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Annex 1 -- Program Description for the Fertilizer Subsector Reform
Program. ‘

The Fertilizer Subsector Reform Program will permit
Free-market pricing of fertilizer materials, permit liberal
licensing of the importation of fertilizer materjals, provides for
the establishment of a fertilizer credit tFund in the commercial
banks for the importation and markceting of fertilizer, provides
for the phased reduction of fertilizer subsidy through the
mechanism of a fertilizer subsidy fund administered by the
commercial banking system, produce monthly and annual reports of
the Fertilizer Credit Fund and the Fertilizer Subsidy Fund and
provide for special studies and analysis to ensure effective
implementation of this prograii,

The Fertilizer Credit Fund to be established in the
commercial banking organizations of Cameroon will provide credit
for the importation and distribution of fertilizer for
commercial sale. The performance of this fund will be judged
based upon the timely allocation of funds to this account, the
timely processing of loans by the commercial banks, regular
submission of monthly reports on the status of the loan
portfolio and the prompt setlement of loans by their designated



due dateé. During the course of the program the long--term
viability of the Fertilizer Credit Fund will b( carefully
evaluated, '

The Fertilizer Subsidy Fund will be a temporary feature
of the subsector reform program during the trar§sition from the
existing government-managed system of fertilized supply to the
planned, Free-market system of fertilizer markefing., [t is
intended that this subsidy fund will provide fo{ the annual
reduction of fertilizer subsidy from the current level of
approximately 65% to zero in steps of 45%, 30%, §10% and 0% in
the first through the fourth years of the progran, fhe subsidy
funds will be provided by the Government of the Republic of
Cameroon in annual appropriations. The terms ant conditions of
subsidy payment may be adjusted within reasonably limits, but
must be determined well in advance of each crop tear and widely
publicized so that the fertilizer marketing orgafizations can
prepare sound marketing plans. The timeliness od the
incremental adjustments of the Fertilizer Subsidy Fund- will be a
conditional performance factor in this program argl evaluated on
an annual basis. :

Several factors were identified in the pYeparation of
this program that require additional, detailed an}lysis and
study; notably, input/output price relationships fjor the major
agricultural commodities that may be affected by {fhe anticipated
increase in fertilizer prices at the farm-gate, tkp future
requirements for farmer credit, the alternatives th the
fertilizer credit fund in the commercial banks, thl factors
influencing fertilizer demand and alternative strakegiles for
fertilizer market development and expanded fertilifer use.
Certain of these items will be studied concurrentldy with the
implementation of the reform program so that the rjsults may be
used in the fine-tuning of the Fertilizer Credit Fhnd and the
Fertilizer Subsidy Fund.

Monthly reports of the transaction of the . Fertilizer
Credit Fund and the Fertilizer Subsidy Fund will be used in
monitoring this program. A joint, annual program review will be
conducted in December of each year at which time adjustments may
be proposed based upon the performance data of the program and
from the results of the concurrent studies and analysis. These
reviews will be the forum for defining timely corrective action
where necessary to improuve the reform program for the.subsequent
cCrop years.

The objective of this program is to improve the supply
of fertilizer to farmers in a system that is economical and
efficient for the society as a whole. While this program will
shift certain costs to the farmers, it will have the advantage



of more flexible response to the farmer's needs and should be
more effective in the allocation of national resources. The
program has been setup to carefully monitor its lmpacts and
effectively utilize this performance information in directing
the program resources to the ultimate objective,

The following is the definition of terms and conditions:

- Functional Program for the Credit Fund. o
~F-CFA assets of the credit fund equivalent to $5
million. ' '

Approved rules and operating departments for processing

of loans for fertilizer importation and distribution on
commercial terms.

- Functional Subsidy Program . :
F-CFA assets of 3.6 billion deposited in the Fertilizer
Subsidy Fund. :

The rate of subsidy payment not to exceed 60 F-CFA per
kilogram of fertilizer.

EFFectiue procedures for timely payment of claims on
the Subsidy Fund.

- Satisfactory Continuation of Market Liberalization
No import license requirements for fertilizer
procurement.

No price control in effect for fertilizer sales.

F-CFA assets in the Fertilizer Credit Fund of at iéast
the equivalent of $7.5 million.

Timely processing of loans for the importation and
distribution of fertilizer.

- Functional Subsidy Program '
F-CFA assets in the subsidy fund for the 1989 crop vear
of 2.25 billion. .

A rate of subsidy payment not to exceed 45 F-CFA per
kilogram.

Effective procedures in timely processing of valid
claims on the subsidy fund.



- Satisfactory continuation of market liberalization
- No import license or price control on fertilizepr
transactions. '

F-CFA assets in the Fertilizer Credit Fund equiualent;f
to $10 wmillion, : : SRR

— Functional Subsidy Program R o
F-CFA assets 1in the subsidy fund for the 1989 crop. year
of 900 million. ' ; - Lo,

A rate of subsidy payment not to exceéd515 F—CFA ﬁé?ff;‘
Kilogram. , , S
Effective procedures for timély’protessing of Ualid ¢

claims on the subsidy’Fund.

- Satisfactory Continuation of the Program ‘
No import license or price controls for fertilizer
marketing. e

F~CFA assets in the Fertilizer Credit Fund of the
equivalent of $13 million. o

An analysis of the long-term viability of the
Fertilizer Credit Fund.

The Budget
- The Fertilizer Subsector Reform Program

million o/a Nov 1987
million o/a Mar 1988
million o/a Nov 1988
million o/a Nov 1989
million o/a Nov 1990

First Disbursement $
Second Disbursement
Third Disbursement
Fourth Disbursement
Fifth Disbursement

P WN DL
OOuwm Lo

The Fertilirer Subsector Studies and Monitoring

Initial Grant Agreement $1.5 million o/a Nov 1987
First Amendment 1.5 million o/a Nov 1988

'3577K/JIBalis/9~11-87
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I. INTRODUCTION AND SUMMARY -

I.1 Fertilizer Sub-~sector Reform Objectives.

The African Economic Policy Reform Program for Cameroon will
encourage and support the Government of the Republic of Cameroan
(GRC) as it undertakes phased policy reforms in the fertilizer
subsector to provide farmers with an adaquate fertilizer supply in

a timely and economical manner. This reform will phase out
fertilizer subsidy and terminate the distribution operations
undertaken by the government. These two policy reforms will -

create the business environmenl: favorable to private-sector
fertilizer marketing. However, the present liquidity crisis of
the commercial banks will be a constraint on the private sector
and must also be included in the program.

In FY1987 A.I.D. support will consist of an Economic Support Fund
Grant of $9.0 million provided as follows: ‘
a. Program grants of $7.5 million, provided in the form of a
cash transfer, conditioned on the GRC's commitment to,
- liberalization of fertilizer importation and
distribution,
- phased elimination of fertilizer subsidies, and
- expansion of commercial credit for fertilizer
marketing.
b. A grant of $1.5 million, provided through a project or
limited scope grant agreement, to finance studies and
monitoring activities in support of the fertilizer reform
program.

As part of this policy reform program the GRC will contribute
local currency, equivalent to the cash grant, to be deposited in a
special account which will be used to establish a fertilizer
credit fund to be drawn upon by the private sector in financing
their new and expanding marketing operations.

In the subsegent phases, the new marketing system will be assisted
in expansion and improvement of the quality of services provided
in fertilizer marketing consistent with the production objectives
of the agricultural sector and consistent with the market
liberalization policy for inputs and outputs.

The fertilizer reform program is a vital link in the GRC and USAID
strategy for the agriculture sector. By providing farmers an
adequate supply of fertilizer, an important production input is
assurred which enables them to take more effective use of the

/3
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high-~yielding seeds and improved methods produced by research and
development programs. This program thus enables the valorization
of other components such as the research projects and has a
synergistic value greater than its direct impact.

I.2 The Problems of the Fertilizer Sub-sector,

The 1985 IFDC study, which dealt in considerable detail with the
supply of subsidized fertilizer, noted the untimely delivery of
fertilizer, comparatively high costs therefore a need for large
subsidy, and numerous other problems in the system of fertilizer
supply particularly for the central and western provinces. These
problems have become more critical in the two years since the [FDC
study, particularly the high cost of the subsidy given the
numerous other demands upon the government treasury. And in
addition, the extremely tardy procurement of fertilizer for the
1987 crop season further demonstrated the inadequacy of the
government-managed supply system. It 1is noted that of the
requirement of 110,000 ton of fertilizer for the crop year
1987-88, only 15,000 tons was in the country July 10, 1987. -

I.3 The Fertilizer Reform Program

In response to the official announcement by the GRC that a) the
fertilizer subsidies will be phased out in a reasonable
time-frame; i.e., hy 1991, b) the fertilizer marketing will
henceforth be undertaken by the private-sector, and c¢) a
Fertilizer credit fund will bhe established wilhin the comnercial
kanking system for support of expanded fertilizer distribution;
USAID proposes to provide the first of five tranches to support
the fertilizer reform program. The program will be initiated with
$9 million drawn from the African Economic Policy Reform Program
of which $1.5 will be used for studies, monitoring and medium-term
planning. The balance of the program, planned at $11 million,
will be dispersed in approximately annual increments starting in
the third year of the program assuming satisfactory performance of
the fertilizer credit fund and reasonable achievement of the
economic goals of the program. The dispersement of the second
phase will permit expansion of the private sector marketing
services, dimprouve the area coverage by the network of
private-sector distributors, and bring fertilizer use to a level
consistent w.th the agricultural production targets of the
country. fhe fertilizer reform program has been designed in
relation to the following factors:

- Cost of Fertilizer Subsidy for the Treasury, With
estimated cost of delivered fertilizer in the rural areas of 135
F/kg, and a selling price of 40 F/kg, the cost of subsidy is 95
F/kg and at the planned supply of 110,000 tonnes requires a
transtfer of more than 10.5 Billion Francs FCFA. The 1987-88
budget earmarked 4 billion F-CFA for fertilizer subsidy compared
with 7 billion F-CFA dispersed in 1986-87.
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- Deliueﬁed cost of fertilizer in rural areas. Analysis has
shown that distribution costs can be reduced, that improved
management can reduce the costs of borrowed money, storage and

losses, and improved fertilizer selection will combine to reduce

the farm gate costs of nutrients from 30-50%.

~ Timeliness in availability. Fertilizer application at the
right time in the growing cycle greatly improves the efficiency of
fertilizer use by the growing field crop. Farmers recognize this
factor and frequently adjust application to the weather, market
prices and crop conditions. A well-stocked, rural network of
fertilizer stores is essential for achieving the production
targets of the country.

- Dynamic rural enterprises for fertilizer supply are
important components of growth in the agriculture sector.
Commercial banks, efficient markets, improved infrastructure are
also essential factors in a dynamic rural sector. The fertilizer
subsector has matured under the past subsidy program to the point
that it should graduate into the private sector domain as a growth
point for corntinued development of the agriculture sector.

The basic elements of a private-sector fertilizer marketing system
exist in the established importers, the cooperatives, the trucking
organizations and numerous entrepreneurs. These elements will be
encouraged to set up private sector marketing networks under
suitable wmarketing agreements, to buy and stock Fartilizer hased
upon their independent market analysis, to set prices and terms of
sale and generally operate in a competitive market place. The
marketing networks may include cooperatives as well as individuals
or enterprises which can demonstrate sound business capability and
adaquate financial resources for the proposed trading strategy.

The marketing organizations will have access to the new line of
commercial credit in order to stock fertilizer in a timely manner
in rural areas. Each organization will develop its own marketing
plan; that is set up a network of dealers, estimate the market and
arrange for supply. That plan will be financed as appropriate in
a commercial transaction with the new fertilizer credit window.
In order to develop a reasonably competitive environment, credit
windorts will be set up in several commercial banks and each bank
will be encouraged to finance more than one fertilizer supply
network. This strategy provides the farmer with some choice in
material and the best prospects for reasonable prices as
competition drives prices to minimum viable levels.

The phase-out of subsidy will be simplified and channelled through
the commercial banking structure of the fertilizer credit fund.
The fertilizer prices will be increased in a series of annual

/S«
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steps to be announced in January of each year. The schedule
proposed for setting target prices would progressively increase
Fertilizer costs to free market prices in the following
increments; ' :

1988 -~ 70 F/Kg
1989 -~ 90 F/kg
1990 - 120 F/kg

1991 ~ Market Prices

Field work indicates that many farmers are now paying 60 F/kg or
more to acquire fertilizer and some farmers have indicated that
they would be prepared to pay 80 F/kg or more. Farm budget
analysis ind- :ates that a cost price of about 120 F/kg would be
possible with coffee price increases of 10% or less and no
increase would be required for maize prices. Analysis of the
factory cost of fertilizer on the world market and distribution
costs in Cameroon lead to the conclusion that an average target
price for fertilizer should be 135 F/kg.

The subsidy payments from the fund will be made to the fertilizer
marketing organizations on presentation of evidence that
fertilizer has been stocked or sold in rural areas. Such payments
must be handled 1n a timely manner in order to ensure 'the
financial viability of the fertilizer marketing organization. It
is planned that the commercial banks serve as the intermediary in
the payment of these funds.

The studies, monitoring and evaluations will have several
objectives, however the primary purpose will be to provide and
improved the basis for planning of the program elements of the
second phase,. A key question 1is the input/output price
relationships for the major export and food crops. Further work
must be done to establish impacts of the eventual market prices of
fertilizer; and in relation to the anticipated prices of the
agricultural commodities, develop refined estimates of fertilizer
use by various farmer groups. A second area of study is the
analysis of the appropriate techniques for the estimation of
fertilizer demand by the Ministry of Agriculture and the
subsequent dissemination of that demand as a public and industry
service. The third area of investigation and monitoring will
involve the review and evaluation of the periodic reports of the
banking system and cross-checking of that information with the
econolitic and other reports of Ffertilizer trading. A small program
of grants for market development type field trials of improved
fertilizer materials is also included to encourage more economical
fertilizer practices and to enable a broader program of such
trials than can be supported in the present marketing margins of
the distributors or within the budget of +the research
organizations.

/%
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The expansion of the private fertilizer marketing organizations
from the capacity of about 60,000 MT per year to the range of
100,000 - 150,000 MT per year will require investment in transport
and storage facilities. Thus, the fertilizer credit fund will not
only require augmentation to support the larger volume of
fertilizer transactions expected in future years of the program,
but also require additional funding to support the infrastructure
investments. These resources are to be provided in the later
years of the program when the performance potential and the
performance characteristics compiled during the initial studies
can be used in the determination of the program details of those
final years. It is believed that the benefits of fertilizer
trading will be sufficiently demonstrated to mobilize some portion
of the required resources from both the trading organizations and
the banks, but these resources are not expected to be adaquate to
meet the full expansion needs of the marketing system.

The studies, monitoring and evaluations will continue to support
refinement of fertilizer -demand estimation and performance
monitoring in the Ministry of Agriculture, support continued study
of pricing of fertilizer and commodities, and introduce the new
element of the study of retail credit for fertilizer and other
production inputs. The credit and banking work may be undertaken
in both the commercial banks and in support of the governments'
plan to setup a new agricultural credit bank.

.4 Program impacts and benefits.

The program planning team has estimated that the timely delivery
of fertilizer to farmers will nearly double the benefits that
farmers realize from fertilizer use. That is, the current late
and irregular delivery of fertilizer often results in inefficient
use by the crop, results in fertilizer loss and wastage in excess
runoff because the crop does not absorb the material in the
growing season, or. quite commonly there is serious storage waste
when material is carried over to the next season because delivery
is too late to do any good. The decentralized and competitive
marketing system is expected to be flexible in meeting the farmers
needs and will facilitate improved agricultural practices and

increased production. The IFDC estimates that the fertilizer
requirement of the central and western provinces is on the order
of 150,000 tons per year. A private sector systemm has the

potential to supply that requirement according to the needs of the
farm enterprises in the market zones of the various organizations
that comprise the system. The benefit to the government is the
reduction of the subsidy burden on the treasury without
detremental effect to the agricultural production objectives of
the country and the establishment of a broader tax base in the
form of the expansion in private sector fertilizer trading. The
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commercial banks will be benefited by their establishment of the
fertilizer trading window, which is expected to lead to othacr
agricultural lending. The reduction of the operational
responsibilities of the Ministry of Agriculture and the
improvement of the techniques of fertilizer demand estimation and
monitoring are expected to introduce an important information bhase
for medium and long term planning by both the government and by
the qgrowing fertilizer marketing organizations. Finally, the
establishment of the private sector in the fertilizer supply and
services enterprises is expected to be the Ffirst step in the
complete reform of the agricultural input supply and services
sector.

PART II. CAMEROON'S ECONOMY: GROWTH POTENTIALS, CONSTRAINTS AND
POLICY ISSUES.

II.1. Introduction.

The years 1985 and 1986 were turning points for Cameroon. 011l
production and exports peaked in 198% and started to decline

thereafter, Prices of petroleum products, cocoa, coffee and
cotton were all at low levels and the public income became a
crisis situation in 1986. These factors led to a serious gconomic

slow-down and a need to reexamine the Govarnment's (GRC)Y role 1in
the economy and signaled the need for reesvaluation of key policy
issues.

Cameroon is relatively well endowed with natural resources: good
soils, mineral wealth, hydro-power potential, Ffavorable rainfall
and a tropical climate. These resources are comparatively well
distributed across the country. Gross domestic product (GDP) grew
at an average annual rate of 4.7 percent during 1960--70 and 5.1
percent during 1970-78. The average annual increase of GDP per
capita was 2.9 percent for the 1960-78 period. .

With the advent of o0il production in the late 1970's, the rate of
economic growth in Cameroon accelerated significantly. For the
1980-84 period, the annual increase in per capita GDP averaged
approximately 9 percent. 0il production is expected to have
peaked in 1985 and will decline thereafter at an estimated annual
rate of 5 percent to exhaustion of recoverable reserves sometime
in the 1990s. Following this decreasing trend in o0il income, the
annual rate of growth in GDP per capita went to 4.4 percent in
1985 and has been estimated to be 3.7 percent for 1986,

From this point of reference, it is expected that the average
annual rate of growth in real GDP in Cameroon for the period
1987-91 (time frame of the Sixth Development Plan) will be 1lower

/¥
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than the target rate of 6.7 percent used in preparing the Plan.
The continuing 1987-91 economic slow-down is traceable to the
projected decline in o0il production, a continued sluggishness in
international markets for cocona, coffee and cotton and to various
growth limiting factors affecting key economic sectors in Cameroon.

II.2- Economic Structure. -- - . - : -

The growth of the economy in the 1960s and 1970s was fostered
mainly by the expansion of the agricultural sector which
represented 32 percent of GDP and employed 87 percent of the labor
force in 1965, The importance of agriculture still remained
significant in 1978 as that sector accounted for 32 percent of
GDP and provided work for 82 percent of the labor force. The
composite growth of agriculture was estimated at 4.7 percent for
the 1965-73 period and at 1.8 percent for the 1973-83 period. Due
in part to the declining growth rate in the agriculture sector
during the 1973-83 period and the sharp rise in o0il income in the

period, the share of agriculture/livestock/forestry/fishery in GDP
fell from 28.7 percent in 1980 to 21.0 percent in 1985.

While agriculture remains the strong sector of Cameroon's economy,
it was the petroleum sector which constituted the engine of growth
in the early 1980s. The high growth in GDP during the 1980-84
period was spurred by the rapid expansion of o0il production. The
GDP began to taper off in 1984 as a result of the o0il price
decline. Unfortunately the income did not racover wikh the
subsequent oil price recovery because the production decline of
the oil fields then became the dominant Ffactor in the income
equation. Further benefits of o0il production are expected to be
limited.

The services sector which includes construction, utilities,
communication, transport, public administation and other services,
while important (representing 52 percent of GDP in 1978), played
only a limited role in the growth of the economy in the 1960s and
1970s. That sector grew at average annual rates of 3.6 and 7.3
percent during the 1965-73 and 1973-83 periods respectively,
Furthermore, that sector only accounted for 11 percent of the
labor force in 1978. Within this sector the shares of the
construction and utilities sub-sectors in GDP were stagnant during
the 1980-85 period. The early 1980s also saw the relative
reductions in sizes of the transport/communication, trade, and
other services activities of the sector. The relative importance
of the public administration activities in the economy has
regressed somewhat during the 1980-85 period. Howeuer, the recent
World Bank's assessment points to a still bloated public labor
force and recommends that further hiring of civil servants be
restricted.
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ihe role of the industrial sector in Cameroon's overall economic
development in the 1960s and 1970s was not very important,
representing only 17 and 16 percent of GDP in 1965 and 1978
respectively, and employing 6 and 7 percent of the labor force in
1965 and 1978 respectively. Average annual industrial growkth was
estimated at 4.7 percent during the 1965-73 period, and 13.7
percent during the 1975-83 period.

The performance of the manufacturing sector was fairly dynamic
during the 1980-82 period going from 8.8 percent of GDP in 1980 Lo
11.4 percent in 1982. That sector stagnated somewhat during the
1982-85 period (at the level of 11-12 percent of GDP) because of
the 1983 drought-induced shortage of agricultural raw materials
combined with the increase in labor costs, high interest charges
on external borrowing and the rising costs of imported inputs
associated with an appreciation of the US dollar vis-a-vis the
French Franc (FF).

II.3, SECTORAL POLICY ISSUES.

Growth of key economic sectors during the 1987-91 period will be
hampered by economic policy problems. The following analysis
examines the policy environment and areas of reform that can yield
a more promising prospect for growth.

IY.3.1. Impact of Petroleum Revenues. ®

Almost all the accrued o0il revenues since 1978 have been injected
into the economy. These revenues have not been, however,
incorporated within the normal budget and have been used in part
to pay off a variety of debts thus significantly improving the
credit worthiness of the country; two important evidences of good
fiscal management. Nonetheless, the World Bank indicated that the
Cameroonian economy has been inflated to essentially the level of
actual o0il revenues, therefore, the downward adjustment to
declining o0il revenues will be necessary and more difficult than
is Qenerally believed.

The significant injection of o0il revenues as public investments,
public consumption and private consumption caused the increase in
the relative prices of non-traded goods wversus export
commodities. That increase in relative price of non-tradeables
versus tradeables contributed to the overvaluation of the Franc
CFA (Communauté Financidre Frangaise) versus the French Franc and
now penalizes the export sectors (i.e., export crops and 1light
manufacturing products).

The World Bank argues in the 1987 Economic Memorandum that
economic adjustments are needed during the 1987-91 pericd to cope
with reduced o0il revenues. On the supply side, to counteract the

27
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decline in GDP due to drop in o0il production, agricultural and
manufacturing production should be stimulated and the expansion of
the forestry sector and the mining sector should be promoted. On
the demand side, public investment, public consumption and private
consumption should be lowered (See Annex F for more details on the
analysis summarized in this chapter).

The World Bank also argues that economic adjustments have to be
undertaken whether oil price will remain at US$ 16 per barrel or
will rise to US$ 20 per barrel (in constant 1984 US$). Either at
US$% 1€ per barrel or at US$ 20 per barrel, the nature and
magnitude of the economic adjustments remain essentially
unchanged. 1f o0il price rises to US$ 20, Cameroon would have
enough additional financial resources to postpone economic
adjustments by only two years.

* This section draws heavily from the 1987 Economic Memorandum
of the World Bank. :

I1.3.2. The Decline in Agriculture and its Causes.

Recent GRC estimates show that Cameroon 1is presently 95 percent
Food self-sufficient. Through the widely practiced inter-cropping
of food crops and cash crops, agricultura has also been playing an
important raole in ensuring surpluses in the balance of trade.
Cash crops (such as cotoa, coffze and cotton), which have been
(and still are) mainly produced by small Farmers, have always been
an important source of foreign exchange earnings for Cameroon.

In the perspective of the post-petroleum era and in the face of an
annual rate of population increase of 3.2 percent, the challenqges
confronting the agricultural sector to ensure food
self-sufficiency and increased foreign exchange earnings are
enormous, Recent growth in both the food crop sector and the
export/cash crop sector have been well below the needed levels and
major overhaul of these sector appears to be recuired. The World
Bank estimated that the average annual rate of growth in
agricultural production amounted to 1.8 percent during the 1973-83
period while that of population growth was 3.1 percent. The FAO
estimated that the rate of increase in per capita food production
was +1.4 percent in 1965, -0.5 percent in 1975 and -2.0 percent in
1983. Although 1983-84 was a drought year, the decline in per
capita food production had already started in the mid-1970s.

The decline in the rate of growth in per capita food production
since the mid 1970s is not traceable to a repressive price policy
since prices of food crops (mainly plantain, roots/tubers and

/4
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cereals) are established in free-market trading. The sluggish
productivity gain in the food crop sector is traceable to
continued dependence upon labor intensive methods while labor is
migrating from the rural sector, a scarcity of appropriate high
vield technologies, limited production inputs and poor performance
in the distribution/marketing systems. Those problems are
exacerbated by the large number of small producers combined with
the quasi-inexistence of a functioning extension system and a
limited road network.

The deterrent to increases in cocoa and coffee production has been
caused, in large part, by insufficient production incentive in the
low, controlled farm gate prices. Even though producer prices
were raised by about 40 percent from 1980 to 1986 and price
premiums were granted, producers have not responded up to GRC's
expectations, GRC's policy has been to tax cash/export crop
producers via low farm gate prices and to transfer resources out
of the cocoa/coffee sector into other crops or development
enterprises,.

The lack of policy coordination among Ministries and the absence
of a well-defined agricultural pricing policy which is consistent
with the production objectives and deals comprehensively with hoth
inputs and outputs have interfered with growth in agriculture (see
Annex F for concrete examples).

IX1.3.3. Other Economic Sectors.

Manufacturing industries, the third largest sector of the economy,
are mainly involved in either the processing of local raw
materials or the processing and assembly of imported raw

materials. The major productive activities consist of Ffood
processing, production of beverages and tobacco products,
textiles, soap products and shoes,

metallurgical/mechanical/chemical products, cement and plastics.
Most production units are located in Douala, Cameroon's economic
capital.

