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This study seeks to identify the causes of low rice farm gate prices and high retail prices
in Madagascar, the effects of the unregulated rice marketing system on farmers and consumers,
and the problems of agricultural cooperatives. In light of the national food security problem and
the challenge of economic growth, it is vitally necessary to improve food access and household
disposal income. Thus, the study of the formation of domestic rice prices in Madagascar is
crucial. However, previous studies done on this topic are few, and merely argue that international
prices determine domestic rice prices. In addition, the effects of the free rice market policy on
farmers and consumers as well as the issues on agricultural cooperatives have not yet been
adequately documented. The significance of this study is that our research project is the first
comprehensive study on rice marketing in Madagascar since the adoption of the liberalization
policy in early 1980s. This work is based entirely on data collected from field surveys, and
primarily focuses on the vulnerable consumers and farmers. The data come from the interviews
of 200 consumers in the capital city, Antananarivo; and of 235 farmers, 17 agricultural
cooperative officials, 60 rice merchants, and other key informants in the two main rice supplying
regions of the capital city, 4laotra and Bongolava region.

The results of this study are: (1) farmers could not even cover their preduction costs due
to low rice farm gate prices. Farmers were not able to invest in agricultural equipment and
improved farming technique. Therefore, the productivity, rice outputs and household income
were low. Low income in turn caused financial dependence; 70 percent of the surveyed farmers
got loans to meet their living and farming expenditures. (2) Low farm gate prices were due to the
lack of market regulations and institution such as wholesale market. Prices were determined
through individual negotiation; however, the farmers were proven not to have any bargaining
power due to their financial dependence on the village assemblers. In addition, due to the lack of
transportation means and access to market information, the farmers had no other market choice
but the village assemblers. (3) High rice retail prices overburdened the majority of the urban
consumers. Food expenditure represented 77 percent of the total household expenditure, and rice
spending represented 59 percent of the food expenditure. (4) High rice retail prices were caused
by one large private company who cornered the market through a vertical integration of the
overall marketing operations in the domestic rice market and a domination of the import trade.
As many government regulatory functions were slackened and wholesale markets’ functions
based on market law did not exist, transaction methods and the pricing mechanism were not
opened. (5) The membership and penetration rate of agricultural cooperatives was very low
because the cooperatives’ functions were not significant in improving the farmers’ productivity
and income. (6) The majority of the farmers surveyed, including cooperative members, were not
aware of the cooperative’s principles and objectives, the members’ advantages and obligations.

The conclusions of this study are: even if the rice marketing is liberalized, it is not
reasonable to leave everything to the market economy given the importance of rice to the
survival of consumers and farmers and to the national economy. Government intervention is
more than needed to contro]l unequal competition and monopolistic power, and to promote
modernization in marketing through the creation of rice wholesale markets. Agricultural
cooperatives should be re-introduced and promoted in order to support farmers.
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