), and total U.S. 
assi.tance tor it will exceed $1 million, 
has Hission Director certitied and 
Regional Assistant Administrator taken 
into consideration the country" 
capability to maintain and utilize the 
project eftectively? 

9. HulUpleCountry Objective. (FAA 
Sec. 601CI»: Information and conclu.ione 
on whether project. will encourage effort. 
of the country to: (a) increase the flow 
ot international trade; (b) foster private 
initiative and competition; (c) encourage 
development and use of cooperative., 
credit unions, and savinqs and loan 
associations; Cd) discouraqe monopolistic 
practice.: Ce) improve technical 
efficiency of industry, aqriculture-and 
commerce; and (t) strengthen tree labor 
union •• 

10. 0.' •• rivate Trade (FAA Sec. 
60ICb»: Intormation and conelulionl on 
how project vill encouraqe U.S. private 
trlde and inve.t.ent abroad and encourage 

~----.------ ---- private U.-S;-p.rtie1pat1on-lritoriHqIC---
assistance pro~ram. (includinq use of 
private trade channels and the services ot 
U.S. private enterprise). 

IV-3 
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YES 

N/A 

Program will improve 
management of natural 
resources. 

I' 
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11. Looal CurrenoL •• 

ft. ~~cfpJ~nt contribution. 
(f'M .C;"C"1. ~);'!n,), I IIj(h)): '''''("rib" 
1II\'''pIII t"kflln il., "q"III" that, t, the ma)(imum 
I!xt,.nt pOl!lsib''', '/I" country l~ 
contributlna lOr.'.'Il 1·llrr.nci~~ 1.0 meet the 
co~t of contr~ctu~l ~nd other nervicps, 
;,nrj (oro!lqn cl.lrrl:'ncil'>s olo;T'letj \.'), the u.s. 
are utilized in lieu ot dollars. 

h. O.9.-0vne~ Curranoy (fAA 
S",r;. ':12(d)): [I",,~ rite U.S. "loIn excess 
t'croi-:;n e'll t't""~I' 1'( ~ he C'.:lUl1tr l' and, if 
so, what ,'\rr,'nq~m"nt~ have be"" mad. tor 
its release? 

c. 8.p~rAte ~CCOUDt (rY 1991 
"'ppr.,prf"rtC'n~ Act: .c;"c. 575), Ie 
a!;!'Iic:t"'ICI"I i~ (IJrrlic:tl"!'d to 8 t"'reign 
qOVP-t nment uncJr-r rtrr'''qe",~nts ·.Idch result 
in the gen"'r'atiorl oC local currenc! •• : 

(1) Has A.I.D. (a) 
required that local currencies be 
depo~ited in a ~eprtr~tQ account 
establish~u by the rpcipient 9~vernment, 
(b) .. nt~r~d int~ a~ agreement ~ith that 
90vernm~nt providing the amount or local 
currE'ncief: to be g""prated and the terms 
and conditions undpr which the curr.nci •• 
so derosit~d may be utilized, ~nd (c) 
e~tablish~d by agreement the 
rpsponsibilities of A.I~D. and that 
qr.v~r"ment to monito:'lr ~nd accollnt tor 
depo~lt. lnto and disbur •• ment~ trom the 
separate account? 

( 2 ) will such 1 oca 1 
currencies, or 8n equivalent am~unt of 
local curr'?ncien, t:-~ 'l<:ed only to carry 
out thO!? purrO$eg o( tll~ DA or F-:r chapters 
of thp. 'fAA (depE?nding on which chapter is 
the source of the ~~si~tanoe) or Cor the 
administr'ative requirements of the United 
Sta te. Government 7 .. 

(3) HillS A.I.D. taken all 
apprcrriate ~tep~ to ~nsure th~' the 
equivalent ot 10t:'41 currencies ,H,bur •• d 
{rom the separate account are u~ed tor the 
_gr •• d purpo ••• ? 

The GOM has agreed to 
provide a 25% contrlbution 
to KEPEM 

The t:. S does not 
ow"n excess 
foreign currency 10 
!1adagascar 

(a) N/A 

(b) ~/A 

(c) N/A 

N/A 

~/A 

: , 



.. 
1 

--. 

( .. ) It ... ittance h 
terminated to a country, will any 
unencumbered balances ot funds remaining 
in a •• parate account bo dispo •• d ot :or 
purpo.e. agr •• d to by the recipient 
qovernment and the Unit.d Stat •• 
Government? 

12. Trade ••• trictioDI 

•• 8urplu. Coamo4itie. (rY 1991 
Appropriation. Act Sec. 5~1(a»1 Xt 
a •• i.tance i. tor the production ot any 
commodity for eKport, i. the commodity 
lik.ly to be in .urplus on world .arket. 
at the time the re.ultinq productive 
capacity become. operative, and ia auch 
assi.tance likely to cau.e substantial 
injury to U.S. producers ot the .ame, 
similar or competinq cODlnodity? 

b. T.xtil •• (LauteDb.rq 
Amendment) (rY 1991 Appropriation. Act 
Sec. 521(C»: Will the assistance (except 
tor proqrams in Caribbean Sasin Initiative 
countries und.r U.S. Tariif Sch~~ule 
"Section 807," which allow. reduced 
tariffs on article. a •• embled abroad from 
U.S.-Dlade compon.nt.) be u •• d directly to 
procure f.asibility .tudie., 
pr.te.sibility studi •• , or project 
protile. ot potential inv.stment in, or to 
assist the establishment ot tacilitie. 
specitically d •• iqned tor, the manutacture 
(or export to the United Stat •• or to 
third country markets in direct 
competition with U.S. eKports, ot 
textile., apparel, footwear, handbaqa, 
tlat goods (such as wallet. or coin purse. 
worn on the per.on), work qlove. or 
llather waarinq apparel? 

13. Tropical roralta (FY 1991 
Appropriation. Act Sac. 533(c) (3»: will 
funds be used tor-any-proqralD,projac:t or 
activity which would (a) result in any 
significant los. ot t~opica1 tor.st., or 
(b) involve industrial ti~b.r Ixtraction 
in primary tropical forlst areas? 

IV-5 

N/A 

N/A 

N/A 

NO 

to 



14. sahel ~ocountiDq (rhA Sec. 
"l(d)): It ... ~MIf"1 proj_ct, hl'ls lJ 
d"'t"rm1n,~tiC'" t;--nll ,.",d, th",t til .. host 
qo,""'rllm"nt hl'l" ~rl """'lUlIttt 8) "tp", Cor 
"c:,.",unting ('-,r ... ",1 , "ntroll ir"l l'I;'ceipt lind 
6)(p",nditllf'fI' or PI'"Jnr:t !und" (either 
dollars or local currenc~' generated 
therefrom) 1 

15. PVO A •• ietaaGe 

1'1. ~udftjn9 aud r.~l.tratloD 
(rY 1001 "n'rrl'I"tHir'ln!l Act t:: 4 C. 537): It 
~i'!.d!lt,"'f'n til I·"f"" ",,,de IIvIII{I",ble to a 
pvo, h"'~ t hilt r:-rq,,,"1 ri\tion pr',vided upon 
ti",p.l~· r"'1ue Q I; 1111:' document, rile, or 
record n~cess~ry to the auditIng 
requirements ot A.I.D., and iR the PVO 
registered with A.I.D.? 

b. run~lD9 .ource. cry 1991 
Appropri~~ions Ac~, Title II. under 
heading "Private and Voluntary 
organizations"): It assi!ltanC't! 11 to be 
mac1p to ,., Unitl!'-! ~t."':'!!1 pvo (c,ther than a 
cOOr'H'l'Itivf' devnl0l'ml1nt 0['9an1 llltion). 
dO~!I it o~t~in ~t J~~~t 20 pel cent of it. 
total annual tunding (or international 
activities (rom sources other than the 
United States Government? 

16. Project Agreemeat DocumentatioD 
(State AU':',..,riz"tion ~ec. 139 (al 
intt'rprp.tn,j by conrcr"nce repor't): Ha. 
conrirm~tl~n of th~ ~~te ot .11n1n9 of the 
project ",q'""'':!rll!nt, includinq the amount 
involved, t~~n cabl~d to state LIT and 
A.I.O. LEl; loIithin 60 day. ot til", 
aqreemf'fnt'r; e"try into Coree with re.pect 
to thn Uni''''d ~t~~~~, ~nd ha~ f he full 
text of thn a'~rl?,.,m,."t been poudled to 
those ~ame orfi!.:''!!I? (See Handt,ook J, 
Appendix6Gtor a~r,.mont. cov.red by ~h18 
provi8ion). 

17. Metric sy~t~~ (O~nibu~ Trade and 
Corp"titivI"nf.:'!):!l AC"t of 1999 S.r. 5164, a. 
int"'rpr~ted by conC"'rl?nce report. amendinq 
Metric Conv~r~ion ~ct ot 1975 ~nc. 2, and 
as implll!,"~nted throuqh A.I.O. s:-"Ucy): 

___ ." ____ ----.~"~--Ool!s--tha -A fl" i stll nee --/teti v i ty-uII!-the--'- --------
.- metric .yst~m of measur~mant in its 

procur.ment~, 9rants, and other 
business-related activities, except to the 

IV-6 

N/A 

All requirements 
concerning PVO' s 
will be complied with 

All requirements 
concerning PVO's 
will be complied with 

Requirement will be 
complied with 

, , 



. . 
extent that such use is impractical or im 
likely to cau.e significant inefticienci •• 
or lOll ot markets to United States firm.? 
Are bulk purchases usually to be made in 
metric, and are components, subass.mbli.s, 
and .emi-fabricated materials to b. 
specified in m.tric units wh.n 
.conomically available and technically 
adequat.? will A.I.D. sp.cification. us. 
metric units of measure from the earli •• t 
programmatiC stage., and from the eerli.st 
docum.ntation ot the as.istanc. proc ••••• 
ctor exampl., project pap.rs) involvinq 
9uantitiabl. m.asurem.nts (length, ar.a, 
~olume, capacity, mas. and. weight), . 
through the impl.m.ntation .tage? 

18. WO •• D. iD D.v.lop •• Dt cry 1991 
Appropriations Act, Title II, under 
heading "Wom.n in D.v.lopm.nt"): Will 
assi.tanc. b. d •• igned so that the 
p.rcentag. ot women participants will be 
demonstrably incr.a.ed? 

19. RegioDal .D~ Multilaterll 
AI.i.t.Dce (FAA S.c. 209): Is as.istanc. 
more .fticiently and ett.ctiv.ly provid.d 
through r.gional or multilat.ral 
organizations? It .0, why is a •• istanc. 
not so provid.d? Information ~ ,d 
conclusionl on wh.ther assistanca will 
encourage dev.loping countri.. to 
cooperate in r.gional d.v.lopment 
programs. 

20. AbortioDs (rY 1991 
Appropriations Act, Titl. II, und.r 
h.ading "Population, OA," and Sec. 525): 

a. Will assi.tanc. be made 
mvailabl. to .ny organization or program 
which~~s determin.d-by-the-Pr •• ident, 
supports or' participate. in the manag.m.nt 
ot a program of coercive abortion or 
involuntary .terilization? 

b. Will.ny fund. be u.ed to 
lobby for abortion? 

--_. --------~-~--~ --- ------
-~-~- --- -- --- --- -~ -~--- 2·1-':~~~C-o·op.r.ti.,.. (FAA Sec. '111): 

YES 

!he project is not 
sus~eptible of execution 
as part of a regional or 
multilateral project, 
It will however, be coord
inated with other donors, 

NO 

~o 

-.-~--- ---.---------~.~-- -

YES 
Will ••• i.tance h.lp develop cooperative., 
e.pecially by technical assistanc., to 
assist rurll and urban poor to help 
f"bem"!-' u"'e .. c"'::;! .;-be-trt-e-r-l-j,,·~t ee--~?-=-----------------------

IV-7 
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22. 0.'.-OYDI4 rorli9D currlncie. 

a. C.e of currlncie. (FAA Sec •• 
612(b), 636(h); FY 1991 Appropriation. Act 
Secs. 507, 509): . Describl .tep. taken to 
assure that, to the maximum Ixtent 
po.sible, foreign currencies owned by the 
u.s. are utilized in lilu of dollar. to 
meet the co.t ot contractual and other 
.ervice •• 

b. ~llla •• of currlaoil. (FAA 
Sec. 612(d»: DOl. thl U.S. own exce •• 
loreign currlncy ol the count~y and, 1t 
10, whit arrlnglmlnt. have been .Ide tor 
it. relel.e? 

23. Procuremeat 

a. Small bu~ine •• (FAA Sec. 
602(a»: Are there arrangemlnt. to permit 
u.s. small business to participate 
equitably in the turnishing ot commoditie. 
and service. tinanced? 

b. 0.', procuremlnt (FAA Sec. 
604(a»: will all procuremlnt b. trom the 
u.s. except a. othlrwise determinld by the 
Prl.ident or dltlrminld undlr delegation 
trom hill? 

c. Hariae insuraaci (FAA Sec. 
604(d»: It the cooperating country 
discriminate. against marine insurance 
compani.s authorized to do busin.ss in the 
U.S., will commodities be insured in the 
United Statl' against marine ri~k with 
such a company? 

d. HOD-O.'. Iqricultural 
pr~curlmlDt (FAA Sec. 604 (I»:. It 
non~U:S~·~i~curemlnt ot agricultural 
c.olMlodi ty or product thlreof 1. to be 
tinlncld, 1. therl provilion against .uch 
procurlment when thl domestic prici ot 
luchcolNllodity 1. le •• than parity? 
(Exclption wherl cOlll1Dodity tinanced could 
not rl •• on.bly be procurld 1n U.S.) 

e. COD.tructioD or laqlDllrlaq 
Ilrvicl' (FAA SIC. 604(g»: will 
construction or Inqin@erinq services be 
procurld trom tirms ot advanced dlvllopinq 

----------------eo~~hi~h are otherwlsi Iligibll 

IV-8 

N/A 

NO 

YES 

N/A 

No construction is planned 
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under Code 941 and ~hlch hav~ attained a 
comr-.t it i VP Clip"')' II j ~,,' In tnt "rMt i onlll 
m,'r~.p.L~ I non" ,,( t "" !:'I a aroc'l«:' (E)(cE'pt i on 
ror t,"~"" e"!J'" I'i "'''l wI! i cl1 r,.(" i ... ,.. direct 
" ,.. " ,. -:- m i c: ,,\ CI., i .. , ,>I 11 .. ,. " Il rJ e r t h ,. r" " 11 a n r:I 
r"rl"'lfl lI"lt." ~t."",. (1rm~ t" "n"'pf!t(' (or 
r.C"Il",t,ructio'l "r PIl,:/IIl,..,rinq l'I"'rViCe9 
('"",nced Crom ~~~l~t~nc. proq'~ms ot the.e 
countri ••• ) 

(. C~rg~ preterenct' RbippiD9 
(f"" s,.-:, (,0:1)): 7c; thf! shJrl'ing e)(cluded 
£.rcrrl ct:'r.,.l i ."nc-~ 'vi i th the requ i ,'Ament in 

, s~ct 1011 9 'll (b) of th" Herchltnt Harine Act 
o( 19J6, ,'~ "ml"ll,jl"ri, that at J"'ast 
50 p"'rcent of the gr~s9 tonna9A of 
comm~ditj,.s (ccmput~1 separat.ly for dry 
bulk c~rri~r5, dry c~rgo liner q , and 
tanr.ers) (ln~nr.p.d r.h~ll b. tran5ported on 
pd ... ~t~l~· o\Jnp.d II,~, (lag commarcial 
v~s~"ls to thp. pl<t"nl, !'Iuch ves!1l!'ls are 
available at fair c'lnd re •• onable rate,? 

g. TecbDiea1 a •• iet~DGe 
(F'!oJ. Scpc. 621 (a»: If teehnic;,l 
assist~nce is Cinanc~d. will .uch 
assistance be Cu~ni9hed by private 
enterprise on a contract basis to the 
fullest extent pr~r.ticable? Will the 
facilities ~nd reSO'Jrces of othf!r Federal 
agencies b~ utilized, when they are 
particularly !Suitable, not co"W~titiv. 
with private enterprise, and IIIllde 
av~jlable without undue interference with 
domestic programs? 

h. U.I. air carrier. 
(International Air Tr~n.portation Fair 
Co~pp.titiv~ Practic~~ ~ct, 1974): It air 
transpo~tation of r-rClon. or property i. 
financed on grant b~~j~, will U.S. 
carriers be used to the extent .uch 
.ervice i. available? 

i. Termlnfttion tor c~nveDieDce 
ot b.~. Gov~rnment (F~ 1991 App'opriations 
Act SP.C. 504): It thO! U.S. Gov"'rMant: is 
a party to .. contract (or procuP'f!ment. 
does the contract cont"in 8 provision 
authorizing terminatio~ ot such contract 
for the convenIence oC the Unitrd State'? 

IV-9 

N/A 

To the extend possible 
YES 

YES 

To the extend possible YES 
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j. CODsultlDq •• rvlee. 
crY 19'1 Appropriations Act S.c. 524): It 
mlsl.tance 1 •. tor con.ult!nq •• rvice 
throuqh procurement contract pursuant to 5 
U.S.C. 3109, are contract expenditure. a . 
matter ot public record and available tor 
public inspection (unless otherJhe 
provid.d by law or Ex.cutiv. order,? 

k. M.tric cODv.raioD 
(Omnibu.Trad' and competitivenes. Act ot 
19B8, as interpr.ted by conCer.nc. report, 
amending Hetric Conversion Act ot 1975 
Sec. 2, and a. implemented through A.I.O. 
policy): oo.sthe assistance program us. 
the metric sy.tem of measurement in It. 
procurements, grants, and other 
business-related activities, except to the 
extent that such use is impractical or is 
l1k.ly to cause siqnificant ineffici.ncie. 
or loss ot m.rk.t. to United state. tirm.? 
Ar. bulk purchase. usually to be mad. in. 
m.tric, and ar. component., subaa •• mbIiee, 
and semi-fabrlcat.d mat.rials tob. 
sp.cifi.d in metric units when 
economically available and technically 
adequat.? will A.I.D. specitications us. 
metric units ot measure from the earliest 
proqrammatic staqes, and trom the earliest 
documentation ot the assistance processes 
(for example, project papers) involving 
quantifiable measurements (length, area, 
volume, capacity, mass and weiqht), 
throuqh the implementation _tage? 

1. Comp.titive •• l.ctloD 
Procedur •• (FAA Sec. '01,.»: Will the 
alsistanc. utlliz. competitive selection 
procedur.s tor the awarding ot contracts, 
except where applicable procurement rul.s 
allow otherwis'? . 

24.coD.tru~tl~~ 

a. capital proj.ct (FAA sec. 
601 Cd),: It capUal (J...:.SLr.., construction) 
proj.ct, viII U.S. engineering and 
prof.saional •• rvlee. be used? 

_.~ ____ b.~Con.tl'uct ioa-contract-- (FAA-
Sec. 511(C» : . It contracts tor 
construction are to be financed, will th.y 
be let on a competitive basis to maximum 
extent practicable? 

IV-10 
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N/A 

N/A 
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c. tarq. project., 
eonqr ••• lonal approval (fAA SIC. 620(k)): 
It tor construction ot productivo 
enterprise, will aggregate value of 
assistance to be furnished by the U.S. not 
exceed'SlOO million (except for productive 
enterprises in Egypt that were described 
in the congressional Presentation), or 
does assistanc. have the expr.ss approval 
ot congr ••• ? 

25. u ••• Audit R19bt. (FAA Sec. 
301(d)): It fund is establish.d .ol.ly by 
U.S. contributions ~nd admini.ter.d by an 
int.rnational organization, do •• 
Comptroller General have audit right.? 

26. communi.t Assi.taDce (FAA S.c. 
620(h). Do arrangements exist to insure 
that United States (oreign aid is not us.d 
in a manner which, contrary to the best 
interests of the United states, promot.s 
or assists the toreign aid projects or 
activiti.s ot the Communist-bloc 
countries? 

27. Narcotic. 

a. Ca.b r.imbursement. (FAA 
Sec. 483): Will arrangements preclude use 
o! financing .to make reimbursements, in 
the torm of cash payments, to perlona 
whose illicit drug crops are .radicatad? 

b. AI.l.tance to Darcotlc. 
trattick.rs (FAA S.c. 487): Will 
arrangements take "all r.asonable steps" 
to preclude use ot tinancing to or through 
individuals or entiti.s which we know or 
have reason to believe have eith.r: (1) 
been convicted of a violation ot any law 
orr.,9ul.a,t,i.on,of ,the United States or It 
foreign country relatin9 to narcotics (or 
other controlled substances); or (2) been 
an illicit trafficker in, or otherwise 
involved in the illicit traftickin9 ot, 
any .uch controlled 8ub.tance? 

lV-ll 

N/A .. 

N/A 

N/A 

N/A 

N/A 

I' 

-'-'-~I~ 
I 
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'9. !xproprifttioD DDd J~n~ Reror
(r~A ~"c. 620('1)): will al'l~ll1t~"ce 
pr"cJI/(J" ,,~p. of (1".1I,c1n9 t() "Ofllrensatp 
Ol.·/lprll (01' e)(rq'rtltlted Or:' nil' !on~11zod 
prel,,,rty, (I)(r."'r t If' r;ompen:<l",t ~ Coreiqn 
nr,tlrn.,lot in ""·rf.,,d:'IIC'" with" ll'lnd reform 
progl· ... m cl!rt i C L .. d b)' the Pre .. I dent? 

"9. Polic~ ~n~ P~l'OD. (r~ Sec. 
6~O): will I'Iqr.l~t~",=,,! preclu·l,.. u!'Ie of 
Cip"I1~l/lg to 1'1'01,'1,1'" training. IIdvlc .. , Or:' 
all~' (In<'lnc! ... l CI'Ir'S'f)rt for pol"o",!, prison!!, 
or other ll'lw pnCorcement torcr~, except 
for narcotics program.? 

30. CIA ~etivith. (FAA ~ec. 662) r 
will assistance preclude u.e of financinq 
for CIA activit! •• ? 

31. Hotor V.hicl" (FAA Sec. 
636(i)): Will I'Isst~t ... nce pr~clude use of 
tinancin'l for purchlt"!", sale, lonCl-term 
l!.' ... <:~. I')(ch ... ng~ or qll.,ranty oC the sal. or 
motor vehicles manuCactur.d outside u.S., 
unless a waiv.r 1, obtained? 

32. Military Per.enD.1 cry 1991 
Appropriations Act Sec. 503): will 
assistance preolud~ use of fin~ncin9 to 
~ay pension., annuiti •• , r.tir~ment ~ay, 
or adjusted servlcp com~enlation for prior 
or cu~r.nt military ~er.on~e17 . 

3). Paym.nt ot C.H. A'U!'5meDtll CF'Y 
1991 Appropriations A~t Sec. S~~): will 
assistance preclude usa of financin9 to 
pay U.N. assessments, arr.8r8 ges ~r dues? 

H. Hultilater,,' or9anha t:loD 
tendinq cry 1991 Arrl~rriation~ Act Sec. 
506): Will ~!I~i~tl'l"t;''' precludfl liS"" ot: 
financing to c~rry out provislo", ot FAA 
.ection 20 Cl (d) (t~l!I"sr .. r' of F1\1\ fund. to 
multilateral or98nlzation. tor l~nd1nq)? 

35. !xpert of Nucl.ar R.s"urc •• (FY 
1991 "ppropriation!t Act Sec. 5111): will 
assist.lnce preclude U1ll- ot final,,:inq to 
finance the export of nuclear e~uipment, 
fuel, or technolo9Y? 
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N/A 

~/A 

NIA 

N/A 

N/A 

Disbursments will be used to 
pay eligible debt t~ . 
international organlZatlOns 

See above 

N/A 

.. 
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. 3e. .epr ••• ioD ot Popul.tioD cry 
1991 Appropriations Act Sec. 511): Will 
assistance preclude use ot financinq tor 
the purpose ot aiding the etforts of the 
government ot such country to repress the 
leqitimate riqhts ot the population ot 
such country contrary to the Universal 
Ceclaration ot Human Right.? 

31. ,uhUc!t7 or 'rcpoqaDaa cry 1991 
Appropriation. Act Sac. ~16): Will 
a •• i.tance be u.ed tor publicity or 
pr~paq.nd. purpo ••• d •• lqn.d to .upport or 
~.(eat leqi.lation pend in; betore 
Conqre •• , to intluence in any way the 
outcome ot • political election 1n the 
United State., or for any publicity or 
propaqanda purpose. not authorized by 
Conqre •• ? 

38~ Xariae IDsuraace (rY 1991 
Appropriations Act Sec. 563): Will any 
A.I.D. contract and solicitation, and 
lubcontract entered into under _uch 
contract, include a claul. requiring that 
U.S. ~arine insurance companies have e 
tair opportunity to bid tor marin. 
in.urance when .uch insuranc. i. n.c •••• ry 
or appropriate? 

39. !xebaaq. tor Probibitea Act CFY 
1991 Appropriations Act Sec. 569): Will 
any assistance be provided to any for.ign 
government (including any instrumentality 
or agency thereot), tor.ign person, or 
United States person in exchange tor that 
foreign government or person undertlking 
any action which is, it carried out by the 
United State. Governm.nt, a United stat •• 
otticial or employee, expre •• ly prohibited 
by a provi.ion ot United State. lav? 
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NlA 

NO 
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. '~8. ~:L~iT!RIA APPLICABLE TO DltVELOPME.N'1' 
.. i~:A~SISTANC! ONLY . 

1. Aqrlcultural !~port. (Bumper. 
"JuDdmeDt.)(F'x' 1991 Appropriations Act 
Sec. 521(b), •• interpreted by conference 
report tor original enactment): It 
assistance i. tor agricultural development 
activiti .. 'Csp.citically, any tei1tinq or 
cr •• ding t ••• icility study, variety 
improvement or introduction, con.ultancy, 
puclicltion, conterence, or traininq), are 
such activiti •• : (1) specifically end 
prineipally desiqned to incre.s. 
agricultural exports by the host country 
to a country oth.r than the United States, 
where the export would lead to direct 
competition in that third country with 
export. ot a similar commodity grown or 
produced in the Unit.d State., and can the 
activities reasonably be expected to causa 
SUbstantial injury to U.S. exporters ot a 
similar agricultural commodity: or (2) in 
suppc~t ot r •••• rch that is intend.d 
pri~arlly to benefit U.S. produc.r.? 

2. Tiet. Aid Credits (FY 1991 
Appropriations Act, Title II, under 
heading "Economic Support Fund"): willOA 
funds be used tor ti.d aid credits? 

3. Appropriate TechDology (FAA Sec. 
107): Is speCial emphasiS placed on use 
ot appropriate technoloqy (detined as 
relatively smaller, cost-savinq, 
labor-using technologies that are 
qanerally most appropriate for the Imall 
farms, small busin,s ••• ,and 8mall incomes 
o~ th.~oo~)?· . , 

.c. %DdJ.;uous Ilaeds aDd Ruourc:e. 
(FAA Sec. 281(b})1 Oescribe extent to 
which the activity recognizes the 
particular n •• ds, desires, and capacities 
ot the pecple ot the country;. utiliz_u--the
c:ountrY'.s-int.Uectua l'~resOlJr-c-es~ to 

--·-~-~-----.ncouraqe in.titutional development: and 
supports civic education and training in 
skills required tor eftectiv. 
participa:ion in governmental and 

\. ~ '~.' ". 

N/A 

NO 

KEPEM will : -develop the 
institutional capacity of the O~~ 
to impl~!'1~_~_hE!-E-z:1Vil:"-~~~~1..--~~----. -------

--- ----,-- '-'Plan 
Actlon -facilitate local-level 
natural resource management 
io1 tia ti ves _foS.tU--imp~".aci-;:la.l;..uur:;;aa.,;'I.----~ 
resources revenue generation and ______ ----~~~}-~~ocess.s essential to 

sal!~90vernment. 
__ .. . -expendi ture i .-. - -

lV-14 



.. 
.. 

= 

5. leoDomic Dev.lopm.nt (FAA Sac. 
101(a»: DO'. the activity qive 
reasonable promise of contributing to the 
development ot economic resource~, ,or to 
the increase of prod~ctive capacltles and 
self-sustaining eoonomio growth? 

6. special Development Empbases (FAA 
Secs. 102(b), 113, 281(a): Describe 
.xt.nt to whioh aotivity will: (a) 
effectively involve the poor in 
development by .xtending acce •• to.conomy 
at local l.vel, increasinq labor-intenaive 
pt'oduction and the use of appropriate 

.technology, dispersing investment from 
citie. to small towns 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) encouraqe democratic 
private and local governmental 
institutions; (C) support the selt-help 
efforts of developing eountries; Cd) 
promote theparticip~tion of wom.~ 1n the 
national .economies of developing countries 
and the improvement ot womenlsstatus; and 
Ce) utilize And encourage regional 
cooperation by developing countri ••• 

7. Recipient country Contribution 
(FAA Sees. 110, 124 (d): Will the 
recipient country provide at least 25 
percent of the costs of the program, 
project, or activity with respect to which 
the assistance is to be furnished (or is 
the latter cost-sharing requirement being 
waived for a "relatively least developed" 
country)? 

8. BeDefit to poor Majority (FAA 
Seo. 128Cb ).):It theactivi tyattemptsto 
incr~ase the institutional capabilities of 
private organizations or the government ot 
the country; or it it attempts to 
stimulate soientific and technological. 
research~ h~s it been designed and will it 
be monitored to ensure that the ultimate 
oenericiari.s are the poor majority? 