Besides the problems associated with lack of skilled workers and
limited social infrastructure, two institutional factors also
interfere with the expansion of the manufacturing sector. First,
the cumbersome and time-consuming system of administered prices
imposed on manufactured products often leads tou financial losses
and hardship for manufacturing firms. Second, the GRC's
involvement in the management of the large number of semi-public
ventures that constitutes this sector has led to unsound financial
decision-making and important subsidies of questionable nature
that have sector-wide implications.

The construction and utility (electricity/gas/water) sectors have
been stagnant during the 1980-85% period. That stagnation in the
face of a rapid population growth and a significant rural-~to-urban
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migration results in difficulties in the housing sector and
increased pressure on social amenities. GRC's share of ownership
in the construction sector amounted to approximately 60 percent in
1985,

The data also shows the relative reductions in sizes of Ethe

transport/communication; - trade, and other services sectors. The ---

causes of those economic regressions have not been fully studied.
However, it should be noted that the system of administered prices
is also regulating the prouvision of services in the transport
sector and that these prices appear to be constraints on growth,
Furthermore, the Government's share of ownership in
transport/distribution was 5Y.5 percent in 1985: in the
hotel/tourism sector that share was assessed at 82.0 percent of
1985.

The banking sector has been experiencing serious financial
difficulties. Those difficulties are traceable to excessively
complex and restrictive regulations, undercapitalization and an
extremely high loan/equity ratio. GRC's involvement in the
banking/insurance sector reached up to 60.2 percent of total
ownership in 1985.

The banking sector's financial viability rested, until recently,
on the GRC support via large cash deposits. With dwindling
revenues from oil and cash crop exports since mid-1986, the GRC
has withdrawn a great deal of the cash deposited in commercial
banks. These GRC cash withdrawals have created a liquidity crisis
in the banking sector. USAID/Cameroon proposes, in the ALEPRP
Fertilizer Initiative, to alleviate the banks' liquidity prcblem
by injecting AID funds as well as GRC subsidy funds into the
commercial banking system.

While agriculture has high potential to be the medium-term engine
of growth for Cameroon's economy, the improvement in the
performance of the principal sectors should be stimulated for they
represent approximately 70 percent of GDP. Furthermore, it 1is
within manufacturing, construction, commerce, transportation,
banking and other services that potentials for capital formation
and employment creation are the greatest in urban areas. Growth
of those key sectors should be encouraged to meet the needs of an
urban population which is projected to grow at an annual rate of
5.5 percent during the 1Y986-91 period.

The important role of the GRC in the principal sectors, in terms
of share of ownership as well as management, is now under study by
a presidential commission. The need for reform of the public and
para-public enterprises was signalled in the VIth Plan and the

3%
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President has moved cautiously but progressively in that
direction. At this stage, the extent of reforms is speculative,
but there is a momentum building toward reforms in order to
realize improved performance of the economy.

Il.4. F1SCAL, MONETARY AND EXCHANGE RATE POLICIES.

The official central government budget has been slightly in
surplus since 1980. On the revenue side, however, there appears
to be too great a reliance on import duties and on taxes/royalties
associated with petroleum exports. Furthermore, the practice of
discretionary uses of revenues for extra-budgetary financing
introduces elements of uncertainty in the budgetary process and
problems of accountabhility.

The GRC's budgetary policy in 1987-88 recognizes the decline in
government revenues due to dwindling oil exports/price and
depressed international prices for cocoa, coffee and cotton.
Compared with the 1986-87 budget, the 1987-88 central government
budget shows a nominal decrease of 18.75 percent. The 1987-88
public investment budget was reduced by 26.47 percent. The
1987-88 public recurrent expenditures were cut by 13.04 percent,

The adoption of the 1987-88 austerity budget was also accompanied
by enactment of highly publicized presidential decrees to curtail
waste and inefficiencies in the public sector. Thus, the 1987-88
austerity budget and finance law mark the GRC's determination to
deal with the current economic slow-down and constitute a serious
decision for a general helt-tightening of the public sector to
weather the "crisis" created by depressed income. Those decisions
are consistent with the country's track-record of being a
reasonably good manader of the national economy.

Being a member of the Central African Monetary Area (CAMA) and,
therefore, of the FCFA zone, Cameroon ha: a basically passive role
in monetary and exchange rate policies. Within CAMA, regional
monetary considerations impose constraints on BEAC's decisions
vis-a-vis Cameroon. Uniform regional interest rates appear to
piace serious constraints on the banking systems' ability to meet
the specific needs of Cameroon.

Low ceilings on nominal interest rates in the face of double digit
inflation yield low or negative real interest rates which
discourage savings. In Cameroon, where the per capita income is
slightly above US$ 800, the rate of saving may not be negligible
as it 1is currently assumed by the BEAC (Banque des Etats de
1'Afrique Central). Indeed credit wunions, under AID funded
projects, have been successful in mobilizing financial resources

£
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in rural areas. Low ceilings on nominal interest rates pose also
an important welfare issue. There is an element of subsidy in
commercial bank credit which constitutes a transfer of real
economic resources from various economic sectors to a priviledged
group of citizens for investments in activities often not having
broad social benefits to the population.

Within the FCFA zone and CAMA, the money supply is determined each

year by National Monetary Committees operating within BEAC. In
addition, the BEAC 1limits borrowing for budgetary and/or
developmental purposes of member states. That limit is set at

twenty percent of the tax and non-tax receipts of the preceeding

vear. These limits on money supply and GRC's borrowing to finance
the budget deficit partly explain the relative control on rates of
inflation which prevail in Cameroon.

While recent World Bank and IMF reports point to an approximate
exchange rate overvaluation of 20 percent for Cameroon, it will be
extremely difficult to find a new FCFA-FF parity which will be
acceptable to all West and Central African countries of the FCFA
zone and France. It appears that Cameroon will have to use tax
and price policies to offset the detrimental distorting impacts of
the exchange rate overvaluation.

IT.5 THE 1986-91 DEVELOPMENT PLAN,

In the 1986-91 Development Plan, the GRC set the target average
annual growth rate at 6.7 percent. Given declining o0il
production/exports and depraessed international prices for
oil/cocoa/coffee/cotton, and the 1987-88 budget cuts, it 1is
anticipated that the actual average annual growth rate of

the 1986-91 period will be lower than 6.7 percent. An actual
average annual growth rate of approximately 4 percent for the
1986-91 period is more likely.

In the post-petroleum era, impetus to growth will have to come
from agriculture, manufacturing and other tertiairy sectors. 1In
recent estimates. the World Bank assessed that the following
sectoral growth rates will be needed to sustain an average annual
overall rate of economic growth of 4.4 percent for the 1987-91
period:

Average Annual Growth Rate

1987-91
Agriculture 3.8
Manufacturing 8.5
Construction -2.9
Services 5.2
Public Administration 0.8
GDP (excluding o0il) 4.4
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For agriculture, given an estimated average annual growth rate of
1.8 percent for the 1973-83 period, the attainment of a 3.8
percent annual growth rate for the period 1987-91 will require a
great deal more of corrective policy actions than those contained
in the Sixth Development Plan. A sluggish performance of the
agricultural sactor during the 1987-91 period will affect the
supply of raw materials to the agro-industry sector and will,
thus, impinge upon that sector's performance and thereby result in
a proportionately larger aduverse effect on the economy.

fhe 1986-91 Development Plan illustrates the GRGC's approach
through the conception of the EAMI program ("Promotion des
Exploitations Agricoles de Moyenne Importance/Promotion of Medium
Scale Agricultural Units") and PLIND program (Project des
Plantations Industrielles) in the agriculture sector which attempt
to increase cultivated land via medium scale, modern private
investments. Other initiatives such as the expressed willingness
to reform the fertilizer sub-sector in agriculture, the
management/financial rehabilitation program for the public sector
enterprises, as well as the liberalization of prices for locally
manufactured products fit into this new attitude of
liberalization, decentralization and privatization of the
economy. However, these programs and policy reforms will require
several years of implementation and gestation before producing
tangible results.

Furthermore, USAID/Cameroon helieves that the currently planned
programs and policy reforms have under rated the need Ffor
improvement of the established farm enterprises ac the quickest
rcute to enable agriculture to become the engine of growth of the
Cameroonian economy. What 1is needed are policy measures to
improve productivity/yield on existing FfFood/cash crop farms (such
as greater and more appropriate use of fertilizers, the
introduction of new seed varieties as well as improved
agricultural practices and the institution of a working extension
system) and a sound policy environment which is conducive to the
introdution/application of new technological advances and to
private investments into the rural economy,

2.4
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PART III. AN AGRICULTURE SECTOR OVERVIEW.

III.1, The Place of Aqriculture in the National Economy.

The previous section describes the macro-economic structure of
Cameroon and the contribution of the agriculture sector within the
national economy. The 1984 Agricultural Census provides a
comprehensive description of the components of the agriculture
sector and illustrates (a) the strong role of the export crops in
the farm enterprises of practically all regions of the country,
(b) a stagnation and in fact deterioration in the role of some of
the export crops in the farm enterprises, (c) the comparativly
good performance of the country in food crop production, (d) the
critical outward migration of the agricultural labor force, and
(e) generally poor performance of new crops and livestock as
alternative components of the agriculture sector . These data
also indicate that the agriculture sector has a good potential for
growth; the sector has extensive, commercial trading in cash and
food crops; there is some knowledge of inputs such as fertilizer,
pesticides and some mechanical equipment for processing; and there
is some development of rural trading infrastructure. The
literature describes a number of policy and institutional
problems, but there is consensus that the agriculture sector in
Cameroon has strong growth potential within an improved policy
environment.

III.2. Structure of the Sector,

The bulk of agriculture production in Cameroon comes from small,
family farms which involve 79 percent of the population of the
country, This traditional agricultural sector (i.e., small
producers with less than two hectares per farm, growing food crops
in association with cash crops and relying mainly on family labor)
produces the bulk of agricultural exports (mainly cocoa, coffee
and cotton) and nearly all of Cameroon's food production (mainly
plantain, roots/tubers and cereals).

In contrast with the traditional agricultural sector, the
so-called modern agricultural sector, sometimes referred to as
plantation agriculture, 1is characterized by an input-mix of
imported machines and hired 1labor set up for specialized
production of palm oil, rubber and bananas. The Agricultural
Census of 1984 indicates that 20% of the land area is organized in
farms of more than % ha., but no more than one-half of this size
group can be classified as the modern sector. The production
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figures show serious stagnation in these enterprisaes with the
exception of oil palm, however this commodity has not been a major
income source because of the depressed world market. The GRC is
an important share holder among the large plantations which
constitute the so-called modern agricultural sector.

The- GRC has been consistent in stating a policy of economic growth
which includes a major role for agriculture. The planned and
actual investments for each of the S-year Development Plans have
reflected this policy. Government institutions and parapublic
services have also been given important responsibilities for
fostering growth in the sector. Official attention has had a
noticable bias toward the export crops and their expansion has
been attempted through state programs, often with disappointing
results. On the other hand, the food crops have been generally
free of state involvement and have evolved in a free market
environment with relatively good performance. The good
performance of the food crop sector when compared with the
sluggish performance of state dominated export crops is a major
factor in the current shift of emphasis from state enterprises to
the private sector and market liberalization.

IIT.3 Major Farming Systems.

Farms in Cameroon are extremely diverse in terms of crop mix in
the different provinces as indicated in the tables 1-9.% The farm
sizes are surprisingly equal and small with an average of 1,74
hectares per Ffarm(2)** and with 80% of the land in Farms of less
than 5.0 hectares.(3) The cultivation of export crops ranges
from 5% of the land area in the Adamoua Province to nearly 60% in
the Center, South, Southwest and Littoral Provinces.(2) Table 4
demonstrates the importance of the major food crops in the
different provinces; for example, the minor role of corn in the
drier climates of the north compared with the dominant role of
corn in the other provinces of the country. The regional
differences are demonstrated in another way in figure 5 which
presents the regional specialization of the export crops with
cotton in the north, arabica coffee in the northwest and robusta
coffee or cocoa more widely cultivated in the central and south.
Figure 6 presents the commercial sales of both the export crops
and the food crops and demonstrates that commercial transactions
are an important element in all crop enterprises in the country,
The data on commercial sales indicates that the average farm has a
gross cash income of 166,000 Francs CFA per year ($553) and the
average for the Center, South, Southwest and Littoral is 308,250
Francs CFA per farm per year ($1,027)

* The tables are found in Annex B
** Numbers in parenthesis refer to tables of Annex B

o
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ITL. 4. Production Trends. .

The production trends for the agriculture sector can be evaluated
within four types of farming systems. The traditional or small,

commercial farmers producing both export and Food crops for market

through mixed state and private channels; the traditional or -
small, commercial farmers that produce an export crop under some
form of production agreement with a marketing organization; the
plantation sector which generally employs hired 1labor in a
large-scale enterprise; and, the subsistence farmers who are
somewhat beyond the reach of commercial infrastructure and
specialise in food crops and/or livestock. The trends for each
type of farming system differs. The small, commercial farmers are
tending to neglect their export crops in favor of increasing food
crop production to supply the growing urban markets. This group
includes farmers in the central and western provinces. The
producers of cotton and rice in the north fall in the second
category; small farmers producing an export crop under & contract
with a commodity development agency. Price and production
incentives offered through the production contracts for these two
crops have stimulated farm production, however the economics of
these development agencies has not been promising because of the

ceiling on their selling prices. The plantation sector has not
developed apparently because of both management problems and
highly competitive market conditions. The subsistence farmer

group 1is becoming a smaller segment as the government continues to
develop roads and other infrastructure which provide this group
with market outlets and needed inputs. The subsistence Farmners
move into either the first or second group depending upon their
location and the export crop market that is open to them,

1iI.4.1. Food Crops

The general *“irrend for food production in Cameroon can be rated
good, although it does not appear to have increased as fast as
population growth rate. Unfortunately, there are numerous
problems in the available time series data and conclusions must be
qualified. Because the bulk of food consumption is on the
producing farm and food sales are through unregulated markets,
there is, in fact, a minimum of analytical data. It is noted
however, that the Index of Prices for Food has risen only modestly
faster than the General Price Index suggesting that food supply
has generally expanded with demand. FAO data, however, indicates
that the growth in food production is slipping in recent years
when compared with the growth in population. The official import
data also indicates a rise in food imports, however many of the
import commodities are luxury goods in supply of rising standards
of living and the official reports do not provide adequate
information to segregate the basic foods for retfining the food
supply/demand balance sheet.
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The Agricultural Census of 1984 indicates that 62% of all
producers of the food crops sell some of their production and that
30-40% of the crop is sold as commercial production by those
producers. Farmers generally have an appreciation of the market
opportunity available to them and make shifts in their farming
system to take advantage of the food crop “markets., This shift
fFrom the export crops to food crops has also changed the roles and
responsibilities of men and women in the farming families; men
have shifted some of their labor to the food crops as these crops
have become more important income sources for the farm family.

The trend to increased food crop production has stimulated the
demand for food crop inputs. Farmers have applied coffee
fertilizer to the food crops in steadily increasing amounts.
Labor is used to cultivate the food crops rather than cut weeds
from the tree crops. Frequent reports about the progressive
ageing of the coffee and cocoa trees attests to increasing neglect
of these assets in order to concentrate the limited labor supply
on the most profitable enterprises. One also notes that the size
of the urban Ffood markets have kept pace with urban growth
attesting to an expanding group of entrepreneurs linking the food
crop producers with the consuming public. These are all healthy
trends that speak convincingly of the potential of private sector
enterprise in the rural sector.

IIT.4.2. The Export Crops

The key characteristics of the export crop performance are the
near stagnant performance of cocoa, the modest growth in
production of robusta coffee, the deterioration of arabica coffee .
production, significant growth in production of cotton, and
insignificant changes in the other crops. Several factors can be
mentioned as influential for the trends of the various export
crops. Cotton demonstrates the positive farmer response to
favorable producer price incentives. Unfortunately, the poor
world market for cotton in 1984-1986 led to serious financial loss
for the cotton marketing organization (SODECOTON) and some
retrenchment of services, however the GRC has maintained cotton
price incentives and production remains strong. With coffee and
cocoa, where the producers receive 40-60% of the world market
value for their production (see Tables B-9&10), production has
fallen as resources are diverted to other, more profitable
components of the farming system. The producer price sensitivity
of the coffee farmers is also clearly demonstrated in the shift
from arabica to robusta production in those areas where either
type of coffee can be grown. The inadequate differential in the
two prices, given the different crop productivity and labor
requirements, favors the poorer quality robusta. The shift to
robusta is indeed unfortunate for the country as there is gcod

3
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demand for arabica on the world market in comparison with a
surplus of robusta. Note in Figure 11 that carryover stocks of
coffee have risen dramatically in recent years and with the

current weakness in the worl~ market these stocks continue to grow
as current production significantly exceeds market quota. With
both coffee and cocoa at four-year record low prices in the world
-market, there-is serious -concern about -the  petential- of these- .-
crops to contribute to agriculture sector growth. The comparison
of coffee production systems in Cameroon and other countries also
indicates that the common, low input, extensive production system
in this country results in comparatively higher costs per kilogram
of coffee and consequently the long term competitiue position of
Cameroon is not favorable unless greater efficiency is introduced
in the coffee production and marketing systems (12

III.5. Factors Influencing Agricultural Production Trends.

The constraints to agricultural production include several
factors; a diminishing 1labor supply, inadequate market
infrastructure, limited high yield technology, and an inadequate
supply of inputs and services. The rural-urban migration which
has accelerated in recent years is seriously depriving agriculture
of an essential production input; human labor. Unless the returns
to agriculture increase significantly either through more
productive technology or higher commodity prices this trend 1is
expected to continue to the detriment of the agriculture sector.

The recent investments in a road network that now connects Yaounde
with Douala and Bamenda significantly improves the market
infrastructure for the food crops. Some c¢laim that market
supplies and prices already reflect the improved transportation
available in the last two years. Unfortunately, there is no
reliable time series data on market prices for food commodities
which can be used to confirm this opinion. However, 1logic
indicates that the infrastructure development strategy of the
government will be a favorable benefit for expanded production of
the food crops as well as the export crops. None the less, the
limited extent of the road network and the unsatisfactory quality
of most of the existing inter-village roads are limiting factors
on the improvement of productivity and efficiency of the sector.

There are also a number of promising research developments that
are expected to benefit expansion of food crop production. In
fact, some local reports from the 1986-87 crop season indicate
that improved technology is now making its mark. For example, the
farmers in the north were concerned by the sharp drop in sorghum
prices after the 1986 harvest which had benefited by both improved .
varieties and increased supply of inputs. Prices have remained
low right through the "soudure" to the planting time for the 1987
crop indicated good stock reserves. It is only the very tardy
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onset of the 1987 rainy season that seems to be driving prices
back up. Similarly, the price for maize in the northwest fell
sharply in late 1986 in a few local markets again because of the
generous supply at harvest, Favorable weather was an important
factor in the 1986 situation but improved varieties, some use of
fertilizer and better management were also obvious. These
‘experiences demonstrate that available technology has significant
potential for expansion of production. Unfortunately, the range
of these technologies is limited indicating that much more
research and development remains to be done to have broad impact
on the sector,

The supply of production inputs and support services is a more
troublesome element for the future. Thus far, farmers have
obtained their input needs for the food crops by diversion from
the export crops. For farmers this means that they have not
always had the most appropriate fertilizer. Also the extension
agents have tended to follow th. official sector policy of
emphasis on the export crops and have probably not provided the
best technology for the food crops in the farming system. The GRC
) 1s now considering reform of the parastatal organizations, b)
is undertaking a wide ranging study of cooperatives, c¢) has been
evaluating various proposals for reform of the extension services,
and d) has stated a policy of encouraging private sector services
in rural areas. These are all promising signs, but reforms must
be implemented in order to establish new growth rates for export:
and food production.

IIY.5.1 Cash Crops

The slow growth of cocoa and coffee production has been caused, in
large part, by low, farm gate prices. Producer prices were raised
by about 40 percent from 1980 to 1986 however, in the same period
the Index of Food Prices increased 51% and the General Economic
Indicators Index increased nearly 80% therefore it is not
surprising that the cash crop producers have not responded to
these price increases. GRC's policy, which continues to tax the
cocoa and coffee producers and to transfer resources to cotton,
‘rice, the large plantations or rural infrastructure such as farm
to market roads, has been counterproductive in meeting the goals
of increased export crop production.
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Table ITI.1 Price Structures of Cash Crops for the 1979-84 Period

Percentages of F.0.8B.:

Export Prices .

Cocoa: Robusta Arabica '
Farm gate price « - 47.3 43.0 40.9
Tax and marketing/transport costs 20.0 20.0 20.0
- Sub-total 67.3 63.0 60.9
- ONCPB levies 32.7 37.0 39.1
- o FOB prices 100.0 100.0 100.0

Source: World Bank, Cameroon - Country Economic Memorandum,
Report No. 6395-CM; February 18, 1987; p.9

The fall in coffee and cocoa prices in the world market since 1983
has progressively reduced the margin for ONCPB reserves, levies
and export taxes to near zero, however the GRC has chosen to
maintain produce prices at least for the 1987-88 crop vear., It
should also be noted that Cameroon production of Robusta exceeds
their marketing quota by 15,000-20,000 tons per year and domestic
carry-overs are now estimated at more than 75,000 tons. There is
some potential to expand Arabica sales, however cocoa, cotton and
other export crops are highly competitive in the world markets and
the objective of increased market share will require competitive
pricing and quality standards.

The GRC has also promoted the development of rubber, oil palm,
export bananas, export pineapples and other commodities in
attempts to broaden its export earning base. These operations
have not been particularly successful for two main reasons.
First, the world market for export commodities is becoming
increasingly competitive and market expansion 1is increasingly
difficult. Second, the management of these operations has not
been successful in achieving the project output and profitability
targets. There continues to be reason to believe that Cameroon
has a comparative advantage in production of a wide range of
agricultural commodities, however there is also strong evidence
‘that it will be necessary to greatly improve the management of the
agro-industries if they are to successfully compete in expanding
their share of the world market.

IIT.6. Agricultural Sector Objectives.

The Sixth Development Plan (1986-91) stresses the importance of
modernizing the rural sector and establishes two principal
national goals; ensure food self-sufficiency and adequate
provision of agricultural raw materials to the agro-industrial
sector for export. The Plan specifies an annual growth rate of
the national economy of 6.7 percent. This targeted growth rate
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would increase the agricultural share of GDP to 31 percent by
1991. - In order to achieve the desired national growth rate, the
required rate of growth of the agricultural sector is estimated to
be about 3.8 annually.

Given the historical annual growth rate of 1.8 percent for the
agriculture sector during the 1973-83 period, "the attainment of a
3.8 percent annual growth rate will require some bold policy
actions and much more effective investments.

Unfortunately, the VIth Plan had been approved only a few months
when President Biya announced the 1987-88 budget proposals which
reflected the serious financial situation of the treasury. The
budget however, did provide some increase in the agriculture
accounts even though the overall budget took a 20% cut. The
President's policy places increased emphasis on the theme of the
VIth Plan; development in the future must depend increasingly on
decentralized administration, a more active private sector, and
fewer, more efficient state enterprises.

ITY.7 Major sector investment programs and institutions.

Area development projects such as the projects in the Southwest,
the East and those specializing in river valley development will
continue in the development strategy for agriculture and rural
development, but they no longer hold the prominent position of
previocus years. Attention 1is shifting to production and
productivity in the established farming enterprises, improvead
cooperative services, improved research, improved seced supply,
better crop protection and similar themes. The official programs
to establish the medium-scale farming enterprises are a new theme
in the light of their potential to achieve increased land and
labor productivity.

ITXI.7.1. Production programs

MINAGRI launched in July 1986, with FAO support, a program aimed
at increased food production via the development of medium-scale,
modern farm enterprises. The EAMI program ("Promotion des
Exploitations Agricoles de Moyenne Importance"/Promotion of Medium
Scale Agricultural Units) is expected to attract a modern farmer
group by assisting in the establishment of larger and more
efficient farming units.

The objective of the EAMI program is the creation of 3,000
agricultural production units covering an estimated area of 50,000
hectares over the 1986-91 period at an estimated total cost of
FCFA 52 billion (US$ 173.3 million). MINAGRI has earmarked 32.5
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percent of the estimated EAMY program cost to facilitate the
creation of the new farms (clearing the land and building access
roads and drainage facilities) and will provide the rest of the
funds as subsidized credit for working capital. This 1is an
expensive program that does not appear to have a favorable
cost/benefit ratio.

Assuming that the EAMI program will be fully and successfully
implemented by development of uncultivated lands, an increase of
50,000 ha of cultivated land where the cultivated area was
estimated at 1,806,000 ha in 1984, will represent a mere 2.8
percent increase in hectarage and will contribute little impact on
production in the near future. On the longer term the program may
have considerable value if it mobilizes a more dynamic
agricultural management group, reverses the agricultural labor
migration and stimulates the application of high yield
technology. These farms will require improved inputs and
services; such improved supply and support facilities for the EAMI
may have the greatest impact in raising productivity on existing
farms. : :

The GRC intends to raise output in the export/cash crop sector by
a second program to establish medium-scale coffee and cocoa
plantations under private sector management. Indeed, under the
initiative of the National Produce Marketing Board (ONCPB), a
program to promote the creation of medium-scale plantations -
PLIND (Projet des Plantations Industrielles) - is bheing
implemented. Under the PLIND program, ONCPB will reauire
accredited private cocoa and coffee marketing agents to inuvest in
the creation of cocoa or coffee plantations as a condition to
preserving their marketing quotas. However, under the best
circumstances, the newly created PLINDS will not produce cocoa and
coffee prior to 1990-91 for it takes cocoa and coffee trees £4-5
years bhefore they hear fruit.

