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Conditions PreCedent for Dollar And Local Currency Disbursements
 
For PREPS Non-Project Assistance Activity
 

.r:le 3: 
 P:is
?recedent toDisbursement ofDollars
 

5ECT:N 3.-
 Frs': _isbursemenc of Dollars.
 

Prior to the 
first disbursement of $1,300,000 dollars under the Grant, cr 
to
the issuance by A.I.D. of documentation pursuant to which disbursement
made, the Grantee will, except as 
,ill be
 

furnish to A.I.D. , 
the Parties may otherwise agree in writing,
in form and substance satisfactory to A.I.D. 
all of the
fo l o w i n g :
 

(a) An opinion of 
legal counsel that this Aareement has been duly authorized
and executed on behalf of the Grantee and that ic 
constitutes a valid, lega!!'
binding obligation of 
the Grantee in accordance with all of its terms;
 

b) An opinion of legal counsel that the National Office for
Zones Industrial Free
(the " OIFZ") , established pursuant to Chapter II, Section I, Article 4 of
the Ordinance is duly authorized and empowered pursuant to
regulations of the Republic of Cameroon to exercise all of 
the laws and
 

responsibilities delegated to 
the powers and
 

it pursuant to 
the Ordinance.
 

(c) A statement of the names 
and titles of the persons who will act as
representati:es of the Grantee under Section 8.2 of this Agreement, together with
a specimen signature of each person named in such statement;
 

(d) A statement designating the U.S. bank and specifying the account number
of the Separate Dollar Account into which disbursements of U.S. dollars are 
to be
made;
 

(e) A statement confirming that the Special Local Currency Account required
to be established pursuant to 
Section 5.1 of this Agreement has been opened in a
bank in Cameroon in the name of the Government of the Republic of Cameroon and
specifying the number of the account;
 

(f) Written procedures describing the mechanism by which local currency will
be 
released from Che-Special Local Currency Account and the procedures which will
assure 
that funds from the Special Local Currency Account are used for purposes
agreed upon wieh A.I.D.;
 

(g) An official copy of the ministerial order (arrete) containing the
implementing regulations for the Ordinance which specifically address the
following areas:
 

(i) the procedure for obtaining the certificate of compliance, the
developer permit and the operator permit;
 

(ii) the responsibilities and procedures regarding the
public service which provides all services required from state-owned
entities by developers, operators and enterprises of Industrial Free
Zones (the "Industrial Free Zone Administrative Service");
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iii) Industrial Free Zone on-site customs procedures;
 

iiv) :he holding of foreign exchange, foreign exchange-denominated
bank accounts and the transfer of funds accrued or 
ir.rested by
industrial Free Zone enterprises:
 

('.')the negotiation of contracts between Industrial Free Zone employers
and employees and :he hiring, firing and establishment of minimum wages
for Industrial Free Zone employees;
 

(vi) the private provision of electricity, water and international
telecommunication services;
 

,(vii) preferential user 
rates regarding the provision of utilities and
public services to 
Industrial Free Zone enterprises; 
and
 

(viii) dispute settlements between the NOIFZ and:
 

Industrial Free Zone developers,

industrial Free Zone operators,

Industrial Free Zone enterprises,

the Industrial Free Zone Administrative Service.
 

SECTION 3.2 
 I l 
 Sube en totheFirstDisbursementof
Dollars.
 

Incremental funding subsequent to
subject to the first disbursement of dollars is
the availability of funds to A.I.D. for this purpose and to 
the mutual
agreement of the Parties at the time of subsequent increments
to be provided are approximate and subject 
to proceed. Amounts
 

to the requirements of the Program at
the time 
they are provided.
 

SECTION 3.3. 
 Second Disbursement of
Dollars.
 
Prior to 
the second disbursement of $1,000,000 dollars under the Program
grant, or 
to 
the issuance by A.I.D. of documentation pursuant to which
disbursement will be made, the Grantee will, except as
agree in writing, furnish to A.I.D., 

the Parties may otherwise
in form and substance satisfactory to A.I.D.,
evidence of all of the following:
 

(a) The Grantee has not discontinued, reversed or otherwise impeded any
action it has 
taken in satisfaction of any of the conditions precedent
first disbursement of dollars under the Grant; 
to the
 

(b) An opinion of legal counsel that the Investment Promotion Center (the
"IPC") has been duly organized and is duly authorized and empowered pursuant to
 the laws and regulations of the Republic of Cameroon to exercise all of the powers
and responsibilities which may be delegated to 
it pursuant to 
the laws of the
Republic of Cameroon which authorized its creation;
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'l 
 Copies of official records of the Government of Cameroon and the
:ndica:4ng :hac: "OIFZ, 

i) the designation of Industrial Free Zones has been rezularly effected
by action of the Minister in charge of industrial development wirhin
thirty (30) days of receipt of a complete application for such
designation; 
or bv automatic approval as 
provided in Chapter III,
Article 6(b) of the Ordinance when the Minister in charge of
industrial development has failed to 
take any action within thirt, (30)
days of receipt of a complete application for'such designation;
 
(ii) Industrial Free Zone on-site customs inspections are operating in
compliance with all of the provisions of the Ordinance and the
Implementing Regulations:
 

(iii) the operation of the 
is in compliance with all of 

Industrial Free Zone Administrative Servicethe provisions of the Ordinance and the
Implementing Regulations;
 

(iv) 
Industrial Free Zone labor procedures are in compliance with all of
the provisions of the Ordinance and the Implementing Regulations;
 
(d) A detailed customs man'ial applicable to enterprises benefiting from the
Free Zone Regime which fully comolies with all of the provisions of the Ordinance
and the Implementing Regulations; 
and
 

(e) The annual review meeting described in Section 6
 .
has been held as 
4 (g) of this Agreement
provided in such Section and a plan of action addressing the
issues raised during such meeting have been agreed upon by the Grantee and A.I.D.
 

SECTION 3.4. 
 Third Disbursement of Dollars.
 

Prior 
to the third disbursement of $800,000 dollars under the Program grant,
or to the issuance by A.I.D. of documentation pursuant to which disbursement will
be made, the Grantee will, except as
furnish to A.I.D., 
the Parties may otherwise agree in writing,
in form and substance satisfactory to A.I.D., 
evidence of all
of the following: 

(a) the Grantee has not discontinued, reversed or otherwise impeded any
action it has taken in satisfaction of an-, of the conditions precedent to
first 
 the
or the second disbursement of dollars under the Program grant.
 
(b) the NOIFZ continues to function as 
described or agreed to pursuant to
paragraphs (c), 
(d) and (a) of Section 3.3 of this Agreement.
 
(c) the annual review meeting described in Section 6
 .
has been held as 

4 (g) of this Agreement
provided in such Section and a plan of action addressing the
issues raised during such meeting have been agreed upon by the Grantee and A.I.D.
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Z " 1 z tt cacion.
 

Vrien A. .:. 
 has determined that the above conditions have been met, 
 .:?rompt*2: notify 	
will
 

:ne Grantee.
 

SECTION 3.i: 
Terminal Date for Conditions Precedent.
 

:f all of :he conditions precedent specified in Section 3.1 of this Agreement
nave 
not been met within ninety (90) days from the date of this Agreement,
Later date as 	 or such
A.I.D. may specify in writing, then A.I.D., 
at its option, may
terminate :his Agreement by written notice to 
the Grantee.
 

Article 4: Disbursement of the Grant
 

EC, 4 :. Disbursement of :heGran,.
 

After satisfaction of the 
conditions precedent, 
the Grantee may reauest
A.i.D. 	to disburse funds under the Grant. 
 After review and approval of the
documentation submitted by the Grantee. A.I.D. will promptly deposit :he funds
into 
the Separate Dollar Account designated by the Grantee.
 

SECTION 4.2 
 Date ofDisbursement.
 

Disbursement of funds by A.I.D. will be deemed to occur on the date A.I.D.
deposits the 
funds in accordance with Section 4.1.
 

Article 5: 
The Secial Local Currency Account
 

SECTION 5.1. Establishment of a Special Local Currency Account.
 

(a) The Grantee shall establish a special local currency account (the
"Special Local Currency Account") in a bank mutually acceptable to 
the Grantee and
A.I.D. and shall deposit therein, within forty-five (45) days of the receipt of
each dollar disbursement to the Separate Dollar Account made under the Grant,
currency of the Grantee in amounts equal 
to such dollar disbursemiit. 
Funds in
the Special Local Curreucy Account shall be used for:
 

(i) budgetary support for the NOIFZ;
 

(ii) budgetary support for the 
IPC; and
 

(iii) such other purposes in support of the objectives of the Program
 
as may be mutually agreed upon by A.I.D. and the Grantee.
 

(b) Funds 
in the Special Local Currency Account shall not be commingled with
funds from any other source. All interest earned on the Special Local Currency
Account shall be used for the same purposes as the principal.
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(c) All 
funds existing in the Special Local Currency Account immediately
preceding a particular disbursement therefrom are eligibie for use provided that
all conditions precedent for such use as 
provided in Section 5.2 and, as
may be, Sections 5.3, 5.4 or the case
5.5, of this Agreement have been determined by A..-.
:o have been satisfied.
 

(d) Any unencumbered balances of funds remaining in the Special Local
Currencv Account after the termination of this Agreement for any reason shall 'e
disposed of for purposes agreed to by A.I.D. and the Grantee.
 

SECTION 5.2 
 General Conditions Precedent to 
Rlease of Local CurrencY from
the Special Local Currency Account,.
 

(a) Prior to 
each release of local currency funds from the Special Local
Currency Account, 
a written agreement, in form and substance satisfactory to
A.I.D. shall have been signed by A.I.D.,

funds to be disbursed pursuant 

the Grantee and any recipiEnts of the
to each release thereof which sets 
forth
 

(i) a plan for the 
use of such funds;
 

(ii) the specific conditions precedent for release of such local
currency funds as 
specified in Sections 5.3, 5.4 or 
5.5, whichever is
applicable, of this Agreement; 
and
 

(iii) a description of the financial mechanisms and the terms and
conditions by which such funds will be made available for such planned

use.
 

(b) The written agreement described in this Section 5.2 will be signed by
A.I.D. only after A.I.D. is satisfied that the conditions precedent for release of
funds from the Special Local Currency Account during a particular time period, as
specified in Sections 5.3, 
5.4 or 5.5 of this Agreement, whichever is applicable,
have been fulfilled. 
A sample form of such agreement is attached horeto as Annex
II.
 

SECTION 5.3: 
 onditionsPrecedenttoRelease f FundsfromtheSoecialLocal
CurrencyAccountDurlnr
theFirstTerm.
 

(a) Prior to disbursements of local currency from the Special Local Currency
Account between October 1, 1990 and December 31, 
1991 (che "First Term") for
purposes of budgetary support to the NOIFZ, except as 
the Parties may otherwise
agree in writing, A.I.D. shall require the provision of all of the following in
form and substance satisfactory to A.I.D.:
 

() An official, notarized copy of the corporate charter of 
 the NOIFZ;
 
(ii) An opinion of legal counsel that the NOIFZ has been 
 duly organized

and is in good standing as a non-profit, private entity.
 

(iii) The identity of the general manager of the NOIFZ;
 
(iv) The identity of the accountant of the NOIFZ; and
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(v) Evidence :hac :he NOIFZ has established accounting procedures in
accordance wizh generally accepted accounting principles and practices

consiszently applied:
 

(b) Prior to disbursements of 
local currency from the Special Local
Currency Account during the First Term for purposes of budgetary support to
:PC, except as the
the Parties may otherwise agree in writing, AI.D. shall require
the provision of all of the following in form and substance satisfactory to

A.I.D.:
 

(i) An official, notarized copy of the corporate charter of IPC;
 
(ii) An opinion of legal counsel that the IPC has been duly organized
and is in good standing as a non-prafit, private entity.
 

(iii) 
Evidence that a Board of Directors for the TPC consisting of
representatives from both the public and the private sectors, but with a
majority of private sector representatives, has been duly selected.
Such evidence shall also include a list of the names of the members of
the Board of Directors:
 

(iv) The identity of the general manager of the IPC;
 

(v) The identity of the accountant of the IPC;
 

(vi) Evidence that the 
IPC has established accounting procedures in
accordance with generally accepted acnounting principles and practices
consistently applied; and
 

(vii) An agreement in writing between A.I.D. and the Board of Directors
of the IPC or its representative regarding an action plan which the 
IPC
will put into effect before any disbursements from the Special Local
Currency Account are made during the Second Term (as hereinafter
 
defined).
 

(c) Prior to disbursements of local currency from the Special Local
Currency Account during the First Term for purposes in support of the
objectives of the Program other than budgetary support to the NOIFZ or the IPC,
A.I.D. shall require that a written agreement must be reached between the Grantee
and A.I.D. specifying such other purposes for local currency utilization.
 

SECTION 5.4: ConditionsPrecedenttoReleaseofFundsfromtheSpecialLocal
CurrencyAccoun-t
Dur the SecondTerm.
 

co2
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a, Prior zo disbursements of local currency from the Special Local CurrencyAccount between January 1, 1992 and December 31, 1992 (the "Second :erm') for
:ur=oses of budgetary support to the NOIFZ, except as 
the Parties may otherwise
agree iwrltlg, A.D.. 
 shall require 
the provision of all of the following in
form ana substance satisfactory to A.I.D.:
 

(1) An official document indicating that the NOIFZ is registered as 
an
entity duly consticutea and existing under the 
laws of the Republic of

Cameroon; 

(ii) An opinion of counsel that the NOIFZ is in good standing as 
a non
profit, private entity;
 

(iii) Official copies of documentation from the NOIFZ indicating that
the NOIFZ has carried ouc, in full compliance with the Ordinance and the
implementing Regulations, all of the following:
 

.
 by action of its Board of Directors, adopted internal rules and
procedures and disseminated information related thereto rewarding:
 

- Industrial Free Zone developers, 
- Industrial Free Zone operators, 
- Industrial Free Zone enterprises,
 
- the Industrial Free Zone Administrative Service and
-
the provision of the developer permits, the operator permits

and the certificates of compliance;
 

- established single application forms for requests for the
developers permit, the operators permit and the certificate of

compliance;
 

- implemented a system which processes requests for developerpermits, operators permit and certificates of compliance and issues
a decision regarding such requests within the time period specified
in the Ordinance and its Implementing Regulations;
 

-
established dispute settlement mechanisms regarding controversies
involving the NOIFZ and applicants for the Free Zone Regime;
 

-
established dispute settlement mechanisms regarding controversies
involving the NOIFZ and the beneficiaries of the Free Zone Regime
and between the NOIFZ and the Administrative Service;
 
-
established levels of fines regarding infractions involving
 
Industrial Free Zone developers, operators and enterprises.
 

(iv) Evidence of:
 

* the identification by the NOIFZ of sources of financing

other than A.I.D. and
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:he development by 
the NOIFZ of a medium-term financial plan for
z:s next budgetary year; and
 

v) Evidence chat the 
local currency disbursed to the NOIFZ from the
Special Local Currency Account during the First Term was used for the
purposes agreed upon by the Grantee and A.I.D.
 

(b) Prior to disbursements of local currency from the Special Local
Currency Account during the Second Term for purposes of budgetary support to
.PC, except as the
the parties may otherwise aeree in writing, A.I.D. shall require
the provision of all of the following in form and substance satisfactor toA.I.D.:
 

(i) An official document indicating that the IPC is registered 
as an
entity duly constituted.
 

(ii) An opinion of legal counsel that the IPC is in good standing as a
non-profit, private entity;
 

(iii) 
An official copy of the by-laws and other internal rules and

regulations of the IPC;
 

(iv) Evidence that the IPC is functioning according to 
the action plan
agreed upon pursuant to Section 5.3 
(b)(vii) of this Agreement; and
 
(v) Evidence that the local currency disbursed to the IPC from the
Special Local Currency Account during the First Term was 
used for the
purposes agreed upon by the Grantee and A.I.D.
 

(c) Prior to disbursements of local currency from the Special Local
Currency Account during the Second Term for purposes in support of the objectives
of the Program other than for budgetary support to 
the NOIFZ or the IPC, A.I.D.
shall require the provision of the following in form and substance satisfactory to

A.I.D.:
 

(i) a written agreement between the Grantee and A.I.D. specifying such
other purposes for local currency utilization; 
and
 

(ii) evidence that the local currency disbursed from the Special Local
Currency Account during the First Term for purposes other than budgetary
support for the NOIFZ or 
the IPC was used for the purposes agreed upon
by the Grantee and A.I.D.
 

SECTION 5.5: Condition recedenttoReleaseof
undsfromtheSecialLocal
CurrencyAccontSubeuenttothe
SecondTerm.
 
(a) 
Prior to disbursements of local currency from the Special Local Currency
Account between January 1, 1993 and December 31,
January 1, 1994 and December 31, 

1993 (the "Third Term"), between
1994 (the "Fourth Term") and January 1, 1995 and
between Jecember 31, 1995 

the NOIFZ, except as 

(the "Fifth Term") for purposes of budgetary support to
the Parties may otherwise agree in writing, A.I.D. shall
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require the provision of all of 
the following in form and substance satisfactory

:o A.l.D
 

) An official document indicating that :.e NOIFZ is registered
encicv duly; zonscztuted. as an 

(ii) An opinion of legal counsel that the NOIFZ is in good standing as
a non-profit, private entity.
 

(iii) 
Evidence that the NOIFZ continues to 
function in full compliance
with the Ordinance and the Implementing Regulations, including, but notlimited to, 
evidence of the continuing regular functioning of:
 

- the 30-day procedure for obtaining the certificate of compliance,
:he developers permit anO, the operators permit;
 

- provisions of public services by the Industrial Free Zone
Administrative Service; and
 

- dispute settletuznc mechanisms regarding controversies involving
the NOIFZ and applicants for the Free Zone Regime.
 

- dispute settlement mechanisms regarding controversies involving
the NOIFZ and the beneficiaries of the Free Zone Regime and between
the NOIFZ and the Administrative Service.
 

(iv) Evidence of:
 

- the identification by the NOIFZ of sources of financing 
other than A.I.D. and 

- the development by the NOIFZ of a medium-term financial plan for
its next budgetary year; and
 

(v) Evidence that the local currency disbursed to the NOIFZ from the
Special Local Currency Account during the immediately preceding Term was
used for 

currency from the Special LocalCurrency Account during the Third, Fourth or Fifth Terms for purposes in support
 

the purposes agreed upon by the Grantee and A.I.D. for such 
Term. 

(b) Prior to disbursements of local 

of the objectives of the Program other than budgetary support to the NOIFZ, A.I.D.
shall require the provision of the following in form and substance satisfactory to
A.I.D.:
 

(i) a written agreement between the Grantee and A.I.D. specifying such
other purposes for local currency utilization during the applicable

Term; and
 

(ii) evidence that the local currency disbursed from the Special Local
Currency Account during the immediately preceding Term for purposes
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other than budgetary suoport to 
the NOIFZ or the !PC was used for such
other purposes as 
agreed upon by the Grantee and A.>.D. 
for such
immeaiately preceding :erm.
 

SECT:CN 5.6: joks and Records.
 

The Grantee shall maintain and cause recipients of funds from the Special
Local Currency Account to maintain, in accordance with generally accepted
accounting principles and practices consistently applied, booka and records
relating to 
the Special Local Currency Account. The Grantee shall grant or
such recipients cause
to grant to A.I.D. or to 
any of its authorized representatives the
right to 
inspect such books and records 
at all times as
recuire. A.I.D. may reasonably
SL~ch books and records shall be maintained for three vears 
after the
ace of the 
last disbursement of local curxrenc, in connection with the Grant.
 

SECTON 5.7: 
Refunds.
 

:n the 
case of any release of funds under the Special Local Currency Account
which is not supported by valid documentation in accordance with this Agreement.
or which is not made or 
used in accordance with this Agreement, or for which
specific conditions precedent to 
such release have been reversed, discontinued or
otherwise impeded, A.I.D., notwithstanding the availability or exercise of any
other remedies under this Agreement, may require the Grantee 
to refund the amount
of such funds to 
the Special Local Currency Account within ninety (90) days after
receipt of a request therefor.
 

SECTION 5.8: Rate of Exchange.
 

Except as 
the Parties may otherwise agree in writing, for purposes of
determining the amount of local currency which is equivalent to disbursements
under the Grant, the Grantee shall use the highest rate of exchange which, on the
date the disbursement is made, 
is not unlawful in the Republic of Cameroon, and in
no 
 v-vent may this rate be less than the published rate of the U.S. Government's
Disbursing Agent, or 
the U.S. Treasury, through its authorized Disbursing Officer
for the Fran-7 Zone. 
 As used in the preceding sentence, "highest race of exchange"
means 
the rate of exchange which yields the greatest number of units of local
 currency per U.S. dollar.
 

Article 6: Covelanj.
 

SECTION 6.1: Completeness of Information.
 

The Grantee confirms:
 

(a) That the facts and circumstances of which it has informed A.I.D., 
or
caused A.I.D. to be informed, in the course of reaching agreement with A.I.D. on
this Grant, 
are accurate and complete, and include all facts and circumstances
thac might materiaily affect this Grant and the discharge of responsibilicies

under this Agreement; and
 



. at :: will inform A.:.D. 
 in timely fashion of any subsequent facts and
:irc'mstances 
that might macerially affect, 
or
might so affect, the Grant or 
that it is reasonable to believe


the discharge of responsibilities under :-is
 
.greemenz.
 

SECTION 6.2: 
 Books and Records.
 

-he Grantee will maintain financial records, in accordance with generally
accepted accounting principles and practices consistently applied, to
compliance with this Agreement. assure
Such records shall be maintained for at least
three years after the date of last utilization by the Grantee of funds from the
Separate Dollar Account and shall be made available upon request for examination
at any reasonable 
time by authcrized representatives of A.I.D. 
 Financial records
shall be suitable, 
at a minimum, to document the withdrawal and disposition of
.unds 
from the Separate Dollar Account for acceptable purposes.
 

5ECTON 6.3: Reports.
 

,,a) Unless A.I.D. agrees otherwise in writing, the Grantee will
A.I.D., furnish to
in form and substance satisfactory to A.I.D., quarterly reports
uses of on the
funds from the Separate Dollar Account. 
 The first report will be due
three months after the initial disbursement under the Grant and subsequent reports
shall be furnished to A.I.D. at ensuing three-month intervals until the Grantee
has satisfactorily reported on the uses of all funds in the Separate Dollar
Account. :n 
the report, the Grantee shall certify that books and records relating
to the use of the 

caused to 

funds in the Separate Dollar Account are being maintained or
be maintained, in accordance with Section 6.2 of this Agreemen,:. 
 Within
sixty (60) days of receiving each report, A.I.D. will advise the Grante. whether
or not the 
reported uses of the Separate Dollar Account are unacceptable. 
W'ithin
thirty (20) days of being notified by A.I.D. that a reported use of the Separate
Dollar Account is unacceptable, the Grantee shall redeposit in the 
Separate Dollar
Account an amount equal to any funds applied to 
the unacceptable use.
 

(b) The Grantee will furnish to A.I.D. such other reports and information
relating to the Grant, the Separate Dollar Account, the Special Local Currency
Account and the performance of the Grantee's obligations under this Agreement as
A.I.D. may reasonabry request.
 

SECTION 6.4: 
SpecialCovenants
 

(a) The Grant will be free from any taxation or fees imposed or 
to be imposed

under the laws in effect in the Republic of Cameroon.
 

(b) The Grant will not be used to finance military, paramilitary or police
requirements of any kind, including training or
services the procurement of coumodities or
to be used by the military or police, 
or to pay principal or interest on
loans to the military or police.
 

(c) During the life of the Program the Government of the Republic of Cameroon
shall consult with A.I.D. on an ongoing basis for the specific purpose of
implementing the reforms proposed to be achieved pursuant to the Program as
provided for and evidenced by this Agreement.
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d) During :he life of the Program the Government of the Republic ofCameroon:
 

1;, snall not interfere with the 
internal affairs of the NOIFZ; 
and
 
'ii)shall comply in all respects with all of the provisions of the
Ordinance and the Implementing Regulations.
 

(e) During :he life of the Program the Government of the Republic of Cameroon
agrees That:
 

(i) It shall not permit or cause funds 
to be released from the Special
Local 
-urrencv Account unless the written agreement provided for in
Section 5.2 of this Agreement relating to 
a particular disbursement of
funds from the Special Local Currency Account has been signed b': 
A.I.D
:he Grantee and any and all recipients of the Special Local Currency
Account funds released pursuant to 
such disbursement; 
and
 
(ii) any funds disbursed from the Special Local Currency Account will be
used only for the purposes specified in such written agreement.
 

(f) If, within ten (10) days of the fulfillment to A.I.D.'s satisfaction of
the conditions precedent to disbursement of Special Local Currency Account funds
referred to 
in Section 5.2(a)(ii) of this Agreement the Government of the Republic
of Cameroon fails to 
sign the written agreement with A.I.D. and the recipients of
funds disbursed from the Special Local Currency Account (as provided in Section
5.2 of this Agreement), then the Government of the Republic of Cameroon shall,
within 10 days of its 
failure to 
sign, refund to 
the Special Dollar Account the
amount of the last disbursement of dollars made by A.I.D. into the Special Dollar
Account and any interest accrued thereon.
 

(g) Beginning on September 30, 
1991 and continuing annually thereafter during
the life of the Program (including the Third, Fourth and Fifth Terms as defined in
Section 5.5 herein), the Government of the Republic 3f Cameroon as 
represented by
the Ministry in charge of industrial development agrees to meet with A.I.D., 
the
NOIFZ, the Industrial Free Zone Administrative Service, and, up until the end of
the Second Term, with the IPC, for the purpose of assessing the functioning of the
NOIFZ, the IPC and the uperation of the Free Zone Regime generally and for
determining subsequent disbursements of local currency from the Special Local
Currency Account.
 

(h) The Government of the Republic of Cameroon shall, during the life of the
Program, maincain in full force and effect the policy reforms implemented in
compliance with the Ordinance and the Implementing Regulations and all of the
conditions precedent to any disbursement of dollars to 
the Separate Dollar

Account.
 

(i) The Government of the Republic of Cameroon shall provide a copy of this
Agreement to 
the NOIFZ and the IPC.
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 ?obert Shoemaker, P2 / 

:ameroon Program for Policy Reform in the Export Processing
Sector 
(PREPS: 631-T-604/631-0074 and 631-T-604/631-0082)
 

PPOBLEM: 
 You are requested to approve

"evelopment Fund 

a grant for $6,160,000 from the
for Africa account for the five-year Program for Policy
Reform in the 
 xport Processing Sector (PREPS).
will Ie Of this amount, $3,100,000
provided in non-project assistance and $3,060,000 in project
assistance. 
 The planned FY 1990 obligation is
$1,300,000 $2,000,000 consisting ofin non-project assistance and $700,000 in project assistance.
 
::SCUSS::N: 
 The purpose of 

implementation of 

the PREPS is to support the development and
a privately-managed Free Zone Regime which operates
efficiently and 
in strict adherence with the
2ameroon Free Zone intent and provisions of the
'aw (Ordinance 001, January 29, 1990).
reduce tte overextended role of the public sector in the 
PREPS will help to
 

processing. area of export
The program will support the establishment and operation of
private National Office of Industrial the
-ree Zones
operation of (NOIFZ), the development and
a private transitional Investment Promotion Center
:plementation of (:PC), and t-'
new institutional arrangements regarding investment
approval, customs clearance, dispute settlement, labor laws and
of adminstrative services required by Free 
the provisLon
 

Zone investors.
 

PREPS will 
include activities related to the 
following: 
 (a) establishment of
clear and transparent rules, regulations, and procedures Io bring into full
effect the rights and incentives created by the 
Free Zone Law enacted in 1990:
(o) implementation of practices and procedures in ways to ensure strict
compliance with and enforcement of 
the Free Zone Law; and (c) acquisition of
technical expertise, institutional capacity and support materials to 
ensure
that the entities created under the Regime operate independently and
efficiently. 
 By the end of the program, PREPS will have helped to create an
environment where the local private sector 
can compete in world markets as
indicated by reductions in time and costs 
ey--- processing-business in Cameroon. 
required to establish and operate an
The immediate beneficiaries of
will be: the
 

. 
(a) investors in the Free Zone, (b) businesses which supply
and serivces to Free Zone enterprises and (c) employees of Free Zone
onterprises, of businesses supplying goods and services to Free Zone
enterprises and of the regulatory and administratve entities involved in the
Regime. 
 The people of Cameroon will be the ultimate beneficiries regarding
increases in: 
 (a) employment opportunities, 
(b) the diversification of the
country's production and export base, (c) value added, (d) export 
revenues and
foreign exchange, (e) access to managerial and production technology and 
(f)
foreign and domestic investment.
 

The drammatic decline in the rate of economic growth in Cameroon since 1986 
is
directly related to the country's reliance on a narrow production and export
base. 
 In recent years, oil, coffee and cocoa
percent of have accounted for about 80
total export earnings.

plunged, As world prices for these comodities
so did Cameroon's rate of growth in GDP. 
 The major constraints to
the development and diversification of the export processing sector are 
the
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1st.ativel


7he 'R.C ee deaays, corructiond and port
adocted der
-,e P"- rmined
Zone ges and LtZ
secutity Problems.
Law to address
p'Ovides atrrractive incentive that 

these constraints.
70st successfjl are cmpetitive With those 

:he s
-
i! Free Zone -,itie
c Pr-'~ely-anaae withtrthns.
Recimes throughout fOUndfne
1:O , _ Ln the
-Dvatelymanagd O~ghot the world.
NorFZ) is .1oreover, tne ?egimeThe regulatory body created by the Law (i.e.,snoc 
a private, non-Profit organizationfor Free Zone investment approval. 

which will 
eRgm

the
 serve as a one-stop
Provision of administrative 

services to 

The NOIFZ will will oversee
investors the
(i.e., 
labor permits
 
residency permits and visas) and the system of on-site customs Clearance 

addition, mechanisms regarding dispute settlement involving Free Zone
 
avestors 
will be Zn
implemented under the Regime and the country's rigid labor
 

laws ,ill 
be 
relaxed regarding hiring, firing and the establishment 
wages. of minimumfrn n h
.he GRC will provide

grants under PREPS. 

tne local currency equivalent
The local currency of
develaprent andezoand 
operatingmenc 

costs of the
cy l u ed t 

the A.I..
pera in 
 III be used to supportcashsecspo
the
NOIFZ for
two years. five years and the
and training 7e pro-ect component of PC forfor PREPS Will
the staffs of the NOrFZ, the 
provide technical aszistance


rC,
actz ltl s w 

GRC entit:es and Free Zone developers, enterprises
ll lso znc ude Zone customs,
activities o . [ 
 woers
nt ror sesand workers.
a Thhe
Will also include mon±toring, evaluation and audit exercises

, [o ec tt 
FlNANCIAL ePLAN: 
 The total estimated cost 
of the 

$4,600,000. 

program is $10,921,000. 

this amount, A.r.o. will provide $6,160,000 and the GRC will provide 

Of
:he dollar breakdown of 
the A.I.D. and GRC contributions 
over 
life of the program is indicated below: the
 

A.r.D. 

GRC*
($000)


Cash Grants ($000)
 
3,100
Technical Assistance 3,100
 
2,654


Training
rn-Kind Support 406
 
4 


1.661
 
TOTAL 


6,160 

4,761
 

' Local currency equivalent
 

Zone Regime in the form of 


In addition, the private sector will contribute to the development of the Free
contributions user and other fees, 
as well as 
through direct

to the start-up and initial operations of the NOIFZ.
Socio-economic, 
Technical and Environment Considerations:
technical considerations 


Studies related to 
The analytical and
for PREPS are based on a series of comprehensive
the Free Zone that
the last two years. were financed by A.I.D. and OPIC over
the GRC and the Cameroonian private sector. 


These studies were performed in close consultation with
Information generated from
 
surveys Of potential local and foreign investors in the Free Zone also
 
provided input into the development of the program.
examination recommended 
a categorical exclusion with which the Bureau
 

The initial environmental
Environmental Officer concurred (See Annex F of PAAri/oissusaa Z. - - ,_ . 
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:MP..... :O-: 
The implementation

:eviewd zy t,.e 

arrangements 
describedUSAID program corunittee in the PAAD/pp weresufficient to and found 
to be realistic and
carry out the program. 
 The Ministry of 
 Industrial and
 
om-mercial Development (MINDIc) is the GRC agency responsible for
 
L plementation. 
 The NOIFZ is the key private sector 
implementing
pro3ect inputs will be provided thrugh direct A.I.D. 

agency. The
 
contracts.
 

' ST:F:V*%7: N 70 CO GP
Jmly 27, SS: A Congressional Notification 
was submitted 
on
 
i90 and expired on August Ii, 1990 without objection.
 

WA7VERS: 
 .'o waivers are
CCNDITVEus anticipated.
 
TS
tne PAA3/PP for A2NN DCCEN . TS.complete listing of 

Please refer 
to Chapter
PREPS. v, Section c of
the conditions and covenants
The conditions support reforms directed at 

related to


the following areas: 

the excessive regulatory and administrative environment regarding the 

(a)
establinment and operation of a export processing business:
inefficient and irregular customs 
 (b) the
administratively-determined system; 
(c) the restricitve system of
wages; and 
(d) the inefficient legal system which
lacks enforcement capability.
 
?ECOMMENDAT:CN;: 
That you sign the attached Project Authorization, Project
 
Paper Facesheet and PAAD Authorization Facesheet, thereby:
life-of-project 
 (a) authorizing

life-of-project funding of $3,060,000, (b) approving in principal a 

a
 
funding for the non-project assistance component of S3,100,000
 

and (c) authorizing 
a FY 1990 non-project assistance obligation of $1,300,00o.
 

Approved:
 

Disapprov d:_ 

Date: 




PROJECT AUTHORIZATION
 

CoUntr'y: 
 Republic of Cameroon
 

Pro]ect :ame: 
 Policy Reform in the Export Processing Sector
 

?roIect i :er:531-0082 (PAAD Ref: 631-T-604)
 

I. Pursuant 7o 
Section 121 of the Foreign Assistance Act of i961,
: as amended,nereoy authorize the Program for Policy Reform in the Export Processing
Sector Project (the 'Project') for Cameroon (the 'Cooperating Country*),
involving planned obligations of not 
to exceed Three Million Sixty-Thousand
United States dollars ($3,060,000) in grant funds (the 'Grant') over a
0ive-vear period from tne date of 
authorization, subject to
of the availability
funds in accordance with the A.I.D. OYB/allotment process, to help in
f-nancing tecnnical assistance, training, monitoring and evaluation for the
Project. 
 The planned life of the Project is through December 31, 
1995.
 
2. The Project consists nf technical assistance, training, monitoring and
evaluation activities required to implement and support the Program for Policy
Reform in t e Export Processing Sector (PREPS) 
for Cameroon.
contributes to it therefore
the overall purpose of policy reform in 
the export processing

sector.
 

3. The Project Agreement, which may be negotiated and executed by the officer
to whom such authority is delegated in accordance with A.I.D. Regulations 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.I.D. may deemn appropriate.
 

a. 
Source and Origin of Commodities, Nationality of Services
 

(1) The suppliers of services financed by A.I.D. under the
Project shall have the Cooperating Country or 
countries included in A.I.D.
Geographic Code 899 
as 
their place of nationality, except as A.I.D. may
otherwise agree in writing.
 

(2) Air travel and transportation to and from the United
States must be upon certified U.S.-flag carriers if such are available.
 

Date Uohnon, Director
 
USAID/Yaounde
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I. Introduction and Executive Summary
 

A. Introduction and Problem
 

The program of Policy Reform in the Export Processing Sector (PREPS) is a five-year
 
intervention to help Cameroon implement its newly enacted Free Zone Regime. 
Over
 
the life of the program, A.I.D.'s total 'lanned authorization under PREPS is
 
$6,160,000 from the Development Fund for Africa. This amount includes $3,100,000
 
in sector cash grants to be disbursed in three annual tranches during the period
 
FY 1990-92, and $3,060,000 for project assistance. The PACD is December 31, 1995.
 
The Government of the Republic of Cameroon (GRC) will contribute the Franc CFA
 
equivalent of each dollar disbursed by the 
sector cash grant and in-kind support
 
to the project component of the program valued at $1,661,545. In addition, the
 
Cameroonian private sector is expected to provide direct financial support to 
the
 
export processing sector in the form of both user fees and direct contributions for
 
the development and operating costs of the 
Free Zone Regime's privately-managed
 
regulatory body, the National Office of Industrial Free Zones (NOIFZ).
 

Historically, economic growth in Cameroon has depended on growth 
n the agriculture
 
sector. Prior to 1978, agriculture accounted for 30 percent of GDP, 80 percent of
 
total exports and over 75 percent of total employment. However, in 1978 Cameroon
 
began to expand its production of oil. Between 1980 and 1985, oil production as a
 
share of GDP increased from less than 3 percent to 19 percent. In turn, economic
 
growth increased dramatically at an average annual rate of 9 percent during this
 
period compared to 5.2 percent during the period 1971-81. However, this impressive
 
growth rate was not sustainable because the economy was heavily dependent upon a
 
narrow production and export base. 
 Cameroon's export sector is highly concentrated
 
within three main commodity groups (petroleum, coffee and cocoa), which accounted
 
for over 80 percent of the country's export bill in 1984/85.
 

Growth in GDP declined sharply in 1986 when the world market price for oil, coffee,
 
and cocoa began to plummet. Real GDP declined at an annual average rate of 2.3
 
percent and 7.7 percent, respectively, during 1986/87 and 1987/88. The effects of
 
the drastic reduction in export revenues have permeated the entire economy and have
 
reduced the Government's ability to sustain its system of heavy-handed

a&ministrative control which had the public sector involved in almost every major
 
aspect of economic life. A short to medium-term financial crisis triggered by the
 
government's inability to meet its financial obligations and the high level of non
performing loans in the banking sector is contributing to the ongoing economic
 
crisis.
 

In order to attain sustainable economic growth, Cameroon should expand and diversify

its production and export base away from petroleum, coffee and cocoa and toward
 
higher-value added agro-industrial, manufacturing and service related activities.
 
This will require the elimination of economic distortions which presently hinder
 
the efficient use of the country's scarce resources and production of goods and
 
services. The GRC recognizes that the economy suffers from severe structural
 
problems and has responded by promoting a sound policy environment through its
 
Structural Adjustment Program (SAP) which is being supported by both the IMF and
 
the World Bank. Changes in industrial and trade policies form the basis of the SAP.
 

The GRC's demonstrated commitment to improved trade policies goes beyond the broad
based reforms being pursued under the SAP. On January 29, 1990, President Paul Biya
 



signed into law a Presidential Ordinance creating the Free Zone Regime. 
The Regime

provides world-class incentives and creates institutional arrangements essential
 
to the promotion of a diversified and internationally competitive production and
 
export base. 
 In addition, the Free Zone Regime will promote increased value-added,
 
foreign exchange earnings, and employment. The assistance proposed by PREPS will
 
support both the Government and the private sector in Cameroon in fully implementing
 
the Free Zone Regime.
 

B. Background on the Program of Policy Reform in the Export Sector
 

In 1988, A.I.D. and the Overseas Private Investment Corporation (OPIC) began

assessing the potential for the development of competitive private export processing
 
zones in Sub-saharan Africa (SSA). Based 
on a series of technical and political

analyses and indications 
of interest from potential investors, Cameroon was
 
recommended as one of two SSA countries 
(the other being Togo) for the development
 
of a world-class export processing zone or "Free Zone."
 

Major technical findings regarding the comparative advantages of an EPZ in Cameroon
 
include the following.
 

o 	 Cameroon's abundance of raw materials and natural resources places it in
 
a 
strong position to attract resource-based industries, such as agro
processing, pharmaceutical, and chemical production operations.
 

" 	 Cameroon's dynamic private sector makes it an ideal candidate for joint
 
venture operations with foreign firms who have 
access to world markets,
 
modern technology and financial capital.
 

" Cameroon's attractiveness to potential investors is bolstered by the
 
country's large, well-educated and bilingual labor force, excellent supply

of hydroelectric power at internationally competitive rates, a good port
 
infrastructure, the maintenance of frequent air service by major
 
international carriers and abundant land for industrial development.
 

The findings also suggested that the major impediments to the development of a
 
competitive Free Zone was Cameroon's artificially high, administratively-determined
 
wage rates, its complex system of wage categories, and its reputation for
 
corruption, bureaucratic 
delays, and port security problems. Based on these
 
findings, 
OPIC and AID procured technical expertise in the area of Free Zone
 
development to assess: (a) the Government's willingness to implement changes in
 
legislation, regulations and administrative procedures deemed to be essential 
to
 
create a world-class Free Zone environment; and (b) the private sector's degree of
 
interest in participating in the development 
of a 	Free Zone Regime and in
 
establishing enterprises under the Regime. 
 The conclusion of this assessment was
 
that a commercially viable, privately-managed Free Zone Regime could be established 
in Cameroon. Based on this assessment, OPIC and A.I.D. announced on August 1, 1989 
that a pre-feasibility study would be financed.
 

The pre-feasibility study involved the following aspects: 
 (a) providing technical
 
assistance to the GRC in developing a world-class Free Zone Law; (b) evaluating
 
potential zone locations within Cameroon and performing a detailed analysis of the
 
most promising locations; 
(c) surveying potential foreign investors interested in
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establishing enterprises within 
a Cameroon Free Zone Regime and exploring the
 
possibilities for joint venture arrangements with Cameroonian investors; (d)
 
developing a master plan, including preliminary capital cost estimates and financial
 
analyses of the proposed zone; and (e) developing a business prospectus and making
 
detailed presentations to potential zone developers throughout the world. 
A series
 
of benchmarks were also established by OPIC and A.I.D. to evaluate whether
 
developments justified continuing with the process. In February 1990, OPIC 
and
 
A.I.D. announced that based on the preliminary conclusions of 
the capital cost
 
analysis and the passage of the Cameroon Free Zone Law and its world-class package
 
of incentives, 
a decision had been taken to proceed with the international market
 
survey. In June 1990 a second benchmark was reached when OPIC and A.I.D. announced
 
that the conclusions of the international market survey were positive and warranted
 
moving onto the final stage of the exercise--the identification of potential Free
 
Zone developers. It is anticipated that a developer or consortium of developers
 
for the first industrial Free Zone in Cameroon will be identified by the end of
 
calendar year 1990.
 

Concurrently with the on-going A.I.D./OPIC African Free Zone Initiative,
 
USAID/Cameroon provided resources for technical assistance in support of the
 
Cameroon Free Zone Regime. Key government and private sector players involved in
 
the development of the Cameroon Regime were sponsored on observational tours to Free
 
Zones in Mauritius, the Dominican Republic and Costa Rica. In addition, the Mission
 
initiated a technical assistance effort in April 1990 to assist the GRC in designing
 
and developing the following: (a) the implementing regulations for the Free Zone
 
Regime; (b) the structure, operations and procedures of the privately-managed NOIFZ;
 
(c) the structure, operations, procedures and strategy for an investment promotion
 
office; (d) the organization and procedures of the Free Zone customs regime; and
 
(e) the .,ppropriate financial mechanisms to 
facilitate investment and trade of
 
industrial Free Zone enterprises. This work provides the analytical basis for the
 
design of PREPS.
 

C. Program Description
 

The goal of PREPS is to assist Cameroon to increase investment, employment and
 
production and to expand markets in the export processing sector. Attainment of
 
this goal will promote broad-based economic growth by: (1) increasing export volume
 
and value, (2) diversifying production into non-traditional and higher value-added
 
exports, (3) expanding the number of export-oriented firms, (4) increasing new
 
employment, and (5) fostering linkages between Free Zone 
activities and local
 
suppliers of goods and services.
 

The purpose of PREPS is to support the development and implementation of a privately
 
managed Free Zone'Regime which operates efficiently and in strict adherence with
 
the intent and provisions of the Cameroon Free Zone Law. Attainment 
of- the
 
program's purpose will 
result in increased economic efficiency as indicated by
 
decreased time and costs associated with the establishment and operation of business
 
activities under the Free Zone Regime.
 

The outputs that will be produced by the program to attain the purpose include the
 
implementation of a number of the Regime's policy reforms that reduce the
 
constraints to creating an environment free from distortions caused by inappropriate
 
GRC involvement in the regulation and administration of the economy. These reforms
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are directed at the following: 
(I) the excessive regulatory and administrative
 
environment regarding the establishment and operation of a business; (2) the
 
inefficient and irregular customs system; (3) the 
restrictive labor regulatory
 
system; and (4) the inefficient legal system which lacks enforcement capability.
 

The inputs that have been programmed to attain these outputs are (I) three sector
 
cash grants that will assist the GRC and Free Zone entities to implement the Regime
 
efficiently and in compliance with the 
intent and provisions of the Free Zone Law
 
and (2) technical assistance, training, research, and material support to develop

and promote the institutional capacity of the 
National Office of Industrial Free
 
Zones (NOIFZ), the Free Zone customs unit, the public services which support Free
 
Zone development and the provisional Investment Promotion 
Center (IPC). In
 
addition, technical assistance will be provided to monitor and evaluate program
 
progress and to meet audit requirements.
 

D. Financial Plan
 

The total A.I.D. contribution planned for authorization under PREPS is $6.16
 
million. This amount will finance the following input3.
 

($ 000) (Percent of Total) 

Cash Grants 	 3,100 
 51.0
 

Technical Assistance 	 2,654 
 43.0
 

Training 	 406 6.0
 

Total 	 6,160 100.0
 

Note: 	 Inflation calculated into all line items at a 5 percent compounded average
 
annual rate.
 

In addition to 
the aDove amounts which are proposed for authorization under PREPS
 
approximately $400,000 in Mission allotted PD&S funds will be used to 
finance
 
complementary research activites 
related to the implementation of the Free Zone
 
Regime.
 

E. Program Issues
 

The ECPR Review of the PREPS PAIP/PID (See State 247714 in Annex B) yielded no
 
major issues for resolution and authorization was given for field approval of the
 
implementation document. However, the ECPR gave guidance to the Mission in the
 
following six areas.
 

1. Export Development Constraints
 

The ECPR expressed concern that the Free Zone Regime might not be 
sufficient to
 
overcome some 
of the serious constraints to export development, particularly with
 
regard to the overvaluation of the Franc CFA. 
The Mission was requested to analyze
 
the country's comparative advantages and discuss how the Free Zone Regime would
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address existing constraints to export development. Chapter III discusses this
 
issue in detail. The conclusion is that 
the Free Zone Regime directly addresses
 
the primary constraints to export development, including the problem 
of the
 
overvaluation in the real effective exchange rate. 
Any depreciation in the nominal
 
exchange rate (which is highly likely, but beyond the scope of PREPS) would simply

further support the development of an internationally competitive export processing
 
sector.
 

2. Demand Analysis
 

The Review noted that the PAIP/PID did not contain information on the demand for
 
the Free Zone Regime in terms of potential enterprises and products. *Ihe Bureau
 
recognized, however, that the results of the international market survey performed

under the OPIC/A.I.D African Free Zone Initiative had just 
recently become
 
available. 
Hence, the Mission was requested to discuss the results of this analysis

of the potential demand for the Cameroon Free Zone Regime in the PAAD. 
 Details
 
regarding the results of both the international market survey and the MAPS private
 
sector survey are presented in Chapter III. These surveys reveal that a high level
 
of interest by agro-processing (i.e., food-processing, wood-processing, etc.),

apparel, mechanical assembly electronics, pharmaceuticals, chemicals and other
 
manufacturing activities, as well as information-based service activities, in the
 
Cameroon Free Zone Regime. Likely markets include Europe, 
the United States and
 
Africa.
 

3. Program Modality
 

The Review suggested that since the NOIFZ and IPC are 
to be the ultimate
 
beneficiaries of PREPS, the Mission should consider a project approach (rather than
 
a non-project approach) that would directly allocate dollars to 
the local currency

costs of these institutions. 
The Mission reviewed in great detail the programming

modalities that would best meet the objectives being pursued under PREPS. 
 As
 
discussed in 
 Chapter IV, the Mission decided that a blended, non-project

assistance/project assistance midality would best meet these objectives. 
By tying

dollar resources to actions that would be required solely by 
the Government, the
 
Mission would be maintaining appropriate leverago vis-a-vis this key player in the
 
implementation of the Regime. Similarly, by tying 
the disbursement of local
 
currency resources to actions that would be required by the NOIFZ and IPC, the
 
Mission would be maintaining appropriate leverage vis-a-vis the other key players.

A combination of the 
two modalities allows each group to be held accountable to
 
actions that it alone controls. In addition, a sufficient buffer was being

programmed so that delays in Government actions would not unduly interfere with the
 
budgetary requirements of the NOIFZ and the IPC.
 

4. Private Sector Risk
 

The Review recommended that a private sector commitment to the 
Free Zone Regime

should be expressed in the form of an upfront financial contribution to the NOIFZ.
 
The Mission was requested to contact the private sector Free Zone Advocacy Group

and discuss appropriate levels and mechanisms 
for private sector financial
 
contributions in support of the Free Zone Regime. 
Chapter VII discusses in detail
 
the actions taken by the Mission in this regard. At present, the Free Zone Advocacy

Group has agreed to cover the up-front costs of establishing the NOIFZ. In
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addition, the Group has created a working committee that is to study and propose

appropriate mechanisms for generating broad-based private sector financial support.
 
It is expected that the Free Zone Advocacy Group will formally develop and propose
 
a mechanism to the Mission by the end of this calendar year.
 

S. Recurrent Costs
 

Concern was expressed during the Review over the 
long-term financing requirements
 
of the NOIFZ. It was determined that a recurrent cost analysis should be performed.
 
Chapter VIII provides a detailed analysis of the recurrent costs of the NOIFZ under
 
three alternative scenarios regarding the likely number of enterprises to be
 
established under the Free Zone Regime during the program 
period. A.I.D.'s
 
financial contribution will be phased-out on a declining basis 
over the five-year

life of program and will be replaced by a combination of user fees and other fee
based resources to be determined by the NOIFZ. Specific conditions precedent
 
regarding the access 
to and use of A.I.D. resources, including the requirement of
 
a detailed financial plan regarding alternative revenue sources, have been designed
 
into PREPS in order to ensure that NOIFZ will be self-sustaining by the end of the
 
program period.
 