~ ,.~~--~---'~~'---" .-----------',-.. ---, ..... -.-~~~ .. -,.--------.-"'".-----~---.'-~.~--- --- - --~ -- .. - ~- -~ -~ 
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'lES 

(a) The core logic of 
KEPEM is to improve incen
tives for first-line users of 

natural resources to manage 
those resources sustainably. 
The· program will operate at 
the local level. 

(b,c)Ihe program proposes to 
create a more favorable regu
latory environment for NGO's 
to became more effective part
ners with local association 
and indiViduals in improved 
natural resource management. 

(d) Women's active participation 
in local decision-making and rule 
setting will be actively encoura
ged • 

YES 

ONE 
Local resources 

!! 
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9. AbortioDI (FAA Sec. 104(t); FY 
1991 Appropriations Act, Title II, under 
headinq "Population, oA," and Sec. 535): 

a. Are 4DY of the funds to be 
used tor the performance of abortions a. a 
method of family planninq or to motivate 
or coerce any per.on to practice 
abort.l.on.? 

b. Are any ot the fund. to be 
u.ed to pay tor the pertormance ot 
involuntary .terilization al a method ot 
family plannin9 or to coerce or provide 
any financial incentive to any per. on to 
underqo .terilizations? 

c. Are any of the fund. to be 
made available to any organization or 
proqram which, a. determined by the 
President, support. or participate. in the 
manaq.ment or a program or coercive 
abortion or involuntary aterilization? 

d. Will fund. be made available 
only to voluntary (amily planninq projects 
which otfer, either directly or throuqh 
referral to, or intormation about access 
to, a broad ranqe or family planninq 
methods and servic •• ? 

e. In awardinq qrants for 
natural tamily planninq, will any 
applicant be discriminated aqainst because 
of such applicant's .reliqious or 
conscientious commitment to otfer only 
natural family planninq? 

t. Are any ot the fundi to be 
used to pay tor any biomedical research 
which relate., in whole or in part, to 
methodsot,~~ the-performance ot~ 
abortion. or involuntary sterilization as 
I means of family plannin;? 

;. Are any ot the funds to be 
made available to any organization it the 
President certilies that the use of these 
funds by such ~o_rqanization-would---violat.---

.·----------------any-·ct-th.-above provision. related to 
abortion. and involuntary sterilization? 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

Ji!A 

------------~------------~i--
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10. Contr.et ~v.rd. (FA~ Sec. 
601(.)): Will th" project ut'1l7.!! 
comp~tltiva A~l~ctlnn procedu'~s Cor the 
8w"rdinq of co.'tr"lcl;!'I, except whl!re 
applicable procurement rule. allow 
otherwhe? 

1.1. Dh"dv""~"'1.d !nterrrh •• (FV 
1 9 a 1 'If'r r', I' r f.., t I 0" I'! JI ~ t Sec. n. 7): Wh" t 
pot'ti",n C"( 1:1", r",,'I., will be "'."'IUI'lbl
onl~' for "t·"tivI.-.j"" ~( econond":,,,lly and 
~ocl"lly tlj""''''''''nt'la''d enterprlse., 
hi!ltnt"ic,,"Y bJ",c:" r~t1egel ."., 
univ,",t"!lltjn"l, col 1"1"'" and unfv,.r!litie!'l 
hewing,. Cltllrj"nt: hC'Cly in which more than 
40 p"rcpnt o( th., c:hldents ar@' Hispanic 
Ameri can!;, ~nd J:'r j v;, toe and volllntary 
organizations which are controlled by 
individuals who are black Americans, 
Hispanic Americans, or Native Americans, 
or who are economically or loci ally 
disadvantaqed (includinq women)? 

12. Diolo9ical Diver.ity (fAA Sec. 
119(g): Will the fts"i.tanca: (a) .upport 
training and education ettorts which 
impt"ov~ the cap~city ot reclpipnt 
countri@s to pt"event 10., of bi010qlcal 
diversity; (b) be provid.d und~r a 
long-~erm ~greement in which thq recipient 
country agrees to protect ecosygtems or 
other wildlife h~bitats; (cl support 
efforts to identity ~nd .urvey ecosystems 
in recipient countries worthy of 
protection; or (d) by any dir.~t or 
indirect means 51qnj(icantly de~rade 
national p-1t"ks or similar prote·:tl'd areas 
or introduce exotic plant. or animals into 
such ar.a.? 

13. Tropical Por •• t. (FAA r..c. 11.; 
fV 1991 Appropriations Act Sec. 533(C)-(') 
, (9»: 

a. A;r~D. Aegut.Hoa 1.. Do •• 
the assistance comply with the 
.nvironmental procedure •• et forth in 
A. I. D. R.qulation 16? . 

b. conservat!oa, DO~5 tho 
assistance place ~ hiqh priority on 

____ ._~_. ___ . __ conse r_va t i on-·" nd·- !lU~ t ~ i nab 11--lI1an" gement-of"--
-;::--- tropical (orests? Specifically, doel the 

a.aistanc., to the fulle.t extent 

IV-17 

Io the maximum extend 
possible funds will be made 

available to disadvantaged 
enterprises 

(a) YES by holding 
workshops 

(b) YES 

(c) Y'ES 

(d) 'lES 

-
. --- .. -~---- :::=-



teaaiblaz (1) Itre.s the importance ot 
conservinq and lustainably manaqinq tore.t 
resources; (2) support activities which 
otter employment and income alternatives 
to those who otherwise would causa 
destruction and lo~s ot torosts, and help 
countries identity and implement 
alternatives to colonizing torested are •• ; 
(J) support training programs, educational 
ettort., and the establishment or 
strengthening ot inatitutlonw to improve 
fore.t management; (4) help end 
destructive .lash-end-burn agriculture by 
supporting stable end productive tarming 
practices; (5) help conserve foresta 
which have not yet been degraded by 
helping to increa.e production on lands 
already cleared or degr~ded; (6) conserve 
torested water.hads and rehabilitate those 
wh ich have been deforested; (7) aupport 
training, relearch, and other actions 
which lead to sustainable and more 
environmentally sound practice. for timber 
harvesting, removal, and processing; (8) 
support research to e~pand knowl~dge ot 
tropical torests and identity alternative. 
which will prevent torest destruction, 
los., or de9radation; (9) conserve 
biological diver.ity in torest areas by 
supporting ettorts to identity, establish, 
and maintain ~ representative network ot 
protected tropical forest ecosystems on a 
worldwide bali., by making the 
establishment ot protected ar •• s a 
condition ot support tor activltie. 
involving torest clearance or degradation, 
and by helping to identify tropical (orest 
ecosystems and species in need ot 
protection and establish and maintain 
appropriate protected areas; (10) seek to 
increase the awareness ot U.S. Government 
agencies and other.donor.of th. ilMlediat. 
andlong-teiiDvall.1. ot tropical forest.; 
(11) utilize the resourc.s and abiliti •• 
o!all rllevlnt U.S. government 1genc1e.; 
(12) be ba.ed upon careful analysi. of the 
alternatlve. available to achieve the best 
sustainable u •• ot the land; and (13) 
take tull account of the environmental 

~ ____ -. ________ impact •. _of-th. -proposedactl vi t ies-on----------
- .-_.--~., bioloqic:al diversity? 

" ,\ 
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(l) YES 
(2) YES 
(3) YES 
(4) YES 
(5) YES 
(6) YES 
(7) YES 
(8) YES 
(10) YES 
(ll) YES 
(12) YES 
(13) YES 
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14. laeren (tV 1991 Appropriation. 
Act Sec. 533(0»1 It a.li.tane_ relateD 
to enerqy, will such a •• igtance tOCUI on: 
(a) end-u" enorqy ettlc!ftncy, lea,t-cOlt 
enerqy planninq, and renewable enerqy 
resource., and (b) tfie key countrJ •• wh.r. 
as.i.tanea would hava the q,aat'lt impact 
on reducinq emil.ion. tram 9r.enhcu.e 
9 .... 1 

15. ,ub-labarlD ~trica ~ •• l.t.ace 
(rY 1991 Appropriation. Act Sec. 562, 
addinq a naw FAA chapter 10 (FAA Seo. 
496»1 It a •• i.tance viII come trom the 
sub-Saharan Atrica DA account, .i. its Ca) 
to be u.ad to help the poor majority in 
sub-Saharan Atrica through a proce •• ot 
lonq-term development and economic 9rovth 
that i. equitable, participatory, 
environmentally DUDtainable, and 
•• It-raliant; (b) to be used to promote 
DustaLned economic growth, encourage 
private sectordevelopmant, promote 
individual initiative., and help to reduce 
the role at central governments in areas 
more approprilte for the private .ector; 
(c) being provided in accordance with the 
policies contained in FAA .ection 102; 
(d) being provided in close consultation 
with African, United States and other PVO. 
that have demonstrated ettectivene •• in 
the promotion at local gta •• root. 
activities on behalf ot long-term 
development in Sub·Saharln Atrica; 
Ce' being used to p~omote reform ot 
sectoral economic policie., to support the 
critical sector priorities ot agricultural 
production and natural resourc •• , health, 
voluntary family planning .ervice., 
gducation, ~nd income qenerating 
opportunitie" to bring about appropriate 
sectoral. restructuring .. otthe Sub-Saharan 
AtrTcanecoriomie., to support reCorlll in 
public administration and tinance. and to 
establish a favorable environment tor 
individual enterpri.e and .elt·sustaininq 
develop~ent, and to take into Iccount, in 
Issisted policy reforms, the need to 
protect vulnerlbleqroup.; (f) belnq used 

_~.~ __ ._._~ ___ ._toinc:r.,..o Iqr!cultural -- production In-··-~ .--
ways that protect and restore the natursl 
re.ource b •• e, e.pecially tood production, 
to maintain and improve basio 
transportation and communication networks 
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(8) '{ES 

(b) VES 

(c) YES 

(d) YES 

(e) YES 

(f) YES 



to maintain In4 re.tore the renewable 
natural reaource bait in waye that 
incrta., agricultural production, to 
improve health condition. with special 
emphasis on meeting the health need. ot 
mothers and children, including the 
.stablishment ot .elt-sustaining pr1~ary 
health cara,eystems that give priority to 
preventive tare, to provide increa.ed 
acce •• to voluntary tamily planning 
.ervlce., to improve basic literacy and 
mathem$tics •• pecially to tho •• outlide 
~. tormal educational system and to 

'improve primary education, and to develop 
lncome-generatinq opportunitie. tor the 
unemployed and und.r.~ployed in urban and 
rural areae? . 

16, Debt-for-Wature ZKcbaDq. (FAA 
Sec. U3): It project will finance a 
debt-Cor-nature exchanqe, describe how the 
exchange will support protection of: (a) 
the world's oceans and atmosphere; (b) 
animal and plant species, and (c) parks 
and re.erv.s; or describe how the _xchanqe 
will promote: Cd) natural r •• ource 
manaqement, Ce) local conservation 
proqram., (t) con.ervation trainlnq 
programs, (g) public commitment to 
conservation, (h) land and ecosystem 
management, and (i) regenerative 
approaches in farming; forestry, fishing, 
and watershed management. 

11. Oeobl1gationfReobligatioD 
(FY 1991 Appropriations Act S.c, 515): It 
deob/reob authority is sought to be 
exercised in the provision of OA 
assistance, are the tunds being obligated 
tor the same ~i~~tal purpo.e~ and for 
countries within the same region a. 
oriqinally obligated, and have the House 
and Senate Appropriations committees be.n 
properly notitied? 

18. LoaD. 

a. Rep.yment~c,-p.-crt:f fFAA-~-Sec~ 
122(b»: In!or~ation and conclusion on 
capacity of the country to repay the loan 
at a reasonable rate. of interestJ 
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N/A 

N/A 

N/A :. 
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b. Lonq-r.nq_ pl.". (FAA s_e. 
122 (b) I 00,.,.. til" IIIc:tivity "tv" 
r- ..... on"b],. prC"ml .. ",.,r 1U,,,,I.t l l17 lonq-rlllnqfJ' 
p] II"" "",,1 rrClr.Jrllrr!"I (hu19ned I I, develop 
economic r •• ourC8. "nd incr.", •• produetiv. 
eapeeitl •• ? 

c. lnt.r •• t rate (FAA Sec. 
122(b»: zr dp.v".opment 10111/1 is repllYlible 
in doll-'lr'!C, i .. l"t n rest i:"atellt lea.t 2 
p"rc~nt p~r ~nnu~ durin9 a g7~ce period 
10111 ich 15 not to p)(c"",ed ten yp~rs, and at 
le~5t ) percent por annum thereafter? 

d. Export. to ODlt .. ~ Itat •• 
e F'1\r. r;-c. ~2('1 (Ii» : tf auitt'lnclt b Cor 
~,,~' product!v- ."t"."rpri.e whl"'h will 
compete with U.S. ~nterpri •• ,. i. there an 
agreement by the reoc ipientco'tntry to 
prevent export to the U.S. oC more than 20 
percent ot the ent"rprl se'. a'1nual 
production during th~ lire oC the loan, or 
ha~ the requirement to enter into such an 
agr~ement been waived by the President 
because ot a national security intere.t? 

19. Development Objectlve. (FAA 
Sees. 102(a), 111, 113, 281(1»: Extent 
to which activity will: (1) ~(lectively 
involv~ the poor in development, by 
expanding acc •••. to ~conomy at local 
level, incr.lUling hbor-inten"ive 
production and the u~e ot appropriate 
t~':llnoloqy, srreadinq inve'tment out trom 
citi~s to small town~ and rural areas, and 
in!='Jring wide participation of the poor in 
the beneCits o( dev~lopment on a sustained 
basis, using the appropriate u.s. 
institutions; (2) help develop 
cooperatives, esp.ci~lly by technical 
~ssisl;r"Ince, to ag!9i~t rural and urban poor 
to h~lp thems~lve9 t~ward bett~r lite, and 
otherwise encourage d~mocratic private and 
local governmental institutions; (l) 
s~pport the 9.1t-h~}p~ftort. or . 
develepinq countri~~: (4) promote the 
participatlono! wom~n in the n~tional 
economies ot develoring countries and the 
improvement ot women's 5tatuI; ~nd (5) 
utilize and encourage r89iona1 cooperation 
by deve10pinq countries? 

MIA 

N/A 

N/A 

Local resources 



mothers and younq children, usinq 
p~ramed1cal and au~111ary ~edi~al 
perl'lonnel, clinics and health post., 
commercial distribution .yatemq, and other 
modes of community outreach. 

22. r.due.tio~ .n~ HumiD Relouroe. 
Devplo~ment (F~~ ~pr. 105): If assistance 
i9 b,..ing IMdt? IlvI'!11,.,1I1e for edllcation, 
public adminIRtr,lttion, or hUllltln resource 
dev~)opment, de~cribp (a) ext.nt to which 
activity ~tr"'nqthpn~ nonforma) ~ducation, 
m8ke~ (orm~l ~duc~tion more r~l.vant, 
e.p~ci~lly for rur~l talllilie. ~nd urban 
poor, I'Ind strenqth"'''11 manaqeml"nt 
capability of institutions en~blinq the 
J:!oor to participatp. in dev.lol,ment; and 
(b) extent to which a5.istanc~ provides 
advanced education and training ot people 
of developing countries in such 
disciplines as are required for planning 
and implementation of public ~nd private 
development activitie •• 

23. Enerqy, Private Voluntary 
orq~niz.tion., an~ Selected Development 
~etivitie. (FAA Sec. 106): If assistance 
is being made availl'lble tor energy, 
private voluntary organizations, and 
selected development problems, describe 
extent to which activity is: 

a. concerned with data 
collection and analyst., the trainin9 ot 
skill~d personnel, research ~n and 
development of !uit~ble ener9Y sources, 
and pilot proj~ct~ to test n.~ methods of 
energy production; ~nd facilitative of 
res~arch on and dov~lopment ~nd use of 
sm~ll-scale, dec~ntralizecl, renewable 
energy sources for rural ar.~~, 
emphasizing development ot enerqy 
resour~.s which ar~ environmrntally 
acceptable· and re~uite minimum capital 
inve.tment; 

b. concerned with technical 
cooperation and dev~lopment, especially 
with. U.S. private ~nd volunt~ry, or 
reqional and international development, 
organization.;- - ____ . 

IV-22 

(b) Workshops on 
results of studies 
concerning the environment 
will be held at the local 
level. 

ONE National EnVironment 
Office will develop 
their capaci ty to 

coordinate data 
collection 

N/A 

,; 
I 



c. research into, and 
evaluation of, economic development 
proc ••••• and technique.; 

d. reconstruction atter natural 
or manmade disaster,and programs ot 
disaster preparedn ••• ; 

e. tor .pecial development 
problems, and to enable proper utilization 
ot intra structure and related projects 
tunded with earlier U.S. a •• i.tance; 

t. tor urban develop.ent, 
~.p.cially small, labor-intensive 
enterprises, marketing syste.s tor .mall 
producer., and tinancial or other 
institutions to help urban poor 
par~icipate in economic Ind 10Cill 
development. 

24. Sabel DevelopmeDt (FAA Sees. 
120-21). It assi.t~nce is being made 
available tor the Sahelian region, 
describe: Ca) extent to which there i. 
international coordination in planning and 
implementation; participation and support 
by Atrican countries and orqanizationl in 
determininq development priorities; and a 
long-term, multidonor development plan 
which calls tor equitable burden-.haring 
with other donors; (b) whether a 
determination has been made that the host 
government has an adequate Iyste. tor 
accounting tor and controlling receipt and 
expenditure ot projects tunds (dollars or 
local currency generated therefrom). 

IV-Zl 

N/A 

N/A 

N/A 

Local resource 

N/A 

I 
I 

; I 
I 
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DETAILED BUDGET 
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I lNSTIru"ONAL. CON'T'RAcr 
A, RESIDENT PERSONNEL 

INST, DEV. COORDICOP 
ONE POI-ICY ANALYST 
ONE MAE EXPERT 
ENDOWMENT ADVISOR 

TOTAL RESIDENT PERSONNEL. 

B. FRINGE BENEFITS:25.,., SALARY 

C. SHORT-TERM CONSULTANTS 
FOREST FIN, MOT. SPEC. 
FOREST INVENTORY 
FOREST COORDINATOR 
ENVIRON'MENTAL REVIEW 
ENDOWMENT FIN. SPEc. 
FORES1' REV. SPEc. 
FOREST MGT, SPEC. 
1'100 SUPPORT EXPERT 
SPECIAl. POI-ICY EXPERT 

TOTAL CONSUI-TANTS 

D. PROFESSIONAL MALAOASY STAFF 
I-OCAl- ADMIN, ASST, 
SECRETAR'.· 

TOTAl. MALAGASY STAFF 

E, OVERHEAD 8O'lII 

F. l.OCAl..1NTt. TRAVEL 
IN1CRNATIONAl. TRAVEL 
LOCAl- TRAVEL 
PER DIEM 

TOTAL. TRAVEL 

G, POST ALLOWANCES 
EDUC. ALLOWANCE 
HHEflVLICONSUM/uAB~RAOE 

1 
1 

! 
1 

I 
RAR 1'VLIHOME LEAVE TVtiEMEROI TVt 

TOTAL. POST A.U.OWANCES 

H. LOCAl-HOUSING com 

I. OFFICE SUPPORTIMAJNTENANCE 
VEHIC-E MAINTENANCE 
COMMUNICATION!WAX 

TOT AI. OffiCE SUPI'ORTIMAJ"""'''''l 

1. TRAlNING/wORKSHOPS 
SHORT"-TERM TRAlNING(IN'M..) , 
WORKSHOPS (IN-COUNTRY) 

TOTAl. TRAlNING 

K. COMMODITIES 
VEHIC-ES 
COMPUTERS 
Ft.:RNlnJRE 
OFFICE FURNmJRE 

I .--TOTAL COMMODITIES--
I 

TOTAL INS1TnITIONAL CONTRACT ! 

48 
48 
48 
36 

ISO 

6 
6 
6 
6 

IZ 
lZ 
1~ 
Z 

lZ 
74 

48 
48 
96 

14 

48 
48 

28 
3 

4 
5 
5 
6 

ILLUSTRATIVE KEPEM EXPENDITURE BUDGET 

55001 
50001 
olOOOl 
40001 

?SOOI 
70001 
9000 
9000 
7500 
7'00 
70001 
70001 

100001 

3001 
2001 

6000i 
1 1 
1 
1 
I 

I 

I 

4141 
15001 

I 
150001 
15000

1 
i 
I 

2.50001 
5000 

500001 
2.5001 

I 
1 

01 
01 
01 
O! 
o· 

oi 

0 1 
01 
01 

~I 
0 1 

01 
01 
0' 
01 
, 
, 

01 
OJ 
oi 

01 

1 

~I 
01 
01 

i 

01 
0 1 
01 
O. 

01 

01 

0\ o. 

01 
01 
01 

46.200i 
42.oooi 
33,60(11 
33,6001 

155.400 1 

38.850; 

41.150 
44.100 
56.700 
56.700 
1.502 

47.150 

1..35~1 
oi 

266,8521 

i 
Z,7601 
1.&40. 
4,6001 

434,6221 , 

52.nol 
17.2~oi 

187.l75 ; 
257,4451 

i 

10,0001 
156.5201 

24,0001 
190.5201 

83.1601 

1 
3,8091 

20.7001 
24..509! 

63.0001 
15.7501 
78,7501 

I 

I 
12.7651 
66,150 I 
52 ,no 
52,no l 

244.755, 

76,04031 
69,458 1 
55.566 
55"'661 

2.56.?93 ! 

I 

80.2231 
12.

930
1 58..344 

29,172, 
:l4O.670! 

61.1891 64,2.48 i 60,1681 

i 
o 0

1 

I 

01 
o 0 0 
o 0 0 
o 0 0 

SZ,688 0 0 
49,6U 0 0 

o 72.9!0 2J,ncI 
7.717 0 0 

63,000 66.150 0 
W3,018 139.080 2J,ncI1 

i 1 

4.7611 5.475 II 6.l~ 1 
3.174 3.650 4.1981 
7,935

1 
9,1251 10,4941 

i 1 

467.945 I 418,048 288.'723 

13,8911 21,879 0 
13m 1$.209 16.9'8 
74.790 1 63.476 13.206 

101.907! 100.564/ 30.164 

10.5001 11,02.51 11.576 
15.1Z0! 38,1971 12"02 
95.5501 143,7991 9O.l95 1 

m.170i 193.0211 114..3731 

109,147 i 114,605! ~.:l681 
5.4771 6.2991 7.2441 

u.sosl 27..3761 31,482\ 
29.282 i 33,675 38.726 

1 1 I 

1 I I 
99ml 173'644

0
'1' 1.5.861 

16,.,381 18,Z331 
115,762! 173.644

1 
164,093! 

, 
0; 50,0001 52,.,001 01 0; 
oi 2.5,0001 oj 01 01 

ZOO,OOO • 52.500 1 01 0 , 0 I 
7.5001 8,625' 01 O. 01 

-W7.500: -136,1;:"'- 52.5001-- - -0 ,- 01 

S207,~OO .1,6",233 /ll,50U75 Il,.!3,m IUSl,711 i 
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35..379 
ll.162 
2.5.730 

o 
93.l71, 

1 

23..31.8 1 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

2,414 1 
1,609 

4.023 1 

101,957 1 

7,6~81 
01 
oj 

7,6581 

; 
1 

12,1$51 
65,4981 
37,144 , 

114,997 

31.841 i 
I 

I 
3,499i 

152061 
18.705 i 

1 
I 

01 
oi 
01 

O! 
0 1 
0 1 

0; 
0' 

310,9701 
282.7001 
226,160 
17U58, 
991.089· 

247,772 

47.250~ 
44,1001 
56.7001 
56,700, 
90,190 1 
96,8621 
98,456 i 
1$,0671 

129,1501 
634,476 

21.706, 
14,471 
36,177' 

, 
1.711.296 1 

96.348! 
62,642: 
338.~47· 
497.737' 

H.256 . 
2B7.d37: 
390,988 
734,081 

435,021 : 

26,:127' 
118,5691 
144,896. 

481.729' 
50,520. 

532.2W 

102.500' 
25.000 

2$2,500 
16,125 

-396:m-

I3n,74~ S6,J2.t,742. 
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,", l .... ~ . . ,.- ... ·I'··~ ... · .. · 

j • I ••• ..... • ,. " .,." 1 1 • .. .. 
: l. PSC COORDINATOR 
I SALARY 

FRINOE BENEFITS 
POST ALLOWANCES 
HOUSII'''O COSTS 
RESIDIOFrlCE F1JRNrnIRE 
OFFICE EQUIP./SUPPl.IES . 
SECRETARIAL SUPPORT 

TOTAL PSC COORDINATOR COST! 

l. BUY-INS (CONSULTANTS SALARY) I 
I 

ENV REVIEW EXPERT I 

EAP DEVEL. SPEC. I 
ASSESSMENT COORDINATOR t 
LAND TEtruRE RESEARCHER 1 
LOCAL GOVERNANCE RESEARCHER 
CONFUCT RESOLUTION RESEARCHEF 
MALAOASY FIELD RESEARCH, 
TOTAL CONSULTANTSAl..ARY 

OVERHEAD 80'!110 SALARIES 

COMMODITIES (3 LAPTOPS; 3 VEHIc.E~ 
VEHICl.E MAINTENANCE 
WORKSHOPS 
'IRAVEL 
PER DIEM 
LOCAL HOUSING com 

TOTAL BUY-IN COSTS 

3. EVALUATION 

4. AUDIT 

SUBTOTAL ERPS .. PRomcr COSTS 

, CONTINGENCY 

I I 

! GRAND TOTAL ICEI'BM PRomcr CO 

65 4S00 36.000 S6.700 59,.," 
9.000 14.115 14,884 

I 
$3.00S lSJ80 47,S14 

1 18,4C81 19.~1 2.0.916 

1 
65.0001 ~, 0 
16.000 0 

6S 2.501 20001 2.lOOi 26045 
J It" 4131 It2l.375 1 S145.,64 

15001 
! 

37JOOi 6 7.875, 0 
Il 90001 45.0001 66.150 0 
6 90001 18.0001 37.800 0 

12 50001 2.5.0001 36.750 0 
Il 50001 2.5,0001 36.750 0 
12 50001 ZS.OOOI 36.750 0 
6 2.500 12.500 l.W 0 

4JOOOI 188.000 2.24.700 0 
I 

J44OO1 150.400 179.760 0 
I 
I 

1 90.0001 0 0 
J6 414: UJS6! 23.474 0 
3 150001 , 

I 

0 
so 

01 0 100.000 

01 15.000 I 1$.000 

54 

, 'j 
, , , , 1,1. , ~ .,~ . , .... .. ' .. , , :I~.'.; '1'': . , , . , . 

Q,S12 65.0'7 SU" m.073 
U.62I 16.. 12.'22 83.011 
3U96 36.465 za,m 139.915 
ll.9Q 23.060 18.160 122,4z" 

0 0 0 65,000 
0 0 0 16.000 

3042 3498 3017 16,S02 
SIGOl, ,14S 17. 1114.,01 "".004 

I 

1 
I i 

0 0 ~I 4$J75 1 
0 0 111.1.50 I 
0 0 0 ".BOOi 
0 0 0 61.7501 
0 0 0 61.750 
0 0 0 61.750 
0 0 0 U.1ZS 
0 0 0 412.700 

330.1601 0 0 01 

~I 0 0 90.0001 
0 0 .5,&lO 

100,0001 0 2.00.000 

15.000 0 60.000 

NOTE: 1. SALARY COSTS. SALARIES FOR SHORT'ICRM CONSULTANTS BASED ON LEVEL OF EXPERTISE NEEDED IN RELATION 
TO MAXIMUM DAIL Y RATE OF SlO6"l.04I(COST OF LIVlNO INCREASE)OI.25 (FRINGE BENEFITS) 

:. PER DIEM COSTS. PER DIEM COSTS BASED ON PERCENTAOE OF TIME SPENT IN ANTANANARIVO vs. FlaD 
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ANNEX VII 

DETAILED IMPLEMENTATION PLAN 



TIME 

IT 1992 

M~Y 92 

JUNE 92 

[ULY 92 

AUG 92 

SEP 92 

QEIAILED"IMPLEMENTA'DON SCHEQULE 

ANNEX vn 

ACTION AGENT 

Obligation and ProAg Signing GOMJUSAID 

KEPT meets to review progress 
towards program performance criteria 

Conditions Precedent for Tranche 
One met 

Tranche ODe released 

Verification of payment of eligible 
debt submitted to USAID 

Position for Program Coordinator 
advertised 

PIOIT for bridging activities 
prepared 

PIOIT for Institutional Contract 
prepared 

PIOIT for buy-ins (Local initiatives studies) 
to centrally funded projects prepared 

PIC meets for the first time 

Request for Proposal sent out 
for Institutional contract 

Bridging· activities· begin--

Program Coordinator hired 

KEPT 

GOM 

US AID 

GOM 

US AID 

US AID 

USAID 

USAID 

PIC 

REOSO/ESA 

USAID·-· -.. . ....... ----------------

USAID 

--------------o~~2------------------------~---------------------------------------

Local initiatives assessments 
-- - ---- -- - --

begin 
_. S-AID·· . ·/B·-· ---.-- .. _---- -- .. -
U uy-m 

Vll·l 



FV 1293 

NOV 92 

APR 93 

MAY 93 

JUL93 

AUG 93 

SEP93 

FYI994 

OCT 93 

Institutional Contract awarded 

Semi-annual progress review 

Institutional Connet short-term 
T A arrives to procure houses and 
necessary commodities 

Semi-annual progress review 

Institutional Contract team arrives 
Chief of pany 
Long-tenn advisors to ONE (2) 
Lone-tenn Endowment Specialist 
Shon-tenn Env. Review Specialist 

Forest Revenue Specialist arrives 

NGO Workshop 

End of bridgine activities 

Local Initiatives Assessments 
completed 

Semi-annual progress review 

Workshops held on Local Initiatives Assessments 
Leaislation approved for establishing 
environmental review process 

Stumpqe fees for pine and palissandre 
are adjusted 

VU-l 

REDS O/ES A 

KEPT 

Contract 

KEPT 

Contract 

Contract 

Contract 

US AID 

AJDIW Buy-in 

KEPT 

GOM 

GOM 



.:: 

NOV 93 

DEC 93 

FEB 94 

APR 94 

MAY 94 

SEP94 

IT 1995 

Legislation established regarding 
endowment fund 

Conditions for Second Tranche met 

Second Tranche released 

Verification of payment of eligible 
debt sent to USAID 

Local Initiatives Assessments 
Workshops held 

ST TA Environmental Review Specialist 
leaves 

Financial Expert for Endowment fund 
arrives 

Preliminary forest inventory 
completed 

Mid-Term Evaluation 

Semi-annual progress review 

Paper defming roles and responsibilities 
for environmental policy formulation 

Semi-annual progress review 

Plan for coordinating implementation and 
evaluation roles in EAP 

. __ •. _ .. _ ..... ____ .. ____ . ___ ._O.CT .. 94 ... --- '.,, __ .___ . __ ...... ~ ... _ 
Equivalent of 56 million deposited 
in endowment fund 

20 ct 

budget contributed by GOM 

VD·J 

GOM 

GOM 

US AID 

GOM 

AID/W Buy-in 

Contract 

Contract 

AJDIW Buy-in 

USAID/GOM 

KEPT 

KEPT 

KEPT 

KEPT 

GOM 

-GOM-

, .I 
, I 



-~ 

SOV94 

DEC 94 

JAN 95 

FEB 95 

APR9! 