Assuming that ONCPB/MINAGRI will successfully implement the PLIND
program, USAID/Cameroon understands that approximately 60,000 ha
would be brought into cultivation during the 1987-91 period.
Given that the cultivated area devoted to cocoa and coffee was
767,165 ha in 1985-86, the incremental hectarage under the PLIND
program will only represent 7.8 percent. While there are serious
conceptual and economic problems with this proposal also, it
demonstrates the new attitude about the private sector and an
interest in encouraging improuvements in the scale of operation,
type of management and applications of improved technology in the
agricultural enterprises of the country. These attitudes can and
will benefit all farm groups and provide a new environment for the
rural entrepreneurs to improve the services that they provide to
the agriculture sector.

r
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II1.7.2. Agricultural Credit

Production systems in Cameroon may be expanded by increasing the
supply of cash for hiring labor needed to clear fields and to
harvest crops; when seeds or seedlings need to be purchased; when
Fertilizer must be procured and when tools need to be repaired or
replaced. 1In parts of the country, some of these cash needs come
at a time when farmers' liquidity is low.

Rural finance studies show that there are significant savings in
Cameroonian farm families. Saving rates have been estimated to
range from a low of 11-13 percent of income in the North to a high
of 28 percent in more fertile cash cropping areas on the West.
Savings may be in the form of livestock, in informal credit
associations called “tontines", in savings and credit unions and
to a lesser extent, in cooperatives and the commercial banking
system. These self-generated savings are rarely used to cover the
farmers' production needs.

Sources of production credit are primarily crop marketing
organizations (cooperatives, parastatals and some traders) which
provide dinputs to cash crop farmers on a credit basis. The second
most 1important sources of credit are informal sources such as
friends and relatives, wvillage "tontines" and credit unions.
Commercial banks are poorly organized for providing smallholder
credit and the public sector credit institution's performance has
been so poor that it is being disbanded.

The need for production credit will likely increase as the
fertilizer subsidy is removed and can be a critical constraint to
expanding fertilizer use in future years. However, smallholders
already are procuring substantial amounts of fertilizer at prices
significantly above the subsidized price. 1In the short-term, sale
of fertilizer is expected to at least maintain current levels as
availability improves. 1In the longer-term, a sound and effective
agricultural financing institution to serve rural savings and
credit needs can substantially improve the use of inputs and the
productivity of agriculture.

ITII.7.3. Agricultural Extension

Numerous studies of the agriculture sector have reported the need
for improvement of the extension services. The MIDENO and
SODECOTON projects demonstrate how this may be done. The
extension study jointly undertaken by the World Bank, FAO and
USAID will provide a new series of recommendations for a national
strategy. The extension service can become an important
complement of the national development strategy,
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ITI.7.4. Agricultural Research

The GRC has devoted a significant, though small, percentage of
national resources to agricultural research and has built up a
sizeable staff and impressive facrilities for this work. Until
‘recently -this investment was fotussed upom the export crops. The "~
National Cereals Research and Extension project established a
strong focus upon the cereals crops and the new Roots and Tubers
Research Program broadens the coverage of the food crops. The
Testing and Liaison Units have demonstrated that available,
improved varieties can increase farmers yields by 30-100%.
However, this is a comparatively modest accomplishinent in relation
to the diversity of soils, climates and farming systems in the
country. The strong research base however, is a real asset for
future growth of the agriculture sector and is expected to meet
the farmers demand for higher yield technology as they invest in
agriculture expansion.

III.7.5. 1Institutional Framework

While product price is an important variable which determines
producer's behaviour, input price and the relation between input
price and output price are also critical. The GRC does not have a
well-defined agricultural pricing policy which deals
comprehensively with both inputs and outputs or cross price

elasticities. Furthermore, the lack of policy coordination among
the various Ministries that influence ingu®: or output pricas is
also a probiem. The record is full of piece-meal policy decisions

which have failed to produce the desired impacts. While MINAGRI
(Ministry of Agriculture) is responsible for the determination of
agricultural input prices, including input subsidy, it is MINCI
(Ministry of Commerce and Industry) which has developed the
recommendations for export/cash crop prices every year. It has
been USAID/Cameroon's observation, in the course of the dialogue
on fertilizer issues, that MINAGRI has consistently been dealing
with input price/input subsidy and policy in abstraction of
product price policy. While the ultimate responsibility to raise
cocoa and coffee production has been placed under MINAGRI, it has
been (and still is) MINCI which determines farm gate prices for
these export/cash crops which is the key to the farmer's interest
in increasing production,

ITI.8 Activities of Other Donors in the Agriculture Sector
and their interests in_ Input Supply and Policy
Reform.

The agriculture sector receives generous assistance from many
donors. In many of the donor portfolios the regional development,
commodity based projects have been important, particularly for
cotton, rice, coffee and cocoa. There have been several joint
efforts by donors in particular localized projects such as French
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and German cooperation with assistance to cocoa cooperatives and
the FAO and Canadian cooperation in recent analysis of the
fForestry sector. The following is a brief summary of the sector
activities from the point of view of tinput policy and
distribution. Anyone interested in a more complete study of donor
activities in the agriculture sector is referred to the annual
reports of UNDP, ' ' o - ‘

The World Bank currently has a heavy investment in the improvement
of coffee and cocoa production. The 1integrated, regional
development project in the central-north zone has been completed,
The buildings For the Agriculture University Center at Dschang
have also been recently completed. Planning is now underway for
an agricultural sector review to be jointly undertaken by the
World Bank, GTZ and USAID. The project documents of the World
Bank mention the USAID fertilizer proposal to progressively reduce
subsidy for fertilizer as an important factor in the economic
reform of both coffee and cocoa production which will improve the
performance of the World Bank projects.

The African Development Bank has been active in the support of
infrastructure, including the road network, and has recently added
the Southwest Province - Development Project to their portfolio.
The AfDB staff is also interested in their participation in the
agricultural sector review.

The French aid programs have provided important assistance For
rice and cotton development agencies, for the cocoa cooperatives,
for rural infrastructure, for research including the tree crops

and for agro-industrial enterprises. The French assistance has
favored the parapublic development enterprises and large
integrated development projects. They have not abandoned the

projects of this type because of the modest accomplishments and
unsatisfactory economic performance, but they have not initiated
any new activities of this type. The French have been heavily
involved in the UNDP led, multi-donor interest in cooperative
reform with particular attention being given to the husiness
management of the cooperative enterprises. These efforts have the
potential to significantly improve the retail market outlets for
fertilizer supply to large numbers of coffee and cocoa farmers,

The British aide program has focused more at the level of the
rural community; roads, schools, health services and recently
rural electrification. A discussion with the representative of
the Commonwealth Development Corporation (CDC) concluded by noting
the strong mutual interests in the fertilizer supply system as a
key rural enterprise. The CDC plans to coordinate their future
development efforts with the type of market-oriented activities
which is represented by the USAID fertilizer sector reform.

38



-33-

The Canadian aide program is currently focused upon forestry, land
use planning, industry and infrastructure such as water systems,
railroads and roads. The Canadian aide program interfaces with
fertilizer subsector reform at two points; improving the
infrastructure services and improving the planning base for rural
expansion. ' o T o

The German aide program has specialized in the cooperative sector
and provided an excellent study of rural credit. The cooperative
and credit consultants have provided a considerable amount of very
useful data about the potential Ffor reform of rural services which
has been factored into USAID planning for the fertilizer sector.
The German Aid Program also supported a transportation study for
Cameroon that is an excellent reference document for planning
improved fertilizer supply movements.

The FAO and UNDP programs have covered a wide range of studies and
specialized technical assistance services which have included
soils research, improved -seads supply, agronomic research,
agro-forestry planning, cooperative development, etc. Many of
these assistance activities have been specialized and focused upon
a technical level rather than policy level problem. However, both
agencies recognize the need for policy reform in input supply and
have recently focused their attention upon the cooperatives. The
UNDP is currently providing multi-donor leadership with the
Ministries of Agriculturs and Plan in a comprehansive reappraisal
of cooperatives and their development strateqy. There 15 full
appreciation of both the problams and potentials of cooperative
reform within this multi-donor group. It is an effort that USAID
has joined in a modest way to ensure timely coordination with the
fertilizer reform assistance and with other elements of our
agriculture program.

PART IV. THE FERTLIIZER SUBSECTOR

IV.1. Fertilizer Use in Cameroon.

The IFDC survey data indicated that fertilizer use in Cameroon has
grown substantially over the past decade. From 1975 to 1985,
fertilizer consumption increased from 85,700 MT to 105,100 MT
which represents an annual growth rate of 5.2%. Fertilizer
consumption peaked at 124,066 MT during the 1983/84 crop year and
has fallen off since then. Much of this growth is attributable to
subsidized fertilizer which increased from 14,800 MT to 65,300 MT

Y
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over that period, representing an annual growth of 16%. While
fertilizer consumption rose impressively, serious supply problems
set in over the past three years due to inadequate funding for th
subsidy and importation/distribution delays by the agency
responsible for the subsidized fertilizer.

The most coimmonly used fertilizers are sulfate of "‘ammonia (SA) an
the mixture 20-10~10. For the five-year period starting with the
1980/81 crop season, AS made up 45% of all subsidized smallholder
fertilizer; the 20-10-10 mixture constituted 47 % and Urea only
8%. Due to the 1limited use of urea and other high- analysis
fertilizers, the typical nutrient content of Cameroon's imported
fertilizers is fairly low, averaging only 21-8-12 during 1984/85,

Table IV - 1 : Changes in relative inportance of five major
fertilizers used in Cameroon, 1980/81 to 1984/85 (in percent).

Fertilizers 1980/81 1981/82 1982/83 1983/84 1984/85
21-0-0 (AS) 38 - 30 36 31 15
20-10-10 17 35 31 38 26
UREA 8 5 6 7 16
KC1 11 10 - 8 7 8
15-20-15-6S-18B) 14 11 12 10 10

15-15-15-65~18)

Source: Derived from IFDC Survey.

Geographically, subsidized fertilizer use is concentrated in the
West and Littoral provinces, although the amount used in the
Littoral province may be overestimated. Unsubsidized fertilizers
are used mostly in the Northern Prouvinces. The following table
shows the geographic distribution of Ffertilizer in 1984/85 and is
consistent with data for prior years.

Table IV - 2: Subsidized and Unsubsidized Fertilizer Use by
Province, 1984/85.

Province Subsidized Unsubsidized Total

Center and South 994 0 994
West 20,896 (1) 0 20,896
East 1,425 5,085 6,480
Northern Provinces 5,164 22,020 (3) 27,184
Littoral 27,257 (2) 9,245 36,502
South West 3,868 4,404 8,272
North West 4,728 0 4,728
Cameroon Total 64,332 40,724 105,056

Source: IFDC Survey.

Notes:

(1) ©f which 20,296 was procured and distributed by UCCAO.

(2) Of which 16,668 was procured and distributed by regional
cooperatives

(3) All of which was procured and distributed by SODECOTON,
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Farmer knowledge of fertilizer and its use are fairly widespread

in Cameroon, One third of all farms use some chemical
Fertilizers. 1In the West Province, the usage rate rises to 75% of
all farms. Of the farmers who use either organic or chemical

fertilizer, over half (52%) apply it to food crops. Although
subsidized chemical fertilizers are intended for coffee and other
cash crops, there appears to be a significant diversion of coffee
Fertilizers for use on food crops in the West and Northwest
Provinces. Due to the greater profitabhlility of maize, other food
crops and vegetables relative to coffee, it is a good management
to have fertilizer shifted to food crops by either direct
application to the food crop or through intensive intercropping of
the food crop within the coffee plantation. The observed pattern
of fertilizer use demonstrates that farmers have a good idea of
the economics of fertilizer use. Recent interviews suggest that
the leakage of coffee fertilizers into food crops and vegetables
may represent from 50 to 90% of consumption in some areas.

The profitability of fertilizer application on maize and vegetable
crops appears quite high. Annex C provides a detailed economic
analysis of the use of fertilizer in the farming systems of the
central, western and northern provinces. Even more importantly,
the private maize marketing system is well-developed in the region
and can easily accommodate additional production. As a result of
availability of Ffertilizer and improved varieties, maize
production has increasad in the Northwest Prouvince by 25%% since
1984 with no strain on the marketing system or softening of matize
prices. As for vegetable crops, the returns appear even higher.
In areas where marketing channels exist, the leakage of coffee
fertilizer into lowland vegetable production may be as high as
100%.

IV.2. The Economics of Fertilizer Use in Cameroon.

Farmers will only use fertilizers if the financial returns from
improved yield are sufficiently high relative to fertilizer
costs. As the application of fertilizers involues an element of
risk, it is commonly accepted that farmers expect at least a pay
off of FCFA 2 for every FCFA spent on fertilizers. In other
words, a benefit/cost (B/C) ratio of 2 is required to induce
farmers to use fertilizers.

The steady 5.2 percent annual growth rate in fertilizer use during
the 1975-85% period 4is indicative that financial returns to
fertilizer expenditures were satisfactory to farmers. Estimates
of B/C ratios for selected crops presented in Annex C appear to
corraborate that hypothesis.
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Indeed, using data from research stations for Ffarm plots with
improved seed wvarieties and wvarious 1levels of subsidized
fertilization B/C ratios Ffor maize, sorghum, rice and coffee are
between 4 and 10 (see summary table below). Financial returns of

400 to 1,000 percent can be realized relatiue to the costs oF'_M“

subsidized fertilizers:,

Tabhle IV -~ 3 B/C Ratios for Varioius Crops Under Different
Assumptions

B/C Ratios

Subsidized Non Sub-
Fertilizer sidized

Fertilizer

Crop, Location
Maize, North West Province 5,98 2.33
Maize, Center Province - Yaounde 7.98 3.50
Maize, 3 Province Average 4.15 1.70
Maize after groundnut, average of 5 areas 7.17 2.78
Maize after cotton, average of 5 areas 8.31 3.10
Sorghum, North and Extreme North Provinces 5.89 2.27
Rice, irrigated/dry season, Extreme North -

Province 8.93 3.31
Rice, irrigated/rainy season, Extreme North

Province 10.45 3.82
Rice, irrigated, West Province 8.16 3.05
Arabica coffee 8.76 3.26
Robusta coffee 5.84 2.28

Source: Annex C

Since the 1986-87 average price of subsidized fertilizer is FCFA
45 per kg and the estimated farm gate cost of non-subsidized
fertilizer would be FCFA 135 per kg (FCFA 120 per kg in the North
West Province and FCFA 150 kg in the North and Extreme North
Provinces), Annex C carries sensitivity analysis to compute B/C
ratios under the assumption that, other things remaining constant,
fertilizer price would be tripled. With non-subsidized
fertilizers, B/C ratios for maize, sorghum, rice and coffee are,
except in only one instance, between 2.27 and 3.82. The maize's
average B/C ratio for one case drops to 1.70.

The fertilizer subsidy was initially introduced by the GRC as both
an incentive to promote fertilizer use and as an income support
device to compensate for the comparatively low commodity price
fixed for coffee. The GRC wanted to encourage the use of
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fertilizers among small coffee growers with the ultimate objective
of expanding coffee production. Now that fertilizers appear to be
a well accepted agricultural input among Cameroonian farmers and
with the highly favorable B/C ratios at unsubsidized prices, there
is questionable benefits from the continuation of subsidy as a
promotional device.
Fertilizer subsidy was granted at a budgetary cost of FCFA 9.72
billion (US$ 24.30 m.llion) in 1984-85. The 1984-85 subsidy rate
amounted to 79.1 percent of total delivered cost. IFDC estimates
show that, if the current subsidized system continues until 199s,
that system might distribute 110,200 mt of fertilizers (64,300 mt
in 1984/85) at an estimated subsidy cost of FCFA 16.70 billion
(US$ 41.75 million) in constant 1984-85 prices. This level of
subsidy is not sustainable for the treasury of Cameroon and a new
system of supply and pricing is needed.

Iv.3. The Fertilizer Supply System.

There are three main circuits of fertilizer distribution in
Cameroon. First, a government-run network delivers subsidized
fertilizer to smallholders and handles about 60% of all fertilizer
supplies. Second, a group of quasi-public corporations,
smallholder development agencies, and cooperatives provide largely
unsubsidized fertilizers to farmers. This circuit accounts for
about 30% of total fertilizer consumption. Thirdly, there are
private kraders and importers who provide fartilizer to end-users
through purely private channels. This arrangemant supplies about
10% of the total amount of fertilizer used in Cameroon.

IV.3.1. The Subsidized Fertilizer Supply System

The Government circuit for supplying subsidized Fertilizers has
been encumbered with the complex procedures of many different
actors within the public sector. The principal actors were:

- The Ministry of Agriculture and its specialized
agencies:
® -FONADER (National Rural Development Fund)

~Direction of Agriculture

-Smallholder development agencies or projects

-Provincial extension services

. -Provincial cooperatives

in estimating users' need, making subsidy disbursements
allocating import quotas and allocating subsidized
fertilizers among eligible recipients,

- vThe Ministry of Commerce and Industry and its
specialized agencies including ONCPB in granting import
licenses,
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- The Ministry of Computer Services and Public Contracts
in’ placing the orders for delivery with importers,

- The Ministry of Finance in allocating *he subsidy funds
from the national budget or approving financial transfers
from one of the national agencies, and

~ The Presidency of the Republic when funding is required
from the non-budgeted resources of the government,

IV.3.1.1 Physical Flows of Subsidized Fertilizers:

1, Smallholder fertilizer needs have been estimated by the
provincial service of the Ministry of Agriculture in conjunction
with cooperatives, the staff of projects and development
agencies, Provincial needs were forwarded to the Ministry of
Agriculture where the Direction of Agriculture compiled national
estimates of fertilizer need and prepared the technical dossier of
subsidized fertilizer requirements. These estimates were to be
prepared in November for the crop season starting in June of the
following year. This submission proposed a farm-gate selling
price as well as cooperative and other Ffees for the annual
subsidized fertilizer supply program,

2. FONADER took the technical dossier of subsidized fertilizer
needs and estimated costs and submited it to ONCPB, the Presidency
and the Ministry of Finance to obtain the fFinancing needed for the
fertilizer subsidy. The amount of financing For the subsidy
payment was decided upon by an interministerial committee, The
dossier with the approved amount of the subsidy was then returned
to the Ministry of Agriculture for quantity revisions based upon
the amount of available financing. This process required several
months with the result that the level of the annual program was
not known until April or later. The revised dossier then became
the basis for the contracting documents for procuring fertilizers.

3. The Ministry of Computer Services and Public Contracts was
responsible for requesting and evaluating supply tenders and for
the award of procurement contracts. In theory, tenders were
requested in mid-August for fertilizer expected to arrive in
February-March of the following year. Tenders were supposed to he
submitted not later than mid-September and contracts were to be
awarded by mid-November. However, firm orders were often not
placed until April as is noted in the description of the previous
step therefore the price quotations contained considerable
margin. Unfortunately, breaches in this schedule were more often
the rule than the exception and delays in the tendering process
have become progressively worse. Once the procurement contracts
were let, the receipt and forwarding of fertilizer became the
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responsibility of FONADER. However, before the importer could
order the fertilizers under the established contracts, he was
required to obtain an import licence from the Ministry of Commerce
and Industry. The licence was issued for the types, quantities
and prices of the fertilizers contained in the procurement
contract,

4. When the fertilizer reached Douala, FONADER took delivery from

the importer and made ad hoc allocations for inland mouvearents
because the quantity then on hand had fallen short of the
estimated needs. With the exception of UCCARO, FONADER arranged
shipment by private carrier to various regional distribution
points and thereby maintained the uniform pricing formula for Lhe
country.

5. Final distribution of subsidized fertilizer was channeled to
smallholders through several different institutions: (1) the
cooperative structure; (2) development agencies or projects; and
(3) the provincial extension service. Title to the fertilizer
remained with the Ministry of Agriculture/FONADER and cooperatives
or development agencies received a commission for distributing the
fertilizers. The amount of the commission rarely covered the cost
of distribution.

IV.3.1.2. Financial Flow for Subsidized Fertilizers:

Provisions of the procurement contract between the GRC/FONADER and
the private importers of subsidized fertilizers stipulated the
Following payment schedule:

30% down payment at the time of contract execution,

40% upon arrival of the merchandise at the Port of Douala,

30% 45 days after the delivery of the fertilizer to FONADER or
the designated cooperative or other distribution agency.

In principle, to finance the cost of the fertilizer and its
distribution to r2gional warehouses, FONADER had available (1) the
amount of the GRC subsidy, (2) the amount of the smallholder
credit financing available through the FONADER system, () its own
operating reserves, and (d) income from prior year fertilizer
sales paid ir by cooperatives and other agencies.

FONADER was supposed to pay importers their initial 30% payment of
the procurement contract amount at the time that the contract was
issued and the second 40% payment when the fertilizer landed in
Douala. These two payments roughly corresponded to the amount of
the GRC subsidy payment to FONADER and which, in theory, should
have been available to FONADER when the contracts were let. The
remaining 30% due importers within 45 days after delivery, was
supposed to be collected when FONADER delivered fertilizer to

45
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regional distributors (cooperatives, development agencies,
projects, etc.). Unfortunately, cooperatives generally delivered
Fertil}zer on credit, expecting to settle the farmers account when
payment was received for coffee, and they did not have cash income
until the coffee accounts were settled.

Initially, distributors were expected to take delivery of
fertilizers at FONADER's port warehouse and finance the cost of
in-land transport themselves. Few distributors proved capable of
this payment and FONADER agreed to organize and finance the
transportation of Ffertilizer to regional warehouses, thereby
increasing the amount of costs subsidized by FONADER and/or the
GRC. In addition, distributors were allowed a 10% margin for
retail distribution and marketing costs. Hence, for a ton of
fertilizer delivered to a regional cooperative, FONADER was
remitted FCFA 36,000 for fertilizer priced (in theory) to farmers
at FCFA 45,000 and costing at that point in 1986 an estimated
average of FCFA 135,000 per tonne.

FONADER 's financial position appears to have deteriorated over
the last several years due to poor management, questionable loans,
and haphazard reimbursements by cooperatives and other clients,
Today it has few reserves to draw upon for fertilizer marlk:i ing
operations and this fact coupled with delays of the GRC in making
subsidy payments to FONADER have resulted in only 15,000 MT of
subsidized fertilizer being available at mid-July 1987, The
targeted quantity for the 1986-8Y crop year was 110,000 MT.

IV.3.2. The Non-Subsidized Fertilizer Supply System

Almost all non-subsidized fertilizers are imported and distrihnted
by SODECOTON (cotton parastatal) to small cotton producers.
SODECOTON's fertilizer procurement and distribution system 1is
self-contained and self-supporting. SODECOTON provides full cost
fertilizers (and other inputs) on credit to farmers at Lhe
beginning of the crop cycle. Farmers reimburse SODECOTON for the
purchase of fertilizers (and other inputs) on the sale of their
harvests,

IV.4. The Problems of the Subsidized System

At the existing high subsidy rates, the budgets which the CRC has
been able to appropriate have provided much less fertilizer than
farmers have wanted to buy. From the viewpoint of smallholders,
these shortages are the most serious defect of the present
system, With the current average subsidized price of FCFA 45 per
kg some farmers acquire small quantities of fertilizers outside
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the official subsidized supply system at prices of FCFA 60-90 per
kg but supplies are irregular in this channel and the channel does
not satisfy current demand. This inadequate and untimely supply
is a serious constraint on production and an equally serious
credibility problem for the government as manager of the system.

Because the institutional system for financing, tendering and
delivery is so complex, subsidized fertilizers uwere frequently
delivered so late that their effectiveness was greatly reduced.
As a result, smallholders harvested less than they could 1if
Fertilizers were delivered in a timely manner. Finally, Ffrom the
immediate perspective of the smallholders, the gouernment
Frequently delivered sub-optimal kinds and amounts of fertilizer,
The types of Fertilizer which arrived through the system were
distributed regardless of soil conditions or crops Lo be
fertilized. Although agricultural technicians did play a role in
the initial estimation of demand, the revision of quantities and
delivery scheduling often deviated significantly from their
recommendations and, the feedback mechanisms from the farmer was
not responsive or efficient in reacting to the changing demand for
fertilizers.

The distortions caused by the system which handled the subsidized
fertilizer reduced potential smallholder output, Subsidies
distorted relative prices and lowered particular input costs, thus
causing substitution of subsidized inputs for nonsubsidized ones.
Laber, in particular, was the unsubsidized input most likely
injured by this substitution offactk.

IV.5. Restructuring the Subsidized Fertilizer Supply System

An improved system for management of fertilizer supply moues the
GRC and FONADER out of the delivery system and places the
responsibilily upon private-sector fertiiizer marketing
arrangements formed between importers and distributors. The
existing importers appear to have well-established channels for
arranging supply and handling movements up to and through the port

at Douala. There are a number of organizations and enterprises,
including the cooperatives, who can handle ferlilizer
distribution. These fertilizer marketing arrangements can d. uulop

multi-year plans for the import and distribution of fertilizer
under a tree-market envir:...ment,

MINAGRI will continue to monitor rural requirements and will
monitor fertilizer movements to ensure that the requiremenls of
various zones are met by the new system. Where a zone is
inadequately served, the Ministry will encourage new or expanding
marketing organizations. The new role of the Ministry will be
that of promotion and expanded market information rather than
operations and control.

SIx
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Working capital will be a critical constraint of the new S bom,
primarily because of the 1liquidity problems in the commercial
banks in Cameroon at the moment. The banks provide commercial
banking services and have a healthy attitude in respect to the
rural sector and have expressed strong interest in a greatsc role
assuming their financial position can be improved. Thus, an
expansion of their financial resources can be reasonably m.iayged
within their existing structures.

