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The income loss of a political crisis: Evidence from Madagascar 

Since the late 1950s, Madagascar has experienced four constitutional changes 

and four crises of a political nature. In the present paper, we assess the econo-

mic effects of the 2009 Malagasy political crisis, which stands out from the three 

previous crises because of its suddenness and its duration. For this purpose, we 

use the synthetic control method, which involves determining the most credible 

counterfactual for the Malagasy economy from a subset of optimally weighted 

untreated countries. This empirical approach clearly shows that the output loss 

of this crisis is sizable, leading to a per capita income loss of around 25% eight 

years after the start of the crisis. Sensitivity analyses applied to verify the ro-

bustness of our main result confirm that the effect of the 2009 Malagasy political 

crisis was unusually large. We then conduct an in-depth analysis to understand 

the main mechanisms that explain this output loss. We confirm that investments 

are probably the main determinants explaining the output loss after the crisis. 

We believe that our approach reveals that political instability is one of the main 

constraints preventing Madagascar from prospering. 
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