FYl296 

OCT9! 

NOV9! 

Specific environmental review processes 
le&islatcd 

Improved of collection and accounting system 
established to increase revenue from 
stumpage fees 

Conditions for rolca.se 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 

VU-4 

GaM 

GaM 

GaM 

USAID 

GaM 

Con t::rilCt 

GOM 

GOM/OEF 

USAlD 

Contract/GaM 

KEPT 

Con t::rilCt 



-

JAN 96 

FEB 96 

MAR 96 

APR 96 

MAY 96 

JUL96 

Procedures for improving EAP 
coordination adopted 

Final program evaluation 

Second workshop on forest revenues 

Workshop on Natural Forest Management 

Forest Revenues. Specialist leaves 

Equivalent of 56 million deposited 
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 fee table published 

Semi-annual progress review 

Conditions for release of Tranche 4 met 

Tranche 4 released 

Nat'1. Forest Management Specialist 
leaves 

Verification of payment of eligible 
debt presented to USAID 

Series of natural forest management 
plans begin to be developed 

OOM 

USAID/OOM 

OOMIOEF 

GOM/OEF 

Contract 

OOM 

GaM 

GaM 

GaM 

GaM 

KEPT 

GaM 

USAID 

Contract 

GaM 

GOM 
----------~------------------------------------------------------------------------------

Plans for use of endowment fund 
----- --- -- - --- - -- - -- --- -----

begins GOM/Contractor . 

vu·! 
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-

0'1221 

OCTH 
Semi-annual proSR" review KEPT 

DEC 96 Evaluation of effectiveness of EAP 

MAY IJ1 
Rest of conr.ract team depans Contractor 

S£P97 
End of Program Coordinator cont.raCt USAID 

OCT IJ1 -- Close out activities beain US AID 
-

APR 98 
PACD US AID 

VU-6 



ANNEX VIII 

DONOR SUPPORT TO TIlE EAP 

= 

. 
-.~, ,. ----- -.----- --"-



III, I I I 1,1 I Il, I III II ,I • ~ II I. I ill 1111 I I 

i 

;PROGRAM 
NT ! EST. 

TOTAlS 

.. _-- ----

3. Cada •• 

I 
I 

4 A. .. alc 

- ---I -_ 

6. Inalitutl 
. ONE __ . 

1. 

12.7 

9.0 

5.1 

! 

3.3 

85.5 

ENVIRONMENTAL PROGRAM I 
FINANCiAl PLAN SUMMARY 
DONOR PARTICIPATION 

FUNDING 

-lOA NORWAy USAlD KFW sWISs' Uh£SCO FAC FED' ADB WWF 

1.1 26.6 44 

8.6 

6.1 

2.1 0.6 

90 

260 3.8 26.6 75 0.6 

3.3 

35 

04 

0.400 08 

30 

5.1 

3.5 

, -.i-· (b) 

30 15.0 (3.8) 

Nol.: ·1. U liD will pr~ aupport 10 ONE 110m II. upconing KEPEM PIGglAm. 

ct 

(c) 
(5) 

UNOP OOA 

(1 

2. Th» FAC .nd CCCE ... provide .upport to ONE aduc:1IIion progr.m coordinltion. enllllonma"" etude. and 'Of cartographic and ceda.,aI Iraming 
3. All undingala .xpr .... d In mIIIiona 01 U.S. doI.,a. 
i i 

• UNOP fun ng for UNESCO Bloepha,. progr.m. Included In UNESCO aMOUlt. 

•• IndUdea 11.2 Mllion OOvt. 01 Madagaac. c:~rlbUion 
(a) $2 3 ",eady In plac.; .. Ilm_ed ~anoa 10 be negoli_ed 
(Ill to.aI approved and Inanced debe ••• p 

I 
funding. noI yet MgOtiaied. 

(c) lolel .pproved debt •• ap. $ 3M financ.d ($ 2M UNOP funding) 
@@ 100ai new po'ogr.m. including S 2M debt •• ep lor CI 

,al. Igul ••. ~ogram l.c.llIy apprai.ad .• oon 10 be n.gob •• d 

I. II I I'll I 1'1 'I 'II I II' 

38.4 52 

.------

~52 42 

61 29 

2.9 09 

9.1 27 

15.4 1.0 

47 03 

---

91.8 11.2 

IIII II IIII ,'II, 
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ANNEX IX 

SOClALSOUNDNESSANALYS~ 



SOCIAL SOUNDNESS ANALYSIS 

KNOWLEDGE AND EFFECTIVE APPLICA nON OF POLICIES 
FOR ENVIRONMENTAL MANAGEMENT. (KEPEM)· MADAGASCAR 

I. Iotroductioo 

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 effons to conserve biodiversity. It is pan of the 
GOMlMulti-donor Environmental Action Plan (EAP). With ·Sustainable Approaches to 
Viable Environmental Management· (SAVEM), KEPEM reflects USAlO's ('.ommitment 
under the EAP to address the protection and management of biodiversity as well as 
in stitutional strength.ening in the resource-management field. Analyses conducted by 
USI'\ID, other donors and GOM officials, indicate that conserving biodiversity (or, more 
realistically, slowiI,lg 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 create' a 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 genemtion, expenditure 
and resource pricing. 

Direct beneficiaries of KEPEM will be: first-line natural resource us"rs benefiting from 
improved natural resource management; non-governmental organizatil.,ns and local 
associations which, through program reform efforts, will be better able to organize and 
operate at theloca1lcvel; and theGOM which will be better able to define. implement 
and evaluate environmental policy. 

In the long run millions of Malagasy people stand to benefit from the conservation 
through development goals of the program. This includes the urban population which 
depends on protected veas and natural forest for water and electricity as well as the rural 
people whose .rice._cultivation_will decline jtthe~watershedtarcdestroyed. __ Morc._~ __ ._ 
immcciiately, if the KEPEM Local Initiatives component initially focuses on sites where 
SA VEM will also operate, 60 -120,000 people who live· in peripheral zones of the 
protected areas will be directly affected. Some of the shon-term effects may however be 
negative. as some customary SOUrces of livelihood may be cunailed in newly-designatcd 
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protected areas. Those most affected will be landless and land-poor Malagasy who have 
few alternatives to natural resource exploitation. Panicipation of the affected populations 
should minimize damage to them and win their understanding of the nted for change. 
However, there 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 NOO growth and 
panicipation in natural resource management. It is not the intention of this analysis to 
provide a final picture of the situation. KEPEM makes provision for funher study of the 
issues and is pre ~icated on the nted for an interactive process involvinalocal 
communities and associations, NOOs, and Oovernment bodies to utilize this information 
to create a policy aaenda. This analysis is an attem.pt to define the key issues. 

MADAGASCAR: SOCIETY .AND CUL11JRE 

Madagascar, an island of extreme ecological diversity, was settled over the past 
millennium by peoples of African, Middle Eastern and Indonesian origin. Despite official 
recognition of some twenty ethnic groups, there is a generally recogni.zcd underlying 
unity of languaae 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 strata· (nobles, 
commoners and descendants of slaves); circumcision of children, the practice of astrology 
and divination, and certain concepts associated with authority such as basina (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 
environmenris reflected in the-names ofmarafethnicgroilps.(C:.,-TaJWimeansj)eople of 
the forest. Antem"ro - people of the shores; Antefasy - people of the sands; Sihanaka -
people of the lake; Sakalava - people of the long valley; Antandroy - people of the 
thorns.) 

The principal modes of livelihood for the rural population are, rainfed agriculture on 
- ------------- ---- ---"tanety--lands, -irrigated production on permanent fields; slash and bum-tavy--cultivation -

mainly in forested areas, livestock rearing, fishing and to a more limited extent hunting 
and gathering. These do not occur in isolation rather they are combined in different ways 
depending upon local ecological circumstances, regional and ethnic preference .. (A 

--------~011 of fe&iOtlid-variation-t:an-be iDalia ill tile EAP ancrSAVEivi SOCW-SO"'ul""'ld'"nDless...-----------
._ _ _a.tlalysi~).--- _ __ _ __ __ _ 
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The population in 1989 was 11.3 million with a projected annual population growth rate 
over the next decade of 3.1 % . ry./ orld Bank 1991) Approximately 18 % of the population 
live in urban areas. (Pryor 1990) Two thirds of the rest of the population live on 2()'2~% 
of the land mass with population densities reaching 300/krn2 in fertile valleys. 8~ % of the 
active labor force is involved in agriculture and there are 1.5 million small farming units 
of 2 hectares or less. ry./orld Bank, 1988) Migration continues and is both seasonal and 
penn anent. In 1975 apprl;,umately S % of the population lived in provinces other than 
those of their birth and a further 14% lived a significant distance from the area of their 
birth. These percentages 

have certainly increased, especially for men, due to increasing rural insecurity and 
increasing economic pressures. (Dash et aI. 1990) Rural natural resource users - farmers, 
pastoralists, forest gleaners, fishennen, rue-wood cutters and charcoal makers, artisans 
and woodsmen -have limited or no access to technical, financial and ol1anizational 
assistance to make their production systems more profitable and sustainable. Yet these 
rural people constitute 80% of the population. They produce 6O-7S1 of the gross 
national product, and about 80% of the foreign exchange earnings. (USAID, 1991) 
Their production systems are often resource wasteful and endanger biodiversity. This is 
panicularly true for: tavy/slash and bum cropping; seasonal burn-off of prairie grasses for 
pasture management; extensive grazing on open-access, public domain lands without 
regular following; erosive annual crop planting 011 hillsides; high siltation and water 
inefficient irrigation schemes; and, unmanaged, non-renewing timber and forest product 
extraction. 

Ten percent of the farm households nationwide are headed by women, with the 
percentage varying by province. Antsiranana in the North has 21 % while Fianarantsoa 
and Toliara have only 6% each. Having less land on average than male-headed 
households, these are among the poorest farming units. (Dash et al, 1990) Traditions 
governing the division of agricultural labor are weakening. Soil preparation tasks have 
traditionally been 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 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 he past of Malagasy Queens and the high status of a few women 
in politics and government administration 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 oneU is usually taken jointly byhusbandsand~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 

_______ -.li,n rural ,. ....... .,,5 l"'I'!ci.'lg-inrom-.atio.'l-.. o.'1 ne'" possibilities; l...".d.-wt'.e.'l wt'rki.'lg for oth"". ten:....tf _______ _ 

to be paid less than men. 
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RESOURCE USE 

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 Madaga.sc:ar' 5 natural resources is 
considered a birthright of the citizenry. This legal regime has resulted in over
exploitation and degradation of resources and has been exacerbated by population growth 
and pervasive poverty 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, Madqa.scar's 
biodiversity is at grave risk. The goal is to achieve a voluntary, self-inrerested shift from 
resource destructive production systems to new forms of natural reso!.m:e manaaement 
that are sustainable and will contribute to tangible and fairly rapid rewms. It is believed 
that more productive and environmentally sound technologies are 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 prairies grasses 
as a regrowth management system by pastoralists; containing pasture encroachment into 
forested areas; managing forest product take-off; and encouraging labor intensive aaro
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. Currently there are no female agricultural 
extension agents and those agents which do exist are hampered by a lack of resources. In 
addition there are only three female • Agents pour la Protection de la Nature" (APNs). 
The ability of these aaents to transmit new technologies depends upon the aVailability of 
necessary suppan services such as inputs and credit as well as the agents' relationship 
with local communities, their ability to convince farmers and pastoralists that it is in their 
best interests to change and the capacity of the target population· to afford the risks as 
well as meet new labor requirements. 

Motivating people to change is a complex process. However. there are examples in 
Madagascar of successful initiatives. Bloch .cites that the Zafimaniry are themselves 
changing their production system from one based on tavy to one based on intensive rice 
p~uction invalley!)ottom~(cited inl(ottalc,J980:268), SchweMesenetal. (1991), cite 
that pastoralists in Ambalavao that have formed an association to provide veterinary 
services a.'ld 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. 

The Office Nationale de l'EnviroMement (ONE) must take the lead in studying how the 
.--~ ... ~--.-~-, '--"-·-'~institiitioiWriIles -cuf be 'clWtjed . to -give-cfust:line -naturil-resoufee--userftheincentivC5to - .... -

take this path. KEPEM intends to give impetus to the momentum already underway by 
enhancinl ONE's capacity to fulfill its mandate; by instituting legislative changes to 
enhance the incentives for first-line natural resource users to govern and manage these 
resources, and by enhiricma the ability of pubbc and private organizations to disseminate 

.. thenec:essarytechnicaLinformation.The latter will be effected bychanains the legal 
climate which currently discourages NGDs from participation in natural resource 
management. 
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STRENGTHENING LEGISLATIVE INCENTIVES FOR LOCAL-LEVEL 
NA TURAL RESOURCE MANAGEMENT 

Initially KEPEM proposes to tackle legislative incentives by undertaking three 
assessments on: 1) land and resource access and use rights; 2) current practice and needed 
changes regarding community-level revenue generation and expenditure; and 3) current 
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 utilization, is the affected communities ability to control their use, take 
responsibility for their management and obtain the assistance necessary to maintain and 
replicate them. The assessment of land and resource access and use rights will address 
this issue. However, trying to cover all 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 tavy land. Little is known about 
actual land tenure patterns and land management systems practiced throughout the country 
other than that they are associated with different modes of production. 

Low lying rice-fields in permanent use (found throughout Madagascar but concenttated 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 effons in the central 
highlands to institute cadastral registration. Tavy and most tanety fields (also found 
throughout Madagascar with tanety beina more prevalent in the highlands and tavy most 
prevalent in the East) also remain subject to customary patterns of ownership, with rights 
to land being established through clearing and cultivation. However, villages have clear 
rights to land within a given area and, within that area, specific plots are allotted to 
particular extended families. Consequently neither tanety nor tavy production systems are 
random or practiced without regard to management of the resource. In southwestern 
Madagascar, where paStOralisnlisat -lea.stas important'aS agricultilre','thehousehold is the 
unit of access to agricultural land as well as of livestock ownership. However, access to 
pasture is through the maximal lineage. In recent years there has been a' great deal of 
migration and resettlement in response to the increased threat of cattle rustling combined 
with the need for adequate wet-season agricultural land. It is not known what impact this 
has had on customary riahU, access and range management over the past decade. 

----~----'-'---,----Finally" the Eastern coastal region and along part of the Northern-coast'is the major zone'---
for expon crop production (coffee, cloves and vanilla). Consequently it was one of the 
principal zones for colonization by foreigners and numerous colonial ·concessions· were 
delimited. 
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Whatever the prevalent I:4nd tenure system, the distribution of land in Madagascar is not 
equitable. The pattern 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 rugh-ranking commoners controlled large areu of land, 
while slaves were not permitted to own land. Although slavery has long been abolished, 
the land-holding patterns associated with it remain. Many who have no land of their own 
are descendants of slaves and remain dependent on the families of their fonner masters 
for access to land. For others land shonage may be of more recent origin, the product of 
population growth or indebtedness for example. Share cropping or m'tayage has 
developed as a response to landlessness with the land owner receiving 25 -SO% of the 
harvest. Though presently illegal, in Mahajanga and Lac Alaotra 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-tenn leasing of land and sale of one's labor are 
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 contracts, 
the expectatiol1S of each pany to· the contract and their implications for more effective 
resource management also need to be considered. 

Understanding, these land tenure systems and production relationships, their social and 
economic underpinnings and their relation to i1~ricilltural practices, is of fundamental 
importance to the objectives of KEPEM. Further infonnation is also required concerning 
rights to forest land, products and activities as well as the degree to which different social 
groups arc dependent upon them for their survival. 

Some work has already been conducted on the complex issues of land tenure; current and 
potential forest, water, and grazing resource use; household and commercial exploitation; 
and agricultural practices, and related studies are proposed. For example, a national 
NGO is requesting money from the SA VEM grant fund to look at pasture use and 
burning, the African Development Bank and USAID have proposed land registration and 
tenure studies. In addition NOO's working in protected areas have undert.aken socio
economic surveys which look at current practices and utilization of resources. 

Key issues which remain lObe addressed 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 enhanced or at least not 

diminished? 
- Do inheritance laws need to be adjusted to protect the rights 

..... __ . ___ ~_ - -.-------- of children?-----.------:-.- -'---'~"~'-"--'-'----'-----"--"-- ....... . 
- How can rural people be protected from speculation and people 

of power and influence gaining access to their traditional. land 
and resource bases. 
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It should be pouible for the KEPEM to develop the capacity of ONE to compUe the dala 
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 need to be 
paid to gender issues and the impact of proposed changes O~ the rural poor ':>oth of which 
have to date been largely excluded from all studies and anal,sis. 

CURRE.~ PRACTICE AND NEEDED CHANGES REGARDING COMMUNITY 
LEVEL REVENL"E GENERA nON AND EXPE.~ITURE 

Local natural resource users lack legal authority, or believe they w:k authority to 
establish taxes or impose in-kind or labor contributions upon themselves. Thus they may 
find it difficult to fmance 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 manqe them. 

In order to effectively generate revenue and make decisions concerning its expenditure, 
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 birth 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 institutions to 
manage natural resources and generate revenue is problematic. 

Local conditions arc highly variable and the most effective associations to date have been 
developed in homogeneous communities. Many areas of critical concern to KEPEM arc 
not homogeneous and social stratification poses serious equity issues. (Leaders arc 
chosen because of their traditional position in the community rather than their interest or 
skills; there are multiple ways in which influence and patronage can be used to avoid 
regulations imposed by associations and/or Government; and members from different 
clans do not come together on an equal footing). III addition, the relationship between 
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 associations 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 from the experience of national NGOs in organizing potable water 

________ systems, _ rnanaeement committees and community _ based revenue collection for their ____ .. 
maintenance. 

Analysis of the NGO experience, could be incorporated into the proposed study on 
_______ ~cu ..... rr~edJn~t: prnc.til!Jl! and [t"I".Dmmf!ntiM chllngf!S to f!nhllnC')!! community leyel revenue 

generation and expenditure. However, since the transitional Government is proposing to 
modify the existing structure of Local Government, it may beunwise to initiate the study- ----
until decisions about the nature of future Local Government have been made. 
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CURRENT PRAcnCE AND NEEDED CHANGFS REGARDING NA TVRAL 
RESOURCE MANAGEMENT CONFLICTS 

The study on current practice and needed changes regarding natural resource management 
conflicts should addl'ess the following: conflicts between individuals, men and women, 
land-holders and the landless, established community members and recent immigrants, 
elders and juniors. different clans and rank groupings and neighboring communities. A 
key issue will be to detennine how the needs and aspirations of the different stakeholdms 
can be met without exacerbating existing inequalities. Another key issue concerns 
commercial exploitation of resources. If greater control over natural resources is to be 
vested in local communities and a sense of stewardship fostered, what rights and 
obligations will they have. vis-l-vis commercial exploiters? How can the relationship 
between centrally issued licenses and local control be mediated to enhance the sust.ainable 
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 areas rather 
than being national in scope. If the objective is to propose draft legislation, regulations 
or policies to clarify or improve local nanual 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 areas where the studies would be undertaken, changes proposed and tested, 
while the same issues are considered in other areas. 

FOSTERING NGO GROWTH AND PARTICIPATION IN NATURAL RESOURCE 
MANAGEMENT 

The EAP has given an imponant mandate to the NGO community in terms of: (1) 
grassroots development initiatives; (2) acting as intermediaries between the rural 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 playa 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 association~ and NGOs. 

The delineation between NOO and -association - remains unclear. Religious voluntary 
organizations and institutions -cOme under ilieillnbrella of their religiousiiffiliation and are 
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 NOOs nor religious 
groups and may benefit from aovemment subsidies. 

NGOs tend to focus on emeraency aid, assistance to disadvantaged groups, and 
--. ----------------cstablishina structures which assure the development of these groups through an-c----- _.-

integratedapproach. NOOs have specifically targeted populations and their activities are 
development-oriented. Associations have a traditional character, born out of a 
spontaneous .initiative and founded in general on ,1 spirit of mutual support and aid. 

----------TnmllC~-;3etr--oolIV'Canizatimts-SLeIll flOIll family, cian, village, cuiturai and/or lIIulUaj-aid 
associations. _11t.e. ties that unite __ members_ lie in the f1Itll'II~DI, _ ~itio~ ~asy~ _____________ _ 
social v~ues \Vit1Un the- relationships of a family or other group. However few are 
involved with activities which directly benefit the whole community. 
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Legal associations, 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 othen. This legal status provides the authority to Charge member fees, rent space, 
obtain services and so forth. 

Cooperatives are yet another form of association. Due to perceived government 
interference, the failure of government sponsored cooperatives in the past, and the 
suspicion with which villages view the questions they are asked by government when 
trying to form a cooperative, there appear to be few examples of newly created, dynamic 
cooperatives in Madagascar. Instead, many cooperatives call themselves ~a.ssociations", 
register under ordonnance 60-133 and choose the looser legal identity conferred by this 
term. 

The NOO community in Madagascar is growing rapidly. In the past, NGOs have been 
led by churches. Today they are uneven in depth and quality, and have only relatively 
recently shifted away from a predominately welfare based orientation towards 
development. Of the more than three hundred registered NO Os in Madagascar, only 20-
30 can be said to have a solid, proven track record over a relatively long period of time. 
Few NOOs are fully mature or sufficiently experienced in administration and finance. In 
addition, the majority are located in Antananarivo, and only a minority (43) have a 
national scope (USAID, 1991). 

When considering the possible expansion of NOO 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 constraints on both the 
communities and the NOOs' activities. 

Weaknesses evident in the environmental NGOcommunity 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 Malagasy·women. 

Accompanying the growth of registered NOOs there has been increasing activity among 
informal groups, and grassroots associations but only very recently are linkages among 
them being made. The legal status of these groups and associations is often ambiguous 
and is an important issue to be addressed . 

. .... ---~---. ,~---.-.- . -- --~----'~'-- -~ .. ~--~---.. ~~~---~--.--~-----.--.---.-~~~-~------.-----~~ -.-------,~-.----------.--~ ---- --~~ ---~ ---.~~-.---- - . . 
Various umbrella organizations have also emerged. Religious umbrella organizations play 
an active suppan role toward NGOs which they serve. Newer umbrella organizations 
such as COMODE, and ANAE which are nondenominational, are beginning to play roles 

----:-----~as~~~uppcn org:. .. .izaticns en behalf of th;~rr~mb;r-s-.- .A.S a supper: craan=,~ti~~.r:l...,-----------
. ___________ COMOD~~~~ses_on_tl1e pro~ision _oftec_h~i~!_5s~ta.n_ce aJl~ org~tional <:aJ)OlCi~ _____ . ____ ... ________ _ 
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buUdinl. Oiven the democratic process through which COMOOE carne into existence it 
is in a load position to enSile in dialogue with the Government on policy issues, 
legislative reform and to support the development of NOO activities in Madaaascar. 
However, to proceed along this path it may require some technical assistance. 

Attempts to consolidate group activity for development purposes may face resistance on 
the pan of local government officials who, in some cases, are unwillina to take the rural 
population seriously. Actions taken by NOOs to organize local farmen have been seen 
by local authorities as usurping the government's authority to take the initiative to 
organize provision of services in Uaht of local needs. Where local aovernment is willin, 
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 cenaal Government is ready to revisit me 
question of NGOs and to revise the laws penaining to their reaistration and range of 
activities. 

KEPEM addresses the issue of proper recognition and registration of NOOs, usen 
associations and informal groups by supponing the development of an NGO code. This 
will clarify and simpUfy rights of association, procedures of incorporation and the legal 
status of NOOs. At the same time it will permit NO Os to establish endowment funds, 
receive gifts and bequests and charge for services; It has been proposed that the dialogue 
between OOM and NO Os be undertaken through an umbrella support organization for 
NOOs such as COMOOE. While COMOOE represents many of the national NODs 
working in the field of natural resource management, it does not represent the majority of 
NOOs or the international NOO's whose effectiveness is also hampered by existing laws. 

COMOOE has already taken a lead in canvasing its members on necessary changes to the 
existing NOO code. However, care needs to be taken to ensure that any code proposed 
does not restrict the activities of the 27~ or so national NOOs who are not members. In 
addition, it may be necessary for international NO Os to draw up a separate code if their 
needs are to be included. Care should also be exercised to ensure that, while reassessing 
the legal framework, steps are not taken to restrict freedom of association. 

CONCLUSION 

The major components of theprogram,support for ONE, facilitatingloca1 natural 
resource manqement 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. increa.sina the. transparency. of the . process_by 

which their consequences are assessed. Facilitating local initiatives will materially 
increase the control of first-line natural resource users' over the resource base, and 
empower them to govern and manage more effectively renewable resources critical.to 
their survival. Taxation of the saW timber will not materially affect local groups, exceot 
insofar as it slows destrUction of the remaining high forest. However, there may be some 

- opposition from commercial loggers who' tend to be people of power and influence; 
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L.oca.I populations will be impacted on two levels: (1m, ile the VlUdSC or community level 
where local otlanizations will be supported through polley reform and provillon of 
resources to Inltiattl actions in support of environmentAl protection and development; and 
second, at the C'Csional public service level. Since 10\:al communities will be siven 
authority to form Imo action ,roups, scnerate and manasc financial rcsourw, and receive 
technical assistance from public and NOO services, they will be able to directly contribute 
to the economic growth and well-being of their communities. Agents of publJc iCCtor 
technical and planning ministries, and NOO organizations responsible for implement.'ltion 
of the EAP will be more able to fulfill their mandates to mobilize and support local 
initiatives. 

These actions will mainly benefit those communities with homoseneous social structures. 
In areas where there has been a sianific.ant internal misration lcadina to the breakdown of 
social structures, the possibility of being able .to form villaac committees and community 
self-help groups may not be as effective. Differential impact of program activities by 
socio-economic strata, ranked smups, and gender must be monitored carefuUy during 
implementation. 

The OOM, ONE and NOOs arc the principal direct beneficiaries of KEPEM. As stated 
above, local communities and individual first-line 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 the anticipated 
changes, then sufficient conditions will be met for the success of the program. However, 
favorable institutional and legal environments, though prerequisites are not sufficient 
incentives to change behavior. KEPEM is a part of USAIO's total strategy and 
complements the SA YEM pre,ject wruch has direct contact with communities through 
integrated conservation and dl:velopment p~'ojects. Several of these projects are in the 
process of being evaluated and lessons learnt should be incorporated into both SA VEM 
and KEPEM as well as widel:1 disseminated to other simiJar projects in Madagascar and 
throughout the region. 

Preliminary observations indicate that the impact of these projects on local communities 
will be enhanced if NOOs con,fine themselves to doing what they do best. Conservation 
NOOs should be encouraged tel form partnerships with national and international 
development NOOs with mote'experience in community organization and knowledge of 
the technologies which can improve productivity and the welfare of Malagasy citizens. 
(Several conservation NOOs, aloe alzcady working with local development NOOs). If 
more international NOOs beconl.'i.~ active in Madagascar they should be enCC'urageci to 
work as equals with their MaU4:asy counterpans. Malagasy NOOs have varied 
capabilities, some have an exceilent and proven track record which should not be 

-~ , ___ ,_, ____ ,, __ , ______ .undermined. ,_Their.understanditlg of the socio-cultural environ mentis invaluable. and __ , _, ____ ,_,,_, . '_'.' __ ." ' 
with technical assistance, they may be able to assume the role being cC'nsidere.A for 
international NOOs. 

as their successes so that mistakes are not replicated in ;ther partS of the country . 
. . ,. ·······CommunicationbetWeen them is bcingenhanced through umbreUi organizations but could- . , . ----

be improved through exchange visits to field sites. 
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Women, in· Plrti<.:ular, need assilta..ce which· will enable them to take a more pro-active 
role in the recovery and development of Madagas.:a.r. The objectives of KEPEM must 
facilirate, where possible, the opportunity for. women to be· involved in policy dialogue 
and to ensure that any chanses in existing legislation or insti.utionalstructurc· reflect their 
needs. KEPEM must also assure that whatever ch~ges may be instituted as a l'CSult of 
this program do not adversely af'~t women and their conee",s. This is best done by 
involving women in each step of the process. 

