
MADAGASCAR
Table 1 2022
Population, million 29.6

GDP, current US$ billion 14.9

GDP per capita, current US$ 504.9

International poverty rate ($2.15)a 80.7

Lower middle-income poverty rate ($3.65)a 92.4

Upper middle-income poverty rate ($6.85)a 98.2

Gini indexa 42.6

School enrollment, primary (% gross)b 134.1

Life expectancy at birth, yearsb 65.2

Total GHG emissions (mtCO2e) 39.6

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2012), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

Growth is estimated to have weakened in

2022, mainly due to natural disasters and

the indirect effects of Russia’s invasion of

Ukraine. Although growth is projected to

recover to an average of 4.7 percent over

2023-25, risks remain tilted to the down-

side. These include the severity of recur-

rent natural disasters, a deterioration in

the global environment, and social and

political volatility in the event of a rever-

sal of the reform agenda. Poverty remains

elevated and on the rise in urban areas.

Key conditions and
challenges

Madagascar is one of the poorest coun-
tries in the world, with high levels of
inequality and unemployment. Progress
in achieving the development objectives
articulated in the Plan Emergence Mada-
gascar remains slow and Madagascar
continues to face major economic and
social challenges, exacerbated by exter-
nal shocks. In addition, low productiv-
ity, driven by poor structural transfor-
mation, is hampering growth. Although
the COVID-19 pandemic and multiple
climate shocks have exacerbated Mada-
gascar’s fragility, a recovery in the min-
ing, services, and construction sectors
raised economic growth to 5.7 percent
in 2021, following a contraction of 7.1
percent in 2020. Poverty remains elevat-
ed and on the rise in urban areas, re-
flecting the impact of rural-urban migra-
tion, the lack of job opportunities in the
cities, and a decline in the productivity
of private enterprises.
Beyond the need to strengthen resilience
(including through improving budget ex-
ecution of social spending), accelerating
growth and reducing poverty will require
urgent reforms supporting private invest-
ment, trade, connectivity, and access to
basic services – all of which face deep
governance and institutional challenges.
Moreover, efforts to gradually transition
the monetary policy framework to inter-
est rate targeting are supported, among

others, by the implementation of the
securities repurchase operations law of
December 2021 to encourage longer-
term interbank loans, and the narrow-
ing of the interest rate corridor to sta-
bilize the short-term interest rate on
the money market.

Recent developments

Following a strong rebound in 2021,
growth decelerated to an estimated 3.8
percent in 2022, reflecting the impact of re-
peated natural disasters compounded by a
deteriorating global context. In early 2023,
two severe tropical storms hit Madagascar,
submerging many roads and flooding and
destroying schools and health centers.
Moreover, recent evidence indicates that
repeated cyclones increased the poverty
rate among affected households.
Rising basic necessity prices – exac-
erbated by the impact of the war in
Ukraine on the prices of imported
products – fueled inflation, which
reached 11.4 percent year-on-year in
January 2023. Inflation began to rise in
mid-2022 following the government’s
decision to raise fuel prices at the
pump by an average of 34 percent
(gasoline: 44 percent, diesel: 44 per-
cent, and oil: 14 percent). Rising food
and fuel prices eroded households’
purchasing power, exacerbating al-
ready high poverty levels, especially
in urban areas. Although the inflation
hike in recent months was mainly due
to supply shocks, the Central Bank of

FIGURE 1 Madagascar / Real GDP growth and contributions
to real GDP growth
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FIGURE 2 Madagascar / Actual and projected poverty rates
and real GDP per capita
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Madagascar has consistently raised in-
terest rates to contain inflation expec-
tations and second-round effects. Be-
tween January and October 2022, the
central bank increased the interest rate
by a cumulative 290 basis points, from
7.2 percent to 10.1 percent.
The fiscal deficit rose from 2.8 percent of
GDP in 2021 to an estimated 3.1 percent
of GDP in 2022 reflecting the government´s
settlement of its liabilities to oil distribu-
tors related to the implicit fuel price sub-
sidy. In addition, customs duties assessed
(but not paid) on oil continued to be
recorded in the central government's bud-
getary transactions with an offset on the
expenditure side and thus did not con-
tribute to deficit reduction.
The current account deficit increased to
an estimated 5.6 percent of GDP in 2022
(from 5 percent of GDP in 2021), as a
recovery in mineral exports was offset
by higher imports of refined petroleum
products, food, and intermediate goods.
Gross international reserves declined, but
remained broadly adequate, from 5.9
months of imports in 2021 to 5 months of
imports in 2022.