6. Program Evaluation/Monitoring
 

The Review requested that the PAAD/PP discuss more clearly the program monitoring
 
system and outline the responsibilities of the GRC, the NOIFZ and the Mission,
 
specifically with regard to the maintenance of impact statistics for Free Zone
 
investment and employment. A comprehensive monitoring and evaluation plan is
 
included in Chapter V. 
PD&S funds will be used to collect data and conduct special
 
studies related to the attainment of program objectives. In addition, the NOIFZ
 
is required by law to maintain and publish annual statistics regarding Fre- Zone
 
investment, exports, land area developed, buildings occupied, jobs 
created, and
 
foreign exchange earnings.
 

7. Authorized Uses for Cash Grants
 

The Review requested that the Mission clearly address in the PAAD/PP how dollar
 
resources under a PREP' NPA mode would be used. The purpose for which dollar funds
 
will be disbursed under PREPS is discusied in detail in Chapter VII, Section D.
 
Approved uses, in order of priority, are: importation of goods from the U.S.;
 
imporr.ition of goods from other countries included in 
A.I.D. Geographic Code 899,

and in conformity with the policies of the Grantee; paym3nt of debts owed by the
 
Grantee to the U.S. (other than payment of principal or interest on loans or credits
 
which originally financed military imports or other military requirements), provided

that payment of such debts is consistent with the agreed rescheduling arrangements
 
where applicable; payment of a debt owed by the Grantee to a multilateral bank or
 
to the International Monetary Fund; or such other uses as A.I.D. and the GRC may
 
agree to in writing.
 

F. Structure of this PAAD/PP
 

The PAAD/PP is organized as follows. Chapter II provides an overview of recent
 
macroeconomic developments in Cameroon. 
This traces the country's economic history
 
from the oil, coffee and cocoa boom years of the 1970s and early 1980s to the period
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of economic and financial crisis which currently plagues the country. Chapter III
 
discusses Cameroon's comparative advantages, the existing constraints ro the
 
country's export development and the need for policy reform in the export sector.
 
The chapter also provides details regarding the Cameroon Free Zone Regime and how
 
it addresses the existing constraints to export development, as well as an overview
 
of the potential demand for the Free Zone Regime. 
Chapter IV presents a description
 
of the PREPS program. In particular, it discusses the program's goal, purpose,
 
strategy, modality, reform 
agenda and primary inputs and activities. Chapter V
 
highlights the monitoring, evaluation and audit plans for PREPS, while Chapter VI
 
discusses PREPS's program management, procurement and implementation and Chapter

VII presents the cost estimate and financial plan for PREPS. The PAAD/PP concludes
 
by presenting an economic, financial, institutional and social feasibility analysis

of PREPS. 
A series of annexes are also provided as noted in the Table of Contents.
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II. The Macroeconomic Environment in Cameroon
 

Economic growth in Cameroon was relatively rapid throughout the seventies and into

the mid-eighties. 
 Growth was led by export earnings from agricultural products,

principally cocoa and coffee. 
Gross domesti.c product increased at an average annual
rate of 5.2 percent from FCFA 320 billion in 1970/71 FCFA in
to 1,800 billion

1980/81. The substantial expansion of oil production beginning in 1978 
further
accelerated growth in GDP to 9 percent annually from 1980/81 
to 1985/86, with per

capita income reaching the equivalent of $800. The decline in the world price of
oil beginning in 1986 and the subsequent precipitous reduction in world cocoa and
coffee prices beginning in 1987 and continuing up to the present have cut export
earnings by almost one-third overall. This dramatic decline 
in export earnings

produced an economic recession and a financial crisis which the country is presently

struggling to overcome.
 

The long period of growth and of increasing income levels was able 
to sustain an
inefficient and uncompetitive production 
and trade base. In particular, the
government was able to maintain a protectionist trade policy which permitted the
growth of a highly 
inefficient parastatal sector, including state-owned banks.

This period of 
growth and rising incomes also led to the expansion and overextension of an inefficient public sector bureaucracy. A system of heavy-handed
administrative control was sustained which had the Government involved in almost
 
every major aspect of economic life (i.e., 
price controls, margin controls, wage
controls, import licenses, quantitative restrictions, interest rate controls, credit

controls, etc.). 
When faced with the sudden drop in export earnings, the weaknesses
of this system and its inability to adjust to the changed circumstances became

evident as both the Government and the parastatals began drawing down their deposits
in the banking system and accumulating internal and external arrears 
regarding theirpayment obligations to banks and to 
the 

suppliers of goods and services. In addition,
produce marketing for co,:oa coffeeboard and was unable to pay farmers theproducer price for their crops 
which resulted in an accumulation of arrears


regarding crop credit provided by the banking system. 
 In turn, the fragility of
the banking system became apparent. Commercial banks could no longer carry 
the

already sizeable and growing bad debts as 
their deposit base dwindled. Credit for
 
new enterprises and activities was simply unavailable.
 

Believing that the crisis was of a short-term nature, the GRC initially increased

its budgetary expenditures by one-third in 1986/87 while revenues declined by 18
percent. 
 Beginning in 1987/88, however, the Government began to take direct action
by cutting expenditures, particularly capital expenditures which declined by almost

60 percent. The overall fiscal deficit (which was 13 percent of GDP in 1986/87 on
 a commitment basis) declined to 
6 percent of GDP in 1987/88 and to 4 percent in

1988/89, but was 
not brought down further in 1989/90 (currently estimated at 5
percent of GDP). Due to 
the build-up of arrears, the overall fiscal deficit on a
cash basis now 
remains higher than the deficit on a commitment basis. It was 9
 percent of GDP in 1988/89 and is estimated to be 13 percent of GDP 1989/90.
in 

This does not, however, take into full account 
the payment obligations that the
Government is holding vis-a-vis the banking sector and the 
parastatal sector as

these entities become restructured. It is important to note, however, that
expenditure reductions of nearly 30 percent from 1985/86 to 1988/89 would have been
 
more than sufficient to eliminate the fiscal deficit if both the tax base and 
tax
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yields had nor also been declining. It is because of the significant reduction in
 
Government revenue triggered by a non-diversified economy which was heavily
 
dependent upon a limited 
amount of export crops that the full inefficiencies
 
previously hidden were brought to the forefront. 
The crisis had arrived and would
 
not disappear in the absence of either a major restructuring and reform effort or
 
a return to high world prices for oil, 
cocoa and coffee. With the likelihood of
 
the latter being slim, the GRC had little choice but ro attempt the former.
 

Beginning in early 1988, the GRC began discussions with the both the IMF and the
 
World Bank regarding the stabilization and structural adjustment of its economy.
 
With the support of a Stand-By Arrangement approved in September 1988 and 
a
 
Structural Adjustment Loan approved in July 1989, the GRC began to undertake actions
 
aimea at: curtailing the growth of public expenditures; strengthening and
 
broadening revenue collection; reforming the civil service; liberalizing the trade
 
regime; liquidating, privatizing, and restructuring the parastatal sector; and
 
restructuring the commercial banking system. 
The measures taken to date, however,
 
have not been sufficient to reverse the decline in tax revenues which fell 16
to 

percent of GDP in 1989/90. Moreover, the civil service has grown from 160,000 in
 
1985 to 188,000 in 1990 in spite of the fiscal crisis, while the restructuring and
 
privatization of the parastatal 
sector has been slow. On the positive side, the
 
trade regime is now significantly more open with the phased elimination of
 
quantitative restrictions and the removal of all import licensing requirements.
 
Furthermore, the restructuring of the banking sector has proceeded well. Three
 
insolvent banks (Cameroon Bank, Banque Paribas and Cameroon Development Bank) have
 
been closed down and one additional bank (the International Bank for Africa) will
 
likely be liquidated. One bank (the Societe Commerciale de Banque-Credit Lyonnais)

has already been fully restructured and recapitalized while four additional banks
 
(Societe Generale de Banque au Cameroun, the Banque Internationale pour le Commerce
 
et l'Industrie au Cameroun, the Standard Chartered Bank and the Banque

Internationale de l'Afrique Occidenti 
 ) are to be restructured and recapitalized
 
before the end of this year. The rem,--ning small commercial banks (Meridien Bank
 
and Band of Credit and Commerce Cameroon) have relatively healthy balance sheets.
 
At present, the IMF Stand-by Arrangement has become inoperative, primarily because
 
the revenue projections used in designing the program failed to materialize. Delays
 
have also occurred in meeting the second tranche conditions under the World Bank
 
SAL, although recent actions taken by the Government appear to meet the majority

of the Government's obligations. What prevents the disbursement of the second 
tranche of the SAL and the development of a new IMF Stand-by arrangement are 
agreements regarding the macroeconomic framework to be pursued by the Government, 
primarily with regard to the budget. Agreements are expected to occur during the 
World Bank/IMF Annual Meetings to be held in Washington, D.C. in September 1990. 

Medium-term prospects are for slow growth and continuing declines in per capita
 
income throughout the medium-term. Even these modest growth projections may prove
 
to be overly 
optimistic if the GRC does not move more forcefully to remove
 
inefficiencies regarding the public sector and to 
further reduce the overextended
 
role of the public sector in economic activities.
 

'1§
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III. Development of the Export Processing Sector in Cameroon
 

This chapter analyzes the extent 
to which Cameroon can develop an internationally

competitive export processing Section
sector. A provides a brief overview of
 
Cameroon's comparative advantages, particularly with regard to the country's land,

labor, infrastructure 
and dynamic private sector. Section B discusses the key

constraints that presently inhibit the development of an internationally competitive

export-processing sector in Cameroon, while Section C stresses the need for policy

reform in the export sector. Section D highlights the main components of the
 
.Cameroon Free Zone Regime and discusses how the Regime addresses the primary

constraints to export development. 
In addition, this section presents comparative

statistics which reveal that the Cameroon Free Zone Regime is 
among the best in
 
the world. 
The chapter concludes by discussing the potential demand for the Regime
 
as 
recently revealed throlugh a domestic and an international market survey.
 

A. Comparative Advantage
 

Cameroon is a country rich in natural resources and endowed with a well educated
 
labor force as well as a dynamic private sector. The country's comparative

advantages fall 
into the following five major categories: (1) rich agricultural

and abundant industrial land; (2) a large, well educated and bi-lingual labor force;

(3) plentiful and cheap electricity and water; (4) a relatively well developed

infrastructure base; and (5) a dynamic and broad-based private sector. 
 The rest
 
of this section will discuss each of these comparative advantages in detail.
 

1. Land
 

Cameroon has a vast number of different eco-systems ranging from the coastal plains

to dense tropical forests to the mountain plateaus to the high elevation savannahs
 
to desert. 
The country is blessed with a diversity of very rich soils, including

substantial areas of volcanic soil. The temperature levels found throughout

Cameroon are the most favorable found amongst the numerous tropical and temperate

countries in the region and throughout the world. With an average overall
 
population density of less than 23 persons per square kilometer, the overwhelming

majority of Cameroonian land is uninhabited. The combination of a diversity of eco
systems and agro-climates, rich soils and favorable temperatures provides the
 
country with unlimited potential for the rapid development of non-traditional
 
agricultural and agro-industrial exports, including juicing, canning, freezing, wood
 
products and furniture making.
 

Moreover, industrial land is abundant and inexpensive relative to other developing

countries. 
In the densely populated Douala area, the price of raw land designated

for industrial use averages about $9.38 per square meter, with prices in 
remote
 
areas even cheaper. 
 The land tenure policies of the country are basically sound
 
and the GRC welcomes foreign land ownership. In the Free Zone Law, land ownership

is not restricted to Cameroonian nationals or the government, which is often
 
standard practice in 
other Free Zone countries. Even though restricting the

ownership of Free Zone land to nationals is not usually a deterrent to Free Zone
 
developers (as long as long-term leases are available at market rates), this is an
 
extra advantage to foreign developers.
 



2. Labor
 

Cameroon's abundant labor force is one of the country's most important advantages.
 
With a total population of almost 11 million, an active labor force of approximately
 
5 million and a high unemployment and underemplovment rate, labor is readily
 
available. At present, two-thirds of the population lives in rural areas, although
 
there is a continuing flow of rural migration as people leave the rural areas in
 
search of jobs in the urban areas. The urban population is estimated to be
 
expanding at a rate of about 5.5 percent per year since the early 1980s, while the
 
rural population has been growing at just slightly over I percent per year.
 
Unemployment in the major cities is estimated at close 
to 30 percent and
 
underemployment even higher. 
 Official estimates place the national unemployment
 
rate at 15 percent, although unofficial estimates go as high as 30 percent.
 

The Cameroonian labor force is well educated, with a literacy rate of 68 percent

being among the highest in Africa. This high literacy rate is an important asset
 
to the development of a strong industrial sector since literacy is important 
in
 
the training stages for any industry and a significant advantage for more advanced
 
operations, such as data processing 
and other information service industries.
 
Enrollment in primary school in Cameroon is 100 percent, in secondary school over
 
23 percent and in higher education institutions about 2 percent of the school age

population. The country has made education a high priority and has devoted a
 
significant part of its national budget to education. An additional advantage
 
regarding the country's labor force 
is that both French and English are official
 
languages and are spoken by 78 percent 
and 22 percent of the population,
 
respectively. 
This bi-lingual capability will greatly facilitates communications
 
between local workers and foreign management and will serve as an important
 
advantage in attracting foreign investors to Cameroon. As will be discussed further
 
below, the existing Labor Code creates problems regarding wage level and the ability
 
to hire and fire workers freely. These problems, however, will be directly
 
addressed by provisions under the Free Zone Regime.
 

3. Infrastructure
 

(a) Electricity and Water
 

Cameroon is blessed with substantial water resources which has greatly eased any

constraints regarding power and water generation. 95 percent of the country's

electricity supply presently comes from hydroelectricity, with the hydro network
 
and capacity currently being expanded. Reliability of power supply has never been
 
a problem as is often the case in most African and other developing countries.
 
Interruptions have been low (only 3 hours 
in all of 1988) and fluctuations in
 
current (about 7 percent) are well within the normal range. Most importantly,
 
because of the country's reliance on hydro-generated power, the cost of electricity
 
in Cameroon ($0.05 per kwh) is amongst the cheapest in the world. This is in
 
contrast to Kenya, Mauritius and Cape Verde were the rates are $0.11, $0.10 and
 
$0.14, respectively. Similarly, water is readily available for industrial and
 
commercial use throughout the major urban areas. The capital city of Yaounde has
 
recently expanded its pipeline network and water distribution is no longer a
 
constraint. The cost of water in Cameroon is approximately $0.73 per cubic meter,
 
which is competitive vis-a-vis rates 
in the Caribbean Basin and Mauritius (which
 
range from $0.32 to $1.18 per cubic meter). Cameroon's water rates are very
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competitive in comparison with other West African countries such as Senegal and Cape
 
Verde where water costs approximately $2.00 per cubic meter.
 

(b) Port Facilities
 

The principal port at Douala is wel Pquipped with a general cargo 
terminal, an

agricultural products terminal, refrigerated warehouses, a wood terminal, a fishing

terminal and a modern container terminal with roll-on roll-off facilities and large

container storage areas. 
At present, the port is under-utilized due to the ongoing

economic crisis. Although the port is equipped to handle 7 million metric 
tons of

shipments per year, annual traffic is presently estimated at around 3 million metric
 
tons. 
Plans have been made for the development of a deep water port off the coastal

city of Limbe. However, this project will have await the
to return of enough

economic activity in the country to warrant its development. Shipping costs from

Cameroon to ports in Europe are competitive relative to other African countries.
 
The rate for 
a 20 foot container shipped to Europe is approximately $1,562 in
comparison to 
rates of $2,250, $2,500 and $1,130 for Kenya, Mauritius and Togo,

respectively. 
Shipping rates from Cameroon to its main end-market (Europe) are also
 
competitive relative to 
those in other offshore processing centers to their main

end-market (the U.S.), such as the Dominican Republic ($1,290), Honduras ($1,990),

Costa Rica ($2,300) and El Salvador ($2,885). The main problems regarding the port

are with regard to the high levels of port charges and troubles related to customs

clearance. As will be discussed 
further below, these two areas are directly

addressed by the Free Zone Regime.
 

(c) Airport Fccilities
 

Cameroon has three international airports capable of transporting both passengers

and freight. The 
primary airport at Douala is served by major international
 
airlines (including Swissair, Lufthansa, UTA and Sabena) and by major regional

carriers (including Air Afrique, Ethiopian Airlines 
and CAMAIR). Air freight

services are provided on a frequent basis to Europe by the above listed carriers,
 
as well as by international air courier services such 
as DHL, World Courier and

Carrier International. 
 Air freight rates, however, are expensive. Air freight

rates to Western European destinations are relatively high in comparison to 
other
 
African locations, although rates to the United States compare very favorably with

other African countries. Nonetheless, the frequency and reliability of air freight

services between Cameroon and potential future markets of Free Zone industries is
 
an important advantage over many competing Free Zone locations.
 

(d) Rail System
 

The railway system in Cameroon is the backbone of the national transport system,

with fairly substantial unused capacity. 
For example, the Yaounde-Douala link has
 
a annual capacity of 3 million tons per year, while actual traffic is 
at less than

2 million tons per year. 
 The rail system has been described as being efficient,

with good loading and unloading facilities. Up unto the present, the main items
 
of rail freight traffic have included cotton, timber and fuel. 
Given the country's

relatively poor internal road system in the rural areas, rail transportation has
 
been an important source of transportation for goods.
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(e) Road System
 

It is important to note, however, that by African standards Cameroon's road network
 
is amongst the best. Major improvements in the road infrastructure system have been
 
made over the past five years and several inter-city and intra-city road projects
 
are currently ongoing. The road system appears to be more 
than adequate for Free
 
Zone development, especially since the roads in and around Douala and to and from
 
Yaounde and Limbe are in excellent condition. The soon-to-be completed construction
 
of a major road linking the port of Douala with Kribi will allow for the opening

of the southern, mostly undeveloped part of the country. Transportation from the
 
interior of the country would be more problematic, although adequate.
 

4. A Dynamic Private Sector
 

Cameroon is fortunate in comparison to most African countries in that it has a
 
fairly dynamic and broad-based private sector. 
The private sector is well organized

through a variety of business associations, usually based on common points of
 
interest. In addition, the economic power base 
is dispersed among a variety of
 
players rather than being concentrated solely in the hands of a privileged fe,.

In contrast to other African countries, commercial activities are primarily handled
 
by a local, indigenous group (the Bamelike) rather than being the domain of the
 
Greek, Lebanese and Indian traders. Equally important, the education system has
 
allowed the country's youth to gain 
access to higher level institutions both in
country and abroad. A strong foundation for future entrepreneurs is therefore being

developed. In sum, the country has 
a strong basis for developing its potential
 
through the use of local versus foreign talent.
 

B. Existing Constraints to Export Development in Cameroon
 

In spite of the country's comparative advantages in land, labor and infrastructure
 
and the existence of a dynamic private sector, the country suffers from a variety

of legal, regulatory and institutional obstacles that have rendered its export

processing sector internationally uncompetitive. In analyzing the constraints to
 
export development in Cameroon, the Mission has drawn upon a variety of reports and
 
studies regarding the barriers to private sector development, in general, and export

development in particular.' 
These analyses identified the following impediments as
 
being the most significant constraints to the development of both of these areas:
 
(1) the excessive regulatory. environment; (2) the lengthy and costly system of
 
customs clearance; (3) the overvaluation of the Franc CFA; (4) access to credit;

(5) access to world markets; (6) inadequate road infrastructure and cost of road
 
transport; (7)inadequate and expensive telecommunication system; and (8) inadequate

legal system. The rest of this section will discuss each of these areas in detail,
 

1 These documents included: "The Private Sector in the Economy of Cameroon"
 
(IFC, 1987), 
"Cameroon Private Sector Strategy Review" (ISTI, 1987), "Regulations

Affecting the Ability to Establish a Business in Cameroon" (Ngogang, 1989),

"Regulations Affecting Economic Activity in Cameroon" (Donfack, 1989), 
"The Labor
 
Code and Labor Regulations in Cameroon" (Tchakamakoua, 1989), "Cameroon FIAS
 
Diagnostic Report" (FIAS, 1990), and a series of analyses performed by The Services
 
Group, Inc. as part of the Cameroon pre-feasibility study under the USAID/OPIC
 
Africa Free Zone Initiative.
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as well as note how these constraints will be alleviated by the Free Zone Regime.
 

I. Excessive Regulatory Environment
 

There was broad consensus among the studics that the existing 
regulatory and
 
administrative environment severely distorted the local economy and thereby hindered
 
the ability of the private s-ctor to produce goods and services efficiently. These
 
distortions were in part the result of the excessive number of permits and licenses
 
required to establish and operate a business in Cameroon, the preponderance of price

and margin controls, and rules requiring private businesses to purchase inputs

and/or services from inefficient government monopolies and quasi-monopolies.

Ngogang (1989) found that rie establishment of a business in Cameroon on 
the basis
 
of the existing system requires some 24 steps involving 20 ministries, agencies or
 
offices and taking from 6 1/2 to 25 
months to complete. The MAPS Private Sector
 
Diagnostic found similar results. 
 44 percent of the firms surveyed required 6 or
 
more permits to begin operation, with 25 percent requiring over 15 permits. In
 
turn, 44 percent of these firms required over 6 months to receive their permits,

with 24 percent requiring in ex-ess of one year. Moreover, 33 percent of the firms
 
surveyed said that they had to obtain at least 
11 permits annually in order to
 
continue to operated their business.
 

As regards the prevalence of price and margin controls, 
the IFC report concluded
 
that these controls constitute a primary constraint to private sector development.

Similarly, the ISTI study concluded that price and margin controls served as 
some
 
of che most endemic problems regarding investment in and operation of a business
 
in Cameroon. Firms are simply not allowed to determine the price at which they can
 
sell their goods and services. This problem is further exacerbated by existence
 
of local purchase rules which affects the 
cost of production. The Services Group

found that public monopolies extracted large rents at the expense of a firm's 
ability to remain competitive. 
For example, the rules and regulations of the CNCC
 
monopoly required local firms to use CAMSHIP for their shipping needs if service
 
was available. 
This raised the average cost of shipping and transporting goods by
 
over 15 percent in comparison of other internationally competitive shipping lines.
 

The existing Labor Code in Cameroon directly contributes to the high cost of labor 
in the country. Wages in Cameroon are administratively determined based on non
economic considerations rather than on productivity grounds. Employers are required
 
to pay fixed wages based on the firm's geographic location, its area of economic
 
activity and its workers' level of formal education. In addition, the Labor Code
 
is very strict regarding the procedures that must be followed and the formal reviews
 
that must be held in order to fire/hire a worker. FIAS noted that nominal wages

in Cameroon were not internationally competitive and that there was a clear need
 
to set wages on basis of productivity and efficiency. This conclusion was
 
reinforced by the findings of The Services Group which noted that the prevailing

hourly wage in Cameroon of $1.49 was almost three times the level in Ghana, Haiti,

Togo and the Dominican Republic. The rigid Labor 
Code therefore serves as a
 
formidable barrier to private sector development in Cameroon, especially with regard
 
to the production of internationally competitive goods and services.
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2. Customs Clearance Procedures
 

An important constraint to the export development in Cameroon involves the delays
 
and costs incurred under the existing system of custom clearance. A common
 
perception held throughout the private sector in Cameroon is that the Customs
 
Department is inefficient and corrupt. Goods often take two to four weeks to clear
 
customs, unless direct efforts are made to facilitate the process. These costs,
 
whether in the form of added time or money, directly add to the bottom line of doing
 
business in Cameroon. The July 1989 issue of Africa International provided a
 
lengthy expose on this problem and revealed the high levels of delay and corruption
 
which significantly increased costs to businesses in Cameroon. This was also one
 
of the primary concerns raised by The Services Group who noted that there were
 
excessive delays, costs and corruption associated with the port of Douala. The MAPS
 
Private Sector Diagnostic found that over 37 percent of the firms interviewed
 
responded that customs clearance procedures negatively affected their business
 
performance. This was further reinforced through a series of interviews and
 
discussions that the Mission staff held with local and expatriate businessmen
 
regarding their experiences with customs.
 

3. Overvaluation of the Franc CFA 

Based on recent estimates provided by the IMF, the World Bank and others, it appears 
that the Franc CFA is overvalued from 30 to 50 percent. An overvalued exchange rate 
creates, in effect, a tax on exports and provides a subsidy to imports. A clear
 
sign of this overvaluation is the sizeable deficit in the country's overall balance
 
of payments. As a member of the franc zone headed by the Banque des Etats d'Afrique
 
Centrale (BEAC), Cameroon does not have any direct control over its nominal exchange
 
rate. This rate is fixed by the French Government in return for the guaranteed full
 
convertibility of the Franc CFA at the current rate of FCFA 50 to FF 
1. This
 
overvaluation is due to the fact that the trading patterns of Cameroon and France
 
are entirely different. By fixing the parity of the Franc CFA to French Franc, the
 
value of Cameroon's currency in international markets shifts based on changes in
 
the French Franc exchange rate vis-a-vis France's trading partners. Moreover,
 
Cameroon's exchange rate does not vary at all in relation to the degree of inflation
 
occurring in the local economy. The end result is that Cameroonian exports are
 
indirectly assessed a tax of 30 to 50 percent. This severely undeicucs the
 
country's ability to produce goods and services in international markets.
 

4. Access to Credit
 

Under the existing economic and financial crisis facing Cameroon, access to credit
 
has become problematic. The primary factors affecting access to credit have been
 
the high collateral requirements imposed by the banks and the strict credit ceilings
 
imposed by the Government through its central bank. The credit ceilings have been
 
particularly severe because the sizeable amounts of non-performing outstanding
 
credit have blocked the injection of new productive credit into the economy. As
 
noted during the MAPS Private Sector Diagnostic, over 75 percent of firms employing
 
less than 100 people reported having difficulty obtaining access to credit. On
 
average, firms obtained 25 percent of their financing needs from local formal
 
financial institutions, with tontines providing 12 percent and own-resources
 
accounting for about 50 percent of the total.
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5. Access to Markets
 

The overwhelming majority of existing firms in Cameroon produce goods for sale to
 
the local market. According to the MAPS Private Sector Diagnostic, on average
 
firms sell about 92 percent of their production to the local economy. This average
 
changes only slightly among all size categories, except for the largest firms, where
 
the average proportion of the total product marketed abroad increased to 26 percent.
 
T'hile approximately 26 percent of all firms sampled believed that export activities
 
provided good prospects for investment, information on foreign markets was cited
 
as the single most important constraint to expanding or entering an export
 
operation. Throughout discussions held between Mission staff and the Cameroonian
 
private sector, knowledge of and access to foreign markets was continually referred
 
to as a key limitation to export development.
 

6. Inadequate Road Infrastructure and High Cost of Road Transport
 

Although Cameroon's road infrastructure is amongst the best in Africa, only 10
 
percent of the total road network of 33,000 km is paved. 32 percent of these roads
 
are in good condition, while 56 percent are in passable condition and the remaining
 
32 percent are in poor condition. The percentages for paved roads are 41 percent,
 
51 percent and 8 percent, respectively. According to the results of the MAPS
 
Private Sector Diagnostic, existing exporters believe that the road network is
 
inadequate to meet their needs. The combination of the poor road network and the
 
lack of accessible and affordable transport was felt to be a constraint to the
 
operations of over 50 percent of these firms operating in the agriculture and agro
industrial sector. However, the land transport constraint was felt primarily by
 
those firms exporting to the UDEAC countries, which travel inland and cross
 
Cameroon's borders with neighboring countries.
 

7. Inadequate and High Cost Telecommunication System
 

The internal telephone network in Cameroon has been unreliable with frequent service 
interruptions being common place. At present, the national telephone network is 
being modernized and an improved network offering more lines and a fully 
rehabilitated modern system should be operational by 1991. International phone 
connections in Cameroon are of excellent quality and service is reliable, with 
direct dial communication being available to most European countries, as well as 
to the Far East and North America. The key problem, ,%owever,has been with regard 
to the inefficient domestic telecommunication monopolies (i.e. , the PTT and 
INTELCAM) which render information-intensive industries uncompetitive in Cameroon. 
As in most African countries, communication rates are extremely high. For example, 
a telephone call to the United States costs about $6.56 per minute. A similar call 
from Togo or Cape Verde would cost roughly $4.70, while calls from Costa Rica ($1.68 
per minute) and Sri Lanka ($2.90) are significantly less. This is despite the fact 
that the INTELSAT rate passed onto to the local Cameroon telecommunication company 
is around $0.30 per minute. 

8. Inadequate Legal System
 

The legal system in Cameroon is widely believed to be inefficient and corrupt.
 
Case loads are severely backed up with delays of up to two years being common place.
 
Moreover, even if a business eventually brought its case to the bar it was not
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assured that its rights and privileges would be protected because of the problem
 
of judicial corruption. FIAS supported this finding by noting that the judicial
 
system in Cameroon was corrupt and highly politicized. Two-thirds of the
 
respondents in the MAPS Private Sector Diagnostic maintained that the difficultly
 
of enforcing contracts made it difficult to conduct business in the country. This
 
perception was equally shared by firms in all sectors and of all sizes. Examples
 
of this problem are widespread and include the inability of the commercial banks
 
to enforce loan repayment obligations vis-a-vis important Government officials.
 
Dispute settlement and enforcement therefore serves as a key obstacle to private
 
sector development.
 

C. The Need for Policy Reform in the Export Sector
 

As discussed in Chapter II, Cameroon's export sector is highly concentrated within
 
three main commodity groups: petroleum, coffee, and cocoa. In 1984/85, these three
 
items accounted for over 80 percent of the country's export bill and earned FCFA
 
636 billion in foreign exchange. Petroleum (54.1 percent) was the single largest
 
export item, followed by coffee (12.0 percent) and cocoa (14.1 percent). In
 
contrast, manufacture exports earned a meager CFA 59 billion in foreign exchange
 
or less than 6 percent of total export revenue. This overdependence has left the
 
country particularly vulnerable to external shocks as noted by the sharp decline
 
in export revenues since 1985 primarily due to the reduction in the world price for
 
these three commodities.
 

A combination of lower world prices and lower domestic production resulted in oil
 
revenues declining from FCFA 722 billion in 1984/85 to FCFA 232 billion in 1989/90.
 
During this period of time, oil prices declined from $27.00 per barrel to $16.36
 
per barrel, while export volume declined by 20 percent. Although cocoa export
 
volume rose by 22 percent from 1984/85 to 1989/90, this was offset by a decline in
 
world cocoa prices from FCFA 977 per kg to FCFA 353 per kg. The result was that
 
cocoa export revenues were cut in half from FCFA 107 billion in 1984/85 to FCFA 58
 
billion in 1989/90. Similarly, although the export volume of coffee increased by
 
28 percent, world coffee prices tumbled from FCFA 1,338 per kg to FCFA 600 per kg
 
for Arabica and from FCFA 1,125 per kg to FCFA 347 per kg for Robusta. In turn,
 
coffee export revenue fell from FCFA 110 billion in 1984/85 to FCFA 52 billion in
 
1989/90. During this same period of time, manufacture exports remained stagnant,
 
earning on average FCFA 49 billion per year and comprising about 10 percent of total
 
exports.
 

The lack of economic-diversification has had severe implications not only for the
 
country's balance of payments, but also for its fiscal situation, its monetary and
 
financial system and national income. It is only prudent therefore that Cameroon
 
begin to pursue policies which will broaden and diversify its production/export base
 
into higher value-added activities and thereby reduce the country's vulnerability
 
to external shocks. As discussed above in Section A, Cameroon is extrem:ly
 
fortunate to be endowed with rich natural resources, a well educated population and
 
a dynamic private sector. While there are presently severe constraints to Pyport
 
development (as noted above in Section B), policy reform measures could alleviate
 
most of the these constraints. Moreover, policy reform has a greater potential of
 
having a positive effect on the economy given that the basic building blocks are
 
already in place. The objective of export sector policy reform should be to improve
 
the investment environment and reduce the domestic distortions which have impeded
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the foreign and domestic private sectors from being able to 
invest in and exploit

those areas where Cameroon has a comparative advantage. The Cameroon Free Zone
 
Regime is designed to 
accomplish this objective. By diversifying its production
and export base into agro-industrial and resource-based manufacturing, Cameroon will 
be reducing its vulnerability to external shocks, broadening its revenue base,
increasing value added and national income, while stimulating new areas of
 
employment.
 

D. The Cameroon Free Zone Regime
 

1. Overview of the Development and Principles of the Free Zone Regime
 

On January 29, 
1990, President Paul Biya signed into law a Presidential Ordinance
 
creating a Free Zone Regime for export-oriented activities. 
 When this ordinance
 
was subsequently ratified by 
the Cameroon National Assembly on July 1, 1990, 
it

represented the culmination 
of a year-long process aimed at establishing the

foundation for development of world-class, privately-owned and operated free zones

throughout the country. In drafting the Free Zone Law, the GRC 
learned from the
 
mistakes of other countries and put together a package of regulatory and financial
 
incentives which incorporated the best aspects of the export processing zones 
in
existence. 
 Much of this insight and knowledge was gained during AID-sponsored

observational tours of the Free Zone regimes in Mauritius, the Dominican Republic

and Costa Rica. As will be discussed below, the result was a law which makes the

Cameroon Free Zone Regime competitive with the best of 
export processing zone
 
regimes worldwide.
 

There are three important principles established under the Cameroon Free Zone Regime
which will provide 
the country with an additional advantage vis-a-vis its
 
competitors. 
 First, all regulatory and administrative authority regarding 
the

establishment and operation of free 
zone enterprises previously held by various
 
government offices has been transferred to and centralized within 
the National

Office of Industril Free Zones (NOIFZ). 
 The NOIFZ will serve as a "one-stop

shop" for Free Zone investment approval, as well as 
for the provision of all public

services relevant to 
Free Zone enterprises. This 
streamlined administrative
 
approval and regulatory system will replace the current one 
which, as discussed
 
above, can require some 24 steps involving 20 ministries, agencies or offices and
 
taking from 6 1/2 to 25 months to complete.
 

Second, the Free Zone regulatory and administrative authority (i.e., the NOIFZ)

is headed by 
a mixed .body with private sector majority representation. The Board
of Directors of the NOIFZ is comprised of 
six representatives from the private

sector and three representatives from the public sector and will employ the system

of one-person, one-vote regarding all Board decisions. 
 Once the Regime is fully
operational, free zone enterprises, operators and developers will directly elect
 
the six private members of the Board. Hence, the Office and its Board will be held
 
accountable to Free Zone users.
 

Third, because of the country's rich and diverse natural resource base, the Free
Zone Regime in Cameroon allows for the creation of "point francs" 
or industry
specific free 
zones for economic activities which for economic/financial reasons

reauire to be located near oradiacent to theirorimary source of inputs, Hence,

the Regime not only allows for the creation of "industrial free zone parks", 
but
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also for the creation of industry-specific free zones which can be located
 
throughout the country. The Government has recognized that export activities in
 
Cameroon will not likely be those traditionally found in Free Zones throughout the
 
world (i.e., labor intensive activities such as textiles, clothing and assembly),
 
but rather domestic resource-based processing activities where the "location"
 
decision will likely be critical to the financial viability of the project. The
 
decision regarding location has therefore been left to the private sector.
 

2. Access to and Benefits Provided Under the Cameroon Free Zone Regime
 

As stated in the Free Zone Law, the requirements for an enterprise to gain access
 
to the Free Zone Regime are very straightforward. All enterprises which: (a) 
produce goods and services exclusively for export or for sale to buyers who are 
resident outside of Cameroon and (b) produce goods and services which will not have 
deleterious effects on the environment are eligible for Free Zone status. In 
addition, developers and operators of industrial free zones are also considered to 
be free zone enterprises and are entitled to the entire pac.kage of incentives 
provided under the Free Zone Law.
 

The package of world-class incentives provided under the Free Zone Regime can be
 

summarized as follows:
 

o 	 a streamlined 30-day investment approval system;
 

o 	 a streamlined system of on-site customs inspection;
 

o 	 a 10-year tax holiday from corporate profit tax followed by a flat
 
15 percent tax on profits thereafter;
 

o 	 exoneration from all other direct and indirect taxes;
 

o 	 exoneration from all customs duties, taxes and quotas;
 

o 	 right to hold foreign exchange accounts;
 

o 	 guaranteed right to transfer all profits, dividends and investments; 

o 	 ability to set wages on the basis of productivity and efficiency; 
and 

o 	 right to install private telecommunication and utility systems.
 

As revealed in Table 1, this package of incentives makes the Cameroon Free Zone
 
Regime competitive with, if not better than, the best export processing zone regimes
 
found throughout the world. Further details regarding the incentives provided under
 
the Cameroon Free Zone Regime can be found in Annex C.
 

3. Addressing the Constraints to Export Development
 

As discussed above, there are eight primary constraints to export development in
 
Cameroon. While not alleviating these constraints entirely, the Cameroon Free Zone
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Regime does address the vast majority of the obstacles currently impeding export

growth and diversificarion. The discussion below will highlight exactly how the
 
provisions of the Free 
Zone Regime address each of the eight constraints noted in
 
Section C above.
 

(a) Excessive Regulatory Environment
 

Under the Free Zone Regime, the number of permits that must be obtained and the
 
number of procedures that must be followed in order to 
establish and operate an
 
export-oriented firm have been greatly reduced 
 A single application form replaces

the 24 independent steps that were previously required. Moreover, a single one
stop shop for investment approval has been created (i.e., 
the NOIFZ) which replaces

the previous 20 ministries, offices and agencies that were required for investment
 
approval. In addition, the time required for Free Zone investment approval has been
 
reduced to 
30 days in place of the 6 to 24 months that were previously required.

The Cameroon NOIFZ is one of the few one-stop shops that exist in the world to date

and is the first to be privately managed and operated. It should serve as a major

vehicle to attract foreign and domestic investment, given that it significantly

reduces the cost of establishing and operating a business in Cameroon and provides
 
a world class package of financial incentives. The Free Zone Regime also addresses
 
the important constraint created by the existing system of price and margin controls
 
and of domestic purchase requirements. Under the Regime, export industries are
 
exonerated from all price and margin controls and are free to purchase their inputs

from local or foreign sources. Hence, not only can Free Zone enterprises set their
 
prices based on world market conditions, but they can also purchase their inputs

from local firms free from the system of price/margin controls. This will not only

increase the efficiency of Free Zone enterprises but also permit greater backward
 
linkages to the rest of the economy than currently permitted under the existing
 
system.
 

The Free Zone Law also creates a distinct set of rules and procedures that Free
 
Zone enterprises follow regarding hiring/firing workers as well as setting wages.

Free Zone enterprises are exonerated from the standard wage classification scheme
 
specified under the Labor Code which, as mentioned 
above, fixes all wages by

industrial sector, geographic location and level of formal education. 
In place of
 
this system, Free Zone enterprises have the right to freely negotiate contracts with
 
their employees. In particular, the Law specifies that Free Zone enterprises may
 
set wages on the basis of productivity and efficiency. The Law also states that
 
the restrictive and bureaucratic procedures regarding hiring/firing can be replaced

by the system agreed-upon between Free Zone employers and employees as 
developed

during their collective bargaining. The net effect of the Free Zone Labor Regime

is that wages can now be negotiated on the basis of market forces rather than by

administrative fiat. 
 Since the current wage structure is believed to be
 
internationally uncompetitive, the liberalized setting of wages between Free Zone
 
enterprises and employees will most 
likely move in the direction of more
 
internationally competitive wage rates.
 

(b) Customs Clearance Procedures
 

The Free Zone Regime directly addresses the problem of customs delay and corruption.

First, the nature of the Free Zone customs regime reduces the opportunities for
 
customs officials to extract rents. Since Free Zone enterprises are exonerated from
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all tariffs and taxes 
on their imports and exports, the task of "valuation" is no

longer required. In 
fact, this is the most likely point in the existing system

where customs officials hold a tremendous amount of administrative discretion and
 
can use 
their leverage vis-a-vis the businessman (and vice-a-versa). Under the Free
 
Zone Regime, this valuation activity no 
longer takes place. All imported raw
 
materials, intermediate goods and plant and equipment are allowed to enter the Free

Zones duty free. Second, customs clearance no longer takes place under the shroud
 
of the national customs at the port. 
Rather, the Free Zone Regime creates a system

of automatic transfer and on-site customs inspection at the enterprise. Moreover,

the Free Zone customs procedures require that goods be transferred and cleared in
 
a matter of days rather than weeks. 
 In addition, the customs inspection procedure

takes place under the watchful eye of the zone developer, the zone enterprise and
 
a representative of the NOIFZ. 
 These are the players who will ultimately provide

performance-based bonuses 
to Free Zone customs agents. Together, this will

significantly reduce the opportunity for the customs official to create unnecessary

delays while holding them accountable to Free Zone users.
 

(c) Overvaluation of the Franc CFA
 

Although the Free Zone Regime 
cannot directly address the problem of an

overvaluation in the 
nominal exchange rate, it does directly address the problem

of an overvaluation in the Lea exchange rate. 
 Cameroon does not have any direct
 
control over the fixing of the exchange rate of the Franc CFA. 
However, Government

policy can and does directly influence the level of prices and wages in the economy.

The current problem is 
that domestic wages and prices are excessively high to

foreigners, primarily because of the nominal exchange rate problem. 
 If domestic
 
wages and prices declined (in terms of Franc CFA) while the nominal exchange rate
 
remained constant, there would in fact be a depreciation in the real exchange rate.
 
From the point of view of foreign investors, there is absolutely no difference if
 
the Franc CFA depreciated by 30 percent or 
if local wages and prices declined by

30 percent. The net effect on the businessman's cost structure would be identical.
 
Under the Free 
 Zone Regime, enterprises are 
 no longer subject to the
administratively determined minimum wages set under the Labor Code. 
Rather, Free
 
Zone enterprises are allowed to charge market wages set on the basis of productivity

and efficiency. Given the high level of unemployment in the country, wages in the
 
Free Zone should be sharply reduced in comparison to the existing administratively

determined wages. In addition, both wages and prices in the local economy are
beginning to decline 
as a result of the adjustment occurring under the SAP. 
 For
 
example, wages were recently reduced by 30 percent across the board by 
a large

Government parastatal-. Moreover, the Government recently announced that 
it was

unilaterally reducing the rent it pays for government housing and buildings by 15
 
percent. As the local economy continues to adjust 
to world prices through the
 
liberalization and structural adjustment occurring under the SAP, the real exchange

rate will continue to depreciate even if the nominal exchange 
rate does not. In
 
addition, it is highly probable that there will be 
a nominal depreciation in the
 
Franc CFA parity with the French Franc. The question no longer appears to be if,

but rather when. 
Most indications suggest that a nominal devaluation of 30 to 

percent would likely occur between now and the 
EEC integration in 1992. This
 
nominal devaluation, in addition to the continuing decline in the local wage and

price level, will further increase the international competitiveness of Free Zone
 
exports.
 

50 
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(d) Access to Credit
 

Under the Government's structural adjustment program, the local commercial banks
 
are being restructured. Non-performing assets are being stripped from the banks'
 
portfolio at the same time that the banks; owners are increasing their capital
 
contribution. In addition, the banks are to be majority privately held and are to
 
be run on a professional (rather than political) basis. 
 The Societe de Banque
 
Commerciale-Credit Lyonnais (SCB-CL) was the first bank to be 
restructured and it
 
is expected that Societe Generale de Banque au Cameroun (SGBC), Banque

Internationale de l'Afrique de l'Ouest (BIAO) and Banque Internationale de Commerce
 
et d'lndustrie au Cameroun (BICIC) will be restructured before the end of this year.

These restructurings will greatly add to the availability of productive credit to
 
the private sector.
 

In addition to these ongoing efforts, USAID/Cameroon has developed two complementary

activities to support the development of the Free Zone Regime and to assist Free
 
Zone enterprises in gaining access to local sources of finance. 
A Loan Portfolio
 
Guarantee (LPG) Program has been established in cooperation with AID's Private
 
Enterprise Bureau (PRE) whose aim is to increase the availability of credit to small
 
and medium-scale enterprises. Free Zone enterprises are generally of small and
 
medium scale. Moreover, given the current economic conditions, export-oriented

activities hold the greatest potential for growth. 
 It is most likely, therefore,
 
that banks participating under the LPG program will direct their loans to Free Zone
 
enterprises or to local firms providing inputs 
to Free Zone enterprises. In
 
addition, the Mission is providing techniJal assistance to three indigenous entities
 
that are interested in developing venture capital facilities. Financing from these
 
facilities are intended to bridge the gap between an entrepreneurs bank financing

and own-resources. It is generally maintained that sizeable financial 
resources
 
are kept outside of the banking system because of the lack of confidence in these
 
institutions. Venture capital funds provide an alternative media for savers while
 
at the same time serving as an additional source of investment finance. 
 Each of
 
the three groups receiving technical assistance (Caisse Commune d'Epargne et
 
d'Investissement, The Soppo Priso Group and La Financiere) 
see Free Zone related
 
activities as being the primary beneficiary of these resources. Together, the LPG
 
program and the Venture Capital technical assistance should reduce the access to
 
credit constraint facing the private sector. In addition, foreign partners
 
participating in Free Zone related joint ventures with local businessmen will likely
 
provide additional sources of finance and access to world capital markets. 
These
 
foreign partners are more likely to do so knowing that the Free Zone Regime provides
 
improved opportunities for doing business in Cameroon.
 

(e) Access to Markets
 

In free zones throughout 
the world, foreign investors often create joint-ventures
 
with local businessmen. In these cases, the foreign investor provides the foreign
 
market, as well as 
access to technology. The local businessman, on the other hand,
 
provides the in-country sourcing of production. Together, an important gap is
 
bridged. The foreign investor is able to acquire an additional source of production
 
with minimal investment, whilc Lne local businessman is better able 
to produce at
 
world standards (due to the transfer of technology) and to tap previously unknown
 
markets. 
The Cameroon Free Zone Regime therefore provides an important opportunity
 
for local businessmen to gain access 
to world market. In addition, Cameroon is a
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beneficiary of various preferential market access agreements, including the General
 
Agreement on 
Tariffs and Trade (GATT), the EEC sponsored Lome Convention, and the
 
U.S. General System of Preferences (GSP). Foreign businessmen wishing to enter
 
these preferential markets could use the Cameroon Free Zone 
Regime as their
 
beachhead for penetration of these markets. In either case, the opportunity for
 
Cameroonian businessmen to penetrate new markets will likely be increased under the
 
Free Zone Regime.
 

(f) Inadequate Road Infrastructure and High Cost of Road Transport
 

Clearly, 
the Free Zone Regime cannot address the basic problem of inadequate road
 
infrastructure. It is important to note, however, that inter-city and main access
 
road projects presently comprise sizeable portions of the Goverrunent's Four Year
 
Public Investment 
Program. Moreover, most Free Zone related activities will
 
transport goods in the direction of the principal ports of exit (i.e., Yaounde and
 
Douala), where the road network to and from is quite good. 
This point is supported
 
by the findings of the Services Group who noted that the 
road system in Cameroon
 
is adequate for Free Zone development, especially since the roads in and around
 
Douala, Yaounde, Limbe and 
(soon to be) Kribi are in excellent condition. With
 
regard to the Point Franc enterprises, the quality of the road network will
 
inevitably play an important part regarding the location decision. 
To the extent
 
that the cost of gaining access to domestic resources is negatively affected by
 
inadequate road infrastructure, the degree of backward linkages with the rest of
 
the economy will be minimized. These are constraints that must be lived with in
 
the short-term and should be overcome in the medium to long term. In sum, the Free 
Zone Regime will provide greater opportunities for export development within the
 
existing constraints of the road network.
 

(g) Inadequate and High Cost Telecommunication System
 

Under the Free Zone Regim&, firms will be allowed to have their own teleports which
 
would greatly reduce the cost of telecommunications. In addition, the Free Zone
 
Law Ldandates that the local telecommunication company pass through the INTELSAT rate
 
plus a 25 percent mark-up for administrative costs to all Free Zone enterprises.
 
Together, these provisions will likely permit communication-intensive industries
 
to be competitive in Cameroon.
 

(h) Inadequate Legal System
 

Under the Free 
Zone- Law, the NOIFZ is empowered to establish procedures for
 
settlement by mutual agreement of disputes arising between key players under the
 
Free Zone Regime. 
The purpose of these dispute settlement mechanisms is to create
 
an objective and fair system of arbitration outside the local court system. In
 
addition, the purpose is to facilitate the quick settlement of disputes so that time
 
and money is not unnecessarily lost.
 

4. The Demand for the Cameroonian Free Zone Regime
 

The above sections discussed Cameroon's comparative advantages, as well as the
 
added competitive advantages provided by the creation of its world-class Free Zone
 
Regime. While the combination of the country's resource base and the package of
 
incentives provided under the Free Zone Regime appears to be very attractive, the
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test will be in the number of developers and enterprises that ultimately are

attracted to 
the Regime. A series of analyses were recently performed regarding
the potential demand for the Cameroon Free Zone Regime. 
The Services Group carried
 
out a survey of 182 firms located throughout the world, with 35 percent (64 firms)

based in the United States and Canada, 33 percent (60 firms) based in Europe, 15
 percent (28 firms) 
based in Asia and 17 percent (30 firms) 
based in Africa. In
addition, the MAPS Private Sector Diagnostic involved a survey of some 400
Cameroonian firms. Together, these two analyses provide important insight into the

existing and potential demand for the Cameroon Free 
Zone Regime. Based on the
indications provided by these two 
surveys, the development and implementation of
the Free Zone Regime appears to be fully justified. It is important to note,however, that the interest expressed to date was in the absence of any formalinformation or investment promotion campaign regarding the Cameroon Free Zone Regimeor the business opportunities available in Cameroon. Hence, with a proper

investment pr,motion program, the actual demand for the Cameroon Free Zone Regime

is likely to be even greater.
 