IX .. 11 

::. 



Documents Consulted 

African Development Fund 
(undated) Appraisal repof'l in~titutional suppon to DPRA &. national land 
registnltion operation, flut3C I, Democratic republic of Madagascar. 

Andriamasy, M.H. 
1991 R~rve narureUe in~grale no. 1 d~ Betampona: rappon d'enqu~te socia-
6conomique et 6valuation des activi~s du S.A.F. SAF·FIKM, Antananarivo 

Bloch, P. 
1989 Madagascar Environmental Project 1, the Environmental Action Plan, and 
Land Tenure. University of Wisconsin, Land Tenure CeJlter 

Buckley, R. 
1('~1 Buffer Zone Management in Africa. PVO·NGO/NRMS Project, Washington 
D.C. 

Clark, P. 
1989 Forest Disturbance in Madagascar. USAID/Madagascar 

Dash, L., C. Steedman, C. Barnes, Q. Cao, E.Grasberg, &. R.Hagen 1990 Mada&ascar 
Agriculrural Sector Analysis, Devres, INC. Maryland 

Dorosh, P., R.~rbier, A. Randrianarivony, &. C.Rasolomanana 1991 A social 
accountinl mauix for Madagascar: methodolQiYand results. Cornell University: Food 

and NI"lttition Policy Program 

Duke University and NOM Carolina St11.1e Univcf!li')' 
1990 Ranomafana National Park: integf';'l,ring rainforest conservation with 
sustainable development in Madagascar. 

Economic Intelligence Unit 
1991 Madagascar, Comoros Country Prome 1991·92. Economic Intelligence Unit, 
London 

Ferraro, P. 
1991. Preliminary assessment of local porillation forest use, forestry initiative, 
agricultural operations, culrural diversity, and the potential for rural development 
in the reaion of Ranomafana National Park, 1990-91. Duke University 

Handzel, T. 
(undated) Ranomafana National Park Water Quality Study. 
Madagascar: Ranomafana Project 

IX-13 



;; -. 

Hooper, C 
1991 Forestry Repon for the Man and the Biosphere Grant: Man and the 
Malagasy rain forest. Madagascar: Ranomafana Project 

Huntington, W.R. 
1973 Relieions and social ornnization of the Sara pcgplc of Madaiaqr PhD 
Thesis, University Microfllms International 

Kightlinger, L., S.Paine & M.B.Kightlinger, 
1990 Human health survey of seven communities on the periphery of Ranomafana 
National Parle, Madagascar. Madagascar: Ranomafana Project, Fianarantsoa 

Kiss, A. (ed) 
1990 Living with Wildlife: Wildlife Resource Management with Local 
Participation in Africa. World Bank. Washington D.C. 

Kanak, C. 
1980 The past in the present: bistoQ'. ecology and cultural variation in Hiehland 
Madanscar University of Michigan Press, Ann Arbor. 
1990 SA VEM Social Soundness a..,alysis. USAID/Madagascar 

Konak, C., ] . Rakotoarisoa, A. Southall, & P. Verin (cds) 
1986 Madaeascar: SocietY and HistoQ'. Carolina Academic Press, DUrh:"il, North 
Carolina. 

Pryor, F.L. 
1990 The political economy of povertY, equitY. and erowtb: Malawi and 

Madaeascar ffiRDlWorld Bank, Washington D.C. 

Rabenarivo, S. 
1991 (a) Preliminary guidance on folding on-going OPG projects into the SAVEM 
project. USAID/Madagascar 
1991 (b) USAID/Ma.da&ascar Environment Program. USAID/Madagascar 
1991 (c) Trip Repon: Antsiranana - Montagne d'Ambre Reserve Complex. 
USAID/Madagascar 
1991 (d) Trip Repon: Ranomafana National Park Visit. USAID/Madaga.scar 
1991 (e) Conservation Action Grant Criteria: Evaluation and Suggestions. 
US AlDI Madagascar 

R~ubUque D6mocratique de Madagascar 

Safafi 

···I990PoUtique Nationalede· Population pour· Ie ·D~veloppement Economiqueet 
Social. Antananarivo 

-'-----------11i79v.g9~Swiit'ar'i_¥illage-SUf'v'eys. Madagascar:-Ra.nomafana-Projo:cc:t-c---------------

Schwennesen, E. '" S.Ravaoarimanana 

IX·14 



= 

1991 Madqasc:ar: Effective policies promoting the integration of livestock and 
range manaaement in local natural resource management initiatives. KEPEM 
Desian Range Management Annex. 

USAID/Madagascar 
1990 SA ¥EM PP and Annexes. 
1991 KEPEM Draft PAAD and Annexes. 

USAlO/W-AFRITRI ARTS/NR 
1991 Natural Resource Management and non project assistance: examples form 
Niger, Madagascar and Uganda. 

United States Government 
1983 Area Handbook Series Indian Ocean fiye island countries. U.S.A. 

Wells, M., K.Brandon, & L.Hannah 
1990 People and Parks: Linking protected area management with local 
communities. World Wildlife Fund, Washington D.C. 

World Bank 
1988 Madagascar: Environmental Action Plan. World Bank, Washington D.C. 
1991 World Development Repon: the challenge of development. London, Oxford 
University Press. 

IX-I! 

.. 



ANNEX X 

ECONOMIC ANALYSIS 



-= 

~ 

-

-
~ 

1 , 

~ 
-

= 

2, 

-

~ 

3, 
-
~ 

-

4. 

ECONOMIC ISSUES IN THE KEPEM PROGRAM 
CODteDts 

IN1"RODUcnON . 01 , • • I • • • • • • , I • I I •••• , • I • • • • • • • • • f I I. S 
1.1 The KE.PEM Progra.rn •..•.• , I ••••••• , •••••••••• I I •• S 
1 ,2 The Basic Economic Premise " , , , , , , , , , , , , , , , , , , , , , , " 5 
1.3 Objec:tives of This Analysis , , . , . , . , . , , , , ... , .... , . , , " 5 

SYSTEMSmTRANSnnON .......... , ................... 6 
2.1 The Need for Time-Based Strategies. . . . . . . . . . . . . . . . . . . . .. 6 
2.2 Population and Environment. . . . . . . . . . . . . . . . . . . . . . . . . .. 6 
2.3 Changes in Rural Economic Relations . . . . . . . . . . . . . . . . . . . .. 8 

MACROECONOMIC TRENDS . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 8 
3.1 Total and Per Capita GOP . . . . . . . . . . . . . . . . . . . . . . . . . . .. 8 

3.2 Rural Production Systems .........,.................. 10 
3.3 Relative factor scarcities ............................. 11 

3.4 Rural property relations ...... ...................... 12 

MARKET AND POUCY FAILURES ...............•......... 12 
4.1 Market Failures .................................. 13 

4.1.1 Access to resources: common property or public good'? ...... 13 
4.1.2 Sec:urity of Tenure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 
1. Occupation of state-owned property . . . . . . . . . . . . . . . . .. 14 
2. Absentee ownership .................•......... 15 
3. Tenant-farming. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 
4.1.3 Externalities ................................. 15 
4.1.4 Extent of competition ........................... 18 
4.1.5 Transaction costs .............................. 19 
4.1. 6 Price~: unpriced and underpriced resources . . . . . . . . . . . . . . 20 

4.2 Policy Failures ...............................•.... , 22 
4.2.1 Taxes and subsidies on externalities .................. 22 
4.2.2 Credit systems ............................... 25 
4.2.3 Budgetary Resources ........................ ' ... 27 
4.2.4 OEF Budget Resources .......................... 28 
4.2.5 DonClt' coordination ............................ 29 
4.2.6 InfonnationJTransparency ........................ 30 



S. ECONOMIC POUCY TO SUSTAIN BIOLOGICAL RESOURCES ...... 31 
5.1 Total Revenue Potential from Natural Resources .............. 31 

5.1.1 Stocks and flows of wood, fish, cows and BTUs . . . . . . . . . . 31 
S.1.2 Options for Market Intervention .................... 34 
5.1.3 Tourism . . It. • • • • I • • , • • • • t • • I • • • • • • • , • • • I • • 3.5 
5.1.4 Sustainable Financing ........................... 36 

5.2 Macroeconomic Sustainability .......................... 37 
5.2.1 Potential benefits of halting environmental degradation ...... 37 
5.2.2 The larger macro perspective: Decreasing uncenainty ....... 38 

S.3 Microeconomic Sustainability ............•............. 39 
5.3.1 Validity of the KEPEM hypothesis .................. 39 

S.4 Recommendations for further study .........•............ 39 

-~-. 



I 
List of Acronyms: 

BFV Banky Fampandrosoan::\ ny Varotra 
-- BMOI Banque Malgache de I'Ocbn Indien 

BNI Banque Nationale pour l'Industrie 
BNP Banque Nationale de Paris 

-- BTM Bankin' ny Tantsaha Mpamokatra 

CCCE Caisse Centrale de Coo~ration Economique (French lending 
window) 

DEF Direction des Eaux et For6ts 

FAO Food and Agriculture Organization 
FIARO Financiere d'Investissement de la Compqnie d' Assurances Ny Aro 

GOM Government of Madagascar 
- • .. IFe International Finance. Corporation 

IMF International Monetary Fund 

MPAEF Minis~re de la Production Animale et des Eaux et For6ts 

PAIP Program Assistance Initial Proposal 
PARV Projet d' Appui au Reboisement Villageois 

UNDP United Nations Development Program 
UNIDO United Nations Industrial Development Office 

ZODAFARB Zone de ~fense en Faveur de l'Arbre 

-
• 



List of Tables: 

Table 3.1 GDP growth in constant market prices, annual percentage change, sectors 
at factor cost 

Table 3.2 .' Average Annual Growth Rates by Crop (1980-89) 

Table 4.1 

Table 4.2 

Table 4.3 

Table 4.4 

Table 4.S 

,Table 4.6 

Table 4.7 

Table S.l 

Table S.2 

Table S.3 

Table 5.4 

Table 5.5 

Estimates of Annual Loss of Natural Forest to Tavy Agriculture 

Estimates of Annual Brush Fires 

Prices and Factor Costs FMg/ki, Firewood Retailers in Antananarivo 
1989 

Average stumpage fees (FMg/m3) 

Basic Financial Indicators, 1986-1990 

Annual Growth of Government Revenues and Expenditures (In Percentage· 
• Based on Current Prices) 

Analytical Summary of 1990 DEF Budget 

Potential Forestry Rf.:venues 

GOP at current factor cost, primary sector (Billions of FMG) 

Production and Consumption of Electricity, 1984·89 (millions of kilowatt 
hours) 

Hotel capacity in Madaeascar, 1989 

Projections of the Results of No Policy Reform on the Economy, 
Environment and Population 



...: 

1. INTRODUCTION 

1.1 The KEPEM Program 

The KEPEM program has been designed to generate revenues, strengthen pubUc 
institutions and stimulate local initiatives to make biodiversity management and 
conservation ;;ustainable. The aims of the poUcy regime which the KEPEM program 
initiates are to create an ongoing GOM dialogue· for the formation of poUcy, to obtain a 
commitment from the government for a long-term stewardship of natural resources and to 
generate some momentum for the creation of poUcy which sustains the natural resource 
base. KEPEM complements the AID-fmanced SA ¥EM project, and is best understood in 
this context. SA VEM provides urgently needed assistance to conserve the biological 
diversity of Madqascar's unique protected areas and to foster non-desttuctive resource 
management in buffer zones around such areas_ 

KEPEM provides "non-project assistance" which expands SA ¥EM's effon to protect 
biodiversity in three principal ways: a broader geographic focus, a longer time horizon 
and a more supportive institutional framework. In shan, KEPEM will help build the 
capacity to sustain the resources which SA VEM helps to protect. 

1.2 The Basic &anomic 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; 

a technically feasible resource management options enst and an: available to 
"resource managers"; 

o the generalized system of incentives -- policies, prices, administrative 
procedures, extension suppon, infonnation and "sensitization", decision
authority, ele. - provides clear, consistent and stable signals in suppon of 
long term resource management initiatives. 

Because KEPEM does not just focus on a defined set of protected areas, its concerns will 
be more dependent on the factors which drive overall economic and production system 
decisions than is the case for SA ¥EM. Because the public sector cannot protect all 
forests as intensively as it can die parks and reserves, "generalized incentives systems" 

... ···arelikelyto be ofgrear.er·relativeimporunce than direct-public· intervention; . 

1.3 Objectives of This Analysis 

--.:...------The-link b;,WCCii ee6noffiie--developmetihnd elivilo"mtriial-su~~off--------
the KEPEM approach. Howeve1, because KEPEM provides "non-project" assistance,~~ 

.. ··pOtentiifeeononUc -cCiiitribilnoncannot bCunderstoocCiD· terms of the· "benefit:.cost"- ... .. 
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analysis of proj~t investments. This dOl:umcnt therefore undertakes a broader 
examination of underlying economic issues in ti.e environment sector, and of the potential 
contribution of natural resources in increasing options for rural income generation and 
macroccorlomic arowth. 

The objectives of this analysis are to explore the underlying market and policy failures 
which led to the KEPEM policy agencti, as well as to respond to some of the questions 
posed in the P AIP. 

2. SYS~~TRANSr.nON 

2.1 The Need for Time-Based Strrltegies 

The relationship between Madagascar's cnvironmCl'lt Vld its economic and institutional 
realities is in rapid transition. Any :analysis which IS based on a static undent1ndi!l1 of 
what are essentially fluid relationships is likely to be misleading. 

"Environmental degradation R is one outcome of the individual production and 
consumption decisions .- pattems of behavior - which make up the macroec:onomy. 
Sustainable and widespread behavior change, however, takes time. There seem to be no 
examples, anywhere in the world or at any time In history, of the scale 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 
outside proteCted areas will have disappeared by then. 

it is, therefore, difficult to realistically argue that SA ¥EM, ICEPEM or the remainder of 
the 5200 million programmed for environment (from all donor and government sources) 
can successfully hold the line against further resource dearadation. A time-based 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 fo!!!t.er non
desU'Uctive envirtlnmental management as soon as possible; 

o it must offer a need and opportunity driven resource management vision. 

-- Policy -change and empowerment of local populations are necessary -but not sufficient 
conditions. 

2.2 Population and Environment 

Whether Madqascar is or is not overpopulated is a secondary question. Total population 
is currently12million:-With a groWthrareiitdieorderof 3 percent per year~total -- ---
population will be over 20 million by 2010. Because urban growth is in excess of the 
rate of natural growth, urban population could pass from its current level of 2.S million 
to as much as 8 million by 2010. 

•• 
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Rural populadon lrowth directly influences four major WmotonW of land·based 
environmental dcaradation: qricultural land use, land use for Uvc.1tock, forest fires for 
purposes other than aaricuJture or herdin,J and demand for forest products, including 
enersy and timber. Marine and coastal resources have come under increasina prr.ssure as 
well. Agricultural and herding practices are, in particular, very land· and resource· 
intensive per unit of output. 

Urban population growth can have a direct and dramatic impact on demand for forest 
products. Woodfuels (firewood and charcoal) provide energy for the majority of the 
urban population. Charcoal accounts for eighty to lIinety percent of wood fuels consumed. 

The link between urbanization, energy and environment provides an instructive example 
of the potential for growina resource dearadation and for income leneration throuah 
resource enhancing initiative, but it is clear .t.hat charcoal prices have been rUinl at a 
much higher rate than inflation. In Antananarivo, toward the end of the 1991 rainy 
season (when charcoal prices reach a seasonal high) charcoal prices attained a level hiah 
enouglJ 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 areas 
as well. But a move to alternative energy sources driven by supply shortage of an 
inferior good, rather than demand for a superior load, is not a susWnable transition. 
What the urban energy situation represents is an opportunity for exploration of alternative 
energy sources, such as electricity, which are endemic to Madagascar and can be 
relatively cheaply producccio Z 

As population pressure in agricultural zones around Antananarivo increases, agriCUltural 
production has ·crept up· the hillsides, lcadinl to unsustainable farminS and more severe 
erosion. The potential financial returns from J1'Owing trees rather than crops could 
increase incomes, divenify the rural economy, promote intcma1 trade and better protect 
the resource base for aancultural activity. Effons of the Swiss and FAO projects in 
Madagascar's central plateau relion sUliest that a key variable in promotina this 
transition to sustainable resource use is Ukely to be increased security of land tenure. 

A twenty-year perspective on pOpulation groWth suneSts that curient resource use 
practices (tavy, extensive herding, exploitation of natural forest for wood and charcoal), 
coupled with a doubling of population in the next aeneration, will either themselves be 
unsustainable or will make remaining forest resources unsustainable. 

J while it may seem redundant to cite forest fires as a category which is additional to 
agriCUltural and herdinl land use, there is widespread evidence (from social scientists 
more competent to judie than the author) of fire being used for both ·habitat 
Improvement' (i.e. reducinl mosquitos, snakes, etc.) and aJ.a means of expressing 

...dissatisfactionforsocwor other reasons .. _____ .... ___ .c ~~- --- -

Z The Minister of Industry, EnerlY and Mines reports that the current hydroelectricity 
power structure in Madagascar has supplied since the early 1980s more electricity than 
can be delivered to urban households, given the lack of powerline networks. 
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2.3 Chanlcs in Rural Economic Relations 

Six years :lIo, Madaga.scar redefined its macroeconomic growth stratesyand philosophy. 
Many of the basic economic reforms associated with this process and with structural 
adjustment have begun to take hold within the last two to three years. Other changes arc 
either underway or likely. 

The World Bank cites structural constraints in the agriCUltural secwr iU the major obstacle 
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 1.5 percent annual growth over the Wt five years). 
A~rding to the IMF, growth of GOP in 1990 slowed 10 3.8 percent (the GDRM's 
estimates are lower), and the terms of trade declined by 16 percent. Rural credit n:.mains 
scarce and the increase of value-added in the agriCUltural sector apin fell below the 
population rate. The results of a severe drought in rice-,rowing areas await the figures 
describing the final harvest in May. 

Other major macroeconomic developments include liberalization of investment codes and 
of import restrictions, a substantial inflow of foreign capital (much of it public, but also 
some private) and growth of the tourist industry. The shon-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 impons (close to zero after 
dedicated lines of credit are factored in), compared 10 33 weeks 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 forms of economic activity ir 
rural areas, and will create new income aenerating opportunities both for resource 
exploitation and for positive resource management initiatives, but the short-term transition 
will continue to be painful. 

J. MACROECONOMIC TRENDS 

3.1 Total and Per Capita GOP 

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 GOP in 1980 to 91.1 percent in 1990. During the same period, the 

----------rate of investment feU drastically;-from 22.8 percent in 1980 toalow of-13.8 perccntin-
1986, reboundinl sliahtly to 16.3 percent by 1989. 

The terms of trade for Mala&asy expons declined by more than 26 percent over the last 
............ "",.f Itt\on on, •• ..! ....... ~ ........ __ .. L __ ...1_ II _ _ -I! L _____ II. ______ ..1 ~- '''''". ,..._--, . 
dome:rtic product has shown very Umitedlrowth, despite a rapidly lrowinlpopulation. 

-- -- -- -- ---From 1984;'88, real GDP IroWtJ1 was negative. OverlheperiOd fiOril198Q..84; per capita 
GOP declined by a cumulative total of over 20 percellt. 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 3.1 
OOP growth in constant market prices 

Annual percentage c:hanic 
Sector percent chanae at (actor COst 

1986 1987 1988 1989 1990 
Sectors: 

Agriculture 2.4 2.2 1.4 S.S 2.4 
Industry 2.3 2.8 -0.' 3.0 S.2 
Services 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 recent economic trends, the World Bank Policy Framework Paper (pFP) for 
1990-1992 addresses issues of direct relevance to the KEPEM straten: 

"Madagascar faces serious social problems linked to poverty, which seem 
essentially from the persistent decline in per capita income over a number 
of years. However. specific groups have been adversely affected by the 
necessary adjustment measures. The Government proaram (or 1990 .. 92 
provides for a variety of social policies designed to alleviate the most 
serious social problems, improve access of the poorest groups to the 
employment market, and preserve the integrity of propcny 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 ol1anizations. In addition, financina of the above-mentioned 
activities is considered an intearal part of the public expenditure prognm 
adopted. as part of the general ~e~of public_expenditures an~, mOre 
specifically as part of the reformulation of expenditure and resource 
allocation priorities-. 

The intensification of po~.:rty is evidenced by the deterioration of most major indicaton 
of soci~nomic development over the last decade. Per capita nutritional levels have 
declined. and infant mortality has increased 30 percent in eight yean. Educational and 
-hcaith irifrlStriiCtUle IW·deteriolitCd.··-Avaihible iriedicfries cover 6nIy S ·percent·of·--· . 
estimated n~. The Ministry for Primary and Secondary education can no longer meet 
minimum salary requirements for teachen. Housing, waeer supply and sanitation systems 
have suffered sirn.ilarly. 

-. This downward economic spiral hasqaravatect negative economic consequences for. the . 
environment. It is the poorest farmers who are obliged to cultivate the most rnarainal and 
erosion-prone land. Rural poverty also increases the need to practice slash and bum 
agriculture. shifting cultivation and uncontrolled forest exploitation. 
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3.2 Rural Production Systems 

There is a stronl. two-way tinbge between the perfonnance of agricultural and pastoral 
production systems and the degradation or stewardship of natural resources. 

'The EAP cues the following distribution of national territory: 

cultivated agricultural surface 
pasture 
rivers and lakes 
forests 
cultivable but unused land 
non-cultivable land 

S% 
59% 
2% 
17% 
9% 
8% 

Cultivated aaricultural land still constitutes only about one-third 0; potentially cultivable 
land. Pasture 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 current rate· of 
deforestation is between 150,000 and 300,000 hectares per year, with sizable negative 
impacts on agricultural productivity. . 

The national agricultural census indicates a livestock oopulation of approximately 10 
million, 80 percent of which are cattle. Cattle hnding is practiced throughoul 
Madagucar, but .ls most concentrated in the western coastal region and in the extreme 

. south, which contain three-fifths of the cattle. population .. Herdinl in both of these 
regions is extensive. 

Agricultural performance from 1980-89 is shown in Table 3.2. 

Most notable front this table, and most signiiir .. vlt for long t.enn naturall'l".sourc:es 
manqement. is. the prolor.lled slalnation of the principal sllbsislCnce crop •• rice. Rice 
production per capita has dc;;li'led by an average of nearly 1.5 percent per year. 
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Table 3.2 
Averaae Annual Growth Rares by Crop (l98()"89) 

Grains 
Paddy 1.3 % 
Maize 2.5 % 

Root Crops 
Potatoes 5.6 % 
~oc 3.4 % 
Sweet Potatoes 2.9 % 

Commercial Crops 
Sugar Cane 4.1 % 
Peanuts - 2.2 % 
Cotton 6.3 % 
Coffee IJ.7 % 
Vanilla 1;2 % 
Cloves - 3.4 % 

3.3 Rellltive fl'.Ctor scarcities 

Historically, systems of extensive resource rnanaaement in agriculture and herding have 
been consistent with the relative resource endowments in rural areas: large land area 
relative to population; a'f'ailability of fertile soils for crops and livestock; relative 
abundance of forests. As population has increased I'nd the resource base has declined, the 
relative scarcity of land, labor and capital has chan;ed dramatically. 

Consequences of changina factor scarcities arc already !ieen in many areas: growing 
migration trends (from the p1at.eau to iowlands, from the south to north); intensification of 
lowland rice cultivation in densely populated zones, furthered by the increu:!d aVailability 
of agricultural inputs (as a result of more liberal economic rules); a rcevalUinon of the 
financial attractiveness of extensive herding, resulting in herding populations tumina to 
sedentary apiculture and, in pmi-urban areas, to wood plantations; the potential for 
emellcoce of rural labor markets as successful diversification and intensification by more 
prosperous-and/or stlccessfulfarmcrs-,iveS rise toa-denWtcrfoipa;.d fatmiabOr. . . 

In economic terms. these changes reflect adapr~ tions to changing factor scarcitie~ and to a 
changing economic' environment. All 1vailable evidence points in the direction of 
accelerating cfWl,je 10 relative factor 5CarClbes 111 the yeus to come. . Resource 
management strategies which capitallzeonthese undedYL'\g trcndsappear to hold 
promise. 
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3.4 Rural property relations 

Chan3e5 in relative factor scarcities are also leading to fundamental changes in rural 
propeny 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 importance throughout the country. Land 
tenure is a complex is!lue with several dimensions, including issues of social justice, the 
emergence of • modem· agriculture and questions of direct relevance to environmental 
protection. 

Resource conflicts reported in the editorial pages are thought to represent the -tip of the 
iceberg· . In the south-east coastal region, inter·tribal conflicts have been reported 
between Zafisoro and Antaifasy; in the south, between two clans of th:-: Antlndroy tribe, 
based largely on stresses created by the growth of modem aariculture. The Antandroy 
are herders by tradition, but herding has lost some of its comparative economic advantage 
in the region in recent years (reductions in herd sizc, insufficient pasture, &rowing 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 reports indicate that one of the 
clans has contested 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 
currently holds the land received ownership at independence after the depanure of 
colonial settlers. The rival clan claims it owned the same land before colonial settlement. 
The birter struggle which has resulted has claimed several lives. 

The two examples given above are not isolated cases. One of the points they underscore 
is that many of the issues related to local resource management .. such as land tenure, 
agricultural intensification, land use for pasture vS. farming •• will be forced to the 
forefront by fundamental changes in structure of rural economic production and 
competition. 

4. MARKET AND POUCY FAILURES 

It is a straightforward exercise to perform abenefit-cost analysis which shows that, other 
things being equal, reducing the rate of environmental destruction can be in Madagascar's 
economic intereSt (see Section S, below)~ It is quite another matter to attribute the . 
benefits from sustainable resource management to a given project or program. 

An honest appraisal must conclude that KEPEM, even if successful, could not claim the 
credit for final succ:css. Nor is it necessary to argue this in order to justify the value of 
the projZ.mll. KEPEM must be regarded in the context of the Environmental Action Plan, 
AID's own SA VEMprojecc;and-ncarlyS200 million of environmental expenditures 
planned to protect Madagascar's environment. To the extent that it helps the Government 
of Madqa.sc:ar build a policy and institutional framework which is berter adapted to 
sustainable local resource management and which is bent:: "'1ui9J)ed to make efficient usc 
of 'he 001101 alia domestic resources avai1abic ior cnvironmenrf,,(an'"'ow· ,--,n .... l"'ore,....;.b ... roaa....m·tihyT"",-iiomr...--------~--

rural development),KEP~Will have made acriticalcontribudoll to the overall effon. 
It is, however, the overall effon, and not just KEPEM, which can result in success. 

X·ll 



--.. 

-. 

The Madagascar economy can be characterized by a myriad of failures and successes 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, succtsses will not be the focus of this 
analysis. 

4.1 Market Failures 

4.1.1 Access to resources: common property or public good? 

The management of any nation' 5 naturnl resources may occur under variations of three 
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 contrast, permit open access to all users and mayor may not be 
divisible in nature, Le., that use of the good by one consumer denies another consumer a 
directly proportional usc of that good (e.s., wood is a divisible Soad; sunli&ht is not). 
Common property resources fall in the middle of the continuum, exhibitinS shared 
ownership and management to effect equitable and sustainable Jistribution. 

Like most countries, 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 and portions of the weste~l1 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.) Notwithstanding a population growth rate hovering at 3 percent, density 
totaled a low 200 people per hectare in 1989. ~ 

In 1991, the marogement of Madagascar's resources is in a transitional phase. Markets 
for many resources, most notably firewood, tlave not developed outside of major urban 
areas owing to a perceived lack of scarcity. Other products from the natural forests are 
managed under a variet), of regimes, or not managed at all. Informal villaae \· .. ·oodlots for 
poles and other building materials, requiring permit pennission, exist adjacent to special 
(unharvested) forest reserves; areas planted with Leycaeoa surround villages with at' 

abundant source of energy, exhibiting traits of both a priva:r' .. ' ,/ ; ~ld and common property 
resource. The most prit.ed specimens of 2()()..year old rosewood trees <allssandre) are . 
traded at bargain basement prices for construction of common household moldinls (and is 
reported to be exported clandestinely as well). Projects organize complex systems of 
nursery manasement on the threshold of abundant open access wood supplie.'Ii. Water user 
associations have evolved 100000y to manage irrigation projects while associated 
watersheds are systematically degraded through upland ra:a agriculture. Cattle grazing 
and brush fires sweep through lands dedicated to pilot reforestation. 

) Subterranean resources--marble is the principal resource that can be mined 
economically-·are extraCted on a concessionary basi;,. 

4 World Resources Institute,Worid RtsourctS i990-91 (Washington, D.C.: WRI, 
1990). 
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Where markets exist, prices do not reflect the true income generation value of natural 
resources, let alone the incalculable values associated with biodiversity. Neither 
competition nor cooperation characterizes the systems in place. The existing legal, 
economic and political structure in Madagascar has contribuu:d to a mosaic of 
management'regimes, none of which employ market mechar,isms which accurately reflect 
the value of the extensive national resource base. 