Outlook

Real GDP growth is projected to improve
to 4.2 percent in 2023 and to accelerate to
about 5 percent in 2024-25, mostly boosted
by a recovery of the mining industry cou-
pled with the gradual reopening of air traf-
fic, especially with South Africa. Primary
sector output is expected to increase by an
average of about 3 percent per year over
2023-25, from a decade high of 5.9 percent
in 2019, reflecting the adverse effects of cli-
mate change. The industrial sector is ex-
pected to remain the main driver of
growth due to an increase in mining activ-
ities despite decelerating key commodity
price projections.
Moreover, the sluggish outlook projected
in 2023 for Madagascar’s main trade part-
ners, notably the euro area and the United
States, would slow down export demand
for Madagascar’s key agricultural prod-
ucts and textiles, as will a slower-than-ex-
pected recovery in tourist arrivals, even
with the easing of entry procedures. In ad-
dition, restrictive policies implemented in

the vanilla sector (including price control)
is expected to decelerate the prospect of
export earnings. Madagascar’s poverty is
projected to remain elevated at 79.4 per-
cent in 2024-25 (based on an international
poverty line of US$2.15 per person per
day, in 2015 PPP).
The fiscal deficit will improve in 2023 and
beyond as a result of an agreement with
oil distributors to clear their overdue taxes
and the government implementing
planned reforms for more efficient spend-
ing and domestic revenue mobilization.
Moreover, the gradual increase in capital
expenditure from 5.1 percent of GDP in
2021 to 5.9 percent in 2025 reflects the im-
plementation of the government’s priority
projects, most of which are financed by ex-
ternal concessionary sources.
Risks remain tilted to the downside, in-
cluding the recurrence of natural disasters
and the indirect effects of the war in
Ukraine. Moreover, prolonged weak bud-
get execution in health and education
spending, along with reversals in reform
agenda, could also lead to social and polit-
ical volatility, especially ahead of the 2023
presidential elections.

TABLE 2 Madagascar / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.1 5.7 3.8 4.2 4.8 5.1

Private Consumption 2.2 3.0 2.5 2.5 2.8 3.0
Government Consumption 24.3 0.2 -8.0 12.8 6.7 6.8
Gross Fixed Capital Investment -10.3 12.7 -19.1 2.0 4.0 5.8
Exports, Goods and Services -36.6 55.0 27.5 3.6 5.0 5.0
Imports, Goods and Services -16.6 12.7 19.8 2.0 2.7 3.0

Real GDP growth, at constant factor prices -9.4 6.5 3.7 4.3 4.8 5.2
Agriculture -1.4 -1.6 0.9 2.3 3.1 3.6
Industry -29.5 19.7 10.9 8.6 8.9 9.1
Services -6.9 7.3 3.1 3.9 4.3 4.7

Inflation (Consumer Price Index) 4.2 6.2 8.2 8.5 8.0 7.7

Current Account Balance (% of GDP) -4.8 -5.0 -5.6 -6.2 -5.7 -5.5
Net Foreign Direct Investment Inflow (% of GDP) 1.8 1.7 2.0 1.5 1.9 2.1

Fiscal Balance (% of GDP) -4.0 -2.8 -3.1 -1.6 -2.8 -2.9
Revenues (% of GDP) 12.8 11.4 12.1 13.5 12.1 12.3
Debt (% of GDP) 49.6 53.5 57.1 53.4 52.3 52.5
Primary Balance (% of GDP) -3.2 -2.2 -2.4 -0.7 -2.1 -2.4

International poverty rate ($2.15 in 2017 PPP)a,b 81.5 80.9 80.6 80.2 79.7 79.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 92.9 92.5 92.4 92.1 91.9 91.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 98.3 98.2 98.1 98.1 98.0 97.9

GHG emissions growth (mtCO2e) -2.1 -0.1 0.5 8.2 0.9 1.3
Energy related GHG emissions (% of total) 14.8 15.2 15.5 17.1 17.5 18.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2012-ENSOMD. Actual data: 2012. Nowcast: 2013-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2012) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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