Fertilizer marketing organizations would apply for credit direckly
to a commercial bank on the basis of a well-defined plan to market
Fertilizer. The banks would require a sound analysis of demamdl at
a proposed selling price; evidence that the physical facilities
and personnel exist to stock, store and sell the planned v..01me;
and evidence that the desired fertilizers can be obtained and
imported at a reasonable price to make the enterprise viable. The
bariks will be expected to evaluate these proposals as commercial
ventures and establish reasonable credit Lerms based upon iheir
expectations of the profitability and risk in the enterprise. The
marketing organizations may be composed of cooperatives, medium or
small scale entrepreneurs, truckers and/or others. The banks
should be encouraged to include some diversity in Ltheir porifolio
in order to expand the supply of fertilizer as rapidly as

possible. At the same time, the banks must be concerned !hat
credit applications show adequate evidence of sound planning to
keep their credit risk within reasonable limitks This o/ it
program will require flexibility in order to best seruve the wide
range of conditions encountered in the fertilizer markeal in
Cameroon, .

IV.6 Financing the Phase-out of the Subsidy

It 1is proposed that during the phase out of the subsidy Ffor
fertilizer the government establish its price-subsidy objectives
on an annual basis and channel the available subsidy funds through
the banking system according to clearly announced rules., It will
be necessary for the Minister of Agriculture to advise the
industry regarding reasonable price objectives, supply objectives
and recowmend the level of subsidy based upon the policy
objectives of this reform program. The available funding will be
allocated by the Ministry of Finance to the commercial banks for
application to the fertilizer sales program. It 1is proposed that
when the fertilizer marketing organizations show evidence of
fertilizer shipments to the rural outlets, the applicable subsidy
payments can be credited to their accounts and used to off-et an
appropriate portion of their loan obligation with the banks.

\‘
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The basis for the calculation of the subsidy will be the farm gate
cost of the delivered fertilizer material. It is proposed to
establish an average rate of subsidy based upon the cost records
for the previous season. The average farm gate price will be
calculated based upon the formula ((1 - S)(Pi + Dc)) where S 1is
“the rate of subsidy, Pi is the average C.i.f. Douala price, and Dc
is the average for the total of the port, transport and storage
costs for delivery of fertilizer to the farm gate. The payment of
the appropriate subsidy will be made to the marketing
organizations upon their presentation of appropriate documents
indicating the delivery of the fertilizer to the retail points in
their system. Payments will be equal to the average subsidy
amount for each unit of fertilizer delivered. The calculation of
the amount of the subsidy to be paid each season will be the
responsibility of the Ministry of Agriculture and will be based
upon the cost history for the previous season as reported by the
fertilizer marketing organizations and as modified by the
availability of funds to establish the fertilizer subsidy fund.

V. The Fertilizer Sector Reform Program.

v.1, Objective nf the Reform Proaram

The objective of USAID intervention during the FY 1988-92 period
is to ensure the timely availability of fertilizers for export and
food crop producers at the lowest possible costs to the GRC and to
small farmers, The ultimate goal of that intervention 1is to
increase agricultural productivity, to raise small farmers'
income, to improve the efficiency of the major agriculture sector
sources of foreign exchange earnings, and to improve food
self-sufficiency in the face of a 3.2 percent annual population
grewth., This program fits into the USAID Development Strateqy for
Cameroon by ensuring the supply of a vital production input for
the application of better technology, that is, the program will
@nable the country to wvalorize its investment in research and
other development activities.

To achieve this objective, USAID/Cameroon will condition the
disbursement of AID funds to:

- (1) the 1liberalization of fertilizer importation
and distribution.

- (2) the phased elimination of the fertilizer
subsidy, and,

- (3) continued expansion of the private sector in
fertilizer and other input distribution
services.

/T
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The liberalization of the procurement and distribution of
fertilizers will improve the timeliness of fertilizer deliveries
to farmers and induce private sector investments into the
fertilizer sub-sector. Cost savings in the importation and
distribution of fertilizers generated by competition among
importers/distributors will be passed on to farmers.

The elimination of the fertilizer subsidy will save public
revenues for the GRC, decentralize the system of fertilizer
deliveries to farmers and enable the expansion of fertilizer use.
Without subsidy, market determined, fertilizer prices based on
nutrient content of the fertilizer materials will induce a more
selective and appropriate use of fertilizers,

The adjustment of farm-gate prices for coffee, cocoa and the other
export crops to the anticipated increased fertilizer price will
avoid negative income effects on farmers and prevent a decrease in
fertilizer demand/use as well as enable the GRC to achieve the
established production targets.

v.2. Reform of the Public Sector's Role in Fertilizer
Procurement and Distribution. -

V.2.1, Rationale.

The procurement and distribution of subsidized fertilizers in
Cameroon has followed a bureaucratic maze which has involued
several ministries and a parapublic operational agency. The lack
of coordination and timely actions among the ministries and the
poor management of the fertilizer movements by the agent have led
to serious financial drains of public resources, unnecessarily
high costs of fertilizer and severe limitations of the
availability of fertilizer to smallholders.

The extreme scarcity of subsidized fertilizers in the 1986-87
season (15,000 MT available July 1,1987 of the target requirement
of 110,000 MT for the crop year), combined with the sharply
reduced 1987-88 budget allocation of FCFA 4 billion (US$ 13.3
million) for the fertilizer subsidy payment, point to the urgent
need to reform the current government requlated fertilizer
procurement and distribution system.

v.2.2. Elements of the Reform of Public Sector's Role

To create a sound policy environment which would encourage the
private sector to operate competitively in the importation and
distribution of fertilizers and displace the fertilizer supply
functions now performed by government, USAID/Cameroon has proposed
to the GRC to:
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(a) ‘Abolish MINMAP/MINAGRI's procurement system via import
~quotas; , g

(b) Abolish the MINAGRI/FONADER system of allocation of

subsidized fertilizers to cooperatives and other users,

~and - - -

(c) Authorize cooperatives and other users to order directly
from importers/distributors.

To put public sector support for fertilizers on a more commercial
basis and avoid delavs and uncertainties associated with subsidy
disbursements, USAID/Cameroon has proposed to the GRC to:

(a) include in the budget and appropriation process of the
GRC the amount of funding required by the subsidy in the
course of the phase out.

(b) channel the annual subsidy fund through selected,
well-functioning commercial banks with the initiation of
the program in 1988.

(c) approve a system for timely reimbursement of subsidy
claims submitted by the private, fertilizer
importer/distributors via selected commercial banks upon
proof of sale to retailers identified in their marketing
plans.

To ensure unrestricted fertilizer uses based on relative crop
vields, USAID/Cameroon has proposed to the GRC that:

- no fertilizer price control will be instituted in the
market place. ’
- no restrctions in the granting of fertilizer import

licenses.
V.3, Fertiliger Subsidy Removal
V,3.1. Rationale,

The coffee fertilizer subsidy was introduced not only to promote
the use of fertilizers but also as a means to rechannel some
resources back into the coffee sector. The subsidy was justified,
in part because of the low producer prices for coffee resulting
for the ONCPB levies and various taxes. It 1is evident that .
fertilizers are widely accepted by coffee and food grain producers
and the rationale of fertilizer promotion no longer justifies
continuation of subsidy.

5/«
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Given the scarcity of public revenues, the fertilizer subsidy is
an increasingly severe budgetary drain and a major factor limiting
fertilizer availability. Further, the subsidy system has not
distinguished itself by timely delivery of the most effective
materials, - SRR

The basis of reference in the calculation of the subsidy reduction
schedule is;
a. An average fertilizer farm-gate price will be determined
using the formula ((1 - S)(Pi + Dc)) where S is the rate of
subsidy, Pi is the average C.I.F. Douala price, and Dc is an
average of the total of the port, transport, and storage costs
associated with delivery to the farmer.
b, As a matter of administrative feasibility the subsidy
payment will be made to the fertilizer marketing organizations
on the basis of the formula (S(Pi + Dc)). This payment is to
be made upon evidence of fertilizer delivery to a point of
rural storage or a local sales point.
c. The values for Pi and Dc are to be determined by the
Ministry of Agriculture in consultation with the marketing
organizations with reference to the financial records of the
previous season and with allowances Ffor apparent price and
cost trends.

V.3.2 Elements of Subsidy Removal

The GRC agrees to implement a system for reimbursing private
fertilizer importer/distributors upon proof of delivery to,
retailers, in the following schedule:

-January 1 - December 31, 1988:

60 F-CFA/kg subsidy reimbursement, with a maximum of
60,000 tons.

-January 1 - December 31, 1989:

subsidy reimbursement consistent with a thirty (30)
percent rate of subsidy, with a maximum of 50,000 tons.

-January 1 - December 31, 1990:

subsidy reimbursement consistent with a ten (10) percent
rate of subsidy, with a maximum of 60,000 tons.

To offset negative income efforts on coffee producers and avoid

decreases in fertilizer demand and use due to increases in
fertilizer prices, USAID/Cameroon will propose to the GRC to:
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- review coffee price policy on an annual basis with the
objective of raising the producer price the estimated
10~12% required to offset the increased cost of
faertilizer applied to coffee.

V.4, "Expanding the Role "of the Private "Sector in Ffertilizer
Procurement and Distribution.

V.4.1, Rationale.

Cameroon's fertilizer sub-sector contains numerous dynamic
ecoromic agents involved in the importation and distribution of
subsidized fertilizers. Since the publication of the IFDC
fertilizer report which pointed to various ways to lower
fertilizer import prices, USAID/Cameroon has observed that, for
example, some importers now order fertilizer shipments of at least
5,000 tons to take advantage of quantity discounts and reduced
Freight rates. In addition, one importer has constructed a dock
side warehouse facility for reception of bulk materials which can
accommodate ships o“ 8,000 tons capacity and unload at a rate of
1,500 tons per day with two bagging units.

The trucking industry is also dynamic in Cameroon handling large
quantities of cash crops from the interior farm land to the port
of Douala and back-hauling fertilizers and other imported products.

Unfortunately, fertilizer importers and truckers have been
deterred from further improving the efficiency of the importation
and distribution of fertilizers because of the continued
uncertainty of movements by the major client - the government.
Because of the intricate and time-consuming government system, the
flow of subsidized fertilizers has been irregular and erratic
resulting in storage problems and frequently, significant loses in
storage and handling of the variocus materials. Under the past
system, the responsibilities of *he importers in the movement of
the subsidized fertilizer have been limited to delivering
fertilizers to Douala. The independent truckers were involved in
the transport of fertilizers to rural areas as specified in
contracts with the government or with cooperatives.

Within the government controlled procurement and distribution
system, the failure to synchronize, thus, to manage the inflows
and the outflows of fertilizers at the level of MINAGRI/FONADER's
Bonabéri warehouse accounted for high distribution costs (i.e.,
high handling/storage/loss/transport costs). The 1985 IFDC
fertilizer report documents those distribution costs with great
detail. The expansion and integration of the private sector in
fertilizer procurement and distribution will lead to reduction of
distribution costs which will be passed on to farmers.

D
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V.42, Elements of the Program to Expand the Role of the Private

Sector.

To facilitate the private sector's entry into the integrated
importation/distribution of fertilizers USAID/Cameroon proposes
the :

(a) creation of a credit fund within selected, well
functioning commercial banks,

(b) reduction of uncertainties related to subsidy payments by
recommending that the GRC deposit the annual subsidy fund
in selected, well-functioning commercial banks with a
clear set of rules for the payment of the subsidy
allocations.

To induce private sector investments into the importation and
distribution of fertilizers, financial incentives have been
included in the proposed ‘pricing schedule. USAID/Cameroon's
proposed levels of subsidy reimbursements corresponds to
reasonable costs of operation, returns on investment and
allowances for risk.

Based on 1985 figures presented in the IFDC Fertilizer report,
experts estimated that potential marketing cost savings could
represent tp to 48 percent of FONADER's total marketing costs
(i.e., FCFA 44,550 per ton).

V.4.3. The Fertilizer Credit Fund

The analysis of the demands on the fertilizer credit fund was
undertaken by consideration of two fertilizer marketing channels;
1) certain development agencies such as SODECOTON and SEMRY will
make wholesale procurements of their fertilizer requirements at
the importers in accordance with the seasonal needs of their
clients, and 2) the new fertilizer marketing organizations will
take over the dominant role in fertilizer distribution with their
sales direct to farmers. The trade through the development
agencies is expected to grow modestly because of the limited
market outlets for both cotton and rice. A growth rate of 5-10%
per year 1is expected. On the other hand, the increase 1in
fertilizer sales through the new marketing organizations 1is
expected to recover quite rapidly from the disruption of subsidy
removal and reach the established capacity of 60,000 MT per year
in the third year of the program and then continue to grow at or
near a 20% growth rate.

5



—49-

The annual value of fertilizer sales for the marketing
organizations will bhe the total of the wholesale wvalue of the
fertilizer sold to the development agencies and the retail of
value of the fertilizer sold to farmers by the marketing
organizations. The average value per tonne is estimated at $200
for wholesale sales and $400 in the initial years for retail sales
with some reduction to $350 reflecting the improvements that will
occur over time in the operstions of the new fertilizer marketing
organizations. The marketing credit requirements of thase Ffirms
will depend upon their effectiveness in moving fertilizer and in
these calculations it is assummed that in the first year of thas
program they will succeed in turning over their working capitol

about 1.5 times per year. They are expected to improve this
performance factor to 2 times per year by the fifth year of the
program, Fhe marketing c¢redit requirement therefore is

considerahbly less than the market value of fertilizer distributed
in any given year.

In the third y2ar the fertilizer marketing organizations will need
to expand their infrastructure facilities to effectively respond
to the continually growing demand for fertilizer. It is difficult

to predict the level of such investments at this time. The
economic and other studies of the first step of this program will
provide better parameters for this estimation. However, at this

stage the requirement is estimated to rise from $3 million to $9
million during the last three years of the program,

It is expected that the fertilizer marketing organizacions and the
commercial banks have access to supplier credit, their own Funds,
and other funds for fertilizer trading and that the contributions
to the fertilizer credit fund will represent roughly one-half the
capitol requirements for fertilizer marketing. This relationship
appears in the last line of Table V - 3 below. This program also
assumes that in the fifth year the benefits of the investment 1in
fertilizer trading will be sufficiently well established that
continued grow will be possible within the relationship of the
marketing organizations and the banks without further assistance.
At that stage it is also expected that the rate of growth will
slaken some and the demands on the fund will not continue at the
rate of growth of the last year.

SIX
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Table V - 3 * The Fertilizer Credit Fund.

S YRR (FY)
_ 1533?f ’4§5§Lﬂ'11?991’fj'1?éf;8ﬁ;fi992
Wholesale Fertilizer to North Ton/yr. 30,000 35,000 40,000 so,OdOf 76o,ooo
Retail to Central, West and South
Ton/yr, 40,000 50,000 60,000 75,000 100,000
Subsidy Rate F/kg 60 45 15 0 0
Subsidy Amount Billion FCFA 2.40 2.25 0.90 0] 0
Annual Fertilizer Sales* $M 15 25 36 40 52
(Importers and Distributors)‘
Turn-over Rate 1.5 1.6 1.7 1.8 2.0
Marketing Credit Required $M 10,0 15.9 21.2 22.2 26.0
Infrastructure Credit - - 3.0 6.0 9.0
Total Credit 10.0 15.9 24,2 28.2 35.0
USAID Contributions ¢$M 7.5 7.5 10.00 13.0 17.0
Local Resources ™ 2.5 8.4 14.20 15.2 18.0

(Banks and Industry Earnings)

*Sales valued at $200 per ton for fertil

$350 per ton for Retail Sales.

izer sold to Development Agencies and

3
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V.5,  Imp1ementation

V.5.1, Poiicy Reform Performance Disbursements,

A. Conditions Precedent to First Disbursement. Prior to the

- first disbursement under the Grant, or to the issuance by AID of -

documentation pursuant to which disbursement will be made, the
Grantee will, e>cept as the Parties may otherwise agree in
writing, furnish to AID in form and substance satisfactory to AID,
a statement of the name of the person holding or acting in the
Office of the Grantee, and of any additional representatives
together with a specimen signature of each person specified in
such statement,

B. Conditions Precedent to the First Disbursement of the Cash
Transfer. Prior to the disbursement of the first tranche of six
million dollars, the Gouvernment of the Republic of Cameroon (GRC)
will:

(1) Adopt a multi-year plan for the phased elimination of the
fertilizer subsidy. This subsidy removal plan will contain the
following provisions:

(a) subsidized fertilizers will be priced at FCFA 75 per kg
for all 1988 fertilizer stocks.

(b) An average price consistent with an average rate of
subsidy of not greater than 30 percent during 1989. The
subsidized fertilizer price schedule will be publically
announced no later than January 1, 1989,

(c) An average price consistent with an average subsidy of
not greater than 10 percent during 1990. The subsidized
fertilizer price schedule will be publically announced no
later than January 1, 1990.

(d) No subsidies applied to fertilizers from December 31,
1990 onward,

(e) The import and sale of fertilizer is not subject to price
control other than in respect to the subsidy removal
schedule. :

(2) Establish the necessary procedures for reform of the method of
paying fertilizer subsidies which will contain the following
prouisions:

(1) All fertilizer subsidy funds will be provided through the
GRC official budget documents and processes.

Y
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The amount of the GRC fertilizer subsidy officially
budgeted shall be fully deposited in an account(s) within
the commercial banking system in Cameroon by November 15,
1987 for the first year of the program and be available
for disbursement to eligible importers and distributors
no later than January first of each succeeding year that
the subsidy remains in effect.

Implementation of a system for reimbursing eligible
private sector fertilizer importers and/or distributors
via the commercial banking system upon proof of sale to
retailers,

C. Conditions Precedent *o the Second Disbursement. Prior to the

disbursement of the second tranche of funding provided under this

program,

(1).

(2).

(3)

the GRC will:

Provide evidence, satisfactory to USAID, of the effective
establishment and operation of the Fertilizer Credit Fund,

Provide evidence that it has fulfilled the requirements
for the establishment of the Fertilizer Subsidy Fund and
all subsidies due are to be paid by the fund.

Provide evidence that it has actively promoted “the
expansion of competitive inuolvement of the private
sector in the procurement and distribution of
fertilizers.

D. Conditions Precedent to the Third Disbursement. Prior to the

disbursement of the third tranche of funding provided under this

program,

(1)

(2)

(3)

the GRC will:

Provide evidence, satisfactory to USAID, of the continued
policy of market 1liberalization for fertilizer
importation and distribution for the 1989 crop year,

Provide evidence, satisfactory to USAID, of the continued
effective operation of the Fertilizer Credit Fund through
the 1989 crop year, and

Provide evidence, satisfactory to USAID, of the continued
effective operation of the Fertilizer Subsidy Fund for
the 1989 crop year.
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E. Conditions Precedent to the Fourth Disbursement Prior to the--J
disbursement of the fourth tranche of fundinh provided under this
program, the GRC will,

(1) Provide evidence, satisfactory to USAID, of the continued
- policy ~of market -liberalization - for ~fertilizer- - -+
importation and distribution for the 1990 crop year,

(2) Provide evidence, satisfactory to USAID, of the continued
effective operation of the Fertilizer Credit Fund for the
1990 crop year, and

(3) Provide evidence, satisfactory to USAID, of the continued
effective operation of the Fertilizer Subsidy Fund.

F. Conditions Precedent to the Fifth Disbursement Prior to the
disbursement of the final tranche of funding provided under this
program, the GRC will,

(1) Provide evidence, satisfactory to USAID, of the continued
policy of market liberalization for fertilizer
importation and distribution for the 1991 crop year,

(2) Provide evidence, satisfactory to USAID, of the continued
effective operation of the Fertilizer Credit Fund,

(3) Have completed an analysis of the long-term viability of
the Fertilizer Credit Fund, and

(4) Make no turther provision for subsidy in the distribution
and marketing of fertilizer. '

V.5.2 Covenants

1. The GRC agrees that no further price controls will be
instituted in the market place which in effect contrevene the .
agreed upon schedule for removing the fertilizer subsidy.

2. The GRC agrees to abolish its present system of fertilizer
import quotas and agrees not to impose additional duties on
fertilizer imports.

3. The GRC agrees to abolish its present system of allocation of
subsidized fertilizers to cooperatives and other users.

4. The GRC agrees to systematically review smallholder crop price
policies and levels to determine adjustments needed on at least a
annual basis. Reports of these reviews and recommendations
issuing from such reviews shall be provided to USAID.



B4

V.5.3 fCrant For’Studies.

In additions to the $17 million Cash Grant, USAID plans to grant
$3 ‘million—to the Government of  the Republic of Cameroon for thé
purposes of study and monitoring of such items as Fertilizer
pricing, demand analysis, credit requirements and credit
management. These studies are to be supported by a separate grant
agreement. The studies are described in some detail in the

discussion of the implementation plan and the approach to program
monitoring,

V.6. Assessment of the Impacts of the Reform Program

As indicated in the previous sections, the USAID proposed reform
program in the fertilizer sub-sector is aimed at: ,
~- reducing the role of the public sector in the procurement
and distribution of fertilizers,
-~ expanding the role of the private sector in .the procurement
and distribution of fertilizers and
~ completely eliminating the fertilizer subsidy.

The potential impacts of USAID proposed reforms are examined below.

V.6.1. Impacts of Liberalization.

The removal of the government institutions Ffrom the procurement
and distribution of fertilizers along with the disbursement of
subsidy via well-functioning commercial banks will ensure the
availability and timely importation/delivery of fertilizers to
farmers. Other things being equal, the timely application of
fertilizers will increase food and cash crop yields and, thus,
small farmers' income. Unfortunately, data are not readily
available to estimate the impact of timely application of
fertlizers on crop yields and farmers' income.

Given commercial banks' current liquidity problem, the funnelling
of AID credit fund and GRC subsidy fund through well-functioning
banks will alleviate the liquidity problem and will strengthen the
financial situation of several banks. The funnelling of AID and
GRC funds via commercial banks will also reduce the absolute
amount of capital needed to privatize the fertilizer sub-sector,
Indeed, if AID and GRC funds are, for example, turned over twice
in a given crop year, the amount of capital needed to finance the
importation and distribution of fertilizers would be reduced by
half.
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U.6.2 Impacts of Privatization.

In reference to IFDC's 1984-85 estimates of costs to import and
distribute fertilizers by MINAGRI/FONADER, significant cost
savings can be realized mainly through sound management and with
some investments in facilities by private importers/distributers.
Indeed, - based on--IFDC's -figures ‘listed-—-below  (see- the 'IFDC —~ -
fertilizer report p.194).

FCFA per ton

Total delivered cost of fertilizer 191,168
C.I.F. landed Douala price 100,000
FONADER's total marketing cost 91,168
Possible importation cost savings 34,000
Possible marketing cost savings 44,550

Based on IFDC's 1984-85 estimates, savings on importation costs up
to FCFA 34,000 per ton can be reaped through bulk importation
(FCFA 14,000 or US$ 35 per ton), local bagging (FCFA 8,000 or US$
20 per ton) and bulk blending (FCFA 12,000 or US$ 30 per ton).
Savings on marketing costs up to FCFA 44,500 per ton can be
realized through shorter warehousing time, lower physical/
financial losses and elimination of unaccounted diverse costs.
Apart from cost savings associated with local bagging and bulk
blending which require investments in equipments and facilities,
all other cost savings identified above can be gained through
sound organization and management.

During the subsidy phase-out period, the importers/distributers
will benefit from a portion of the cost savings mentioned abouve as
an incentive for importers to extend their operations into the
distribution of fertilizers. Once the fertilizer subsidy is
completely eliminated and the fertilizer sub-sector is fully
privatized, these cost savings will be passed on to small farmers
in terms of lower fertilizer farm gate prices through competition
among importers/distributors.

V.6.3. Impacts of Subsidy Removal.

The 1986~91 Development Plan sets as objectives a gradual decrease
of the fertilizer subsidy (going from 65 percent in 1985 to 40
percent in 1991) and an annual increment of 6,000 tons of
subsidized fertilizers (going from 110,000 tons in 1987 to 134,000
tons in 1991). Under these conditions, estimates in Table V.1
show that the GRC will have to disburse approximately a total of
FCFA 31.8 billion (US$ 106 million in constant 1986-87 prices) in
subsidy payments for the 1988-91 period of the Sixth Development
Plan.
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Under the USAID proposed schedule of subsidy elimination, it is
estimated that GRC's total subsidy disbursements will be FCFA 6.8
billion (US$ 23 million). Thus, in reference to the goals of the
1986-91 Development Plan, the USAID proposed elimination of the
fertilizer subsidy will enable the GRC. to save approximately -FCFA .. -
25.0 billion (US$ 86 million) during the 1988-91 period of the
Sixth Development Plan (see Table V.1).

The average fertilizer farm gate price (in constant 1986-87
prices) will go from F-CFA 45 per kg in 1987 to FCFA 135 per kg in
1991, 1i.e., a tripling of fertilizer farm gate price 1in
approximately three years. Unless producer prices for various
crops are increased, farmers will experience a decrease in income
caused by higher fertilizer custs. A decrease in income would, 1in
turn, lead to a decline in fertilizer uses. Computed in Table V.2
are the percentage increases in producer prices for selected crops
which are required to keep farmers gross margins unchanged as
fertilizer costs are raised threefold.

Assuming that yield remains unchanged as fertilizer costs increase
by 300 percent, the follawing off-setting producer price
adjustments are needed:
- three (3) percent increase for robusta coffee,
- twelve (12) percent increase for arabica coffee,
~ eight (8) percent increase for irrigated rice under the
SEMRY system,
- nine (9) percent increase for rainy season rice planted in
rotation with coton under the SODECOTON system,
- thirteen (13) percent increase for corn planted in rotation
with cotton under the SODECOTON system and,
- five (5) percent increase for peanut planted in rotation
with cotton under the SODECOTON system.