4. 1.2 Security of Tenure 

Individual property WiL~ tiUe to real estate has not yet developed in Madaiasc:ar. Legally, 
the panition of lands is approximately as follows: 

Community property: 
Individually-titled land: 
State-owned property: 

2 million ha 
3 million ha 

53.7 million ha 

The majority of cultivated and exploited terrain therefore falls under the rubric 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 state-owned 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 controlled by 
individual households. 

The eastern region of the country is the area most affec~ by W!X, which consumes 
approximately 200,000 ha per year. Customary rights predominate, established through 
clearing of forest ar.d cultivation. 

The appropriation of cultivable soil is not egalitarian; the practice of tenant-farming is 
scattered throughout the island. It represents one result of precolonial structures, and has 
notdevcloped 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: 

1. Occupation of state-owned propeny. The customary appropriation of land which 
the user has already settled and cultivated is guaranteed; it is protected by "user-

= 

-
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~ght.· ~e ol\lv problem exists. in new appropriations; the p~~ o~ acqu~g 
___________ Utla-raqUb"'SS 21 5iCp3 Ove1' a parod-of five to sevell years alia Die ctaiman'r' .... ISr---------.--

never assured that the process will be ~nclll~ed succes~fully. . J<:eyto the 
problems of tillirigisthe 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 
herders and agro-pastoralists may not may not gain title pasture lands, but must 
instead rent the land from me state. In fact, formal rental contracts are few since 
institutional coverage is inadequate. 

Absentee ownership. Land belongins to absentee landlords are often 
cultivated by village-dwellers. This practice is manifest particularly in the 
cultivation of lands abandoned by former colonial owners foUowing the 
political events of 1972, when Tsiranana resigned and his successor, 
G6n~ral Gabriel Ramanan tsoa , turned toward the eastern bloc and China 
for political inspiration. Those villagers who do cultivate the remnants of 
former owners arc often threatened with expulsion. Specific examples of 
this type of land insecurity were observed by the SA VEM team in 
Antsiranana and the KEPEM team in Marovoay. 

Tenant-fannins. Leases are in effect implicitly or explicitly for one year, 
and may be renewed. The tenant-farmer 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 proceeds of production 
according to a two thirds-one third, or 50-SO 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 chOtnge, according to interviews conducted by the KEPEM team. The Direction 
of Livestock, has indicated that a long-terrn rental arrangement might be possible on a SO
year basis, with leasing applicable not only to individuals but on the basis of linea&e, a 
possibility with obvious ramifications for the creation of special districts for management 
of natural resources. With respect to forests, the Swiss project PARV (Projet Appui au 
Reboisement ViUageois) used the Decree 85-072, a 1985 Government declaration 
establishing ZODAF ARB reforestation zones through which land grants are made 
foUowing the planting of trees, to explore Of".W mtthods of land acquisition. PAR V , 
however, found that Decree 85-072 could not be implemented due its incompatibility with 
the larger legal framework. As a result, nota single land title has been cleared 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, shonening 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 current use of natural resources clearly outweigh private costs in 
MadagascaI is evidence of negaave-extemalities:-irnile absence oi compleilellsive 
inven~ries aIld without the~nefit of mar~ets to measure the full ex~nt of social costs (in 
the form of the market "cost" of degradation, waste and overharvesting), eX'Clmalities 
cannot be valued precisely. 
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Nevenheless, externalities can be quantified in physical terms accordins to the resource in 
question. In the forcst sector, annual deforestation throughout the 19805 (permanent 
cleannS of closed canopy forests··logginS and extra-market fuelwood collection is not 
included) by conservative estimates totals ISO,OOO hectares per year, or I.S percent of the 
natural forest cover. At least three distinct externalities are evident in a loss this areat.' 
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 lernlS 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 weigruna 35 kilos will 
last a family of six in Antananarivo approximately three weeks. The sack requires a 
wood harvest of 0.43 m3, or about 14 percent of the annual sustainable yield of a sinile 
hectare6

, and wastes at least 80 percent of the eneray potcntW in the conversion process. 

Finruly, the ta:ci itself, responsible for an average of 13S,OOO ha or 90 percent of 
deforestation annually (Table 4.1), bears associated social costs of atmospheric pollution, 
loss of watershed capacity and soil erosion. 

, Althoulh the rate of deforestation in Madagascar. compares favorably with that of 
other countries (Costa Rica's deforestation Qver the same period was 6.9 percent), the fact 
of a far larlleT base translate., into a 41ignifir..:.nt Inee nf rn,,,,n,il:ll inl"n'!'l!:-:"', .t;:cl:li!frU!i'~"I1..-:"a%fI~."'"-----
amenity annually. 

6 UNDP/World Bank Energy Assessment Program, Madagascar: Iss~s and Options 
in 1M E~rgy Sector (Repon No. S100-MAG, January, 1987), 11. 
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Table 4.1 
Estimates of Annual Loss of Natural Forest 

to Tavy Agriculture 
(ha) 

1975 129,420 
1976 126,980 
1977 135,680 
1978 139,590 
1979 144,515 
1980 140,715 
1981 143,695 
1982 145,320 
1983 144,365 
1984 141,015 
1985 144,655 
1986 93,755 
1987 127,302 
1988 125,853 

Source: Ramamonjisoa, 1990. 

Externalities exist in other resource regimes as well. Anea;orat repons of overfishing 
through trawl net techr:ologies employed by foreigr. C!.or'panies (operating within the 200-
mile economic zone created by Madagascar' 5 signin~ ')f the Convention on the Law of the 
Sea, without the pennissiun of Malagasy authorities) has decreased breeding grounds and 
productivity in several offshore locations. In the case of Lac Alaorra, the largest 
freshwater lake in the country, stocks have decreased by an estimated 60 percent over the 
past five years, according to local authorities. The yield from Lac ltasy has decreased 80 
percent since 1965, due to increasing numbers of fishennen, improved tackle and 
degradation. 

In terms of unforested land, the leading source of social costs emanates from brush fires, 
set to diminish the breeding grounds for insects and regenerate the first green bite of a 
highly nutritive grass for cattle grazing. Govemment estimates, acknowledged to be low 
given the difficulty in data collection, range in any given yar 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 fires annually: in 1983, a peak year, approximately 19.43 
per~nt of the land mass was burned. 
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Table 4.2 
Estimates of Annual Brush Fires 

1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 

Source: MP AEF I 1991. 

3,420,150 
1,1l1,114 

734,638 
958,640 

1,274,854 
384,452 
136,978 
342,857 

This externality Wees several forms. The immediate result of the fires is in~ erosivity 
and the washing away in the rainy season that foUows of loosened, concentrated topSOil. The 
soil erosion can have an immediate effect of increased fertility of downstream rice fields and 
other agricultural lands. This effect is temporary, however, and the annual or semiannual 
burning of lands not only degrades soil productivity in directly affec!.Cd .areas but also 
contributes to the silting of rivers and harbors, destroys forest resources and reponedly 
carries visible airbon". pollutants for up to seventy miles in the heaviest months of burning 
(September to November). 

4.1.4 Extent of competition 

Structural adjustment policy has permitted considerable liberalization of econc-mic activity 
and has reestablished the functioning of certain market mechanisms. The success of this 
policy, which seeks to promote greater economic efficiency relies, however, on a system of 
incentives within the marlcet 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 non-competitive nature of certain markets in Madqasc:ar can be. viewed 
as a brake on the development of production systems and an obstacle to economic efficiency. 
The agriculture, transpon and industrial sectors provide pertinent examples. 

In agriCUlture, the chief problem seems to lie within the profit margins of commercial crops; 
the margins are l.ar&eenough to resemble monopoly rents. Margins so high discourage 
development of efficient aariculture production and result from a limited access to rural 
credit for small and medium-sized farmers. 7 

. . . 

7 ONVOI, Rapportlnrroducli/ sur la ~slion SlrQl~giquedu Processus d'Ajusltmtnr 
Induslriel (Vienna: Atelier sur Ie Processus d' Ajustement Industriel en Afrique, December 
1989). 
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The uan~pon sector is of vital importance to Madagascar. The lack of competition drives 
transpon prices hiaher, inhibitina merchants and their goods from buyinS transpon services. 
The natureot this phenomenon does not necessarily suppon resulation of prices. Rather, 
it suggests that policy should be geared to reduce monopoly powers where there is room for 
multiple services. In the case of transpon, the answer lies in implementing a policy of credit 
for small entrepreneurs. For. example, the purchase of a wason to dispatch merchandise 
along a principal highway represents an investment through which small entrepreneurs can 
increase sales. The relatively high level of transpon prices in Madagascar is not due as 
much to the quality of infrastructure as to the non-competitive 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 geared toward privatization, restructuring or 
removal of a large number of important enterprises (more than one hundred). But 
privatization does not signify, ipso facto, creation of competition. In effect, aiven the 
narrowing of markets, some medium-sized enterprises can benefit, de facto, from a 
monopoly poSition. 

A r~nt repon of UNlDO' stresses that in a country like Madagascar, the industria1 markets 
are imperfect, often disaggregat.ed into micro-markets. The weakness of commercial 
networks renders them unsuitable to the demands of full-scale industrial production. In this 
context, liberzlization seems to have favored the commercial sector. '!'he prominence of the 
commercial sector, and the limited capacity for industrial competition, are underscored by 
the potential for higher profits resulting from the purchase of imports. 

4.1.5 Trausaction costs 

The market failures due to t.ransaction 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 vinue of its 
relative importance in the economy. Attempts to privatize and expon non-traditional 
agricommodities (including com, wheat and lychees) have btcn 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 fClr 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 SO to 70 percent reflecting the difficulty of drying 
in the carbonization conversion, and the impassibility of roads to urban distribution markets. 

• Ibid. 
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Rules ,overrunS enterprise, with thc exception of the Investment Code creatine ~ freo- zones 
in which qualifted industries may operate, have not acknowledled that tranw:tion COlts may 
be increased or decreased throulh fiscal policy to favor r.~&eted sectoral growth. The cutting 
permits requirr.cl by DEF for lOllers and charcoal producers produce rnlnimallTWJ.ina.l costs 
to production and are not industry-specific. For example, Bertrand notes that the marainal 
cost of cuttinS permits per unit of production for charcoal producers supplyina 'Ill) 
Antananarivo are very variablc. The existing tax system clearly emphasizes revenue 
generation across the economy over selective promotion of rwural resource production 
industries. The tal ~ 1W: leI transactions (T. U. T.) applies a l' percent surchatac on 
every monetized exchanae. A system of grtl~yemcou levies an additional 3 percent of all 
products on the producers. The market failure stems from the resultins inefficiencies in 
production of natural resources which generate waste, depletion of the re3Ource, and 
underpricing of the resource. Supply systems respond to non-market influences or 10 short
term demand which do not reflect medium- and long-term interests. 

Fisheries is the one arena within which there is evid~nce of a trend toward rquJation throulh 
planned increases in transaction costs. A national law requires a fishina license of 4,000 
FMg for every 100 meters of net employed, (representina, as in the case of cuttina permits 
in the forest sector, a near-zero marainal cost of produ~tion). While some inland wat.cn are 
fished indiscriminately and competitively by independent concerns, other. local fQkontaoy are 
taking matters of management upon themselves. Some fokontanyin the Marovoay 
fivoodrooana, 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. Disagregating 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, largely concentrated in the Antananarivo 
area, prices do not reflect the costs of replanting, the investment cost of maintaining land 
security, and the opportunity cost of capital (fable 4.3). 

Table 4.3 
Prices and Factor Costs, roMg/kg 

Firewood Retailers in AntananariVO, 1989 

Purchase of wood 
SilinS 
transport 
Wholesale price 

Profit margin 

Manjakandriana 
3.7 
1.3 

13.3 
34.6 

(1) Shared between logger (3) and transporter (13.3) 
Source: Bertrand; II, 49. 
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(n contrast to the priein, of firewood, the prices of charcoal in urban markets reflect me 
arowina scarcity of the underlyina resource. Prices in Antananarivo have risen in the plUt 
three years well beyond the inflation rate. In April 1991, a sac of charcoal weishina 10-12 
kilos costs 4,000 to 4,500 FMg. An urban Cardly of six consumes flve sacs per month, 
spending 20-23,000 FM, per month. An article in me daily Mid! reporuxt on April 17, 
1991 that the price had risen to a level commensurate with bonled gas, previously considered 
a luxury only affordable by the upper-income households of Antananarivo. According to the 
Bureau des Donnees de l'Etat (BDE), 45 percent of households UNe charcoa.l as the primary 
energy for cooking in the city of Antananarivo, and annual consumption has risen 21 million 
Idlos. Notwithstanding the faet that the most roccnt price increase fell at the end of the rainy 
season, it is clear that the consumer price of charcoal reflects a grOwlnR gap between supply 
and demand. 

The charcoal supply shortale is not only an urban phenomenon. Although the !,roportion of 
households using charcoal in rural areas is much smaller (0 ro S percent of households) than 
in urban areas, charcoal is preferred by those who can afford it (or iLl high, even heat and 
clean burning. An informal price survey in the province of Antsiranana revealed that 
"official" prices have increased approximately 100 percent in 3 years and 400 percent in the 
past 13 years. The average black marlcet price is approxima~.ely 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 action in the month of April. 

The. factor costs in charcoal production reflect the same marlcet failures as firewood. 
Transport costs to the market in Antananarivo typically account for 33 tc 45 percent of faeror 
costs, while the local redevance de coUectiyit6 (distinct from the universal transactions tax 
or "TUT" and the prtl~yements on all production) and cutting permits average 1 percent and 
0.3 percent, respectively,lo 

Prices of sawn wood range from a high of 761 FMg/m3" for the large planks of rosewood -
palissandre- (4m X 17cm X 2.8cm) to 30 FMg/m3 for pine (2m X 25m X 20m),1l a clear 

indication that relative prices reflect quality and scarcity I but that in absolute terms, market 
prices do not reflect the capital and replacement value of these species; a mature rosewood 
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 reponedly is found now only in some protected reserves 
and in the most remote areas of Toamasina province. 

9 Sammy Rainitovo, ole Charbon n' Est Pas Moins Cher" Midi 17 April 1991, 4. 

10 Bertrand, n, 33-45. 
--~--------------

II. At an exchange rate of 1840 FMg/US dollar, the same plank of palissandre would 
cOmmand a retail priCe 0(41 cents. 

12 Bertrand, II, 62. 
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Comprehensive price data on tlshcries in Madagascar docs not exist. Reports of frustration 
abound, however, IU flshina concerns ate caught between hiSh equipment prices (in some 
cases requirlna four years to finance and lasting a sinale season), low market prices for their 
produce and a persistent lack of credit and infr.lStrUcture through which to marbt their 
produce beyond local fishing areas. 

The price regime governing the cattle industry has reflected scarCity and the. costs of 
production to a greater extent than in the forest sector. The primary cost of production is 
the purchruc of 11 vcsto.::k , ransing from 70,000 to 120,000 FMa per head for calves :uld 
200.000 to 4S0,OOO FMg per head for full-grown steer. Feed and veterinary costs are 
minimal, rangins from 11,400 FMg to 20,400 FMS/ycar/head, while !he cost of ranselands 
amounts to 10,400 to 19,400 FMg/hcadlyear. Land is free or rendered free by a low 
marginal cost. Market prices for the meat value range from 200,000 to 250,000 RAalhwi 
in the low staSOn, August to January (when rice is more plentiful) and 350,000 to 450,000 
FMg/head durinS the rice harvesl months .. March throuah July. Avetaac profits ranae from 
179,600 FMg to 438.600 FMaJhead, makina for a hiah profit ma.rain for those who can 
afford to invest 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 prirruu-y Soads since the early 
1970s (and in step with the CPI, which rose approximately 1100 percent July 1972 to June 
1990), increasina bt'!tween 1000 and IS00 percent in response to sustained domestic demand. 
A small and sputtering export market has srown in the last decade through the establishment 
of a few abattoirs outfitted with refrigeration and packing divisions. 

But price stability and sustained demand have not translated into increased production. 
Certain cultural norms may be partly responsible, including the role which cattle stock plays 
as a source of wealth, as a symbol of status and as a unit of value throuSh which savings are 
accumulated; this speculation is reinforced by repons of increased theft of cattle in the most 
intensive production regions. 

These two factors. price stability and lack of a growth in production, have both contributed 
to and, at least in pan. resulted from, a lack of investment in land productivity and 
technological innovation. Brush fires which gradual!y degrade pasture lands are set year 
after year for thc sake of thc 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, neaative externalities, lack of 
competition, distorted transaction costs and unde:rpricing-is that resource degradation and 
lack of investment in intensification of production, ~hnological innovation ur human 
productivity, and all represent economically rational activities. Given the market incentives 
in place. natural resource managers continue to behave as rational economic actors. 
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4.2 Policy Failures 

4.2.1 Taxes and subsidies on c1,tcmalitl\'::$ 

A fiscal system designed to promole sustainable management of natural I'e:wurw would w 
negative externalities and subsidize positive externalities at levcl~ \lIhich would promoUl 
production which equilibrates current net income with future potcnualnct incmn~, r.11!lCtl,· ,11.00 
according [0 the opportunity cost of capital. 
The tax system governing production of natural resources reveals a broad range vj 't'f\a1l 
levies, differing according to the resource in question. All products arcsubj«t /0 a J 
percent tax (p[~I~yemcnt) on producer prices, collected at the level of the loca.l groups 
(coUectiyitCs dtccntra.listcs) and distributed in equal 25 percent shares among the iariWlX, 
the flyoodronana, Owsana and (QkoOWl~. III addition, at the point of we, alll>rodUCt.l are 
subject to the T.U.T. (ta& ~ 19 transactions) of 15 pero:nt. of which 2 percent is 
distributed between the, fivQodrooaoa and the firaisaoa, with the balance aoing 10 the central 
treasury. 

Meat product.~ arc subjcct to additional fees levied on ~ per carca>:> basis at the abattoir and 
payable to the faritan)' , fiyondrooana and t:il:.iWi".~ (800 to 1,000 FMa for beef, veal, pork 
CIIId horsemeat and 300 FMa for lamb and goal, for each govtmmental entity) levied on 
public facilities, with exactly half as much per carcass payable to the ilral.Sa.lll and 
fiyoodronaoa levied on private facilities. Exported beef is subject to an additional 220 FMa 
per head b",fore lcaving the decentralized collectivity of production, and payable to the 
fQkQnWlY· 

Traditional agricultufe products (cloves, vanilla, coffee and pepper) are subject to an 
additionalW: of 12.5 l025 FMg per kilo (115 FMg per kilo for vrepared vanilla), coUccted 
by the collectiyjtts d¢g:ntrali.s and distributed among the (aritaoy (40 perccnr) , 
fiyoodronana(20 percent), firaisana (20 percent) and (okontao~ (20 percent). Water use is 
also subject to taxation at the discretion of the collectiyj~s cl¢centraJi~ and the proceeds 
are channeled to the OyondroOY. 

Aside from the T.U.T. and the prtl~vements, forest products are not subject to additional 
tax. Commercial forest producers must purchase cuttin, permits through DEF;large 
producers (more than 100 trees) must pay stumpage fees accordin& 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 are issued a permit free of chargeu. 
Individual Malagasy may take from the public forest the products they need for household 
use on the basis of a universal user right UWili d'usa&e): although this free public right is 
mitiga~ed in many . areas by public woodlots with en.trance perrnitsrequired, the u!liversal 
right i\pplies to all public forests which are not otherwise designated. 

l3 Nagle, 27. 
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Table 4.4 
Average stumpage fees (FMg/m3) 
Charcoal 900 
Fuelwood 1800 

Sawlogs: 

Palissandre 
Varongy 
-Bois Ordinaire
Pine 
Eucalyptus 

Bois d'industrie 
Bois de feu de pin 
Bois de service 

Source: Benrand, liI, 47. 

3750 
3250 
2750 
4200 
5000 

2400 
890 

1800 

The dismal collection rate of stumpage fees has been well documented. Although 
approximately S 120 million wonh of forest products should be subject to stumpage fees, 
DEF is estimated to have collected 8 million FMg in 1990, wonh $4,348 at the current 
exchange rate of 1840 (PAIP Economic Annex). 

Collection systems in controlled plantations exhibit a better track record. Bertrand recounts 
the success of the firaisana of Ankazondandy, on the outskirts of Antananarivo, which boasts 
14,000 inhabitants. The firajsana established its own revenue sharing system of permits and 
stumpage fees and generates on the basis of 1000 FMg per cutting permit and IS,OOO PMg 
per exploitation permit Oarge-scale) total revenue of 4.5 million FMg/year (wonh 52,446), 
more than half of the DEF receipts collected nationally. 

The overall system of taxation of natural resources reveals an implicit subsidization of 
production. Whereas meat, aaricultural 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,I4 creates a taxless production regime. The access . to land and 
waccr for production of au natura1r~JOurccS is either legally open and free, or functionally 
when logging concessions are able to choose the lands to be exploired in the absence of a 
forestry lllanaIement plan. Since the vast majority of land and all of the water is state
owned, the state is subsidizing production of resources implicitly through the costless 
provision of access to raw materials. 

---------1.; No aata IS a~allable on collectIon rates of the pr~l~vements cn meat and agriCUltural 
products, but field visits revealed broad anecdotal evidence that collection at levels other 
than the.collecJvit~s d~ntrali.s exhibits similar shoncomings. 
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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 commercial banking industry. entirely private. has begun to emerge. 
The Banque Malgache de I 'Ocean Indien (BMOI) was the fltst 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'lndustrle (BNI) was effected in January 
1991 through a majority panicipation in caPital by Credit Lyonnais. Finally, the Bankin' ny 
Fampandrosoana ny Varotra (BFV) has accepted a minority position by an Italian bank. The 
BTM is also dev~loping cooperative management with foreign banks. 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 Financi~re d'Investissemcnt de la 
Compagnie d' Assurances Ny Aro (FIARO), supported by the International 
Finance Corporation (lFC) and CCCE, on the one hand, and the Societe 
d'Investissement et de Promotion des Entreprises Malgaches (SIPEM) , 
initiated by the private sector and benefitting from the suppon of UNDP on 
the other hand. 

These reforms have been 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. 
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The major consequences are outlined in Table 4.5 

Table 4.S 
Basic Financial Indicators, 1986-1990 

1986 1987 1988 

Annual % change 

Real GOP 1.4 1.7 1.6 

Agriculture 2.4 2.2 1.4 
Industry 2.3 2.8 -0.5 
Services 0.8 0.8 1.1 

CPI 14.5 15.5 26.3 
Domestic credit 10.2 7.9 -0.3 
MI and M2 24.0 17.6 20.2 

Source: IMF, 1991. 

1989 

4.0 

S.S 
3.0 
3.4 

9.0 
3.5 

29.8 

J9l) 

(est) 

3.8 

2.4 
5.2 
4.7 

120 
6.2 

10.5 

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 taken in 1989 and 1990 were designed to 
slow the price increases, restrict demand and suppon 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. 

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 
been 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 lines of credit, including 
the Facilit6 de Refinancement l Long Terme (FRLT) by the CCCE, and the APEX by the 
World Bank, and lines of l-ural credit created under the a.uspices of UNDP. 

Notwithstandinl these gestures by the international community, and despite the importance 
.. _ ... ____ ......... of the agricultural sector,.rural credit remains .extremely ... weak: ..... The establishment ofthe .. -.---··_···-·-··"_ .. · .' 

8TM in 1976, a bank: intended to suppon rural farmers, has not met expectations. Rural 
credit represents less than 3 percent of BTM's total ponfolio, and less than 0.5 percent of 
total outstanding credit' of all banks. Those farmers who have acc:essed credit markets 

= 

represent less than 1.5 percent of all farmers (inch1tfing.exp!oit'""-Owth"r r.atu."2Lr-..sourt:es~;"'I--------
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Several facton have contributed to the failure of the BTM: the lack of distinction between 
the commercial 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 
suppon from the central government which exists in other developing and developed 
countries. 

4.2.3 Budgetary Resources 

The Government of Madagascar faces severe budgetary constraints, made more serious by 
the discipline imposed under the structural adjustment process. These constraints affect 
vinually all government operations relevant to environment, including infrastructure 
oevelopment, 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 IS 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 counterpan funds for donor projects. The 
consequences appear to be twofold: 

o budgetary chaos, as the "fiscal gymnastics" required to meet competing and 
urgent project demands face increasingly long oddsu; 

o an impasse in absorptive capacity, as the inability to raise counterpan funds 
limits the ability to use externally-supplied resources which are available for 
development. 

On average, only SO percent of the project financing available for rural development 
programs is being used. The World Bank's Gestion et Protection des Forets project spent 
only 3 percent of programmed funds over three years. Lack of counterpan funds does not 
totally explain the inability to access this funding, but it is an imponant contributor, 
panicularly insofar as the inability to hire and train staff contributes to other institutional 
obstacles as well. 

IS this point merits a brief economic digression. Donor funding, while additive to 
the overall pool of resoura:s available for development, also diverts vital resources (in 
panicular, human resources and counterpart contributions) away from other uses. To the 

--------c:tiCtiHhat-poorly-plannaT.;-inefficienttuncoordinated-and-iow-priority-donorprojects-finrfd---------
their way to implementatie>n, they arc not only uselc:ss for development, but the diversion. 
of resources from. other P'rlority areas creates a very high opportunity cost as well. . .. 
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As shown in Table 4.6, operating expenditures (for the total Government budlet) have 
continued to decline in real terms during the entire period from 1980 to 1990. ~ital 
expenditures, which were, quite simply, ~ sacrificed· between 1980 and 1986 (annual nominal 
growth rate of min.W 1.5%), have shown healthy growth since 1987. Since 1987, nominal 
operating expenses have barely kept pace with price increases, 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) 

198()'86 1986-1989 

Revenues 17.9 % 18.7 ~ 
Expenses 7.6 23.2 

Operating Expenses 11.4 17.S 
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 percent of their purchasing power over the 
nine years. With salaries already at very lowlevcls in 1980, this precipitous decline is 
thought to be a major contributor 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 
ministries' ability to function in any real way other than providin& employment and offices. 
The pollcy 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 91.86 percent of the DEF operating 
budget goes for paying salaries. In real terms. expenses for "travaux et operations· have 
decreased ten·fold since 1980. Reforestation expenditures have been reduced, in n:al tenns, 

~----------twenty-fiv .. (old over the same period.--Capitalexpenses in 1990 areSOperccnt of the real-~ 
levels of 1980, despite the rapid percentage growth of investment budgets since 1987·'. 

-.. 

---

-. 

:. 

-~-,--------",!6-t0-30me-cxU:nr,the-higirammal pelcemage-growtiroi capital expelises-iJni1--e -----,------'----" 
period. 1986--1989 (sh0'lln in Table S. 3 ) result silTlplyfromtht: eXtrelTlcl ylo .... levels 
reachea by the end of the 19SO:86 period. 
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Table 4.7 summarizes some of the key items in the DEF budget. It shows operating 
expenditures in the order of SI million per year, financed almost entirely from the GOM 
budget. 

Table 4.7 
Analytical Summary of DEF Budget 

Total 1990 Expenses 
Operating Expenses 
Capital Expenses 
Other Expenses" 

Percent Externally-Financed 
Percent Financed Internally 
Total Internal Financing 

FMG (OOOs) 

4,410,752 
1,782,752 
2,603,000 

25,000 

27 % 
i3 % 

3,240,752 

US Dollars'7 

$ 2,397,148 
S 968,887 
S 1,414,674 
S 13,587 

27 % 
73 % 

$ 1,761,278 

The potential for externally-financed 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 needs 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 thean with the salaries, materials and investment budget 
suppon 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 
service agencies (Direction des peches, Direction d'Elevage, Ministry of Agriculture, and 
other relatedsuppon agencies), the costs of a full, effective deconcentration of government 
services becomes too heavy for this government to bear at this time. 

4.2.S Donor coordination 

Lack of coordination among donor programs is not a policy failure which is. unique to 
__ Madagascar. __ ~ The. EAP _ itselL represents ~a ... majoLand. positive . step .. in_the .. direction of .. 

developina a coherent multi-donor approach. Significant problems persist, however. One 
senior donor representative cited the fact that in the Ministry of Agriculture alone, there are 

17 at 1840 FMg/dollar. 

II primarily· Action en Faveur de l' Arbre 
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140 separate donor funded projects. He also referred to -300 separate strategies" being 
applied tor'l1ra1 development in Madagascarl9

• The "projectization" of the development 
process has been very frequently mentioned as contributing to a companmentalization ~d 
dispersion of development effort. The Governor of the Tananarive Province made an 
eloquent case for the fact that project-driven approacht",s typically lack the flexibility to be 
truly responsive to local needs20. 

The importance of effecdve donor coordination is greatest with respect to non-project 
assistance which focusses on policy change. The very tendency of projects to be 
companmenta1ized also means that highly divergent strategies and development philosophies 
can coexist in separated local settings. But policy and institutional refonn which aims 
towards changes in the generalized system of incentives cannot be effective if separate donor 
initiatives promote changes which are incompatible with each other. The essence of policy 
refoma is that the public sector must provide consistent, stable and transparent policy signals. 

4.2.6 Infonnation/Transparency 

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 

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 <efforts are designed to coordinate these research activities with TF AP 
(Tropical Forestry Action Plan) and the GPF (World Bank's Gestion et Protection des 
For!ts), 

Broader resource inventories of agricultural and herding land, of non-forest biomass 
resources and of population settlement and economic activity around forested areas 
are also needed. Zl 

Field observation of local resource management practices. 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 
pan of resource managers (local populations) and on the pan of policy and decision-

_____ ~9~the comments were not necessarily-meant to imply that this is all bad.-Simply in -
statistical terms, given the risks inherent in any rural development activity, the likelihood 
of failure could be greatest if only one strategy were being tested and applied. 