(a) The TSG International Market Survey
 

The TSG Survey found considerable 
interest by foreign investors in the Cameroon
Free Zone Regime. 
 Of the 182 firms surveyed, 21.5 percent (39 firms) expressed a
high level of interest with 42 percent (75 firms) requesting further information
 on the Regime and 15 percent (24 firms) expressing interest in participating of an
investment mission to Cameroon in the near future. 
 These levels of interest were

particularly significant when 
compared 
to other market surveys undertaken for

similar Free Zone projects. High levels of interest expressed in market surveys
during the initial stages of development of a Free Zone project usually range from
 
10 to 14 percent.2
 

With regard to the firms that expressed a high level of interest in the Cameroon

Free Zone Regime, the TSG Survey found that 33 percent (15 firms) were involved in
agro-processing. These included food-processing (canning, juicing, freezing and

other related activities) as wel) as wood-processing (i.e., furniture manufacturing,

paper mills, etc.) businesses. 
 21 percent (8 firms) were in apparel, 15 percent
(6 firms) were in mechanical assembly, 5 percent (2 firms) were 
in electronics.
 
The remaining 8 firms were from 
"other" industries, including pharmaceutical,

chemicals, information services, toys, plastics and sporting goods. 
 The level of
interest expressed by apparel and electronics manufacturers was especially
interesting, given the existing high wage levels 
in Cameroon. Typically, labor
intensive, light manufacturers prefer very low wage countries in which to locate.

The high level of interest expressed by apparel firms seems to imply 
that the
current wage levels are not a 
deterrent or 
 that the liberalization of
administratively determined wages should result in more internationally competitive
wage rates. As discussed above, the MAPS Survey found that most firms saw the best 

2 The higher percentage of firms expressing high levels of interest in 
the 
Cameroon Free Zone could be explained in part by the fact that the survey was ofhighly targeted firms, most of which had been identified as having investigated

investment potential in Africa in the past. 
Nonetheless, this survey serves as 
a
useful indicator of the near- to medium-term interest in investing under the
 
Cameroon Free Zone Regime.
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future prospects in the agro-industrial sector, with forest products being of 
particular attraction. 

Of the 64 firms contacted in the U.S. and Canada, the highest expressions of 
interest came from agro-processing firms and from firms in the mechanical
 
manufacturing and "other" sectors. Almost 50 percent of firms
the surveyed (31
 
firms) requested further information with 28 percent (18 firms) expressing a high

level of interest in visiting Cameroon and further investigating the Regime. The
 
lowest level of interest came from electronics (no firms) and apparel (I firm)
 
sectors. Of the 60 European firms interviewed, 65 percent expressed no interest
 
in further investigating the possibility of locating in the proposed Free Zone
 
while 18 percent (11 firms) indicated a high level of interest. Primary areas of
 
interest were agro-industry by U.K. firms and "low-end" apparel manufacturing by

French firms. The majority of U.K. firms surveyed were domestic market oriented
 
and had little interest in offshore investment, with the exception of the large
scale agro-processing industries. There was 
low level of interest expressed from
 
Asian firms (1 out of 28 firms), which was expected. Asian foreign investment in
 
manufacturing is primarily oriented towards other Asian countries and increasingly
 
towards the Caribbean region. Nonetheless, 10 Asian firms requested more
 
information on the Cameroon Free Zone Regime. Finally, of the 15 firms surveyed

in Mauritius, 20 percent (3 firms) were highly interested. It is believed that the
 
lack of interest by the remaining firms was mainly due to the fact that the firms
 
were well established and did not have any expansion or relocation plans at the
 
current time. Of the 15 firms contacted within Cameroon, 40 
percent (6 firms)

expressed a high level of interest in applying for the Free Zone. These 
firms
 
included an apparel firm, a household appliance firm, a fruit exporter, a soap and
 
laundry detergent producer, a metal container producer and a chocolate exporter.
 

(b) The MAPS Private Sector Survey
 

In the case of the MAPS survey, more than 95 percent of the firms surveyed had heard
 
about the Free Zone Regime, with 60 percent (240 firms) stating that they were
 
interested in qualifying under the Regime. Of the firms showing an interest in the
 
Regime, 25 percent said that they would be willing to relocate into an industrial
 
park style Free Zone, while 40 percent thought that they would seek Point Franc
 
status. Moreover, the MAPS survey identified 28 firms which currently export 100
 
percent of their production who stated that they were interested in the Free Zone
 
Regime. The remaining 224 firms that expressed interest in the Regime currently
 
do not export 100 percent of their production.
 

Of the firms currently involved in exporting, 50 percent target the European market
 
while only 38 percent target markets within the immediate region (i.e., within
 
UDEAC). Over 80 percent of agro-industrial exports are directed toward the EEC
 
market, while manufacture exports (53 percent) are primarily directed within the
 
UDEAC market. Regarding the future, 62 percent of the respondents believed that
 
the EEC market would be best for agro-industrial exports, while 74 percent

maintained that UDEAC would continue to be the dominant market for 
the country's
 
manufacture exports. This seems reasonable given that the high quality standards
 
demanded by the European market for manufacture products would most likely make it
 
difficult for a Cameroonian firm to compete. In the case of agro-processing, the
 
market is more specialized and sourcing is limited to those countries which have
 
the relevant natural resource base.
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'.'ell over one-half of the respondents stated that they were interested in developing
 
joint-ventures with foreign partners, particularly with regard to attaining capital,

technology, managerial know-how and access to world markets. 
This reinforces a key

assumption underlying PREPS. While the Cameroonian private sector is well versed
 
in producing agro-industrial and other manufacture goods, 
it lacks knowledge of and
 
access to modern production techniques and managerial know-how, as well as to world
 
capital and end-product markets. The development of joint ventures,which combine
 
local knowledge of the resource and production base with access to world markets
 
and technology will 
most likely serve as the basis for successful business
 
activities under the Cameroon Free Zone Regime.
 

(c) The OPIC/AID Investment Mission
 

In support of the ongoing Africa Free Zone Initiative and of the development of
 
the Free Zone Regime in Cameroon, OPIC and A.I.D. are organizing an investment
 
mission to explore possible joint-venture activities with Cameroonian investors.
 
The mission will visit Cameroon from September 12 to 15, 1990 and hold discussions
 
with local businessmen interested in establishing joint ventures with foreign
 
businessmen for the purpose of exporting under 
the country's Free Zone Regime.

Although it is still very early, a variety of American firms have expressed interest
 
in participating in this mission and in learning more about the Cameroon Free Zone
 
Regime. 'hese include: Coil International (heat and air conditioning equipment),

Ralston Purina International (agro-processing), Electronic Liquid Fillers, Inc.
 
(automatic liquid filling equipment), Coastal Corporation (energy and refining),
 
Grand Mesa International, Inc. (food processing, citrus juices vegetable
and 

packaging), Interkiln (brick manufacturing), CRW Corporation (mining, sand, gravel,

asphalt processing), Osmose International (wood products), Leeward, Inc. (medical

equipment) and the Lunkenheimer Company (industrial control valves). While this
 
list is only preliminary and does not mean that these firms will ultimately invest
 
in Cameroon, it is indicative of the broad-based interest in the Free Zone Regime

in a variety of areas of manufacturing and processing. Moreover, the diversity of 
activities noted above (i.e. , brick manufacturing, heat and air conditioning
equipment, automatic liquid filling equipment, medical equipment and industrial 
control valves) noted above implies that it is very difficult, a Priori, to predict

exactly which types of firms would be interested in investing under the Regime.
The aim of PREPS is to create a distortion-free, world-class environment for export
processing in Cameroon without any bias or preconceived notion regarding the 
particular economic activities that will evolve. 
These microeconomic decisions are
 
best left to the private sector.
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IV. Description of the Program for Policy Reform
 
in the Export Processing Sector (PREPS)
 

The Cameroon Program of Policy Reform in the Export Processing Sector (PREPS: Grant
 
no. 631-T-604 and Project no. 631-0074) consists of a non-project assistance (NPA)
 
cash grant of $3.1 million and a project assistance (PA) component of $3.06 million
 
over the five-year life of the program. In addition to USAID's contribution, the
 
GRC will provide in-kind support valued at $1.66 million, while the private sector
 
will continue to make appropriate contributions in support of the Regime.
 

A. Program Goal and Purpose
 

The goal of PREPS is to assist Cameroon in increasing investment, employment and
 
production and in expanding markets in the export processing sector. This goal is
 
important to the achievement of USAID/Cameroon's Country Development Strategy

Statement (CDSS) goal which is to assist Cameroon in attaining sustainable, broad
based economic growth. As discussed in Chapter II, Cameroon's recent high rates
 
of growth in GDP were dependent upon a very narrow production and export base, and
 
have reversed since 1986 when revenues from exports began to plummet. Attainment
 
of the PREPS goal will directly contribute to USAID's program goal of sustained,
 
broad-based economic growth by generating the following results:
 

o 	 greater diversification into the production of non-traditional and
 

higher value-added export processing activities;
 

o 	 increased export volume and value;
 

o 	 increased number of export-oriented firms;
 

o 	 increased number of new jobs created by Free Trade Zone enterprises;
 
and
 

o 	 increased linkages between Free Zone activities and local suppliers
 
of goods and services (i.e., backward linkages).
 

The purpose of PREPS is to support the development and implementation of a privately
 
managed Free Zone Regime which operates efficiently and in strict adherence with
 
the intent and provisions of the Cameroon Free Zone Law. This purpose promotes the
 
attainment of two of.the three strategic objectives established by USAID/Cameroon
 
in support of its CDSS goal. These strategic objectives are: (1) the development
 
of a market-oriented, competitive private sector and (2) the reduction in the over
extended role of the public sector in economic activities. USAID/Cameroon has
 
determined that programs and projects which support reforms in the area of trade
 
and pricing policy will be used as principal interventions for promoting a market
oriented private sector. PREPS will enable implementation of reforms enacted under
 
the new Free Zone Regime. The main thrust of the Regime is to liberalize policies
 
related to the export processing sector, and thereby reduce the GRC's involvement
 
in this important part of the economy. By the end of the program, PREPS will have
 
contributed to the creation of an environment where local private enterprises can
 
compete in world markets and will have helped to reduce the excessive GRC
 
involvement in the export processing sector. Moreover, the benefits resulting from
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the liberalization of policies in this sector should serve a demonstration case of
the virtues and gains to be 

general economy (i.e., 

had from the liberalization of policies related to the
 
those being pursued under the GRC's medium-term structural
 

adjustment program). 
 In this regard, PREPS should have a positive effect on policy

reforms beyond those relating to the export processing sector.
 

B. The PREPS Strategy
 

1. Program Strategy
 

The obstacles 
to growth and to the attainment of the goal-level objectives 
are
related to constraints which impede access to 
three basic economic factors of
production, namely physical, human and financial capital. 
The extent to which lack

of these constraints 
impede growth can be influenced directly by government

policies. The analysis provided above 
in Chapter III regarding the obstacles to
the development of the export processing sector in Cameroon reveals that inefficient
 
GRC policies have constrained the efficient use of these factors of production and
 
have consequently had a negative effect on economic growth.
 

The GRC recognizes the 
need to remove economic distortions and has responded by
establishing the following as 
policy objectives for the 
export sector: (1) to
diversify the country's production and export base; 
(2) to increase value added;

(3) to enhance foreign exchange earnings; 
and (4) to increase new employment.

Attainment of these objectives requires two important steps: 
(1) promulgation of

appropriate rules, regulations 
 and procedures and (2) development of new

institutional arrangements to ensure 
the effective implementation and enforcement
 
of these new rules, regulations and procedures.
 

The GRC took the first step in this process on January 29, 1990 when President Paul
Biya signed into law a Presidential Ordinance creating the Free Zone Regime. 
The

law creates 
certain rights and privileges and provides financial incentives that

make the Cameroon Free Zone Regime competitive with the most attractive free zone

regimes throughout the world. Chapter III described the Cameroon Free Zone Regime
and further details regarding the package of incentives provided under the Regime
 
can be found in Annex C.
 

The purpose of PREPS is 
to assist Cameroon in taking the second important step -namely, the imple.mentation of the institutional arrangemants created by the
new 

Free Zone Law. Evidence of the sound implementation of these arrangements will be

the development of a privately-managed Free Zone Regime which operates efficiently

and in strict adherence with the 
intent and provisions of the 
Free Zone Law and

Implementing Regulations. As designed, 
PREPS will measure the successful

performance of the Regime by monitoring its effect on the immediate beneficiaries
 
of the program (i.e., Free 
Zone developers and enterprises). The following

indicators will be used to evaluate this performance:
 

o decreased time and 
cost required for entrepreneurs to acquire

approval for investments in the 
export processing sector;
 

o 
 decreased time and cost required for entrepreneurs to acquire all 
necessary public services ( e.g., labor permits, residency permits,

visas, etc.)
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o 	 decreased time and cost required for customs clearance of imports
 
and exports; and
 

0 increased objectivity and efficiency in the settlement of disputes
 
among and between private investors in the Free Zone and entities
 
charged with regulatory and administrative responsibilities.
 

The constraints to attaining this performance are lack of the following: (1) clear
 
and transparent rules, regulations, and procedures to bring into full effect the
 
rights and incentives treated by the Free Zone Law; (2) established practices and
 
procedures to ensure strict compliance with and enforcement of the Free Zone Law;
 
and (3) technical expertise, institutional capacity and support materials to ensure
 
that the entities created under the Regime operate efficiently and independent of
 
political interference. To address these constraints, PREPS will provide inputs
 
in the way of a sector cash grant to promote compliance with the Law and to support
 
operating and other material costs, training and technical assistance to ensure a
 
sustainable institutional capacity to implement and manage the Regime. Hence, the
 
PREPS strategy is to provide financial and technical assistance to support the
 
implementation of the 
Free Zone Regime and to assess the effect of this assistance
 
by measuring its impact on the direct beneficiaries (i.e., Free Zone developers and
 
enterprises). Based on this test, if the Regime performs well, the program will
 
have accomplished its purpose.
 

The Logical Framework (Annex D) lists the assumptions regarding economic and
 
political phenomena that are beyond the manageable control of this program. If
 
these assumptions hold, the implementation of PREPS will directly contribute to the
 
goal of increased investment, greater value-added, new employment, higher production
 
and expanded export markets.
 

2. Program Modality
 

PREPS will be implemented using a combined NPA and PA mode. The selection of this
 
modality was based on the analysis of the constraints to the attainment of the
 
program purpose, the design requirements to eliminate these constraints, and the
 
convenience offered by each mode. The 
test used to choose between NPA And PA or
 
to use a combination of NPA and PA in responding to each constraint compared: (1)

the efficiency and effectiveness of each mode in addressing the constraints and (2)
 
the likelihood that the modes would promote sustainable results. The following
 
summarizes the conclusions of this test.
 

Test-> Efficiency and Effectiveness
 

(1) The Free Zone legislation creates rights and responsibilities regarding the
 
private sector and the government. Guidelines for applying the law must be
 
developed through rules, regulations and procedures. The Free Zone Regime is
 
new to the Cameroonian environment and is universally novel in many respects.
 
Consequently, it is 
not possible to foresee many of the technical questions alld
 
requirements that may appear during implementation. The NPA mode accommodates
 
this uncertainty by allowing more scope for adjusting uses of funds than allowed
 
for transfers between budget line items under the 
PA mode. In addition, the
 

0.2 
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tranched disbursement/review process under NPA 
allows more flexibility in
 
determining and fine-tuning future conditionality .
 

(2) The purpose 
level objectives are also constrained by the lack of technical

knowledge, information and expertise 
on how to develop and implement the new

administrative arrangements 
created by 
the Free Zone Regime. This constraint
 
is best addressed through carefully designed technical assistance, training and
 
research. 
The PA mode is therefore the more effective of the 
two modalities for
 
the provisions of these inputs.
 

(3) Optimal use of the 
NPA mode will reduce the administrative burden on the
 
NOIFZ and USAID/Cameroon. Under the NPA mode, all 
funds provided directly to

the NOIFZ will be dollar generated, GRC-owned local currency. 
As a result, the
 
NOIFZ and USAID/Cameroon will not be held to the same 
level of accountability,

tracking and reporting that would be required if U.S.-owned local currency were

disbursed directly to 
the NOIFZ under the PA mode. However, the NPA requires

reasonable measures to assure proper use of these funds. 
 The NOIFZ is required

to put in place appropriate systems to ensure that generally accepted accounting

standards and practices are maintained. Conditions precedent to the disbursement
 
of all local currency counterpart funds to the NOIFZ will 
ensure that these
 
systems are in place. 
 The PA component will also provide technical assistance
 
to support the institutional capacity of the NOIFZ to maintain these systems.

In addition, the flexibility provided by the NPA component will allow the NOIFZ
 
to hire local expertise, as needed, and make 
its own decisions regarding 
the

appropriate and efficient 
use of its budgetary resources given the existing

demand for access to the Free Zone Regime. 
It will also help the NOIFZ acquire

the experience and develop the expertise to manage its internal affairs.
 

TEST -> Sustainability
 

(1) Since the Free Zone Law is new, there is no precedent to govern the roles
 
of and communication between the NOIFZ and relevant GRC entities. 
New patterns

of conducting business will be required. 
In addition, the success of the Regime

will, in large part, depend on the effective and efficient performance of both
 
the GRC and the NOIFZ. Conditionality vis-a-vis the GRC and the NOIFZ would
 
provide an added incentive for both of these entities 
to perform efficiently.

For example, several of the GRC ministries will have to delegate authority

previously held by them 
to the NOIFZ. In turn, 
the NOIFZ must develop and
 
implement administrative and regulatory procedures and practices. 
Unless both
parties are intricately involved in the process of change, the new practices may

not be fully accepted and institutionalized. 
 In addition, knowledge gained

during the implementation stage is necessary to identify future conditionalities
 
that will be required to ensure the proper and full implementation of the Regime.

The tranched disbursements of dollars to the GRC (regarding actions that it alone
 
must take) and of local currency counterpart resources to the NOIFZ and the IPC

(regarding actions for which they alone 
are to be held accountable) under the

NPA mode provides the necessary flexibility to respond to new uncertainties as
 
they develop.
 

(2) The NPA mode has an advantage over PA 
in terms of promoting an internal
 
NOIFZ capability for program and financial management. Unlike the PA mode, uses

of funds disbursed to the NOIFZ will not be 
tied to budget line items, so that
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the NOIFZ will have the flexibility to assess and determine its program needs
 
and respond accordingly.
 

The above analysis revealed that a program using both NPA and PA will best assure
 
attainment of the objectives of PREPS. The two modes provide discrete inputs in
 
support of activities designed to attain a common goal, purpose and output.
 

C. Policy Reform Agenda
 

PREPS is designed to address the administrative and regulatory constraints to
 
promoting the export sector in Cameroon. These constraints can be grouped into the
 
following general categories:
 

o 	 excessive regulatory and administrative environment regarding the
 
establishment and operation of a business;
 

o 	 inefficient and irregular customs system;
 

o 	 restrictive labor arrangements; and
 

o 	 an inefficient legal system which lacks enforcement capability.
 

The following describes the reforms that PREPS will implement. Implementation will
 
take place in three stages. The first stage requires issuance of implementing
 
regulations regarding the rules and procedures created by the Free Zone Law. 
The
 
second stage involves the full implementation of the new institutional arrangements,
 
including the efficient operation of the entities created by the Law. The final
 
stage focuses on the well functioning of the Regime. Disbursement of dollars to
 
the GRC will be conditioned on the government's compliance with the Free Zone Law
 
(see draft program agreement in Annex L). In addition, a second set of conditions
 
will apply to release of the dollar-generated local currency to ensure the efficient
 
and effective performance of the NOIFZ and the transitional IPC. Local currency
 
disbursements will be subject to agreement by A.I.D. that the conditions for release
 
have been met. Annual local currency disbursements are planned for the NOIFZ over
 
the five-year period 1990 to 1995 and for the IPC over the two-year period 1990 to
 
1992.
 

1. Conditions Precedent to Disbursement of Dollars
 

(a) First Disbursement of Dollars
 

Prior 	to the first disbursement of $ 1,300,000 dollars under the program sector cash 
grant, or to the issuance by A.I.D. of documentation pursuant to which disbursement
 
will be made, the Grantee will, except as the Parties may otherwise agree in
 
writing, furnish to A.I.D., in form and substance satisfactory to A.I.D., all of
 
the following:
 

(i) An opinion of legal counsel that the Program Agreement has been duly

authorized and executed on behalf of the Grantee and that it constitutes
 
a valid, legally binding obligation of the Grantee in accordance with all
 
of its terms;
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(ii) An opinion of legal counsel that the National Office for Industrial
Free Zones (the "NOIFZ"), established pursuant to 
Chapter II, Section I,
Article 4 of the 
Free Zone Law is duly authorized and empowered pursuant
to the 
laws of the Republic of Cameroon to exercise all of the powers and 
responsibilities delegated to it pursuant to the Law.
 

(iii) A statement of the 
names and titles of the persons who will act 
as
representatives 
of the Grantee. under Section 8.2 of 
this Agreement,

together with a specimen signature of each person named in such statement;
 

(iv) A statement designating the U.S. bank 
and specifying the account
number of the Separate 
Dollar Account into which disbursements of U.S.
 
dollars are 
to be made;
 

(v) A statement confirming that the Special Local Currency Account required

to be established pursuant to Section 5.1 of this Agreement has been opened
in the name of the Government of the 
Republic of Cameroon and specifying
 
the number of the account;
 

(vi) Written procedures describing the mechanism by which local currency

will be released from the Special Local Currency Account and the procedures
which will 
assure that funds from the Special Local Currency Account are
 
used for purposes agreed upon with A.I.D.;
 

(vii) An official copy of the ministerial order (arrete) containing the
Implementing Regulations for the Free Zone Law which specifically address
 
the following areas:
 

(a) the Free Zone Regime investment approval process;
 

(b) the Industrial Free Zone land designation process;
 

(c) the Industrial Free Zone developer approval process;
 

(d) the responsibilities and procedures regarding the public service

which provides all services 
required from state-owned entities by
developers, operators and enterprises of Industrial Free Zones 
(the

"Free Zone Administrative Service");
 

(e) on-site customs inspections;
 

(f) the 
holding of foreign exchange, foreign exchange-denominated

bank accounts 
and the transfer 
of funds accrued or invested by

Industrial Free Zone enterprises;
 

(g) the negotiation of contracts between 
Industrial Free 
Zone

employers and employees and the hiring, firing and establishment of
 
minimum wages for Industrial Free Zone employees;
 

(h) the private provision of electricity, water and international
 
telecommunication services;
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(i) preferential user rates regarding the provision of utilities and
 
public services to Industrial Free Zone enterprises: and
 

(j) dispute settlement mechanisms regarding:
 

Free Zone Regime investment approval;
 

Industrial Free Zone developer and operator approval;
 

Industrial Free Zone land designation;
 

Industrial Free Zone customs;
 

Industrial Free Zone Administrative Service; and
 

other ministries, agencies and instrumentalities of the
 
Government of the Republic of Cameroon.
 

(b) Second Disbursements of Dollars
 

Prior to the second disbursement of $1,000,000 dollars under the program sector cash
 
grant, or to the issuance by A.I.D. of documentation pursuant to which disbursement
 
will be made, the Grantee will, except as 
the Parties may otherwise agree in
 
writing, furnish to A.I.D., 
in form and substance satisfactory to A.I.D., evidence
 
of all of the following:
 

(i) the Grantee has not discontinued, reversed or otherwise impeded any

action it has taken in satisfaction of any of the conditions precedent to
 
the first disbursement of dollars under the Grant;
 

(ii) an opinion of legal counsel that the Investment Pi:motion Center (the

"IPC") has been duly organized and is duly authorized and empowered
 
pursuant to 
the laws of the Republic of Cameroon to exercise all of the
 
powers and responsibilities which may be delegated to 
it pursuant to the
 
laws of the Republic of Cameroon which authorized its creation;
 

(iii) copies of official records of the Government of Cameroon and the
 
NOIFZ, indicating that:
 

(a) the designation of Industrial Free 
Zones has b-een regularly
 
effected either by action of the Minister in chargo of industrial
 
development within thirty (30) 
days of receipt of a complete
 
application for such designation or by automatic approval as provided
 
in Chapter III, Article 6(b) of the Free Zone Law when the Minister
 
in charge of industrial development has failed to take any action
 
within thirty (30) days of receipt of a complete application for such
 
designation;
 

(b) Industrial Free Zone on-site customs inspections are operating
 
in compliance with all of the applicable provisions of the Free Zone
 
Law and Implementing Regulations;
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(c) 	the operation of the Industrial Free Zone Administrative Service

is in compliance with all of the applicable provisions of 
the 	Free
 
Zone Law and Implementing Regulations;
 

(d) 	Free Zone labor procedures are in compliance with 
all of the
 
applicable provisions of the Free Zone Law and the Implementing
 
Regulations;
 

(iv) 	a detailed Industrial 
Free Zone customs manual which fully complies

with all of the applicable provisions of the Free Zone Law and Implementing
 
Regulations;
 

(v) 	the annual review meeting described in Section 6 4 (g) of the Program
.
 
Agreement has been held as provided in such Section and a plan of action
addressing the issues raised during such meeting have been agreed upon by
 
the 	Grantee and A.I.D.
 

(c) Third Disbursement of Dollars
 

Prior to 
the 	third disbursement of $800,000 dollars under the program cash sector
 grant, or to the issuance by A.I.D. of documentation pursuant to which disbursement
will be made, the 
Grantee will, except as the Parties may otherwise agree in
writing, furnish to A.I.D., in form and substance satisfactory to A.I.D., 
evidence
 
of all of the following:
 

(i) 	the Grantee has not discontinued, reversed or otherwise 
impeded any

action it has taken in satisfaction of any of the conditions precedent to
the 
first or the second disbursement of dollars under the Program grant;
 

(ii) the NOIFZ continues to function substantially as indicated or agreed

to pursuant to paragraphs (iii), 
(iv) 	and (v) of Section C.l.(b) above;
 

(iii) the annual review meeting described in Section 6
 .4 (g) of the Program

Agreement has been held as provided in such Section and a plan of action

addressing the issues raised during such meeting have been agreed upon by
 
the Grantee and A.I.D.
 

2. 	Conditions Precedent to Release of Local Currency from the Special Local
 

Currency Account
 

(a) 	General Conditions Precedent to Release of Local Currency
 

(i) Prior to each release of local currency funds from the Special Local
Currency Account, a written agreement, in form and substance satisfactory

to A.I.D., shall have been signed by A.I.D., the Grantee and any recipients

of 	the funds to be disbursed pursuant to each release thereof 
from the
 
Special Local Currency Account which sets 
forth:
 

(a) a plan for the use of such funds;
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(b) the specific conditions precedent for release of 
such local
 
currency funds as specified in Sections 5.3, 
5.4 or 5.5, whichever
 
is applicable, of the Program Agreement; and
 

(c) a description of the financial mechanisms and the terms and
 
conditions by which 
such funds will be made available for such
 
planned use.
 

(ii) The written agreement described in Section 
5.2 of the Program

Agreement will be signed by A.I.D. only after A.I.D. is satisfied that the
 
conditions precedent for release of funds from the Special Local Currency

Account during a particular time period, as specified in Sections 5.3, 5.4
 
or 5.5 of this Agreement, whichever is applicable, have been fulfilled.
 

b. Conditions Precedent to Release of Funds During the First Term.
 

(i) Plior to disbursements of local currency from the Special Local 
Currency Account between October 1, 1990 and December 31, 1991 (the "First 
Term") for purposes of budgetary support to the NOIFZ, except as the 
Parties may otherwise agree in writing, A.I.D. shall require the provision
of all of the following, in form and substance acceptable to A.I.D.:
 

(a) an 
official, notarized copy of the corporate charter of the
 
NOIFZ;
 

(b) an opinion of legal counsel that the NOIFZ has been duly
 
organized and is in good standing as 
a non-profit, private entity
 
according the laws of the Republic of Cameroon;
 

(c) the identity of the general manager of the NOIFZ;
 

(d) the identity of the accountant for the NOIFZ; and
 

(e) evidence that the NOIFZ has established accounting procedures
 
in accordance with generally accepted accounting principles 
and
 
practices consistently applied.
 

(ii) Prior to disbursements of local currency from the Special Local
 
Currency Account during the First Term for purposes ot budgetary support
 
to the IPC, except as the Parties may otherwise agree in writing, A.I.D.
 
shall require the provision of all of the following, in form and substance
 
satisfactory to A.I.D.:
 

(a) an official, notarized copy of the corporate charter of IPC;
 

(b) an opinion of legal counsel that the IPC has been duly organized
 
and is in good standing as a non-profit, private entity according
 
the laws of the Republic of Cameroon;
 

(c) evidence that 
a Board of Directors for the IPC consisting of
 
representatives 
from both the public and the private sectors, but
 
with a majority of private sector representatives, has been duly
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selected. Evidence shall 
also include 
a list of the names of the
 
members of the Board of Directors;
 

(d) the identity of 
the general manager of the IPC;
 

(e) the identity of the accountant for the IPC;
 

(f) evidence, accvptable to A.I.D., that the 
IPC has established
 
accounting procedures in accordance with generally accepted

accounting principles and practices consistently applied; 
and
 

(g) an agreement in writing between A.I.D. and the Board of Directors
 
of the IPC regarding an action plan which 
the IPC will put into
effect before any disbursements 
from the Special Local Currency

Account are made during the Second Term (af 
 hereinafter defined).
 

(iii) Prior to disbursements of local 
currency from the Special Local
Currency Account during 
the First Term for purposes in support of the

objectives of the Program other than budgetary support to the NOIFZ or the
IPC, A.I.D. shall require that a written agreement must be reached between
 
the Grantee and A.I.D. specifying such other purposes for local currency
 
atilization.
 

1c) Conditions Precedent to Release of Funds During the Second Term.
 

,i) Prior to disburseme,:ts of local currency from the Special Local'urrency Account between January 1, 1992 and December 31, 1992 (the "Second
erm") for purposes of budgetary support to the NOIFZ, except as the;arties may otherwise agree in writing, A.I.D. shall require the provision
)f all of the following, in form and substance satisfactory to A.I.D.:
 

(a) an official documentation indicating that the NOIFZ is registered
as an entity duly constituted and existing under the laws of the 
Republic of Cameroon;
 

(b) an opinion of legal counsel that the NOIFZ is 
in good standing

as a non-profit, private entity according to the laws of the Republic
 
of Cameroon;
 

(c) official copies of documentation from the NOIFZ indicating, 
to

the satisfaction of A.I.D., 
that the NOIFZ has carried out, in full
 
compliance with the Free Zone Law and the Implementing Regulations,
 
all of the following:
 

- by action of its Board of Directors, adopted internal rules
 
and procedures regarding:
 

- the Free Zone Regime investment approval process,
 
- the Industrial Free Zone designation process,
 
- the Industrial Free Zone Administrative Service and 
. the provision of any and all permits related thereto; 
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implemented a system for 
the dissemination of information
 
regarding the procedures established for:
 

the Free Zone Regime investment approval process,
 
the Industrial Free Zone designation process,
 
the Industrial Free Zone Administrative Service and
 
the provision of any and all permits related thereto;
 

- established a single application form for requests for Free 
Zone Regime investment approval; 

. established a single application form for requests for 
Industrial Free Zone developer approval; 

- established a single application form for requests for 
Industrial Free Zone designation; 

- implemented a system which processes requests for Free Zone
 
Regime investment approval and issues a decision regarding such
 
requests within thirty 
(30) days after the submission of a
 
completed application for such approval;
 

- implemented a system which processes requests for Industrial 
Free Zone developer approval and issues a decision regarding
such requests within thirty (30) days after the submission of 
a completed application for such approval;
 

- implemented a system which processes requests for Industrial 
Free Zone designation and issues a decision regarding such 
requests within thirty (30) days after the submission of a
 
completed application for such designation;
 

- established dispute settlement mechanisms regarding 
controversies involving the NOIFZ and applicants for Free Zone
 
Regime investment approval, Industrial Free Zone developer
 
approval and Industrial Free Zone designation; and
 

(d) evidence of:
 

- the identification by the NOIFZ of appropriate sources of 
financing other than A.I.D.; and 

- the development by the NOIFZ of a medium-term financial plan 
for its next budgetary year; and 

(e) evidence that the local currency disbursed to the NOIFZ from the
 
Special Local Currency Account during the First Term was used for
 
the purposes agreed upon by the Grantee and A.I.D.
 

(ii) Prior to disbursements of local currency from the Special Local
 
Currency Account during the Second Term for purposes of budgetary support
 
to 
the IPC, except as the parties may otherwise agree in writing, A.I.D.
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shall require the provision of all of the following, Lii form and substance 
satisfactory to A.I.D.: 

(a) an official documentation indicating that the IPC is registered
 
as an 
entity duly constituted and existing under the 
laws of the
 
Republic of Cameroon;
 

(b) an opinion of legal counsel that the IPC is 
in good standing as
 
a non-profit, private entity according to 
the laws of the Republic
 
of Cameroon;
 

(c) an official copy of the by-laws and other 
internal rules and
 
regulations of the IPC;
 

(d) evidence that the lPC is functioning according to the action plan
agreed upon pursuant 
to Section 5.3 (b)(vii) of the Program
 
Agreement; and
 

(e) evidence that the local currency disbursed to the IPC from the

Special Local Currency Account during the First Term was 
used for
 
the purposes agreed upon by the Grantee and A.I.D.
 

(iii) Prior to disbursements of local currency from the Special Local
Currency Account during the Second Term for other purposes in support of

the objectives of the Program as may be agreed upon by the Parties, A.I.D.

shall require the provision of evidence 
of the following, in form and
 
substance satisfactory to A.I.D.:
 

(a) a written agreement between A.I.D. and the 
Grantee specifying

such other purposes for local currency utilization; and
 

(b) evidence that the local currency disbursed from the Special Local
Currency Account during the 
First Term for purposes other than
 
budgetary support to 
the NOIFZ and the IPC was used for such other
 
purposes as 
agreed upon by the Grantee and A.I.D.
 

(d) Conditions Precedent to Release of Funds Subsequent to the Second Term
 

(i) Prior to disbursements of local currency from the Special Local
Currency Account between January 1, 1993 and December 31, 1993 (the "Third
Term"), between January 1, 1994 and December 31, 1994 (the "Fourth Term")

and between January 1, 1995 and December 31, 
1995 (the "Fifth Term") for
 purposes of budgetary support to the NOIFZ, except as 
the Parties may
otherwise agree in writing, A.I.D. shall require the provision of ail. of
 
the following in form and substance satisfactory to A.I.D.:
 

(a) An official documentation indicating that the NOIFZ is registered

as an 
entity duly constituted and existing under the 
laws of the
 
Republic of Cameroon;
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(b) An opinion of legal counsel that the NOIFZ is 
in good standing
 
as a non-profit, private entity according to the laws of the Republic
 
of Cameroon;
 

(a) Evidence that the NOIF continues to function in full compliance
 
with the Free Zone Law and the Implementing Regulations, including,
 
but not limited to, evidence of the continuing regular functioning
 
of:
 

the 30-day Free Zone Regime investment approval process;
 

the 30-day Industrial Free Zone designation approval process;
 

the 30-day Industrial Free Zone developer approval process;
 

provisions of public services by the Industrial Free Zone
 
Administrative Service; and
 

dispute settlement mechanisms regarding controversies
 
involving the NOIFZ and applicants for Free Zone Regime
 
investment approval, Industrial Free Zone developer approval
 
and Industrial Free Zone designation.
 

(b) Evidence of:
 

- the identification by the NOIFZ of appropriate sources of
 
financing other than A.I.D. and
 

- the development by the NOIFZ of a medium-term financial plan 
for its next budgetary year; and
 

(c) Evidence that the local currency disbursed to the NOIFZ from the
 
Special Local Currency Account during the immediately preceding Term
 
was used for the purposes agreed upon by the Grantee and A.I.D. for
 
such Term.
 

(ii) Prior to disbursements of local currency from the Special Local
 
Currency Account during the Third, Fourth or Fifth Terms for such other
 
purposes in support of the objectives of the Program as may be agreed upon
 
by the Parties, A.I.D. shall request the provision of evidence of the
 
following in form and substance satisfactory to A.I.D.:
 

(a) a written agreement between A.I.D. and the 
Grantee specifying
 
such other purposes for local currency utilization during the
 
applicable Term; and
 

(b) evidence that the local currency disbursed from the Special Local
 
Currency Account during the immediately preceding Term for purposes
 
other than budgetary support to 
the NOIFZ was used for the purposes

agreed upon by the Grantee and A.I.D. for such immediately preceding
 
Term.
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3. Special Covenants
 

(i) The Grant will be free from any taxation or fees imposed under the 
laws
 
in effect in the Republic of Cameroon.
 

(ii) The Grant will not be used to finance military, paramilitary or police

requirements of any kind, 
including training, advice 
or the procurement

of commodities or services to be used by the military or police, 
or to pay

principal or interest on loans the military
to or police.
 

(iii) During the 
life of the Program, the Government of the Republic of

Cameroon shall consult with A.I.D. on 
an ongoing basis 
for the specific
 
purpose of implementing the reforms proposed to be achieved pursuant 
to
 
the Program as 
provided for and evidenced by this Agreement.
 

(iv) During the life of 
the Program, the Government of the Republic of
 
Came roon:
 

. shall not interfere with the internal affairs of the NOIFZ
 
(including the activities of the NOIFZ Board of Directors regarding

the powers and responsibilities delegated to 
it under the Free Zone
 
Law for 
Free Zone Regime investment approvals); and
 

-
shall comply in all respects with all of the provisions of the Free
 
Zone Law and the Implementing Regulations.
 

(v) During the 
life of the Program, the Government of the Republic 
of
 
Cameroon agrees that:
 

- it shall not permit or cause funds to be released from the Special
Local Currency Account unless the written agreement provided for in
 
Section 5.2 
of the Program Agreement 
relating to a particular

disbursement of funds 
from the Special Local Currency Account has
 
been signed by A.I.D., the Grantee and any and all 
recipients of
 
Special Local Currency 
Account funds released pursuant to such
 
disbursement; and
 

- any funds disbursed from the Special 
Local Currency Account will
 
be used only for the purposes specified in such agreement.
 

(vi) If within ten (10) days 
of the fulfillment 
to A.I.D.'s satisfaction
 
of the 
conditions precedent to disbursement 
of Special Local Currency
 
Account funds (referred to in Section 5.2(a)(ii) of the Program Agreement)

the Government of the Republic 
of Cameroon fails 
to sign the written
 
agreement with A.I.D. and the recipients of funds to be disbursed from the

Special Local Currency Account as provided by Section 5.2 of this
 
Agreement, then the Government of the Republic of Cameroon agrees that it

shall, within ten 
(10) days of its failure to sign, 
refund to the Special

Dollar Account the amount of the 
last disbursement of dollars 
into the

Special Dollar Account made by A.I.D. and any interest accrued thereon.
 

V\
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(vii) Beginning on September 30, 
1991 and continuing annually thereafter
 
during the life of the Program (including the Third, Fourth and Fifth Terms
 
as defined in Section 5.5 herein), the Government of the Republic 
of
 
Cameroon represented by the Ministry in charge of industrial development
 
agrees 
 to meet with A.I.D., the NOIFZ, the Industrial Free Zone
 
Administrative Service, and, up until the end of the Second Term, with 
the
 
IPC, for the purpose of assessing the functioning of the NOIFZ, the IPC
 
and the operation of the Free 
Zone Regime generally and for determining
 
subsequent disbursements of local currency from the Special Local Currency
 
Account.
 

(viii) The Government of the Republic of Cameroon shall, during the 
life
 
of the Program, maintain in full force and effect 
the policy reforms
 
implemented in compliance with Free
the Zone Law and the Implementing
 
Regulations and all 
of the conditions precedent to any disbursement of
 
dollars to the Separate Dollar Account.
 

(ix) The Government of the Republic of Cameroon shall provide a copy of
 
this Agreement to the NOIFZ and to the IPC.
 

D. Program Inputs and Activities
 

The A.I.D. inputs 
for PREPS have an estimated value of $6.16 million and consist
 
of sector cash grants, technical assistance, training, monitoring, evaluation and
 
audit exercises (See Annex 0 for 
a detailed presentation of the uses of the NPA and
 
PA inputs). These inputs 
will be used to conduct activities involving the
 
establishment and operation of the NOIFZ, the IPC, the Free Zone customs operations

and the Free Zone Administrative Service. 
The total estimated value of the sector
 
cash grants over the life of the program is $3.1 million, to be disbursed in three
 
tranches: FY 1990, FY 1991 and FY 1992. 
 The project assistance mode will be used
 
to implement the technical assistance, training, monitoring, evaluation and audit
 
exercises. The estimated value of this component is 
$3.06 million. The Project

Assistance Completion Date 
(PACD) is September 30, 1995. 
 Mission PD&S resources
 
will be used to conduct appropriate research activities regarding the 
Free Zone
 
Regime.
 

i. Sector Grants: $3.1 million
 

(a) National Office of Industrial Free Zones (NOIFZ) $2.1 million
-

The Free Zone Law authorizes the creation of the NOIFZ as a 
private, non-profit

organization. 
Its Board of Directors is made up of 6 private sector representatives
 
and 3 public sector representatives. 
 The Board operates on the principle of one
person, one-vote. The purpose of the NOIFZ is 
to serve as a one-stop shop for Free
 
Zone investment approval and for the provision of all licenses and permits required

to operate an export-oriented business under the Regime. 
 The intent is to: (1)
 
create a simplified, transparent and automatic investment 
approval process that
 
requires no more 
than 30 days to complete and (2) establish a formal advocate for
 
Free Zone investors to ensure that all privileges provided under the Law are
 
automatically granted. In addition, 
the NOIFZ will oversee management and
 
enforcement of the Regime. 
An "Administrative Service" will be established within
 
the NOIFZ ro provide all public services required Free
by Zone users (i.e.,
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automatic entitlement to labor 
permits, residency requirements and visas to
 
expatriate workers).
 

The NOIFZ will be 
staffed by individuals 
from the private sector. The staff will
 
be constituted as follows.
 

General Manager. 
The general manager will take charge of financial and strategic

planning and general management of the office. 
This individual will be directly

responsible to the Board of Directors 
and will participate in development of
staffing requirements, hiring procedures 
and other preparation for rendering

the office operational.
 

Assistant Manager. 
 The Assistant Manager will be responsible for the daily
operations of the Office, for reviewing investment applications and coordinating

the activities 
between the Office and the IPC. The incumbent will report

directly to the General Manager.
 

Industrial Engineer. The Industrial Engineer will be 
in charge of reviewing
investment applications and ensuring that the technical information is 
correct
and properly 
addressed in the investment applications. She/he will review

proposed investments for their possible environmental implications. The Engineer
will also monitor zone development from a planning and regional perspective to
verify that the demands of new projects will not strain the region's labor supply
 
or other social infrastructure.
 

Economist/Financial Analyst. 
 The Economist/Financial Analyst will 
review and
evaluate the financial information presented by developers and zone users,
collect data on zone development, and prepare reports on the progress of national
 zone 
growth. This person will be responsible for 
the management information
 
system in the Office.
 

Support Staff. The support staff 
will include an accountant, a bilingual

secretary, a receptionist, a driver, and a messenger.
 

In addition to personnel, the NOIFZ will 
require office space, equipment

furniture, rolling stock, and supplies. 

and
 
The office space will be provided as part
of the GRC's in-kind contribution. 
The local currency generated by the PREPS sector
 

grant will be used to help defray other start-up and operating costs of the NOIFZ
for the five year period 1990 to 1995. A contingency fund of $280,000 has also been
created under PREPS to address any short-falls in projected revenue to 
the NOIFZ.
 

(b) The Investment Promotion Center (IPC) 
- $1.0 million 

The 
GRC and the private sector are in the process of developing a strategy and
action plan for the promotion of investment, in general, and of Free Zone
investment, in particular. 
Under PREPS, USAID will assist the GRC and the private
 
sector in this endeavor.
 

In terms of organizational structure, private,
a 
 non-profit, transitional

Investment Promotion Center (IPC) will be established. The IPC will most likely
be governed 
by a Board of Directors consisting of seven private sector

representatives (with permanent 
representation from National of
the Office 


V.
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Industrial Free Zones, 
the Chamber of Commerce and the Chamber of Agriculture) and
 
five key government officials 
(Ministries of Industrial and Commercial Development,
 
Finance, Agriculture, Interior, and the Director General of the 
Cellule de Gestion
 
du Code d'Invesdissement).
 

The functions of the IPC will center 
around marketing and investor assistance.
 
Annex H provides 
a diagram regarding the proposed organizational structure of the
 
IPC.
 

As with the NOIFZ, PREPS authorizes use 
of local currency generated through the cash
 
grant to support development and operating costs of the 
IPC. However, this use is

authorized only for the 
first two years of the IPC's operations. During that time,
 
the GRC and the Cameroonian private sector are expected to 
organize a multi-donor
 
effort in support of the development and financing of 
a permanent Investment
 
Promotion Center. Positive indications of such support have already been provided

by th Canadians, the 
French, the Germans and the Belgians.
 

2. Technical Assistance
 

(a) Team Leader/Free Zone Policy Analyst (36 pms)
 

The Team Leader will be procured by the Mission under a personal services contract
 
and will oversee the implementation of PREPS. 
This will require coordination among

the relevant GRC ministries, USAID, the NOIFZ, private sector repre3entatives such
 
as the private sector Free Zone Advocacy Group, the IPC and Free Zone developers
and enterprises to 
promote proper implementation of PREPS. 
 The Team Leader will 
advise the NOIFZ on program strategies. She/he will work with the NOIFZ, other
 
members of the long-term TA team, and USAID to develop scopes of work for the short. 
term technical assistance and to develop and refine research funded by PREPS. This 
Team Leader will help the NOIFZ and GRC 
(as appropriate) analyze the findings of
 
studies and to use the 
findings to promote implementation of the Free Zone Regime.

She/he will also be responsible for managing all of the training funded 3ut of the
 
project component, and for overseeing 
the monitoring, evaluation, and audit
 
activities. 
 The Team Leader will report directly to the Mission's Private Sector
 
Officer.
 

This specialist should have an 
extensive professional and academic background in
 
international business/economics with experience 
 in free zones, investment
 
promotion, customs administration, management and policy analysis. 
She/he must be
 
fluent in both French and English.
 

(b) The NOIFZ (44 pms)
 

(i) Long Term T.A.: Free Zone Management Specialist (24 pms)
 

This specialist will assist the 
General Manager, facilitate the development of
 
appropriate management systems and office operating procedures, assist in the 
on
the-job training and formation of the cadres 
of the NOIFZ, and generally promote

the smooth operation of the Office. 
 He/she will be responsible for assisting the
 
NOIFZ in defining realistic and fair eligibility criteria for conferring IFZ status,

designing straightforward 
and objective application forms, and establishing
 
procedural mechanisms that will ensure the 
automaticity which is so crucial to the
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program's effectiveness. This expert will work with 
the Team Leader to provide

guidance on 
strategic planning, and in developing a working communication network
 
between the NOIFZ and GRC ministries and agencies that will play a key role in 
the
 
implementation of the Free Zone Regime. 
The Management specialist will also advise
 
on the development and implementation of the management information system (MIS)

for the NOIFZ. The MIS for the NOIFZ is to be 
coordinated with the information
 
system developed in conjunction with 
the MIS for the IPC so that the two systems
 
will be compatible.
 
This person should have extensive experience in developing and managing free 
zone
 

administrative bodies. 
 He/she should be fluent 
in both French and English.
 

(ii) Short-term Technical Assistance (20 pms)
 

The precise short-term TA program for the NOIFZ will 
be specified during the

implementation stage of 
PREPS. However, it is anticipated that specialists will
 
be needed to 
address emerging problems and shortcomings in the NOIFZ's activities
 
and performance involving the following: financial management, administrative delays

in reviewing and approving applications, staff deficiencies, enforcement techniques

of Free Zone rules and regulations, and the development of national medium- to long
term Free Zone strategy.
 

(c) The Investment Promotion Center (34 pms)
 

(i) Long-term T.A.: Institutional Development Specialist (24 pms)
 

This specialist will be assigned to the 
IPC and will provide assistance in staff

recruitment, establishment of internal policies and standard operating procedures,

and securing adequate financial support. He/she 
may also assist in designing
 
exposure tours for the Director of the IPC.
 

The specialist 
should have extensive experience in institutional development 
for
 
investment promotion. 
 He/she should be fluent in both French and English.
 

(ii) Short-term Technical Assistance (10 pms)
 

Short-term technical assistance needs are 
anticipated in the following areas for
 
the IPC.
 

0 MIS System Development: Technical assistance will be needed to
 
develop a computerized integrated MIS which includes office
 
automation, accounting, communications, investor tracking, and
 
database management. (5 pms)
 

o Development of Promotional Materials: 
 Assistance is needed in
 
designing and drafting a basic set of promotional materials. (4 pms)
 

o 
 Database and Reference Library Development: Assistance is required

for the development of databases 
on business operating conditions
 
and macroeconomic data relating to investment and export. 
The scope

of work also 
includes assistance in identifying and ordering
 
reference materials. (I pm)
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(d) Free Zone Customs Unit (8 pms)
 

Short-term technical assistance is 
 needed to conduct an audit of the existing
 
customs practices and regulations. 
The expert, working with Customs, will determine
 
optimal procedures (regarding entry, clearance, audit/inventory control) to ensure
 
that the treatment of 
zone goods is in accordance with the Free Zone Law. The
 
specialist will 
then work with Customs to develop detailed operating manuals,
 
specifying step-by-step the streamlined clearance, in-bond 
 transit,
 
surveillance/monitoring, and release procedures that Customs will employ for 
the
 
Free Zone firms.
 

3. Training
 

The objective of the training component of 
PREPS is to provide Cameroonians with
 
the capacity to implement the Free Zone Regime in accordance with the intent of its
 
provisions. Cameroonians in key institutions will need 
to acquire knowledge and
 
skills in specific 
areas related to the Free Zone Regime. The following describes
 
the program's proposed training activities.
 