Increases in real producer prices of 3 to 12 percent for coffee,
of 8 to 13 percent for rice and corn and of 5 percent for peanut
during a period of approximately three years are quite
reasonable, In the cases of corn and rice, the 8-13 percent
increase in real producer prices needed to prevent a lowering of
farmers income caused by the 300 percent increase in fertilizer
costs should be compared with the probable price increases for
food crops which will result without the use of fertilizers given
that the rate of growth of food per capita is negative and the
annual population growth rate is 3.2 percent.
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Table V.2: Impact of Removal of Fertilizer Subsidy on Selected Commodity Prices

Scenario Yield  Producer Gross Fertilizer Cost 2/ Gross Margin
~Cormodity... .. . 1. _ . (Kg/Ha) . .Price  Value .. Subsidized Non-Subsidized . (FCFA/Ha) _
(FCFA/Kg (FCFA/Ha)  (FCFA/Ha) (FCFA/Ha)

Robusta Coffee 1 392 430 168,560 2,385 - 166,175
3! 11 392 442(3%) 173,330 - 7,155 166,175
Arabica Coffee I 218 470 102,460 6,075 - 96,385
E! 11 218 526(12%) 114,610 - 18,225 96,385
Rice Irrigated I 6,000 78 468,000 17,508 - 450,492
(SEMRY) ﬁ! 11 6,000 84(8%) 503,016 - 52,524 450,492
Rice, rainy season I 1,700 78 132,600 5,667 - 126,933
(SODECOTON)S/ 11 1,700 85(9%) 143,933 - 17,000 126,933
Corn 8/ 1 2,200 52 115,333 8,333 - 107,000
( SODECOTON) Il 2,200 60(13%) 132,000 - 25,000 107,000
Peanut,ﬁ! 1 2,000 76 151,667 4,167 - 147,500
( SCDECOTON) 1 2,000 80(5%) 160,000 - 12,500 147,500

1/ Scenario I assumes 1986-87 producer prices and subsidized fertilizer costs. In Scenario Il, fertilizer

prices which are needed to maintain farmers' income constant.

costs triple and producer prices are raised to the levels needed to keep farmers' gross margins
constant. Percentage figures in parenthesis under Scenario Il indicate the adjustments in producer crop

2/ For all commodities 1isted in this table, the cost of non-subsidized fertilizers is three times that of

subsidized fertilizers.

3/ Yield and amount of fertilizers used in Scenario I are 1981 figures excepted from Agricultural Input

Supply in Cameroon - Vol. I, June 1983, p. 96. Producer prices are 1986-87 average prices for all

grades.

4/ Yield, producer price and cost of fertilizer under Scenario I are 1986-87 figures.

5/ Yield and cost of non-subsidized fertilizers are 1984-85 figures for a privately owned animal traction

farm within the SODECOTON system. Producer price is the 1986-87 government controlled price,

6/ VYield, gross value and fertilizer cost under Scenario II are 1984-85 figures for a privately owned

animal traction farm within the SODECOTON system.

Source: USAID/Cameroon
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VI PROGRAM IMPLEMENTATION AND EVALUATION

The program is conceived as a progressive reform of the
environment -for the privatization-of the- services of fertilizer -
supply and distribution in the traditionally subsidized zone of
the country and the expansion of the infrastructure of
private-sector fertilizer supply to more adaquately meet the needs
of the full range of the agriculture sector in Cameroon. The
policy reforms proposed are major initiatives of the gavernment
and the private sector. While there is a strong concensus that
they are the right things to do, there are also a number of
questions about the real benefits that will result from these
reforms. Therefore, this program includes a number of studies and
monitoring activities that will establish the detailed benefits of
the private sector fertilizer supply system from careful
observation, monitoring reports and evaluation conducted
concurrently with the implementation of the program. It 1is
assumed at this time that those studies will indeed confirm the
viability of the new system and will also establish that the
system can be expanded to satisfy the full need of the
agricultural sector in the country.

UL.1. Privatization

The program will he initiated by grants from the African Economic
Policy Reform Program totaling $9 million; a grant of $6.0 million
upcen the GRC announcement of the program for the liberalization of
fertilizer marketing, a grant of $1.5 million upon the
establishment of the fertilizer credit fund and the fertilizer
subsidy fund, and a grant of $1.5 million for supporting studies
and special monitoring of selected performance factors for medium
term planning. This step of the program will support activities
in FY1988.

A fertilizer credit fund equal to the local currency equivalent of
the cash transfer or about 2.25 Billion Francs CFA will be
established in a fidiciary bank to provide working capital for the
import and distribution of approximately 60,000 MT of fertilizer
per year. This quantity of fertilizer can be moved with the
available infrastructure of the private sector, including the
cooperatives, so that no new investment 1in buildings and equipment
is proposed in the first years of the program. It is agreed
however, that the working capital requirements will include credit
for the costs of hiring trucks and renting warehouses for handling
certain seasonal operations. The fertilizdr credit fund will be
operated as a revoluing fund following sound banking practices and
subject to normal accounting and audit procedures. The periodic
reports of this fund will be reviewed by USAID in monitoring the
activities of the program. '
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The fertilizer credit fund will be managed by qualified commercial
banks as a specialized credit facility under rules established by
the fiduciary bank and approved by the GRC with the concurrence of
USAID. Annex E contains detailed recommendations for the rules
and procedures for management of the fertilizer credit fund. The
periodic reports for this fund will be a major point for
monitoring the effectiveness of the program, In addition, the
Department of Agriculture in the Ministry of Agriculture will
provide annual fertilizer demand estimation to both seruve industry
and the commercial banks in their business planning, as well as
the traditional clients. The Ministry thus will serve both a
monitoring and a service role in its estimation and publication of
the demand for fertilizer in the country. Comparison between the
estimated demand prepared by the Department of Agriculture and the
reported distribution of the fertilizer marketing organizations,
as taken from the reports of the credit fund, will serve as a
measure of the performance of the new marketing system.

The supporting and monitoring studies will be designed for two
purposes; providing reasonable information from which to judge the
performance of the private sector fertilizer marketing
organization, and to provide the necessary information for
planning the further expansion of fertilizer marketing to
adaquately meet the needs of the agricultural sector. A number of
studies have been identified in the program design work. The
detailed analysis of input/output price relationships for various
farming systems and crops 1is perhaps the aspect of highest

priority. For example, the relationship of coffee prices to
fertilizer prices is of critical interest to a number of offices
in the government. Specialist(s) will be provided to the

Department of Agriculture and other agencies as appropriate for
studies of fertilizer demand and for improvement of the system of
annually estimating fertilizer demand. It is also proposed that
sub-grants be made to development agencies, marketing
organizations and research stations for field trials or
demonstrations of high analysis fertilizer mixtures or materials
a8s a means of establishing the future potential of the market for
these materials. Under this part of the program there will also
be a facility for providing banking specialists in order to
develop improved systems for management of c¢redit for the
agricultural sector. These specialists will begin their analysis
with the systems For providing cred.t to the fertilizer marketling
organizations, but their work will not be limited to the
fertilizer input. Some flexibility will be provided in this
program component to permit additional short-term consultancy in
order to respond to problems or pursue any of the above 1lines of
analysis should the need arise for supplamentary work in planning
the terms and conditions of the expanded 1line of credit for
fertilizer marketing in the second phase of the program.

6¢
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The supporting studies, evaluations and project support activities
will be undertaken under technical assistance contracts with
consulting firms experienced in agricultural development. The
Firm will be selected based upon their experience and ability to
provide the expertise needed for both Phase One and Phase Two,
however a firm contract can not be written to include the details
of the work to be done in the second phase until the experience
and analysis of the first phase confirms the viabliity of
continuation of the program. The 8A firms will be drawn upon as
the resources of these firms meet the skills of the various
tasks. The fields of work, levels of effort and estimated value
of the contracts are shown in the action plan and the study
budgets attached to this chapter.

VIl.2. Expansion and Completion of the Private Sector Marketing
Structure.

The Fertilizer Subsector Reform Program will bew completed through
a $11 Million, three-tranche grant from Development Assistance or
other funds to increase the size of the fertilizer credit fund and
strengthen the fertilizer marketing infrastructure. The tranches
are projected to be annual increments of $4 million the first
year, $3 million the second year and $4 million the third year.
The first tranch will provide $2.5 million for the fertilizer
credit fund and $1.5 million for monitoring and evaluation
studies. The sccond tranch will provide $3.0 million for the
Fertilizer credit fund. he entire third tranch of $4 million
will be dedicated to the fertilizer credit fund.

This phase of the program has been designed using the following
assumptions. First, the facilities and equipment of the
private-sector marketing organizations should be expanded from a
capacity to handle 60,000 MT per year in the third year of the
program to a capacity to handle 150,000MT per year in the sixth
vear of the program. Second, that the importing capacity must be
raised from the current level of about 100,000 MT per year to
about 250,000 MT/year by the sixth year of the program. Third,
that these targets can not be achieved unless the credit resources
available to the fertilizer marketing organization are expanded.

Therefore, the completion of the reform of the fertilizer
subsector will be accomplished through capacity building of the
private sector fertilizer marketing system in Cameroon. It is
also proposed that this expansion will include some human resource
development in the area of demand analysis and production credit
operations through specialized participant training. An important
source of information for plannirg this expansion program is the
concurrent study of the cooperative movement now being undertaken
as a multi-donor effort under the coordination of the UNDP with
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particular attention to the future role of the cooperatives in
providing member services such as fertilizer and other inputs on
commercial terms, It is expected that the cooperatives will
continue to enjoy a comparative commercial advantage, if they
choose to develop in a particular area. On the other hand, it 1is
not obvious that the cooperatives will either develop an adequate
marketing plan nor be successful in mobilizing adequate financial
and management resources to significantly expand the services
provided the cooperative membership. For these reasons, it it
proposed that the program include the resources for expanding the
geographic coverage of private-sector fertilizer marketing into
areas not now served by cooperatives, or currently served
inadequately by the poorly-managed cooperatives,

VI.3 Assessment of the Methods of Implementation and Financing.

The chart below illustrates the methods of implementation and
financing to be used in the implementation of the program. The
financing methods utilized in the technical assistance aspect (the
studies, monitoring, and evaluation) of the program are methods
previously approved in the Mission's general assessment and
require no further justification. The method of financing the
Cash Transfer portion of the program, although not previously
utilized by the Mission, does not renresent a deviation from the
Administrator's Payment Verification Policy Statements and
therefore requires no further justification.

Methods of Implementation and Financing

Type of Implementation Method of Financing Amount
(U.S.$ 000's

AEPRP Funding
Non-project Assistance
Cash Transfer (Counterpart Dollar Payment by
Programming) check or EFT 7,500

TA - Direct Contract, Profit
or non-profit making Direct Pay 1,500

Development Assistance Funding

Non-project Assistance

Cash Transfer (Counterpart Dollar Payment by

Programming) check or EFT 9,500
TA - Direct Contract, Profit

or non-profit making Direct Pay 1,500
Total Program 20,000
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The Cash Transfer: The Cash Transfer assistance under the program
will be implemented in accordance with the recent AID policy
instruction provided in 87 STATE 052618. Disbursement of the cash
transfer will be made by AID upon satisfaction of the appropriate
conditions precedent, The U.S. Dollars will be deposited in a
separate account in the name of the GRC in a U.S. commercial
financial institution in the United States. A.I.D. and the GRC will
agree upon ucses of the U.S. Dollars beyond the separate account.
The program agreement will require the GRC to report to AID on the
disposition of the U.S. Dollars for agreed upon uses.

Counterpart Programming: Local currencies (Counterpart Funds) will
be deposited to a separate Special Account by the GRC to fulfill the
conditions of the ESF Cash Transfer. The Special Account will be in
a commercial banking institution in Cameroon, approved by the
Mission. Upon satisfaction of the conditions agreed upon for the
release of local currencies, the GRC may, with AID approval, request
the release of Counterpart Funds for the agreed upon uses (e.g. the
commercial credit program). The USAID Controller will monitor the
deposits of local currencies to the Special Account and will approva
release authorizations of funds from the Special Account. The
Mission's technical office will monitor the uses of funds released
from the Special Account to ensure funds released are used for the
agreed upon purposes.

Interest earred on both dollar and 1local currency accounts,
discussed above, shall be utilized in the same manner as the
principal.

Studies, Monitoring, and Evaluation: The implementation of this
portion of the program will be similliar to development assistance,
It is planned that all activities will be implemented through
AID-direct contracts and financed through AID direct payments.
Therefore, an explanation and assessment of the GRC's contracting
and payment verification procedures is not required.

VUI.4 Monitoring and Management of the Fertilizer Reform Program

In monitoring the fertilizer subsector reform program, the primary
performance factor will be the quantity of fertilizer delivered and
sold to farmers. Secondary points of performance measurement will
be the number and coverage of the fertilizer marketing
organizations, the performance of the fertilizer credit fund, the
flow of subsidy funds and the trends of agricultural production and
incomes. The fertilizer program will be monitored and evaluated
through the program management review of monthly reports and
operations, annual evaluations of the program reports and the
financial reports, reference to the analysis and monitoring studies,
and reference to the annual census up-dates prepared by the Ministry
of Agriculture.
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The monthly operational reports of the fertilizer credit Ffund will
provide the pulse of the program and these reports will be carefully
studied to detect deviations From the objectives set for this
program. These reports will be reviewed by the GRC and by USAID.
The reviews internal to the GRC will be conducted by the Ministry of
Agriculture, Plan and Finance. The monthly report for the
fertilizer credit fund will be prepared by the fiduciary bank and
will be a compilation of the monthly reports of the commercial banks
regarding their accounts with the fertilizer credit fund. This
report will be submitted in three sections: (1) Outstanding Loans;
(2) Delinquency Report; and (3) Summary Benchmark Report., The
contents of these reports and the nature of the implementation
review is briefly summarized.

1) Outstanding Loans Report
- Volume of loans per bank and per marketing organization

- Number and types of borrowers (retail, wholesale and marketing
plan)

~ Loan tenor; interest rates, size of loans and distribution among
banks

- Repayment records for the month

These numbers will be euvaluatad in reiationship to the annual
targets and the seasonal characteristics of fertilizer marketing.,
That is, in the period January-June the loan portfolio should show
steady growth, while the period June through December should see the
reduction in the 1loan portfolio as debts are retired. Cemparison
will also be made with the same month 1in the previous year and
allowances made for growth and/or for seasonal weather
characteristics. The crucial factors are the implications for
fertilizer supply and financial viability for the private sector
fertilizer marketing organizations.

2) Delinguency Report

- All past due loans will be reported on an individual
basis, including an explanation of the reason for delay and
possibilities for recovery.

- A commercial bank with a high delinquency rate in its
portfolio will be limited in further fund allocations.

- A marketing organization with a delinquency record will be
restricted in its borrowing from the fund.
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Summary of the Fertilizer Subsidy Payments

An annual summary of program operations will be compiled and
evaluated to revise/up-date the program vearly objectives as
well as to ensure timely corrective action where deviations
occur in the fertilizer supply system. This program review will
be convened as a joint GRC/USAID exercise with an opportunity
for presentations by the commercial banks and the fertilizer
marketing organizations to summarize the achievement and suggest
improvements in the operation of the program. Ten points are
listed for consideration in this review and evaluation.

Ul.4.1 The Annual Operational Review -

1. What 1is the volume of fertilizer supplied, cost of
fertilizer as delivered to the farm gate and records of
payment? This point captures the performance of the program
in relation to its primary objective.

2. Define, based upon lessons learned in the year under review
(and previous years), revisions in operational procedures
that would improve the performance of the program.

3. Evaluate the results of special studies and analysis of the
implications on program operations and future objectives,
For example, does the price policy analysis indicate that
the planned incremental reductions in fertilizer subsidy 1is
compatible with the objectives of increased fertilizer
sales. And, does the demand analysis confirm the fertilizer
supply objectives established in the program for the next
and future years. .

+ &, Evaluate the fiauciary banks' functions:

- What is the history of loan processing within the
fiduciary bank (time required for processing, number of
actions per month, disbursement rate, etc.)

= What 1is the quality of the monthly report
- (completeness, timeliness, adequacy) o

7
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-  Are there communication or operational problems in the
' interaction of the fiduciary tank and its
- responsibility to the Ministry cf Finance, the central
‘bank and/or the participating commercial banks.

5. Evaluate the Management of the Fertilizer Subsidy Fund for:
those years when the fund is operative.

6. Review the types and kinds of fertilizer supplied in
relation to research recommendations, demand analysis, and
field trial programs.

7. Review the retail operations in relationship to farmers'
expectations of supply services. This review will require
some consultation with field personnel and a sampling of
rural leadership.

8. Assess the adequacy of the fertilizer credit fund and other
credit resources in terms of the future demand for
fertilizer.

9. Establish an up-date estimation of the fertilizer demand,
fertilizer supply, credit fund volume and other parameters
of the program for future years of the program.

10. Review the operational reporting procedures as may be
considered to be necessary for improved coordination of the
program and more effective achievement of the program
objectives.

The Program Officer will be concurrently responsible for the
implementation of the special studies and analysis undertaken in
conjunction with the fertilizer reform program. These studies
have been identified to fill inadequacies in planning
information for the out-years of the program. The Program

Of ficer must ensure the timely execution of the individual
studies as well as appropriate feedback of results into the
management actions. The annual program review is the main focus
for this feedback however the demand analysis will also be
directly 1linked to the upgrading of the services of the
Department of Agricultural Production. And the price policy
studies will be coordinated with the services provided by the
Department of Studies and Planning. The Program Officer will
also facilitate the flow of information from the annual
agricultural census to provide the program review group access
to current survey data on fertilizer use as measured by that
program which should serve a role in independent confirmation of
program impacts.
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UI.4.2  Program Impact Monitoring

The evaluation of program impacts will be drawn From the
implementation monitoring information and will be an important
component of the annual program review. The beneficial impact
~on liberalization will be indicated by an increasing volume of
fertilizer distributed by the private-sector marketing
organizations. The number of marketing organizations may
increase in the initial years, but may also contract in the
later years of the program as the more effective marketing
organizations increase their market share. An analysis of the
fertilizer selling price is expected to show some reduction in
the average farm gate cost of delivered fertilizer as the
benefits of market 1liberalization are realized and market
competition results in a transfer of part of these cost savings
to the farmer. The fertilizer orice information in the record
of fertilizer sales will be compared with the information
reported by the agricultural census to verify the farm leuvel
impacts of the program. Spot checks by the program manager and
field reports form the staff of other USAID projects will also
be wutilized to provide confirming information regarding
fertilizer supplies, prices and availability. The impact on
subsidy removal will be reported directly in the records for the
fertilizer subsidy fund. The progressive reduction of the fund
in successive years will directly indicate the desired impact of
the program. The impact of the fertilizer credit fund will be
evaluaced in terms of both the increase in the asszsats of the
credit fund and an increase in the turn-over rate for that fund
resulting in a multiplier effect on the fund benefits 1in
increasing the supply of fertilizer distributed.

Among the factors which will be considered in the annual program
review is the evidence of monopolistic tendancies in fertilizer
marketing. It is believed that the number of commercial banks
and marketing organizations will be adequate so that normal
commercial interaction of the banks and marketing organizations
will produce a healthy level of market competition and transfer
a share of the cost savings to the farmers. Annual reports will
be carefully scrutinized to determine evidence of market share,
price collusion and untimely delivery which might result from
monopolistic attitudes of the fertilizer marketing
organizations. If necessary, limits on market share could be
imposed by establishing a credit ceiling on the fertilizer
credit fund, although this could be counterproductive factor if
the credit ceiling led to serious diseconomies in the marketing
operations and prevented savings from economies of scale.
Another moderating factor on monopolistic tendancies can be the
wide availability of information on fertilizer availability and
prices 1in various local markets. The farmers of Cameroon have a

J5x
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fair amount of market mobility and can take advantage of
differences in supply and price where marketing organizations
introduce unreasonable distortions. The reqular publication of
fertilizaer supply/demand information for various market areas
by the Ministry of Agriculture as a public service is expacted
to effectively counterbalance the market power of the market
organizations.

Upon completion, the fertilizer reform program is expected to
establish viable fertilizer marketing organizations which
provide reliable and economical fertilizer supply to the farmers
of Cameroon. To achieve this objective the program must
increase the volume of material supplied, reduce its operational
costs, synchronize the timing of operations with the seasonal
demands of agriculture and incorporate new materials and market
areas 1in response to new technology. These are dynamic
requirements and the program monitoring system must retain some
flexibility in adjusting its techniques to ensure effective
evaluation of the key factors that indicate the impacts of
operations at the farm level, at the level of the marketing
organization, within the commercial banks and also at the
national level where these various impacts are integrated with
the benefits to consumers and the goverament, This
macro-economic impact will be indicated in the annual prograim
reviews, but is perhaps more properly the subject of the
mid-term and final evaluations where an independent or outside
evaluator can take the various reports and analysis into account
and construct the comprehensive analysis of the benefits of this
program,

VI.5 Mission Management.

The responsibility for oversight of this program will be
assigned to the Office of Agriculture and Rural Development.
This program, because of the importance of the intended policy
reforms, will have a high priority on staff time and is expected
to receive about 30% of the time of the Chief of the Office,
about 50% of the time of an Agriculture Project Manager plus 50%
of the time of an Assistant Project Officer. 1In addition, the
Program Economist will dedicate about 30% of the time of that
position in the evaluation of the implementation and monitoring
reports and developing proposals For corrective actions that may
be indicated in order to improve the impacts of the program.
This program has claimed as much as one-quarter of the
Director's time in the initial negotiation and will continue to
have a high priority in claiming the attention of that office as
the need arises. The Controller's Office, the Program Office
and the Regional Legal 0Office are to be involued in the
management oversight as appropriate and will each be in a
position to provide 10-20% of a position equivalent to their
involvement in this program.

74



~67-

An 1important factor in the management or oversight of this
program will be coordination with related elements in other
mission supported activities. There are several linkages what
will be established. The agricultural census work supported in
the Agricultural Policy and Planning Project will be expanded
somewhat in the survey and analysis work for the annual up-dates

and summary reporting of fertilizer use information. This
information will be used for independent tracking of the farmer
impacts of the program. The agricultural policy. studies

undertaken in the same project by the Department of Studies of
the Ministry of Agriculture and within the Agricultural
Ecoriomics Departments of the Agricultural University Center at
Dschang under the Agricultural University Development Project
will expand the work in cost of production and input/output
pricing as companion studies of the micro-economic impacts. The
Testing and Liaison Units of the National Cereal's Research and
Extension Project will be expanding the scope of the fertilizer
field trials and expanding their work in farm budget analysis.
This work is expected to stimulate more efficient fertilization
techniques as well as provide additionsl information on the
impacts of alternative methods of crop fertilization, The
coordination of these * project activi+ics will be the
responsibility of the Chief of the Office of Agriculture and
Rural Development who serves as the supervisor for the project
officers of the mentioned projects.

VI.6 Evaluation.

Program evaluations will be conducted by USAID at eighteen-month
intervals with the purpose of reporting the quantity of the
fertilizer distributed and the area of coverage of the
fertilizer marketing organizations. These evalualtions will draw
upcn the information generated by the program implementation and
moritoring system for the baseline and progress data, The
evaluations will also review the costs of the marketing
organization, the timeliness of fertilizer availabliities, and
the farm level benefits as determined by partial budget analysis
on a sampling basis. From the periodic reports and audited
statements of the commercial banks, a summary report of the flow
of commercial credit will be prepared and evaluated for tracking
the impact of credit on the availability of fertilizer. The
commercial credit analysis may include comparative analysis of
other agricultural inputs, the relationship with credit needs
for marketing of agricultural outputs, and the relative
performance of other lines of commercial credit. The USAID
evaluations will address the relevence of program continuation
and the appropriateness of the conditionality of the program.
The final evaluation will review in detail the performance of
the fertilizer credit fund and the comparative performance of
this line of credit and alternative lending by the banking
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industry.

Time Phased Action Plan

VI.7
L8l 8 e 90” 91
Oct 87 Jan: JUneh ~Jan "Jan: Jan Jan

Privatization R o o ;

Policy Amendment of GRC VXQj

Establishment of Credit Fund == = Xommmm i pcial
Supporting Studies el ST

1. Price Policy X X

2. Fertilizer Demand Analysls Xm0

3. Field Trials B e e TR S

4. Banking and Credit X====X C ==X o

5. Evaluation/Monitoring Y X

Expansion
Supplementary Grants
to Fertilizer Credit Fund

Studies and Analysis
1. Demand v
2. Credit for Retail
Marketing
3. Evaluation and Marketing

UL.7.1 Studies Budget

1. Price Policy .
1 Consultant - 1 year
3 Specialists at 2 Mo,
Computer Services
Local Analysis
Printing, Misc.
Vehicles Rents and bupport Seruice

2. Fertilizer Demand Analysis

1 Consultant - 1 year

2 Specialists at 1 Mo.

6 Training Programs 1 Mo,
.Local Analysis
Computer Services
Vehicle Rents and Support
Printing, Misc.

150,000
150,000
30,000
30,000
15,000
30,000
305,000

150,000
50,000
75,000
40,000
30,000
30,000

_15,000_
390,000
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Total

1
2.
3.
4
5
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Field Trials
Supervision and Summary
50 Local Grants
1/10 HA with and wlthout Fertillzer
Supplies $100
Oversight '$250 "
$350

Banking and Credit

2 Consultants - 3 Mo,
Local Analysis o

6 Participant Training 1' Mo,
Computer Services
Vehicle Rents and Support
Printing Misc.

Evaluation
2-2- Consultants 4 wks
Banker
Fertilizer Marketing
Local Analysis
Vehicle Rents and Support

Price Policy

Fertilizer Demand

Field Trials

Banking and Credit
Evaluation and Monitoring

Contingency and Inflation
Total

Vl.7.2 Studies Budget - Phase Two

Total Budget

750,000

Year One -

Year Two - 750,000

Year Three - -
1,500,000

50,000

67,500

150,000
40,000
60,000
20,000
40,000

10,000

320,000

100,000

30,000

30,000

160,000

405,000
390,000

67,500
320,000

160,000
1,345,500

157,500
1,500,000
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Demand Analysis

2 Specialists teams of 2 x 2 Mo. i

10 Training at 1 Mo.
Local Analysis
Computer Services
Vehicle Rent and Support
Printing and Misc.

Credit and Banking
Specialist Team of 3 for 3 Mo.
10 Training at 1 Mo.
Local Analysis
Computer Services
Vehicle Rent and Support
Printing and Misc.