__________ 2_0 -Ith .... e ..... project is d~signerl,..-2!ldJ.ts-pri"CipaLgoa 1 s ti,.t"rmin..nr-~fnre..it ~,.l't .. eS-tl't!.C,.~ ______ _ 
intended beneficiaries. 

21 SA VEM is developing such information for buffer zones around protected areas. 
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makers. In order for the policy and public suppon function to be responsive to local 
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 wne-specific information on what does and does not work. 

Policy research. KEPEM can usefully focus on a set of core policy and institutional 
reforms which can be begun now. However, the program goal -to assist the GOMto 
identify, test and implement policy, institutiom!l and management systems changes 
which support and facilitate local initiatives ... • is likely to enhance GOMcapacity to 
identify critical areas for further policy research. Precisely this capacity which 
KEPEM helps to build within ONE will give rise to the need for on-goine links with 
research capabilities within Madagascar and elsewhere in the world. Helping DEF, 
ONE and other GOMenvironmental institutions establish such links should be a 
program priority. 

5. ECONOMIC POLICY TO SUSTAIN BIOLOGICAL 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 

5.1.1 Stocks and flows of wood, fish, cows and BTUs 

The PAIP estimates that roughly 5120 million per year of forest products should be subject 
to forestry fees. In Madagascar I as in all countries, it is logistically and institutionally 
difficult to collect such fees on .all forest products which should be subject to them. 
Nevertheless, it is difficult to argue that six thousand dollars per year (approximately one 
twcrhundredth of a percent) represents the upper bound of what is possible. 

This report has not undertaken 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 . -----------. --w hat -reve-riue5 -cOul,f be -fordifferent-leveliof· fee-and -levels of cove-rage- (i :c:-he:)w--rTiuch-of- -_. 
the eligible wood can effectively be taxed at a given fee level). 
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Potential Forestry Revenues 

If fee,s are 5 % of value 
20 % coverage 
30% coverage 
40 % coverage 

If fees are 10% of value 
20 % coverage 
30 % coverage 
40 % covera&e 

Table 5.1 

Revenues in US DolJars 

1,200,000 
1,800,000 
2,400,000 

2,400,000 
3,600,000 
4,800,000 

The estimates in Table S.l are 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 CTFI' repon (Benrand. 1989). Based on a much more complete analysis of forestry 
flows around Antananarivo, and on detailed recommendations for forest products pricing and 
taxation strategies, that repon estimates recoverable fiSQ} revenues of 1.569 billion FMG 
(51.12 million) for the Antananarivo 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 52.5 million. 

Detailed data describing the total production of livestock and fisheries was not available at 
this writing, but Tabl~ 5.2 reveals the relative production trends of the primary sector. 
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Table 5.2 
GDP at current factor cost 
Primary sector 
(Billions of FMG) 

1984 1985 1986 1987 1988 1989 

Agricultutc 531 586 686 810 1031 1149 

Livestock, 
Fisheries & 
Hunting 202 209 245 268 344 39S 

Forestry S3 60 68 81 111 121 

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 9S percent 
of energy use, hydroelectricity 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 increas~; the lack. of investment in required infrastructutc clearly lies at 
the hean of the. dilemma facing Malagasy authorities. 
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Table S.3 

Production and Consumption 'of Electricity, 1984·89 

(millions of kilowatt hours) 

1984 1985 1986 1987 1988 1989 

Production 365 390 382 406 430 441 

Hydroelectric 255 2S8 262 289 304 312 

Thermal 110 132 120 117 126 129 

Consumption 316 329 333 234 313 nfa 

Public lighting S 5 S 4 . 4 n/a 

Household 94 95 101 84 80 n/a 

Other 217 229 227 146 229 nfa 

Source: Malagasy authorities, World Bank 

5.1.2 Options for Market Intervention 

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 resources for the 
supply of energy needs to providing subsidies and incentives for the development of urban 
electriCity grids (and a subsequent increase in the supply of hydroelectricity and thermal 
power) could well prove to be cost-effective in both the short and long terms. Clearly the 
government does not bear expliCit costs for the provision of "droits d'usage" now (although 

. the implicit costs are clear), but the short:term investmentin alternative energy sources might 
- _·····_·_····_-_·_·_·be financed by a levy on charcoal 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 forest products, and the derived effects of' tU:lrion on 
supply and demand levels. 
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5.1.3 Tourism 

The SA VEM project paper estimates potential revenues from "ecotourism" to contribute 
$47.5 million to GDP over five years. While the potential revenues to be realized through 
tourism are significant, they should not be overestimated. 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 combination of traditional but largely undeveloped amenities (climate, coastline) 
combined with the opportunity to observe extraordinary natural flora and fauna. The revenue 
potential therefore relies on recognizing that the market for Madagascar's tourism is limited 
to ltigh·income, highly motjvated ecotourists and that tourism will only be sustainable as an 
econorruc resource for the country if the biodiversity which attracts this market is conserved. 

The. economic benefits from tollrism can only be sustained over the lone-term, therefore, by 
the investment of revenues in environmental protection. In 1989, 39,500 foreigners landed 
on Malagasy soil. The vast majority were European (63 percent), half of whom were 
French. r.z Anivals 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. 

Five stars 
Four stars 
Three stars 
Two stars 
One star 

Table 5.4 

Hotel capacity in Madagascar, 1989 
Hotels Beds 

2 
4 

27 
31 
47 

Source: UNDP, 1.170 

306 
156 
631 
60S 
514 

The rate of occupation averages 70 percent annually. If a hotel bed tariff on non-resident 
foreigners were levied in the fonn of a graduated fee, corresponding to the level of the hotel, 
Madagascar could generate significant revenue over the long term in order to finance the 
protection of the environment, the development of tourism infrastructure and the enforcement 

r.z UNDP, Tourism in Madagascar. 

X-3! 

-
=-

--

---



-0 

, 

of development standards in the areas of higher tourist impact. [f current occupation rares 
continue, and if no further facilities are developed, Madagascar could realize 2.27 billion 
FMg in new revenue in the first year, or $1.23 million. 2J At an average increase of 20 
percent annually, revenues by year 5 would total $3.06 million. 

Park entrance fees represent another existing source of tourist revtrlue for support of 
environmental protection. In 1989, a graduated schedule of entrance and user fees was 
introduced for special reserves, integrated natural reserves, national parks and forest stations. 
DEF currently 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 visitors visit one area once during their stay 
(paying the current fee of 20,000 FMg), by 1996 Madagascar could reaJ.ize 1.3 billion FMg 
from 98,200 I.ourists, or approximately $750,000. 

S.1.4 Sustainable Financing 

The Icey to sustainable financing in Madagascar is collection of rever lacs. The central 
government has remained well within the limits of deticit spendine aareed to under structural 
adjustment, but has done so through a recessionary policy of reduced spending and cuts in 
services. That the deconcentration of services provided by DEF and other agencies of 
Agricultural Ministries, if deconcentration is to result in the improved delivery of services, 
is beyond the means of the current centralized system of financing was demonstr.lted in 
Sections 4.2.3 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 tivondronana or tiraiSfWa levels is not euarantced to provide a 
solution, but represents one of several options to be explored and tested. Clearly, some 
temporary tinancing of localized efforts is in order from the central government, to cover the 

2J Assuming a tariff rate of 1000 Fmg (one star), 3000 (2), 5000 (3), 10,000 (4) and 
20,000 (5),an average occupancy rate of 70 percent, of which non-resident foreigners 
make up SO percent of the clientele in the lower three 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 
~._._._._. ______ . _____ 3000 X605 X 0.7-X 365 X O.S -= ---231,866,250-

5000 X 631 X 0.7 X 365 X O.S =- 403,051,250 
10000 X 156 X 0.7 X 365 X 0;8 lIiI 318,864,000 
20000 X 306 X 0.7 X 365 X 0.8 = 1,250,928,000 

Total annual revenue, Yr 1: 2;270,373,OOOFMg 
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costs of stan-up and testing. The key t., lUCceSS is to transfer the budget-balancing discipline 
exhibited by the centr.1l government in rea:nt years down the chain of authority to those 
decelltr:llized collectivities which have demonstrated far greater success in tax collection and 
have the potential to provide more effective provision of services. 

5,2 Macroeconomic Sustainability 

5,2,1 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, 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, ienerate an 
internal l'>alicy dialogue and create momentum toward sound policy fonnation to support 
long-l.erm sustainability, 

The support provided by KEPEM is designed as much to provide a bridge for Madagascar 
as it devdops from a command and control economy into a liberalized mixed market 
economy us it is to provide financing in support of policy reform, USAID anticipates that 
the revenu,e flows associated with liberalized tax regimes, increased collection of stumpage 
fees and pilI'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 ministries 
and research organizations, with the assistance of the RAPID III population model. 

Clearly, the current pressures on Madagascar's natural resources will intensify with the 
increasing population. The authors of the aforementioned study argue that the 
implementatic)n of a population policy, in addition to the other necessary policies. would 
assist the fOl'est resources in stabilizing at 11 million hectares, a projection based on 
insufficient data at best. With the increased marginalization of lands (and waters) employcx1 
for natural resource production, increased costs of production will generate substitution of 
alternatives 2.utomatically as they become economically viable. The point is that the 
associated co:;ts of forcing such substitution--poverty, loss of biodiversity, increased loss of 
quality of liff:--are costs that need not be borne in the presence of rational policy. 
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Table 5.5 
Projections of the Results of 

No Policy Reform on the Economy, Environment 
and Population 

1984 2014 2034 

Population (m) 

High proj: 9.6 23.0 44.0 

Low proj: 9.6 18.0 25.0 

Agriculture 
Demand for ri.ce 
(m tons) 

High proj: 1.2 3.03 S.7 
Low proj: 1.2 2.30 3.3 

Cattle-raising 
(m head required) 

High proj: 11 26 SO 
Low proj: 11 20 28 

Forests 
(m ha available 
for energy use) 

High proj: 11.S 0 0 
Low proj: 11.S 0 0 
Other*: 11.S 8 0 

• Assuming the low population projection and implementing policies to encourage, 
agricultural intensification, crop substitution to prevent deforestation, en~ysubs.titution, 
iinprovedenergy efficiency arid carboniZation .. Forests are depleted to functionally zero in 
2020. 

Source: Madagascar: Population, Economie, Environnement 

-- ----------------------5.2;2 The larger macro perspeetive:Decrwirig i.iricerwntY---·--·-------~--------

The key to the policies promoted under KEPEM is decreasing the uncertainty under which 
first-line managers of natural resources currently operate. Through policy coordination, 
decentralization and greater dll'ect control over resources, . managers Will hive an incentive 
to invest for the long-term in maintaining the income potential of resource production. 
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S.3 Microeconomic Sustainability 

S.3.1 Validity of the KEPEM hypothesis 

The KEPEM strategy rests on an underlying hypothesis: that sustainable resource 
management is a dcccntralil..ed process which must be responsive to local needs 'and driven 
by local initiative. The hypothesis does not arise from a desire to affLml the rights of local 
populations, but rather from the recognition that central authority does not exercise effective 
day-to-day ~ntrol over 100:aJly dispersed and locally accessible natural resources. 

If the hypothesis is ~m~t, then the policy and institutional refonns supponcd by the 
program (if successful) will prove essential to implementing any viable sector strategy. 
Indeed, this is the fmal elf:ment in the economic justification of the program: it is impossible 
to justify undertaking environmental protection in Madagascar in the first place if steps are 
not taken to establish thc: 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 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 resource-destructive exploitation 
in the short, medium or long run. The answer is likely to vary for different regions and for 
different management options. 

S.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 growm 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 TF AP, GPF and other inventory efforts underway. 

3. ReSlWch the potential effects on forest degradation, personal in~me, and 
. government revenue of a . tax on char~, or forest products in general, 

through analysis of the elasticities of supply and demand in the markets for 
forest products. 
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1. Introduction· MapplDl the Institutional Landscape 

Madagascar'!; Environmental Action Plan (EAP) , the product of a half-decade of major 
donor-Malagasy analysis and dialogue, is a complex and far-reaching undena.k:ing. It was 
urged upon tJ:!e Government by the donors as an essential framework for safeguarding 
Madagascar's shrinking, yet world-renowned treasure in biodiversity. The ravages of 
unsustainable natural resource exploitation had taken their toll. The ris~of ill-guided or 
rapacious economic development and rent-seeking loomed on the horizon. The scope of 
the plan requires the orchestration of a host of institutional actors: Governments -
national. provincial and local; international donor agencies; national and international 
Non-Governmental Organizations; and of course, the private sector. It is in the arena of 
private 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 
priorities 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 being defined and tpe 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 LevellnstitutioDS and the EAP 

2.1. L'Office National de l'EnviroDl'ement (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 l' Environnement was 
created. The Chaner and its detailed narrative annex (a summary of the Environmental 
Action Plan - EAP) charged ONE with the following key responsibilities: 

o environmental poUcy analysis, formation, and coordination; 
o coordinating executing agencies and operating ministry activities in 

biodiversity, natural resource management and conservation; 
o coordinating the development, negotiation and· execution of· donor p·rojects 

and programs in support of Madagascar's EAP; 
o overseeing and coordinating the adoption· of appropriate environmental 

impact standards for industry, commerce, tourism and general urban 
development, and assuring their enforcement through operating agencies of 
government. 

~-----~ -0 - ---~~.-. monitoring and evaluating -the execution of the EAP ~- including" the-'n'ew-----"------- --~- -.-'---.-- ------.,.---.-.--" -- ->.-

environmental impact standards, so as to correct, improve and up-date the 
EAP as an evolving statement of policy and program; 

o overseeing the information management system that guides the expanding 
environmental data bank components; 
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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 Mav 1991 ONE's Director General, the former General Secretary of the former 
Minisu,. 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 Ministry of Plan, preparing for its formal authorization. From the start, 
the Director General affumed his detennination 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 . 

1.1. ONE and tbe Executln, A,eocies and Operatln, Ministries 

The complexity of the sector is in itself a 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-n. The fll'st two of these listed below, like ONE, are new 
institutions, created in late-1990 to take on key functions as operating and coordinating 
bodies. 

(1) ANGAP, the Association for the Management of Protected Areas, is a mixed 
public/private body charged with over~ing the special system of management 
contracts with the Non-Governmental Organizations (NGOs) which are undertaking 
the administration of Madagascar's national parks and protected areas. A Grants 
Management Unit will provide funding to NGOs working with communities 
around the protected areal. A Biodiversity Planning Unit will assist in drawing up 
strategic plans for protecting and documenting Madagascar's unique biodiversity. 
AID - through the SA VEM project - is providing financial and technical suppon to 
the new institution. 

(2) 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 effons -mostly in cooperation with national and international NGOs. 

(3) DEF, is the old line Department of Water and Forests in the Ministry of Water 
and Forests. It is the subject of a major ·strengthening· project in forestry 
(Mana&ement and Protection of Forests - GPF) led by the World Bank. DEF 
retains final responsibility for Madagascar's protected areas. It, therefore, signs 
the aareemenu with ANGAP and the associated NGO~ which are carrying out _ the __ , ___ _ ___ __ _ .-.. --.----- .--~ .. --- -- .. ~--. manqement plaris for these areas. The Wo~rld Wide Fund for Nature, under a 
large AID supported debt-swap program, suppons DEF through a program to 
recruit. train and hire special forestry extension agents (Agents for the Protection 
of Nature - APNs). The Swiss have a large reforestation Drogram with DEF as 
pan of the national ZODAFARB (Zones of Action in Favor of Trees) program. 
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(4) DORA, the Depanment of Lands and Agrarian Reform in the Ministry of 
A gricult',lrc , 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 Canographic Institute, in the Miuistry of Public Works, is also 
engaged in the task of chaning 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 subjcct of a 
World BanklFrench initiative to rebuild its profesSional capacity and to underta.ke 
a major cartographic up-date. 

2.3. ONE and tbe Main-Ilne Operatinl 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 
transitional govelilment (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 finally decided, in the light of ministerial and other changes 
made by the transitional iovemment, but will probably include the Ministry of Budget 
and Plan, several operating ministries as well as representation from the private sector 
(including banlci.ng and NGO communities). The Ministry of Water and Forests chairs 
ANGAP's mixed public agency/NO~ council. 

2.4. Donor Coordination· Le Comite de Orientation et Suivi (COS) 

The formal Steering 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 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 Washing~n offices with a fmancial contribution from 
USAID. 

ONE also has a Scientific Committee whose tasks are to coordinate environmental 

.. 

research among the various institutes, both public and private, national and international, _ 
-------I;e;Un5'g"~g:M L'1 re-'1pch.-into-Mad2gu' .. • .. 's rict-~.!.lironment-a:'..d-to.-assist i'1-sh"pi!"5-Z ..... th"",.'-------------

overall environmental research agenda, and in contributing. to the expanding data bank. 
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2.6. Noo-GoYel"lUDentaJ Oraan1zatioDS (NGOs) as Partners at the Central or 
Natloaa! Le.elln the Government's EnvironmentaJINatural Resource Management 
Stratqy 

Growing out of an increasingly activist church community with concern over pernicious 
poverty and social misery, a variety of Non-Governmental Organizations have been 
formed to fmance and promote programs of socio-economic development. In the decade 
1972·82. they were officially viewed wit.1t suspicion by the Government as potential 
agents of political 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 Fronti~res, 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 systems - have developed 
genuine experuse 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 Jersey Islands 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 were 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 aareed 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 NOOs as full pamers in this arena and in --------- .. -------------
development in general. NGOs have become, 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 

_________ -l1impr:::::iva-numbei-ls-swl-a-medesHwrtowatd-fillirtg-Uic-3CtVic:c-vacuuri..-, ----------
villages throughout the country. __ ._ 
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(4) USAID and the Environmentally Oriented NGOs: 

AID's SA VEM project directly supports this institutional structure to deliver a 
broad range of services to conserve Madagascar' 5 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. ANOAP and ANAE, as 
institutions, are described in detail in other recent AID reports and in the SA VEM 
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 SA VEM. And it contributed 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) are approac\ •. ng the new order with guarded 
optimism. ANGAP is headed by an energetic career civil servant (the fonner 
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 areas, through NGO action. But 
the NOOs are wary of the long history of dlrisisme 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 texisting law - Ordinance 60-133 - to receive and dispense funds, to 
fonn 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 indeed a grand experiment and consistency in the 
Government's liberalization policy, applied to this sector, will be essential in 
energizing entrepreneurial approaches to self-managed, locally driven, sustainable 
renewable natural resource projects. 

1.7. ONE and the StntCIY tor Institutional Orchestration 

--A major objective of theKEPEM Program is to reinforce the Government's commitment--------c-~.---~------- -
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 early on with clear role definitions among all 

_------~ol+f_uu_.e_p:ir.cip!e institutio.~~:s,ir.-d:vclopinrl~d-rcsF.&P.tc-pro::ess:s for-r ---------
monitoring and evaluating the program so that experience can feed a transparent and 
dynamic policy formulation process and through it, form better laws and finally change 
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behavion. In the sum, the ultimate challenge is ~ orchestrating 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. Major problems in the national public agencies are analyzed 
in Section 3 following. 

(1) Program Monitoring and Evaluation: 

ONE'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 l.in.king program cvaluationto 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 ex.ecuting and operating qencies must start immediately, with ONE's assistance to 
develop a body of environmental law, ~ including reasoned and appropriate environmental 
standards for commerce, industry and tourism. To be successful, it will have to be an 
interactive process with the private sector in setting standards and in their successful 
enforcement. Should voluntary compliance fail and criminal action occur, the Ministry of 
Iustice will have to intervene with legal remedies. 

(3) Linking National and Local Institutions: 

Policy Challenges: In section 4 the institutional landscape at sub-nationalleve!s is 
described in some detail. The capacities of these institutions is briefly assessed. 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 

~NA. TIONAL INSTlTVTIONS 

Administratiye CQuncii 
Chair: Minister of State for Agriculture andRurai Development 

ONE 
Director General 

Professional Staff of 7 + 
o coordinates all EAP actors nationally 
o moniton ~ and evaluates EAP program 

o develops policy/progr.un redesign 
------------'-----iHG over..;:;;. inf6r.--mmien ... system: ElLP '9ita-Ba.n.ls-----'-------------

= 0 facilitates training/public information 
ptariand action programs wiihagencies 

o monitors now of funds with donors/agencies 
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Coordinatina and Oyersiaht CommitteeS 

Comite de Orientation et SuiYiCCOS) 
Meets annually in December 
Chair: MinState ARD 
Secretariat: DG ONE 
o Executing/Operating Agencies 
o All Major International Donors 
o Invited Experts 

EXECUTING AGENCIES 
o ANGAP (protected areas· NGOs) 
o ANAE (NGO local RNR projects) 
o DEF (Forests/Biodiversity) 
o DPRA (Lands: tenure~ titles) 
o FTM (Canography) 

Scientific Committee 
Meets on call 
Chair: ONE DG or Staff 
o Min Sci Research 
o Independ Resch Instns 
o Research NGOs & Uni· 

versities·NtnUIntrntl 
o Invited Researchersl special projects 

OPERATING AGENCIES 
o Ministries of: 
- Agriculture 
• Water & Forests 
- Budget & Plan 
- Transp & Meteor 
- Mines & Energy 
- Public Instruction 
- Urban Dev & Tourism 
- Interior & Iustice 
o State EnterpriseslCorps 

LOCAL GOVERNMENTS & RNR USERS PRIV ATE INDUSTRY & 
COMMERCIAL FIRMS 
o Special Regimes for Common 

or Open Access Resources 
o Mobilizing RNR Users to 

Sustain/Conserve for gain 
o Rules enforcement/conflict 

resolution. 

o Participating in Setting 
Environmental Standards 

o Make Environmental Impact 
Analyses on Investments 

o Voluntary Compliance/Law 
Enforcement/Conflict Resolution 

3. Central Government Alencies; ft the Crisis in Public Service InstitutioDS 

Over the last decade, the Government of Madagascar has moved. from Marxist d.iri&isme 
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 the same time, faced with falling per capita 
production, pernicious inflation and rising public debts, it has implemented an IMP/World 

.............. -..... Bank led prosram of fiscal austerity and .structural adjustment. Both liberalization and·-~-·-····-····-·-
structural adjustment have profoundly afff.~ted all elements of the public service agencies. 
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3.1. New MlssiODS • New Philosophies but Old Expectations 

A recent Coopers and Lybrand audit of the fonner 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 controUers, 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 polic, of privately managed small irrigation perimeters is honored in the 
breach by the water engineers in MINAGRI who are used to directing the peasant farmer, 
not to helping 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 t~e Civil Service: 

(1) Falling Morale: In a recent Aide-Memoire to the World Bank, ("Etude Diagnostique 
de la Gestion des Personnels de l'Etat -Mission Principale -IS lanvier-8 Fevrier 1991,
Jean-Clade Bosse and lean-Marie Bruno, The World Bank), the impact of these measures 
on the civil service was characterized u having the following results: 

"a general feeling of ineffc:c:tiveness 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 persoMel, 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 negotiatedfiscai 
austerity in 1982/83-throughthe structural adjustment program of 1985-onward, the civil 
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: 
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Table 2 
Dlustratiye Civil Service SaJilQ' Levels 1982 . 1991 

Adminst. Employee 
(2ndry Ed. 10/yrs Svc) 

Techn. Employee 
(2ndry + Tech School 
10 years Service) 

Engineer (Economist etc) 
Univ. Degree IOyrs Svc) 

1982 Monthly SataTl 

6O,OOOfmg == S 150 

lOO,OOOfmg == 250 

200,OOOfmg == 500 

1991 Monthly Salary 

lOO,OOOfmg .. 5 60 

180,000 == 100 

300,000 == 180 

1982 Exchange 400 fmg == S 1.00; 1991 1800 fmg == S 1.00 

In 1982 a Government Technical Employee, head of household bought a large bag of 
rice, 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. His house rental in 1982 was 
about FMG 40,000 or 5100, 40% of salary. By 1991, moved to even more modest 
quarters or sharing quarters, he may be paying F.MG 90,000 or 5 SO in rent, half his 
salary. If he has not moved, his 1982 house may still rent for $ 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 c.nd shon days a norm. Moreover, 
in the shrinkage of the national budget, o~rating 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 all 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 three tosixinonths 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!" 
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Table 3 

The Civil Senice Census· a Few Indicators: A World Bank sponsored census of the 
Civil Service was completed in late 1989. All of the results h:l.'Ie not been published. A 
few of its find,ings are summarized below·: 

92,000 

3,692 
26,000 

44% 

27% 
56% 

PROFD . .E OF THE MADAGASCAR crvD.. SERVICE 

career and equivalent employees (does not include State Enterprises, 
Defense Ministry· military or civilians, or contractuals) (If included, total 
estimated at 130,(00) Averages 1 public employee per 123 inhabitants; 
"phantom" payroll entries - now subjcct to judicial action for fraud; 
of total non-fraudulent but subject to further review before end of 1991; 
of employees work in urban areas where 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 areas (places less than 100,000) serve 86% of the population 
I employee per 188 inhabitants; 

43,123 
=47% 

work in the Ministry of Basic Education; 
of all public employees. 

Table 4 
Distribution of Personnel By Broad Class or Grade in Service· 

Senior Executives 764 0.8% 
Top Managen 2,670 2.9 
Middle Managen 6,756 7.4 
Prof.ltech.ladmin 55,834 61.0 
Lineoper 25,504 27.9 
Total 91,528 100.0 

Note: 275 employees were not plaCed into theSe categories: Grand Total - 91,803 

*(Extracted from -Recensement du Personnel de l'Etat et l' Apurement du Fichier de Ia 
Solde,· December 1989-May 1990 report dated June 1990 by the consulting fum, 
SOAIEG. World Bank files.) 
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3.3. Dlqnosiq Problems in the Malaaasy ClvU Service 

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 instituth1nal crisis in the Malagasy public service. 

(1) The lack of technical support personnel at the service level: 

Very few Ministry of Agriculture extension agents, DEE water engineers and forestry 
technicians, livestock/range-management technicians, MTP (public works) staff, etc .. are 
available and worlcing with peasant producers and natural resource users. A cursory 
examination of Ministry budgets shows that an excessive proportion of staff is located in 
the capital, Antananarivo (2S to 30%) or in the urban provincial capitals (in all40-S0%). 
Although all the major agencies do have technical bureaus at the level of the six 
Provinces or Faritany, far too few of their technical people are located at the lowest 
service level: in the 20 or so former prefectures, now called circonsctiptions or in more 
rural field offices ("Secteurs" at Fivondronana and "cellules· at Firaisana, as they are 
called in the Ministry of Agriculture - or the "triage" level 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 rang~ of 2S to 30%: 

(2) The absence of field authority over personnel, resources and program operations: 

Routine activities of field offices are subjected to antiquated, multilevel, a l2.ri2Ii review 
and centralized approval procedure~l. In numerous field interviews, technical extensionists 
complain that they cannot use the scant resources - ttanspon, travel funds, equipment, 
and supplies - that they are budgeted, nor can they buy basic repair pans, seeds, etc. 
locally. Even when trying to draw on donor funds" all such decisions must await central 
approval and central procurement authority, case by case. Delays in moving requiSitions 
are 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 we~ 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 located in the 

..... ~~-~.~----- Same rowii:-aniinal husbandry-(eievage), water--services,-forestrYServlces~-agrici.dture;-~--·-
etc. There appears to be little encouragement of horizontal coordination and cooperation 
among them. 
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(4) Projectization 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 pointbd 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 lci10meter stretch of rural 
road. In nearly all \~s they responded to the administrative order established under a 
separate donor proj<!Ct at headquarters. Each had its separate service and management 
structure. Each its wgct taSk or community. Each was visited by a different supervisor 
and expatriate adviS4Jr from the capital. None worked with adjacent projects and staff on 
an area-wide, or eve:n community oriented basis of overall needs. Another residem 
World Bank official commented on how extensive this project based system had 
penetrated aacncy operations, noting that in the Minisuy of Agriculture alone there were 
now 140 discrete donor funded projects, each insulated by special qreement from the 
others and each tak:in~ on a life of its own. Little, if any eflon is made to pool talents 
and resources at the nlra! community level for greatest combined impact and economies 
in operations. 

(5) Staff rewards are not based on services rendered: 

Technical personnel incentives arc oriented towarp satisfying the next level up in the 
hierarchy. Most supervisors maintain old-school values that the public services arc there 
to control, direct, and exhon the peasant masses. Line personnel are measured against 
these values. Advancement is by seniOrity and promotion is by cohan group. The 
technical services are central supply and command driven - not field demand and service 
driven. Staff incentives arc all oriented toward the center, not toward field results and 
the client. Bureaucratic paternalism seeks control and direction of the peasantry rather 
than mutual learning, local empower.nent and group motivation. In a November meeting 
with AID officers and consultants, the Prime Minister commenr.ed 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 
massesJaywiththe non~&overnmenta1, private agencies because bureaucratic reform, 
being a mind-set problem, would take too long, if it could ever be achieved. 

3.4. ConstitutIonal Questions: Searchinl (or the New Order 

Madagascar is undergoing rapid political change. After seven months of street 
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-c:reated High State Authority (HAE) , supponed by a 

.-

__ ------------~c~o~n~su~lta~tiv~e~OCd~~y~,~th~e~C~o~m~m~l~·ttee~~fu~r7Bc~0~no~m~i~c~an~d~S~~~i~~R~~~re~s~sm~e~n~t~(C7RES~~)~an~d7a=_----------~------~ 
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 
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National Forum held in late March, 1992. This will be followed by a referendum on the 
text of the Constitution in 1une, legislative elections in August and presidential elections 
in November, 1992. The situation is complicated by the emergence of powerful federalist 
forces who are advocating the proposition of a second, federalist text alongside the 
unitary state text on the referendum ballot. 