(a) NOIFZ Staff
 

NOIFZ staff will be trained in the basic principles for assessing the viability of
 
proposed industrial Free Zones and of Free Zone enterprises. In-country seminars
 
will be given covering topics 
such as economic and market analysis, physical
 
planning, financial analysis, alternative ownership and management 
structures,
 
alternative forms of service, facilities 
provisions, etc. This training will
 
provide the staff with the analytical foundation required to 
review the proposed
 
Free Zone investments.
 

(b) IPC Staff
 

The IPC staff will require training in the basic principles of investment promotion

and investor services. This training will be conducted through a series of in
country seminars and workshops.
 

(c) GRC Officials
 

Training is needed to ensure that GRC officials involved in the Free Zone Regime

understand their new. roles and 
are capable of executing their responsibilities

efficiently. Specific training will be provided for the Ministry of Finance, which
 
will bear responsibility for ensuring foreign exchange access 
for IFZ-designated

firms and for monitoring transactions such as payment of local expenses (wage bill,

services, locally-sourced goods, etc.) and repatriation of earnings by foreign

investors. The capabilities of basic public service providers (i.e., 
 the
 
telecommunication, electricity and water companies) 
will also be assessed to
 
identify shortcomings and make recommendations for remedial action.
 

The training of the Port Authority, CAMSHIP, and CAMAIR personnel will be key 
to
 
the program effectiveness. The training will be 
aimed at familiarizing these
 
individuals with the streamlined procedures and preferential treatment accorded to
 
Free Zone 
users, and their respective roles in implementation of the Free Zone
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Regime. The Port Authority, in particular, can be a stumbling block to Free Zone
 
program implementation by imposing its own requirements that go far beyond those
 
of Customs or 
other regulitory personnel. A seminar will be directed at the role
 
of the Port Authority in the transshipment of Free Zone goods.
 

(d) Free Zone Customs
 

Training will be provided to the Free Zone Customs unit to ensure that they 
are
 
fully versed in the benefits accorded to Free Zone users and understand the on-site
 
customs clearance procedures developed under the Free Zone Regime. Informational
 
visits to other countries with Free Zones to view first-hand custom control measures
 
will be considered in addition to seminars.
 

(e) Zone Developers, Operators and Workers
 

Firms and individuals interested 
in the development of traditional, multi-user
 
facilities will benefit from training in 
the fundamentals of industrial planning.

This training includes all aspects of pre-investment analysis, from site selection
 
to market strategy development 
to physical and financial planning. In addition,

training in key business operat-onal aspects such as forming and supervising a
 
management team, strategic planning, pricing of facilities and services, could be
 
covered in periodic seminars. 
 The latter topics would also be covered in seminars
 
targeted specifically to Free Zone operators, and broadened to encompass the
 
following topics: basic management techniques, marketing and promotion, guidelines
 
for effective administration, financial accountability, interaction with GRC
 
officials, troubleshooting for tenants, etc.
 

Seminars will also be designed for the 
Free Zone labor force. These ean cover
 
subjects such as timeliness, accountability, rights and responsibilities of
 
employees, personal financial 
planning, budgeting, time management, etc. The
 
subject and frequency of the seminars will be determined by the level of demand for
 
them.
 

4. Monitoring, Evaluation and Audit (14 pms)
 

Short-term technical assistance will be required 
to collect baseline data and
 
follow-up for program monitoring and evaluation. Twelve person-months of short
term technical assistance have been estimated to 
meet program monitoring and
 
evaluation requirements. In addition, two person-months will be required for
 
audits.
 

5. Research Activities (26 pms)
 

Mission PD&S resources will be used to carry out a variety of research activities 
in support of PREPS. The topics for research will primarily be concerned with 
developing an information base for understanding the relationships between the 
performance of the Free Trade Zone, domestic policies and economic and social 
welfare of Cameroonians. The studies will provide direct 
input into the policy
 
reform efforts. These studies should be coordinated with the NOIFZ and the Ministry

of Industrial and Commercial Development, given the latter's role in 
promoting
 
industry and trade in Cameroon.
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The PAAD/PP recommends the following 
studies. Additions or modifications may be
 
made during implementation of PREPS. The Coordinating Committee for PREPS (see
 
Program Management and Administration section of 
this paper) will be responsible
 
for approving studies and ensuring dissemination of their results.
 

" 	 Communication and Information. This study is the first step in
 
stimulating "backward linkages" 
to the Free Zone. Lack of communication
 
between Free Zone and non-Free Zone enterprises is a major obstacle to
 
local sourcing. 
To address this constraint, a comprehensive survey of the
 
capabilities and operations of 
the local business community should be
 
undertaken. This study will form the basis the
for development of a
 
computerized data base of local 
sourcing opportunities. The information
 
gathered in this survey 
can then be utilized in targeting high-potential
 
domestic sectors and firms 
for production assistance.
 

In addition, the 
scope of work should include the formulation and
 
implementation of a multi-faceted promotional effort 
to raise public
 
awareness and support for the 
backward linkages effort, employing print

and electric media, as well as promotional events, informational brochures,
 
directories of businesses and their products, and the like. 
 Drawing upon
 
the information collected in the survey, these documents will serve as up
to-date, accurate references for both Zone users interested 
in local
 
purchasing opportunities, and 
local 	firms in pursuit of new markets. (6
 
pms)
 

o 	 Policy Modification. Industrial linkages between free 
zones and the host
 
economy do not occur in the 
absence of concerted policy reform measures.
 
Hence, to the' extent the GRC's industrial policies and practices employ

supportive 
 mechanisms such as streamlined administrative regimes,
 
tax/tariff incentives, and relaxed foreign exchange control measures, the
 
concrete results that are delivered under the backward linkages support
 
will be amplified and accelerated.
 

The technical assistance under this study will be directed toward
 
identifying policy constraints to local sourcing by Free Zone enterprises
 
and export expansion of the industrial sector. Based upon 
these
 
investigations, concrete recommendations regarding needed policy reforms
 
can be developed along with a national consensus in support 
of such
 
measures to catalyze their implementation. Concurrent with this consensus
 
building, targeted investigations should be conducted of key policy areas
 
cited by local firms as obstacles to their financial and economic
 
performance. These studies may encompass such issues as 
foreign exchange
 
control, customs procedures, and import policies and practices, as well
 
as non-governmental obstacles such as 
shipping rates and scheduling. (4
 
pms)
 

o 	 Production Improvement. The industrial sector survey and canvass of needs
 
of existing or potential 
Zone users can be used to identify the local
 
industrial 
sectors and firms with the best potential for establishing
 
backward linkages. 
This requires both a demand assessment of the Free Zone
 
community and supply analysis of capabilities of local industry. Once the
 
customer requirements are known, technical specialists can be employed to
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visit representative companies and conduct first-hand assessments of their
 
operations. These preliminary site visits will then form 
the basis for
 
identification of high-potential local businesses. In follow-up to these
 
investigations, detailed diagnostic assessments should be conducted by the
 
technical specialists to identify specific production and managerial
 
capabilities and constraints. These investigations will produce individual
 
action plans for each firm visited, specifying the type of technical
 
assistance that is needed and its cost. These action plans can then be
 
utilized by the firm in its strategic planning and by the Ministry of
 
Industrial and Commercial Development to determine where best to direct
 
further technical assistance. (8 pms)
 

0 	 Sector Analyses: The purpose of these studies is to identify specific 
sectors that should be targeted for investment promotion in the Free Zone. 
These studies will identify opportunities in key sectors and will include 
a pro-forma cost analyses for typical operations. The results of the 
studies can be used by the IPC in its program. (4 pms) 

0 	 Social Implications of the Free Zone Regime: This study will assess 
the
 
social implications of the Free 
Zone Regime in Cameroon. Particular
 
attention will be given to the impact on women, equity and the socio
economic dynamics created by the zone. The Social Soundness Analysis
 
section of this paper discusses representative issues for the study. The
 
study should be conducted in two phases to observe change over time. (4
 
pms)
 

E. Relationship to Other USAID Activities
 

The Africa regional Human Resources Development Assistance (HRDA) project will
 
continue to fund training that is complementary to the objectives of PREPS.
 
Activities under the Agriculture Education Project at Dschang, the Root and Tubers
 
Research Project, and the Cameroon Agriculture Policy Project which foster the
 
development of small and medium scale enterprises (SME) will help local
 
entrepreneurs in developing agro-industrial activities and skills for backward
 
linkages and direct investment in the free zone. Activities of the Credit Union
 
Project directed at improving access to credit for SMEs will promote investment by

these enterprises in the Free Zone and related activities. USAID's pilot programs

under the PRE Loan Portfolio Guarantee (LPG) Program and AFR/MDI's Venture Capital
 
Project will also help the development of Free Zone enterprises by facilitating
 
access to medium-term credit and to venture capital.
 

F. Relationship to Other Donor Programs
 

PREPS is directly supportive and complementary to several of the World Bank's
 
objectives under its Structural Adjustment Loan program, including the removal of
 
domestic distortions in the area of trade and production and the development of an
 
efficient private sector. In addition, the development of PREPS was coordinated
 
closely with the Bank's Export Diversification Project and the activities of the
 
Foreign Investment Advisory Service (FIAS) of the International Finance Corporation
 
(IFC) aimed at studying existing laws, rules, regulations and procedures that may

hamper private sector growth in Cameroon. This collaboration will continue during
 
the implementation of PREPS.
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Consultations are ongoing with other donors regarding follow-on financing of the
 
Free Zone Investment Promotion Unit proposed under PREPS. 
 Given the relationship
 
Cameroon has with the EEC as an ACP country under the Lome Convention, European
 
donors (i.e., the Belgians, the French and the Germans) are promising candidates
 
to provide funding for a permanent Investment Promotion Center after funding under
 
PREPS for the provisional Center ends. The Canadians have also expressed a strong
 
interest in supporting this effort. During implementation, USAID will promote
 
dialogue with these donors and other European and Asian donors on how they can
 
support the Free Zone Regime through development assistance and commercial programs.
 
USAID plans to help organize a donor group meeting to promote collaboration on the
 
needs and opportunities in the Free Zone Regime.
 

A.
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V. MONITORING. EVALUATION AND AUDIT
 

The PREPS monitoring, evaluation, and 
audit component has the following primary
objectives: 
 (a) to verify GRC 
 and NOIFZ compliance 
 with the program's
conditionality; (b) to promote the smooth implementation of the program (compliance
with conditionality, technical assistance, training, research) 
by identifying

foreseeable bottlenecks 	and cataloguing lessons 
learned; 
(c) to verify attainment
of program objectives; 
and (d) to assess the socio-economic impact of the program.

Monitoring and evaluation will 
take place at the following four levels:
 

o inputs -> monitoring the flow and 	management of inputs;
 

" outputs -> determining whether the inputs provided accomplished
 
their objectives (i.e., were targeted policy 
reforms
 
achieved) as 
a first step in measuring impact;
 

" purpose -> 	 determining progress toward achieving the program's goal
based on whether the intermediate (purpose-level)

objectives were obtained (e.g., issuance of implementing

order simplifying investment approval process leads to
 
actual reduction in time taken to complete process); and
 

o goal -> 	 determining the impact on people of achieving the
 
intermediate level objectives (e.g. 
, the number of jobs 
created). 

Reliable baseline 
data are required to conduct 
the monitoring and evaluation
activities. 
 The program provides resources to assemble 
such data. PREPS is a
policy program that takes 
a somewhat novel approach to 
reform. The implications
are far reaching. A comprehensive information and evaluation system is warranted.
 

The Team Leader will be responsible for coordinating the 
monitoring activities,
identifying data needs, and ensuring that data collected are pertinent, timely and
accurate. All 
 three long-term advisors 
 will have specific monitoring
responsibilities. 
 Short-term consultants will be 
used to address implementation
 
problems as they arise.
 

The following summarizes monitoring at each of the 
four levels.
 

A. Input Monitoring
 

Issue: What resources were planned and provided by A.I.D. ?
 

USAID will provide the following inputs for PREPS:
 

-- $3.1 million sector grant;
 

- - 84 person-months of long-term technical assistance;
 

approximately 50 person-months of short-term technical assistance;
 

a series of in-country training seminars and workshops;
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The Team Leader will be responsible for managing disposition of 
inputs related to
 
short-term technical assistance, training, and research. She/he will 
report to

the Mission Private 
Sector Officer on the availability and application of these
 
inputs. In addition, the Mission Private 
Sector Officer will verify the
 
disbursement of local currency 
 under the program. Program and Project

Implementation Letters 
(PILs), Project and Program Implementation Orders (PIOs),

financial reports and Program/Project Implementation Reports will be used to
 
document disposition of inputs.
 

The Team Leader will also track the manner in which 
the NOIFZ receives financial
 

coopt
 

support from the private sector. This support will indicate the worth of the 
program to its immediate beneficiaries. Care must be taken to ensure that the 
sources and modalities of private sector contributions do not undermine or 
the Free Zone Regime.
 

B. Output Monitoring
 

Issue: What concrete change, or tangible object, process 
or practice has been
 
created as a consequence of A.I.D.'s inputs?
 

The major outputs targeted in 1990 are as follows:
 

issuance of Implementing Regulations 
regarding Free Zone investment
 
approval, holding of foreign exchange, transfer of dividends and profits,

negotiation of employment contracts, 
private provision of electricity,

water and international communication services, Free Zone administrative
 
services, dispute settlement, and FTZ user rates for utilities and public
 
services;
 

The Team Leader will coordinate with the Mission Private Sector Officer to 
ensure

that the Mission is kept abreast of progress in meeting program outputs. 
 Issuance
 
of implementing orders will be documented by signed ministerial orders. 
The Mission
 
Private Sector Officer will also maintain contact with appropriate private sector
 
individuals associated with the Regime to assure that the reforms put into practice
 
continue.
 

Under the subsequent tranches and disbursements, 
the program will have additional
 
outputs that build on and reinforce the first generation outputs. These latter
 
outputs will be monitored in a similar fashion.
 

C. Purpose Monitoring
 

Issue: What are the indicators that the outputs 
and program participants are
 
interacting 
in such a way that there will probably be a people-level
 
impact?
 

The program's purpose 
is to support the development and implementation of a
 
privately managed free zone regime 
which operates efficiently and in strict
 
adherence with 
the intent and provisions of the Cameroon Free 
Trade Zone L.aw.
 
Attainment of the purpose will be indicated by the following:
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decrease in time and cost required for investment approval;
 

increase in efficiency and integrity in the provision of customs clearance;
 
and
 

increase in efficiency and objectivity in the settlement of disputes among
 
and between investors and regulators.
 

During the early months of implementation, baseline data must be established toallow measurement of change at the purpose level. The Team Leader will direct thisdata collection effort. 
 The baseline 
survey should be updated annually. These

data will provide a basis for adjusting the program course of action, if necessary,

and making critical judgments about the progress of the program. The Mission
Private Sector Officer will ensure that the results of the surveys are incorporated 
into the program implementation reports.
 

D. Goal Monitoring
 

Issue: What are the results, or people-level impacts, of the program?
 

The goal of PREPS is to increase investment, employment, production and expand
markets in the export sector. 
 As is the case with purpose level monitoring, good

baseline data are essential to monitoring at the goal level. The program's baseline 
surveys and annual updates will be used to satisfy this need.
 

In addition, PD&S resources will be used to finance several special research studies
that will produce information to assess the program at the goal level. These
studies will examine constraints to increasing the development impact and suggestways they may be overcome. The social impacts and consequences of the Free Zone
 
Regime will also be addressed by these studies.
 

E. Evaluations and Audits
 

The comprehensive monitoring plan prescribed for PREPS will reduce the level ofeffort required for evaluations. Two evaluations are 
scheduled. The first shouJd

take place in mid-1992. The purpose of this evaluation would be to test the
program's assumptions, summarize progress at and to
the input level, the extent
possible, review progress at the output, purpose 
and goal levels. The second

evaluation should take place at 
the end of the program and will assess whether

input, output and purpose level objectives were obtained, and whether progress was
 
made toward attainment of the program's goal.
 

A non-Federal program audit will be performed during the fourth year of the program

to verify that funds have been appropriately utilized. Additional funds will be
 
available to audit accounts held by the GRC, the NOIFZ, and the IPC.
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VI. PROGRAM MANAGEMENT PROCUREMENT AND IMPLEMENTATION
 

A. Program Management
 

This 	section describes the major roles to be played during implementation of PREPS and
 

the capability of the Mission to implement the program.
 

1. Major Roles and Responsibilities
 

(a) 	Policy Dialogue
 

USAID/Cameroon senior management will lead discussions with the CRC at the Presidential
 
and Ministerial levels (as need be) to facilitate implementation of policies as planned

by PREPS and to 
iiitiate dialogue in new areas that surface during implementation.
 

(b) 	Cameroonian Implementing Institutions
 

The Implementing agency for the GRC will be the Ministry of Industrial and Commercial
 
Development (MINDIC). At the technical 
level, USAID/Cameroon will coordinate with
 
MINDIC on the program's reform efforts and research. Other than its responsibility to
 
review requests for zone designations to ascertain the possibility of public harm,

MINDIC along with other GRC agencies including the Office of the President, Customs,

the Central 
Bank, the Ministry of Labor, and the Port Authority must delegate full
 
responsibility to the 
NOIFZ to administer the Free Zone Regime in accordance with the
 
provisions of the Law. 
The transitional IPC will have responsibility for implementing

the investment promotion strategy for the Free Zone Regime. 
The key beneficiary group,

the private sector, will be represented through the Free Zone Advocacy Group, as well
 
as 
through the private sector representatives on the Board of Directors of the NOIFZ.
 
These two groups are expected to play a critical role in ensuring that 
the Regime
 
operates efficiently and that the NOIFZ is ultimately self-financing.
 

(c) 	Overall Program Management, Technical Assistance, Training and
 
Research
 

A program committee will be constituted within USAID/Cameroon to monitor the
 
implementation of PREPS. This committee will be chaired by the Private Se.ctor Officer.
 
Other members of the committee will include representatives from the Project Design

and Evaluation 
(PDE), the Agriculture and Rural Development (ARD), the Education,

Health, and Human Resources (HRDA) and the Controller (CONT) offices. The committee
 
will review reports and recommendations made by the contractor for their technical and
 
program soundness. 
 The committee will also provide guidance on A.I.D. requirements

and resources related to the implementation of PREPS. The Private Sector Officer will
 
monitor the overall program and specifically the performance of the technical
 
assistance contractor. 
 He/she will also take primary responsibility for the policy
 
dialogue and donor coordination at the technical level.
 

Sound program coordination at the technical level must go beyond the Mission, however.
 
The program's elements 
include the NOIFZ, the transitional IPC and other Free Zone
 
related activities. Several players have 
a role in facilitating implementation, and
 
hence, an opportunity to frustrate implementation. A program Coordinating Committee
 
will be established to serve as a forum to 
resolve problems and make decisions that
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are fundamental to achieving program objectives (e.g., research topics). 
 The number
 
ot permanent members of the Committee should be kept small. 
 The committee will be
 
chaired by the Managing Director of the 
NOIFZ and will include the Mission's Private
 
Set,:or Officer, a representative from MINDIC, a representative 
from the Free Zone
 
Administrative 
 Service, and a representative from the Ministry of Plan.
 
Representatives from the Presidency, Customs, the 
 Central Bank, the Ministry of
 
Finance, the Ministry of Labor and the 
Port Authority will be invited to meetings that
 
concern problems or issues in their domain. 
The Managing Director of the transitional
 
!PC will also be a member of the committee during the 
first two years of the program.
 
The Committee will meet annually to 
review program progress and on an as-needed basis.
 

2. USAID Management Capability
 

PREPS capitalizes on USAID's comparative advantage in implementing NPA activities and
 
promoting policy in
reform Camerocn. 
 The Mission has acquired significant

institutional expertise in program assistance as a result of its experience with 
the
 
Fertilizer Sub-Sector Reform Program (FSSRP). 
 The Mission is familiar with the
 
procedures for releasing, monitoring and accounting 
for dollar disbursements. The
 
procedures that have worked well for the 
implementation of FSSRP have been documented
 
and serve as guides for implementation of NPA activities. 
 The Mission has also
 
established important contacts and credibility within the GRC up to and including the
 
Presidency which facilitates policy dialogue.
 

With regard to PREPS, USAID/Cameroon initiated policy discussions with the GRC in
 
February 1989. 
This dialogue and subsequent analytical exercises have been coordinated
 
well with MINDIC. In addition, the 
idea of Free Zone Regime has been well received
 
by the Presidency and President Biya considers 
this to be his personal initiative.
 
The private sector has also played an 
integral role in the design of PREPS,
 
particularly through the private sector Free Zone Advocacy Group.
 

PREPS has 
also been designed to minimize the management burden on the Mission by

delegating as much responsibility as feasible to the contractors. 
The contractors will
 
manage project activities including technical assistance, training, research, and data
 
collection and analysis. 
 The Mission Private Sector Officer will supervise the PSC
 
and the institutional contractor's performance, using detailed performance 
criteria
 
set forth in their contracts 
to ensure high quality performance.
 

B. Procurement
 

USAID will procure the services of a Team Leader for the program through a 
personal

services contract. This contract will call for 36 person-months of long-term technical
 
assistance.
 

Other services required to implement 
PREPS will be procured through an institutional
 
contract for technical 
assistance solicited on an unrestricted, formal competition

basis. 
 Gray Amendment entities will be encouraged to participate in the competition
 
for this contract. The RFP 
will contain a provision requiring at least 10%
 
subcontracting to a Gray Amendment firm. 
 A Request for Proposals (RFP) will be issued
 
by the USAID/Cameroon RCO.
 

The institutional contractor will provide the 
technical expertise required by PREPS,

and manage and conduct training. The contract will require 48 person-months of long
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term technical assistance, 38 person-months of short-term technical assistance and in
country training consisting of seminars and workshops. It is expected that the
 
institutional contractor will draw upon local expertise whenever possible 
to support

the technical assistance and training activities.
 

In addition, the Mission will use existing buy-ins or issue IQCs to procure the
 
services of experts to conduct monitoring, evaluation and audit exercises 
related to
 
PREPS. 
 Approximately 14 person-months will be required over the life of the program
 
for these purposes.
 

As discussed in Chapter IV, Mission PD&S resources will be used to procure the services
 
of experts 
to conduct research activities related to the implementation and operation

of the Free Zone Regime. Twenty-six months of short-term technical assistance will
 
likely be required to carry-out these research efforts.
 

C. Program Implementation Plan
 

The following is the implementation plan for the program depicting approximate dates
 
by which critical actions 
are expected to be completed.
 

Action 
 Completion Responsible
 
Date Party
 

PAAD/PP Approval 8/90 
 USAID
 

and Authorization
 

r'rant Agreement Signed 
 8/90 USAID, GRC, REDSO
 

First Meeting of
 
Coordinating Committee 
 9/90 USAID, GRC
 

Technical Assistance Contract
 
Advertised in CBD 
 9/90 USAID, AID/W
 

Conditions Precedent
 
for First U.S. Dollar
 
Disbursement Fulfilled 
 10/90 GRC
 

Sector Grant Released 10/90 
 USAID
 

RFP for TA Contract Issued 10/90 USAID
 

LC Deposits in made into
 
Local Currency Special Account 10/90 GRC
 

Conditions Precedent
 
for First LC Disbursement
 
to NOIFZ Fulfilled 10/90 
 NOIFZ
 

LC Disbursement to NOIFZ 11/90 GRC, USAID
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Action Completion 
Date 

Responsible 
Party 

Closing Date for Responses 
to RFP 11/90 RFP Respondents 

Second PIO/T Issued 
Fund TA Contract 

to fully 
12/90 USAID 

Evaluation of Proposals 12/90 USAID 

Contract Awarded 12/90 USAID 

Inst. Contractor in Field 02/91 Contractor 

Contractor Submits 
Workplan for 1991 02/91 Contractor 

Conditions Precedent 
for First LC Disbursement 
to IPC Fulfilled 02/91 IPC Board 

NOIFZ and IPC fully 
Staffed and Equipped 04/91 NOIFZ, IPC 

Customs Manual 
Developed and Training 
Begins 

Baseline Surveys 
Initiated 

04/91 

04/91 

Contractor, NOIFZ, 

Customs 

Contractor 

Design of MIS foe 
NOIFZ and IPC 06/91 Contractor 

Training for NOIFZ 
Staff on Basics of 
Project Assessment 06/91 Contractor, NOIFZ 

Training for IPC 
Staff on Basics 
of Investment 
Promotion 06/91 Contractor, IPC 

PAAD Supplement Prepared 06/91 USAID, REDSO 

Revised Conditions 
Precedent Approved 07/91 USAID 

Grant Agreement Signed 08/91 USAID, GRC 
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Act ion Completion 

Date 
Responsible 

Party 

Conditions Precedent 
for Second U.S. Dollar 
Disbursement Fulfilled 09/91 GRC 

Sector Grant Released 09/91 USAID 

LC Deposits in made into 
Local Currency Special Account 10/91 GRC 

NOIFZ and IPC Fulfill 
Conditions Precedent 10/91 NOIFZ, IPC 

LC Disbursement to NOIFZ 
and IPC 12/91 GRC, USAID 

Annual Review and Workplan 
Approved for 1992 (will 
include scheduling of 
training and ST TA) 12/91 Contractor, Coordinating 

Committee 

Mid-point Evaluation 06/92 Contractor, USAID 

All Short-term TA and 

Training for IPC Completed 12/92 Contractor, IPC 

Annual Review and 
1993 Workplan 
Approved (will include 
scheduling of training 
and ST TA) 

Long-term TA for IPC and 
NOIFZ Departs Country 

12/92 

02/93 

Contractor, Coordinating 

Committee 

Contractor 

All Short-term TA, 
Research, and 
Training Completed 12/93 Contractor 

Annual Program 
Review 12/93 Coordinating Committee 

Close-out 
Report 01/93 

TA Contractor 

Contractor 

Annual Program Review 12/94 Coordinating Committee 

Non-Federal Audit of 
TA Contract 03/95 Contractor, USAID 

Final Evaluation 08/95 Contractor, USAID 
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VII. COST ESTIMATE AND FINANCIAL PLAN
 

A. Budget Estimates
 

1. Sector Grant
 

A.I.D. plans to provide Cameroon with three annual sector cash grants totalling
 
$3,100,000. The GRC will make local currency counterpart deposits equivalent to the
 
amount of each dollar sector cash grant. Section E below describes the purposes for
 
which the local currency will be used.
 

2. Project Assistance
 

A.I.D. plans to contribute $3,060,000 in project assistance from the Development Fund
 
for Africa to the PREPS project assistance component (see Tables 2 and 3). The GRC
 
will contribute the local currency equivalent of $1,661,545 (i.e., 35% of total planned
 
LOP costs).
 

B. Financial Plan
 

I. Obligation Schedule
 

USAID/Cameroon plans to obligate $1.3 million in sector grant assistance from its
 
regular OYB budget in the fourth quarter of FY 1990 (see Table 4). The Mission plans
 
to obligate an additional $1.0 million and $800,000 in FY 1991 and FY 1992,
 
respectively.
 

USAID/Cameroon plans to obligate $700,000 from its OYB to the project component of
 
PREPS in the fourth quarter of FY 1990. An additional obligation of $2,360,000 is
 
planned for the first quarter of FY 1991.
 

2. Methods of Implementation and Financing
 

The following chart summarizes the methods of implementation and financing to be used
 
in the project component of PREPS.
 

Method of Implementation 	 Method of Estimated
 

Financing Amount ($000)
 

Technical Assistance
 
AID Direct Contract (RFP) Direct Pay 2,497
 

Personal Services Contract 	 Direct Pay 563
 

TOTAL 	 3,060
 



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

58a
 

Table 2
 

Sunimary USAIO and GRC Expenditures for PREPS Project Assistance
 

(U.S. Dollars)
 

1991 1992 
 1993 1994 
 1995 Total
 

USAID 
 1.250.086 1.241.421 462,981 
 34,034 71,472 3,060.000
 

Technical Assistance 
 1.042.700 1.059.110 321.132 
 0 
 0 2.422.942
 

Long-Term (96 pms) 
 (798.500) (847.425) (196.796) 
 0 0 (1.842.721)
Short-Term (62 pms) 
 (244,200) (211,685) (124,336) 
 0 0 (580.221)
 

Training 
 177.986 151.447 77.022 0 0 
 406.455
 

Monitoring, Evaluation and Audit 
 29.400 30,870 64.827 34.034 71,472 
 230.603
 

GRC 
 1.394.280 81.145 59.039 
 61.991 65.090 
 1,661.545
 

In-kind rent for NOIFZ 
 70.550 56.228 59.039 61,991 65.090 
 312.898
 

In-kind rent for IPC 
 23.730 24.917 
 0 0 
 0 48.647
 

In-kind Free Zo;a L&nd Contribution 1.300.000 
 0 0 0 
 0 1.300.000
 

Total 
 2.644.366 1.322.572 522.020 
 96.025 136,562 4.721.545
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rable 3 

Summary Cost Estimate and Financial 
Plan for PREPS Project Assistance
 

(U.S. Dollars)
 

US AID 
 GRC 
 TOTAL
 

For. Exch. Loc. Curr. 
 For. Exch Loc. Curr.
 

Technical Assistance 2.42,94? 
 2.422,942
 

Long-Term (1.842.721) ...... 
 (1.842.721)

Short-Term 
 (580,221) - (580221)
 

Training 
 406,455 -- 406,455
 

Monitoring. Evaluation
 
and Audit 
 230.603 
 230.603
 

In-Kind Support 
 1.661,545 1.661,545
 

Total 
 3.060.000 -- 1.661.545 4.721.545
 

...............................................-----------------------------------------------
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Table 4 

PREPS Non-Project Assistance and Project Assistance Planned Obligations 

(U.S. dollars) 

Non-Project Assistance Component Project Assistance Component Program Total 

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

Fiscal Year 1990 

First Quarter .. 
Second Quarter -. 

Third Quarter .-

Fourth Quarter 1.300.000 700.000 2.000,000 

Fiscal Year 1991 

First Quarter .. 2,360,000 2.360,000 

Second Quarter 

Third Quarter .. 
Fourth Quarter 1,000.000 "" 1,000,000 

Fiscal Year 1992 

First Quarter .. 

Second Quarter .. 
Third Quarter .. 
Fourth Quarter 800,000 "" 800,000 

Total 3.100.000 3.060,000 6,160.000 

------------- 7------------------- --------------- ------------------------------------------
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In addition to funds authorized by PREPS, approximately $400,000 of Mission PD&S funds
 
will be used over 
the five-year life of the program to finance about 26 person-months

of short-term technical assistance for research studies. 
The Mission also anticipates

using resources under its 
Human Resources Development Assistance 
(HRDA) to support

appropriate complementary training activities throughout the life of the program.
 

C. Private Sector Financial Support to the Free Zone Regime
 

The Cameroonian private sector has bier, playing an active role in support of the Free
 
Zone Regime ever since the idea was introduced under the OPIC/AID Africa Free 
Zone
 
Initiative during a visit to Cameroon by an OPIC 
official in February 1989.
 
Immediately after the visit, key members of the private sector organized a "Free Zone

Advocacy Group" under the auspices of the Cameroon Chamber of Commerce, Industry and

Mines. This 
group consists of over 70 local businessmen who represent all regions

and ethnic groups in Cameroon. An executive committee of eight members headed by Mr.
 
Paul 2oppo Priso serves as the body which interfaces with the Government regarding the

Free Zone. 
 The Free Zone Advocacy Group played a critical role in the development of

the Free Zone Law. For the first time in 
the country's history, the Government
 
officially rcquested direct private sector input into the drafting of a law. 
The same
 
process is currently underway regarding the drafting of the 
Free Zone Implementing

Regulations. The creation of the NOIFZ will not change the role that the Free Zone

Advocacy Group will play. 
 The group will continue its advocacy role and lobby 
on

behalf of private sector interests vis-a-vis the Government and the NOIFZ.
 

Up to the present, the Free Zone Advocacy Group has invested much time and effort in

both informally and formally lobbying the Government regarding the development of the

Free Zone Regime. While it is difficult to quantify chis contribution in monetary

terms, it is fair to say that a sizeable 
amount of costs have been incurred in the

form of time, travel expenses, telephone calls and consulting fees. For example, the
 
Fxecutive Director of the Group has incurred costs related to his constant travel from

Douala to Yaounde to discuss Free Zone 
matters with the Government and the Mission,
 
as well as his time and effort expended during visits to Washington, D.C., Mauritius,

the Dominican Republic and Costa Rica regarding the Free Zone Regime. 
 In addition,

the Group hired 
a private research institute to assist them in developing their
 
responses to draft Free Zone Law. 
Time and effort is also being expended by the six

private sector members of the provisional Board of Directors 
of the NOIFZ in
establishing and implementing the Office. 
These are very real costs and imply a firm
 
commitment on the part of the private sector in support of the Free Zone Regime.
 

As requested during the ECPR Review, the Mission has recently approached the Free Zone

Advocacy Group 
to discuss ways in which the private sector could directly contribute
 
to the upfront costs of establishing the NOIFZ and to provide assistance throughout

the transition period (See Annex N). In response to this request, the group held a

meeting in Douala on August 9, 1990 to discuss the principle of further private sector

contributions in support of the Regime and 
possible modalities regarding these
 
contributions. 
 The results of this meeting were conveyed to the Mission Director in
 
a letter 
from Mr. Soppo Priso in which he expressed the group's continued strong

commitment to the development of the Free Zone Regime. 
The group agreed in principle

to support the transitional financing needs of the NOIFZ. 
As a first step, the group

has agreed to uover all costs related to the establishment of the NOIFZ (i.e., legal,

notary, registration and other related fees). Moreover, the group will continue its
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discussions regarding 
the possible ways 
in which private sector resources can be
mobilized, and the form in which these resources can best be provided, to support the
transitional 
costs of the NOIFZ. A work committee has been created to develop
proposals which 
the group can consider and act upon. 
 Mr. Soppo Priso also conveyed

the Group's gratitude for USAID's continued support of the its
Free Zone Regime and
important partnership in this endeavor. 
 The Mission anticipates receiving the Group's
proposal regarding the transitional financing of the NOIFZ by the end of the calendar
 
year.
 

It is also important to note that private sector support for the Free Zone Regime, in
general, and the NOIFZ, in particular, will be manifested in the form of user fees and
other fees to be assessed by the NOIFZ. In fact, these 
forms of revenue collection
 are the most fair and progressive (in 
contrast to regressive) vehicles regarding

generating 
private sector contributions in support of the Regime. Under this
mechanism, only the direct beneficiaries of the Regime (i.e., 
 Free Zone users) are
assessed a fee for the services and benefits being provided. As discussed in Chapter
VIII, private sector contributions in the form of user fees are estimated to range from
$175,000 to $785,000 
over the transition period, depending on 
the actual number of
enterprises that establish themselves under the 
Regime. In addition, the Board of
Directors of the NOIFZ is currently studying various mechanisms that could be developed
to assess fees on beneficiaries of the Free Zone Regime who are 
not industrial Free
Zone enterprises (i.e., local firms who sell goods 
and services to Free Zone
enterprises). Together, these private sector 
related fees will directly contribute
 
to the transitional costs 
of the NOIFZ and, ultimately, sustain the operating costs

of the NOIFZ after USAID's support through PREPS has ended.
 

D. Dollar Use and Tracking
 

The plan for dollar utilization and tracki.ng follows guidance provided by 1990 STATE
194322 "Financial Management Guidance on Dollar Separate Accounts for 
ESF Cash
Transfers and ESF-, 
 DA- and DFA-Funded Non-Project Sector Assistance Cash
Disbursements". The GRC 
will expend funds from 
the dollar disbursements for the
 
following purposes, in order of preference:
 

(1) importation of goods from the United States;
 

(2) importation of goods from other countries included in A.I.D. Geographic Code

899, and in conformit, with the policies of the GRC;
 

(3) payment of debts owed by the GRC to 
the United States (other than payment
of principal or interest on loans or credits which originally financed military

imports or other military requirements), provided payment 
of such debts is

consistent with the agreed reschedul.ing arrangements where applicable;
 

(4) payment of a debt owed by the GRC to 
a multi-lateral bank 
or to the
 
International Monetary Fund; 
or
 

(5) such other uses as the parties may agree in writing.
 

A.I.D. and the GRC will agree upon the general uses of the dollars which shall be
identified in the Program Grant 
Agreement. Upon satisfaction of the appropriate

conditions precedent, A.I.D. will make NPA cash disbursements.
 

http:tracki.ng
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The Program Agreement will require the CRC to deposit each sector dollar grant into
 
a non-commingled, interest-bearing account at a commercial bank in the United States.
 
The bank will be selected by the GRC. All interest earned on the bank account shall
 
be used only for the purposes identified above.
 

At the time of the request for the cash transfer from AID/Washington, the Mission will
 
identify the separate, non-commingled account established by the GRC at a United States
 
bank to which the funds will be disbursed. Based on the Mission's experience with the
 
FSSRP, it is expected that the transfer will be completed within two days, and
 
therefore, under current guidelines, additional accounting measures during the transfer
 
process will 
not be required. However, in the event that this expectation is not
 
realized, USAID will require separate accounts 
for the entire transfer process.
 

The GRC's Caisse Autonome d'Amortissement (CAA) will be responsible for managing the
 
dollar account. Based on the performance of the CAA in managing the separate dollar
 
account for the FSSRP (a $17.0 million cash grant) the Mission has determined that the
 
CAA has the institutional capacity to provide the necessary financial management. 
The
 
CAA will provide USAID with quarterly reports on the separate dollar bank account for
 
PREPS. The format for these reports will be outlined in a PIL and will provide
 
information 
on deposits to, withdrawals from, and disposition of dollars from the
 
dollar separate account.. The PIL will also identify any documentation necessary to
 
verify the accuracy of the reports and to accompany the reports that are submitted to
 
the Mission. In addition, the Mission will make arrangements to receive statements
 
on the dollar separate account directly from the bank where the account been
has 

established. 
The Mission will verify the reports at least once per year by inspection
 
of GRC records pertaining to the special account.
 

An annual review of the account will be conducted by the Mission. Given the small size
 
of the cash grant, a full audit is not warranted on an annual basis. However, the
 
Mission will reserve the right to conduct non-Federal audits of the account.
 

E. Local Currency Plan
 

1. Uses of Local Currency
 

The Program Grant Agreement will require the GRC to deposit the local currency

equivalent to th* amount of each sector dollar grant received from PREPS within 30 days
 
upon receipt of each such Qollar grant. 
 The amount of local currency shall be
 
calculated at the highest legal exchange rate in Cameroon for any person for any
 
purpose in Cameroon on the date of the sector grant disbursement by A.I.D.
 

The Program Grant Agreement will specify that upon receipt of each sector dollar grant,

the GRC will deposit into a separate, non-commingled, interest-bearing account the
 
equivalent local currency amount. 
 A.I.D. and the GRC will agree in writing on the
 
bank where the account will be established.
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The Grant Agreement will specify the following as the approved uses for the local
 
currency:
 

(a) support for the develop.ent and operating costs of the National Office for
 
2
Industrial Free Zones (NOIF, J.ring its first five years of operation;
 

(b) support for the de' elopinent and operating costs of the transitional
 
Investment Promotion Center (IPC) during its first two years of operation; or
 

(c) any other use mutually agrced to in writing by A.I.D. and the GRC.
 

Prior to each local currency disbursement, the GRC will furnish to A.I.D., in form and
 
substance satisfactory to A.I.D., a plan for the use of the funds and a description
 
of the financial mechanisms and the terms and conditions by which the funds will be
 
made available to the NOIFZ, IPC or other approved recipients. The conditions so
 
specified must be consistent with the conditions precedent tc releases from the local
 
currency account to the NOIFZ and IPC specified in the Grant agreement, unless agreed
 
otherwise in writing by A.I.D. and the GRC. To fulfil this requirement, the Mission
 
relies on the completion of an Activity Program Document (APD) for each approved use.
 
A copy of an APD is presented in Annex I to this paper. The APD contains the
 
necessary information to assure careful programming of local currency including how
 
the disbursement for the proposed use will support the goals and objectives of an NPA
 
activity such as PREPS, as well as evaluation and monitoring procedures, a detailed
 
budget and necessary provisions governing disbursements of the funds. The approved
 
APD will be signed by A.I.D., the GRC and the recipient. An approved APD and up-to
date reports on the local currency account will be the basis on which the Mission
 
Controller will countersign an order to withdraw funds from the separate local currency
 
account.
 

2. Local Currency Management Procedures
 

The Program Grant Agreement will also specify that: (a) the GRC will furnish
 
documentation on the deposition of funds from this account; 
and (b) A.I.D. maintains
 
the right to conduct a non-Federal audit of the uses of the local currency and of the
 
organizations to which the local currency is disbursed. In addition, the GRC will be
 
required to furnish the following:
 

(i) quarterly reports to A.I.D. on the local currency special account; and
 

(ii) bank statements on the local currency special account to A.I.D.
 

The GRC will require the recipient to maintain, in accordance with generally accepted
 
accounting principles and practices consistently applied, books and records relating
 
to the special account. A.I.D. will reserve the right to inspect these books and
 
records at all times. The books and records will be maintained for three years after
 
the last disbursement by A.I.D. under the Grant.
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Table 5 

Summary of Economic Benefits and Other Financial!Non-Financial Benefits of PREPS
 

(Inmillions of U S. dollars unless otherwise noted)
 

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


Scenario 1:
 

Total Economic Benefits 


To the GRC 

To Cameroonian Workers 

To Cameroonian Businessmen 

T. Foreign Businessmen 


Other Financial/Non-Financial 
Benefits
 
Reduced Int. Pmt. on BOP Financing 

Total increase in enpioyment (numbers) 


Scenario II:
 

Total Economic Benefits 


To the GRC 


To Ca ,eroontan Workers 

To Cameroonian Businessmen 


To Foreign Businessmen 


Other Financial/Non-Financial Benefits
 
Reduced Int. Past.
on BOP Financing 

Total Increase in employment (numbers) 


Scenario III:
 

Total Econrnmlc Benefits 


To the GRC 


To Cameroonian Workers 

To Cameroonian Businessmen 


To Foreign Businessmen 


Other Financial/Non-Finincial 
Benefits
 
Reduced Int. Pmt. on BOP Financing 

Total increase in employiment (numbers) 


Average

(PZ 


(a) 


27.3 


3.1 


15.9 


4.4 


3.9 


2.7 


4.000 


49.2 


5.6 


28.7 

7.9 


7.0 


4.9 


8.000 


72.6 


8.3 


42.3 


11.7 


10.4 


7.3 


12.000 


Agro Cameroon
 
Industry FTZ Industry
 

(b) ((a)-(b)]/2
 

46.8 
 37.0
 

6.5 
 4.8
 
25.2 
 20.5
 
9.2 
 6.8
 
5.8 
 4.9
 

4.7 
 3.7
 
1.500 2,750
 

84.3 
 66.8
 

11.8 
 8.7
 
45.4 
 37.0
 
16.6 
 12.2
 
10.5 
 8.8
 

8.4 
 6.7
 
3.000 
 5.500
 

124.5 
 98.6
 

17.4 
 12.8
 
67.0 
 54.7
 
24.5 18.1
 
15.6 
 13.0
 

12.5 
 9.9
 
4.500 
 8.250
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A series of assumptions are made 
in carrying out the economic analysis (see Annex J
for 
a detailed discussion of these assumptions and the methodology used in carrying

out the economic analysis). Moreover, three scenarios are developed regarding the
number and nature of Free Zone enterprises that will be established under the Cameroon

Free Zone Regime. These scenarios range from 20 firms (Scenario I) to 40 firms
(Scenario II) to 60 firms (%cenlrio III) over the five 
year period (see Table 6).
Since it is likely that both agro-industry and manufacturing activities will

developed under the Regime, 

be
 
a series of assumptions were made regarding the 
import


intensity and labor intensity of these activities. In addition, assumptions were made
regarding the average sales, 
profits and use of local resources by Free Zone
enterprises 
and by suppliers to Free Zone enterprises. Assumptions were also made
regarding the personal income tax rate that would be applied to employees income and
the profit tax 
rate that would be applied to the profits of suppliers to Free Zone

enterprises. Based on these assumptions, projections 
were made over the five-year
period 1991-95 regarding the in added theincrease value and distribution of thesegains between the Government; (in the form of increased tax revenue from Free Zone wagesand from wages and profits regarding local firms supplying Free Zone enterprises),
Cameroonian workers (in the form of additional wages from Free Zone related activities)

and Cameroonian businessmen 
(in the form of increased profits from Free Zone related
 
activities).
 

As revealed in Table 5, the economic benefits to be gained from the Cameroon Free Zone
Regime range from $37.0 million (Scenario I) to $98.6 million (Scenario III). 
 Given
that PREPS is 
a $6.16 million NPA/PA activity, this represents a return of 500 to 1,400

percent on USAID's contribution. Based on the combined USAID, GRC and private sector
contribution of $7.85 million (Scenario I) to $8.1 million (Scenario III), 
 this
 
represents a net return of between 370 
to 1,120 percent on the total contribution in
support of the Free 
Zone Regime.4 Again, these calculations do not take into
consideration the additional economic benefits that will continue to be gained after
the life of program period. 
 The distribution of the economic benefits between the
Government, workers ar. follows.
and businessmen as 
 The primary beneficiary are
Cameroonian workers who would receive between $20.5 million 
(Scenario I) and $54.7
million (Scenario III) in the form of addi.tional wages after tax. The second largest

beneficiaries are foreign and- local businessmen who would receive between $11. 7 million

(Scenario I) and $31.1 million (Scenario III) in the form of increased profits from
Free Zone related activities. 
 Finally, the Government will be a direct beneficiary
of between $4.8 million (Scenario I) and $12.8 million (Scenario III) in the form o

increased tax revenue from Free Zone wages and non-Free Zone wages and profits.
 

It is important to note, however, that addition
in to the quantifiable economic
 
benefits discussed above, the country will also benefit
directly from the
diversification of its production and export base away from oil, coffee and cocoa and
towards previously undeveloped agro-processing and manufacturing activities. 
 These
non-quantifiable gains to be had from economic diversification probably alone justifies

the development of the 
Free Zone Regime. As discussed in 
Chapter II, the current

economic and financial crisis facing Cameroon direct
is the result of a lack of
 

4 This assumed a contribution of $6.16 million by USAID, $1.15 million by the
GRC and $160,000 (Scenario I) to $410,000 (Scenario III) by the private sector in

the form of user fees over 
the five year period and $30,000 for the cost of
 
establishing the NOIFZ.
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Tab!e 5 

Projected Growth in Free Zone Enterprises 

Scenario I
 

Industrial Free Zone Enterprises 


Factory-Specific Free Zone Enterprises 


Total 


Scenario II
 

Industrial Free Zone Enterprises 

Factory-Specific Free Zone Enterprises 


Total 


Scenario III
 

Industrial Free Zone Enterprises 

Factory-Specific Free Zone Enterprises 


Total 


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


1991 

.... 

(0) 


(0) 


a 

(0) 


(0) 


0 


(0) 


(0) 


0 


o......... 


1992 


(2) 


(6) 


(4) 


(8) 


12 


(4) 


(12) 


16 


1993 

----.---.. 


(4) 


(8) 


12 


(6) 


(14) 


20 


(8) 


(22) 


30 


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

1994 1995 1996
 
---.. 
 .... 

(7) (10) (13)
 
(9) (10) (13)
 

16 20 26
 

(10) (16) (22)
 
(20) (24) (28) 

30 40 50 

(14) (22) (32)
 
(31) (38) (48)
 

45 60 80
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diversification in the country's production/export base and an overdependence on three
 
raw commodities (i.e., oil, coffee and 
cocoa). Due to circumstances beyond the

country's control 
(i.e., the decline in the 
world price of these three commodities),
Cameroon was thrown into a severe economic crisis from which it is presently struggling

to recover. The implementation of the Free Zone Regime and the corresponding

development 
a more diversified production/export 
base should greatly reduce the
 
country's vulnerability to external shocks in the future.
 

The country will also directly benefit from an improvement in its balance of payments.

With a net increase in the country's export bill, the deficit in 
its overall balance
 
of payments will correspondingly be reduced. 
This will directly reduce the need for
 
financing and hence reduce the level of Government budgetary expenditures required for
this purpose. 
This financing is provided through Cameroon's overdraft facility at the
 
French Treasury.5 Savings of between $3.7 
million (Scenario I) and $9.9 million
 
(Scenario III) 
would likely be generated through the reduction in the deficit in
 
Cameroon's overdraft facility at the French Treasury and the corresponding reduction
 
in interest obligations.
 

Finally, the country would benefit from an 
increase in new employment. The economic

benefits of this increase in employment was quantified above in the form of net wages

earned by employees of both Free Zones and suppliers of Free Zones. 
 In addition to
 
the economic benefit, there is the political and psychological benefit of a reduction
 
in the unemployment rate. The number of new 
jobs created by Free Zone enterprises

during the life of program/project ranges from 2,750 (Scenario I) to 
8,250 (Scenario

III). To this must be added the 
indirect creation of jobs resulting from increased

demand for local inputs and services. It is estimated that for every job created by
 
a Free Zone activity in Cameroon, an aaditional 3 jobs would be created in the local
 
economy. This would imply a net increase of between 8,250 to 
24,750 direct and
 
indirect jobs.
 

5 Under the franc 
 zone system, the French 
Treasury guarantEes the

convertibility of the Franc CFA at a fixed rate of FCFA 50 
- FF 1. Unlike in other
developing countries with non-convertible currencies, Cameroon does not face a
 
balance of payments or foreign exchange constraint outside of that instilled through

control of the growth in the 
money supply. Whenever Cameroon's stock of foreign

exchange held at the French Treasury is less than its demand for foreign exchange,
 
an overdraft occurs. The Government is subsequently obliged to pay interest on the
 
outstanding balance of this overdraft. 
To the extent that net exports increase as
 
a result of the Free Zone Regime, it will result in a reduction in the overdraft
 
facility and a reduction in 
interest payments owed by the Government, everything
 
else being held constant.
 