Evaluation
2 X 2 Consultants at 4 wks
Banking
Fertilizer Marketing
Local Analysis
Vehicle Rents and Supplies

Unspecified

(Including Contingency and Inflation

Total

~200,000
- 100,000

60,000

" 80,000

40,000
20,000
460,000

250,000
100,000
75,000
50,000
75,000

50,000

600,000

100,000

30,000

30,000
160,000

280,000

1,500,000
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LI.7 SUMMARY MT INTROBUCTION - TEZ SUBSIDIZID FZRTILIZT
" 5U2-53CTCR IS PLiGUZD 3T HIGHE BUDGEITARY COSTS, INETSI
AND' TRTIMELY FROCTXEMENT, INZFPICIEINT AND ONTIMZILY
DISTRIBUTION TC 7ARMERS AND UTILIZATION OF QST
INGFTICIZHT AS 92LL AS INAPPROPRIATE FIRTILIY
TUSAID/CAMEROON PSC20SED PIASEZD INTIRTEINTION
ST3SIDICEZ TIRTILIIZR SUZ-3TLUIR TITS OSI IDT
AID ¥UMI3 70 THI IMPLIMINTATION JF & CCMPRIITY
.EEZ¥0HM" PROGRAM W3E0SE OLTIMATE OBJE3TIVE IS mQ =
TIMELY AVAILAZILITY OF FERTILIZZIRS TO COTRIR 4N
PROJUCERS A7 T3E LCWEST POSSISLE COSTS TO TI% GEZ AND T0
SMALL ¥ARM3RS. USAIDL/CAMEROON S FZIRTILIZER INITIATIV? WAS
DISCUSSZID YITE THE DIPUTY C3IIEF OF TY2 WORLD BANA’S ¥2ST
AFRICA PROJZCTS SZCTICN. THT WORLD 3ANK ‘S DEPUTY CFIZT
YASTIN AGAZIMENT WITY THE CONTENT OF THT MISSION’'S P0LICY
REFORM PROGRAM UNDER THE FERTILIZER INITIATIVE AND TOLD
JIRECTOR JAY JOENSON THAT TBE MINISTSR OF AGRICULTURZ WAS
\DTISET THAT TE8 3ANK WILL CONSIDER SOMZ ADHITIONAL
INTERVINTION IN THE COPFEZ SEZCTOR IF TH%T GRC 45C2T35 733
USAID®S PROFOSED POLICY REFORMS. REFTEL SUPERSEDES RET A,
RB3F B AND SRBCTIONS 4.I.A AND 4.I.B OF RZF C. - IND OF
SUMMARY AND INTRODUCT ION . : '
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iI."?ERTIIIZER“SUB~SECTCR. THX 1685 SURVZIT CONDUCTZET 37
.4 INTIRNATIONAL FEATILIZER DEVELOEMENT CENTER ,(IFDC) ™
SBOWED A TOTAL 0F 195,938 TONS OF CHEIMICAL FERTILIZIR3 ., *°
USED BY FAQMERS LURING THE 1964-85 CROP YEAR AS..0PR9STD 10
174,066 TONS DURING THE 1983-84 CROP TZiR. FIGURES IOR
19€0-81, 196:-82 AND 1582-83 ART €3,852 TONS, ©3,575 TONS
AND™116,423 TONS RESFECTIVILY. OF THE 1984-35 TCTAL 5
TIRTILIZER CONSUMPTION, 43,724 TONS (I.E., 38.8 PERCINY)
JERE' SOLD TO FARMZRS AT DELIVERED COSTS WEILZ 64,332 TONS -
(I.E., 61.2 PERCENT) WERE SOLD AT SIGNIPICANTLY SUESIDIZED
PRIC3S. S : : :
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JI.1. ALMOST ALL NON-SU3SIDIZED PERTILIZERS AR3 IMPORTED
AND DISTRI3UTED BY SODICOTON (COTTON PARASTATAL) T0 SMALL
COTTON PRODUCERS. SODECOTON’S FERTILIZER PROCUREMENT AN
DISTRIZUTION SYSTIM IS SILI-CONTAINED AND

SETL¥-SUPPORTING. SODICOTON PROVIDES FULL-CCST™ PERTILIZERS
(AND OTBIR INPUTS) ON CRIDIT 7O TARMIRS AT TET 2ISINNING
"0FTHT CR0P CYCLE. FANMERS RIIM3UASI 3SCDTICCTLY FOR T=°
PURCHASZ Q2 FIRTILIZIRS (aND CTRER INPUT™3).CN TET SALT OF.
"THEIR BARVESTS. . . '

II.2, ' SUBSIDIZED TERTILIZERS ART MAINLY JSIT 04 0O
WITH SIGNIFICANT LEAKAGES INTO FOCD CROPS BEZCAUSZ 0O
IXISTING FARMING SYSTEMS. 1IN THE ARABICA COFFIE REGION
(I.Z., YEST AND NORTH-WEST FROVINCES WEICE ACCOUNT FCR
APPROZIMATILY 28 PERCINT OF TOTAL COFFZE PRODUCTIAN),

COFTZE AND POOL CROPS ARE INTER-CROPPED (ALLEY CROPEING).
BASED ON GRC QFTICIAL DATA (I.E,, THE AID FUNDED 1984
AGRICULTURAL CENSUS), MOST OF AIAZICA COFFSE PRODUCTRS ARE
SMALL FARMERS, I.E., APPROXIMATILY &8 ZZECENT OF ARARICA
COXPEZ "PLANTATICNS™ ARE LESS THAN ONE SECTARE (A4) AND
AFPRCTIMATELY 14 FIRCENT OF ARABICA COFPIZ PLANTATIONS ARE
SZTYESN 1.1 AND 2.8 BA. ANCTHIR 7 PERCENT OF ARAZICA
COIFZE FARMS A3% CLASSI¥IED AS "SCAT™TIRED TRIZS". IN 7IF
F0BUSTA COFFZE REGION (I.E., LITTORAL, CENTRE, SCUTH-wEIST
AND EAST PROVINCES WHICEZ ACCOUNT ¥OR APPROXIMATELY &v
PERCENT OF TCTAL COFFEE PRODUCTION), FAKM BOUSZHOLDS USE
ZAMILY LAS0R ON STPARATE CCFFEZ PLOTS AND 700D CROP

PLCTS. " BASID QN GBC OFFICIAL DATA, 732 MAJORITY 7

ZOZUSTA CCITEZ FRODUCERS AR SMALL FARMINS, I.Z.,
APFROZIMATELY 7@ PERCINT OF ROBUSTA COFPIZ PLANTATIONS 433
L3SS THAN ONE EA AND APPROXIMATELY 15 PERCENT OF R03JSTA
COIFET PLANTATIONS ARI BITWEEN 1.1 AND 2.9 HA. ANOTAZR S
EERCINT OP 3Q2USTA COFFSE FARMS ARE CLASSIFIED UNDZR TAZ
CATEGORY OF "SCATTERFD TREES". THUS, THE VAST MAJORIT? OF
COFYIE PRODUCERS IN CAMERCON ARE SMALL FARMERS W30, ALONG
¥ITH COCCA FRODUCERS, SUPPLY THE QUASI-INTIAZTY CF
CAMIROON °S 300D FRODUCTION (MAINLY PLANTAIN, ROOTS/TUBZRS
ANT CZREALS).

T1.3. '3ICAUSE TEZ COFYEEZ SECTOR HAS ALWATS 3EEN SIATILY
TAXED BY TEX GRC VIA THE ONCPB LEVIES (SZZ FIGUA:S BZLOW -
gNCPB ~ OEFICE NATIONAL DE COMMERCIALISATION DES PRODUITS
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CPNTIMZLINISS OF TERTILIZER DILIVZRIES TO FARMERS ([.E. .
DELIVIRIES IN SEPTIMBIR-OCTOSIR, THZ HARVIST TINZ FO3
MAJOR CROPS, INSTEAD OF APRIL-MATY, THT BIGINNING OF MAJOR
CECP CTICLES), .

IT1.4. D2R0OELIMS RILATED 70 TI3 UTILIZATICN CF 3U

SIDIZID
"FIRTILIZIRS ARI: (1) COST INSFZICIZNCY IN COFFEIT 3%
N
I

3
SECTOR
.THEOUGH THE USE CF UNNECCESSARILY ZXPENSIVE NUTRIT! S
{2) INAPPROPDIATE USE (CIVIRSION) OF COFFiE FIRTILIZE
‘FOOD CROPS.

I
¢
TS AND
ZERS OV
"IT. USAID PIVE YEAR AND DOLS. 20 MILLION PEASED o
,LV'I'ERV_F.'UTION IN THI SUBSIDIZED FERTILIZER S'JE-SE.’JTOP..‘

IV.1. T32 03JICTIVE OF USAID INTIRVZNTION DURING T3 IY .
19€6-92 PERIOL IS T0 ZNSURT THE TIMILT AVAILAZILITY OF .-
FERTILIZZIRS T0 CCFFEL AND FOOD CRQ® PRODUCEKS AT THS

LOYEST POSSIPLE COSTS TO T3E GRC AND T0 SMALL PARMERS.
IV.2. TACTICS FOR FY1988-92 PIRIOD : TO ACHIZTE THE -
O0BJECTIVE STATE 43072, USAID WILL 71 THE DIS3URSIMENT 0F
AID FUNLS TC: | .

. (A) THE PHASET ELIMINATION OF SUBSIDY AND RSLATED FARM
1 ‘ - -

“#Sg12.
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‘S2TE PRICEZ ADJUSTMENTS, AND :

TYZ TMPROVEMENT  OF THE COST EFFICIENCY AND
TIMELINESS OF T¥E PROCTUREMINT AND DISTRIBOTION OF
SUSSIDIZII FEIRTITIZERS™BY TET PRITATE SICTOR.

V.3, CUSATTTZIVE TIAR PEASTD INTERTINTION YILL INCRUDE
‘TEX FIRST PSASE WITH AN INVESTMENT OF DOLS. .0 MILIION
(AZPRP) TO ZE CBLIGATID IN F71987, AND TIE SECOND P3A3E
WITE AN INVESTMINT CF DOLS. 1:1.8 MILLION (DA) 70 33 .. .
INITIATIZD IN 771539,

Iv.3.1. PEASE I OF USAID INTIRVINTION - DOLS. 9.8 MILIION.

I¥.3.1.1. "TBR RELEASE OF DOLS. 9.4 MITLION IN C7s7-38
WILL 3E CONTINGENT UPON (1) SU3SIDY REDUCTIONS AND
FAIMGATZ. 2RICE ALJUSTMENTS TOR THI 1588 AND 1S€9 (202
TZ4RS, AND (2) AGREED JFON TIME~TABLES T0 [MPACVI TEZ
BFPICIINCY OF PRCCURIMINT AND DISTRISUTION OF SUFSIDIZID
FEATILI7ERS. .

LAIV.3.1.2,7"LCLS. 9.2 MILLION CASE T2ANSPFR WILL 3I® 7TSTT A3
BOLLOVWS: (1) AFPROXIMATELY DCLS. 5.2 MILLICN AS CRIDIT™ 70
FACILITATE ANC PARTIALLY FINANCE PRIVATE BULY IM2PCRTATION
ARD INITIAL WARZBOUSE STCR4GE; (2) DOLS. 2.3 MILLION 15
CRZIDIT TC INCCURAGZ AND 2ARTIALLY FINANCE PRITA®E 53CT0R2
DISTRIBUTION AND RETAIL SALES OPZRATIONS; AND, (3) IOLS.
1.3 MILLICN TO FINANCE: (3.A) A PROJECT MANAGIMEINT YD
MORITORING ONIT, STUDIZS TO HIFTINT MARXZET
ANALYSIS/IEVILCPMENT, AND IDINTIFY AND SEMCNSTRAATZ
APPRCPRIATE TIETILIZERS UY2TS TOR INTHODUCTICH TC TLEMERS
AND, (2.3) 3TOLIZS TO DETIRMING ALTIINATITE
PROCUTEMINT/DISTIAIZUTICN ST3™IM3.

IV.5°2. " PHASE IT (F USAID INTIRTINTION - DOLS. 11.3
MIZLION (ANTICIPATED DA FUNDING AS NPA).

Iv.3.2.1, 7THZ O3LIGATION OF DOLS. 11.4 MILLION TRANCEID
PROGRAM™IN FY19€9 WILL 33 3UILT ANT CONTINGEINT UP0M (1)
CONTINUZD ST3SIDY RZDUCTIONS AND FARMGATZ ERICE
ADJUSTMENTS TOR THE 1996, 1991 AND 1992 CROP TEARS WITH
COMPLETZ ELIMINATION OF SUBSIDY IN 19927 (2) CCNTINUZD
JIMPFLEMENTATION AND RTFINIMINT OF RIFORMS TN T3
PRCCUAZMENT STSTEM 3ASZD ON THI CONDITIONS AND TIME-TA3LE
AGREED UPON IN TIT FIRST PEASZ; AND, (3) ACTUAL FUATESIR
(IMPLEMINTATION QF REFORMS TO LIBERALIZE AND PRIVATIZT THE
-OTSTRTBUTION SYSTEM BASED ON THYE CONDITIONS AND TIME-TARLS
: AGREED UPON IN PHASE I.

V3200, PORTION OF DOLS. 11.4 MILLIOM WILL 32 USED (1)
TOINITIATE PRITATI OR MIXED FQUITY BAGGING AND BLEZADING
_BLANT A™ TEX PORT OF DOULALA, (2) TO PROVIDE ADDITIONAL
“CREDITS 70 IMFORTERS AND DISTRIBUTORS, AND (3) T0O

. PACTILITATSI THE FURTHIR ESTABLISEMENT ANLD EXPANSION OF AN
ALTERNATE PROCUREMZNT/DISTRIBUTION SYSTSM. TC THE ZITINT
REAST3LE AND BASED ON PEASE I MARKET ANALYSIS/DSVELCPMENT,
. PRTVATR SEICTOR INVESTMENT WILL B®X ENCOURAGED. MISSION
ANTICTPATES US PRIVATE SZCTOR JOINT VENTURE INTEREST WIICE
COULD ATTRACT TD? INVOLVIMENT.
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V. BENIFICIARIES -OF JSAID FIVE YEAR AND DOLS, 22 MILLION
PHASZD INTEZRTENTION Iy THE SU2SIDIZED FERTILIZES ‘
“SUB-SZCTOR, " T3% MISSION’S FIRTILTZER INITIATIVE WILL _
GENERATE ROTEH QUANTITATIVE AND QUALITATIVE 2INEFITS TO
NUMEROUS EICGNOMIC AGENTS,

V.1, P32 2ENETICTARITS OF QUANTITATIVZ EENZFITS ART: (1)
"THE GRC WITY BUDGITARY SAVINGS FROM ZLIMINATION er
SUBSIDY; (2) THT GRC AND SMALL FARMTRS #ITF 50ST
AEDUCTIONS AF APPROXIMATEILY DOLS. 25 »:3 TIN TEROUGE 30L%
. IMFORTATION, L[OLS. 22 E®R TON TERQUGE LOCAL BAGSING ANY
“DOLS. 39 23X TCN TI2RQUGE LNCAL BLENDING (FII: co3T
HEDUCTION FIGURIS aRE TFDC 1984-g5 ESTIMATRS); 4ND, (3)
THE GRC, FARMERS AND DISTRIBUTORS WITZ COST RIDUCTIONS
-THRQUGE LIBERALIZATION QF PONADER’S INEZFFICIEAT
DISTRIZUTION MONOPOLY.
V2. TEE BINEFICIARIZS OF QUALITATIVE 3EINITITS ARE: (1)
IMBORTERS wITH LIMITED LOSSES DOE 70 CLIMATIC CONDITIONS
IP FPEATILIZEZR SEIPMENTS ARRIVI IN DOUALA IN & mIVILY
‘TASHION (I.Z., IN FEBRUART~MARCH INSTEAD OF JUNE-JTLY, TET
EEIGET OF THE RAINY SEASON); (2) SMALL FARMERS VITH HIGHZZ
7
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4 IT3LD" 17 FERSIZIZLRS ARE DELIVERID AND APPLIZD IN A TIMILT
[ _FASEION (I.3-,'IN APRTLEMAT. AT THZ 3EGINNING OF mas MAJOR
., CZOP"CYZLIS INSTZAD OF SEPTEMBER~QC20332 AT JARTIST "TIME);
TANT {3)7 200D CRCP 7AZMERS yIng dI33XR YIZEDS THzOGCE
INTIODUCTION AND USZ OF APPROPAIATT TEZTITTZERS, WITH
VIAXIT FCACIS DETIRMINED PRICIS. (NOTT: SMALL £CPP33 AND
fJCD CZ)P ZARMERS PRODUCT, ATONG %ITH COCCA 23CDUnC3IRS, 752
EULS OF CAMEREQON'S AGRICTLTURAL TYP02TS AND TEZ IwTIRE - -
EQOD' REIQUIRIMINT, TFURTESAMOIT, SMALL FAAM PAMTILTES

ACCOUNT FOR 79 PIRCINT OF THZ HOTAL 2030LATION) . .
VI, O7EIA DONORS: 733 “ORLD EANT AND THI GRC Zi7T JUST
COMPLIT2D NICOCIATIONS TOR A LOLS. 75 MILLION cacas
AISABILITATION PROJICT LOAN WITH A SIGNIZICANT Sirigy
COMPONENT. THE WwORLD BANY' INTZRTINTION 14 723 C2Cos

SEGTOR CALLS FCR (1) ELIMINATION OF SUSSIDIES ¢oN
.?ESTICTDES/HZREICIBES. (2) COCOA 7aRM GATZ"7RiICT
ADJUSTHENTS, AND (3) INSTITUTIONAL RIFORMS 70 INEANCE T3S
SEFEIUIENCY OF THE INPUT/QUTPOT MARXETING STETEM. SINCZ
-THE"PRQPUSET USAID FIRTILIZER INITTATIVE WILL TMZPLCT ON
THY 'COI®EZ SICTOR', .IT COMPLEMENTS NIGCELT TET YCRID TANC
INZSITINTION IN TER: COCOA SECTOR. IF AID FUNDS 3T
AVAITAZLE, 'TZ% COMEINID IMPACT JF USATD INTIRITINTION N
T3R'FOCD CROP/COFFIE S30TOR VIA JOF7ZZ TIRTILIZIES aND THE
WOILN 3AX INTYRTINTION IN TEE COCOA S3ZCTO2 WOULD
STIMCLATE OUTEOT AND INCRIASE YIILD IN CAMZA00N’S casa
‘CROPTIICTOR TEGS TNSURING INCRIASING FOREIZN TYCHANGE
‘BAENING3 P0OUF0STRR GENIRAL ZCOMOMIC DITILCOMEN ™. IN TEIS
CONTIXIT IT U7 IR RZCALLID THAT TSI 03D TIZTIIIZ
INITIATITE T13G3ITS 7EF LAPGI SMALL WARMIR 2300E 4T
CONSTITUTZS THE ya3T MAJCRAITY OF THI FOOD AND (CCTrFIT

220DTCTINN IN CAMIEOQON.

SII.  ON A HECINT TDT Iy CAMZkOON, TEE DEPUTY C3ITEF OF T3z
¥ORLD H¥ANZs w3 aTr1Icy PROJECTS STCTION RITVITWD USATID
YERTILIZER INITIATIVS AND CONCURAZD IN TBI PCLIC AGINDA,

4E TOLDC USAID DIRESTOR THAT THZ MINISTREER CF AGHITULTURE
#AS INZ93MIL 73AT TET 3ANY WOULD CONSIDZER ADDITIMNAL
INTERVINTIONS IN TB2 COFFI: SECTOR IF THE GAC REAGCIES
AGITIMINT wITH U3alD Ay PCLICT IEFORM CONTATHED Iy USaAID
AZFRF FacPOSAL.

VIII. COoMMivT: AIL/w AND DEPARTMENT SHOULD 3% ACUTEILY
AWARE OF SEHIQI'SNZSS CF CURZENT CAMEROON ZCOMCMIC
STTUATION ANL KOLZ SUBJEQT AIPR? IS DESIGNED TO ELAY I
ASSISTING I™S AMELICRATION. 4T UPGE IMMEDTATI AID/w
REVIEW CF HETS D~F AND CONSULTATION YITHE IMF AND IERD 79
2ULLY COMPRIHEND CaISIS. THIS IS A DIVIRGINCE FROM PAST
RCST PICTURE WHEN CASH CROP? ZAANINGS WIRE SIGNITICANTLY
dIGAZR ANL PETRCLIUM ZYPORTS WERE AT PEAX LEVYTLS. THEE
SITJATION HAS CHANGED AND, ACCORDING T0 IZRD AND IMT (AS
#ELL AS CTHEZH DONORS INCLUDING MISSION), GAC FAS A WINDOW
CI OPPORIUNITY WBICE MyST BI STIZED NOW TO AVIRT WORSENING
DECLINZ, 17BIS PROJECT, ALONG WITH OTHIR DONOR 3FFORTS,
BAS EXCZLLENT CIANCE TOR SUCCISS BY SUPPORTING TEQSE
ELEIMINTS wITEIN SRC STRIVING TO RETCIRTCT THE ¥CONOMY
TOVARDS AN AGHICULTUKAL BAS3L, THEE MARLET DRIVEN STSTIM, .
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R.E. -
SUBJECT: PROPOSED CAMEHOON FY &7 AEPRP -

REF: (A) TAOUNDE 18¢1 (B) YAOUNDE 1730 (C) TAQUNDE
2912 (D) STATE 155782 -

1. PROJECT CCMMITTEE (PC).FOR SUSJECT AFPRP MET 6/12/8&7
TO REVIEY REVISED PROPOSAL SUBMITIZD AEF (C). PC WAS
CHAIRED BY PD/CCWAP AND ATTENDED BY AFR/CCWA, AFR/DP,
GC/AFR, AND AFR/TR/ARD. DAA/AFR, LARRY SAIERS, BY
APPROVING THIS CABLE, HAS ACCEPTED HEFTEL (C) AS PAIP
SUBSTITUTE ANC NOT3S BIS CONCURIZINCE THAT MISSION MOVE
FCRWARD TO LESIGN OF FAAD DCCUMENT. MISSION SEGULD NOTS3
HQWESVIR, THAT §INAL APPROTAL OF PAIP DISIGN MUST AWAIT
DECISION CF AF/3E WEO BAVE MOT TST CONCUHRED ON CAMEROON
T €7 ASPAP. HOYEYIR ¥EZ EZXPECT A DECISION YITHI:N THE

T wEEL. PC COMMENTS FOLLCW AND SHOULD BE
Az PROPRIATELY FACTCRED INTO FINAL PAAD DESIGN.

2. PC COMMENTS:
(A) PHASING =~ SUCCLSS IN. DEALING WITH THE FERTILIZER

SUE-SECTON WILL REQUIRE SUSTAINED U.S.A.I.D./TAOGNDE
EFFORT OVER BOTH FHASES NOTED REF (C). IT<IS EXEZCTED
THAT THE PAAD DESIGN YILL EE FOH DOLS 2¢ MILLION
AUTHORIZATION INCORPORATING BOTH PHASES. UECOMING AHS
REVIEY WILL CAREFULLY EXAMINE MISSION OPTIONS FUE DOLS
11 MILLION OF CA FUNDING OVER FY 89

Y. WE WOULD

APPRECIATE RECEIVING UP-DATED ANALISIS OF HOY MISSION
@ILL FUND REMAINING BULUGET HEQUIHED FROM AAPY LEVELS.

(B) PROJECT VS. FHOGRAM ASSISTANCE EFC NOTED THAT °
PRCPOSED ACTIVITIES APPEZAR TO BE PACKAGED MORE AS
FRCJECT ASSISTANCE THAN PROGHAM ASSISTANCE. PC NOTES
THAT AZPRP IS INTENDED TO BE PEOGHAM ASSISTANCE LEADING
- TO POLICY REFORM AND REGISTERS ITS CONCERN THAT THE
CONTINUED HEAVY PROJECT EMPHASIS COULLD EOG MISSION DOWN
IN PROJECT LETAILS AT THE EXPENSE OF A BROALDER POLIfNY
HEFORM OBJECTIVE. FOH EXAMELE, HATHER THAN [MELTING

1/2 UNCLASSIFIED STATE 1&960&/9ih"
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SMONSTRATE THAT THZ PROPOSED ASSISTANCE HAS _
.ICIENTLY ADVURESSED TBEM 50 AS TO ACBIEVZ SUSTAINABLE
¢ORM IN THE FEBRTILIZZR SUB-SECTOR. FINALLY,THE
ELATIONSBIP OF THE PROPCSAL TO OVERALL GPRC POLICY
RESORM PLANS IN TEHIS SUBSECTOR INCLUDING REFJIRMS SOUGHT
EY TEE IBRD SBQULD BX THOROUGELY LAID QUT.

(E) BULK BLENDING PLANT = PC REMAINS CONCEIHNED ABOUT TEHE
N**URE OF MISSION INVOLVEMENT IN PHOPOSED BULs BLENDING
} _ILITY. GHRIGINAL IFDC STUDT CLEARLY FORESAWY THIS AS™
GOYEKNMENTLED ACTIVITY ¥ITH SOME FRIVATE SECTOR
PARTICIPATION. BOYEVER, REF (C) REVISED PROPOSAL
APPEARS TO INDICATE SHIFT IN EMPHASIS FROM FUBLIC 10
PHIVATE SECTOR. PARASTATAL APPROACH TO THIS ASPECT OF
FERTILIZER REFORM WILL BE CONSIDERED HIGHLY
INAPPROPRIATE ACTIVITY FOR A.I.D. SUPPORT AND MUST RZ

“FULLY ALDRESSEL AND JUSTIFIED IN THE PAAD SUBMISSION.