Major Considerations ror Constitutional Revisloo: 

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 

o 

o 

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 non-executi'/c 
Ministry overseeing the Ministries of Agriculture, Water and Forests and 
Livestock). The composition of the Government following the transition period is 
uncenain, creating funher 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. 

Continued lincralization and emphasis on the private sector. This has been 
reflected by changc,; in the administrative council of ONE, from an entirely 
Government and executing agellcy composition to a greater representation by 
banks and commercial firms. Private sector growth could conceivably include 
firms specializing in environmental impact analysis. 

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 decentralized policy regime. 
Federalist tendencies however also risk coopting of resources by local elites and 
potential replication of alreadyctimbersomeburcaucracies; 

The opportunity for environmental groups and environmentally inclined 
organizations, as well as (theoretically) local populations to panicipate in the 
development of the new Constitution. Environmentally involved NGOs arc 
represented among the l3O-member CRES as well as being involved in the 

.. -... -.-- ---- ~ -----.-.- -.-- National Forum process.- ---.--------.--------.--.---.. ----.---.-.~-.---- -.-.---.-------~--~.-.-----~.------.-.---
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A chanae in the legislative proce.1S, with a substantial shift in initiative and the 
capacity to legislate from the Exc:cutive to a more empowered Assembly. A major 
change in these relations could significantly affect the processes by which aU law 
is made and specifically the way in which environmental policy is debated and 
translated into public regulation, agency mandates, 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 
propeny 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 t~ 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-Nationallnstitutioos: The Local and Reaional Level 

[Note: Since this, annex was written, aU of the "decentralized collectivities" above the 
fokontany level have been "suspended", pending the new constitution.} 

4.1. Local Government· the "Decentralized CoUectlvitles" 

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 central state. The'5ttucture 

'. is . tha'~ of pyramidal republicanism: direct democracy at the community level and indirect 
election of officials at each successive tier of government thereafter. Each higher level of 
local government has oversiaht and review authority over the one below. Though elected 
by local constituencies, the Presidents of each local collectivity are charged by law to 
represent the direction and authority of the National Executive. 

---~ .-~ ~--. - -----.-~ ... - .--.-_ .... ~ -_.- - . 
----- - (1) The Fokontaily: Startillgatthe 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 candidates prepared by the panies, a President 
and an Executive Committee as its continuing government. The General Assembly must 
be called for SpecIal legIslative actions, but otherwise it meets only periodically. The 
Executive Committee, under the President, forms working committees -voluntary citizen-
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action &roups - along spec:ia1lines, for the school, for community health and sanitation, 
for local security, etc. There are approximately 13,000 Fokootaoy, covering all the 
national territory, averaging slightly less than 1,000 persons apiece. Fokontany's, as a 
rule, have no permanent employees. 

(2) The Flralsaoa: The next in the hierarchy of "decentralized" governments is the 
Flraisaoa. There are some 1,250 - each composed, on average, of ten Fokootaoy. The 
representatives to the popular council of the Flraisaoa are elected in the general 
assemblies of the Fokotany of which it is composed, from candidates proposed by the 
legal panies. This body then elects its Executive Committee and its President, again 
from pany slates. 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 Flvoodrooaoa: There are 113 such jurisdications at this important level: the 
first at which substantive local services are administered. Many Fivondronana are former 
urban communes which were 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 Flraisaoa in its jurisdiction. It in 
tum elects the executive committee and the Fivoodronana President, also from party 
slates. All Fivondronana have full-time employees providing direct mumcipal 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 th~ immediate levels below, their popular councils are elected by the assembly 
delegates at immediately lower level. They in tum 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. 
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Table Z 

Local Goyernment . The "Decentralized Collectiyities" 
(before the Convention of 31 October, 1991) 

L&m Number 

Faritany 6 

Fivondronana 113 

Firaisana 1,250 

Internal ornnjzatioD 
Officials & Election lit 

Pres & Exec Comte 
Elected by Popular 
Council fanned from 
reps. from Fivon
dronana PCs-ea Syrs 

Pres, & Exec Committee 
-Elected by Popular 
Council fanned from 
reps. ea Firaisana PC 

Pres. & Exec Committee 
-Elected by Popular 
Council fonned from 
reps. ea Fokontany PC 

Central Goyernment 
OyersjihtlSu.,port 

Admin. Committee 
MinIntr names the 
Sec. Gnrl. Other 
Mins. name reps. to 
key technical jobs. 

Admin Committee 
Min Intr Rep Heads 
Small tech. staff 
from other Mins. 

Occasionally a 
Min Interior Ofcr 

Fokontany 13,000+ Pres. & Exec Committee None 
-Elected by Peoples 
Assembly formed by 
Direct Popular Vote 

... All Local Officials must be selected from official party slates. 

4.2 Characteristics or Local Governments: 

(1) Unclear Mandates and Permissive Authorities: 

Jurisdictional authorities both for mandated and pennissive functions are far from clear. 
Local taxing authorities are limited and promised subventions from the national 
government budget rarely arrive below the Fivondronana level. What is done now at _~ _______ _ 
each level, in terms of providing public: goods and services varies greatly by locality.-A-----------~-
UNDP study of local finances shows that a major recodification of law relating to local 
government finance is badly needed. There are strong advocates in the Government, 
especially the Ministry of Interior which is charged with local government oversight, as 
weI as among 0 er nauon agenCies, or ar-reac 109 re onn. Recent proposals suggest 
varying degrees of devolution of authorities, and new defmitions of jurisdiction between 
local and central government. Several argue for liberalizing the regime and injecting a 
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concept of retained powers at the local levels, as well as other ·constitutional" level 
matterS. Some of these include eliminating the power of oversight of lower jurisdictions 
by higher ones in setting local 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 Central 
Government for their service. These issues frame a part of the constitutional debate now 
in full course. 

(2) Local Revenues: 

By and large the limited local revenues are undercollected due, in pan, to weak or non
existent local staffs. One recent study has suggested that annual pcr-capita1local revenues 
average from a low of about $ 10 cents to a high of S 1.00 at the lower levels of 
government. Although the discretionary tax base is very small, collection effons on the 
existing tax base are very weak. Most rural Fokonrany collect only 10 % 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 country for anything like a major tax 
and fee enforcement effort, especially without a visible link to direct, tangible, and 
valuable services. 

(3) Current Services Capacities: 

Only the larger jurisdictions· primarily in urban areas - have permanent employees 
except in administrative positions. These are the former urban communes at the 
Fivondronana level and the provincial capitals - the Faritanys. But some obligations are 
mandated at each level: 

o Each Fokontany 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 street, drainage and sewerage, and other works. 
Maintenance as a rule is totally neglecfed. Only a very Jew engage is such critical 

o 

o 

. service~.as potable water systems. 

Larger jurisdictions have "delegu6s" - representatives - of the Ministry of Iitterior 
to "counsel and guide" their actions. Informed sources indicate that in the vast 
majority of localities, these ·delegu6s· actually run the local order as they did as 
prefectures and· subprefectures before the constitutional reform of 1975 that created 
the new "decentralized" order. 

All central government agencies have substantial administrative offices and 
technical service centers at the six provincial - Faritany - capitals. 
Representatives of former key ministries, Finance, Plan, Public Works, with 

~----------------~~~~~~~~~~~~~~~~~~~~~=-~:~~~---------------------L 
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Interior's representative as Secretary General were on the Administrative 
Committees of all Faritany. Most Fivondronana, especially those where 
ministries have operational offices, also had these services as well as the Ministry 
of Interior officer. 

In localities with Administrative Committees, and even in the smaller ones with 
only a "delegue from the fonner 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 tenns 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 often prevails over their sense of the local common 
good. 

4.3 LocaUtles and Natunl Resources Manalement -The Issues: 

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, la.ck 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 local 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 centers were 
engaged in efforts to cope with problems of general sanitation, municipal market 
administration, commercial 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. InCormal LocallnstitutioDS 

(l)1beTaD&alamena (Councll or the Wise) and the FokoDOla 

Essentially every rural Malagasy village, or group of hamlets has a Tangalamena. It is a 
self-selecting body with combines traditional religious responsibilities with every day 
affairs of the community. The community, or FokoDolona, is its jurisdiction and the 
boundaries of eadI is set, not by the state, but by traditional clan and ethnic affinities and 

~ _____ the features of nature. In its religious aspect, the TaD&alamena -with its tapa or·--- ----------------_- - . 
congregation -has freedom to act as any "church" under Malagasy law. Perhaps as many 
as 60~ of Malagasy are religious adherents exclusively to the traditional faith. They 
honor the "keeper of the relics· or the "priest" who mediates between the world-apparent 

'"i--______ -1t .... h- world..oL"irit-(r.o-n=t-dP.tisior.-b:~=Il-~m-as-ill-mos: Westcm-rcligion}.-ManiVy----------
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 l1onored,to.sorne 
degree, by aU. 
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In its secular role, the Tangalamena has no formal legal standing. Yet it is through the 
TangaJarnena 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 imponance of the Zebu in the 
faith. Moreover, for rural Malagasy, the pronouncement of the Council on questions of 
rady (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 imponance 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 are drawn up regarding irrigation systems, the forest reserves or 
other protected areas, or agricultural and livestock extension services. At the FOkontany 
level, however, we found considerable interaction between some elected officials and the 
traditional authorities. In some cases, the elected officials were themselves members of 
the Tangalamena. 
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(2) The Dina • Local CooveotioDS ror Domain Mauaemelit 

Another Malagasy institution at the local level, is the dina. It is a traditional form of 
contracting among local people to solve a management problem regarding a specific 
domain. Not unl.ilce what we might call an action committee, it can take the character of 
a self-goverrling special district to manage a common propeny resource or to share labor 
and other costs, such as in anagrcement among users to maintain a small irrigation 
perimeter. Most of the informal dinas have, in recent years, been subordinated to 
government oversight, and some agencies of government use the tradition of dIna in a 
dirigiste manner - thus blunting their self-generating and self-governance character. This 
tendency has somewhat reduced spontaneous formation of di.oas in recent years. But it is 
the sense of many that the NOO movement is working to revive the institution as an 
organizing principle in their local self-help programs. 

(3) Th~ Local NGOs 

As mentioned above, the church-related as well as an increasing number of non- or inter
denominational NOOs, 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 
markeung (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 NOO efforts are not formally recognized 
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 effom 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 areas that by tradition are 
the domain of the agents of the state. Not infrequently public agency personnel resent 
these NOOs for that reason. 

S. Reachinl tbe Malalasy Majority· The Frootlines or Local Natural Resource 
Use 

Rural natural resources users • farmers, pastoralists, forest gleaners, fishermen, fire-wood------------- -----.----- -
cutters and charcoal. makers, artisan carpenters and woodsmen - have limited or no access 
to technical, financial and organizational assistance to make their productive systems more 
profitable and sustainable. Yet these rural people constitute 80% of the population. They 

________ t"P,. .... rvi=!.I"""",.'-'60-'-'¥=~7Soh%~.,.Lth:_&ros:-r.:tion~prod~t,and-abQut-~t:-furcign-~'hang~:----------
earnings. Their production systems, such as those listed here, are often wasteful of 
resources and threatening of biodiversity: . 
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Tavy/sla.sh-and-burn cropping, 
Seasonal burn-off of prairie grasses for pasture management, 
extensive grazing on open-access. public domain lands without regular fallowing, 
erosive annual crop planting on hillsides, 
high siltation and water inefficient irrigation schemes. and, 
unmanaged. 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 sustainabilicy of this use requires an improved 
institutional context. 

S.2 The institutional Comtralnts to Improviq Resource Use 

(1) The FIrst Constraint: Technical Assistance ror Improviq 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 hcadquaners: those in field posts lack resources (transpon, travel budgets and 
technical inputs) and incentives (adequate pay. penormance 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-<:anserving, 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 donor-dcfmed projects. 

(2) The Second Constraint: Permission to Ol'lanize ror Better Resource Use 

Perhaps even more important than the absence of effective technical assistance is the lack 
of organizational (institutional) options for managing the resources. Current law does not 
pennit the range of experimentation with innovative resource use and management 
regimes that could respond to the need. The examples are plentiful. A few are cited 
following: 

• _________ ... _o _____ There are over 10,000,000 cattle in Madagascar. ranging on 60% of the land.-Yet--·-·-~·---·-
groups· of pastorallsts 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 

__________ 5~u.staim.b!C_re3rowth-in-fallGW~EHlestruetiGil-Gf.-wwdlaad5-ar1d-miimal----------j 
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life from uncontroUed prairie-firing could be essentially eliminated with the natural 
revitalization of nutritious vegctation. Hcrds, drawn to managed salt-Ucks in 
eroded areas (lanka zones), could hclp reverse thc effects of crosion as hundreds 
of hoovc" feak through hard pan, ridges, gullies and ravine embankments to 
encouragc regrowth. 

After seven years of assistance fl'om the Swiss in the ZODAFARB program, 
highlandpea.san1S have been unable to obtain titles to the public domain 
propenics • as promised by the Government - which they have reforested for 
individual and group woodlot management. 

o Of nearly 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 (pPO does not give the farmers full freedom to organize self
managed water-user associations, with enforcement authority for fees and labor 
contribution rates. 

o Natural forcslS in rural villages cannot be reverted to local ownership for 
managing rake-off by the local community most affected by current open access 
and a lack of sustainable-use management. 

5.3 Removina the Constraints: An Iostitutlooal Issue 

(1) Extendinl Technical and Suppol1iol 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 ncarly every technical repon from donor agencies who 
have looked at thc present organization of agriculture related agencies. The KEPEM 
PAAD design team 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 are the 
specific ways in which the decentralization of services could be achieved and at what 
caiculablecostandin what timeJrame? A range of options is discussed below. 

(2) Pel'lllbsioD to Form Appropriate O ... anlzatioos: 

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 

_____________oeeds of first-line _natural resource users. They arc not permitted to form practical ______________________ ---
common propcrry or limited-access regimes (such as a group managed pasturege domain 
or a village forest) under their authority, nor can they legalize self-dcsignated user-
groups within their jurisdiction to operate (such as a water-user's association with fee-
setting DOwer). But such IC2al authority could be given. And with it, local public 
economics could begin to flourish to replace the governmental conuol-oriented, 

. centralized systems . that now inhibit experimentation and appropriate local organization. 
Such an adjustment in legal capacity would require a more responsive and flexible land 
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tenure order, with greater ease in effecting individual and group titlin& and usc-rights. 
The transaction costs under the present system are far too high. The public domain is far 
too extensive and impenetrable. With only S% of aU land in Mada&ascar titled, 
ownership incentives for improving resources under usc are denied while the "tra&edy of 
the commons" continues. Ownership and clear usc-rights incentives are among the least 
tried 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 creating self-governing resource-user regimes? An approach to doing so is suggested 
following. 

6. Toward New Legal Authorities for User-managed Natural Resource Regimes and 
Decentralized Systems of Technical Assistance 

6.1. A Government Commitment to Test New User·Manaaement Reeimes 

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 I 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-economic 
organization and local politico-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 local 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 systems._whetherthese ______________ .. ______ _ 

systems are 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 
rh,. r .. cnl1rr..- ::Inti ire "yrloir::lrinn; 
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o RULE· MAKINO AND MODIFICATION AUTIIORITY: the OOM will authorize 
and pubUcize In the test sites the authOrity of local people, through their own 
decision rnaldn& mechanisms (Popular Councils. Irrigation, panoral, fisheries and 
forestry associations), to make binding rules concerning 3.CUSS to, protection and 
tenns of use of, :llld investment in target natural resources; formulated u dina, 
these rules can be modified on the sole initiative of the local people who fonnulate 
them; these rules will however be defined and limited, through negotiation before 
they are finalized, so that they do not interfere with eltisting GOM criminal 
legislation; 

o RULE-APPLICATION AUTHORITY: the OOM will authorize officials of local 
governmental units ("collectivitts d~ntralis6:s.· ) to apply these rules themselves 
and, in cases of difficulty, to obtain assistance from state administrative and police 
authonties to ensure that rules are respected; 

o RULE-BASED CONFUCf RESOLUTION: the test zone local governmental 
units wiU be authorized to resolve disputes concerning natural resource rules. often 
formulated as dJ.na. through conflict resolution procedures th<lt will be specified 
before local rules become effective; appeals procedures will also be specified 
before local rules become effective; 

o MOBILIZA nON OF RESOURCES (LABOR, CASH AND IN-KIND 
CONTRIBUTION) NECESSARY TO GOVERN AND MANAGE NATURAL 
RESOURCES: the test zone local government units will be authorized, at their 
sole initiative. to lay and collect taxes, mobilize labor and require in-lrind 
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 where the SA VEM 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), irrigation 
systems, pastures and fisheries. 

In those sites the GOM will agree to modify resource tenure. governance and
management rules on a permanent basis to test the impact of rule changes on the behavior 
of first-line uscrs. The workin, hypothesis underlying thesc changes is that they will, by 
improving fust-line usen' incentives, induce them to change behavior and adopt natural 
resource management and governance patterns that will increase the sustalnability of 
eltisting production systems. This should in tum. lay the groundwork for moderating or 

________________ even reducing the arowingpressure on remaining forest-and marine areas where ------- _.--------------------
biodiversity remains substantial. These changes will be broadly publicized in the teSt .sites 
to make sure that users understand how the rules have changed, and the initial 
implications of these changes. To provide a full test of the impact of rule changes, it will 
b-: necessary to CiC3Jninc them hi cuatcn.. For this " .. assn, cffoieS ·,viII b: illade to caSUte 
that fust-line users in the test sites have access to assistance from NGOs and to 

--appropriate technical information when and as they wish it.·- --
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(4) Malqasy and expauiate researchers and technicians will operate as action research 
teamS in the sites. They will collect baseline data, panicularly 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 
worle with local users in a participant observer mode, recording changes as they do so. 
They will pay particular attention to localvaJues, the process by which dina Oocallegal 
covenants, designed and accepted by those to whom they will apply, to achieve some 
purpose), 

Finally, the GOM will decide on appropriate rule changes necessary to facilitate better 
local 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 can invoice at 
their own initiative to establish resource management activities when they conclude 
management and governance of natural resources is appropriate. 

6,1, Institutiooal Chaoles throup the KEPEM Prolf'lUD 

( 1) CQuotml the Costs aod the Beoefits or Chaole 

During the course or P AAD design fieldwork, GOM officials indicated readiness to 
consider major changes, This included the possibility of shifting positions from central 
and provincial headquaners to field service locations, The key agencies involved, that 
provide local resource users with these services, are: 

• MPAEF: Directorate of Water and Forests (DEF) 
Directorate of Fisheries (DPA) 
Directorate of Livestock (DEL) 

MINAGRl: Directorate of Agricultural Extension (DV A) 
Directorate of Irrigation (DIR) 
Directorate of Patrimony and Agrarian Reform 
(DPRA) 

• Now reorganized under separate Ministries of Water Forests, and Livestock 

Members of the team examined the possible costs of a simple deconcentration initiative 
(see separate Institutional Financial Analysis Annex for detailed calculations and tables). 
Their estimates assumed that SO% of existing positions at central and provincial 
headquarters in these agencies would have to be reassigned to fltst-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. . . .... ___ ___~ 
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Hypothesis 1: if the above actions were Ween, but no change in civil service salaries and 
allowances were made the additional costs to the GOM of simple "deconcentration" would 
be: 

Year One: S 26,550,000 (nearly S 26,000,000 in initial investments in vehicles and 
supplies) 

Year Two anel Thereafter: S 421,000 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 dcconcentration would be: 

Year One: S 33,600,000 
Year Two and thereafter: $ 10,110,000 per year. 

Many of our interlocutors believe that deconcentration 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 two shaul\.1 be 
considered. (It was argued that the GOM could case into the scheme implementing over 
3 to 5 years. Even so, the cost in a five year period 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 c.<amined 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 member interdisciplinary service units in lOO'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 suppon budget, equipment and experimental inputs. 
After estimating salary savings for the neatly 4,000 positions that would be saved, the 
gross cost estimate for maintainina the new system was no more than ,the savings. 
However, the stan up costs for vehicles, equipment and stocks would have been nearly 
$ 15,000,000. 

But given the other options that can be pursued - using NGO service bureaus at the 
Fivondronana level, turning the function over to Fivondronana governments, or 

.. ~- .. ~--------- - privatizing much of the system, we concluded that further detailed financial analysis by-
the team was inappropriate. Factors other than cost alone would have to weigh heavily in 
the GOM calculations of the benefits to be received from each alternative. 
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SUMMARV AND CONCLUSION 

This institutional analysis has been a combination of information about the complexity of 
the institutional mix participating in Madagascar's Environmental Action Plan, of 
problems associated with that mix in political and operational and policy terms, and of the 
oppommities for strengthening the emerging institutions and creating new ones to serve 
the goals of the KEPEM program. 

At the national level the focus has been on ONE, and tile 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 suppon ONE and the institutional structure at the center is sound. The ncc:essary 
conditions to its success have been identified and included within the KEPF..M strategy. 
In the end, however, it is suggested that it is ONE's role as institutional innovator ~ a pan 
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 try to replace that 
creative and imponant function. 

However. the most pressing institutional issues are local. If the fll'st-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 arc sustainable and will 
contribute 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 - agril;ulture 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 areas; manage forest product 
take-off; encourage labor intensive agro-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 flIlancial, those who have thcrnost.atstake .~.theMalagasys .. thertlselxes.:-.can.indeed ..... _ .......... _ ........... . 
find the institutional solutions that will work for them. 
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FOREST RESOURCES ANALYSIS 



FORESTRY ANALYSIS 

1. Introduction 

The 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; 
MPAEF/DDA, 1990; Pellek, 1990; PNUD/BM, 1987; World Bank, 1988). It is clear 
that NPA such as KEPEM cannot address directly some major threats to the forests of 
Madagascar such as shifting cultivation (tavy) or demographic pressure and related 
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 teniary sectors of the economy, are of strategic importance for the long
term maintenance of forests and other biodiversity. These issues are 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. Problem Areas in the Foresu:y Sector 

Knowledie of the reSQurce 

Effective management of a resource starts with a sound 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 19S0s 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, growth 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 are, however, being taken to remedy the poor data base. Analysis of satellite 
imagery is beainning to provide accurate and up-to-date data on forested areas and rates 
of deforestation (Oreen and Sussman, 1990). The national forest inventory called for 

&-.-. - -------- ullder the FoRst Policy of 1987 has now been started as pan of the Forests ManagemenC--~------ .. --.----.--.---. 
and Protection Project (OPF; IBRO, Swiss and Norwegian co-financing; 1988-94; mid-
term review in March 1992; OPF is the broadly-based successor to the second. Forestry 
Development Project). The initial phase focuses on the Morarnanga region (supply of 

--------rr;;anc;;-a;;,):.an=OOiltfie Ankarilfantslka Reserve 10 the NW. Complenon of the nauonaI 
inventory will probably take more than 10 years ... According to the Head of DEF's· 
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inefficient collection. In general, DEF is marked by bureaucratic inenia (it usually takes 
6 to 24 months to obtain a cutting permit even though permits are hardly checked against 
quotas or manaaement 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 foresters in the field). DEF has also been 
urged to stress extension, and to deal more directly with farmers through local projects. 
Cost recovery is discussed below under its own title. DEF has been advised to devolve 
more managerial authority to the SPEF and CIREF levels; such a decentralization has 
already taken place to some extent in Faritany 'Antsiranana but largely at the initiative of 
the Provincial Forest Officer. 

Above all, DEF should be assisted in making the ttansition 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 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 restructuring effons but it 
remains a weak organization, in large pan 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 industrial plantations and policing functions to a more service-oriented 
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 been seen as a mixed blessing as it has perhaps 
weakened (or at least not strengthened) DEF . 

.ii- -~--~~"~"~'-'-'--~-----'----'----'-----'-" - _. _.-.--. . __ .. - --~- -"-- ._ .. - _._------ --_.- ... - -_.--- - -

- Given the status of DEF and of existing donor suppon of this organization, the 
appropriate role of a program such as KEPEM is to suppon directly or indirectly reforms 
that are already underway I and to encourage other reforms in close consultation with DEF 
and the other donors·in the forestry Cl't'tor Amon~es.e rerorn-.s..ue::-: ------.:...----------
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The obstacles to rural afforestation include lack of motivation among fanners (which 
mayor may not be wperversew; resistance to rural tree planting is often economically 
rational in the ncar term), insecure land tenure, ineffective forestry extension, lack of 
critical inputs such as seed or seedlings, brush fIres, labor competition at tree-planting 
time, land-use conflicts, and in~ppropriate rules (e.g., 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: 

0 

0 

0 

0 

0 

the existence of cash markets for tree products that can be produced on 
short rotations (eg., poles, fruit, firewood) (products that require longer 
rotations such as timber and sustained charcoal production are more 
problematic for the small farmer); 

secure land tenure, as well as ability to acquire additional land of marginal 
agricultural value; 

the need to mark property boundaries; 

the need to meet immediate and clearly perceived needs (shade, fruit, 
windbreak, dry-season fodder, etc.; fIrewood is a special case, cf. below); 

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 seed collection and tree nurseries as opposed to centrali.zed 
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) are available. 

It should be added that appeals to environmental protection or improvement, 
especially of an abstract nature, are usually ineffective in forestry extension~ 
Environmental improvement mould be aimed for indirectly asa by';'productoftree 
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 reform of the land-tenure system (cf. 
ZODAFARB procedure), with fiscal and legislative reforms designed to favor the tree 

-. --.--.---------- fanner (espeQally the woodlot owner who produces woodfuels on a sustainable basis),--------- -----------------
and with the better integration of all fIeld technical services that, in tum, promotes 
multipurpose tree planting. In this respect, the experience with the Programme Foret et 

_ Dcveloppement Paysans (FOP) (Faritany Antananarivo), which follows six years of 
--------...ex"pe .... ""ri-.:rlelrtl"lce...--tlWlcT·tirvillage foresuy and land-titling at Arnbatofotsy (PARVtDDA), wiU-·h:a-----------E 

relevant to the aims of KEPEM, and m~y prQvide principlc;s for wider diffusion. The 



-

--

total revenue, but this seldom occurs in practice; on the other hand, some 
localaovernments (notably in a region marked by private woodlots near the 
capital) have instituted effective taxation systems for wood products 
(Benrand, 1989, Vol. m. 

Against this background, institutional and policy refonn should address the following 
issues: 

o revision and publication of a schedule of stumpage fees based on true 
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 fees could be 
arbitrarily adjusted so as to remove the most flagrant distortions; 

o 

o 

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 receipts 
used, amounts, and loggers' identification numbers; centralize reporting on 
collected stumpage fees 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 aencrated; 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; 

o the entire system of revenue sharing among the various levels of 
government should be reviewed; proposals for revenue sharing in the 
forestry sectoral.ready exist (Benrand, 1989, Vol.lII). 
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cope with reality. One result was an acceleration of tavy in the 19405, which in tum 
caused another ineffective phase of repression after 1950 (Coulaud, 1973; Ratovoson, 
1979). In the 19605, in the Provinces of Toarnasina and Fianarantsoa, which include 
humid forest, the number of detected illegal clearances fluctuated between ISO and 600 
per year, involving between 400 and more than 1,000 ha. One reason for this increase ill 
tavy was the cyclones of 1959 which destroyed rice paddies and forced people back up on 
the forested slope!l. 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 areas this rule is unenforceable. Theoretically there is only one 
DEF forester per ISO krn2 of forest. On the other hand, the rule that tavy can only take 
up one-third of anyone slope seems to be generally respected, probably because 
infractions are more visible and, more importantly, because tavy farmers recopizc the 
wisdom of this rule. 