6 The economic analysis revealed that wages generated from backward linkages
were approximately 
three times the wage bill generated from the Free Zone
 
enterprises demanding the local inputs. 
 Assuming that the labor-intensity of

backward linkage activities is the same as Free 
Zone activities, then one could
 
estimate that three jobs would be created in the local economy for every job created
 
in the Free Zones. In fact, this is probably a conservative assumption, since the
 
production process for agricultural inputs used by Free Zone agro-industrial firms
 
is probably significantly more labor-intensive.
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In sum, the economic analysis reveals that USAID's financial contribution under PREPS
would generate economic benefits of $37 
million, even assuming the worse case scenario

of only 20 firms being installed under the Cameroon Free Zone Regime by the 
end of

program/project. These 
benefits would be shared 
between Cameroonian workers,
businessmen and the Government. 
 Additional benefits the of
in form economic

diversification, an improved balance of payments, an improved budgetary position and
increased new employment would also result from PREPS. 
 Based on this analysis, the
Mission strongly believes that the total gains to 
be had from PREPS fully justifies

the $6.16 million NPA/PA activity.
 

B. Financial Feasibility
 

This section provides a detailed financial analysis regarding the sustainability of
the Free Zonr regulatory institution (the NOIFZ) being supported under OREPS.
discussed above, the NPA component of PREPS 
As
 

is intended to finance 
the transitional
 
costs 
of the NOIFZ for a period of five years and the IPC for a period of two years.
As regard the IPC, the Mission has wade it clear to the GRC and the private sector that
it will not finance the 
Center over the medium-term. Rather, USAID/Comeroon will
provide the initial resources to help establish and operate the IPC for a period of
two years. During this time, it is expected that the GRC and the private sector will
mobilize the necessary resources to sustain the Center over the medium-term, beginning
in 1993. In the case 
of the NOIFZ, however, the Mission is making 1,tommitment to
finance the Office for a period of five years. 
After its initial start-up period and
 once a critical mass of enterprises are established under the 
Cameroon Free Zone
Regime, the should become
NOIFZ self-financing. 
 The main focus of the Mission's
intervention, therefore, 
is to cover the transitional costs of establishing 
and
operating the Free Zone regulatory body until it becomes self-sustaining. As discussed
in Chapter IV, conditions precedent have been established to ensure that the NOIFZ
establishes a financial which
master plan 
 will ensure its sustainability from
 
alternative sources of revenue.
 

1. The Investment Promotion Center
 

As discussed above, 
resources will only be made available to 
the IPC to cover its
first two years of operation. Beginning in the third year (i.e., 
1993), it is assumed
that the GRC will have mobilized bilateral and multilateral.sources of finance to cover
the operating costs of the Center throughout the medium-ttim. At present there no
national investment promotion body in Cameroon. 
is 


The Mission ha, therefore decided to
finance the first two years of the IPC's operating costs because it recognizes that:
(a) investment promotion will be critical 
to the overall success of the 
Free Zon-'
Regime; (b) "promotion" activities should not be mixed with "regulatory" activities;
and (c) Free Zone investment promotion should be done within the broader context of
overall investment promotion in to
order avoid duplication of effort and
inefficiencies. The Mission also recognizes that given its limited financial and human
 resources, USAID/Cameroon is in no 
position 
to finance the costs of a national

investment promotion program. 
Moreover, since a variety of countries would ultimately
be beneficiaries of the fruits of investment promotion, the Mission believes that the
medium-term financing of the 
IPC should rightfully be part of a multi-donor effort.
Consequently, USAID/Cameroon has decided that it will serve only as a catalyst for the
development of a privately-managed and operated investment promotion center by covering
the initial costs of the proposed provisional center up until a comprehensive, multi
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donor effort can be organized by t: e GRC. Based on preliminary contacts with the
 
French, the Canadians, the Germans, the Belgians and the World Bank, it appears that
 
such a muiti-donor effort will be possible.
 

2. The National Office of Industrial Free Zones
 

The primary recipient of the NPA local currency counterpart resources generated from
 
PREPS winl be the NOIFZ. The Mi:sion has 
decided to assist in the transitional
 
financing of this institution because it believes 
that: (a) the NOIFZ represents a
 
revolutionary experiment 
in the private management and operation of an important

regulatory body; (b) Government financing during the transition period would inevitably
 
bring with it Government interference in the affairs of the NOIFZ ; and (c) the NOIFZ
 
can ultimately be self-financing through the assessment of user fees and other sources
 
of revenue. Hence, to
the Mission is willing to provide the transitional financing

bridge 
the gap up unto the time that a critical mass of Free Zone enterprises obtain
 
Free Zone status so that the NOIFZ can be self sustaining. The Mission believes that
 
the NOIFZ will attain self-sustainability by the end of program/project period.
 
Specific conditions precedent regarding the identification of alternative sources 
of
 
financing and the development of a master financial plan have been set for the second,
 
third, fourth and fifth disbursements of local currency counterpart resources targeted
 
for the NOIFZ. The remainder of this section will address the 
issue of the financial
 
sustainability of the NOIFZ.
 

The Free Zone Law states that the NOIFZ shall be 
funded from the following three
 
sources of revenue: (1) annual contributions from Industrial Free Zone operators and
 
enterprises according to a scheme to be defined by the Board of Directors of the NOIFZ;
 
(2) grants, loans or service charges as decided by the NOIFZ's Board of Directors; and
 
(3) a portion of the proceeds from fines provided 
for by the Free Zone Law, in
 
accordance with a scheme to be agreed upon by the Government and the NOIFZ and ordered
 
by the Minister in charge of industrial development. Since thie NOIFZ is providing
 
Free Zone enterprises and developers with a tangible service in the form of a one-stop
 
shop for investment approval, a streamlined system of on-site customs inspection, 
a
 
one-stop shop for all administrative services required to operate an enterprise, as 
well as the 
provision of a package of other regulatory and financial incentives, it
 
is only reasonable that recipients of these services and benefits should be willing
 
to pay a nominal fee-. In the Free Zones found throughout the Caribbean and Asia,
 
average user fees of the equivalent of approximately $0.25 per square foot of under
roof space are assessed to Free Zcne enterprises by the Free Zone regulatory bodies. 7
 

Since the Cameroon Free Zone Regime goes beyond other Free Zone Regimes by creating
 
a privately managed and operated Free Zone regulatory body that is both a one-stop shop

for investment approval and for obtaining all required public services, a fee of this
 
magnitude would appear to be reasonable. In addition, it is common practice throughout

the world to assess a fee regarding the processing of applications by developers and
 
enterprises wishing to gain access to a Free Zone regime. 
These two sources of revenue
 
will provide the foundation for financing the NOIFZ.
 

7 In fact, Free Zone developers pay user fees to the regulatory bodies in
 
charge of the Free Zone regimes. These fees are passed onto Free Zone enterprises
 
through the monthly rental fee that is 
assessed by the developer.
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The inflow of application/user fee related revenues to 
the NOIFZ will ultimately be
 
a function of the following variables:
 

(a) the number of industrial parks created;
 
(b) the number of Free Zone enterprises established in these parks;
 
(c) the number of Point Francs established;
 
(d) the level of application fees; and
 
(e) the level of annual user fees.
 

The analysis presented below provides three main scenarios regarding the number of Free
 
Zone developers and enterprises (refer to Table 6). Within each scenario, the
 
sensitivity of revenue flows regarding the magnitude of user 
fees is also tested. It
 
is assumed throughout all three scenarios that the application fees for developers and
 
enterprises will be $500 and $100, respectively. These levels are considered to be
 
moderate by international standards. A sensitivity analysis was not performed on
 
application fees because they constituted only a fraction of the revenues that will
 
be generated by annual user fees. Sensitivity analyses were 
performed regarding the
 
level of user fees ($0.15 vs. $0.25 per square foot of under-roof space) and the number
 
of Free Zone enterprises established (20 versus 40 versus 60) by the end 
of the
 
program/project period. 
It is assumed chroughout the three scenarios that enterprises

would not be operational and that user 
fees would not be assessed until the beginning
 
of 1992, thereby allowing a full year start-up period. A break-even analysis was
 
performed in order to determine the "critical mass" or number of Free Zone enterprises
 
that would have to be created In order for the NOIFZ to be self-financing from only
 
application and user fees. 
 A total of 80 enterprises would be required.
 

(a) Scenario I: The Low Case
 

The Low case scenario assumes that by 1996 (one year after the end of the
 
program/project period) there will be 13 enterprises established 
in Free Zone
 
industrial parks and an additional 13 enterprises established as Point Francs. It is
 
assumed that it will take 
a full year after PREPS begins before the first Free Zone
 
industrial park becomes operational (i.e., in 1992). This industrial park will most
 
likely be the result of the ongoing USAID/OPIC Africa Free Zone Initiative which aims
 
at establishing an Free Zone industrial park in both Cameroon and Togo. 
 Free Zone
 
enterprises will moa likely begin operations within the industrial park during 1992.
 
It is assumed that there will be an initial inflow of 2 enterprises into the Free Zone
 
industrial park in 1992 and will be a gradual increase to 13 enterprises by 1996. With
 
regard to the Point Francs, it is assumed that there will be an initial inflow of 6
 
enterprises in 1992 and that this would gradually increase to 
13 enterprises by 1996.
 

Under this scenario (see Table 7), private sector contributions in the form of
 
application/user fees during the period 1990 to 
1995 would be $176,500 to $288,500,

while the required financing to close 
the revenue gap would be $1.8 million to $1.9
 
million. In addition, the NOIFZ would experience sizeable revenue shortfalls at the
 
end of PREPS under both the $0.15 and the $0.25 assumed user fee levels. The likely

shortfall would range from $275,000 to $327,000 beginning in 1996. A user fee of only
 
$0.15 per square foot would therefore be wholly inadequate to support the financial
 
costs of 
the NOIFZ. Even the establishment of the higher (yet internationally
 
competitive) user fee of $0.25 per square foot 
would be inadequate. Under this
 
scenario, therefore, the NOIFZ would have to mobilize $275,000 in 1996 from additional
 
sources of revenue in order to be self-financing. Moreover, the NOIFZ would have to
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Table 7
 

Financial Analysis of Nso;Z
 

NIu'Ter of Level of Total U'AI-D NO FZ Re i.dual 
Scenario Enterprises User Fees Rewe-je Cvltrib. Pevenwes Fin Gap 

1995/1996 (per sq, ft. 1950-95 1930-55 in '36 in '96 

20/26 $0.15 $176.5,00 $1.834.717 $19,600 S326.960 

20/26 $0.25 $288.5CO $I.778.258 1131.600 $274.360 

40/50 S0.15 
 $323.5:0 11.747.717 $153.000 $253.560
 
II 

40/50 
 10.25 $527.SCO $1.539.258 S253.000 $153.560
 

60/80 10.15 
 $481.500 $1.589.717 $248.500 $158.060
 
111
 

60/80 $0.25 $83.500 $1.283.258 $408.500 ($1.940)
 

........................................-----------------------------------------
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continue tj secure additional 
financing annually until the break-even number of 80 
firms was ittained -, e, ,an additional 5u enterprises). 

(b) Scenario II: Medium Case
 

The medi,um case scenario assumes that by 1996 there will be 16 enterprises established
 
in industrial Free Zone parks and 2" enterprises established as 
Point Francs. It is
 
urther assumed that 
two Free Zone industrial parks are established. The first would
 

be the one likel-i 
to be developed under the OPIC/AID Africa Free Zone Initiative, while
 
the second would be one likely to be established by a local Cameroonian who is
 
interested in developing an information-based Free Zone industrial park in Limbe. 
 It
 
is assumed that an initial 4 enterprises would be established in the Free Zone
 
industrial 
parks in 1992 and that this would gradually grow to a total 20 by 1996.
 
As regards the Point Francs, it is assumed that there will be 
an initial 8 enterprises

gaining this status by 1992 and that this 
will increase to a total of 30 enterprises
 
by 1996.
 

Under this scenario, private sector contributions in the form of application/user fees
 
during 
the period 1990 to 1995 would be $325,000 to $530,000, while the required

financing to close the revenue 
gap would be $1.5 million to $1.8 million. Once again,

the NOIFZ would experience revenue shortfalls at the end of PREPS under both the $0.15
 
and the $0.25 assumed user fee levels. The likely shortfall would range from $155,000
 
to 
$255,000 beginning in 1996 and would gradually decline until the break-even number
 
of 80 enterprises are established under the Regime.
 

(c) Scenario III: High Case
 

The high case scenario assumes 
that by 1996 there will be as many as 32 enterprises

established in Free Zone industrial parks and as 
many as 48 enterprises established
 
as Point Francs. In addition to the two Free Zone industrial parks noted in Scenario
 
II, this scenario assumes that a third park would be established in 1995. It is
 
further assumed that an initial 4 enterprises would be cstablished in the Free Zone
 
industrial parks in 1992 and that this would gradually grow to a total 32 by 1996.
 
It is also assumed that there will be an initial 12 enterprises gaining Point Franc
 
status by 1992 and that this will increase to a total of 48 enterprises by 1996.
 

Under this scenario, private sector contributions in the form of application/user fees
 
during the period 1990 
to 1995 would be $480,000 to $785,000, while the required
 
financing to close the revenue gap would be $1.3 
million to $1.6 million. The NOIFZ
 
would continue to experience a revenue shortfall at the end of PREPS of $158,000 
if
 
a user fee of $0.15 per square foot was employed. However, if a user fee of $0.25 were
 
employed, the Office would be fully self-financed by the end of program/program period.
 

These three scenarios presented above provide a reasonable range of the likely demand
 
by enterprises for Free Zone status, especially in 
light of the sizeable degree of
 
interest already expressed by both local and foreign businesses as noted in the Demand
 
Analysis presented Chapter III. Based on the market surveys performed and the degree

of interest expressed by Cameroonian and foreign businessmen to date, Scenario I is
 
most likely to be an overly conservative scenario, while Scenarios II and III are more
 
likely to come to fruition. Experience with Free Zone Regimes throughout the world
 
to date shows that by the end of the sixth year of operation, an average of 37
 
enterprises have been established (see Table 8). This has ranged from a low 9 and 15
 



TABLE 8
 
GROWTH IN EFFECTIVE DEMAND DURING YEARS 1-6 FOR VARIOUS EPZ PROGRAMS
 

(Number of Firms and Average Annual Rate of Growth)
 

Zone Program 


Costa Rica (All) 

Dominican Republic 

El Salvador(San Sartolo)/l 

Fiji All) 

Jamaica (Kingston)/i 

Jamaica (Montego Bay) 

Mauritius (All) 

India (Santa Cruz) 

Senegct (Dakar)/l 


Korea (Masan) 

Sri Lanka (Biyagama) 

. 

Average Number of Firms 
Medium Number of Firms 


/1 TSG estimates.
 

S• 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 
Average 

Annual Rate 
* of Growth 

S 

2 3 7 15 27 38 30% 
1 1 4 5 10 15 72% 
4 8 11 14 - - 52% 

59 82 - - - - 39% 
1 3 6 7 8 9 55% 
5 8 n/a - - - 50% 
9 19 33 46 68 85 57% 
3 8 17 23 n/a n/a 97% 
4 4 5 5 6 n/a 9% 
6 

12 
26 
15 

71 
n/a 

98 
n/a 

105 
n/a 

n/a 
n/a 

105% 
25% 

10 16 19 27 37 37 30% 
4 8 9 15 19 27 46% 

Note: n/a denotes data not available. EPZ programs in Jamiaca (Montego Bay Free Zone) and Fiji have not
 
been operational for six years. Data for Years 4-6 
in
 
El Salvador not presented due to the civil conflict.
 
Source: Data complied by The Services Group.
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enterprises in Jamaica and the 
Dominican Republic, respectively, to a high of 38 and
 
85 enterprises in Costa Rica and Mauritius, respectively. Moreover, the regimes which
 
permitted the creation 
of Point Francs (i.e., Mauritius and Costa Rica) had a
 
significantly higher number of Free Zone enterprises 
than regimes which did not. In
 
some cases, 
the growth in enterprises has been spectacular. For example, after only

the second year of operation, the Fiji Free Zone Regime had a total of 82 enterprises.

Similarly, the Korean Free Zone Regime had over 
100 enterprises operating by the end

of its fifth year of operation. It is important to note that none of these Free Zone
 
Regimes had privately-managed one-stop 
shops for investment approval and for the
provision of all administrative services required to establish and operate a Free Zone 
enterprise. Moreover, most of these regimes were traditional, labor-intensive export
processing zones rather than resource-based processing zones. 
 While it is difficult
 
at this point in time to state 
exactly what the actual demand for the Cameroon Free
 
Zone Regime, the Mission believes that the projections presented under Scenario II and
 
III are reasonable.
 

3. Other Sources of Revenue for the 
NOIFZ
 

As discussed above, the Mission has foreseen that the NOIFZ may not be self-financing

by the end of the program/project period if it relied only on user fees 
as a source
 
of income. In light of this possibility, USAID/Cameroon has designed into the 
PREPS
 
NPA/PA activity a process by which agreement can be reached in advance of the

program/project completion date regarding the self-financing of the Office. 
Conditions
 
precedent regarding the identification of additional sources of finance 
and the

development of a sustainable financial plan for the NOIFZ have been set for the second,

third, fourth and fifth disbursements of the 
local currency counterpart resources
 
generated the NPA dollar disbursement. The Board of Directors and staff of the NOIFZ

will have to analyze and determine what other sources of finance 
can be drawn upon

should the break-even number of Free Zone enterprises not occur before the end of 1995.
 

There are several alternative sources 
of finance that could be considered. For

example, since local enterprises providing goods and services to Free Zone enterprises

will directly and indirectly benefit from the Regime, 
a small fee could be assessed
 
upon them. This could take the form of a 
small supplement to the annual business
 
license fee that all enterprises must pay each year. Alternatively, a fee could be
 
assessed on private sector enterprises through the Chamber of Commerce, Industry and
 
Mines. 
The exact modalities will have to be discussed and their implications analyzed

thoroughly by the NOIFZ before a concrete proposal can be made. 
 In addition, annual
 
contributions to 
the NOIFZ could be provided by a Free Zone Businessmen's Advocacy

Association or Club to show its support for the Free Zone Regime. 
 If such a path were

pursued, efforts would have 
to be made to ensure that 
this group did not coopt or
 
unduly influence the staff of the NOIFZ or its Board of Directors. Such associations
 
currently exist in other Free Zone countries. Decisions regarding the level of
 
contributions and the mechanisms 
to used should rightfully rest with the NOIFZ.
 

As discussed above, the Free Zone Law allows the NOIFZ to be funded through grants and
 
loins, as well as 
through a portion of the proceeds from Free Zone related fines. 
The
 
NOIFZ could therefore obtain loans to cover its immediate obligations in anticipation

of receiving additional 
revenue from user fees regarding future enterprises that gain
 
access to the Regime. The NOIFZ should, however, be extremely prudent and ensure that
 
it can reasonably service any debt obligations that it undertakes. Although the NOIFZ
 
can expect to receive revenues from Free Zone related Fines, 
this would likely be an
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uncertain income stream. 
 For planning purposes, therefore, the NOIFZ should develop
 
a financing plan based on revenue 
sources that are likely to be stable.
 

Finally, it is important to note that the general wisdom is that the Franc CFA will
 
be devalued in the near future. It appears 
that it is no longer a question of

"whether" but one of "when." 
 Estimates of the likely 
level of devaluation range

anywhere from 30 percent to 
50 percent. Since the overwhelming majority of operating

costs incurred by the NOIFZ are 
denominated in FCFA, a devaluation of the 
Franc CFA

would have a strong positive effect on the Office's financial position to 
the extent
 
that the user fees are denominated in foreign exchange (i.e., 
U.S. dollars or French
 
Francs). Since exporters will be earning hard currency, they will not be adversely

affected by the devaluation in terms of their 
ability to pay dollar or franc
 
denominated user fees. In addition, a devaluation would have a strong, positive effect
 
on the 
sales and profits of Free Zone exporters since much of cheir operating costs
 
are denominated in FCFA while their 
revenues are denominated in foreign exchange. 
A

devaluation would therefore greatly relieve any financial constraint facing the NOIFZ.
 

Based on the actual experience with demand for Free Zone status, developments regarding

the devaluation of the Franc CFA, and the corresponding projection of financing needs,

the NOIFZ will develop and articulate a comprehensive plan for addressing these needs.
 
The conditionality established under F2.PS 
will help ensure that such a plan is
 
developed and implemented.
 

C. Institutional Feasibility Analysis
 

This section presents a summary of the analysis performed by the Mission in designing
the institutional arrangements developed under PREPS. 
 Since PREPS is fundamentally

a policy reform and institution building activity, this institutional analysis served
 
as the corner stone of the program/project design. 
 In developing its institutional
 
analysis, the Mission drew upon a variety of resources. Of primary importance was the
 
use of the analytical 
framework developed by Indiana University's Workshop on
 
Institutional Analysis and Policy Reform. 
The Mission held a series of consultations

with Indiana Professor Ron Oakerson which helped identify and analyze most of 
the
 
institutional constraints that are discussed below. 
Moreover, the insight gained from

this exercise was 
directly used in designing the particular institutions and rules,

regulations and procedures 
that are developed under PREPS to address these
 
institutional constraints.
 

1. Overviev of the Institutional Implications of PREPS
 

The purpose of PREPS 
is to support the development and implementation of new rules,

regulations, procedures and institutions that will reduce domestic distortions in the
 
economy and thereby improve the ability of local firms to compete in world markets at

world prices. This is to be accomplished through the careful 
development and

implementation of a regulatory framework which will govern and facilitate free 
zone
 
development in Cameroon. 
This regulatory framework involves two key components: (1)

a set of regulatory 
measures designed to encourage export industries by removing

existing disincentives and thereby allowing these firms to capitalize on the country's

inherent comparative advantages; 
and (2) a series of new discrete institutions that
 
are designed to oversee the regime and ensure 
that these regulatory measures are
 
properly implemented.
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The NPA and PA components of PREPS are designed to reinforce the regulatory and
 
institutional changes discussed above. The tranched disbursement of U.S. dollars
 
under the NPA are tied to the well functioning of the Government institutions and
 
their corresponding rules and procedures that play important roles in the operation
 
of the Free Zone Regime. Similarly, the tranched local currency counterpart funds
 
generated from the U.S. dollar disbursements are tied to the well functioning of the
 
private sector entities and their corresponding rules and procedures that play critical
 
roles under the Free Zone Regime. The PA component is custom tailored to provide the
 
tecbnical assistance and training that will be required to ensure that these public
 
and private sector organizations have the institutional capacity and know-how to
 
effectively and efficiently carry out their tasks.
 

2. The Ability of PREPS to Achieve Institutional Change
 

Efforts to introduce comprehensive economic and regulatory reforms on a national basis
 
are often blocked or impeded by entrenched bureaucracies and privileged interests.
 
At present, Cameroon is undergoing a comprehensive adjustment program that is
 
addressing a variety of structural and policy-related problems including: the
 
liquidation, rationalization and privatization of the parastatal sector; the
 
rehabilitation of the commercial banking sector; the rationalization of the tax system;
 
the liberalization of trade and price policies; the amelioration of the regulatory
 
environment; and the promotion of investment and export diversification. This
 
ambitious program will most likely take 5 to 10 years to fully implement and will
 
inevitably run up against major barriers and obstacles by proponents of the status quo.

Such problems have already been experienced vis-a-vis the IMF regarding the now
 
inoperative Stand-by Arrangement and vis-a-vis the World Bank regarding the delay in
 
the second tranche disbursement of the Structural Adjustment Loan.
 

In contrast, the success to date of export processing zones throughout the world in
 
bringing about sweeping policy reforms can be attributed to their geographically
 
limited nature. Because only discrete areas are affected, rather than the entire
 
economy, institutions and players with a stake in the status quo seldom mobilize in
 
opposition when liberalized economic policies are proposed for the Moreover,
zones. 

these changes are often obtained by proponents of liberalization without requiring the
 
use of prohibitive amounts of political capital in implementing the reform. This is
 
particularly true in the case of PREPS. The development and implementation of the Free
 
Zone Regime does not take away any power that is currently being wielded nor any wealth
 
that is presently being extracted. Rather, the institutions created under the Regime
 
are dealing with new economic agents--agents that would not invest in Cameroon in the
 
absence of the Free Zone Regime. Hence, existing institutions and players can continue
 
to do business as usual and are not being directly threatened by the new institutional
 
arrangements created under the Free Zone Regime. PREPS is therefore a more 
fortunate
 
position than, for example, FSSRP or PRAMS. In these two cases, existing institutions
 
had/have to be closed down and were/are replaced by new institutions. Hence, the
 
players with vested interest in the existing institutions have much more of a stake
 
involved in undermining the reforms.
 

3. Institutional Arrangements Under PREPS
 

The careful formulation of the regulatory framework which governs and facilitates Free
 
Zone development in Cameroon serves as the foundation upon which the Regime is based.
 
The Free Zone Law not only provides important incentives and other benefits offered
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to Free Zone enterprises, but also contains explicit provisions creating institutions
 
to ensure that these incentives and benefits are 
provided in an efficacious manner.
 
With regard to the incentives and benefits provided under the Free Zone Regime, local
 
and foreign export-oriented firms will be able to operate under a completely different
 
set of rules than that which exists in the rest of the economy. Important incentives
 
and exonerations have been built into 
the rule structure which will reduce domestic
 
distortions and increase the ability of the 
firm to operate at world prices. These
 
include, a 10 year tax holiday on corporate business taxes followed by a flat tax of
 
15 percent on corporate profits beginning in the eleventh year; 
complete exoneration
 
of all other direct and indirect taxes; exoneration from all customs duties and taxes;

exemption from restrictions on the purchase and sale of foreign exchange; guaranteed

right to hold foreign exchange denominated banking accounts; guaranteed right to
 
transfer abroad all 
funds earned and invested in Cameroon; exemption from all
 
production and sales related taxes on locally produced inputs; 
and exemption from all
 
price and margin controls.
 

In addition to changing the rules and regulations under which local and foreign export
oriented enterprises in Cameroon will operated, the Free Zone Law establishes a series
 
of new institutional arrangements which are designed to reduce the costs of doing

business in Cameroon. 
These include: (1) a one-stop shop for investment approval and
 
for obtaining all permits, licenses and authorizations required to operate a business

under the Free Zone Regime; (2) a streamlined system of on-site cus.. ms inspection;

(3) a streamlined system of labor contracting based on productivity; and (4) a system

of dispute settlement and enforcement mechanisms outside of the existing legal system.
 

(a) The NOIFZ: A One-Stop Shop for Investment Approval
 

The Free Zone Law creates a National Office of Industrial Free Zones (NOIFZ) which is
 
to serve as 
a one-stop shop for Free Zone investment approval and for the provision

of all licenses and/or permits required to operate an export-oriented business under
 
the Regime. The NOIFZ is a private, non-profit body rather than a Government
 
regulatory agency. 
It has a Board of Directors with 6 private sector representatives

and 3 public sector representatives and operates on the principle of one-person, one
vote. 
 Three of the private sector representatives are to be elected from among Free
 
Zone developers, operators and enterprises, thereby creating an incentive mechanism
 
for the office to be responsive to problems experienced by Free Zone users. In
 
addition, the NOIFZ is to be professionally managed by a private cadre rather than by

civil servants. Hence, a entirely different mentality and incentive system will be
 
put in place regarding the administration of the Free Zone investment approval process,

with the goal being quick investment approval.
 

The Free Zone Law transfers all regulatory and administrative authority regarding the
 
establishment and operation of a Free Zone Enterprise previously held by a myriad of
 
government offices and centralizes it within the NOIFZ. 
This is a direct attempt to
 
reduce the time and cost cf establishing a business in Cameroon, which as noted above
 
could require up to 24 steps, involving 20 ministries, agencies or offices and take
 
from 6 to 24 months to complete. In addition, the Law creates a simplified system of
 
investment approval. 
 Clear, objective eligibility criteria for Free Zone investment
 
approval are 
created and disseminated which minimizes any administrative discretion
 
-that could be involved in the process. Finally, the Law mandates a 30 day deadline
 
for investment approval. 
 If the NOIFZ does not render a decision by this date, the
 
investment approval request is automatically granted. These institutional measures
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are intended to create 
a simplified, transparent and automatic investment approval
 
process with minimum delay.
 

In addition to 
the investment approval process, the NOIFZ also has responsibility for
 
overseeing the management and enforcement of the Regime. According to the Law, the
 
package of Free 
Zone incentives and exonerations are 
to be provided automatically
 
upon investment approval. An "Administrative Service" 
is to be created within the
 
NOIFZ which will centralize all public services required by Free Zone users. 
Agents

of this service force will be empowered to single-handedly provide all the privileges

and exonerations that are mandated by the Law (i.e., 
automatic entitlement to labor
 
permits, residency permits and visas to expatriate workers). Moreover, the NOIFZ will
 
oversee the activities of the Administrative Service and facilitate the process of

obtaining all the benefits and privileges granted by the Law. 
 In sum, the investor
 
will simply submit his investment approval application to the NOIFZ. Afr-r the
 
application is approved, the NOIFZ will act on behalf of the investor and ensure that
 
all the privileges provided under the Law are automatically granted.
 

(b) 
Free Zone Customs: SystYA of On-Site Inspection
 

In place of the current system of customs clearance at the port of Douala, the Free
 
Zone Regime creates a system of on-site customs inspection. A whole new institutional
 
arrangement regarding the entry and exit of goods and services 
to and from the Free
 
Zones is therefore being created. 
Under this system, containers holding Free Zone
 
imports are immediately moved to a Free Zone holding area immediately after being off
loaded from the arriving ship where a customs seal is placed on it. 
 The container is
 
subsequently transported from the port to the industrial free zone by way of an escort
 
consisting of a customs 
official and a military guard. Documents are checked and
 
verified at the exit of the Free Zone holding area at the port and at the on-site
 
customs office installed at the industrial free zone. After entering the zone, the
 
container is escorted directly to 
the enterprise where the goods are unloaded under
 
the direct surveillance of a customs officials. 
Any goods not corresponding to those
 
specified on the official free 
zone customs form are immediately seized. A similar
 
process is used for exports from the industrial free zones.
 

It is important 
to note that since Free Zone enterprises are exonerated from all
 
tariffs and duties, 
customs agents no longer perform a "valuation" function regarding

the assessment of duties owed. 
 Under the current customs system, this valuation
 
exercise is the primary source 
graft and corruption. Since this exercise does not
 
occur under the Free Zone Regime, a significant source of corruption has been
 
eliminated. The other 
source of corruption involves the customs official's ability

to delay the clearance of the container. Customs officials often extract "fees" for
 
services rendered regarding the release of goods. 
Under the Free Zone Regime, however,

the clearance process is 
shifted away from the port of Douala to the individual free
 
zones involved. 
Moreover, the Free Zone customs clearance process takes place under
 
the watchful eye. of the Free Zone enterprise, the Frc, Zone developer and a
 
representative of the NOIFZ. 
To the extent that delays occur, the incentive structures 
are such that immediate action will be taken by the NOIFZ vis-a-vis the Administrative 
Service (i.e. , the unit involving Free Zone customs) to rectify the situation. In
 
addition, measures will be taken to pay Free 
Zone custom agents a higher salary and
 
to provide appropriate incentives for them to respect the "quick clearance" principles
 
of the Regime.
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(c) Free Zone Labor Regime
 

The Free Zone Law creates a distinct set of rules and procedures that Free Zone
 
enterprises follow regarding hiring/firing workers as well as sett.ing wages. Free Zone
 
enterprises are exonerated from the standard wage classification scheme specified under
 
the Labor Code which, 
as mentioned above, fixes all wages by industrial sector,
 
geographic location and level of formal education. 
In place of this system, Free Zone
 
enterprises have the right to freely negotiate contracts with 
their employees. In
 
particular, the Law specifies that Free Zone enterprises may set wages 
on the basis
 
of productivity and efficiency. 
 The Law also states that the restrictive and
 
bureaucratic procedures regarding hiring/firing can be replaced by the system agreed
 
upon between Free Zone employers and employees as developed during their collective
 
bargaining. The terms and conditions negotiated must be consistent with
 
internationally accepted workers' rights, including freedom of association, the right

to organize and bargain collectively, prohibition against all 
forms of force labor,
 
minimum age for the employment of children, and acceptable conditions of work with
 
respect to minimum wages, 
hours of work and minimum occupational health and safety
 
standards.
 

The net effect of the Free Zone Labor Regime is 
that wages can now be negotiated on
 
the basis of market forces rather than by administrative fiat. Since the current wage
 
structure is believed to be internationally uncompetitive, the liberalized setting of
 
wages between Free Zone enterprises and employees will most likely move in the
 
direction of more internationally competitive wage rates. It is important to note that
 
unemployment in Cameroon is presently estimated to be around 30 percent and is growing
due to the labor shedding occurring under the Government's structural adjustment 
program. The co-existence of high levels of unemployment with high wage levels at 
first appears paradoxical. However, the existing system of administratively determined
 
wages has resulted in rigid wages which can not 
be adjusted downward despite the
 
existence of a sizeable unemployed labor force. The liberalized system of wage setting
 
under the Free Zone Regime will most likely allow greater numbers 
of people to be
 
employed and allow personal income to grow. Wages will be constrained downward by the
 
fact that there will be a wage level at which workers will ultimately not be willing
 
to work. Moreover, norms based on internationally acceptable standards will be
 
established.
 

(d) Dispute Settlement and Enforcement
 

The Free Zone Law empowers the NOIFZ to establish procedures for settlement by mutual
 
agreement of disputes arising between developers and enterprises, or between either
 
of the latter and the Administrative Service (including customs). In addition, a
 
dispute settlement mechanism is to be created for disputes between an Free Zone 
applicant and the NOIFZ regarding investment approval. Similarly, a mechanism will
 
be established for disputes regarding the decision taken by the NOIFZ and/or the
 
Minister of Industrial and Commercial Development regarding the designation of a Free
 
Zone and the approval of its developer. In the case of disputes between an applicant
 
and the NOIFZ, the Board of Directors will rule based on the input provided by a
 
mutually acceptable third party. 
In the case of a dispute between the developer and
 
the NOIFZ, the Minister of Industrial and Commercial Development will rule, again based
 
on the input provided by a mutually acceptable third party. Appropriate mechanisms
 
are still to be developed regarding disputes between a developer applicant and the 
Minister. 
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The purpose of the dispute settlement mechanisms discussed above is create an objective

and fair system of arbitration outside the local 
court system, In addition, the
 
purpose is facilitate the quick settlement of disputes 
so that time and money is not
 
unnecessarily lost. Ultimately, Free Zone users 
and applicants can seek recourse to
 
the local court system if so desired. 
In addition, Free Zone users are guaranteed the
 
right of appeal to the International Arbitration Association. The intention,

therefore, is to create the basis for disputes to be settled in an organized, objective
 
and fair manner.
 

(f) The Investment Promotion Center
 

The Mission analyzed and discussed in great detail exactly how it should address the

need for Free Zone investment promotion. 
 In order for the Free Zone Regime to be

successful, an information campaign and response system would have 
to be developed

regarding both local and foreign investors. In addition, a mechanism would have to
be created to 
facilitate the visit of foreign investors interested in establishing an

enterprise under the Free Zone Regime. 
The Mission's initial reaction was 
to create
 
a division within the NOIFZ to handle Free Zone investment promotion. However, after
 
careful study of similar situations in Mauritius, the Dominican Republic, Costa Rica
 
and other developing countries, it became evident 
 that mixing regulatory

responsibilities with promotion responsibilities could bu disastrous. 
The role of a
 
regulatory body is to ensure the enforcement and well functioning of a regime and this
 
often requires firm action and sanctioning. The role of a promotion body, on the other
 
hand, is to provide information and support services to parties interested in gaining
 
access to a regime. 
It was decided therefore that these two distinct responsibilities
 
should be separated and carried out by different bodies.
 

The Mission subsequently discussed the pros and cons of creating a stand-alone Free
 
Zone Investment Promotion Center. 
Again, after careful consideration of the problems

experienced throughout the world to date, the Mission decided that Free Zone investment
 
promotion should be done within the context of overall investment promotion. 
 In

countries where a series of investment promotion institutions had been created for a

variety of different regimes (i.e., one for the investment code, one for export
oriented industries, one for small and medium..scale enterprises, etc.), the result was

redundancies, inefficiencies and a complete lack of coordination. 
 When an investor
 
visited the country or inquired about the possible incentive schemes that he could take
 
advantage of, there was no single institution that could comprehensively address his
 
needs. Hence, the Mission concluded that for purposes of efficiency (both for the
country and the investor), a single national investment promotion center should be 
created. This institution would be a one-stop shop for all investor inquiries
regarding the country, including for the Free Zone Regime.
 

The Mission, therefore, faced a dilemma. 
 On the one hand, investment promotion was
 
essential to the success of the Free Zone Regime. 
On the other hand, the creation of
 
a stand-alone national investment promotion center was clearly beyond the scope of the
 
Mission's desired support for the Free Zone Regime. 
 In its discussions with the GRC
 
on this matter, it became clear that the Government believed that investment promotion

should be a multi-donor, rather than a single-donor, effort. The Government agreed

with the principles of a distinct investment promotion center that 
would have
 
responsibility for promotion of the Investment Code as well 
as the Free Zone Regime.

During informal discussions between the Mission and other donors, 
indications were
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given that the Canadians, 
the French, the Germans, the Belgians and the World Bank
 
would likely be interested in supporting such an endeavor. 
 Because of the immediate
 
need to develop a Free Zone investment promotion and investor tracking system, the
 
Mission had decided to finance the 
initial start-up and first two years of operaticn

of a transitional invescment promotion center. 
The focus during this period of time
 
will be primarily on the Free Zone Regime. 
 Over the next two years, the GRC will be
 
pursuing the development of a multi-donor effort to support a national 
investment
 
promotion center. It is expected 
that arrangements for such financing wi)i be

finalized well before the end of 1992. At that time, the transitional investment 
promotion center will be spun-off to create the full-scale investment promotion center.
It is also expected thac the medium-term investment promotion strategy and action plan
developed by USAID will serve as the basis for this permanent center. Based on future 
developments in 
this area, the Mission may choose to partially support the costs of
 
the center through a separate intervention and in coordination with other donors.
 

As in the case of the NOIFZ, the transitional (and most likely the permanent)

investment promotion center will be a mixed body with a private sector majority on the
 
Board of Directors. The Government, however, does and should play an important role
 
in setting the national strategy regarding investment promotion. Unlike the case of
 
a regulatory body such as the NOIFZ, the 
implications of Government influence in the

affairs of the center are less severe. The key exception, however, will be in the
 
selection and hiring of the center's personnel. The staff of the center are to come
 
from the private sector and are to 
be managed on a professional basis. Conditions
 
precedent regarding the disbursement of the 
local currency counterpart resources
 
destined to the center will ensure 
that this is the case.
 

D. Social Feasibility Analysis
 

1. Social Feasibility at the Purpose Level
 

PREPS aims to promote the institutionalization of a free trade regime which operates

efficiently, effectively and objectively. This is to be accomplished primarily through

the establishment and functioning of the NOIFZ, and changes in rules and procedures

related to investment approval, customs clearance, disputes settlement, and free zone

designation. 
 The major issues related to these activities require changes within
 
the country's modern.institutions (see Section C of this Chapter).
 

There are no major social constraints which prohibit attainment of the 
program's

purpose. However, two important concerns arise which should be monitored during

implementation, i.e., ethnicity and gender, to ensure optimal utilization of resources
 
under the program.
 

(a) Ethnicity and Socio-economic Inequality
 

Cameroon is an ethnically diverse country. According to at least one source, about 
200 ethnic groups speaking 24 major languages have been identified within the country's 
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borders.8 Cameroon's social diversity is further complicated by its colonial heritage

which includes German, French, and British rule. 
 It is the only country in Africa
 
whose borders surround former English and French speaking colonies.
 

It is not surprising that ethnicity is 
an element of decision-making and a determinant
 
of access to resources. The management and operation of the free 
zone must remain
 
cognizant of this problem and take actions 
to foster efficient, objective decision
making and enforcement of rules, thereby minimizing the tendency 
to act based on
 
tribalism and nepotism. 
Broad ethnic and regional representation in all of the Free
 
Zone entities, including the NOIFZ, will foster appropriate behavior.
 

The danger that control over the NOIFZ may be concentrated in the hands of a few during

the years when the playing rules are being determined has been raised as a potential

problem. If this were to happen, entry for other businesses, especially new SMEs, may

be restricted severely. 
 The program design responds to this potential obstacle by

supporting the costs of operation for the NOIFZ during its formative years, as opposed
 
to 
relying totally on the private sector for the necessary financing. In addition,
 
PREPS will track the performance of the NOIFZ in terms of objectivity and efficiency.
 

(b) Gender Inequality
 

Cameroonian women have demonstrated their ability to contribute to commerce, primarily

through the informal sector. They have been more 
limited in their participation in
 
the formal sector. According to the Ministry of Commerce and Industry, 16 women were
 
exporting goods (mainly agricultural products) from Cameroon in 1987-88.
 

A study conducted in 1988 for USAID included 
an interview with a female importer.

She had recently received her importation license and stated that it had been difficult
 
to obtain information concerning the requirements for a license and the process in
 
general. It was her opinion that women are 
reluctant to approach a primarily male
 
bureaucracy to request guidance. 
The same study noted that the Head of the Importation

Division in the Ministry was a woman who cited the increase in the number of women she
 
has supported in entering the business. 9
 

Businesswomen can make important contributions to the operation and growth of the FTZ.
 
The FTZ administrative arrangements should be implemented in ways that encourage female
 
representation in and access
management equitable 
 for women to investment
 
opportunities. Contacts 
and linkages should be established with groups such as the 
Groupement des Femmes d'Affaires au Cameroon (GFAC) which is an internationally
 
affiliated group with over 60 members locally.
 

8 Francois Tchala-Abina, "The State of the Bureaucracy and Farmers in Rural
 
Development: A Case Study of 
the Social Relations of Production in Selected
 
Development Corporations in Cameroon", 1982, p. 109.
 

9 Howald and Wyckoff-Baird, "A Profile of Training Opportunities for Women:
 
Cameroon", 1988.
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2. Program Beneficiaries
 

The immediate beneficiaries of PREPS will be 
those individuals employed in the FTZ
 
activities including the NOIFZ and 
the specialized customs unit established for the
 
zone. 
 Certain members of the bureaucracy will lose some portion of authority and
 
responsibility related to export administration and enforcement of customs regulations.

To the exteni: they view this as a loss, they can said to be negatively affected by the

program's activities. 
 However, whatever private harm could be attributed to these
 
administrative changes is outweighed by the social benefits derived from improvements
 
in efficiency and objectivity attendant with the new regime.
 

NOIFZ staff, Free Zone customs officials, other public officials involved directly or
 
indirectly in the Free Zone Regime, and Free Zone developers, operators and enterprises

will benefit directly from the training provided by PREPS.
 

important beneficiaries at 
the goal level include the FTZ enterprises and those
 
employed 
by them. The FTZ Regime creates a distortion-free environment with
 
simplified, transparent and automatic procedures for both investment approval and
 
customs clearance. 
 The Regime reduces the transaction costs to local and foreign

exporters. The value of savings 
in time, cost and frustration are significant to
 
foreign businesspersons who would otherwise face a complex, unfamiliar system and to
 
local young entrepreneurs who must minimize the cost of establishing and operating a
 
business in Cameroon.
 

Local businesspersons will also benefit from increased access to world marKets through

the creation of joint-ventures with foreign firms. 
While there are a ":ar.er': of goods

and ser-vices that can be produced in Cameroon, one of the biggest problezs :ac'ng local
 
businesses is the lack of access to foreign markets. The local business c.-u:t; does
 
not have adequate knowledge of and access 
to foreign markets outside :re -:acitional
 
ones within the UDEAC (the Central African Customs Union) and France 
 ,n :re other
 
hand, many foreign firms are 
looking for sources of production to meet :he demand of
 
their captured markets.
 

The creation of joint-ventures under the Free Zone Regime will likely result in
 
increased access to, and transfer of, technology to local businesses. Given the local
 
manufacturing sector's general isolation from world markets to date, Cameroonian firmslack access to the latest and most efficient technology. In addition, local firms lack 
access to foreign capital which could be supplied in-kind or in cash by foreign 
partners. Cameroon's liquidity crisis 
has limited significLntly access to local
 
sources of medium-term credit for productive 
use in purchasing land and equipment.
 
The increased incentive for the creation of joint-ventures under the Free Zone can be
 
expected to produce benefits in terms of new managerial and production technology, and
 
access to foreign capital.
 

Individual workers in the Free 
Zone will benefit from the increased employment

opportunities and higher personcl incomes. 
Given the high wage rates in Cameroon, the
 
vast majority of the Free Zone activities are expected to employ a relatively high
 
level of technology compared to other world free zones. 
Notwithstanding, they require

substantial levels of labor to carry out the production processes. 
Eventual declines
 
in real wages (due to the more liberal Free Zone labor regime, the ongoing economic
 
recession, or the eventual devaluation of the CFA Franc), may enable other more
 
traditional, labor-intensive Free Zone activities to become internationally competitive
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in Cameroon. The development of the Cameroon Free Zone Regime will be evolutionary.
 

The first industrial park will. likely house twenty enterprises with employment demands
 
between 50 
and 200 each (i.e., for a total of 2,000 to 4,000 new jobs). Historical
 
experience has shown that it takes about 7 years to fully subscribe an industrial park.
 

The ultimate beneficiaries will be the people of Cameroon. Policy reform analyses
 
conducted by A.I.D. and the World Bank indicate 
that the type of reforms implemented
 
under the FTZ Regime will stimulate employment and increase national income, promote
 
diversification of the country's production and export base, increase value added,
 
increase export revenue and foreign exchange, promote transfer of managerial and
 
production technology, and increase foreign and domestic investment.
 

3. Social Consequences
 

The activities supported by PREPS could contribute to negative social consequences at
 
the goal level. Major areas of concern are the workforce, women, domestic firms, and
 
access to productive land. The PREPS design responds to this potential by including
 
a study 
to monitor and examine the social impact of the FTZ regime. The study will
 
establish baseline, monitor effects during the program's life, and make recommendations
 
on how to avoid or minimize the undesirable consequences.
 

The following summarizes major social concerns identified by the program design.
 
Others that become obvious luring implementation and will be added to the study.
 
Depending on the gravity of problems identified or the importance of findings to the
 
overall economy, the study could contribute to analyses on which to base future policy
 
discussions.
 

(a) Workforce
 

Since the Cameroonian labor laws are relaxed under the FTZ Regime, i.e., employer and
 
employee are free to negotiate a wage based on market factors, wages in the Zone will
 
be lower than elsewhere in the economy. However, this is expected to be a temporary
 
phenomena. Real wages throughout the economy are likely to decline due to the combined
 
effects of economic recession, the structural adjustment program and the proposed
 
changes in the country's labor code (i.e., the replacement of administratively
 
determined wages with market determined 
wages). in the meantime, the employment
 
creation aspect of the Regime will produce new jobs during a time of recession.
 

Notwithstanding, the potential for labor exploitation exists. Without interfering in
 
employe- and employer relationships, the Regime should be monitored for possible

abuses. lndicators will be developed during program implementation and will go beyond
 
wage rates to include work conditions and fringe benefits.
 

The distributional effects of this program are complex. A bipolar strategy is
 
envisaged, i.e., 
because of the lower wages in the Zone higher initial benefits will
 
likely accrue to enterprises (including some elite-owned enterprises) relative to the
 
FTZ labor force; however, the relatively low wages are expected to drive up the demand
 
for labor and thereby promote 
a leveling of benefits between worker and employer.
 
Changes in market determined wage rates and job creation in the Zone will serve to
 
monitor the distributional effects.
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(b) Women
 

On an average, women supply about 75 percent of labor in free zones around the world.
 
This is because zones have traditionally attracted labor-intensive, low-technology
 
industries. The issue of gender exploitation in fre.e zones has been raised. 
 For
 
example, a World Bank study in the Dominican Republic concluded 
that the conditions
 
for work in the free zone were generally better than those women faced outside of the
 
zone. It is not clear what the indications are if the comparison is between women
dominated and male-dominated labor pools.
 

In Cameroon, social and legal barriers may prevent women from benefitting (as employees

and entrepreneurs) from 
the FTZ to the extent that their male counterparts will
 
benefit. The participation rate for women in the industrial sector is low. 
 The GRC
 
Sixth Development Plan (1981) estimated that only three percent 
of all Cameroonian
 
women in the labor forcu 
were employed in the formal industrial sector. Measures of
 
women as a percentage of industrial workers range from 20 to 30%. (Howald and Wyckoff-

Baird 1988). Indications are that private enterprise has a poorer record than
 
government and parastatals in employing women (less than five percent of the managerial

and technical staff of private enterprises is female), that women have somewhat more
 
education than men holding the 
same job, and have much less seniority than their male
 
counterparts. 10
 

Although the share is still small, 
a growing percentage of Cameroonian entrepreneurs
 
are women (primarily in the informal sector). Women entrepreneurs face pretty much
 
the same difficulties as male entrepreneurs in terms of lack of access to capital.
 
On the other hand, women face considerable legal barriers to access to land.
 
Traditionally, women were prohibited from inheriting land. 
 New land rights laws try

to address this problem. However, the process of legal acquisition of land for women
 
is complicated and expensive. Consequently, women still generally lack access to land,
 
the most common form of loan security.11
 

(c) Domestic Firms
 

Domestic industries would be harmed if Free Zone products were sold in competition with
 
local firms that are not privy to the Free Zone package of incentives. The danger of
 
this happening is low for the following reasons: 
(1) Zone enterprises will want to
 
export 100 percent of their output to foreign markets where they can earn a higher rate
 
of return than in Cameroon; (2) when Free Zone goods are sold in Cameroon, they will
 
enter the local market as imports and therefore are subject to import taxes and duties;

and (3) the system of controls under the Regime will ensure that Zone enterprises
 
export their output or pay import taxes and duties.
 