(F) CREDIT PC IS STILL UNCLZAR ABOUT WHAT MISSION IS
PROPOSING FOR CREDIT DEVELOPMENT UNDER TRIS ASSISTANCE.
WILL MISSION FOCUS ON NEY CHEDIT SYSTEM OR ATTEMPT TO
STRENGTHEN THAT wBICHK EXISTS? WOULD CREDIT BE EXTEINDED
AT FARM LBEVEL OR IS EXISTING SYSTEZM ADEQUATE? WEHAT W¥ILL
BE INTENDED USE OF CREDIT REFLOYS? PAAD SUBMISSION VILL
PE EXPECTED TO FULLY DISCUSS AND SUBSTANTIATE
FEASIBILITY OF MISSION INVOLVEMENT IN TEIS ARZA AND

FOST-PROJECT SUSTAINABILITY GIVEN CAMEROON’S CREDIT
CRUNCE ANL ITS NEW AG BANK.

(G) MONITOHING/EVALUATION PLAN = GIVEN THZ WIDE RANGE
CF FOTEINTIALLT CHAMGEABLE FAHAMETERS «HICH COULD
SIGNIFICANTLY AFFECT KEY ASSUMPTICMNS VITAL TO AEP3P
SUCCESS, FAAD CESIGN TEAM IS RZIQUESTED TO CAREZFULLTY

TILD MONITCRING/EVALUATION PLANNING INTO THE ACTIVITY
.0 AS TO PERMIT PERIODIC ADJUSTMENTS TO [MPLEMINTATION,
I! REQUIRED. THE MONITORING PROCESS WILL RECUIRE DIRECT
ANL ONGOING MISSION MANAGEMENT AND MAT REQUIHE
SUPPLEMENTAL ANALYTICAL TALENT.

(B) BUREAU ENVIRONMENTAL OFFICER CELEZGATES AUTEORITY F2d
AFFROVAL IEE TO THT REGIONAL LEGAL ADVISOK AND THE
MISSION CIRECTOR AS THE APPROVING AUTHORITY. CONTACT
HEGIONAL ENVIRONMENTAL ADVISOR, REIDSO/wCA [F FURTHER :
ASSISTANCE IS NEEDED. FORWASL COMPLETSD INFORMATION TV
AID/w (AFR/TR/ERO:BESSIE BOYD) FOR HICOKDS.

$. TO wORK WITH THE PAAD DESIGN TEAM IF DESIRED, AFH/DF
IS ABLE TO MAKE AVAILABLE STAFF 2CONOMIST, STEVE
SPOSATO. MH., SFCSATC SPEAaS FLUEMT FHENCH AND COULL 3E
AN EXCELLENT TECENICAL ADDITION TO THE PAAD TEAM. Ui
wOULD BE ABLE TO PROVILUE AID/W FERSPECTIVE ON THE DESIGN
EFFOHT AND WOULD BECOME AID/W IN BOUSE RESOURCE -
REGARCING THE CAMERNON AEFRF. UNFORTUNJNTELY AID/¢
TRAVEL FUNDS ARE NOT AVAILABLE SO TEAT MISSION YOULD
NEED TO FUNL BIS TDY. PLEASE ADVISE ASAF

4. OECAUSE PROCESSING OF TRIS ACTIVITI WILL TA4E PLACE
LATE IN THE FISCAL YEAR, A.I.D./W REMAINS CONCERNED

2/2 UNCLASSIFIED STATE  149620/0¢2



 UNCLASSIFIED | STATE 18960E/p1

CASH GHANT DOLLARS ¥ILL BE USED FUR CREDIT (aS YOULD BE
THE CASE IN TBE TRACITIONAL ICI FROJEICT), LOLLAKS CCULD
BE DISEURSED ACCORDING TO CASH THANSFER PHOCEDUKES IN
TRANCHZS A5 CONDITIONS ARE MET, WITEZ LOCAL CURRENCY
ACMIVALENT (CFA) ALLOGATED TO SPECIAL LINE OF CHRUIT

4 JCUSSEL RENTELS. ‘

(C) PENEFICIAEIES - ORIGINAL REF (A) AEPRE SUBMISSICN
INDICATEL GOAL OF INCREASING PHRODUCTION OF CEREAL CRO?PS,
WHEREAS KEVISED SUEMISSICN KEF (C) APPEANS TO FOCUS oON
OBJECTIVES RZLATING TO THE FERTILIZEIR SUY-SZCTOR

(ITSELF KELATED TO FOOD PRODUCTION ONLY pY INFEAENCE).
PAAD WILL BE EXPECTED TO CAREFULLY DELINEATE THE
OBJECTIVES OF THIS ACTIVITY AND MUST CONTAIN MICH MORE
LXPLICIT DOCUMENTATICN ON THE SIGNIFICANT LINKAGTS
ALLUDEL T0Q FETWEEN COFFEE/COCOA EFRODUCTION AND THAT OF
FOCD CROPS IN CAMEROCHN. AID/W BAS NO PROTLEM ¥ITH 4
PRCGRAM PURPOSE THAT IS FOCUSSEL ON INCREASILC EFFICIEANCY
IN TEE FENTILIZEK SUE~- SECTOH, BUT Y%CAUSE THE FROJECT
OBJECTIVES RFLATE TO CEZFEAL PROLUCTION RY SMaL

FARMERS, '
PAAD WILL FE EXPECTED 10 FXAMINE ECONOMICS OF FEPTILIZEF
USE AMONG SMALL FARMTRS ESPECIALLY FOR FOOD CROP
PRCDUCTION. THIS SHOULD INCLUDE AN ANALYSIS OF TjE
ASILITY 10 Fay NON-SUBSILIZEL PRICES FOR FERTILIZZA &S
®ELL AS TEZ ADIQUACY OF PROFUSED FEZHTILIZEY
DEMONSTRATICN ACTIVITIES WITH REGAED TQ PFRCEIVEY
WILLINGNESS OF SMALL FARMERS TO USE FERTILIZZRS ON 00D
CRCPS.

{-) RELATIONSHIFS TO OTHER FOLICY ISSUES - EB3CAUSE CF
THE COMPLEX ISSUES SURROUNDING FERTILIZER USE IN

CAMEROON (SEE REF (D)), RESOLUTION OF FERTILIZEK SUBSIDY

PROBLEMS MAY REQUIRE MISSION INVOLVEMENT IN AELAYTD
ISSUES. SUCH AS INCREASING FARMGATE PHICES FOx A
COFFEE/COCOA, RELUCTIONS IN ONCPL LEVIES, SUBSIDY
HEBUCTIONS FOF RELATED INFUTS SUCH AS ’
PESTICIDES/EERBICIDES, AND OTHEK POTENTIALLY VOLATILE
POIITICAL/ECONOMIC ISSUES. FoR FXAMPLE, CAMEROON
PRCDUCTION OF COCOA AND GOFFEE AVEPAGED 215,¢¢¢ M.T. °
BETWEEN 1984-8€¢/ PRODUCER PRICES WERE ON THE AVERAGEL
PETWEEN 30~40 FERCENT OF THF EXPORT FRICE AND GHC
REVENUE FROM TBIS LEVEL OF EXPORT CHOP TAXATIGN AVERAGEY
DOLS 575 MILLION IN 1984-85 GROS5, I.E., BLFORE COSTS OF
THANSPORTATION FROM THE FARM, HBANDLING,ETC. A HISE IN
CROP PRICES OF ONLY 9 PERCENT (11 CENTS PER KG) wOULD
ENTAIL A LOUSS IN REVENUE OF DOLS 24 MILLION OFFSETTING
THE GAINS FROM THE ELIMINATION OF THE TOTAL FENTILIZIR
SUBSIVY. FUR THIS HEASON THE GOVERNMENT C7 CAMEHOON MAY
BE VERY SENSITIVE TO INCREASING CROP PRICE LIVELS.
NEVERTEELESS, THX BIGH LEVEL OF TAXATION OF AGRICULTURE
SUGGESTS TEAT THIS SROULD HF DONE. THE FAAD MUST
CAREFULLY CDEFINE AND KEV.IEW TEESE CRITICAL KELATIQONSHIPS

UNCLASSIFIED ETATE  1895¢e/¢1
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QFFICIAL FILE GOPY 12 rem
DO NOT REMOVE : JYeT Pyg
. C HZ

Monsieur le Directeur,

J'ai 1'honneur de me référer 3 ma correspondance sus-visée, rel:
tive & L'objet porté en marge, et aux différents rencontres et contacts
qu'ont eux mes collaborateurs avec certains organismes américains et vos
Services, ainsi qu'aux observations des différeats autres Ministires ec
Organismes concernés par le probléme des Engrais, pour vous faire part du
point de vue du Gouvernement sur les différentes propositions faites par
L!IFDC daus son document d'étude sur le Secteur des Engrais au Cameroua.

Convaincu des avantages qui pourraient &tre tirés d'un nouveau
systéme de gestion des engrais, le Gouvernement marque son accord pour la

- mise en place du systime proposé, lequel procédera par les phases suivante

S - formation des cadres et promotion de 1'emploi des engrais au
% \ o Cameroun,
L& § 3 - achat des engrais en vrac et ensachage sur place,

- mélange des engrais (composés) sur place,

= production nationale des engrais azotés i partir du 83z nature
o local,
c - eee, i
-w . . . ->——
2; o o D'ores et déj3, et en attendant la mise en place des réformes st
por’ x Ea o | évoquées, des mesures suivantes ont été prises qui tendent 3 débloquer ce:

o ;E = = § tains goulots d'étranglement :

- décentralisation progressive du systéme d'acquisition de cer-
tains inputs (mesure dont 1l'exécution est cependant rendue difficile 3 ca
de la fragilité de trésorerie de 1la part des organismes intéressés),

- réduction de la subvention (mesure par ailleurs facilitéa par
la baisse du prix des engrais au cours de la campagne 1986/87),

- simplification des procédure d'acquisition des engrais et -au-
tres inputs (élaboration de Marchés-type, suppressiocn des lettres de
marchés, etc...)

- etc...



Je me dois par ailleurs de vous faire connattre qu'au cours de
cette campagne certaines Socidtés dont” la SEPCAE se propose de procdder a
1'ensachage de certains produits (Sulfate d'Ammoniaque) sur place. Je '
pense que cette Société, qui a une longue expéricnce dans le domaine des
produits chimiques, et est la mieux implantéa sur le territoire national,
constituerait un partenaire privilégid qui s'associerait i d'autres Socidté
camerounaises ou Sociétés américaines pour continuer 3 remplir cette fonc-
tiom.,

Compte tenu de ce qui précéde, le Gouvernement sollicite de 1'U§-
AID, dans le cadre des études entreprises par 1'IFDC, l¢ financement d'une
étude de factibilité, portant sur la mise en place du systime proposé, et
dont les composantes ont été citées plus haut,

Parallélement a cette dtude, je suggére qu'il soit entrepris une
étude détaillée 3 la fois sur le codt de production des principaux produits
d'exportation et leur rémunération ainsi que 1l'évolution des prix de vente
en relation avec la réduction de la subvention de 1'Etar.

Il va sans dire que tous les détails seront apportés ultérieure-
ment lors de l'élaboration des termes de référence de toutes ces dtudes.

D'ores et déj3 je continue i remercier de 1'intér3t que vous por
tez au développement du secteur des engrais dans notre pays, sactour indis
pensable & la promotion de notre agriculture devant consolider notre auto-
suffisance alimentaire et assurer le bien-&tre des camerounais.

J'espére qu'une suite favorable sera donnée i cette requéte en
vue de la conduite des études sus-évoquées qui constituent la suite logiqu
des précédentes consultations.

-Je vous prie d'agréer, Monsieur le Directeur, l'expression de ma
considération distingude.
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© Of October 1st 1986 . o
_§qaiggsi;;ﬁbgfseﬁslbilit?1Stﬁdyf6£¢thé:§?iy?iﬁfv
U Fertilizer Sa¢;or~Ptqjectiin,Came:oon '
Ht.,pitector,

I have the honor to rafer to the refacenceqd correspondence on the
subject Project, and to the various me2tings ard contaces mY SEAff “Yave hyd
vith some Mmerican or9anisations and your Mission, and ko the comments fronm
various othar Ministries and Agencies concerned “ith the fartilizer iseya,
to shacre with You the Cameroon Government's standpoint on the various

PL2POsSAls made by the I12DC in their study dncument on the Fertilizer Sacta
in Camaroon.

Convinced of the o2nefits which could be drawn from i 12w svstaem of
fertilizer manag:ament, the Government ig in 2q9reement with the 2stablistmant
of the propasad system, which would Proceed through the €ollowing phasag :

= training of supervisory stafg and promotion of fertilizer use in
Cameroon, , .

~ Procurement of bylk fertilizar and in-country bajqing,

- in-country bulk-blending of fertilizar (bulk blends)

= national production of nitrogen fect{lizecs fecom iocal natuesl Ias,

Pending the ‘Implementation of the abova teforms, the following actions
have already been taken vwith a view to unblock some bottlenacks:

=~ Jradyal decentralizatinp 2°f some {inputg Procurement system (a step
whose implementation is hampered by the cash problems experianced by the
agencies ®™ncerned),

-'phastnq out sibsidies (this measure is facilitated by fall {n
fertilizer Price during the 1986/87 crop year),

- simplitication of the procurement. procedures for fertilizars and other

inputs (development of type-contracts, elimination of contract letters,
etc.)

l.C/.l.

—— a4~

7z
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I also wish to inform you that Jduriag the cUrrent croo vear soma Coanjag
among which SEpcaz Plan to endage in local baqqing of Some products (e.q,
*nmonium sylphata), [ S2lieve that this company, “ith {ts lang 2xdariensa {p
chemicals ang “hich {s the bast estadlished on the nat{onal teccitory, 431314
%2 a syitanvle PAartnecr to fylfjy this function {n 32 joint ventyre “ith okNap
Canecoonian or American companiasg

Taking into @nsidecati{on the aforgsaid, the Government (2quest that
USAID, within the framework of the 1PpC study, fund the feasibility studiag
relating o the implementation of the proposed system, the Comoonants of which

Alongsida thisg study T suqggae:: the launching of a detailed sryqy of Yoty
the production Cost of the major expoct craps and thair t2mdnecation, ynpd the
?volution of the selling prices in conaection with tha reduction of the

It goes wirhoye SaYing that al)l the 22t3ils wil] be Providad during the
drafting of the terms of refarence for all thege studies,.

Thank you once 333in for your intecest in the developmant of the
fertilizar 32ctor in sur country, a3 sactse “hich is critisal to the promstion
of our Adricultura, the Strenghtening of aur food self-sufficiency and the
“ell-being of the Cameroonian people,

conducting the above-mant {oned studizs which are the logical follow-up tn the
Previous Apertises,

Sincecely

/s/Jean-Bapl:iste Yok e

G &
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Table B-1" Agricultural Labor Relative to the 'J‘.‘(pp;’al Population

P Lt

;“: : i?]f : '_1§§i§§§? :
P ; | - . FERSONS s | ”}‘ PERSOHS ;
PoOPROVINCE + TOTAL i PERACTIVE:  TOrAL : peR acTIVE .
N PORMRR s RN s RaRN by
; b OLABOR : WORKER(#$) :  LABOR ; WORKER(ts) ;
: EXTREME NORTH: T m o 987,000 : Lo
: NORY ConeT ;L oo 21
: AGANAOUA : (n : w : 180,000 : 2.3 :
. : i L : 210,000 : 1
: CENTER : 2 : i : sso.oqo;:‘?“ 2.8 :
sur ; SUT,600: 19 174,600 : R
LTRS¢ 74,300 ; N 210,000 ; 6.0 :
SOUTHWEST : 254,100 : 1.8 : 293,000 ¢ ‘;?’z;z;“ ;
NRTHEST 390,000 ; LS ¢ oS50 L9 ,
NEST ) 547,300 : e s W00 L
R e AT 7T ya

S0URCE) 1972 anO 1984 asrRICULTURAL CENBUS.

(®) PERBONS wHOBE RAIN ACTIVITY 18 FARRING.

feo) ACTIVE AGRICULTURAL MORKERS amg INCLUDED 1IN THE ToraL,

(1) INCLUOED wiTH THE NORTH, 12) INCLUDED WITH THE 80UTH,

/00 x



Table B=2

DEVELOFED AREA

Developed Area by Type of Crop and Average per Parm in 1984

o - ;b NUMBER U SO - tAVERAGE
T PROVINGE - OF : ‘ t FOOD : EXPORT : FOOD : EIFORT : dOIN ot
R ¢ FARMS T AREA & CROPS : CROPS : CROPS : CROPS ¢ TOTAL : 1972 :
I : ot AR s r (1t (KA ¢ (HAY ot (HAD. i (HA). 3.
H H : H H H H H H H
: s ! : : : : : : Ty
: EYTREME NORTH: 268,500 : 411,700 : 881 121: 137 : 006 ¢ 153 &+ (1)
: HORTH : 96,700 ;150,000 : T L: 24T 1.8 : 0,37 : LSS i 1.65:.
: ADANADUA : 53,900 ;- 83,000 : 95%t: S5T: 1.4 : 0,08 : LS4 ¢ (1)
t EAST : 66,700 ¢ 142,300 : S21: 481 L1 ¢ 1,02 ¢ 213 ¢ 1.8
: CENTER d 162,000 ;261,800 ¢ M X: S9L:  0.6b 3 0,95 : LAl ot (D) ¢
s SOUTH : 55,000 ;114,500 : 421 SBL: 0,47 : LMl ¢ 2,08 : 2,07 :
¢ LITTORAL. & b4,000 ¢ 83,500 : 45 %: S5T: 0,58 :  0.89 : L2T ¢ .40
: SOUTHWEST 73,300 ¢ 200,500 ¢ 43T: STt 1,08 : 155 ¢ 273 1 147
¢ NORTHWEST ¢ 131,200 : 229,000 + 78%1: 221: 1.36 ¢ 0,39 ¢ 175 : 1.43:
: MEST ¢ 158,700 ;292,600 : 8B X : 32T 1.25 :. 059 : 1.84 ¢ 1,43
: H : H H H H H H H
¢ CAMEROON  : 1,130,200 : 1,946,800 : 65 %: 3ISTs 1.3 : 081 ¢ 174 : 1.6B:
4 H : H H H H H ! H

SOURCEs 1972 AND $9704 ASARICULTURAL CENSUS.

(1) INCLUDED WITH THME NORTN.

(2) INCLUDED WIYH YHE SOUTM,

Table B=-3 Distribution of Parms and Developed Area by Farm Size in 1%
: : : TOTAL DEVELOPED AREA :
; FARM ¢ © FARMS s EXPORT CROPS :  FOOD CROPS - ¢ TOTAL ]
: S511E : - H : : :
: : : s 1000) ¢ (000 ¢ ¢ 1000) ¢ :
: (HA) ¢ NUMBER : 1 tHECTARES: 1 : HECTARES: 1 ¢ HECTARES: 1 !
: : : : : : : : : :
¢ Below 0,25 ¢ 92,400 g.21: L0 0.1 % 12,9 1.0X: 139 0.7 74
$ 0,20 - 050 ¢ 127,000 1L21: 1.0 Lo%: 42 L2t 8.2 251
P50 - 075 ¢ 156,000 1L T 183 2,81 647 .1 8L2 1.! 1
$ 0.7 - L00 ¢ 118,800 10.51: 250 ol 78,9 L 62T: 1039 .31
s 100 - LSO ¢ 185,600 le 4 1 i 89,3 10,11 1585 12.41: 227.8 1,61
P15 - 2,00 ¢ 141,700 12251 8.9 15T 1886 13.21: 2405 1226 Tt
$ 2,01 - 300 ¢ 165,400 0% 1450 20,01 2659 20,81 410.9 0.9 1
s 300 - S.00 ¢ 17,100 1241 1657 WX 27%4 0 241 4193 2.3
¢ 500 and over: 47,500 $21: 1.1 0%t 250 16.81: 3941 20,07 ¢
ST T he L 6.5 A0 4 s L2793 100 1¢ 1,368 100 1 :

SOURCE) 1986 ABRICULTURAL CENSUS.
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the Traditional Sector in 1984

- Table B-4 ‘Food Crop Production by
UNITS » (& PIDDUCYIOI l. Yﬂll

8 M‘A IN- N(CYM(I .
: s : EXTRENE- : : : e : : SOUTH- : NORTH- : C TRl o g
:  ORP ¢ : MORTH : NORTH :ADRMADUA : EAST @ CENTEK : SOUTH :LITIORML : WEST : WEST : WESI : D OMMERDOH : AP
s 3P 142,670 1 40,890 ¢ 32,290 s ; : : ;1,420 ¢ s 207,210 .'F'. T
§ MILLET/SORGHUN: 5 : 292,000 : 62,100 : 17,000:  (:  (1: :  @: @2z 1,90: () 33,1005 HlLLEIISDRGHUH It
: s__3 o ot : : : : : t : : i s :
: :P: 14,506 : 16,800 : 3,100 : 9,326: 18,520 : 4,670 : 3,870 2,520 ¢ 11,730 : 10,590 : 99,630 s P i
P OGROUNDKUTS & §: 24,900 : 28,100+ 3,900 : 11,600+ 25,800 : B,600: 5,300 : 1,900 : 8,900 : 15,100 : 134,100 ¢ 5 : GROUNDNUIS. ;.
: P s 6,790 13,110 ¢ 45,310 5 36,42 ¢ 15,000 3 3,810 ¢ 5,900 : 11,210 ; 168,990 : 112,760 : 408,740 : P : :
: CORN 51 10,2000 10,600 : 23,900 3 13,200 : 11,600 : 2,600 1 7,000 5 7,100 : 59,900 : 59,400 ¢ 205,700 : S : CORN :
: : P - 779,700 : 197,300 .'353'866' 128,700 : 98,000 : 303,800 : 109,500 : 87,600 :1,385,300 ¢ P s L
: MANIOC $ 53 s m:mm-mm-nm.mm:mm:mm:mm;zm:mmoamm I
: Y : : 9,840 ¢ ve,:aé' B30 s 10,500 ¢ 49,330 ¢ 39,860 ¢ 40,330 : 1BI.S00: P T
: COCOYAMS  : S 20z 3,00 10,800 ;3,200 1 6,600 5 25,400 + 19,300 : 20,100 1 7, 000 2 §  cacovanS :
: :__t ) : : I i : : : : : N :
: sPy * : ;4,400 1 190,700 = 57,100 : 63,500 : 245,000 : 18,300 : 125,900 1,001,600 ¢ P ¢ ;.
: PLANTAIN ;S 3 (@ i g 87005 13,200: 43003, 2,700 5 12,000 ¢ 6,000 : 5,000 ¢ 53,100 : S : PLANIAIN
: _ 3 : : K S . : : : : : f I X
H HY H : : : ¢ 1B,550 ; : 7,860 ¢ 11,200 : 19,780 : 38,140 : 95,530 : P ; :
s YAuS $S53 - @ Wi W w 3,300 t (s 1,¥60: 2,305 4,800 : 8,700 : 21,000 : 5 : YANS :
: t__3 H : : : H : : : it :
: Y e : : 42, soo 116,000 s 20,700 1 48,100 s 19,000 : 128,300 : 155,800 : 580,400 : P : :
: BANANA s 53 2) : i (l) s 1,400 ¢ 3,200 : 700: 1,200 ; 4,800 : 5,500 : 9,900 : 26, 700 ¢ § : BANANA :
: 2P s . b+ 2,950 23,580 : 4,110 9,830 : 18,810 1 13,700 : 4,830 :  BL530: P : :
PRALADIL - 25a . (el @ 425 14005 16,4001 5,800 : 34001 11,900 ¢ 7,500 : 3,500 : 50,200 1 § : PALN DIL :
: $_3. .8 : SR S . : : : : 3 I :

SOURCEs 1984 ABRICULTURAL CENBUS. (1) NEBLISANLE, INCLUDED IN TOVAL., (2} MOY PRODUCED IN THE PROVINCE.



Crop Parms Faras with Crops, Cocoa Faras, Coffee Farms, Cotton Faras, Tobacco Faras.

. Table B-5 and Farms with Foodcrops by Pravince. L ‘ P S
a:.—.=:::::::8::::::::::::::-'-'B========j'.'-’=====::a===============:=======I==l=l8=l=l8::8=l=l=z=:===:_===8==;.==u:g=u=c:l;u.;gyj;'.?_':_
Faras . . - R
Province . with Cocoa Coffee Catton Tobacco Faras with -
Craps 1/ Faras 2/ Faras 3/ Farms Faras 4/ Foadcraps 4/ -
======B:IB:B::::::::::::::::::==3::::=====3===BI=====;========:==:=======B=====‘==B::::::EBI:IIHB:;B:Zl:::l:n.:::a:
| S el L C LT nusber/percent §/ ——--=--~e oo >
Extrese North 262,500 . - - 87,200 Ya 240,500
(32.9) : (89.8)
North . 96,700 - T - 49,500 &/ 96,400
(31.2) ‘ 99.7)
‘Adamaoua 53,900 -- 3,700 - - 1,200 - 52,000
6.9)° ' . (2,2) (94.5)
East 66,700 29,000 34,700 . -- 20,000 ; 44,800
(43.5) (52.0) (30.0): (97.2)
Central 162,000 123,300 20,400 - 12,600 . 160,300
) (746.1) . (12.8) : (7.8): (99.0)
Sauth , 55,000 45,300 2,600 -- 7,200 51,900
(82.4) (4.7) (13.1) (94.4)
Littoral 464,000 15,300 34,800 -- &7 63,800
(23.9) (54.4) ; (99.7)
Southwest 73,500 37,000 24,500 . -- . &/ - 73,500
L (30.3) (47.1) LN ; (100.0)
Narthwest 131,200 3,700 96,700 - 15700 130,400
(2.8) (73.7) (1.3) ; (99.5)
. West 158,700 8,600 134,400 - 1,500 158,500
(3.4) (84.8) (0.9) (99.9)
Total Traditional 1,130,200 262,200 362,100 136,700 - 45,000 1,092,300
(23.2) (32.0) (12.1) (4.0) (95.6)
=======================================ﬂ=ﬂ=33:.::8:.3==:=8=====:=3=B=ﬂ=========‘ﬂ=============B===.===B===a==ﬂ=:==a=

1/ Parts may not sum to totals due to aultiple counts. SOURCE: 1984 AGRICULTURAL CENSUS

2/ Includes farss with field areas only. .
3/ lIncludes arabica/robusta coffee farms with field areas anly.