The effons 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: 

a concentration and sedentarization 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 196Os, at 
the time of the great acceleration of tavy after the cyclones of 1959 and the demographic 
explosion after 1950 (Coulaud, 1973). As nearly as can be determined, it was never put 
into practice. Since thco, 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 sedenterization of forest dwellers are now goals to be achieved 
indirectly through land-use changes, although other means (e.g., the "test-villages" of 

4 ---~--~-- ---Andranomody and Ambohimitombo associated with "improved tavy·;-roads;provision of------·----~---~-~- ---- -
services [Coulaud, 1973]) have been used as well. 
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It is too early to tell whether AIVF will succeed where the other approaches have 
. failed orfailetJ to be adopted widely. Other projects have dealt with tavy. Thus the 

UNDP/FAO Savolca project ( 1978·88) has emphasized improved land use on degraded 
forest land, as the name implies. The Savoka project has been critizcd as having -precise 
integrated activities- which require close monitoring and training and which are, 
therefore, expensive and unsustainable (World Bank, 1988). Elements of the Savoka . 
project have since been merged into AIVF and into FAO's Watershed project (cf. below). 
At Mananara-Nord, the UNESCO/MAB protected-area project is experimenting with the 
revival. improvement and diffusion of traditional agrofore5try systems as alternatives to 
tavy, but progress is likely to be slow, mainly because of misaust of change and che 
continuing an:raction of upland rice cultivation CR. Albigna.c, oral camm., 1991). Finally, 
FAO's Watershed project (-Eb$sins versants") focuses more on certain environmental 
effects (erosion, excessive runoff, etc.) of improper land use, including tavy, in forested 
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 at: KEPEM can, 
however, 

o monitor technical progress under ~IVF and related projects. and assist with 
the diffusion of promising results by means of publications, worksh0i-ls, 
etc.; 

o assist with thea.cceleration of the land-titling process, as some forest 
dweU.ers 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 v:Uley bottoms; 

o suppon NOOs and other organizations that are trying to reach forest 
dwellers. especially with multipurpose local development centers (primary 
health care; nutrition; agricultural and forestry extension, etc.), 

Efficiency of ReSQurce Use 

The four main issues under this topic are: 

o low recovery rates in charcoal-making; 

o poor management of private woodlots. mainly of coppiced eucalypts; 

----------EG;--tilthHii'fusimt-of illlplovc::d-househokhrnHnstitUtionai-ctsromvrrroerc-s.-"'--------·-----
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prevention, oblisation to reforest, etc.), and the logging contractor must post a bond in 
addition to payins stumpage fees. In most cases, however, loggers tell OEF where they 
want to log, stumpaae fees are negotiable between the loggers and the CIREFs, and post
logging inspections and bond-refunding are 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: 

o 

o 

DEF grants logging permits (i.e .. "exploitations forestieres" exceeding 10 
ha) only in areas for which there are at least reconnaissance inventories, 
and a rough defmition of priority felling blocks (full-fledged management 
plans for most of the public forests are unrealistic within the foreseeable 
future); 

logging permits should only be granted to bonded or certified logging 
contractors; DEF has recently introduced a policy to this effect; 

o the logging permit is a detailed form that gives a precise location of the 
feUing 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; 

o a bond of at least 100,000 FMG (more if the forest is panicularly 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 rules in case of disagreement, and not the local forester; 

o if necessary, loggers may cut only trees marked by a eIREF forest 
officer; 

o a plior inspection of the felling block by the Nature Protection Service 
(SPNRN/OEF) or other duly delegated environmental agency may be a 
Condition attached to a logging permit granted in areas where rare or 
endangered species are suspected, and a salvage operation may be 
necessary; 

o logging permits are obtained against payment of stumpage fees as published 
in the J.O., and loggers are identified by number on all invoices and fund 

__ . __ .. ~ .. ~~ __ .~transfers; rebated fees are only. possible fOL~bois ordinaire".inareas oL 
difficult access, and the~ only on approvaJ by SPEF; 
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Endowment Fund AllIIlysls 

I. Summary: MadalaSCJlt Endowment ror Environment, N~ture & Society 

u. 
1. ., ... 
3. 
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m. 
1. 
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3. 

Framework o( analysis 

Conclusions and recommendations of KEPEM PAIP 
History of loca1 currency programming In Madaga,o;car 
Summary of current AID authority to create endowments 
Purpose and need • analysis of PAAD team 
Constraints 
a. timeframe 
b. the local NGO sector 
c. programs and plans of international NOOs 
d. policies and laws of GOM affecting endowments 
e. IMF policy on local currency funds and disbursements 

Rationale for tbe endowment 

Need for endowment 
a, sustaining funding 
b, increasing panicipation opportunities 
c. decentralization and local resource management 
d, local NOO strengthening 
e. innovative pannerships 

Comparison of major options 
a. limited life 
b. indefinite life 

Issues 
a. mandate 
b. accountability 
c. fund·raising 

IV. Description or endowment and a development plan 

1. Agreement between AID and the OOM 
a. memorandum of understanding 
b. previous local currency accounts 

-~-----------~~--~~-~ c.---chanICS in leBa! framework for NOOs-

2. Development plan 
a. recruitment of Board 
b r-p1a,:ement sf Beard 
c. drafting and approving a chaner 
d. secretariat 
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To provide perpetual fmancial 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 "democratic" foundation which, because its Board 
membership incorporates a cross section of Madagascar society, would be able to forge a 
broad based consensus on wise stewardship of Madagascar's resources. Because the 
endowment would foster the growth of a national philosophy on resource management, it 
would worle 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, international NGOs, and the GOM. As an 
institution rooted in Madagascar society, the endowment would be able to marshal local 
support. both pc'litical and financial, for efforts to preserve as appropriate, protect where 
n~ .sary, and sustainably develop when possible, Madagascar's natural resources. 

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 NGO community would require from the start that the process of 
establishment allow for all members of that community to participate - especially in 
selecting a Board of Directors for the endowme~t. 

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 yeM 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 prJCCSS the MOU would: define the broad goals 
of the endowment; layout the conditions under which the GOM would fund the 
endowment; set the terms of the fundin. ins~ments; and, specify.percentage . 
composition and pow~rs of Board. The MOU would be the vehicle through which AlD 
would outline the overall goals of the endowment's first program areas for grant making 
and describe the technical assistance it would provide during the period of establishment. 

The GOMwould fund the endowment from local currency "freed up· as a consequence of 
AID's making a Non-Proje.:t Assistance (NPA) grant to the GOM, i.e. the KEPEM 
program. Becau5t NPA doUars would be used to pay foreign debe 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 case the GaM would agree to put the reallocated local currency into a 
special Central Bank account.~Whcnthe endowm~nt has met the requirements of the -~-- ~~ ~-~----

MOU, the Central Bank would grant notes or obligations to the endowment drawn against 
that account. The notes would be asSignable to ensure that the Central Bank would honor 
them. 
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D. Framework or analysis 

I. Conclusions and recommendations of KEPEM PAIP 

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 wil:,,:h ;>~ts to strengthen the 
influence and effectiveness 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 states that the "GOM would be required to establish a separate account into 
which local currency would be deposited. A ponion of these funds would be used to 
finance interventions at the local level and the rest would be used to sustain local 
development and the public/NGO support systems necessary to mobilize 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 P AlP 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 P MD proposes that this review take place concurrently with, and as an integral pan 
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 local currency endowment marks a turning point in the method by 
which local currency is programmed. There ate two factors which aive impetus to this 
change. One is the fact that the local currency associated with KEPEM is not 
"generated" as in the past with PL-480 or other programs •. :hlch have involved the 
collection of local cumncy 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 
purpose. 

Traditionally, local currency funds have ~n deposited in a special account of the Central 
Bank. As AID and the appropriate aeeney of the GOM have agreed, funds have been 
dispersed from these ac::counts to a project implementing agent, almost always a private 
VOluntary oraanization (PVO) whieh has been recognized by both the GOM and AID. In 
the environmental 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 01IWF) •.. ----.--.--.~ .... -. -.--.-------- .. -.--- .. -.- ----.--.. ---.-.---- -.. ~-.. -.--------.-.--.--.-.---.. ~--- .--.. ----.. --

3. Summary of current AID authority to create endowments 

~ "....... ~1l .to ..... .. i. ' . .·.f . ,. 
"i-, --------+Ti1mC;;-,.\1'\::l"ruuw,:\uOWS7nl:rto tlcaa::Otal tunent, ellaowmen~gl am money-rrom 

either development assistance (DA) or economic suppon funds (ESF) , preferably through. 
a debt swap mec:hanism. This authorization, as stated in the Global Environmental 
Protection Act of 1989 and the FY 1990 Appropriations, and as interpreted in policy 
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The need for credit delivery is based 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 size of 52000 worth of local currency to twenty local communities 
(of the lowest size • averaging ISOO 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 after that. 

The need for strengthening 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 welJ as restrictions on the way local 
currency monies are created, managed and accounted for under the rules and legal 
frameworks which govern each stage of fund transfer. 

a. ti me frame 

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 worth of local currency would remain in the special account until the 
special endowment conditionalities have been met. Subsequent tranches can be deposited 
and transferred at the same time. The delay between deposit in the special account and 
transfer to the endowment reflC(:ts the time it would take to organize a proper Board of 
DirC(:tors and a competent and reliable system of management for the endowment's 
programs and finances. 

b. the local NGO 5C(:tor 

SA ¥EM contains a program for small grants in support of the local and international 
NGOs operating in Madagascar in environmental and biodiversity programs. KEPl=M 
would extend and enhance the support planned under SAVEM in two ways. The flIst 
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 5C(:ond is via the 
endowment. The endowment would extend the spectrum of eligibility to include the 

J-----------~--- entire range of national and locaHevel 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 

--------------udiW~&.e.~~--~·-----------------------------------------------------------
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m. Ratloaale ror the endowment 

I. Need for endowment 

If AID seeks the participation of a broad representation of the Madagascar community of 
NOOs 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 statements of purpose 
which can be offered to the Madagascar NOO community as guidelines for building a 
consensus about the endowment. These statements may be summarized as the following: 

provide a lonl"term source or runds for sustainable development and the renewable 
natural resource conservation activities o~ NO Os and local communities; 

"''t", 

increase participation by as broad a range ~"possible of Madagascar NGOs in the 
facilitation and implementation of sustainable development and resource conservation 
activities; 

create innovative mechanisms for supporting sustainable development and renewable 
natural resource conservation through decentralization, stronger NOOs, and 
innovative pannerships among NOOs, eovemment agencies, and the private sector; 
and, 

develop a sound manalement structure which, because of its effectiveness, would 
attract financial suppon from other donors, including bilateral, multilateral and 
private foundations. 

This list of endowment purposes is explored funher in the following sections, which are 
intended as a statement of the needs to be addressed by an endowment. In section IV, the 
wayan 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 strategy of how to provide adequate financial and program management. This 
need is panicularly important for two reasons: I) long term security of funding requires 
sound management of the .endowment's principal to ensure a steady income; and, 2) 
unlike existing local currency accounts over which AID has a continuing management 
role, this endowment would, once established, not be subject to AID oversight • 

... - --~ -.~.- ---. ~-'-----~'-'The-endowment mectWiism·'is·'an opportunity to·· .. CorNaid··fundw activl·tie~i-tak1ng--~-'---- .-.~~----.-----.---- -.----.---~----~-.---.. -
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 
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While the local currency 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 NOOs to participate in the 
setting of priorities 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 panicipation 
question. If the process is open to all local NOOs which represent constituencies within 
Madagascar society, then panicipation by a broad range of NOOs would be much more 
likely to happen. On the other hand, if the formation process is limited to a few and 
conducted in secret, then it would be difficult for other NOOs to view the result as an 
institution dedicated to broad participation. 

The Philippine case example offers a lesson on the value of a transparent process. At a 
crucial stage, the Philippines NOO community reacted strongly to what they perceived as 
AID's unilateral action. The Philippine NOO community in effect demanded that all 
decisions affecting the shape of the endowment be taken in consultation with a broad 
representation of that community. AID and the WWF have responded positively to the 
NOOs' declaration by announ<!ing that the process of developing a structure for the 
endowment would be truly 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 NO Os 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 suppan 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 couldsuppon local initiatives in several ways: it could fund NOOs 
which are able to work with local 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 NOOs and governmental extension agents, the endowment's support would create 
an indirect incentive for governmental agencies to strengthen their field presence in order 
to fulfiUtheir. role. in pannerships .. with_Iocal.NGOs. __ ... _._. __ . __ . ___ .. __ . _______________________ _ 

d. local NOOstrengthening 

The endowment should have a broad 20al of identifvin2 and sUDoorting NOQ-ba.sed 
activities which contribute to sustainable use of renewable natural resources. Presumably 

.. - the endowment wouldsupportNGOs in theseceffonsthrough long-term institutional- . 
development, training, information gathering. and planning. This strengthening needs to 
occur at two levels. At the grassroots. the NOOs which serve local communities' needs 
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ii. The U.S. non-profit negotiates in advance with the Central Bank of country X 
for a swap "quota" (say S5,000,000 in face value of debt) which would allow 
the non-profit to swap notes it would purchase for local currency obligations 
of the Central Bank at a set exchange rate. Note that this swap may occur in 
several tranches up to the total of face value agreed to by the Central Bank. 

iii. The U. S. non-profit then goes to the secondary market in the debt of country 
X to purchase Central Bank obligations from U.S. commercial banks at the 
prevailing market d.lscount of 60% in country X (i.e. buy!' notes with a face 
value of S2,SOO,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). 

iv. The U.S. non-profit then swaps the notes for local currency obligations of the 
Central Bank, usually at a redemption discount on the official exchange tate, 
say 20%, 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 
S2.000,000 in the local currency of country X). 

v. The U.S. non-profit then turns over the local currency proceeds of the swap, 
whether in cash or Central Bank bonds to its counterpan local NGO which 
mayor may not be an affiliate of the U.S.NGO 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 
wonhy 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 species and their habitat. paying for the 
services of park rangers and guards, educating the public about conservation, 
training park staff, employing local residents, etc. 

Each of the participants in a "debt-for-nature" gains a benetit:the donor gains a bigger 
impact from its grant through the . leverage of the secondary market discount; the 
international NGO gains funding arid the considerable value' of free publicity from 
arranging a swap; the Central Bank of country X retires debt; and, the local NGO 
panner (or affiliate) of the international NGOgains support. 

b . Use of debt-for-nature swaps in Madagascar 

. The first debt-for.;natureswap in Madagascar followed the pattern jusf describecC The~- --.-.-~- .. - ... _---_.-.
WWF negotiated a swap quota ceiling of 53.000,000 of face value with the Central Bank. 
Up to now 0 there have been two transactions under this quota ceiling; the tirst -tranche" 
was for 52,100,00 face value of Central Bank debt owed to seven private commercial 
bankS which W wF purchased at a cost of $950,000 from these bankS at a S5 lscount 
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d. CONs of debt-far-nature swaps 

Top-down - the debt-far-nature swap option follows an approach which docs not 
require that affected communities panicipate in the planning of conservation efforts. 
There is no guarantee that the intermediary NGO would consult local communities 
prior to' flllalizing 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 support for their own development plans, such as livelihood and community 
reforestation project as long as these are sustainable and notin conflict with 
conservation plans. However, this would require that the intermediary NGO act as a 
funding agency. Such a role is not a typical activity of "debt-for-nature" swaps, nor 
would such a role foster the growth of locally directed institutions capable of 
providing financial support for local communities. 

Exclusive - The debt-far-nature option is limited to one U.S. NOO from the U.S. 
community of NOOs involved in conservation. Hence this option does not 
automatically bring into play new ideas, either from within or without Madagascar. 

Innatlonary impact. A debt-for-nature swap can work to increase 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 sustaininC support ror 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 are research 
centers, botanical and zoological parks, etc. 

3. I..oca11y 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; AID'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 foundationts-Board'--'~~~'----'- .-.~--~~~.--------.---~'--

is drawn from the community it is intended to serve. 

In the U.S. the community foundation concept is widespread and offers many examples of 
--------i'p~u:~aa·:oi · .... 3)·5 tvestahliilr-and opclIs,e;-"Fftere ate CO Ii lin ullity foundationniedicat-oo;-' --------

to public education. local arts, community services, povertyalleviation,_civil rights, as 
well aslocatenvlronmeritil problems. Many- comm-unityfoundations were established by 
local philanthropists, others by church councils and social service organizations as 
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In either case, there would be a need for tl:chnical assistance from persons experienced in 
the manaaement of foundation and grant mOOng programs. If a decision Is taken to 
create a new administrative structure to be housed in a new NOO, the process of 
developing accounting and grant administration procedure can be an occasion for 
continuing dialogue with the community of Madagascar NOOs which would be the clients 
of the endowment about the most useful and appropriate methods. This dialogue would 
contnbute to building credibility within the community. 

b. the Board of Directors of the endowment 

The process of selection of the Board of Directors is the most crucial step in establishing 
the endowment. This process must have the full participation of the Madaaascar NGO 
community in order to ensure that this community views the Board as a legitimate body 
representing a broad spectrum of Madagascar society. Consequently, a suUested way to 
conduct this process is described in detail in a later section. 

The endowment Board would be responsible for reviewing proposals for endowment 
grants and loans from local NOOs, local community organizations, private sector 
entrepreneurs, and others declared eligible by mutual agreement of AID and the OOM. 
However. once assets have been transferred to the control of the endowment, neither AID 
not the OOM have funner oversight. The endowment Board would have the 
responsibility of choosing among proposal submitted to it for funding as well as the 
responsibility to monitor and evaluate the effectiveness of its grants and loans. Subject to 
certain limitations described in a later section, the Board would also be able to amend the 
endowment's charter. 

c. funding of the endowment 

The endowment would funded from a special local currency account in the Central Bank. 
AID and the OOM would, via a memorandum of understanding, agree on how transfers 
from this Central Bank account would be made to the endowment. The MOU would set 
out the terms and conditions for each transfer, the first of which would take place only 
after the process of selecting a Board and setting up an administrative capacity is 
complete. 

d. PROs of a locally managed endowment 

More represeDtative - a locally managed endowment would be able to reach the 
entire Madqascar community of NOOs. Consequently the endowment would be able 

.... __ _______ to identify and support various approaches to conservation/sustainable development _____________ c ____________ . 

The endowment would involve the Madagascar NGO community both in the setting 
of fundina priorities and in the implementation of sustainable development and 
conservation efforts. Different Madagascar NGOs could .each be encouraged to 
develoo different methodolol!ies. such as livelihood creation. reforestation. restoration 
of secondary forest, wildlife management and park preservation, and "ecotourism" 

- are just a few examples of approaches which need -to be included to round out a 
complete national picture. 
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sustainable 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 budaetary support for development and maintenance of Malagasy institutions 
necessary for sustaining conservation efforts. 

e. CONs of a locally managed endowment 

It. slow stJlrter - it would take two to three years to establish; the "debt-far-nature" 
mechanism is a quicker way to do new projects. It would be impossible 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 appointr.d 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 senSf~ of ownership that key Madagascar institutions would feel 
toward the new foundation. An offshore trust fund could be fanned much more 
quickly, but it would not be able to easily achieve this level of credibility, much less 
the sense of ownership. 

Incubation dlCflcult - 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 are dedicated to the task and 
committed to the philosophical view that Madagascar society needs a creditable 
foundation and that conservation and sustainable development need a new institution 
which has resources to promote new approaches. Neither AID nor a foreign NGO 
can take 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 malcing certain 
that the nominatina 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. 

Credibility requires work - The effectiveness of the foundation depends on its 
credibility, which in tum depends on building checks and balances into thechartcr; 
These checks are: (i) maintenance of SOl(c)(3) equivalency status with the U.S IRS; 
(ti) 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 outset 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. 

, _______ --=._.."Nc:.:n-<;go~'..,; .... -:;;. .. "'t-;:;;.:_:n,.;r..;c~o,o;.n::~e~r' .... :t!o:-p~t~e endowment '''ould offer less asSUr.Jl::,;.:"-;..---------E 

than the debt-for-nature swap option that its priorities would stay constant. Instead 
. the point of having an endowment is that it providesarnechanism for evolutionofa 
societal consensus about not just conservation priorities, but also about other 
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The OOM would, under the terms of the MOV, make a grant to the endowment of the 
entire amount of money in the special account at the time when all of the conditions of 
the MOU have been fulfilled. This grant could be made by a combination of cash and 
notes of the Central Bank according to terms set out in the MOU. Note that if the OOM 
makes this grant of cash and notes, that neither it nor its aeents can revoke the. notes. 

The GOM could issue notes which have a staggered series of maturities lasting several 
years. In order to protect 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 be 
set in the MOV 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 
note. 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 NOO or 
"association" as the GOM terms NGOs. At the moment the OOM 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 NOOs 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 Directors. This process must satisfy several requirements: 1) the Madagascar 

• 

-----------communitYof NGOsmustliave substaiuial control of how it is Conducted; 2fthe 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 OOMand AID. 
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skills and experience relevant to the function of a large foundation/endowment. Since the 
Board would have 10 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 ample opportunity to present his 
views and to participate in a structured discussion about the endowment, its purpose and 
method of operation. Having a series of these meeting would allow for considerable 
private 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 

expectation is that the committee would be abl~ 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 important 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 experience, 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 are 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 otherhanda self-perpetuating Board is lesssubjecuo 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 10 meet. Thus, the Board would have qualifications for each seat - one senior 
academic, one NOO leader from each province, one entrepreneur whose businesses were 
environmentally beneficial, two religious NOO leaders, etc. The Board would be 
required to select new members who met such specific qualifications ... A representational _______________________ _ 

_ .', --~-, .. -" .. -. ·--"~""--"-'·Board "Could' have a similar'"mix; however, the"" members" would be selected by the groups 
th~y represent. 
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The secretariat would also have responsibility for overseeing the accounts of the 
endowment, includina the management of deposits in private commercial banks and 
possibly the collection of note payments of both principal and interest from the Central 
Bank as these are due under terms of the, MOU. 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 mcct program needs. The 
expenses of operation (Le. "overhead") should not exceed a level ~t by the MOU. 

c. conflict of interest 

The MOU should call for an explicit policy regarding conflict of interest, whether this be 
at the level of the Board or the secretariat. For example, the MOU may call for any 
Board member to abstain from participating Ul a decision conceminl an NOO or private 
company (including selection of one or" mo,~ private commercial banks) in which the 
Board member has a fmancial interest. 

d. evolution of structure in response to donor interest 

As one of the purposes of creating a national level endowment is to provide a strong and 
long lived institution capable of supporung very long term efforts to preserve and 
sustainably develop the renewable natural resources of Madqascar, it is to be expected 
that the endowment would seek to increase its capital holdings through contributions from 
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 grants. 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 fcc 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 GO~ ,would release .cash and/or notes against its,spec:ial account according to a .,-". ---____ ~ ___ ... ___ . _________ --.---~.-.--.. -.. ~ .. 
timetable and in accordance with conditions set forth in the MOU. Recommendations for 
these conditions are siven in this seeti"n. Note that these conditions are separate from 
the performance criteria of KEPEM which pertain to the endowment. The KEPEM 
oerformance criteria would require only that thfll (jOM :.nd A TO h:'YfII c:ignf"ll :. MOlT :.nn 

that the GOM and the Madagascar community of NGOs have started a process of le.ial 
'and policy reform as well as a processor forming a Board for theendowment.-
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locallclal advisor· three years retainer at $1000 per 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 implications of the MOU with AID and the GOM under local law 
terms of the Central Bank notes transferred to the endowment 
fiscal control procedures for the secretariat 
agreements with other donors 

local institutional development person 0 60 person days per year for three years at 
5100 per day for a total of S18,OOO for: 

staffing meetings of NGOs to discuss Board membership, charta', etc. 
writing reports of the Board meetings 

foreign foundation expert resident in Madagascar· three years at S200,000 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 expert (nonresident) • six trips over three years at S18,000 per 
aip (salary and all expenses included) for $103,000 

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 each per year for threeycars at $100 per person per day for a toW of 
572,000 to meet for 

discussion of endowment goals and purposes 
exchange of views and ideas among prospective Board members 
draftinl of chatter 

.... -------- ____. _____ . __ .o_.c_. dcvelopmentof plans for a secretariat----------------------
review of agreements with the GOM 
review of plans for management of financial assets 

-·~----------------~~br..--~W~A~~-r~f~n-~Jtrt~u~fiu~~ti~ljr-~--------------------------------------------------1 
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b. support (or local NOOs 

The area of sccond importance In the KEPEM PAAO analysis Is tho strengthening of 
Madaaascar NOOs. The KEPEM PAAO calls for a process of dialogue with tho GOM 
about the leBa! and policy framowork which governs the activiticJ of NOOs in 
Madasascar. If this process is conducted in tandem with the process of recruiting a 
Board, then one result would be a much clearer view of the prescnt strengths and 
weaJcncsSC$ of the community of NOOs. This view would be clearest In the area of 
natural resource management and development. Therefore, from the outset of endowment 
operations, the size and scope of the need for strengthening would be apparent. It is 
esumated that this activity would continue to be an imporunt priority of the endowment. 

c. collaboration with OOM agencies and programs 

The KEPEM PAAO design team emphasizes the need for d~ntr.iliz.ation in its analysis. 
One component of the KEPEM tearn' s approach to this is to provide as much incentive as 
possible to GaM asencies to move more of their personnel to remote arw. One way to 
incrca.sc the incentives for this is to provide a special fund which is only available to 
pannerships between NGOs and GaM agencie~ for work in rural areas. The Board, with 
advice from TA, would have to explore how best to do this. 

d. support for the private sector 

With a similar analysis, the Madagascar private sector needs to become more involved in 
efforts to manage renewable natural resources suswnably. There arc a number of 
Madagasar entrepreneurs who have proposed ides or actually invested in businesses 
which would link economic growth and sustainable use of renewable natural resources. 
Among the ideas are: ccotourism, crocodile farming. chameleon farming. and nursery 
production of endemic plants. These ideas can in many cases benefit from a partnership 
between the entrepreneur and local NGOs. An NGO active in community development 
would see its constituency get more employment opponunities. And, the entrepreneur 
would gain from having an NOO work to improve relations with local communities. In 
some cases the local NOO could serve to monitor the activities of.the entrepreneur to 
ensure that sustainable practices are being followed. Such pannershipshave little 
precedent m Madagascar, hence the neecJ for the endowment to support the exploration 
and building of such partnerships. 

After several years of successful programming and after the endowment has built up 
substantial cash reserves, the endowment Board could consider investing a portion of its 
capital in enterprises which conttibute. to sustainable use of renewable natura. t rcsour:r.es! 

-------"-----------Stichinvestmenti lieed to be made in thecontexi ora long tennstrategy for the 
management of the endowment's steadily increasing reserves of cash. An investment 
strategy would have to meet several criteria, among which are: maintenance of cash 
income to meet lrant making budgets. preserving. value of capital from inflation. 
managmg nsi, and insuring that investments were socially responsible. 
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use of tho &ift; (jv) reasontbJe limits on the powers of the agcnt having custody of the 
gift for the endowment. If a donor places a restriction on a donation which the 
endowment Board, with advice of counsel, deems to be inconsistent with the endowment's 
purpose provision, then the donation should not be accepted 

v. FlnaociaJ analysis 

Be1"..aI!SC the endowment would be a new institution, there is no operational history to use 
as a ba.s.is for projections of financial flows. On the other hand, it is prudent that the 
endowment begin with a realistic and sound approach to managing its assets. The 
projections in Table I outline an illustrative scenario. The actual scenario may differ in 
many respects. However, ~he illustrative scenario is explored to understand what 
implications it (or any other scenario) have for the way the endowment ~es its assets 
and expenditures. This scenario is illustrated for initial deposits of SI,OOO, $2,000, 
55,000, $10,000 and 520,000. 

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 secretariat is 
complete. The first assumption is that the total amount of Jocal currency deposited in the 
special account in the Central Bank (which is the account where reallocated local currency 
freed up by KEPEM, or another NPA grant, is held) is equivalen: to 520 million (other 
options for initial deposit amounts are also shown in Table 1). Note that all amounts in 
this scenario are in 1992 dollars· the actual amounts would reflect the exchange rate at 
the time of the KEPEM transfer and the inflation rates prevailing after 1992). 

Note further, that the actual scenario would have to be much mor~ complicated than this 
as the local currency 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, there would have to be at least three, and perhaps five, separate series 
of notes issued by the Central Bank, each series tied to a different tranche of NP A 
foreign exchanae. 

However, at some point, in this scenario in 1994, both AID and the GOM cemfy that the 
endowment is ready and the GOM gives local currency in cash the equivalent of 
52,575,000 plus seven notes or obligations for the remainder of the 520,000,000. Each 
of the.~ notes would become due in tum one per year until 2001. The value of each note 
rep~ts the initial amount of 52,500,000 plus interest at 3% over inflation compounded 
annually since 1992. 

--.-------<---~ ----.-~ 

The endowmea'llis-wumed -to-havlfprifirams orgrani-making ai-a-IevefofS7S0,OOO per 
year be&innin& 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 e,.ccss income can be put 
back into the capital pool. In either case, this scenario shows that until 2001, the 
endowment would need to spend pan of the annual cash value of the maturing Central 
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TABLE 1 
i 

Fi~ancial Projections fOJ fv1EENS (in thousands of 1992 US$IS) 

INCOME 199) I (N·t 1995 1t)t)6 1'197 1')98 ll}'l" 2000 1.001 
Incom' fwm Central Uank noles this year 258 265 273 2BI 290 299 3U7 317 

1 .. ,e~""'l"m ... elmm I'D lrum !,,"Yiuus yeM Itt IB 27 )6 ·th 57 69 81 
Expenditures this year (see below) 75 75 75 75 75 75 75 75 

: Oeficit-CB income cxpended b5 57 48 39 2') 18 6 0 

surPlr-incumr lrum in'cc,,,,' ,einYc.'eu () () () 0 () U 0 6 

ENOOWM ~NT PRINCIPAL 
Net flow inl ) principal this year (dcp()Sil in fJn~1 258 2U1 217 233 251 270 290 310 6 
Size uf:de( osit in pri1vale ~ank(s) at years cnd 256 45H 675 (JOH 1,159 1,429 1,719 1.,029 2,035 

I 

EXPENDIT JItES I 
Llk:al WIlUl1ullilies suppurt 24 24 24 24 24 24 24 24 
l(X'al NCO slrengthening 20 20 20 20 20 2U 20 20 

Culldboralinn wilh CORM 12 12 12 12 12 12 12 12 
I 

f I)rivalc sectur support 8 8 8 8 8 8 8 8 
I 

f)ulicy analysis 5 5 5 5 5 5 5 5 f 

I 

i Munitoring & evaluation 3 3 3 3 3 3 3 3 

• 

Administrative uverh~ad 3 3 3 3 3 3 3 3 
. lhtal expenditures 75 75 75 75 75 75 75 75 

i 

, 

Assumed p. Irameters Itf Central Dank (en) nulL'S Assumed ~arameters uf Private Bank (PU) account 
lolal va ue of CD nutes in 1992: $2,000 ~ I I'D ~ays interest @ inflation pillS: 4.0% J 

value of note as p~id cad. year: $25U 
year.; over, 

• I 
,hlch CU nutes mature: 8 

CD pays i Ilterest <!II bflalion plus: 3.0,,", Nole: CU interest is compounded annually 

I 

f 

I .. • ~ .. 
I 

I 