(d) Access to Land
 

Although land pressure in Cameroon is not as extreme as 
in some African countries, the
 
'combination of unevenly high population densities and the expansion of commercial
 
farming has been shown to result in increasing individualization of tenure, migration,
 

10 IBID.
 

11 IBID.
 

http:security.11
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and the need for resettlement projects. This occurred in the Northwest Province and
 
in the central cocoa belt to allow for the increased production of profitable cash


12 
crops. The FTZ is expected to attract agro-industries that are resource ba!;ed. The
 
effect on access 
to land for small and medium sized farmers should be monitored as the
 
agro-processing industry in the FTZ grows.
 

12 Barnes, "Country Profiles of Land Tenure: 
 Africa", 1986.
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"onsieur le Directeur,
 

Dans le cadre de la recherche des modalitds
oPdrationnelles de la mise 
en oeuvre de l'ordonnance
 
portant cr4ation du rdgime de la 
zone franche industriE

(ZFI) au CAMEROUN, et comme 
suite aux entretiens y rela
tifs que 
vous 
avez 
eus avec 
le Ministare du DdveloppemE

Industriel et Commercial, 

J'ai l'honneur de 
vous adresser la Drdsente
requate pour obtenir l'assistance technique et 
financii
de votre Institution dans la mise en oeuvre des points
 
suivants
 

1 - Elaboration des textes d'application 

2 -COPY Mission d'dtudes (date, durde et lieux 
fixer avec le MINDIC 

3 - Prdparation des textes pour rendre 
l'Office National des Zones Franches 
Industrielles (ONZFI) opdrationnel


Monsieur le 
Directeur de 
1'U S A I D
 
B. P. 
 817
 



- crat-c.c ;es textes 
reiafs 
ux
 
21s~cs~t'cns 
ccncernant 
>a douane
 

- - Lancement ie la campacne e PrOtizn
 
des zcnes 
:ranches 
industrieiles
 

C. aticn d'un bureau e prmoton

des zones 
franches industr-e!!es 
;
 
5.2. Prise en charge d'un coilaborateur
 
dans ie cadre de la 
mission exploratoire

programmde 
vers 
1'USA, le CANADA, la
FRAN1CE, 
la GRANDE BRETAGNE, 
-a REPUBLIQU.

EEDERALE D'ALLEMAGNE, l':TALI, 
 le JAPO!I
 
et la COREE DU SUD.
 

En vous 

vernement pour tous 	

renouvelant la reconnaissance du Gou
les efforts que 
I'US-AID ddplole pou.
aider A la 
relance economique du CAMEROUN,
 

Je vous 
prie d'agrder, Monsieur le Directeur
I'expression de 
ma considdration distingude./_
 

Coie MINDIC pour 	information.s
 

TANKEU Elisabeth 
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Annex C 

Sumary of the Incentives Provided under the Cameroon Free Zone Regime
 

A. 
Streamlined Administrative Procedures:
 

(1) Streamlined administrative process with a one-stop shop having the authorityto issue the sole license required to establish and operate a free zone enterprisewithin 30 days of the request. 

(2) Streamlined, on-site customs inspection proceduresof goods and services and immediate transferto and from the port of embarkation or debarkation. 
B. Commercial Benefits:
 

(1) Exemption from all licenses, authorizations and quota restrictions regarding
imports and exports.
 

(2) Exemption from all price and margin controls.
 
(3) Possibility to sell a part of annual production tosubject to the local economy, butall relevant customs duties and taxes.
 

C. 
Tax Concessions:
 

(1) Ten year tax holiday on all taxes.
 
(2) Flat tax of 151 on corporate profits beginning
exoneration in the eleventh year; continuedon all other taxes in perpetuity. 
(3) Losses incurred during tax holiday can be carried forward into taxable period. 

D. Financial Transactions Concessions:
 

(1) Right to hold foreign exchange (i.e., 
dollar) accounts in domestic banking
system.
 

(2) Exemption from restrictions on the purchase and sale of foreign exchange andfrom all currency export taxes. 
(3) Guaranteed right to transfer abroad all funds earned and invested inCameroon.
 

E. Trade-Related Concessions:
 

(1) Exemption for all exports and imports from all existing and future customs
duties and taxes and from all other existing and future direct and/or indirecttaxes, duties and imposts.
 
(2)Exemption from the Import Verification Program (i.e., SGS, VERITAS).
 
(3) Exemption of all locally purchased inputs from production and sales related
taxes.
 



F. Labor-Related Concessions:
 

(I) Exoneration from 
the Standard Wage Classification Scheme specified in the
Labor Code. 
 Wages may be set on the basis of productivity and efficiency.

(2) Right to freely negotiate contracts between employer and employee.
 
(3) Automatic right to acquisition of work permits for expatriate workers 
(not
to exceed 20% of the workforce after the fifth year of operation).
(4) Right to replace National Social Security scheme with a 
private plan of equal
 

or better benefits.
 

G. Other Benefits and Concesjsions:
 

(1)Right to install own power generation and telecommunication system if desired.
 
(2) Preferential electricity rates and port charges.
 

(3) Exemption from all rent/tenancy controls and price controls.
 
(4) Protection of 
full benefits 
of the
Investment Code, 

general guarantee laid down in the
as well as 
the right of appeal to 
the courts of first instance
in Cameroon and to the International Arbitration Association.
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NARRATIVE SUMARY 


Goal: To Increase investment. 

employment. production and 

expand markets In the 

export sector. 


Purpose: To support the development 

and implementation of a 


privately managed free 


zone regime which operates 

efficiently and in strict 

adherence with the Intent 

and provisions of the 

Cameroon Free Trnde Zone 

Law. 


(Grant No. 631-T-604/Project No. 631-004, 

ANNEX A 


LOGICAL FRAtfWORK 

OBJECTIVELY VERIFIABLE INDICATORS 
 MEANS OF VERIFICATION 


By the end of 1995:
 
1. Increase In export volume and value; 
 I. NOIFZ; 

2. Greater diversification of exports 
 2. GRC; 


into non-traditional activities; 
 3. PREPS surveys and records; 

3. Increase In the number of export-
 4. IF; 


oriented firms; 
 5. World Bank 
4. Increase In the number of Jobs 


created In FTZ; 


5. Increase In linkages between 

export activities and local 

suppliers of Inputs (i.e. 
backward 


linkages). 


1. Decrease in time and cost required 
 1. NOIFZ; 

for investment approval as Indicated 2. GRC; 

by the following: 
 3. PREPS Surveys. 

(a) number of Institutional entities
 

Involved in approval process
 
reduced from 30 to 1;
 

(b) investment approval 
time reduced
 
from 6-18 months to 30 days; and
 

(c) licenses, permits and authori
zations required for Investment
 
approval reduced from 36 
to 1. 

From FY 90 tu IY 95
 
Total U.S. Funding_ _
 

Date Prepared: 8-10-90
 

IMPORTANT ASSUMPTIONS
 

1. Private firms will 
hjve capdbility
 
and c6pacity to start and expand
 
production and sales 
for export.
 

once major policy constraints are
 
eliminated through the implemen
tation of the FIZ regime.
 

2. Cameroon will 
have access to world
 
markets.
 

3. Under FTZ regime, depreciation in 
nominal exchange rate Is not 

necessary for growth In Cameroonian
 
exports.
 

4. Political stability is maintdined 
in Cameroon. 

Qualified private sector personnel 
can
 
be recruited to manage and operate the
 
NOIFZ.
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NARRATIVE SIMIARY OBJECTIVELY VERIFIABLE INDICATORS EANS OF VERIFICATION IWPORTANT ASSUMPIONS 

2. Increased efficiency and conformity 
with established rules in the 
provision of customs inspection 
service as Indicated by a reduction 
in the average time required to 
clear customs from the current 
4 to 8 weeks to less than I week. 

3. Increased objectivity and efficiency 
In settlement of disputes as 
Indicated by the following: 
(a)average tim" equired to settle 

disputes reduced from the 2 to 4 
years In the court system through 
the creation of an alternative 
dispute settlement mechanisms; and 

(b)Increased consistency Indecisions 
rendered by the alternative dispute 
settlement mechanisms. 

Outputs: 
Ist Tranche Reforms:
(1)Efficient transparent, 

automatic investment approval 
process 

(2)Automatic right to hold 
foreign exchange denominated 
bank accounts; 

(3)Right to transfer abroad 
original and any subsequent 
Investment and profits; 

(4)Right to negotiate labor and 

Implementing regulations Issued 
regarding the following: 
(1)Investment approval; 
(2) foreign exchange and holding 

of foreign exchange accounts; 
(3)transfer of dividends & profits;
(4)right to contract between 

employer and employee; 
(5)private provision of electricity, 

water and international tele-

A.Ministerial Order signed -

-

Tranched dollar disbursements will 
provide Impetus to GRC to Implement 
the FTZ regime. 
Tranched disbursement of local 
currency counterpart funds will 
provide impetus to hOIFZ to 
implement transparent, automatic 
Investment process. 

set wages on basis of 
productivity. 

communication services; 
(6)FTL user rates for utilities 

(5) Right to private provision 
of electricity water and 

mnd public services. 
j7) rTZ land designation process; 



NARRATIVE SUMMARY 


international telecomu-

nications services. 


(6) Preferential (and best 

available) rates regarding 

provision of utilities 

and public services for 

IFZ enterprises. 


(7) Timely, objective and trans-

parent FTZ designation process;


(8) Efficient, transparent auto-

matic developer approval 

process; 


(9) Timely and efficient provision 

of administrative services of 

Free Zone Users; 


(10) System of objective, timely and 

efficient settlement of 

disputes.
 

2nd Tranche Reforms:
A. Effic;ent, transparent, 

automatic Investment approval 

process, 
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OBJECTIVELY VERIFIABLE INDICATORS 
 MEANS OF VERIFICATION 
 IMPORTANT ASSUMPTIONS
 

(8) FTZ developer approval process;

(9) The responsibilities and
 

procedures regarding the public
 
service which provides all
 
services required from state
owned entities by developers.
 
operators and enterprises of
 
of the Free Zone (the -FREE ZONE
 
Adlinistrative service'); and
 

(10) Dispute settlements regarding
 
Investment approval, developer
 
and operator approval, Free Zone
 
land designation, Free zone
 
customs, the Free Zone
 
Adinistrative service and other
 
ministries, agencies and
 
Instrumentalities of the GRC.
 

A. NOIFZ fully operational as one-stop 
 PREPS records; NOIFZ
 
shop for Investment as Indicated by

by the following:
 
(i)GRC ministries, agencies and other
 

entities previously involved In
 
the Investment approval process

fully delegate authority and
 
responsibility regarding free
 
trade zone enterprises to NOIFZ
 
inaccordance with FTZ law and
 
Implementing regulations;


(2)NOIFZ Board of Directors adopts
 
Internal ru'es and procedures

regarding 1acvestment approval
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NARRATIVE SIMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS.OF VERIFICATION IIPORIANT ASSUMPTIONS 

process, Free Zone designation, 
the Free Zone Administrative 
Service and the provision of all 
permits; 

(3) NOIFZ implements a system for 
dissemination of Information 
regarding the procedures 
established for Free Zone 
Investment approval process, the 
Free Zone Administrative Service 
and provision of any and all 
permits; 

(4) NOIFZ establishes a single appli
cation form for Free Zone 
investment approval; and 

(5) NOIFZ Implements a system which 
processes requests for Free Zone 
designation and Issues a decision 
regarding such requests within 30 
days after the submission of a 
completed application. 

Timely, objective and 
transparent FTZ designation 

B. (1) NOIFZ establishes internal rules 
and procedures regarding process-

- PREPS records 
- NOIFZ 

process, sing of Free Zone designation 
requests and Issuance of 
developers/operators permits; 

(2) NOIFZ establishes a single appli
cation form for requests for 
zone designation; 

(3)NOIFZ publishes and disseminates 
Information regarding analysis 
and review of requests for 
Free Zone designation; 



NARRATIVE SVUWARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS 

(4) NOIFZ informs developer whether 
request accepted or rejected 
within 30 days of submission 

of dossier. 
(5) NIMDIC authorizes or rejects 

requests within 30 days of 
receipt of a complete appli
cation, or failing any action 
by the Minister within 30 
days of receipt of application, 
by automatic approval as 
provided by the Free Zone Law. 

C. Efficient, transparent, timely 
system of on-site customs 
Inspection. 

C. FTZ customs unit established and 
operating in accordance with the 
provisions of the FTZ law and 

- Implementing regulations for 
FTZ customs; 

- NOIFZ 
implementing regulations as 
indicated by the following: 
[1) FTZ customs procedures manual 

published and disseminated; 
(2) System of on-site customs 

fully developed and Implemented 

In compliance with the Free Zone 
Law and Implementing Regulations; 

(3) FTZ customs unit subject to 
disputes settlement procedures 

established by NOIFZ. 

D. Administrative services provided 
to Free Zone users in timely and 
efficient manner according to 
the letter and Intent of the 
law. 

D.(0) Labor permits, residency permits 
and visas automatically provided 
In a timely canner In full 
compliance with the Free Zone 
Law and Implementing Regulations. 

- NOIFZ 
- PREPS records 



NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS HEANS OF VERIFICATION IPORTANT ASSUMPTIONJS 

E. Right to negotiate labor. E.(l) Free Zone employers and employees 
are free to negotiate collective 
conventions in accordance with 
the FTZ law and Implementing 
Regulations; 

E.(2) Procedures regarding Free Zone 
wage scales, hiring and firing 
are developed. 

F. System of objective, timely 
and efficient settlement of 
disputes 

F.(l) Ir07 establishes dispute 
settlecant mechanisms regarding 
controversies between the following 

- NOIFZ 

parties: 
(a) developers and enterprises; 
(b)developers/enterprises and 

customs service; 
(c) developers/enterprises and 

administrative services; 
(d)FTZ enterprise applicants and 

NOIFZ regarding requests for 
Free Zone designation. 

F.(2) GRC establishes a dispute - HINDIC 
settlement mechanism regarding 
controversies between the 
following parties: 
(a)FTZ developer applicant and 

14INDIC regarding requests for 
Free Zone desionation; 

(b)GRC ministries and NOIFZ/FTZ/ 
developers/enterprises 
regarding compliance with FTZ 
law. 

(3) NINDIC subject to dispute settle
ment mechanism for Free Zone 
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NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS 

designation established under the 
Free Zone Law and Implementing 
Regulations; and 

(4)Free Zone Customs clearance unit 
.subject to the dispute settlement 
process established under the 
Free Zone Law. 

3rd Tranche Reforms 

Fully operational one-stop shop 
for investment approval. 

NOIFZ fully operational In 
compliance with Free Zone Law and 

-

-

NOIFZ 

MINDIC 
Implementing Regulations as 
indicated by the continuing 
regular functioning of the following 
following: (1) the 30  day 
Investment approval process; (2) the 
30 - day designation approval process; 
(3) the 30 - day developer approval 
process; (4) provisions of public 
services by the Free Zone Adminis
trative service; and (5) dispute 
settlement mechanisms regarding 
controversies involving the NOIFZ 
and applicants for approval of 
Free Zone designation and Free 
Zone investments. 

inputs;
A. Sector Grants A. 3 grants from FY 1990 

Funds are available 
through FY 1992 totaling f3.1 million. 

B. Technical Assistance B.1I) NOIFZ 

- Long-term: 36 person-months 
- Short-term: 20 person-months 



NARRATIVE SIUMARY 

* Training 


Monitoring Evaluation and Audit 


OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION 
 IPORTANT ASSUMPTIONS 

(2) IPc
 

- Long-term: 24 person-months 
- Short-term: 10 person-months 

(3) Custom 
- Short-term: 6 person months 

(4) Program management: 36 person-months 
(5) Research activities 26 person-months
 

of short-term technical assistance
 
to develop baselinm and conduct
 
surveys and speciall studies.
 
(Funded from POSS).
 

C. Short-term training:
 

series of seminars/workshops
 
and 2 exposure tours for NOIFZ
 

staff. 

D. 12 person months of ST TA 

for monitoring and two
 
evaluations. Two person
 

months for audits
 
(Funded from PDAS).
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are transported, or 
through which

significant 
sums of drug-related

profits are laundered with the
 
knowledge or complicity of the
government): (a) Does the country have

in place a bilateral narcotics
 
agreement with the United States, or 
a

multilateral narcotics agreement? and
(b) Has the President in the March 1
 
International Narcotics Control
Strategy Report (INSCR) determined and
certified to 
the Congress (without

Congressional enactment, within 45 days
of continuous session, of a resolution
 
disapproving such a certification), 
or
has the President determined and

certified to the Congress on any other
date (with enactment by Congress of a
 
resolution approving such
 
certification), that (1) during the
 
previous year the country has

cooperated fully with the United States
 
or 
taken adequate steps 
on its own to
satisfy the goals agreed to in 
a
bilateral narcotics agreement with the
United States or in a multilateral
 
agreement, to prevent illicit drugs

produced or processed in or 
transported

through such country from being

transported into the United States, to
 
prevent and punish drug profit

laundering in the country, and to
prevent and punish bribery and other

forms of public corruption which

facilitate production or shipment of
illicit drugs or discourage prosecution

of such acts, or that (2) the vital
national interests of the United States
 
require the provision of such
 
assistance?
 

3. 
 1986 Drug Act Sec. 2013. (This section 
 N/A
applies to the same categories of
assistance subject to the restrictions
 
in FAA Sec. 481(h), above.) 
 If
recipient country is a "major illicit

drug producing countryO or 
"major
drug-transit country' (as defined for
the purpose of FAA Sec 481(h), 
has the
 
President submitted a report to
 



NARRATIVE SUMARY 


Training 


Monitoring Evaluation and Audit 


OBJECTIVELY VERIFIABLE INDICATORS 
 MEANS OF VERIFICATION 
 HPORTANT ASSUMPTIONS
 

(2) IPC
 
- Long-term: 24 person-months
 
- Short-term: 10 person-months
 
(3)Customs
 
- Short-term: 6 person months
 
(4) Program management: 36 person-months
 
(6)Research activities 26 person-months
 

of short-tern technical assistance
 
to develop baseline and conduct
 
surveys and special studies.
 
(Funded from PD&S).
 

C. Short-term training:
 
series of seminars/workshops
 
and 2 exposure tours for NOIFZ
 
staff.
 

0. 12 person months of ST TA
 
for monitoring and two
 
evaluations. Two person
 
months for audits
 
(Funded frow PDIS).
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Congress listing such country as one:(a) which, as a matter of government
policy, encourages or facilitates theproduction or distribution of illicitdrugs; (b) in which any senior official
of the government engages in, 
encourages, or facilitates theproduction or distribution of illegaldrugs; (c) in which any member of aU.S. Governent agency has suffered orbeen threatened with violence inflictedby or with the complicity of anygovernment officer; or (d) which failsto provide reasonable cooperation tolawful activities of U.S. drug
enforcement agents, unless thePresident has provided the requiredcertification to Congress pertaining toU.S. national interests and the drugcontrol and criminal prosecution
efforts of that country? 

4. FAA Sec. 6 20(c). If assistance is to agovernment, is the government indebted 
to any U.S. citizen for goods orservices furnished or ordered where:
(a) such citizen has exhausted
available legal remedies, (b) the debtis not denied or contested by suchgovernment, or (c) the indebtedness
arises under an unconditional guarantyof payment given by such government or
controlled entity? 

NO. 

5. FAA Sec. 20(e)2). If assistance is 
to a government, has it (including anygovernment agencies or subdivisions)
taken any action which has the effectof nationalizing, expropriating, orotherwise seizing ownership or control
of property of U.S. citizens orentities beneficially owned by themwithout taking steps to discharge itsobligations toward such citizens or
entities? 

NO. 
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FAA Secs.
6. 	 6 20(a), 620(f), 620D- FY 1990 
 NO.
Appropriations Act Secs. 512, 548. 
 Is
recipient country a Communist country?

If so, 
has the President: 
(a)

determined that assistance to 
the
 
country is vital to the security of the

United States, that 
the recipient
 
country 
is not controlled by the
international Communist conspiracy, and
that such assistance will further
 
promote the 
independence of the
recipient country from international
 
communism, or 
(b) removed a country

from applicable restrictions on
assistance to communist countries upon
a determination and report to Congress

that such action is important to the

national interest of the United

States? 
 Will assistance be provided

either directly or indirectly to

Angola, Cambodia, Cuba, Iraq, Libya,

Vietnam, South Yemen, Iran or Syria?
Will assistance be provided to
 
Afghanistan without a certification, or
will 	assistance be provided inside
 
Afghanistan through the

Soviet-controlled government of
 
Afghanistan?
 

7. 	 FAA Sec. 6 22J). 
Has the country 	 NO.
permitted, or failed to take adequate
 
measures to prevent, damage or
destruction by mob action of U.S.
 
property?
 

8. 	 FAA Sec. 620(1). 
 Has the country 	 NO.
failed to enter into an investment
 
guaranty agreement with OPIC?
 

9. 	 FAA Sec. 620(o) Fishermen's Protective
Act of 1967 (as amnded) Sec. 5. (a) 
 NO.
Has the country seized, or imposed any
penalty or sanction against, any U.S.
fishing vessel because of fishing
activities in international waters?
 
(b) 	If so, has any deduction required
by the Fishermen's Protective Act been
 
made?
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10. FAA Sec. 620(g); 
FY 1990 Appropriations


Act Sec. 518 
(BrooKe Amendment). 

Has tne government of the recipient

(a) 


country been in default for 
more than

Six months on interest or principal of
 any loan to the country under the FAA?
(b) Has the country been in default for 

more than one year on interest or

principal on any U.S. loan under 
a
 
program for which the FY 1990
 
Appropriations Act appropriates funds?
 

11. 
 FAA Sec. 620(s). If contemplated 

assistance is development loan or to
 
come from Economic Support Fund, has
the Administrator taken into account
 
the percentage of the country's budget

and amount of the country's foreign

exchange or 
other resources spent on
military equipment? (Reference may be

made to 
the annual 'Taking Into
 
Consideration. memo: 
 'Yes, taken into
account by the Administrator at time of
approval of Agency OYB." 
 This approval
by the Administrator of 
the Operational

Year Budget can be the basis for an
affirmative answer during the fiscal
 
year unless significant changes in
 
circumstances occur.)
 

12. FAA Sec. 620(t). 
 Has the country

severed diplomatic relations with the

United States? 
If so, have relations

been resumed and have new bilateral
 
assistance agreements been negotiated

and entered into since such resumption?
 

13. FAA Sec. 610(u). 
 What is the payment

status of the country's U.N. 

obligations? 
 If the country is in 

arrears, were such arrearages taken 

into account by the A.I.D.
 
Administrator in determining the
 
current A.I.D. Operational Year

Budget? (Reference may be made to the
'Taking into Consideration' memo.)
 

(a.) NO.
 

(b.) NO.
 

N/A
 

NO.
 

The Administrator has taken Cameroon's
 
arrearages into account in the FY 1990
 
'Taking into Consideration
 
Memorandum'.
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14. 
 FAA Sec. 6 20A. 
 Has 
the President 


determined that the 
recipient Country
grants sanctuary from prosecution to
 any individual or group which has
committed an act of 
international
 
terrorism or 
otherwise supports

international terrorism?
 

15. 
 FY 1990 ADpropriations Act Sec. 564.
Has the country been determined by the
President 
to: 
(a) grant sanctuary from

prosecution to any individual or group

which has committed an act of
international terrorism, or 
(b)

otherwise 
support international
 
terrorism, unless the President has
waived this restriction on grounds of
national security or for humanitarian
 
reasons?
 

16. ISDCA of 
1985 Sec. 552(b) Has the 

Secretary of State determined that the
country is a high terrorist threat
 
country after the Secretary of
Transportation has determined, pursuant
to section 1115(e)(2) of the Federal

Aviation Act of 1958, that an airport
in the country does not maintain and
administer effective security measures?
 

17. FAA Sec. 666(b). 
 Does the country

object, on the basis of race, religion,
national origin or 
sex, to 
the presence
of any officer or employee of the U.S.
who is present in such country to carry
out economic development programs under
 
FAA?
 

18. FAA Scs. 669 
 670. Has the country,

after August 3, 1977, delivered to any
other country or received nuclear

enrichment or reprocessing equipment,

materials, or technology, without
 
specified arrangements or safeguards,
and without special certification by
the President? 
H&s it transferred a
nuclear explosive device to a
non-nuclear weapon state, or 
if such a
state, either received or detonated a
nuclear explosive device? 
 (FAA Sec.
620E permits a special waiver of Sec.

669 for Pakistan.)
 

NO.
 

(a.) NO.
 

(b.) NO.
 

NO.
 

NO.
 

NO.
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FAA Sec. 670.
19. If the country is a

non-nuclear weapon state, has it, on or

after August 8, 1985, exported (or
attempted to 
export) illegally from the
United States any material, equipment,
 
or technology which would contribute

significantly to the ability of a
 
country to manufacture a nuclear
 
explosive device?
 

20. ISDCA of 1981 Sec. 
720. Was the 

country represented at 
the Meeting of

Ministers of Foreign Affairs and Heads
of Delegations of the Non-Aligned

Countries to the 36th General Assembly

of the U.N. 
on Sept. 25 and 28, 1981, 

and did it fail to disassociate itself

from the communique issued? 
 If so, has
the President taken it into account?

(Reference may be made to 
the 'Taking

into Consideration. memo.)
 

21. 
 FY 1990 Appropriations Act Sec. 513.

Has the duly elected Head of Government

of the country been deposed by military

coup or decree? 
 If assistance has been
terminated, has the President notified

Congress that a democratically elected
 
government has taken office prior to

the resumption of assistance?
 

22. 
 FY 1990 Appropriations Act Sec. 539. 

Does the recipient country fully

cooperate with the international
 
refugee assistance organizations, the
United States, and other governments in
facilitating lasting solutions to

refugee situations, including

resettlement without respect to race,
sex, religion, or national origin?
 

NO.
 

Yes. Cameroon was 
represented at 
tt
meeting and failed to disassociate
 
itself from the communique issued.
However, this was taken into account
 
by the Administrator in the FY 1990

'Taking into Consideration. 
memo.
 

NO.
 

Yes.
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. FUNDING SOURCE CRITERIA FOR COUNTRY ELIGIBILITY
 

I. Development Assistance Country Criteria 


a. 
FAA Sec. 116. 
 Has the Department of
State determined that this government has
engaged in a consistent pattern of gross
violations of 
internationally recognized

human rights? 
 If so, can it be
demonstrated that contemplated assistance

will directly benefit the needy?
 

b. 
FY 1990Appropriations ActSec. 535.

Has the President certified that use of
DA funds by this country would violate
 any of the prohibitions against use of
funds to pay for the performance of
abortions as a method of family planning,
to motivate or coerce any person to
practice abortions, to pay for the
performance of 
involuntary sterilization
 
as a method of family planning, to coerce
 or provide any financial incentive to any
person to 
undergo sterilizations, to pay
for any biomedical research which
relates, in whole or 
in part, to methods
of, or the performance of, 
abortions or
involuntary sterilization as a means of
 
family planning?
 

2. EconomicSupportFund Country Criteria
 

FAA Sec. 502B.
a. Has it been 

determined that he country has engaged

in a consistent pattern of gross
violations of internationally recognized

human rights?. 
If so, has the President

found that the country made such

significant improvement in its human

rights record that furnishing such
assistance is in the U.S. national
 
interest?
 

b. PY 1990 Appropriations Act Sec.

569(d). 
 Has this country met 
its drug

eradication targets or otherwise taken
significant steps to halt illicit drug

production or trafficking?
 

NO.
 

NO.
 

N/A
 

N/A
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5C(2) 
- PROJECT CHECKLIST
 

Listed below are statutory criteria applicable
to projects. 
 This section is divided into two
parts. 
 Part A includes criteria applicable

all projects. to
 

Part B applies to projects funded
Erom specific sources only: B(1) applies to all
projects funded with Development Assistance;

B(2) applies to 
projects funded with Development
Assistance loans; and B(3) applies to projects

funded from ESF.
 

CROSS REFERENCES: 
 IS COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEWED FOR
 
THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 
 FY 1990 Apropriations Act Sec. 523
FAA Sec. 634A. If money is to be 
 Yes. Congressional Notification
obligated for an activity not previously 
 was submitted to Congress on
justified to Congress, or for an amount 
 July 27, 1990.
in excess of amount previously justified
to Congress, has Congress been properly
 
notified?
 

2. FAASec. 611(a). 
 Prior to an obligation Yes.
in excess of $500,000, will there be: 
(a.) 


(a) engineering, financial or other plans 
 (b.) Yes.
necessary to carry out the assistance;
and (b) a reasonably firm estimate of the
 cost to the U.S. of 
the assistance?
 
3. FAA Sec. 611(a)(2). If legislative 
 A draft ordinance which authorizes
action is required within recipient 
 the creation of a National Investme
country witb respect to an obligation in 
 Promotion Center
excess of $500,000, what is the basis for 

(one of the

authorized recipients of dollar
a reasonable expectation that such action 
 generated local currency under the
will be completed in time to permit 
 program) has been sent to the
orderly accomplishment of the purpose of
the assistance? President of Cameroon. The

President will submit the ordinance
 

to the General Assembly for action
 
in November, 1990. 
No obstacles
 
are envisioned.
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4. "AA Sec. 611(b), 
FY 1990 Aporooriations


Act Sec. 501. if project 
is for water or 
 N/A.

water-related land 
resource construction,

have benefits and costs 
been computed to

the extent Practicable 
in accordance with

the principles, standards, and procedures

established pursuant 
to the Water
 
Resources Planning Act 
(42 U.S.C. 1962,
et seq.)? 
 (See A.I.D. Handbook 3 for
 
guidelines.)
 

5. FAA Sec. 611(e). 
 If project is capital 
 N/A.

assistance (e.g., construction), and

total U.S. assistance for 
it will exceed
 
$1 million, has Mission Director
 
certified and Regional Assistant
 
Administrator taken into consideration
 
the country's capability to maintain and

utilize the project effectively?
 

6. FAA Sec. 209. 
 Is project susceptible to
execution as part of regional or 
NO. PREPS will help the GRC to

implement policy reforms it adopted
multilateral project? 
If so, why is 
 for the export sector.
project not so executed? Information and
conclusion whether assistance will
 encourage regional development programs.
 

7. FAA Sec. 601(a). Information and

conclusions on whether projects will 

The program will help Cameroon
 
implement policy reforms in the
encourage efforts of the country to: 
 export sector. The successful
 

(a) increase the flow of international
trade; (b) foster private initiative and implementation of these reforms will
competition; (c)encourage development 
support objectives (a)-(e) of FAA
601(a).
and use of cooperatives, credit unions, 

The program is not expected

to have a direct impact on labor
and savings and loan associations; 
 unions.
(d)discourage monopolistic practices;


(e)improve technical efficiency of
industry, agriculture and commerce; and

(f)strengthen free labor unions.
 

8. FAA Sec. 601(b). Information andconclusions on how project will encourage 
The policy reforms to be implemented

by this program will reduce barriers
U.S. private trade and investment abroad
and encourage private U.S. to entry to the international tradeparticipation 
 sector. The reforms will also
in foreign assistance programs (includit~g 
 improve Cameroon's competitiveness
use of private trade channels and the 
 for international investments by
services of U.S. private enterprise), 
 providing incentives that lead to
 
increased returns to investments in

Free Zone. A market survey has
 
already indicated a significant

interest by U.S. enterprises in
 
exploring investment opportunities

in the Free Zone.
 

'K'5 
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9. 
 FA Secs. 612(b), 636(h). Describe steps


CaKen to assure that, 	
The GRC will contribute 25% of the
to the maximum 
extent possible, the country is 
total project costs and will make
 

contributing local currencies to meet 
local currency counter-deposits


the equivalent in value
cost of contractual and other services, to the amount of
 
and foreign currencies owned by 

each sector dollar grant provided.
the U.S.
are utilized in lieu of dollars. 	
This local currency will be used to
support the development and operating
 
costs of the regulatory and investment
 
promotion organizations under the
 
Free Zone Regime.
10. FAA Sec. 612(d). Does the U.S. own 
 NO.
excess foreign currency of the country
and, if so, what arrangements have been


made for 
its release?
 

9Y190 

If N/A
 

ii. F Appropriations Act Sec. 521.

assistance is for the production of any
commodity for export, is the commodity
likely to be in surplus 
on world markets
at the time the resulting productive

capacity becomes operative, and is such
assistance likely to 
cause substantial
 
injury 
to U.S. producers of the same,

similar 
or competing commodity?
 

12. 
 FY 1990 Appropriations Act Sec. 547. 
 NO.
Will the assistance (except for programs

in Caribbean Basin Initiative Countries
under U.S. Tariff Schedule 'Section 807,'
which allows reduced tariffs on articles

assembled abroad from U.S.-made

components) be used directly to procure

feasibility studies, prefeasibility

studies, or project profiles of potential

investmenit in, 
or to assist the
establishment of facilities specifically
designed for, the manufacture for export
to the United States or to third country
markets in direct competition with U.S.
exports, of textiles, apparel, footwear,

handbaqs, flat goods (such as wallets or
coin purses worn on the person), work
gloves or leather wearing apparel?
 

13. FAA Sec.1191)(4)-(6)& 
(10). Will the
;ssistance: 
(a) support training and
education efforts which improve the 	
(a.) NO.
 
(b.) NO.
capacity of recipient countries 
to
prevent loss of biological diversity;


(b) be provided under 
a long-term

agreement in which the recipient country
agrees to 
protect ecosystems or other
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wildlife habitats; (c) support efforts 
to identify and survey ecosystems in 
recipient countries worthy ofprotection; or (d) by any direct or 
indirect means significantly degradenational parks or similar protected areas 
or introduce exotic plants or animals 
into such areas? 

(c.) 
(d.) 

NO. 
NO. 

14. FAA Sec. 121(d). If a Sahel project, has a determination been made that the hostgovernment has an adequate system foraccounting for and controlling receipt
and expenditure of project funds (either
dollars or local currency generated 
therefrom)? 

N/A 

15. FY 1990 Apropriations Act Title II,
under heading "Agency for International 
Development.. If assistance is to bemade to a United States PVO (other than a cooperative development organization),
does it obtain at least 20 percent of its
total annual funding for international
activities from sources other than theUnited States Government? 

N/A 

16. FY 1990 Appropriations ActSec. 537. Ifassistance is being made available to aPVO, has that organization provided upontimely request any document, file, or
record necessary to the auditing
requirements of A.I.D., and is the PVO 
registered with A.I.D.? 

N/A 

17. FY 1990 Appropriations Act Sec. 514. If
funds are being obligated under an
appropriation account to which they werenot appropriated, has the President 
consulted with and provided a written
justification to the House and Senate
Appropriations Committees and has suchobligation been subject to regular
notification procedures? 

N/A 



- 13 
18. 
 State Authorization Sec. 1.9 (as
interpreted by conference 1'port). 

The program Grant Agreement will be
?as
confirmation of the date 
below the minimum necessary for the
o signing of 
 application of 
this provision.
the project agreement, including the
amount involved, been cabled to State L/T
and A.:.D. LEG within 60 days of 
the


agreement's entry into force with respect

to 
the United States, and has the full
 
text of the agreement been pouched to
those same offices? 
 (See Handbook 3,

Appendix 6G for agreements covered by

this provision).
 

19. 
 Trade Act Sec. 5164 (as interpreted by N/A
conference report), amending Metric
 
Conversion Act of 
1975Sec.2. Does the

project use 
the metric system of
measurement in its procurements, grants,
and other business-related activities,
 
except to the extent that such use is

impractical or 
is likely to cause
significant inefficiencies or 
loss of
markets to United States firms? 
 Are bulk
purchases usually to be made in metric,

and are components, subassemblies, and
semi-fabricated materials to be specified

in metric units when economically

available and technically adequate?
 

20. FY 1990 Aoropriations Act 
 Titleii
under heading Yes. The project will include a
"Womenin Development.*

Will assistance be designed so that the 

study on the role and impact on women
 
to identify ways, to promote their
Percentage of women participants will be 
 participation.


demonstrably increased?
 

21. 
 FY 1990AP:opriations Act Sec. 592a).

If assistance is furnished to a foreign 

Yes, (a)-(c) will be conditions of

the PREPS Program Grant Agreement.
government undr arrangements which
 

result in the generation of local
currencies, has A.I.D. (a) required that
local currencies, be deposited in a
 separate account established by the
recipient government, (b) entered into an
agreement with that government providing

the amount of local currencies to be
generated and the terms and conditions

under which the currencies so deposited

may be utilized, and (c) established by
agreement the responsibilities of A.I.D.

and that government to monitor and
 
account for deposits into and

disbursements from the separate account?
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Will such local currencies, or an Yes.

equivalent 
amount of local currencies, be
ised only to carry out the purposes of

the DA or ESF chapters of the FAA
 
(depending on which chapter is the source
 
of the assistance) or 
for the

administrative requirements of 
the United
 
States Government?
 

Has A.I.D. taken all appropriate steps to 
 Yes.
 
ensure that the equivalent of local

currencies disbursed from the separate

account are used for the agreed purposes?
 

If assistance is terminated to 
a country,

will any unencumbered balances of funds 

Yes.
 

remaining in a separate account be
disposed of for purposes agreed to by the
recipient government and the United
 
States Government?
 



._UGDr CRrTERIA FOR POJECT
 

1. Develooment Assistance ProiectCrie~a 

3. 4Y 1990 Arrocriations Act Sec. 
546
(as interpreted by conference report for
original enactment). 
 If assistance is
for agricultural development activities
(specifically, 
any testing or 
breeding
feasibility study, variety improvement
introduction, consultancy, publication,
or
 

conference, 
or training), 
are such
activities: 
(i) specifically and
principally designed 
to increase
agricultural exports by the host country
to a country other than the United
States, where 
the export would lead to
direct competition in that third country
with exports of 
a similar cozsnodity grown
or produced in the United States, and can
the 
activities reasonably be expected 
to
cause substantial injury to U.S.
exporters of 
a similar agricultural
commodity; 
or 
(2) in support of research
that is intended primarily to benefit
 
U.S. producers?
 

FAA Sec. 107.
b. 
Is special emphasis


placed on use of appropriate technology
(defined as 
relatively smaller,
cost-saving, labor-using technologies
that are generally most appropriate for
the small farms, small businesses, and
small incomes of the poor)?
 
c. 
FAA Sec. 281). Describe extent to
which the activity recognizes the
particular needs, desires, and capacities
of the people of the country; utilizes
the country's intellectual 
resources to
encourage institutional development; and
supports civic education and training in
skills required for effective

participation in governmental and
Political processes essential 
to 

sn 


N/A
 

N/A
 

PREPS is designed to help develop and
institutionalize 
a capacity within
Cameroon's Private Sector to promote
growth of the country's export sector.
The program takes account of
Cameroon's skill base and dynamic
private sector by supporting 
a
private, non-profit regulatory body
for the Free Zone and a privately
managed entity to promote investment.
 
The opportunities created for new
 
investment will promote growth in
enterprises, and thereby improve

utilization of the country's

relatively well educated human
 
resources base. 
The program will not
provide training directly aimed at
promoting a participatory, open
society, but will promote

participatory decision-making through
elected Boards of Directors which

include representatives of the private
sector for tho s.--. 
 '...
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FAA Sec. 101(a) 
 Does the activity Yes.
give reasonable promise of contributing
to the development of economic resources,
or to 
the increase of productive


capacities and self-sustaining economic
 
growth?
 

e. 
FAA Secs. 102(b), ll 
113 281(a).
Describe extent 
to which activity will: 
(1) The program is designed to


(i) effectively involve the poor in 
implement a Free Trade Regime which
development by extending access 
will foster growth in the export
to
economy at local level, increasing 
sector and in those industries which


labor-intensive production and the use of 
supply inputs for export operations.


appropriate technology, dispersing 
The primary beneficiaries of the
investment from cities to 

Free Zone will be Cameroonian
small towns and 
 workers.
rural areas, and insuring wide The Free Zone is expected


participation of the poor in the benefits 
to create between 2,750 and 8,250
of development on a sustained basis, 

new jobs in SMEs and larger
enterprises in the Zone.
using appropriate U.S. institutions; In addition,


(2) help develop cooperatives, especially 
3 jobs will be created in the local
by technical assistance, to assist rural 
economy for every 1 job created in the
Zone.
and urban poor to help themselves toward 

This implies a net increase

between 8,250 to
a better life, and otherwise encourage 

24,750 direct and

indirect jobs.
democratic private and local governmental


institutions; (2) The program will not
(3) support the self-help have a direct

effect on cooperatives.
efforts of developing countries; (4)
promote the participation of women in the 
(3) By stressing private initiative,
 

national economies of developing 
the program will promote self-help
countries and the improvement of women's 
among Cameroonians.
 
(4) It is expected that the Free Zone


status; and (5) utilize and encourage

regional cooperation by developing 

Regime will create job opportunities

for women,
countries. On an average, 
women
 
account for about 75% of jobs in free
 
zones worldwide.
 
(5) The program will have little
 
effect on 


f. 
regional cooperation.
FAA Secs 
103 103, 
 104 105, 106
120-21:FY 
 1990Apopritions Act, 

Yes.
 
Title
II, underheading Sub-Saharan

AfricaDa. 
Does the project fit the
criteria for the source of funds
(functional account) being used?
 

g. FY 1990 A ro riatons Act, Title II N/A
under headin -Sub-Saharan Africa 
 DA.=
Have local currencies generated by the
sale of imports or foreign exchange by
the government of a country in
Sub-Saharan Africa from funds
appropriated under Sub-Saharan Africa, DA
been deposited in a special account
established by that government, and are
these local currencies available only for
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use, in accordance with an agreement with
tne United States, for development
activities which are consistent with the
Zolicy irections of Section 102 of the
?AA and fo: 
 necessary administrative

requLremens of 
the U.S. Government?
 

n. FAA Sec. 107. 
 Is emphasis placed on
use of appropriate technology (relatively 
N/A
 

smaller, cost-saving, labor-using
technologies that are generally most
appropriate for the small farms, small
businesses, and small incomes of the
 
poor)?
 

i. 
FAA Secs.110 
124(d). 
 Will the
recipient country provide at 
Yes.
 

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
'relatively least developed' country)?
 

j. ZAA Sec. 128(b). 
 If the activity

attempts to Yes.
increase the institutional
capabilities of private organizations 
or
 

if it
 
the government of the country, or
attempts to stimulate scientific and
technological research, has it been
designed and will it be monitored to
ensure 
that the ultimate beneficiaries
 
are the poor majority?
 
k. FAA Sec. 281(b). Describe extent to 
 See page 15, 
item l.c.
which program recognizes the particular
needs, desires, and capacities of the
people of the country; utilizes the
country's intellectual 
resources to
encourage institutional development; and
supports civil education and training in
skills required for effective
participation in governmental 
processes
essential to self-government.
 

I. 
FY 1990 A2ropriations Act 
 under
headin NO
"Pomulation
DA" andS ec.535.Are any of the funds to be used for th
performance of abortions as a method of
family planning or to motivate or coerce
any person to practice abortions?
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Are any of 
the funds to 
be used 
to pay 
 NO.
for the performance of involuntary
sterilization 
as a metnod of family
planning or 
to coerce or 
provide any
financial 
incentive to 
any person to
undergo sterilizations?
 

Are any of the funds to 
be made available
to any organization NO.
 
or program which, 
as
determined by the President, supports or
participates in the management of 
a
program of coercive abortion or
involuntary sterilization?
 

Will funds be made available only to
voluntary family planning projects which 
N/A
 

offer, either directly or 
through
referral to, 
or information about access
to, 
a broad range of family planning

methods and services?
 

In awarding grants for natural family
planning, will any applicant be 
N/A
 

discriminated against because of such
applicant's religious or 
conscientious
commitment to offer only natural family

planning?
 

Are any of the funds to be used to pay 
 NO.
for any biomedical research which
relates, in whole or

of, in part, to methods
or the performance of, abortions or
involuntary sterilization 
as a means of

family planning?
 

m. FAA Se. 
 601(e). 
 Will the project Yes.
utilize competitive selection procedures
for the awarding of contracts, except
where applicable procurement rules allow

otherwise?
 

n. 
PY 1990 Apror iations Act Sec. 579.
What portion of the funds will be 

At least 10% of the funds budgeted
for technical
available only for activities of assistance will be
channeled to such enterprises and


economically and socially disadvantaged 

institutions.
enterprises, historically black colleges
and universities, colleges and
universities having a student body in
which more than 40 percent of the
students are Hispanic Americans, and
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private and voluntary organizations which
 
are controlled by individuals who are
black Americans, Hispanic Americans, 
or
Native Americans, or who are economically
 
or 
socially disadvantaged (including
 
women)?
 

FAA Sec. 1 18(c).
o. Does the assistance 

comply with the environmental procedures 

Yes, the program is in compliance

with Regulation 16.
set Other items in
forth in A.I.D. Regulation 16? Does 
 this section are 
not applicable.
the assistance place a high priority on
conservation and sustainable management


of tropical forests? 
Specifically, does
the assistance, to 
the fullest extent
 
feasible: 
(I) stress the importance of

conserving and sustainably managing

forest resources; (2) support activities
 
which offer employment and income

alternatives to 
those who otherwise would
 
cause destruction and loss of forests,

and help countries identify and implement

alternatives to colonizing forested
 
areas; 
(3) support training programs,

educational efforts, and the
 
establishment or 
strengthening of

institutions 
to improve forest
 
management; (4) help end destructive
 
slash-and-burn agriculture by supporting

stable and productive farming practices;

(5) help conserve forests which have 
not
yet been degraded by helping to increase
 
production on lands already cleared or
degraded; (6) conserve forested

watersheds and rehabilitate those which
 
have been deforested; 
(7) support

training, research, and other actions
 
which lead to sustainable and more
 
environmentally sound practices for

timber harvesting, removal, and
 
processing; (8) support research to
expand knowledge of tropical forests and

identify alternatives which will prevent

forest destruction, loss, 
or
 
degradation; (9) 
conserve biological

diversity in forest areas by supporting

efforts to 
identify, establish, and

maintain a representative network of
protected tropical forest ecosystems on a
worldwide basis, by making the
 
establishment of protected areas a
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condition of support for activities
 
involving forest clearance or

degradation, and by helping to 
identify
tropical forest ecosystems and species 
in
need of protection and establish and
maintain appropriate protected areas;
(10) seek 
to increase the awareness of
U.S. Government agencies and other donors

of the immediate and long-term value of
tropical forests; and 
(11) utilize the
resources and abilities of all relevant

U.S. government agencies?
 

p. FAASec. 118(c)(13). 
 If the 

assistance will support a program or
project significantly affecting tropical
forests (including projects involving the
planting of exotic plant species), 
will
the program or project: (1) be based
upon careful analysis of the alternatives
available to achieve the best sustainable
 
use of the land, and (2) take full
account of the environmental impacts of
the proposed activities on biological
 
diversity?
 

g. FAA Sec. 118(c)(14). 
Will assistance
be used for: 
(i) procurement or 
use 

of logging equipment, unless an
environmental assessment indicates that
all timber harvesting operations involved
will be conducted in an environmentally

sound manner and that the proposed

activity will produce positive economic

benefits and sustainable forest
 
management systema; or 
(2) actions which
will significantly degrade national parks
or 
similar proteeted. areas which contain
tropical forests, or introduce exotic

plants or animals into such areas?
 

r. FAASec.118c)(15)." Will assistance
be used for: (1) activities which would
result in the conversion of forest lands
to the rearing of livestock; (2) the
construction, upgrading, or maintenance

of roads (including temporary haul roads
for logging or other extractive
 
industries) which pass through relatively
undergraded forest lands; (3) the
 

N/A
 

(1) NO.
 
(2) NO.
 

(1)NO.
 
(2) NO.
 
(3) NO.
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colonization of forest lands; or (4) the

construction of dams 
or other water

control structures which flood relatively

undergraded forest lands, unless with
 
respect to each such activity an
environmental assessment indicates that
 
the activity will contribute
 
significantly and directly to 
improving

the livelihood of the rural poor and will
be conducted in an environmentally sound
 
manner which supports sustainable
 
development?
 

s. 
FY 1990 Apropriations Act
Sec. 534(a). if assistance relates to

tropical forests, will project assist

countries in developing a systematic

analysis of the appropriate use 
of their
total tropical forest resources, with the
goal of developing a national program for
 
sustainable forestry?
 

t. 
FY 1990 Aopropriations Act 

Sec 534(b). If assistance relates to
 energy, will such assistance focus on
improved energy efficiency, increased use
of renewable energy resources, and

national energy plans (such as least-cost
 
energy plans) which include investment in
end-use efficiency and renewable energy
 
resources.
 

Describe and give conclusions as to how 

such assistance will: 
(I) increase the
 
energy expertise of A.I.D. staff, (2)

help to develop analyses of energy-sector

actions to minimize emissions of
 
greenhouse gases at-least cost, (3)
develop energy-sector plane that employ
end-use analysis and other techniques to

identify cost-effective actions 
to

minimize reliance on fossil fuels, (4)

help to 
analyze fully environmental
 
impacts (including impact on global

warming), (5) improve efficiency in
production, transmission, distribution,

and use of energy, (6) assist in

exploiting nonconventional renewable
 
energy resources, including wind, solar,

small-hydro, geo-thermal, ai.d advanced
 

(4) NO.
 

N/A
 

N/A
 

N/A
 



- 22 
1oomass systems, (7) expand efforts tomeet the energy needs of the rural poor,(8) encourage host countries 
to sponsor
meetings with United States energy
efficiency experts 
to discuss the 
use of
least-cost planning techniques, (9) help
to develop a cadre 
of United States
experts capaole of providing technical
assistance 
to developing countries on
 energy issues, and (10) strengthen
cooperation on 
energy issues with the
Department of Energy, EPA, World Bank,
and Development Assistance Committee of
 

the OECD.
 
u. 
FY 1990 Aororiations Act. TitleII
underheadino Sb-Saharan Africa 
DA.
(as interpreted by conference report upon
original enactment). 
 If assistance will
come from the Sub-Saharan Africa DA
account, is it: 
(1) 
to be used to help
the poor majority in Sub-Saharan Africa

through 
a process of long-term
development and economic growth that is
equitable, participatory, environmentally
sustainable, and self-reliant: 
(2) being
provided in accordance with the policies
contained in section 102 of the FAA;
(3) being provided, when consistent with
the objectives of such assistance,

through African, United States and other
PVOs that have demonstrated effectiveness

in the promotion of local grassroots
activities on behalf of long-term

development in Sub-Saharan Africa;

(4) being used to help overcome 

shorter-term constraints to long-term

development, to promote reform of
sectoral economic policies, to support
the critical sector priorities of
agricultural production and natural
 
resources, health, voluntary family
planning services, education, and income
generating opportunities, to bring about
appropriate sectoral restructuring of the
Sub-Saharan African economies, to support
reform in public administration and
finances and to establish a favorable
environment for individual enterprise and
self-sustaining development, and to take
 

(1) Yes. 
 The program will implement
and institutionalize reforms that
 remove constraints 
to long-term

sustainable growth in Cameroon. 
This
will result in increased jobs and
incomes for the poor and 
investment

opportunities for local businesses,

including SMEs. 
(2) Yes.

(3) such organizations 
are not
appropriate vehicles to implement

the program; 
(4) Yes. 
 The program

seeks to overcome short-term

constraints to long-term development

by promoting reform of Cameroon's
policies in the export sector, thereby
bring about appropriate restructuring

of the sector; 
(5) The program will
contribute to the development of
income-generating activities in SMEs
and other enterprises for the rural

and urban unemployed.
 

\I
 



- 23 
into account, in assisted policy reforms,


:'e need 
to protect vulnerasle groups;
3) being used to 
increase agricultural

.roduction in ways that protect and
restore 
the natural resource base,
9specially food production, to maintain
 
ind 
improve basic transportation and
:ommunlcation networks, to maintain and
restore the renewable natural 
resource
 -ase in ways that increase agricultural

?roduction, to 
improve health conditions
4ith special emphasis on meeting the
iealth needs of mothers and children,

Lncluding the establishment of
3elf-sustaining primary health care
3ystems 
that give priority to preventive

:are, 
to provide increased access to
ioluntary family planning services, to
unprove basic literacy and mathematics

?specially 
to those outside the formal
?ducational system and to 
improve primary

education, and to develop

.ncome-generating opportunities for the
inemployed and underemployed in urban and
 
rural areas?
 

1. 	InternationalDevelopment Act Sec. 
 N/A
711, 
FAA Sec. 463. 
 If project will
.inance a debt-for-nature exchange,

lescribe how the exchange will support
)rotection of: 
(1) the world's oceans
ind atmosphere, (2) animal and plant
;pecies, and 
(3) parks and reserves; 
or
!escribe how the exchange will promote:

4) natural resource management,

5) local conservation programs,

6) conservation training programs,
7) public commitment to conservation,

8) land and ecosystem management, and
9) regenerative approaches in farming,

.orestry, fishing, and watershed
 
lanagement.
 

'. FY 1990Appropriations Act Sec. 515.
f deob/reob authority is sought to be 

N/A
 

!xercised'in the provision of DA
issistance, 
are the funds being obligated
or 
the same general purpose, and for
:ountries within the same region 
as
riginally obligated, and have the House
nd Senate Appropriations Committees been
 
)roperly notified?
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5C(3) - STANDARD ITEM CHECKL:ST
 

listed below are the statutory items which
 
normally will be covered routinely in those
 
provisions of an assistance agreement dealing

with its implementation, or covered in the
 
agreement by imposing limits 
on certain uses of
 
funds.
 

These items are arranged under the general

headings of 
(A) Procurement, (B) Construction,
 
and (C) Other Restrictions.
 

A. 	 PROCUREMENT
 

I. 
 FAA Sec. 602(a). Are there arrangements Yes. Competition for the technica.
to permit U.S. small business to 
 assistance contract will be
participate equitably in the furnishing 
 restricted to small businesses.
 
of commodities and services financed?
 

2. 	 C',A Sec. 604(a). Will all procurement be Yes.
 
from the U.S. except as otherwise
 
determined by the President 
or determined
 
under delegation from him?
 

3. 	 FAA Sec. 604(d). If the cooperating 
 N/A

country discriminates against marine
 
insurance companies authorized to do

business in the U.S., 
will commodities be
 
insured in the United StateL against
 
marine risk with such a company?
 

4. 	 FAA Sec. 604(e). If non-U.S. procurement N/A

of agricultural commodity or product

thereof is to be financed, is there
 
provision against such procurement when
 
the domestic price, of such commodity is
 
less than parity?. (Exception where
 
commodity financed could not reasonably
 
be procured in U.S.)
 

\L)
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7AA Sec. 6 04(g). wil
~construction 
or
engineering services be procured from
firms of advanced developing countries
4hich are otherwise eligible under Code
941 and which have attained a competitive
capability 
in international markets in
one 
of these areas? (Exception for those
countries which receive direct economic
assistance under the FAA and permit

United States firms to compete 
for
construction 
or engineering services
financed from assistance programs of

these countries.)
 

FAA Sec. 603. 
 Is the shipping excluded

from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1986, as amended, that at least
50 percent of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag commercial
vessels 
to the extent such vessels are
available at fair and reasonable rates?
 

FAA Sec. 6 21(a). 
 If technical assistance

is financed, will such assistance be
furnished by private enterprise on a
contract basis to the fullest extent
practicable? 
 Will the facilities and
cesources 
of other Federal agencies be
utilized, when they are particularly
suitable, 
not competitive with private
enterprise, and made available without
indue interference with domestic programs?
 

rnternational Air Transportation
Fair

:ompetitive
Practices Act 
 1974. 
 If air
:ransportation of persons or property is
financed on grant basis, will U.S.zarriers be used to the extent such 
;ervice is available.
 

'Y 1990 Appropriations Act Sec. 504. If:he U.S. Government is a party to a
:ontract for procurement, does the
:ontract contain a provision authorizing
'ermination of such contract for the
:onvenience of the United States?
 

N/A
 

N/A
 

Yes.
 

Yes.
 

Yes.
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Y 1990 Aooropriainns Act qec. 
524. 
 :f
ssistance 
is for consulting service
irougn procurement contract pursuant to
U.S.C. 3109, 
are contract expenditures
matter of public record and available
 or 
public inspection (unless otherwise
rovided by law or 
Executive order)?
 

:ade Act Sec. 5164 
(as interpreted by
onference report), amending Metric
onversion Act of 1975 Sec. 2. 
Does the
roiect use 
the metric system of
easuremenr 
in its procurements, grants,
nd other business-related activities,

xcept to the 
extent that such use is
*practical or 
is likely to cause
ignificant inefficiencies 
or loss of
arkets to United States firms? 
Are bulk
irchases usually to be made in metric,
id are components, subassemblies, and
ami-fabricated materials to 
be specified
i metric units when economically

vailable and technically adequate?
 
kASecs.612(b),636(h):FY1990 


"propriat1Ons
Actsec.507 509
escribe steps taken to 
assure that, 
to
he maximum extent possible, foreign

irrencies owned by the U.S. are utilized
i lieu of dollars to meet the cost of
3ntractual and other services.
 

\A Sec. 612(d). 
 Does the U.S. own
:cess 
foreign currency of the country
id, if 
so, what arrangements have been 
Ide for its release?
 

kA Sec. 601(e). 
 Will the assistance

:ilize competitive selection procedures

)r the awarding of contracts, except
lere applicable procurement rules allow
 
:herwise?
 

Yes.
 

N/A
 

All AID-financed procurements 
are
for technical assistance from U.S.
entities which require payment in
 
U.S. dollars.
 

NO.
 

Yes.
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-ONSTRUCTION
 

FAA Sec. 601(d). If capital (e.g.,

construction) project, will U.S.

engineering and professional services be
 
used?
 

2. 	 FAA Sec. 611(c). If contracts for 

construction are to 
be financed, will
 
they be 
let on a competitive basis to

maxi,,um extent practicable?
 

3. 	 FAA Sec. 620(k). If for construction of 

productive enterprise, wil 
aggregate

value of assistance to be furnished by
the U.S. 
not exceed $100 million (except

for productive enterprises in Egypt that
 were described in the CP), 
or does
 
assistance have the express approval of
 
Congress?
 

OTHER RESTRICTIONS
 

1. 	 FAA Sec. 122(b). If development loan 

repayable in dollars, is interest rate at
least 2 percent per annum during a grace
period which is not to exceed ten years,

and at least 3 percent per 
annum
 
thereafter?
 

2. 	 FAA Sec. 301(d). 
 If fund is established 

solely by U.S. contributions and

administered by an international
 
organization, does Controller General
 
have 	audit rights?
 

3. 	 FAA Sec. 62(hi. Do arrangements exist 

to insure that United States foreign aid
is not used in a manner which, contrary

to the beat interests of the United

States, proaotes or assists the foreign

aid projects or activities of the
 
Communist-bloc countries?
 

N/A
 

N/A
 

N/A
 

N/A
 

N/A
 

Yes.
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Will arrangements preclude 
use of
 
financing:
 

a. 
FAA Sec. 104(f); Fy 1990 

Appropriations Act under heading

"PO°ulat!cn, :A 
a and Secs. 525, 535.
(1) To pay for performance of abortions
 
as 
a method of family planning or 
to
motivate 
or coerce persons to practice

abortions; (2) 
to pay for performance of
involuntary sterilization as method of
family planning, or 
to coerce or provide

financial incentive to any person to
undergo sterilization; 
(3) to pay for any
biomedical resear:h which relates, in
whole or 
part, to methods or 
the

performance of abortions or 
involuntary

sterilizations as a means of family

planning; or 
(4) 
to lobby for abortion?
 

b. FAA Sec. 483. 
 To make reimburse-

ments, in 
t e form of cash payments, to
 
persons whose illicit drug crops are
 
eradicated?
 

c. 
FAA Sec. 620(g). To compensate 

owners for expropriated or 
nationalized
 
property, except to compensate foreign

nationals in accordance with a land

reform program certified by the President?
 

d. FAA Sec. 560. 
 To provide training,

advice, or any financial support for
police, prisons, or other law enforcement
 
forces, except for narcotics programs?
 

FAA Sec. 662.
e. For CIA activities? 


f. 
FAA Sec. 636i). For purchase, sale,
long-term lease, exchange or guaranty of
the sale of motor vehicles manufactured
 
outside U.S., unless a waiver is obtained?
 

g. FY 1990 Appropriations Act
Sec. 503

To pay pensions, annuities, retirement
 
pay, or adjusted service compensation for
prior or current military personnel?
 

h. FY 1990 Apropriations Act Sec. 505.

To pay U.N. assessments, arrearages or
 
dues?
 

Yes.
 

Yes.
 

Yes.
 

Yes.
 

Yes.
 

Yes.
 

Yes.
 

Yes.
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L. FY 1990 Acroorlations Act Sec. 506. Yes.

To carry out PCovLsions of FAA section
209(d) (transfer of FAA funds 
to
 
multilateral organizations 
for lending)?
 

J. FY 1990 Aoorouriations Act Sec.510. Yes.
 
To finance ne 
export of nuclear
 
equipment, fuel, 
or technology?
 

k. FY 1990 Auorooriations Act Sec. 511. 
 Yes.
For the purpose of aiding the efforts of
the government of such country to 
repress

the legitimate rights of the population

of such country contrary to the Universal
 
Declaration of Human Rights?
 

1. FY 1990 Aooropriations Act Sec. 516 

State Authorization Sec. 109. 

Yes.
 
To be used


for publicity or propaganda purposes

designed to support or 
defeat legislation

pending before Congress, to influence in
 
any way the outcome of a political

election in the United States, or 
for any
publicity or propaganda purposes not
 
authorized by Congress?
 

FY.1990 A~p~opriataons ActSec.574. 
 NO. None of the contracts will
Will any !.I.D. contract and 
 require marine insurance.
solicitation, and subcontract entered
 
into under such contract, include a

clause requiring that U.S. marine
 
insurance companies have a fair

opportunity to bid for marine insurance

when such insurance is necessary or
 
appropriate?
 

FY 1990 Appropriations Act.Sec. 582.
Will any assistance be provided to any

foreign government (including any

instrumentality or agency thereof),

foreign person, or United States person

in exchange for that foreign government

or person undertaking any action which

is, if carried out by the United States
 
Government, a United States official or
employee, expressly prohibited by a

provision of United States law?
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3(A)2 
- NONPROJECT ASSISTANCE CHECKLIST
 

e criterLa listed in Part A are 
applicable
nerally to 
FAA funds, and snould be used
respecti':e of the program's funding 
source.
Part B a distinction is made between the
iteria applicable to Economic Support Fund
sistance and the criteria applicable to
velopment Assistance. 
 Selection of tile
iteria will depend on 
the funding source 
for
 
e program.
 

DSS REFERENCES: 
 IS COUNTRY CHECKLIST UP
 
TO DATE? 
 HAS STANDARD
 
ITEM CHECKLIST BEEN
 
REVIEWED?
 

GENERAL CRITERIA FOR NONPROJECT ASSISTANCE
 
1. 
 FY1990 Approriations Act Sec. 523-
 Notification
FAA Sec. 634A. Describe how was sent to the


authorization and appropriations authorizing and appropriating 
committees of Senate and House have 

committees on July 27, 1990. 

waiting period expired without

The
been or will be notified concerning 
 objection on August 11, 
1990.
the project.
 
2. FAA Sec. 611(a)(2). 
 If further


legislative action is required within 
A draft ordinance which authorizes
 

recipient country, what is basis for 

the creation of a National Investment


reasonable expectation that such action 
Promotion Center (one of the
will be completed in time to permit 
authorized recipients of dollar


orderly accomplishment of purpose of the 
generated local currency under the
program) has been sent to theassistance? 

President of Cameroon. 
The President

will submit the ordinance to the

General Assembly for action in

November, 1990. 
 No obstacles are

envisioned.


FAA Sec. 209.
3. Is assistance more 
 NO.
efficiently and effectively provided
through regional or multilateral

organizations? 
If so, why is assistance
 
not so provided? 
 Information and
conclusions on whether assistance will
 encourage developing countries to
cooperate in regional development
 
programs.
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 7AA Sec. 6 01(a). Information and
conclusions on whether assistance will
encourage efforts of 
the country to:
(a) increase the flow of international
trade; (o) foster private initiative and
competition; (c) encourage development
and 
use of cooperatives, credit unions,

and savings and loan associations: 

(d) discourage monopolistic practices;

(e) improve technical efficiency of
industry, agriculture, and commerce; and
(f) strengthen free labor unions.
 

5. 
 FAASec.601(b). Information and 

conclusions on 
how assistance will
encourage U.S. private trade and
investment abroad and encourage private
U.S. participation in foreign assistance
programs (including use of private trade
channels and the services of U.S. private

enterprise). 


6. FAA Sec. 121(d). If assistance is being

furnished under the Sahel Development
Program, has a determination been made
that the host government has an adequate
system for accounting for and controlling
receipt and expenditure of A.I.D. funds?
 

FUNDING CRITERIAFOR NONPROJECT ASSISTANCE
 

I. N Ca for EconomicSupport 

rFund 
a. FAA Sec. 531(a). Wil this
 

assistance promote economic and political
stability? 
To the maximum extent
feasible, is this assistance consistent
with the policy directionx, purposes, and
programs of Part I of the FAA?
 

b. FAA Sec. 531(). 
 Will assistance
under this chapter be used for military
or paramilitary activities?
 

The program will help Cameroon to
implement policy reforms in the
export sector. 
 The successful
 
implementation of 
these reforms
will support objectives (a)-(e) of
FAA 601(a). 
 The program is not
expected to have a direct impact on
 
labor unions.
 

The policy reforms to be implemented

by this program will reduce
barriers to entry to the international

trade sector. 
 The reforms will also
improve Cameroon's competitiveness

for international investments by
providing incentives that lead to
increased returns to investments in
 
the Free Zone. 
A market survey has
already indicated significant interest
 
by U.S. enterprises in exploring

investment opportunities in the Free

Zone.
 

N/A
 

N/A
 

\p 
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.AA Sec. 531(d). 
 Will ESF funds made
available for commodity import programs
 

or 
other program assistance be 
used to
generate local currencies? 
 If so, will
at 
least 50 percent of such local
currencies be available 
to support
activities consistent with 
the oo]ectives

of FAA sections 103 through 106?
 

d. 
FAA Sec. 609. If commodities are to
be granted so 
that sale proceeds will
accrue to 
the recipient country, have
Special Account 
(counterpart)
 
arrangements been made?
 

e. 
FY 1990 Apropriations Act, Title 11,
under heading EconomicSupport Fund,'
and Sec. 592. 
 If assistance is 
in the
form of 
a cash transfer: 
(a) Are all
such cash payments to be maintained by
the country in a separate account and not
to be commingled with any other funds?
(b) will all 
local currencies that may
be generated with funds provided as 
a
cash transfer to such a country also be
deposited in a special account, and has
A.I.D. entered into an agreement with
that government setting forth the amount
of the local currencies 
to be generated,
the terms and conditions under which they
are to be used, and the responsibilities

of A.I.D. and that government to monitor
and account for deposits and
disbursements? 
(c) Will all such local
currencies also be used in accordance

with FAA Section 609, which requires such
local currencies to be made available to
the U.S. government as the U.S.
determines necessary for the requirements
of the U.S. Government, and which
requires the remainder to be used forprograms agreed to by the U.S. Government
to carry out the purposes for which new
funds authorized by the FAA would
themselves be available? 
 d) HasCongress received prior notification

providing in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms
that will be promoted by the cash
 
transfer assistance?
 

N/A
 

N/A
 

N/A
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Nonproiect Criteria for Development
 
Assiscance
 

a. FAA Secs. 1
02(a) Ill, 113, 281(a).
Extent to wnich activity will:

effectively involve the poor in 

(1) 


development, by expanding access 
to 
economy at 
local level, increasing

labor-intensive production and the use of
appropriate technology, spreading

investment out from cities to small towns
and rural areas, and i;,suring wide

participation of the poor in the benefits
of development on 
a sustained basis,

using the appropriate U.S. 
 institutions,

(2) help develop cooperatives, especially
by technical assistance, to assist rural
and urban poor to help themselves toward
better life, and otherwise encourage

democratic private and local governmental

institutions; (3) support the self-help
efforts of developing countries;

(4) promote the Participation of women in
the national economies of developing

countries and the improvement of women's
status; and (5) utilize and encourage

regional cooperation by developing 


countries? 


b. FAA Secs. 103 103A 104 
 105 106L
120-21. Is assistance being made
available (include only applicable

paragraph which corresponds to source of
funds used; if more than one fund source
is used for assistance, include relevant

paragraph for each fund source):
 

(1) [1031 for agriculture, rural N/A
development or nutrition; 
if so

(a) 
extent to which activity is
specifically designed to 
increase

productivity and income of rural poor;
(103A] if for agricultural research,

account shall be taken of the needs of
small farmers, and extensive use of
field testing 
to adapt basic research
 
to local conditions shall be made; (b)
extent to which assistance is used in
coordination with efforts carried out
 

(1) The program is designed to

implement 
a Free Trade Regime which
will foster growth in the export

sector and in those industries which
supply inputs for export operations.

The primary beneficiaries of the Free

Zone will be Cameroonian workers.

The Free Zone is expected to create
between 2,750 and 8,250 
new jobs in
SMEs and larger enterprises in the
 zone. 
 In addition, 3 jobs will be
created in the local economy for
 every i job created in the zone.

Ths implies a net increase
 
between 8,250 and 24,750 direct
 
and indirect jobs. 
 (2) The
 
program will not have a direct
 
effect on cooperatives.

(3) By stressing private initiative,

the program will promote self-help
 
among Cameroonians. 
 (4) It is
 
expected that the Free Zone will
 
create job opportunities for
 
women. 
On an average, women
 
account for about 75% 
of jobs in free
 
zones. 
 (5) The program will have
 
little effect on 
regional cooperation.
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under Sec. 104 
to help improve

nutrition of the people of developing

countries through encouragement of
increased production of crops with
greater nutritional 
value; Improvement

of planning, research, and education

with respect to 
nutrition, Particularly

with reference to 
improvement and
expanded use of 
indigenously produced

foodstuffs; 
and the undertaking of
pilot or demonstration 
programs

explicitly addressing the problem of
malnutrition of poor and vulnerable

people; 
and (c) extent to which

activity increases national food
security by improving food policies and
management and by strengthening

national food reserves, with particular

concern for the needs of the poor,
through measures encouraging domestic

production, building national food
reserves, expanding available storage
facilities, reducing post harvest food
looses, and 
improving food distribution.
 

(2) (104] for population planning

under Sec., 104(b) or health under Sec.
104(c); 
if so, 
extent to which activity
emphasizes low-cost, integrated

delivery systems for health, nutrition
and family planning for the poorest

people, with particular attention to
the needs of mothers and young
children, using paramedical and
auxiliary medical personnel, clinics

and health posts, commercial
 
distribution systems, and other modes

of community outreach.
 

(3) [105i for education, public

administration, 
or human resources

development; if so, 
(a) extent to which

activity strengthens nonformal

education, makes formal education more
relevant, especially for rural families

and urban poor, and strengthens

management capability of institutions

enabling the poor to participate in
development; and (b) 
extent to which
assistance provides advanced education
 

N/A
 

N/A
 



- 36 
and training of people of developing
countries in such disciplines as are

required for planning and
implementation of public and private

development activities.
 

(4) (1061 
for energy, private

voluntary orqanizations, and selected 

N/A
 

development problems; 
if so, extent
 
activity is:
 

(i)(a) concerned with data collection
and analysis, the training of skilled

personnel, research on and
development of suitable energy
sources, and pilot projects to 
test
new methods of energy production; and
(b) facilitative of research on and
development and 
use of small-scale,

decentralized, renewable energy
sources 
for rural 
areas, emphasizing
development of energy resources which
are environmentally acceptable and
require minimum capital investment;
 

(ii) concerned with technical

cooperation and development,

especially with U.S private and
voluntary, 
or regional and
 
international development,
 
organizations;
 

(iii) 
 research into, and evaluation
of, 
economic development 
processes

and techniques;
 

(iv) reconstruction after natural or
manmade disaster and programs of
disaster preparedness;
 

(v) 
 for special development

problems, and 
to enable proper
utilization of infrastructure and
related projects funded with earlier
 
U.S. assistance;
 

(vi) 
 for urban development

especially small, labor-intensive
 
enterprises, marketing systems for
small producers, and financial or
other institutions to help urban poor
participate in economic and social
 
development.
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(5) [120-21j 
for the Sahelian region;
if so, (a) extent to which there is
international coordination in planning
and implementation; participation and
support by African countries and

organizations in determining

development priorities; and 
a
long-term, multidonor development plan
which calls for equitable

burden-sharing with other donors; (b)
has a determination been made that the
host government has an 
adequate system
for accounting for and controlling

receipt and expenditure of projects

funds (dollars or 
local currency

generated therefrom)?
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Annex J
 

Assumptions and Calcuiations Used in Economic Analysis
 

This annex presents the assumptions and equations used in deriving the quantifiable economic
benefit? presented in Chapter VIII of this document. 
 The Scenarios used 
in the economic
analysis are those 
found in Table 6 of the main document.
 

Assumptions
 

The variables listed below serve as 
the key Inputs into the calculations 
that were used in
 
developing the economic analysis.
 

Variable Description
 

a 
 Export Sales in millions of U.S. dollars

b Imports as a percentage of total sales
 c 
 Local value added as a percentage of total sales
d 
 Free Zone Wage Bill as a percentage of total sales
 
e 
 Personal Income Tax Rate (average)

f 
 Free Zone Profits as a percentage of total sales
 
g Corporate Profits Tax 
(average)

h 
 Local Goods and Services (LGS) as a percentage of sales
i Imported inputs (as 
a perc. of LGS)
J 
 Cost of goods sold, excl. wages (as a perc. 
of LGS)
k Wages (as a perc. of LGS)

I Profits (as a perc. of LCS)

m 
 Cumulative number of Free Zone enterprises in year 1 to 5
 

Table A presents the assumptions that were used for each of the above-mentioned variables.
These assumptions 
were based on actual data provided from the experience of manufacturing
and agro-industrial activities in the Dominican Republic. 
 The Dominican Republic probably
best approximates 
the likely experience 
to be had under the Cameroon Free Zone. 
 It is a
country with a sizeable agricultural base and has both traditional (i.e.,
electronics, assembly, etc.) 
textiles, clothing,
and non.traditional (i.e., agro-industrial) export processing
activities. 
 Two columns are presented in Table A, one 
regarding traditional export
processing activities and the other regarding agro-industrial export processing activities.
The assumptions for the variable listed below vary depending on which of these two categories
are 
being analyzed, specifically with regard to 
labor-intensity, import-intensity and use


of domestic resources.
 

The Eaations
 

There are four major categories of quantifiable economic benefits to be had from the Cameroon
Free Zone Regime: (I) To 
the GRC in the form of higher taxes, (2) to Cameroonian workers
in the form of higher wages, (3) co Cameroonian businessmen in the form of higher profits
and (4) to Foreign businessmen in the form of higher profits.
 



Economic Benefits to The GRC
 

The GRC would receive additional taxes 
from each of the following three categories: (a)
taxes on wages earned by Free Zone employees, (b) taxes on wages earned by employees of firms
who supply Free Zone enterprises with goods and services and (c) taxes on profits earned by

firms who 
supply Free enterprises
Zone with goods and services. Free Zone enterprises
themselves, of course, 
are exempt from all taxes during the first 
ten years of operation.

The following equations were used in estimating the benefits to be had by the CRC:
 

Taxes on Wages earned by Free Zone employees: a * d * m * e
 

Taxes on wages earned by employees of firms who supply

Free Zone enterprises with goods and services: 
(a * h * (2 * k) * m) * e 

Taxes on profits earned by firms who supply Free Zone
 
enterprises with goods and services: 
 (a * h * (2 * 1) * m) * g 

The expressions (2 * k) and (2 * I) represent estimates of the sum of all wages and profitsearned by the various players involved in supplying an input Free
to a Zone enterprise.
Every input provided by a local firm to a Free Zone enterprise is, itself, a function of the
labor, capital, local inputs and imported inputs used to produce it. 
 Moreover, the local
inputs used to produce the input to the 
Free Zone enterprise were, themselves, a function
of the labor, 
capital, local inputs and imported inputs used to produce them. The
assumptions used regarding the 
breakdown of local goods and services 
(variable h) int
imported inputs (variable i), 
cost of goods sold, excluding wages (variable J), wages
(variable k) and profits (variable 1) were 
also assumed to be applicable to each of the
stages involving the 
production of inputs. The corresponding summations regarding the
cumulative value of wages and profits (i.e., 
local value added) resulting from the increase
in demand for local inputs by Free Zone enterprises are approximated by the equations 
"2 * 
k" and "2 * 1" noted above. 

Economic Benefits to Cameroonian Workers
 

Cameroonian workers would receive additional benefits in the form of wages from each of the
following two categories: 
 (a) wages earned by Free Zone employees and (b) wages earned by
employees of firms who supply Free Zone enterprises with goods and services. 
The following
equations were used to estimate the economic benefits to be had by Cameroonian workers:
 

Wages earned by Free Zone employees: a * d * m * (1 e)
 

Wages earned by employees of firms who supply Free Zone
 
entprprises with goods and services: 
(a * h * 
(2 * k) * m) * (1 - e)
 

The expression "l  e" represents the after tax wages earned by Cameroonian employees.
taxed portion of this wage income (i.e., 
The
 

"e") shows up in the form of higher tax revenue to
the CRC as noted above. As 
in the case of taxes earned on wages and profits earned by
players involved in the production of inputs to 
Free Zone enterprises, the expression "2 *
 K" is used here to approximate the cumulative value of wages earned by 
all firms involved
 
in the production of inputs 
to Free Zone enterprises.
 



Table J-1 

(conomic Analysis Assumiptions 

Average Agro

[PZ Industry 

Export * Sales (millions) 
$2.0 $2.0 

Imports (% of Sales) 
55.0X 40.0% 

Local Value Added (% of Sales) 35.0% 60.0% 

Wages (% of Sales) 
20.0% 10.0% 

Personal Income Tax Rate (average) 15.0% 1S.0% 

Profits (% of Sales) 
10.0% 15.0% 

Local Profits Tax (average) 38.5% 38.5% 

Local Goods and Services (X of Sales) S.0% 35.0% 

Imported Inputs (X of LG&S Sales) 10.0% 10.0% 

Costs of Goods Sold. exci. Wages (%of LG&S Sales) 40.0% 40.0% 

Wages (X of LG&S Sales) 40.0% 40.0% 

Profits (% of LG&S Sales) 10.0% 10.0% 

Employment (number of workers) 200 75 



Table J-2 

Summary of Distribution of Economic Benefits 

Scenario I Scenario Ii Scenario III 
....................... ...................... ....................... 

Avg. Agro- Camer Avg. Agro- Camer Avg. Agro- Caner. 

EPZ Ind. FTZ EPZ Ind. FTZ EPZ Ind. FTZ 
... .... ..... ... .... ..... ... .... .....--

Distribution of Economic Benefits 

To the GRC 3.1 6.6 4.9 5.5 11.8 8.7 8.2 17.4 12.8 
Increased Tax Revenue from FTZ wages (2.3) (1.2) (1.8) (4.2) (2.1) (3.2) (6.2) (3.1) (4.7) 
Increased Tax Revenue from FTZ Suppliers wages (0.5) (3.3) (1.9) (0.8) (5.9) (3.4) (1.2) (8.7) (5.0) 
Increased Tax Revenue from Tax on FTZ suppliers' pro (0.3) (2.1) (1.2) (0.5) (3.8) (2.2) (0.8) (5.6) (3.2) 

To Cameroonian Uorkers 16.0 25.2 20.6 28.7 45.3 37.0 42.4 67.0 54.7 
FTZ wage Bill (after tax) (13.3) (6.6) (10.0) (23.9) (11.9) (17.9) (35.3) (17.6) (26.5) 
Local Suppliers of FTZ Wage Bill (after tax) (2.7) (18.6) (10.7) (4.8) (33.4) (19.1) (7.1) (49.4) (28.3) 

To Cameroonion Businessnen 4.4 9.2 6.8 7.9 16.6 12.3 11.7 24.5 18.1 
Increased Profits from FTZ activities (3.9) (5.8) (4.9) (7.0) (10.5) (8.8) (10.4) (15.6) (03.0) 
Increased Profits from Local Sates to FTZs (0.5) (3.4) (2.0) (0.9) (6.1) (3.5) (1.3) (8.9) (5.1) 

To Foreign Businessmen 
increased Profits from FTZ activities 3.9 5.8 4.9 7.0 10.5 8.8 10.4 15.5 13.0 

Total Ouantifiable Econ. Benefits 27.4 46.8 37.1 49.1 84.2 66.7 72.7 124.4 98.6 



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

Table J-3
 

Sumnary of Direct and Indirect Economic Benefits 

Scenario I Scenario II Scenario III
 

Avg. Agro- Camer Avg. Agro- Caner Avg. Agro- Camer 
EPZ Ind. FTZ EPZ Ind. FTZ EPZ Ind. FTZ 
---. .... ..... .--- .--- .-----
 .--- ---. ..... 

Direct Economic Benefits 
 23.4 19.4 21.4 42.1 35.0 38.6 62.3 51.8 
 57.1
 
Increased Tax Revenue from FTZ wages 
 (2.3) (1.2) (1.8) (4.2) (2.1) (3.2) (6.2) (3.1) (4.7)
FTZ Wage Bill (after tax) (13.3) (6.6) (10.0) (23.9) (11.9) (17.9) (35.3) (17.6) (26.5)
Increased Profits from FITZactivlles (3.9) (5.8) (4.9) (7.0) (10.5) (8.8) (10.4) (15.6) (13.0)
 
Increased Profits from FTZ activities (3.9) (5.8) 
 (4.9) (7.0) (10.5) (8.8) (10.4) (15.5) (13.0)
 

Indirect Economic Benefits 
 4.0 27.4 15.7 7.0 49.2 28.1 
 10.4 72.6 41.5
 
Increased Tax Revenue from FTZ Suppliers wages (0.5) (3.3) (1.9) (0.8) (5.9) (3.4) (1.2) (8.7) 
 (5.0)

Increased Tax Revenie from Tax on FTZ sulptiers' pro (0.3) (2.1) (1.2) (0.5) (3.8) (2.2) (0.8) (5.6) (3.2)
 
Local Suppliers of FTZ Wage Bill (after tax) 
 (2.7) (18.6) (10.7) (4.8) (33.4) (19.1) (7.1) (49.4) (28.3)

Increased Profits from Local Sates to FTZs (0.5) (3.4) (2.0) (0.9) (6.1) (3.5) (1.3) (8.9) (5.1)
 

Total Direct and Indirect Economic Benefits 27.4 46.8 37.1 49.1 84.2 
 66.7 72.7 124.4 98.6
 



AnnexK 



Annex K
 

Assumptions and Calculations Used in the Financial Analysis
 

This annex presents the assumptions and equations used in deriving
financial costs of the NOIFZ the net over the period 1990 to 1995 as preserLtd in ChapterVIII 
of this document. 
 The Scenarios used 
in the economic analysis are those
found in Table 6 of the main document. 

Over the medium-term, 
the NOIFZ will derive the bulk of its 
revenue from the
assessment of application and user fees. 
 However, during the initial start-up
period and up until a critical mass of enterprises are established under the Free
Zone Regime, the NOIFZ will experience sizeable revenue short-falls.
presented below show the 
The tables


likely revenue 
inflow from application and user fees
under each of the three scenarios. 
The total operating expenditures are assumed
to remain the same under all three scenarios and are derived from estimates made
by consultants involved in the design of the strategy and action plan used by
the Mission regarding 
the NOIFZ. Revenues from application and fees,
user
however, vary depending on the number of 
enterprises assumed to 
be operating
under 
the Regime. Moreover, revenues 
will be a function of the following

variables:
 

Variable 
 Description
 

Applicatlon Fees
 

a 
 Number of Industrial Free Zone developers in a given year
b 
 Number of Point Franc developers in a given year

c Application fee for developers
 

d 
 Number of Industrial Free Zone enterprises in a given year
e 
 Number of Point Franc enterprises in a given year

f Application fee for enterprises
 

g Cumulativt number of Industrial Free Zone enterprises
h 
 Cumulative number of Point Franc enterprises

i 
 Average size of a Free Zone enterprise (sq. ft.)

j Annual user fee ($ per sq. ft.)
 

The specific assumptions made regarding each of these variables under each of
the three scenarios are presented in Tables K-l(a), 
(b) and (c) below.
 

\Q
 



The Eauations
 

The equations used to calculate application fee and user fee 
revenues were very

straightforward and are noted below:
 

Application Fees
 

For free Zone Developers: (a + b) * c

For Free Zone Enterprises: (d + e) * 
 f
 

User Fees
 

For Free Zonr Enterprises: 
 (g + h) * i * j 

It should be noted theat application fees are on a one-time only basis, while userfees are annual &.sessments made on the total number of Free Zone enterprisesin existence. 
As noted in Chapter VIII, user fees are usually paid by Free Zone
developers who pass on the cost to Free Zone enterprises in the form of a persquare foot assessment added to the rental fee. Table K-2(a), (b) and (c)present the results of the these calculations for each of the three scenarios.
 



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

Table K-I(a)
 

Scenario 1: Low Case
 

NOIFZ: Assumptions Regarding Application Fees and User Fees
 

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


July 90
 

Dec 90 1991 1992 
 1993 1994 
 1995 
 1996
 

Number of New Free Zona Developers
 
In Industrial Free Zone Parks 
 1 1 0 0 
 1 0
In Point Francs 
 0 4 Z 2 
 2 2
 

Number of New Free Zone Enterprises 0 8 4 4 4 
 6
In Industrial Free Zone Parkz 
 0 4 2 2 2 4
In Point Francs 
 0 4 2 
 2 2 
 2
 

Number of Free Zone Enterprises 
 0 8 
 12 16 20 25
In Industrial 
Free Zone Parks 
 0 4 6 
 8 o 
 14
In Point Francs 
 0 4 
 6 8 10 12
 

Application Fees
 
For Developer 
 $500 $S00 $500 
 5500 5500 
 5500

For FTZ Enterprises 
 $100 $100 $100 $100 $100 
 $100
 

Annual User Fees
 
Per sq. foot fee 
 $0.00 $0.25 $0.25 
 $0.25 $0.25 
 50.25

Average size of enterprise (sq. ft.) 20.000 20.000 20.000 20.000 
 20.000 20.000
 



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

Table K-(b)
 

Scenarion 11: Medluin Case
 

NOIFZ: Assumptions Regarding Application Fees and User Fees
 

July 90
 
Dec 90 1991 1992 1993 
 1994 1995 1996
---------------------------.------------.-.---------------------.-.-----------------------------------

Number of New Free Zone Developers
 
In Industrial Free Zone Parks 
 1 0 0 0 
 0 0

In Point Francs 
 0 8 6 6 
 4 4
 

Number of New Free Zone Enterprises 
 0 12 
 8 10 10 10
In Industrial 
Free Zone Parks 
 0 4 2 4 
 6 6

In Point Francs 
 0 8 6 6 4 
 4
 

NiMber of Free Zone Enterprises 
 0 12 20 30 40 
 50
 
In Industrial Free Zone Parks 
 a 4 6 10 16 22

In Point Francs 
 0 8 14 20 24 28
 

Application Fees
 
For Developer 
 $1,500 $500 $500 
 $500 $500 $500
 
For FTZ Enterprises 
 $500 $100 $100 $100 
 $100 $100
 

Annual User Fees
 
Per sq. foot fee 
 $0.00 $0.25 $0.25 $0.25 $0.25 
 $0.25

Average size of enterprise (sq. ft.) 20.000 20.000 20.000 20.000 
 20.000 Z0,000
 



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

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

Table K*l(c)
 

Scenarion III: High Case
 

NOIFZ: Assumptions Regardinj Appltcation Fees and User Fees
 

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


July 90 

Dec 90 1991 1992 1993 1994 1995 1996 
- - ---- -- -- -- -------  ---  - - - ---------- ---- -- - - - - - - - - - - -

Number of New Free Zone Developers
 
In Industrial Free Zone Parks 
 2 0 0 
 0 1 0
In Point Francs 
 0 12 10 10 10 13
 

Number of New Free Zone Enterprises 
 0 16 14 is 
 15 20
In Industrial Free Zone Parks 
 0 4 4 5 5 
 7
In Point Francs 
 0 12 
 10 10 10 13
 

Ntmber of Free Zone Enterprises 
 0 16 30 45 
 60 80
In Industrial 
Free Zone Parks 
 0 4 8 13 18 25
In Point Francs 
 0 12 22 32 42 55
 

Application Fees
 
For Developer 
 $500 $500 $500 $500 $500 

For FTZ Enterprises $500
 

$100 $10o $100 $100 $100 
 $1co
 

Annual User Fees
 
Per sq. foot fee 
 $0.00 $0.25 $0.25 $0.25 $0.25 
 $0.25

Average size of enterprise (sq. ft.) 20.000 20.000 
 20,000 20.000. 20.000 20.000
 



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

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

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

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

Table K-2(a)
 

Scenario I: Low Case
 

NOIFZ: Total Revenue, Operating Expenditure and Net Surplus/Deficit
 

(U.S. Dollars)
 

July 90
 
ODc 90 1991 1992 1993 
 1994 1995 Total 199
 

Total Operating Expenditures: 165.162 455.170 352.533 387.200
338.297 368.397 2.066.758 406,56
 

Personnel Related Costs 
 39.752 252.890 265.535 22.738 296.875 311.719 1,449.510 327.30
 
Cadres 
 (31.802) (198.128) (208.034) (218.436) (229,353) (240,825) (1,126.582) (252.86

Support Staff 
 (7.950) (54.763) (57.501) (64.303) (67.518) (70.894) (322.9Z8) (74.43
 

Office Related Costs 125,410 2022.79 69.794
72.762 71.5Z2 75.481 617.248 79.25

Office Space (6.000) (39,900) (31.973) (33.571) (35.250) (37.012) (183.705) (38.86

Office Equipment (76.760) (42,539) (12.914) (7.224) (7.585) (7.964) 
 (154.985) (8.36

Office Furniture 0 (39.405) (1,856) (1.679) 0 (383) 
 (43.322) (40

Rolling Stock 
 0 (55,654) 0 0 
 0 0 (55.654)

Miscellaneous (42.650) 
(24.781) (26.020) (27.321) (28.687) (O.122) (179.581) (31.62i
 

Sources of Financing: 0 43.300
500 61.400 81.400 101.900 288,500 131,601
 

Application Fees 
 0 500 3.300 1.400 1.400 1.900 8.500 1,601

Developers 
 0 (500) (2.500) (1.000) (1.000) (1.500) (6,500) (1,00(

Enterprises 
 0 0 (800) (400) (400) (400) (2.000) (60C
 

Annual User Fees 
 0 0 40.000 60,000 80.000 100.000 280.000 130,00C
 

Additional Financing Required 165.162 
 454.670 294.997 291.133 285,300
286.997 1.778.Z58 274.96(
 



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

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

Table K-2(b)
 

Scenario 11 Pedu-
 Case
 

NOIFZ: 
 Total Revenue, Operating Expenditure and Net Surplus/Oeftcit
 

(U S Collars)
 

July 90
 
Oec 90 
 1991 1992 1993 1994 1995 
 Total 1996
 

Total Operating Expenditures; 155.162 455,170 
338.297 J52,533 368.397 
387.200 2.066.758 406.560
 

Personnel Related Costs 
 39.752 252.890 265.535 282.738 
 296.875 311.719 1.'49.510 327.305
 
Cadres 
 (

3
1.802)(198.128)(2O.034)(Z18.436)(2935)(Z
 .2s)(l.126.582) (252.867)


Support Staff 
4
 

(7.950) (54.763) (57,501) (64.303) (67.518) (70,894) (W22.928) (74.4J8)
 

Office Related Costs 
 125,410 202.279 72.76Z 69.794 
 1.SZZ 75,481 617.248 79,255

Office Space 
 (6.000) (39.900) (31.973) (33.571) (35.250) (37.01) (183.705) (38.863)

Office Equlprent 
 (76,760) (42.539) (12.914) 
 (7.224) (1,585) (7,964) (154,985) (8,362)

Office Furniture 
 0 (39.405) (1,856) (1,679) 
 0 (383) (43.322) (402)

Rolling Stock 
 0 (55,654) 0 0 0 L 
 (55,654) 0
 
Miscel.laneous 
 (42.50) (24,781) 
(26.020) (27.321) (28,6871 30.122) (179.581) (31.628)
 

Sources of Finanitrg: 
 0 1,500 65.200 103,800 1 4.000 203.000 527,500 63,000
 

Application Fees 
 0 1,500 5.200 3,800 4,000 
 3,000 17.500 3.000
 
Developers 
 0 (1.500) (4.000) (3.000) 
(3.000) (2.000) (13.500) (2.000)

Enterprises 
 0 0 (1.200) (800) (1.000) (1.000) (4,000) 
 (1.000)
 

Annual User Fees 
 0 0 60.000 100,000 150.000 200.000 510.000 250,000
 

Additional Financing Required 
 165,162 453.670 273.097 
248.733 
214.397 184.200 1.539,2W 153.5CO
 

(C'
 



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

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

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

Table K-Z(c)
 

Scenario III: High Case
 

NOIFZ: Total 
Revenue, Operating Expenditure and Net Surplus/Deficit
 

(U.S. Dollars)
 

..................................................................................................................
 

July 90 -


Dec 90 1991 1992 1993 1994 1995 
 Total 1996
 

Tota! Operating Expenditures: 165.162 455,170 338.297 352,533 368.397 387,200 
2.066.758 406.560
 

Personnel Related Costs 
 39.752 252.890 265.535 282.738 296.875 311.719 
1.449.510 327.305
 
Cares (31,802)(198.,2R)(208.034)(218.436)(


229 ,358 )(40,8ZS)(1.126.58 2 ) (252.867)
 
Support Staff 
 (7.950) (54.763) (57.501) (64.303) (67,518) (70.894) (322.928) (74,438)
 

Office Related Costs 1ZS.410 202.279 72.762 69,794 71.522 75.481 
 617.248 79.255
 
Office Space 
 (6.000) (39.900) (31.973) (33.571) (35.250) (37.012) (183.705) (38.863)
 
Office Equipment (76,760) (42.539) (12,914) 
 (7.224) (7.585) (7,964) (154.985) (8.362)
 
Office Furniture (39.405) (1,856) (1,679)
0 0 (383) (43.222) (402)
 
Rolling.Stock 
 0 (55,654) 0 0 0 
 0 (55,654) 0
 
iscellaneous 
 (42.650) (2478) (26.020) (27.321) (28.687) (30.122) (179.581) (31,628)
 

Sources of Financing: 0 
 1,000 87.600 156,400 231.500 307.000 783.500 408.500
 

Application Fees 
 0 1.000 7.600 
 6.400 6.500 7.000 28.500 8.500
 
Developers 0 (1.000) (6,000) (5,000) (5.000) (5.500) 
 (22.500) (6,500)
 
.Enterprses 
 0 0 (1,600) (1.400) (1.500) (1.500) (6,000) (2.000)
 

Annual User Fees 
 0 0 MOO00 150.000 225.000 300.000 755.000 
 400,000
 

Additional Financing Required 165.162 454.170 250.697 
 196.133 136,897 80.200 1,283,258 (1,940)
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A.I.D. Grant No. 631-7-604
 

A.I.D. Program No. 631-0074
 

2ro0ram Grant Agreement
 

Dated August 31, 1990
 

Between
 

The Republic of Cameroon (the "Grantet")
 

And
 
The United State of America, acting through the Agency for
International Development ("A.I.D.")
 

Together referred to as 
the "Parties."
 
Article 1: 
Definitionoc thePro~ram
 

SECTION I.!.. 
 TheProra:
 
The Policy Reform in the Export Processing Sector program (the "Program"),
further described in Annex T, which is attached this Program Grant Agreement (the

as
"Agreement") and made a part hereof, supports the Grantee's commitment to the

objective of increasing investment, employment and production and to 
expanding

markets in the export sector through the creation of privately-managed Industrial
Free Zones. 
The Industrial Free Zones benefit from the Free Zone Regime (the
"Free Zone Regime") which is applicable 
to any geographic area
Cameroon which by regulations in the Republic of
is designated as 
an "Industrial Free Zone."
 

The total resources to be provided by A.I.D. during the
are estimated to be Six Million One Hundred and Sixty Thousand United States
 
life of the Program


dollars ($6,160,000). A total of One Million Three Hundred Thousand United States

dollars 
($1,300,000) is granted to
this Agreement. the Grantee under the terms and conditions of
In addition, subject to availability of funds for this purpose
 
and the muzual agreement of the Parties to proceed, future funding increments not
 
to exceed One Million Eight Hundred Thousand United States dollars
will be granted to ($1.800,000)
the Grantee under the terms and conditions of Sections 3.3 and

3.4 of this Agreement. 
 Under the terms and conditions of a separate agreement
(Project Number 631-0082) an amount not to exceed Seven Hundred Thousand United

States dollars ($700,000) is granted to 
the Grantee and in addition, subject to
 
the availability of funds for that purpose and the mutual agreement of the Parties
to proceed, future incremental funding will be made available in an amount not to
 
exceed Two Million 
7hree Hundred Sixty Thousand United States dollars
($2,360,000).
 

SECTION 1.2. 
 Th LGran,:
 
The United States, pursuant to the Foreign Assistance Act of 1961, as
 

amended, agrees 
to grant to 
the Grantee under the 
terms of this Agreement One
Million Three Hundred Thousand United States ("U.S.") dollars
"Grant') to 
 ($1,300,000) (the
support the development and creation of privately-managed Industrial
Free Zones which operate efficiently and in strict adherence with the intent and
 



2
provizior.s 
o Crdinance No. 
90'001 of January 29. 
1990 to establish the Free Zone

Regime in Cameroon (the "Ordinance") and all'regulations which may be enacted in
furtherance thereof (the "Implementing Regulations").
Grant will be disbursed to It is planned that the
the Grantee upon satisfaction of the conditions
precedent 
to disbursement.
 

Article 2: 
TheSearateDollarAccout
 

SECTION 2.:.. 
 U-.iUa
 

Funds disbursed under the Grant shall be deposited in a separate dollar
account 
in a United States bank, which account shall be established by the
Beneficiary solely for such funds

shall not (the "Separate Dollar Account"), Such funds
be comingled with funds from any other source. 
The Grantee may expend
funds from the Separate Dollar Account for the following purposes, 
in order of
preference:
 

(a) Importation of goods from the United States;
 
(b) Importation of goods from other countries included in A.I.D.
Geographic Code 935, and in conformity with the policies of the Grantee;
(c) payment of debts owed by the Grantee 
to the United States (other than


payment of principal or interest on loans or credits which originally
financed military imports or other military requirements), provided payment
of such debts is consistent with the agreed rescheduling arrangements where
applicable;
 

(d) payment of a debt owed by the Grantee to a multilateral bank or to the
International Monetary Fund; 
or
 

(e) such other uses as 
the Parties may agree to 
in writing.
 
SECTION 2.2. 
 Interest on the Searate
DollarAccut.,
 
It is the understanding of the Parties that funds disbursed under the Grant


will, to 
the extent possible, be held by the Grantee in an interest-bearing
account pending actual utilization of such funds by the Grantee. 
All interest
earned by the Grantee on such account shall be used only for those purposes
permitted under Section 2.1.
 

SECTION 2.3 
 Notificatio of Proo 
 Use..
 
At least five days prior to each actual use of funds from the Separate Dollar


Account, the Grantee shall notify A.I.D. in writing of the proposed use of such
funds.
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Article 3: 
 Cond'tions Precedent 
o Disbursement of Dollars
 

SECTION 3.1 
 First Dsbursement of Dollars.
 
Prior to 
the first disbursement of $1,300,000 dollars under the Grant, or to
 

the issuance by A.I.D. of documentation pursuant
made, the Grantee will, except as 
to which disbursement will be


furnish to A.I.D., 
the Parties may otherwise agree in writing,
in form and substance satisfactory to A.I.D., 
all of the
following:
 

(a) An opinion of legal counsel that this Agreement has been duly authorized
and executed on behalf of the Grantee and that it constitutes a valid, legally
binding obligation of the Grantee in accordance with all of its terms;
 
(b) An opinion of legal counsel that the National Office for Industrial Free
 

Zones (the "NOIFZ"), established pursuant to Chapter II, Section I, Article 4 of

the Ordinance is duly authorized and empowerer
regulations of the Republic of Cameroon to 

pursuant to the 
laws and
 
exercise all of the powers and
responsibilities delegated to 
it pursuant to 
the Ordinance.
 

(c) A statement of the names 
and titles of the persons who will act as

representatives of the Grantee under Section 8.2 of this Agreement, together with
a specimen signature of each person named in such statement;
 

(d) A statement designating the U.S. bank and specifying the account number
of the Separate Dollar Account into which disbursements of U.S. dollars are 
to be
made;
 

(e) A statement confirming that the Special Local Curretncy Accountto be established pursuant to Section 5.1 of this Agreement has been opened in a
 
required


bank in Cameroon 
 in the name of the Government of thespecifying the number of the account; 
Republic of Cameroon and 

(f) Written procedures describing the mcchanism by which local currency will
 
be released from the Special Local Currency Account and the procedures which will

assure 
that funds from the Special Local Currency Account are used for purposes
agreed upon with A.I.D.;
 

(g) An official copy of the ministerial order (arrett 
 containing the

implementing regulations for the Ordinance which specifically address the
following areas:
 

(i) the procedure for obtaining the certificate of compliance, the
developer permit and the operator permit;
 

(ii) the responsibilities and procedures regar'ing thepublic service which provides all services required from state-ownedentities by developers, operators and enterprises of Industrial Free
Zones (the "Industrial Free Zone Administrative Service");
 
(iii) Industrial Free Zone on-site customs procedures;
 

\(V.
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(iv) 	the 
holding of foreign exchange, foreign exchange-denominated

bank accounts and the 
transfer 	of funds accrued or 
invested 	by
Industrial Free Zone 
enterprises;
 

(v) the negotiation of contracts between Industrial Free Zone employers
and employees and the hiring, firing and establishment of minimum wages
for Industrial Free Zone employees;
 

(vi) the 	private provision of electricity, water and international
telecommunication services;

(vii) preferential user rates regarding the provision of utilities and
 

public services to 
Industrial Free Zone enterprises; and
 

(viii) dispute settlements between the NOIFZ and:
 

Industrial Free Zone developers,

Industrial Free Zone operators,
 
Industrial Free Zone enterprises,

the Industrial Free Zone Administrative Service.
 

SECTION 3.2 
 Incremental Funding Subseuentto the FirstDisbursement 2f
 

Incremental funding subsequent to
subject to 	
the first disbursement of dollars is
the availability of funds 
to A.I.D. for this purpose and to the mutual
agreement of the Parties at the time of subsequent increments, to proceed. Amounts
to be provided are approximate and subject to 
the requirements of the Program at
the time they are provided.
 

SECTION 3.3. 
 Second Disbursement of Dollars.
 

Prior to the second disbursement of $1,000,000 dollars under the Program
grant, or to the issuance by A.I.D. of documentation pursuant to which
disbursement will be made, the Grantee will, except as the Parties may otherwise
agree in writing, furnish to A.I.D., 
in form and substance satisfactory to A.I.D.,
evidence of all of the following:
 

(a) The Grantee has not discontinued, reversed or otherwise impeded any
action it has taken in satisfaction of any of the conditions precedent to the
first disbursement of dollars under the Grant;
 

(b) An opinion of legal counsel that the Investment Promotion Center (the
,'") has been duly organized and is duly authorized and empowered pursuant to
the laws and regulations of the Republic of Cameroon to exercise all of the powers
and responsibilities which may be delegated to it pursuant to the laws of the
Republic 	of Cameroon which authorized its creat'on;
 

(c) Copies of official records of the Government of Cameroon and the NOIFZ,
indicating that:
 



) the designation of Industrial Free Zones has been regularly effected
by action of the Minister in charge of industrial development within
thirty (30) days of receipt of a complete application for such
designation; 
or by automatic approval as 
provided in Chapter III,Article 6(b) of the Ordinance when the Minister in charge ofindustrial development has 
failed to 
take any action within thirty (30)
dayis ,! receipt of a complete application for such designation;
 
(ii) :i-.strial Free Zone on-site customs inspections 
are operating in
comvlTin: e with all of the provisions of the Ordinance and theImp ,hwenting Regulations; 

(iii) 
the operation of the Industrial Free Zone Administrative Service
is in compliance with all of the provisions of the Ordinance and the
Implementing Regulations;
 

(iv) Industrial 
Free Zone labor procedures are 
in compliance with all of
the provisions of the Ordinance and the Implementing Regulations;

(d) A detailed customs manual applicable to enterprises benefiting from the
 

Free Zone Regime which fully complies with all of the provisions of the Ordinance
and the Implementing Regulations; and
 
(e) The annual review meeting described in Section 6
has been held .
 4 (g) of this Agreement
as provided in such Section and a plan of action addressing the
 

issues raised during such meeting havc been agreed upon by the Grantee and A.I.D.
 
SECTION 3.4. 
 Third Disbursement of Dollars.
 
Prior to 
the third disbursement of $800,000 dollars under the Frogram grant,
 

or to 
the issuance by A.I.D. of documentation pursuant to which disbursement will
 
be made, the Grantee will, except as
furnish to A.I.D., the Parties may otherwise agree in writing,
in form and substance satisfactory to A.I.D., 
evidence of all
of the following:
 

(a) the Grantee has not discontinued, reversed or otherwise impeded any
 
action it has taken in satisfaction of anyfirst of the conditionsor the second precedent todisbursement of dollars under the Program grant. 

the 

(b) the NOIFZ continues to

paragraphs (c), 

function as described or agreed to pursuant to
(d) and (e) of Section 3.3 of this Agreement.
 
(c) the annual review meeting described in Section 6
has been held as .4 (g) of this Agreement
provided in such Section and a plan of action addressing the
 

issues raised during such meeting have been agreed upon by the Grantee and A.I.D.
 

SECTION 3.5: oic _o.
 
When A.I.D. has determined that the above conditions have been met, it will
promptly notify the Grantee.
 



6
 
SECTION 3.6: 
Tejal 
Datefor Conditinns Precedent.
 
If all of the conditions precedent specified in Section 3.1 of this Agreement


later date as 


have not been met within ninety (90) days from the date of this Agreement, or such
A.I.D. may specify in writing, then A.I.D.,
terminate this Agreement by written notice to 
at its option, may


the Grantee.
 

Article 4: 2jsbursementofthe-Grant
 

SECTION 4,1. Disbursementof theGrant.
 
After satisfaction of the conditions precedent, the Grantee may request
A.I.D. to disburse funds under the Grant.
documentation submitted by the Grantee. A.I.D. will promptly deposit the funds
 

After review and approval of the
 
into the Separate Dollar Account designated by the Grantee.
 

SECTION 4.2 
 DateofDisusement
 

Disbursement of funds by A.I.D. will be deemed to occur on the date A.I.D.
deposits the funds in accordance with Section 4.1.
 

Article 5: 
TheSpecialLocalCurrency Account
 
SECTION 5.1. 
 LCu 


n cout.
 

(a) The Grantee shall establish a special local currency account (the

"Special Local Currency Account") in a bank mutually acceptable to 
the Grantee and
 
A.I.D. and shall deposit therein, within forty-five (45) days of the receipt of

each dollar disbursement to the Separate Dollar Account made under the Grant,

currency of the Grantee in amounts equal to such dollar disbursement. 
Funds in
the Special Local Currency Account shall be used for:
 

(i) budgetary support for the NOIFZ;
 

(ii) budgetary support for the IPC; and
 
(iii) such other purposes in support of the objectives of the Program
as may be mutually agreed upon by A.I.D. and the Grantee.
 

(b) Funds in the Special Local Currency Account shall not be commingled with

funds from any other source. All interest earned on the Special Local Currency
Account shall be used for the same purposes as the principal.
 

(c) All funds existing in the Special Local Currency Account immediately
preceding a particular disbursement therefrom are eligible for use provided that
 
all conditions precedent for such use as provided in Section 5.2 and, as 
the case

may be, Sections 5.3, 5.4 or 5.5, of this Agreement have been determined by A.I.D.
to have been satisfied.
 



(d) Any unencumberea balances of funds remaining in the Special Local
Currency Account after the termination of this Agreement for any
disposed of for purposes agreed to 
 reason shall be
by A.I.D. and the Grantee.
 
SECTION 5.2" 
 Gen 
 Condtions
Arecedent 
 to Re ese
the Specia ocal Currency from
oca 
Cuenc Account.o 


o 
 rn
(a) Prior to o
each release of local currency funds from the Special Local

Currency Account, 
a written agreement, in form and substance satisfactory to
 
A.I.D. shall have been signed by A.I.D., 
the
funds 
 Grantee and any recipients of the
to be disbursed pursuant to each release thereof which sets forth
 

(i) a plan for the 
use of such funds;
 
(ii) 
the specific conditions precedent for release of such local
currency funds as 
specified in Sections 5.3,

applicable, of this Agreement; 

5.4 or 5.5, whichever is
 
and
 

(iii) 
a description of the financial mechanisms and the
conditions by which such funds will be made available for such planned
 

terms and
 

use.
 

(b) The wriiten agreement described in this Section 5.2 will be signed by
 
A.I.D. only after A.I.D. is satisfied that the conditions precedent for release of
specified in Sections 5.3, 


funds from the Special Local Currency Account during a particul&r time period, as
have been fulfilled. 
5.4 or 5.5 of this Agreement, whichever is applicable,
A sample form of such agreement is attached hereto as 
Annex
II.
 

SECTION 5.3: 
ConditionsPrcdent to
Re 

eS 
 •iaLoca
 

(a) 
Prior to disbursements of local currency from the Special Local Currency

Account between October 1, 1990 and December 31, 1991 (the
purposes of budgetary support "First Term")
to the NOIFZ, except as 

for
 
the Parties may otherwise


agree in writing, A.I.D. shall reqt'ire the provision of all of the following in
form and substance satisfactory to A.I.o.:
 

(i) An official, notarized copy of the corporate charter of 
 the NOIFZ;
 
(ii) An opinion of legal counsel that the NOIFZ has been 
duly organized
and is in good standing as a non-profit, private entity.

(iii) 
The identity of the general manager of the NOIFZ;
 
(iv) The identity of the accountant of the NOIFZ; and
 
(v) Evidence that the NOIFZ has established accounting procedures in
accordance with generally accepted accounting principles and practices
consistently applied;
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Kb) 
Prior to disbursements of local currency from the Special Local
Currency Account during the First Term for purposes of budgetary support to
IPC, except as 	 the
the Parties may otherwise agree in writing, A.I.D. shall require
the provision of all of the following in form and substance satisfactory to
A. I.D.
 

(i) An official, notarized copy of the corporate charter of IPC;
 
(ii) An opinion of legal counsel that the IPC has been duly organized

and is in good standing as a non-profit, private entity.
 
(iii) 	Evidence that 
a Board of Directors for the IPC consisting of
representatives from both the public and the private sectors, but with a
majority of private 	sector representatives, has been duly selected.
Such evidence shall 	also include 
a list of the name 
 of the members of
the Board of Directors;
 

(iv) The identity of the general manager of the IPC;
 

(v) The identity of 	the accountant of the IPC;
 
(vi) Evidence that the IPC has established accounting procedures in
accordance with generaily accepted accounting principles and practices
consisr.ntly applied; 
and
 

(vii) An agreement in writing between A.I.D. and the Board of Directors
of the IPC or its representative regarding an action plan which the IPC
will put i.to effect before any disbursements from the Special Local
Currency Account are made during the Second Term (as hereinafter
 
defined).
 

(c) Prior to disbursements of local currency from the Special Local
Currency Account during the First Term for purposes in support of the
objectives of the Program other than budgetary support to 
the NOIFZ or the IPC,
A.I.D. shall require that a written agreemant must be reached between the Grantee
and A.I.D. specifying such other purposes for local currency utilization.
 

SECTION 5.4: ns 
 aseo 
 undsfrom heSecialLoca
C.urrenc Accun: tDurnthe,
Second.Ter..
 

(a) Prior to disbursements of local currency from the Special Local Currency
Account between January 1, 1992 and December 31, 
1992 (the "Second Term") for
purposes of budgetary support to 
the NOIFZ, except as 
the Parties may otherwise
agree in writing, A.I.D. shall require the provision of all of the following in
form and substance satisfactory to A.I.D.:
 

(i) An official document indicating that the NOIFZ is registered as an
entity duly constituted and existing under the laws of the Republic of
Cameroon;
 

(ii) An opinion of counsel that the NOIFZ is in good standing as a nonprofit, private entity;
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(iii) 
Official copies of documentation from the NOIFZ indicating that
the NOIFZ has carried out, in full compliance with the Ordinance and the
Implamenting Regulations, all of the following:
 

-
by action of its Board of Directors, adopted internal rules and
procedures and disseminated information related thereto regarding:
 

. Industrial Free Zone developers,

" Industrial Free Zone operators,
 
- Industrial Free Zone enterprises,
 
- the Industrial Free Zone Administrative Service and
. the prc'-ision of the developer permits, the operator permits
and the certificates of compliance;
 

-
established single application forms for requests for the
developers permit, the operators permit and the certificate of
compliance;
 

- implemented a system which processes requests for developer
permits, operators permit and certificates of compliania and issues
a decision regarding such requests within the time period specified
in the Ordinance and its Implementing Regulations;
 
-
established dispute settlement mechanisms regarding controversies
involving the NOIFZ and applicants for the Free Zone Regime;
 
-
established dispute settlement mechanisms regarding controversies
involving rhe NOIFZ and the beneficiaries of the Free Zone Regime
and between the NOIFZ and the Administrative Service;
 

- established levels of fines regarding infractions involving
Industrial Free Zone developers, operators and enterprises.
 

(iv) Evidence of:
 

- the identification by the NOIFZ of sources of financing

other than A.I.D. and
 
- the development by the NOIFZ of a medium-term financial plan for
its next budgetary year; and
 

(v) Evidence that the local currency disbursed to the NOIFZ from the
Special Local Currency Account during the First Term was used for the
purposes agreed upon by the Grantee and A.I.D.
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*b) Prior 
to disbursements of local currency from the Special Local
Currency Account during the Second Term for purposes of budgetary support to


IPC, except as the
the parties may otherwise agree in writing, A.I.D. shall require
the provision of all of 
the following in form and substance satisfactory to
A.I.D.:
 

(i) An official document indicating that the IPC is registered as 
an
entity duly constituted.
 

(ii) An opinion of legal counsel that the IPC is in good standing as a
non-profit, private entity;
 

(iii) 
An official copy of the by-laws and other internal rules and
regulations of the 
IPC;
 

(iv) Evidence that the 
IPC is functioning according to
agreed upon pursuant to Section 5.3 
the action plan
(b)(vii) of this Agreement; 
and
 

(v) Evidence that the local currency disbursed to 
the IPC from the
Special Local Currency Account during the First Term was used for the
purposes agreed upon by the Grantee and A.I.D.
 
(c) Prior to disbursaments of local currency from the Special Local


Currency Account during the Second Term for purposes in support of the objectives
of the Program other than for budgetary support to 
the NOIFZ or the IPC, A.I.D.

shall require the provision of the following in form and substance satisfactory to
A.I.D.:
 

(i) 
a written agreement between the Grantee and A.I.D. specifying such
ocher purposes for local currency utilization; 
and
 
(ii) evidence that the local currency disbursed from the Special Local
Currency Account during the First Term for purposes other than budgetary
support for the NOIFZ or the IPC was used for the purposes agreed upon
by the Grantee and A.I.D.
 

SECTION 
 5.5: ConditionsPrecedent-toR oeCurrencyA SpecialLocS 
 e 
 heSeondTem.
 
(a) Prior to disbursements of local currency from the Special Local Currency


Account between January 1, 1993 and December 31, 
1993 (the "Third Term"),
January 1, 1994 and December 31, 1994 (the "Fourth Term") and January 1, 1995 and
 
between December 31, 1995 


between
 
(the "Fifth Term")
the NOIFZ, except as for purposes of budgetary support to
the Parties may otherwise agree in writing, A.I.D. shall
require the provision of all of the following in form and substance satisfactory
to A.I.D.:
 

(i) An official document indicating that the NOIFZ is registered as 
an
entity duly constituted.
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(ii) An opinion of legal counsel that the
a non-profit, private entity. 

NOIFZ is in good standing as
 

(iii) 
Evidence that the NOIFZ continues to
with the Ordinance and the 
function in full compliance
 

limited to, 
Implementing Regulations, including, but not
evidence of the continuing regular functioning of:
 

3
. the 
 0-day procedure for obtaining the certificate of compliance,
the developers permit and the operators permit;
 
- provisions of public services by the Industrial Free Zone
Administrative Service; and
 
- dispute settlement mechanisms regarding controversies involving
the NOIFZ and applicants for the Free Zone Regime.
 
- dispute settlement mechanisms regarding controversies involving
the NOIFZ and the beneficiaries of the Free Zone Regime and between
the NOIFZ and the Administrative Service.
 

(iv) Evidence of:
 

- the identification by the NOIFZ of sources of financingother than A.I.D. and
 
- the development by the NOIFZ of a medium-term financial plan for
its next budgetary year; 
and
 

(v) Evidence that the local currency disbursed to the NOIFZ from the

Special Local Currency Account during the immediately preceding Term was
 
used for the purposes agreed upon by the Grantee and A.I.D. for such
Term.
 

(b) Prior to disbursements of local currency from the Special Local

Currency Account during the Third, Fourth or Fifth Terms for purposes in support
 
of the objectives of the Program other than budgetary support to the NOIFZ, A.I.D.
 
shall require the provision of the following in form and substance satisfactory to
A.I.D.:
 

(i) 
a written agreement between the Grantee and A.I.D. specifying such
 
other purposes for local currency utilization during the applicable
Term; and
 

(ii) evidence that the local currency disbursed from the Special Local

Currency Account during the immediately preceding Term for purposes
other than budgetary support to the NOIFZ or the IPC was
other purposes as used for such
agreed upon by the Grantee and A.I.D. for such
immediately preceding Term.
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SECTION 5.6: 
iooksandRecords.
 
The Grantee shall maintain and cause recipients of funds from the Special


Local Currency Account to maintain, in accordance with generally accepted
accounting principles and practices consistently applied, books and records

relating to 
the Special Local Currency Account.
such recipients to The Grantee shall grant or cause
grant to A.I.D. or
right to to any of its authorized representatives the
inspect such books and records at all times as
require. 
 A.I.D. may reasonably
Such books and records shall be maintained for three years after the
 
date of the last disbursement of local currency in connection with the Grant.
 

SECTION 5.7: Refunds.
 
In the case of any release of funds under the Special Local Currency Account
 

which is not supported by valid documentation in accordance with this Agreement,
or which is not made or used in accordance with this Agreement, or for which

specific conditions precedent to such release have been reversed, discontinued or
 
otherwise impeded, A.I.D., notwithstanding the availability
other remedies under this Agreement, may require the Grantee 

or exercise of any
of such funds to 
 to refund the amount
the Special Local Currency Account within ninety (90) days after
receipt of a request 
therefor.
 

SECTION 5.8: Rate of 
E
 

Except as 
the Parties may otherwise agree in writing, for purposes of

determining the amount of local currency which is equivalent to disbursements
under the Grant, the Grantee shall use the highest rate of exchange which, on the
 
date the disbursement is made, is not unlawful in the Republic of Cameroon, and in
Disbursing Agent, or 


no event may this rate be less than the published rate of the U.S. Government's

for the Franc Zone. 

the U.S. Treasury, through its authorized Disbursing Officer
 means 

As used in the preceding sentence, "highest rate of exchange"
the rate of exchange which yields the greatest number of units of local
currency per U.S. dollar.
 

Article 6:
 

SECTION 6.1: Com leteness of
Information.
 

The Grantee confirms:
 
(a) That the facts and circwmstances of which it has informed A.I.D., 
or
 

caused A.I.D. to be informed, in the course of reaching agreement with A.I.D. on
 
this Grant, are accurate and complete, and include all facts and circumstances
that might materially affect this Grant and the discharge of responsibilities
under this Agreement; and
 

circumstances that might materially affect, or that it is reasonable to believe
 

(b) That it will inform A.I.D. in timely fashion of any subsequent facts and
might so affect, the Grant or the discharge of responsibilities under this
Agreement.
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SECTION 6.2: 
 Books and Records.
 

The Grantee will maintain financial records, 
in accordance with generally
accepted accounting principlLs and practices consistently applied, to assure
compliance with this Agreement. 
 Such records shall be maintained for at 
least
three years after the date of last utilization by the Grantee of funds from the

Separate Dollar Account and shall be made available upon request for examination
at any reasonable time by authorized representatives of AI.D. 
Financial records
shall be suitable, at a minimum, to document the withdrawal and disposition of
funds from the Separate Dollar Account for acceptable purposes.
 

SECTION 6.3: 
 Report2.
 

(a) Unless A.I.D. agrees otherwise ia writing, the Grantee will furnish to

A.I.D., 
in form and substance satisfactory to A.I.D., quarterly reports on the

uses 
of funds from the Separate Dollar Account. 
The first report will be due

three months after the initial disbursement under the Grant and subsequent reports
shall be 
furnished to A.I.D. at ensuing three-month intervals until
has satisfactorily reported on the uses of all funds in the Separate Dollar
 

the Grantee
 
Account. 

to 

In the report, the Grantee shall certify that books and records relating
the use of the funds in the Separate Dollar Account are being maintained or
 
caused to be maintained, in accordance with Section 6.2 of this Agreement. 
Within
sixty (60) days of receiving each report, A.I.D. will advise the Grantee whether
or not the reported uses of the Separate Dollar Account are unacceptable. 
Within

thirty (30) days of being notified by A.I.D. that a reported use of the Separate
Dollar Account is unacceptable, the Grantee shall redeposit in the Separate Dollar
Account an amount equal to any funds applied to 
the unacceptable use.
 

relating to 

(b) The Grantee will furnish to A.I.D. such other reports and information
the Grant, the Separate Dollar Account, 'the Special Local Currency
Account and the performance of the Grantee's obligations under this Agreement as
A.I.D. may reasonably request.
 

SECTION 6.4: Special Covenants
 
(a) The Grant will be free from any taxation or fees imposed or to be imposed
under the laws in effect in the Republic of Cameroon.
 
(b) The Grant will not be used to 
finance military, paramilitary or police
requirements of any kind, including training or the procurement of commodities or
 

services to be used by the military or police, or to pay principal or 
interest on
loans to the military or police.
 
(c) During the life of the Program the Government of the Republic of Cameroon
shall consult with A.I.D. on an ongoing basis for the specific purpose of
implementing the reforms proposed to be achieved pursuant to the Program as
provided for and evidenced by this Agreement.
 
(d) During the life of the Program the Government of the Republic of
Cameroon:
 

(i) shall not interfere with the internal affairs of the NOIFZ;.and
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(ii) shall comply in all respects with all of the provisions of the
Ordinance and the Implementing Regulations.
 
(e) During the 
life of the Program the Government of the Republic of Cameroon
agrees that:
 

(i) it shall not permit or cause 
funds to be released from the Special
Local Currency Account unless the written agreement provided for in
Section 5.2 of this Agreement relating to a particular disbursement of
funds from the Special Local Currency Account has been signed by A.I.D.
the Grantee and any and all recipients of the Special Local Currency
Account funds released pursuant to such disbursement: 
and
 
(ii) any funds disbursed from the Special Local Currency Account will be
used only for the purposes specified in such written agreement.
 

(f) If, within ten (10) days of the fulfillment to A.I.D.'s satisfaction of
the conditions precedent to disbursement of Special Local Curzency Account funds
referred to 
in Section 5.2(a)(ii) of this Agreement the Government of the Republic
of Cameroon fails to sign the written agreement with A.I.D. and the recipients of
funds disbursed from the Special Local Currency Account (as provided in Section
5.2 of this Agreement), then the Government of the Republic of Cameroon shall,
within 10 days of its 
failure to sign, refund to 
the Special Dollar Account the
amount of the last disbursement of dollars made by A.I.D. into the Special Dollar
Account and any interest accrued thereon.
 
(g) Beginning on September 30, 
1991 and continuing annually thereafter during
the life of the Program (including the Third, Fourth and Fifth Terms as
Section 5.5 herein), the Government of the Republic of Cameroon as 

defined in
 
represented by
the Ministry in charge of industrial development agrees to meet with A.I.D., 
the
NOIFZ, the Industrial Free Zone Administrative Service, and, up until the end of
the Second Term, with the IPC, for the purpose of assessing the functioning of the
NOIFZ, the IPC and the operation of the Free Zone Regime generally and for
determining subsequent disbursements of local currency from the Special Local
Currency Account.
 

(h) The Government of the Republ.ic of Cameroon shall, during the life of the
Program, maintain in full force and effect the policy reforms implemented in
compliance with the Ordinance and the Implementing Regulations and all of the
conditions precedent to any disbursement of dollars to 
the Separate Dollar

Account.
 

(i)The Government of the Republic of Cameroon shall provide a copy of this
Agreement to the 
 NOIFZ and the IPC.
 

http:Republ.ic
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Article 7: 
Termination.Remedies.
 

SECTION 7.1: 
 Termination
 

This Agreement may be 
terminated by mutual agreement of
tzme. 
 the Parties at any
 
Either Party may terminate this Agreement by giving the other Party thirty


(30) 
days' written notice. 
 Subject 
to the provisions of Section 5.1(d) of this
Agreement, termination of this t,6reement will terminate any obligations of the
Parties with respect to 

affect obligations of the 

funds not yet disbursed under the Grant but shall not
Parties with respect 
to funds already disbursed at
time of such termination. the
 

SECTION 7.2: 
 Suspension.
 

If at any time:
 

(a) The Grantee shall fail 
to comply with any provision of this Agreement: 
or
 
(b) Any representation 
or warranty made by or on behalf of the Grantee with


respect to obtaining this Grant or 
made or required to be made under this
Agreement is incorrect in any material respect; 
or
 
(c) An event occurs that A.I.D. determines 
to be an extraordinary situation
that makes it improbable either that the purposes of this Grant will be attained
or that the Grantee will be able to perform its obligations under this Agreement;
or
 

(d) Any disbursement by A.I.D. would be in vlolation of the legislation
governing A.I.D.; 
or
 
(e) A default shall have occurred under any other agreement between the
Grantee or any of its agencies and A.I.D. or any of its agencies;
 

then A.I.D. may suspend or cancel this Agreement.
 

SECTION 7.3: 
Cancellation
by A.I.D.
 

If, within sixty (60) days from the date of any suspension pursuant to
Section 7.2 of this Agreement, the cause or causes 
thereof have not been
corrected, then A1I.D. may cancel any part of this Grant that is not then
disbursed or irrevocably committed to 
third parties.
 

SECTION 7.4: 
 Nonwaiver of Remedies.
 

No delay in exercising or omitting to exercise, any right, power, or remedy

accrui.g to A.I.D. under this Agreement will be construed as a waiver of such
rights, powers, or remedies.
 

x1(9 
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Article 8: Miscellaneous
 

SECTION 8.1: 
 Imolementation Letters
 
From time to 


implementation letters describing the procedures applicable to 


time, both Parties will issue for their information and guidance

of tht Agreement. 
 Except as the implementation
permitted by particular provisions of this Agreement,

implementation letters will noc be used to 
amend or modify the text 
of this
Agreement.
 

SECTION 8.2: 
 Reoresentatives.
 

For all purposes relevant to 
this Agreement, the Grantee will be represented

by the individual holding or acting in the office of Minister of Plan and A.I.D.
 
will be represented by the individual holding or acting in the office of Mission
Director, USAID/Cameroon, each of whom, by written notice, may designate

additional representatives. 
 The names of the representatives of the Grantee, with

specimen signatures, will be provided to A.I.D., 
which may accept as duly

authorized any instrument signed by such representatives in implementation of this

Agreement, until receipt of written notice of revocation of their authority.
 

SECTION 8.3: 
 Commnications
 

Any notice, request, document or other communication submitted by either

Party '.o the other under this Agreement will be in writing or by telegram, cable
 
or telefax, and will be deemed duly given or 
sent when delivered to such Party at
the following address:
 

Mail Address
 

Minister of Plan and Regional Development

Yaounde, Cameroon
 

Mail AddrZ=
 

Director
 
USAID
 
B.P. 817
 
Yaounde, Cameroon
 

All such communications will be in English or French.
substituted for the above upon giving of notice. 
Other addresses may be
 

SECTION 8.4: Infmation.
 

the Grant as 

The Government of the Republic of Cameroon will give appropriate publicity to
 

a program or assistance to which the Government of the United States
of America has contributed.
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SECTION 8.5: 
Lanuae 
of Aeemenr.
 

This Agreement is prepared in both English and French.
ambiguity or 
conflict between the 
 In the event of
two versions, the English-language 
version will
control.
 

IN WITNESS WHEREOF, the Government of the Republic of Cameroon and the United
 
States of America, each acting through its duly authorized representative, have
 
caused this Agreement to be signed in their names 
and delivered as 
of the day and
year first above written
 

THE UNITED STATES OF AMERICA 

REPUBLIQUE DU CAMF.ROUN
 

By: 

Name: Jay . Johnson 
Par: 

Nom: Mme TANKEU Elisabeth 
Title: MissionDiretor 

Titre: Ministre du Plan et de 

l'Amenazemenc du Terrtoire 





A.I.D. Grant No. 631-T-604
 
A.I.D. Project No. 
 631-0082
 

PROJECT GRANT AGREEMENT
 

Between
 

The Republic of Cameroon
 
("Cooperating Country")
 

and
 

The United States of America
acting through the Agency for
 
International Development
 

("A.I.D.")
 

Article 1: The Project.
 

The above-named parties (the "Parties") hereby mutually agree to carry out
 
the project (the "Project") described in this Project Grant Agreement (the
"Agreement") in accordance with (a) the terms of this Agreement, including any
the 

annexes attached hereto and (b) any general agreimenc between the governments of


two Parties regarding economic or technical cooperation. The Project is made
available to 
finance technical assistance and training in support of the Policy
Reform in the Export Processing Sector Program (631-T-604/631-0074) 
(the
"Program").
 

Article 2: 
Incremental
Natureof Proect Fundin.
 

SECTION 2.1
 

A.I.D.'s contribution to the Project will be provided in increments, the
initial increment being made available in accordance with Section 4.1 of this
Agreement. 
Subsequent increments will be subject to availability of funds for
this purpose and to 
the mutual agreement of the Parties, at the time of a
subsequent increment, to proceed. 
It is anticipated that, subject to the above,
A.I.D.'s total contribution to the Project will be Three Million Sixty-Thousand
("U.S.") United States dollars ($3,060,000).
 

SECTION 2.2
 

Within the Project Assistance Completion Date stated in Section 4.2 of this

Agreement, A.I.D., based upon consultation with the Cooperating Country, may
specify in Implementation Letters appropriate time periods for the utilization of
funds granted by A.I.D. under an individual increment of assistance.
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Article 3:'Tntr"butio 
 o the Po'ect by the 
oo eratin Cout.
 
The Cooperating Country shall contribute land and office space to 


Project, which has an approximate value of One Million Six Hundred and Sixty-One
 
the
 

Thousand United States dollars ($1,661,000).
 

Article 4: 
 and.n
 

SECTION 4.1 
 heGan.
 
To assist the Cooperating Country to meet the costs of carrying out the
 

Project, A.I.D., pursuant to
agrees to grant to 
the Foreign Assistance Act of 1961, as
the Cooperating Country under the terms of this Agreement and
 

amended,
to the appropriations heading "Sub-Saharan Africa", of the Foreign Operations,

.xport Financing and Related Programs Appropriations Act of 1990, an amount not to
 
2xceed Seven Hundred Thousand United States dollars ($700,000).
 

SECTION 4.2. 
 ProjecAssistanceComleionDa 
.
 
(a) The Project Assistance Completion Date (the "PACD"), which is December
 

31, 1995, or such other date 
as A.I.D. may agree to in writing, is the date by
 
which the Parties estimate that all services financed under the Program will have
been performed.
 

(b) Except as 
A.I.D. may otherwise agree in writing, A.I.D. will not issue
 
or approve documentation which would authorize disbursement of the grant funds for
services performed subsequent to 
the PACD.
 

Article 5: 
 SpecialProvsons
 

SECTION 5.1. Representatives
 

by the individual holding or acting in the Office of the Minister of Plan and
 

For all purposes relevant to this Agreement, the Grantee will be represented
A.I.D. will be represented by the individual holding or acting in the Office of
 
the Mission Director, each of whom, by written notice, may designate additional
representatives for all purposes other than exercising the power to revise
elements of this Amplified Project Description.
 

The names of the representatives of the Grantee, with specimen signatures,
 
will be provided to A.I.D., which may accept as duly authorized any instrument

signed by such representatives in implementation of this Agreement until receipt
of written notice of revocation of their authority.
 

SECTION 5.2. 
 Condition 
 D 
 o nitia isbursement
 
Prior to the initial disbursement under this Grant, or to 


A.I.D. of documentation pursuant to which disbursement will be made, the Grantee
 
the issuance by
shall, except as A.I.D. may otherwise agree in writing, furnish to A.I.D., 
in form
 



and substance satisfactory to A.I.D., 
a statement of the 
name of the person
 
holding or acting in the office of the Cooperating Country specified in Section
 
5.1, and of any additional representatives, together with a specimen signature of
each persot
1 specified in such statement.
 

SECTION 5.3. 
 Notification
 
When A.I.D. has determined that the condition precedent specified in Section
5.2 has been met, it Will promptly notify the Cooperating Country.
 
SECTION 5.4. 
 TerminalDates for Condition Precedent
 
If the condition specified in Section 5.2 has not been met within ninety
 

(90) days from the date of this Agreement, or such later date as A.I.D. may agree
 
to in writing, A.I.D. may, at 
its option, terminate this Agreement by written
notice 
to the Cooperating Country.
 

SECTION 5.5.
 

grantee or contractors 

This Agreement and the Grant, and all persons, contracts, sub-contracts,
commodities financed under it, regardless of source or origin, shall be exempt
 

or other implementing organizations, services and
from any taxation imposed or to be imposed under laws in effect in the territory
of the Grantee.
 

Article 6: 
 Special Covenants
 

SECTION 6.1. 
 ProLectEvaluation
 
T i Parties agree to establish an evaluation program as part of the Project.


Except as the Parties may otherwise agree in writing, the program will include,
during the implementation of the Project and thereafter:
 
(a) evaluation of progress toward attainment of the objectives of the
Project;
 

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

(c) assessment of how such information 
may be used to help overcome such
problems; and
 
(d) evaluation, to the degree feasible, of the overall development impact of
the Project.
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SECTION 6.2. 
 Government Cooperation
 

The Parties agree 
that the active participation and cooperation of several
 
ministries and agencies of the Cooperating Country are
successfully achieve the goals and objectives of the Program.
Cooperating Country agrees 


required in order to
 
to secure 	 Therefore, the
the cooperation of the following ministries
and agencies in the 
implementation of the Project:
 

(a) Ministry of Plan;
 

(b) Ministry of Industrial and Commercial Development;
 

(c) Ministry of Finance.
 

(d) Ministry of Transport; and
 

(e) Other Ministries as 
may be identified from time 
to time.
 
Article 7: 
 Procurement
S ouce
 

Disbursement of Grant funds pursuant to 
Section 8.1. 
("Foreign Exchange

Costs") will be used exclusively to finance the costs of goods and services

required for the Project, with respect to goods, their source and origin, and with

respect to services, their nationality, in countries included in Code 935 of the
 
A.I.D. Geographic Code Book as 
in effect at the time orders
contracts entered into for such goods or services, except as A.I.D. may otherwise

agree in writing, and except as 


are placed or
 

provided in the Project Grant 	Standard Provisions
 
Annex C.l.(b) with respect to 	marine insurance.
be 	 Ocean transportation 
costs will
 

financed by A.I.D. under the Grant only on vessels under flag registry of
 
countries included in Code 935, except as A.I.D. mzy agree otherwise in writing.
 

Article 8: 
 Disbursement
 

SECTION 8.1. 
 -
 forForeignExchane Cost
 
(a) After satisfaction of the conditions precedent, the Cooperating Country


may obtain disburseanrs of funds under the Grant for the Foreign Exchange Costs
 
of goods or services required for the Project in accordance with the terms of this

Agreement, by such of the following methods as may be mutually agreed upon:


(i) 	by submitting to A.I.D., 
with necessary supporting documentation
prescribed in Project Implementation Letters, requests for A.I.D. to 
as
 

procure commodities or services on the Cooperating Country's behalf for
the Project; 
or
 

(ii) by requesting A.I.D. to issue Letters of Commitment for specified
amounts:
 

- to one or more U.S. banks, satisfactory to A.I.D.,
A.I.D. to reimburse such bank or banks for payments made by them to
 

committing
 

,\l
)
 



contractors 
or suppliers, under Letter of Credit or otherwise
such goods or services, or for
 

directly to 
one or more contractors
A.I.D. or suppliers, committing
to pay such contractors 
or suppliers, through Letters of
Credit or otherwise, for such goods or services.
 
(b) Banking charges incurred by the Cooperating Country in connection with
 

Letters of Commitment and Letters of Credit will be fir,?ced under the Grant
 
unless the Cooperating Country instructs A.I.D.
charges as the Parties may agree to 

to the contr:ry. 
Such other
may also be financed under che Grant.
 
SECTION 8.2. 
 OtherFrmsofDisbursement
 
Disbursements of the Grant may also oe made through such other means as the
Parties may agree to 
in writing.
 

SECTION 8.3.
 
Except as may be more specifically provided under Section 8.2,


provided under the Grant are 
 if funds
introduced into the Republic of Cameroon by A.I.D. or
 
any public or private agency for purposes of carrying out obligations of A.I.D.
 
hereunder, the Cooperating Country will make such arrangements
so 
that such funds may be converted into local currency at the highest rate of
 
exchange which at the time the conversion is made, is not unlawful in the Republic
of Cameroon.
 

as may be necessary
 

Article 9: tus -e ou
 

SECTION 9.1.
 

iy 

Party to 

notice, request, document or other communication submitted by either

the other under this Agreement will ba in writing or by telegram or
 

cable, and will be deemed duly given or sent when delivered to such party at the
following mail address:
 

To the Cooperating Country:
 

Minister of Industrial and Commercial Development

Yaounde, Cameroon
 

To A.I.D.: 

Director
 
USAID
 
B.P. 817
 
Yaounde, Cameroon
 
All such communications will be in English or in French unless the Parties
 

otherwise agree in writing. 
Other addresses may be substituted for the above upon
the giving of notice.
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SECTION 9.2. 
 Standard proviseosAnex
 
A "Project Grant Standard Provisions Annex (Annex III) 
is attached to 
and
forms part of this Agreement.
 

SECTION 9.3. 
 Lanua eofAreeent
 

This Agreement is prepared in both English and French.
ambiguity or conflict between the 
 In the event of
two versions, the English language version will
control.
 

Article 10:
 

This Agreement consists of 
this Project Grant Agreemant and the following
 
annexes: Annex I (Amplified Project Description), Annex II (Project Budget) and
Annex III 
(Standard Provisions).
 

IN WITNESS WHEREOF, the Republic of Cameroon and the United States of America,

each acting through its duly authorized representative, have caused this Agreement
to be signed in their names 
and delivered as of the day and year written below.
 

THE UNITED STATES OF AMERICA 

REPUBLIQUE DU CAMEROUN
 

By: -

Par: 
Name: Jayp. Johnson 

Nom: Mme TANKEUElisabeth 
Title: Mission Director 

Titre: Min'stredu Planet 

l'Amenafementdu Territoire 



Annex N
 



UNI.. :D STATES OF AMER,"A
AGENCY FOR INTERNATIONAL DEVELOPMENT 

Yaounlde
'11Jll', 

UNITED STATES ADDRESS
YAOUNDE ( A 1 0
DEPARTMENT INTERATIONALOF STATE ADDRESSU SA ID.WASHINOTON 0. C. 2M29 a P aIl 

YAiiNS rmrnouN 

Tel. : 23-05-8 1 
Mr. William Tiga Tita 22-02.69
 

Pres ident
 
Committee de Travail
 
National Office of
 

Industrial Free Zones

Douala, Cameroon 
 JUL 27 1990
 

Dear Mr. Tita:
 

Pursuant to our 
telephone conversation on Wednesday, July 25, 
1990, I am
sending you copies of USAID's projections regarding the revenues and
expenditures of 
the National Office of Industrial Free Zones during its
initial start-up and first five years of operation. It is assumed that the
office will be 
fully staffed beginning in 1991. 
 it is also assumed that wages
and prices increase by 5 percent per year.
operating expenditures are highest during the 
As you can see from Table 1,


initial start-up in 1990 and
1991 due 
to the need to purchase office equipment, furniture and
stock. rolling
Operating expenditures decline to approximately $400,000 
in 1992 and
increase gradually reaching approximately $450,000 by 1995.
 

The two direct sources of financing for the NIOIFZ
will most throughout the medium-term
likely be application fees and 
user fees. 
 We have made some
assumptions regarding the number of Industrial Free Zone Developers, 
initial
 

Industrial Free Zone enterprises and Point Franc enterprises. 
We have also
made assumptions regarding the possible fee structure thatnmay be imposed by
the NOIFZ. These assumptions are noted in Table 2. 
own assumptions regarding each of these variables. 
You may wish to make your
 

there is Based on our analysis,
an additional financing need (net of application and user fees) of
approximately $1.5 million over 
the five year period. It is our hope that the
NOIFZ will be seIf-financing, primarily from application and 
user fees,
beginning in 1996.
 

As I discussed with you, 
it is important that contributions to the 11OIFZ from
the Government be kept to an absolute minimum and ideally should be 
zero.
Government financing brings with it the potential for Government
in the internal affairs of the MOIFZ. 
interference
 

Since the private sector will be
ultimate beneficiary of the Free Zone Regime, some level of direct 
the
 

contribution to 
the transitional costs of 

consensus the NOIFZ would be appropriatp. The
opinion in Washington is that tile 
Cameroonian privatn 
sector nholld
 

http:22-02.69
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contribute to the trnn Ition a|1 [n.ancin3 (f tht - 1()IFZ. U ;A I D/C 'mnrc im tr nwith this assessment. 
 I would therefore greatly appreciate it if the
Committee de Travail of 
the MOIEZ could address the issue of 
private sector
participation regarding the 
financing of 
the transitional 
costs of 
the 1OIFZ.
I would also appreciate it 
if you could Inform us in writing exactly what role
the private sector could play in 
this regard. 
 As you know, USAID/Cameroon is
in the process of developing our 
5 year assistance activity in support of
Free Zone Regime, including the NOIFZ. Your 
the
 

letter would greately assist 
us
in finalizing our position on 
this matter.
 

Sincerely,
 

Brian Ames
 
Private Sector Officer
 

Enclosures:
 
- Copies of USAID's projections regarding the 
revenues and expenditures of

NOIFZ for first 5 years of operation.
 



REPUBLIQUE DU CAMEROUN 
.LE...
OOUA 16 C,OUTCHANtBRE DE COMMERCE ... .... 19 90 

'INoUStRIE ET DES MINES 

T61. : 42-28.88 - 42-35 90TdIJI:?CHAMCIMA 5616 KN ' 
 I,
LE COKITE DE SUIVI 

. 

DE LA
 
No .........
.......
.
ZOE FRANCIIE IUIJUSTRIELLE.
 

.,_ *id6sieuc L yDecl eur 
de l'US, IkI

Objt, Contcibuti~cj uu Secteur Priv6
Canerounais YA. Ud-.
l]a 6'ise ea eilzce YAOUUDEde la ZFI 
 C I C 

i'ionsieur 
IQ Directeur-


Les menbres du CociL6 de SuiviIndustrielle de ia Zone ?raicherdunis j ,,la Chambre de Comenrze d'IL1dus~rie
des Wiines et
du Cameroun Douala le jeudi 9 aot ont
avec ercegistrf
beauccup 
d'intdrct 
 !as d6earches
I'USAID pour cij accoplies parla rise en place de cette Zone de 1rafisformacion 
pour l"xportaLion.
 

Le Comit6 de Suivi, 
ddcid4
partie faire apprecier
Aindricairie . la
le degr6 d'intrdL du
Camerounais Secteur Liv6
quant a sa paticipation l'ain6nagemerit physique
de cette Zone et I'installation des entreprisesest toujours dispos6 en son sein,
continuer -iappcrter conmmesa contribution par le.pass6

efficiente 
en termes d'effortsrelatioanels, maLtriels,
organisationnels 
 et de sa 
 disponibilit 6
lexamen du qadre juridique, autant 
d'ddra1ents 
indispensables

la rdussite de ce projet.
 

Sous des formes A definir, le Comitd de Suivi marque
aussi par principe 
sa volont6 
 participer de la
la rdussitd mane fa.on ai
de 
cette op4ration, par 
la sensibilizatioL. 
 ucs
Gperateurs Economiques aussi bien nationaux qu'6trangers.
 

A l'instar 
 du Comit6 
de Suivi,
Commerce, la C'ambre
se propose de de
participer activenient 
 Ia mise surpied d'une ceilule de Promotion des IMIesissements.
 

http:42-28.88
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Le souhait qu'il 
emet est 
que la confiance mutuelle issue de
la coopdration active dot oit fait preuve l'O. O.I.C.,I'USAID, The 
Services Group 
 aussi bien que le 
Secteur Priv6
Camerounais, 
soit encore plus renforc~e durant cette phaseactive et decisive de cette Zone Franche Industrielle.L[.
 

LE PRESIDENT DE LA CCIM. 
 LE PRESIDENT DU COMITE ESIV
 

IERRE TCHAN UEPPO 

PRISO 

P^ . L ol,v PR S 
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-------------------------------------------------------------------------------------------

Table 0
 

PREPS: Total 
Cost of Non-Project Assistance and Project Assistance Activity
 
............................................................................................................
 

July 90
 
Dec 90 1991 1992 1993 1994 1995 
 Total
 

NPA Component (Local Currency) 
 206.062 1.093,938 749,451 351.172 348.988 
 350.390 3.100,000
 

NOIFZ Operating Costs 
 182.162 
 507,220 329.324 307,772 276.388 249.290 
 1,852.155
Projected Revenues 
 0 1.500 65,200 103.800 154.000 203.000 527.500
Projected Operating Costs 
 182,162 508.720 394.524 
 411.57Z 430.388 
 452.290 2.379,655
Personnel Costs 
 (39,752) (252.890) (265.535) (282.738) (296.875) (311.719) (1.449,510)

Office Equipment and Supplies (142,410) (255.t29) (128.989) (128.833) (133.512) (140,571) 
 (930.145)
 

IPC Operating Costs 
 23.900 563.496 377.054 
 0 
 0 0 964.450
Projected Revenues 
 0 0 0 
 0 0 
 0 0
Projected Operating Costs 
 23.900 563.496 377,054 
 0 0 
 0 964.450
Personnel Costs 
 (15.900) (150,701) (194.370) (0) (0) 
 (0) (360.971)
Office EquipWent and Supplies 
 (3.000) (264.745) (75.742) (03 
 (0) (0) (343,487)
Program Costs 
 (5.000) (148.050) (106.943) (0) (0) (0) (259.993)
 

Contingency 
 0 23.222 43.073 43.400 72.600 
 101.100 283.395
 

Project Assistance Component 
 53.000 1.197.086 1.241.427 462.980 34.034 
 71.472 3.060.000
 

Long-Term Technical Assistance 
 0 798.500 847.425 
 196.796 0 
 0 1.842,721
Technical Advisor to Mission 
 (0) (178.500) (187.425) (196.796) 
 (0) (0) (562,721)
Technical Advisor to NOIFZ 
 (0) (310.000) (330.000) 
 0 (0) (0) (640,000)
Technical Advisor to IPC 
 (0) (310.000) (330.000) (0) (0) (0) 
 (640,000)
 

Short-Term Technical 
Assistance 
 28.000 216.200 211.685 124.336 
 0 0 580.221
To NOIFZ staff (28.000) (88.200) (92.610) (97.241) 
 (0) (0) (306,051)
To IPC staff 
 (0) (73.500) (77.175) (0) (0) 
 (0) (150.675)
To FTZ Custo= Unit 
 (0) (42.000) (29.400) (15.435) 
 (0) (0) (86.835)
Research Studies 
 (0) (12.500) (12.500) (11.660) 
 (0) (0) (36,660)
 

Training 
 25.000 152.986 151.447 77.022 
 0 0 406,455
To NOIFZ staff (25.000) (64.086) (28.702) (21.455) 
 (0) (0) (139,244)
To IPO staff 
 (0) (10.500) (11.025) 
 (0) (0) 
 (0) (21,525)
To GRC Officials 
 (0) (28.000) (5a.800) 
 (0) (0) 
 (0) (86.800)
To FTZ Customs Unit 
 (0) (21.000) (22.050) (23.153) 
 (0) (0) (66,203)
To FTZ Enterprises 
 (0) (29.400) (30.870) (32,414) 
 (0) (0) (92.684)
 

Evaluation, Monitoring & Audit 
 (0) 29.400 30.870 64.827 
 34.034 71.472 


Total Cost of PREPS 
 259.062 2.291,023 1.990.878 814.152 383.022 
 421.862 6,160.000
 

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

230.603 