4/ Includes harvesting farms only. T _ o
3/ Percentages expressed in teras of total crop faras and shown in parentheses.

&/ Included in natianal totals anly. .

>
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Tab -6 dcC Production , L
able B Selecte rop ‘Faras Harvesting and Selling, Total Production and Ruantities Sold

/Quantities Sold and Average Quantities Sold per Harvested Farm by Selected Crop. '
t 1 1t 3 1 1 1 -+ R 3+ T T T L ) - D e e . - - R RO R S ST S RN N T E I S S T S S SR N TS S S S C e R E N E R S R N O E S R R S T S S S S S A S SR S S S S S S ISR A SN SCEEEEE B R )
Faras Ratio of Total Total Ratio of Av.Quantity
Selected Crop Faras with Faras Selling Productian Quantity Quantity Sold Sold/Fara
Harvested 1/ Sales 1/ to Harvested Sald to Praoduction Harvested
I.IIBS:.B.EBBHSSBSS.:B::::B::B:H:SBI‘.III.B‘.S.H:B:ﬂ:l====Sﬂ=ﬂﬂB-.‘Bﬂ:ﬂB:BBBﬂI:B:SB::E:B::IﬂlB‘:‘-:a:BS-BESIIB-.IISIIS
(nusber) (nusber) (percent) {--~ metric tons --> (percent) {kilograms)
Locoa 222,200 222,200 100.0 3/ 114,000 114,000 100.0 3/ 313
Arabica Coffee 164,800 166,800 100.0 3/ 35,400, 33,400 ‘100.0 3/ 212
Robusta Coffee 173,500 173,500 100.0 3/ 118,830 118,830 100.0 3/ 683
Cottan 128,900 124,400 96.5 82,210 79,090 26.2 - 814
Tobacca 45,000 21,400 48.0 2,200 2,040 - 92.7 43
TOTAL EXPORT CROPS 2/ 638,200 430,200 98.7 -- -- P -- e R
Haize 732,300 269,900 36.9 408,740 25,460 1 23.4
Sorghua/Millet 334,900 43,200 12.9 207,660 14,450 7.0
Rice 17,000 7,400 43.35 7,330 4,140 1 56.8
Cassava ) 518,300 178,900 J4.5 1,385,300 418,800 :30.2
Cocoyaas/Taro : 552,300 164,300 29.7 191,800 44,350 $23.1
Yans 439,200 141,100 30.7 109,420 31,600 . 28.9
Mhite (Irish) Potatoes 138,300 37,800 27.3 41,980 17,870 " 42.6
Beans 511,000 165,200 32.3 54,460 20,010 " 36.7
Peas : 136,000 27,300 20.1 6,910 2,200 -31.8
6roundnuts . 722,200 266,700 36.9 99,180 32,100 - 32.4
Sugar Cane ' 182,800 97,700 31.4 122,810 56,140 . 49.7
Plantain 528,800 235,600 44. 4 63,620 4/ 25,220 4/ - - 39.4
Bananas 915,100 193,000 37.3 49,850 4/ 14,940 3/ . 30.0
0il Pala - 230,500 37,200 24.8 B2,4830 4/ 27,480 &/ " 33.9
YOTAL FOODCROPS 2/ 1,092,500 682,400 62.4 -~ -- == --
Total Crops 1,098,900 891,800 81.2 -~ - e -
-ﬂ---ﬂﬂﬁﬂﬁﬂﬂﬁtgggﬂﬂtﬂg-BB::BE‘-‘I..-lllllllslllﬂltlBSIBB=l=EBBBE‘B.B.G.::ﬂﬂﬂ=ﬂ3.lB:B::=88==B=B==F==B====::-HIB===S===
1/ Parts nav not sua to totals due to multiple counts. SOURCE: 1984 ABRICULTURAL CEHSUS

2/ Includes only farms harvested/faras with sales at date of interview for crops listed.

3/ One hundred percent of farams selling/production sold assuaed. .

4/ Prod./quant. sold for plantain/banidnas and oil paln expressed in 000 bunches/000 liters, respectively.
3/ Av., quantities sold for plantain/bananas and oil pala expressed in bunches/liters, respectively.



" Table B-7  produstion GF Export Crops - 1984-1986:

(| UMITE : AMODUCTION IN TONS
' ‘ AREA IN HECTARES

1984/85

¢ ® % 4o we ar 2 s e ee B a6 o6 e s :

s 1983784 : : 1985/86. - :

s ! : : :

- -CROP : : : : S : : :
' * PRODUCTION :  AREA  : PRODUCTION :  AREA : PRODUCTION @  AREA

: : K : : ! :

Cocoa P 109,000 5 421,890 ¢ 120,080 : 24,000 : 118,320 & 426,020
ROBUSTA CGFFEE: 47,000 : 204,559 ; 119,000 : 205,500 : 17,462 1 206,445
ARABICA COFFEE: 16,600 5 129,715 ; 20,000 : 132,200 19,690 134,600
COTTON : 1,580 : 78,380 : 97,500 : 80,800 : 115,54 : 89,232
TOBACCO-CIGRET: 897 : {2) : 950 : 12) : b8 - i)
TOBACCO-CIGAR : LT 2,442 ¢ 1,339 ¢ 4,037 LS ¢+ - KR
RUBBER : 16,413 ; 24,012 ¢ 17,679 ¢ 0,505 18,469 ¢ - (:
BANANA : 78,400 : 3,407 : 79,200 ¢ 3,600 ; TH,00¢ the 3,410 ()

() EBTINATED #ROOUCTION FROX OCH VAS ESTINATED oY PROJUCTION IN 1984a/us - 13,000 TONE,
1) nOT avalLasig.

() amga 1n creanerTe TOSACCO INCLUDED wWETM CisAar rasacco.

/95



Table B-8  Marketed Output of Principle Export Crops - 1972-1983
1972/13°  1973/74  1974/75 1975/16  1976/71 197°/18  1978/79 1979/80 1980/81 1981/82  _1982/83 Averace outi.:
N S ‘ CI912/73 - 192k
:0C0A 106,896 - 110,459 107,503 104,604 81,711  10I,923 105,780 121,862 119',‘5'11 120,239 156,050 108, 139
COFFEE 95,993 91,894  '8I,178 25,302 88,596 74,174 90,733 114,801 111,434 97,223 125,237 99,725
Robusta 62,767 66,952 55,047 94,801 61,493 57,719 71,313 83,311 86,795 71,638 {03,235 74,104
Arahica 33,226 24,932 26,131 30,504 27,503 {6,355 19,420 ~ 31,500 24,639 25,585 . 22,002 25,621
COTTON (BULK) 45,296 27,837 40,043 49,462 47,767 40,682 59,496 80,335 84,344 79,819 72,368 56,934
1ORACCO 2,548 2,973 2,856 2,820 3,078 2,523 2,557 1,930 1,705 - -2,068 1,914 2,517
"Loat 2,163 2,247 2,153 2,063 2,478 2,2%0 2,302 1,374 L3100 = . NA 1,314 1,966 (1)
Cut 365 726 742 747 400 573 635 556 395 O N/AL 1. 630 579 (1)
1EA N/A /A 935 975 1,003 1,710 2,015 1,950 1,882 2,131 1,801 1,600 ()
> INEAPPLES 2,297 2,469 3,896 4,370 4,537 5,848 7,021 56477 3,635 - 2,466 . 1,450 3,957
JAHANAS 65,500 66,800 74,507 85,707 az,270 79,079 76,321 75,850 .. -56,500 _ 53, 69,812
WHEER 17,252 17,982 18,028 16,377 17,931 17,932 7, 165 =|'7~f,f770‘;{-.;, _18‘,027 " 16,936
'ALHM . » . _ . e S o
oil 30,526 42,730 32,8000 39,374 37,493 43.746" 35,831 .57,697 65,642 . L 43,025
Kernels WA 24,345 18,607 9,263 _ 8,108 8,313 2,212 . 11,878 711,699 © 13,305 . .i'|5,537 12,839 ()

1) 1981/82 not Included -

2) Average 1974/75 - 1982/83 -
3} 1972/73 not Included el

-ource* Edlafric, Bulletin de |'Afrique Nolre

/ 7 /74



Table B-9

Prices, marketing costs and macgins in CPAF
robusta and arabica (1982) -

and US$ per tonne o£

- ¢.i.f.-price (France)

Costs of shipment
{reight, handling
insurance. finance (2.66 %)
quality discount, etc.

Total

F.0.b.-price (Douala)

Costs of export
customs, harbour charges
export tax (32 % of v.m.)
various other taxes
margin cxporters

Total

Gross earnings

Marketing costs .
collection, handling
hulling, polishing
grading
sorting
storage and losses
transport
cost of finance
administration costs
‘prelévement’ ONCPB

Totul

Net earnings

Price to producer

Ristourne to producer
Margin to reserves

Share of urit value of
exports (f.0.b.) obtained by
producers

Robusta Arabicy
(CFAF 1000) (USS 1ty (CFAF 10 (Ussluxn.
80 2 Lt R0
A ki)
21 .28
44 52
95 107
708 2.158 R4 247
13 13
66 77
6 10
4 b
89 108
619 1.88 o L6
26
)|
6 40
8
10 7
0 1
27 20
10 s
6+ R+
i 176
47 1.36 5 1.62
330 1.00 RELL L1
- M
117 0.36 16X .51
47 % 45 %%

L. Allowance is made for low grade coffee. for which producers reccive less
CFAF 350 per kilogram green coffee.
Source: SEDES (1982)

than the official price of




= Téblé 8-=10 ' Basic Cocoa Price Schedule

FOB Price Dcuala

Export tax
Otner taxes fees
Overhead costs
Dealers prefit
Transit charges

Loco-Magasin Value

Financial costs

Storage and insurance
Transport and processing
Collection charges
Special levy

Nu-Bascule Value

Producer price
ONCFB’s levy
NPC

1982/83 1983/84 1984/85 1985/86 1986/87
540 754 ros { 001 T25.12
56 56 s 56 s6
LT AR Y N 111 W N TN Y (I
8.32  .12.21 12:21 13.19,  13.85
3.50 - 422 A2 422 | 422
23 328 328 3,28 328
564,93 . 673.08 935,08 919.10  643.57
13.32°  20.58 20.58 20.58  20.58
L2 0.74 0.74 0.74 0.78
28.66 22.55 22,55 22,55 22,89
5.80 3.58 5.58 5.58 3.94
0.90 0.90 0.90 0.90 0.90
515,11 624,62 886.52 870.64 594,36
330,00 410.00 410,00 420.00 420,00
185.11 214,62 476,52 450.54 174,35
0.57 0.59 0.42 0.45 0.53

Source : Results derived from SEDES (82)

schedules

table 22 p. 80 and ONCPB’s

/05 x
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Table B-11

National production, domestic consumption and exports for coffee

(1960-1981) (in 1000 tonnec)

Crop Opening Production  Consumplion  Available Expurt Clusing.
year stock ~ forexport stock
1960/41 2.8 5l 0.1 53.9 4.9 9.0
1965/66 15.7 80.5 0.2 96.1 68.0 28.1
197071 287 76.2 1.0 103.9 60.0 439
1975116 59.0 7.2 1.6 136.6 110.5 _26.1
19767717 26.1 81.0 1.6 105.5 n1 318
197718 JLs 85.9 1.7 116.0 80.1 35.9
19787715 35.9 107.0 1.9 141.0 9.7 473
1979/80 47.3 114.8 2.0 164).1 96.0 6.1
19R/R1 g 112.4 2.2 174.3 2.6 K2.7
1981/82 82,7 112.1 2.5 192.3 YS.K ".s

Sources: ONCPB (1983/84), CNCC (1980a)
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Table 8-12 Production costs of arabica and robusta coffee in West Province

1982/83 o
Arabica - Robusta
tradi- improved teidi- improved
tivnal tional ’ :
Yield (kg/ha) 2s4) 325 425 A28
Plant density (plantuha) 1250 1250 1300 1%
Productive period (years) 20 0 25 28
Wage rate (CFAF/man-day) 00 W 7 i
Annuity of establishment costs ., '
(CFAF 1000) (10 %) 27 21.5 25.8 25.8
Annual costs ‘
Labour inputs (man-days) )
weeding 20 20 40 50
fertilizing 7 10 4 n
discase control 8 15 4 K
pruning 7 9 10 18
harvesting k)] L2 13 H
processing ] 7 - -
drying 3 3 4 S
transport . 3 3 5 6
total RS o1 1] 138
Subtotal of costs (CFAF 1001)) 595 70.7 700 Y6 i
Material and other costs (CFAF 100y)
ferulizets = 7. 70 140 1S M
chemicals 4.0 10.9 1.8 36
processing materials 460 80 20 3.0
depreciation tools 7.0 10.0 7.0 1.0
transport manure, etc. 2.0 6.0 - -
other - - 6.0 9.0
Subtotal 26.0 48.0. 20.3 .6
Total costs per hectare (CFAF 100) 3.0 146.2 116.1 1620
Costs per kilogram (CFAF) 452 450 213 259
(USS) 1.26 1.28 .76 0.72

Source: UCCAQ (1983)

//0 A



Table B-13 The Production costs per hectare of green coffee in the gSelected
countries (1982)

Costs of labour Costsof  Over- Total Yicld Cost
material  head &  costs (kgrha)  perkg
(man-  wage cOsls inputs cnla. (USSihi) colfee
days)  per (USS) (USS) blishment (USS/kg)
worker cusls
(USS/day) (USS)
Brazii 75 J.0 220 220 280 720 6lK) 1.20
Colombia 150 4.0 620 20 520 1340 Rony 1.70
Costa Rica 150 24 30 sk 1320 2
Kenya /4
estates W 1.5 6 LI I (1 2150 Hin 1.us
smallholders 220 1.2 70 i) 250 770 6iX) 1.30
Rwanda 275 1.2 34 19 2% 820 r ) 1.20
Cameroon
arabica X 2.0 180 m 9 M 1] 1.70
robusta ito 2.0 220 50 i I 4 (.M
Ivory Coast 0 25 I8V 20 ) ey )] o 0.90
Indonesia 120 1.7 210 60 120 3% S (L8O

Source: Country studies (Chupter 3-10)



T;b,}.e B8~14 Producer Prices for Export. and’Agro-'Industrial c‘rops'_

UNITBs F Cra/ug

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

: CROP VIOB/ET 5 1%3TEY  1TRLeEs 1365/82
: : H ' ! :
¢ L0COA ! H ! : 1
T BRADE | : 330 ¢ 370 g 120 ¢
¢ SRRDE 2 ! T 0 410 §20
t OFF STANFARD H 163 ¢ 1%y 30 <80 ¢
t A0NUS “Fme H o " M 0
¢ RRARICS Z0PFEE : : : ! :
¢ HASHED : : H ! :
: 6000 3RaIM : . S 59 9 ¢

TONT NPME RN BRI (1 0o
TONDN RRTHED : ' : ! :
¢ 350D sRaiN : b1 I 0 0 Uy
¢ BONUS NPMR : (1 U (B 0
: ROBUSTA COFFEE . : ! s ! H
¢ SUFERIOR/CIURANT ! 150 ¢ 90 ¢ 430 3 0
t  BOMUS wF7B ! "o (s 30 0
s COTTON : H : : H
$ 0 ITARDARY : {3 s 11 120 3 140 ¢
t  CFF STANDARD $ (2 i ¢ 17 130 2o
+ EONUS $ i ) 133 i3
: : H : H !
} TRESCCO-(I6ARETTE ! 4 452 s 493 M:}
t TARACCO-CIERR H 0 ¢ 150 4 130 150 ¢
¢ RICE iragav) : Y] T 18 3 18
¢ RICE (EX-MILL) : 14% 4 145 ¢ 143 3 133 ¢
D OARLUNONGTS (SeELigD ! A 199 ¢ 120 ¢ (el ¢
T I HIE TS B HTR : Urd I 1784 123 323

1) NOT vEY. INRTITUTED, 127 NOT AvalLAGLE.
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Table B-15

Marketing of Principal Agricultural Products by the.Traditional

Sector (1984) ' Table B-16
: ¢ NUMBER 1 : 10F : AVERABE : o : o
: CROP . : OF ¢ OF : PRODUCTION : PRICE : Consumer Price Index f o e
: ¢ FARNS ' : TOTAL & SOLD  : RECEIVED : 100:1968) Of Medium Condition Familiss. (Base
1 : (NUMBERY ¢ (X} : (X} & (CFA/Kg) : |
- : : 3 : : : : T 1 PERCENTAGE :
¢ LOLDA s 22,200 1 23.2%: 10001 3 A2z : : INDEX i1 GENERAL : ANNUAL GROWTH RATE  :
: ARABICA COFFEE # : 180,200 : 15.9%: 100.0X & 300 (»: : YEAR : FOR FOOD : INDEX 3 :
t ROBUSTA COFFEE # : 200.000 s 17,71 1000 X 330 (#): : . ¢+ COMMODITIES: : £000 : GENERAL :
: COTTON i 136,700 0z 120 %: 9621 ¢ 130, . ‘ . . . :
: TOBACCD : 45,000 : 40X 92.7% : S5 : . . : . .
: : : i : : 119712773 136 3 125 3 :
s CORN H 811‘900 : M.81: Ji.8 1 89 H s 1973 71 7141 149 : 143 : .71 ' : 1.8 1;
: WILLET/SORGHUN : 385,400 : 32.31: 7.0% 1 9% VIS TS: 1T ¢ 19 i 1861 :  i1b1 :
# RICE P 300 s SLa o sL1l g 30 p1975 /765 200 s 185 ¢ 1241':  9.B1:
2 MANIOC : 529,000 : 46.81: 30.21 ¢ 4 s L1976/ 71: 2 ¢ 01 i 31 i 1LB1:
: COCOYANS :  &57,400 : S8.2X: %A% 1S3 R I S S 1’3'5 1': 108 z:
: YANS : 524,500 : 464X 2891 : 8B5S LB/ 19 2% .o i 171+ 94ls
t POTATOES : 179,90 : 15.9%: 4261 : 82 C1979 780 M1 ;209 . s01':  781:
: BEAKS ;625,300 : 55.31: IX o B 1980 /81 : 349 e L
s PERS : 196,500 ¢ 17.41:  3.BX ¢ 99 ¢ LGBl B2: 4B+ MT + 17a1': 1nats
: GROUNDNUTS s 84,500 o TH2T: 331 ;U3 : 92 /B3 : A ;389 i 1601 1231
., SUBAR CANE : 182,800 : 16.21: 4761z &3 : 1983 / B4 D 577 C s LAl ; 1 ;
¢ PLANTAIN : Se4,990 : S0.01: 3981 : 770 (1): L1984/ 85: 518 : 492+ %61 : 10.51:
s BAKANA : 507,900 : 491 300X ;48O (D): . 1985 / Bb . 577 . sss : 1‘9 I 1241 :
: PALM OIL : 427,800 : 31.BY:  3ST oz 295 (2 : : : : e e
: IBIAL : 1 130 200 : : g : : SOURCE s NINIBYAY OF _PLAI AND RESIONAL nlvl'Lorn!n!'.
: : ! ! . : : : DEPAPTRENY OF BTAVIGTICS QND !‘A!lOML.QCCOU’OIl.

SOUACE 1984 ASRICULTURAL CENBUS. (1) FCPFA/BUNCH. (2} FCFA/LITER.

(e) RAN COFFEE BEANE, BEFORL NILLINS.



Tabl - . S ' :
a §~E 17 Halize: - Farms Harvesting and Selling, Quantity Harvested and Sold, :
i and Average Quantity Sold per Harvested Farm by Province. - -~ K
Production/Sales .
=========================================:========================================================;======:====:=::'_
. Ratio of o Average
Faras Faras Farams Quantity Quantity Ratio of Sold per
Pravince Harvested with gelling to Harvested Sold . Sales to Fara
S Sales Harvested. Praoduction Harvested
B====ﬂ=h==8==;===:=============:=3==8=8=========8==B==============B==BB========B:::S::::::::B::::B;======:===8====
(auaber) (nuaber) {percent) {a. tons) (a. tans) {percent) (kilograas)
Extreme North 27,200 4,400 162 ) 6,790 . 2,160 31.8 79
North - 37,300 10,5600 28.4 j 13,110 34290 -25.1 |
Adamaoua 33,000 17,500 50.0 43,310 23,220 - ,53;6 o 663f 
East o 53,700 28,400 53.3 25,420 - 5,540 210 103
Central. 139,000 47,800 - 34.4 15,440 2,990 . 19.4. 220
South . 44,300 14,000 31,8 3,810 e aa o a
Littoral 54,800 15,400 28.1 6,900 1,200 - .y~ 17.5 22
o ‘ cee T e R
Southwest - 62,200 29,300 47.1 11,210 3,740 »,‘fﬁfi3§§53 S 607
Northwest 128,100 55,900 43.8 168,990 36,110 1.4 282
Nest S 150,700 45,300 30.7 112,760 16,450 [ ‘109
Total Traditional 732,300 269,900 . 36,9 408,740 . 95,460  23.4 %0
‘é;';;:;ééxj»:.%‘.:;é=====';$=='£§é;é;ég;éé5:#:};—:====é:::{!:,‘ﬁ':f.-‘.;‘-v-:":é:v;===:==;:‘;#::;;====é=:====:':.;=#==::::::::::::’:égg_;;2::‘.:t:‘::V::;.-‘.v‘: ‘

 SOURCE: 1984 AGRICULTURAL: CENSUS.



s/

Cassava: Faras Harvesting and Selling, Quantity Harvested and Sald,

Table B-18
L and Average Quantity Sold per Harvested Faram by Province.

Ptodhctib@'Sqles

================BHHBH.BB=3===B:::::::::::::::: -------------

1/ lIncluded in national totals only,

v.:::’;alaf‘-‘.;j:_g»::_::‘.»lfz.=A:":_§=x-=5:‘_‘========a==============:a== ------------- sssszuz
' ' Ratio of ) Average
v Faras Faras Faras Quantity Buantity Ratio of Sald per
Province Harvested with Selling ta Harvested Sold Sdalles to Fara
' Sales Harvested Production Harvested
!8‘::;:::::::::;::::::=======:==;========:=============:===================:==================‘=====:=====:=:==:==.
o (nuaber) (nuaber) (percent) (===~ 000 a. tons ---)> (percent) (kilograms)
Extrese North Y, Y} .- 1 1/ Jp. -
North 1/ 1/ -- ' RY, 1/ - -
.j Adasaoua 27,500 16,100 58.5 79.7 25.6 32.1 931
CoEast 57,400 23,100 " 40.2 197.3 35.8 1801 s24 -
Central’ 145,300 39,800 27.2 373.6 B1.5 21.8 - ss1
‘South 47,600 13,700 26.8 128.7 15.0 11.7 315
Littoral 49,100 13,200 25.9 98.0 26,7 27,2 B TTE
Southuest . 456,300 24,400 53.1 303.8 146.9 148. 4. 373
Northwest 65,700 33,400 50.8 109.5 61.1 - 558 1,320
West 74,600 13,700 18.4 ‘8746 23.7 L2101 318
Total Traditional 518,300 © 178,900 34.5 1,385.3 - 418.8 30.2 808
BEEZBE=ISE=S=s =Es3zs=s===: ;B:::::;::;;::’:='=====:=====;====;gn;;t;=_=;==éé;=gg;:;;:====:::::::::‘:::======:==:====:=‘

- 'SOURCE: 1984 AGRICULTURAL CENSUS



Tﬁble'g-zi Faras Using Chemical Fertilizer, Total Quant:ties of Cheaical Fertilizer
' Used by Type and Average Quantity of Chemical Fertilizer Used per stnq

ﬁgbn o Fara bv Province. :
chemical Pertilizer us d b l‘ﬂ'.‘B.BBBB‘-=ﬂ=-=========~8==.Ba-::ﬂ.:::ﬂ:.ﬂﬂ‘ﬂ-:::: S-ﬂ=.ﬂ=ﬂ=—=‘===:==:3‘.l.'.88
R wiiizer Used by Province QUANTITIES CHEMICAL FERTILIZER USED
o - ' Faras Using  =o-sococooo oo e Averagc
' Province : Chesical Asmoniuam ‘ : Quantity Used
: Fertilizer Sulfate/Urea Cospound - Other Total per Fara
“ -‘-....8-33-38338‘8..“.88!...:.‘.....8.....'--'-ﬂ.--=—==----38‘3=ﬂB=BB=‘8:-=ﬂ‘::::::=========:;::::::::‘:3.‘:.-83
L , (number) (mmmommmmneene mmesesoe- setric tong ---=---c-ccce——ao) (kilograass)
Extreme North 97,100 4,920 7,940 80 12,940 s
North 57,200 3,220 9,850 1/ 13,070 228
Adamaoua 8,700 360 1,090 1/ 1,450 167
East 8,200 4460 1,790 1/ 2,250 R 7 1
Central 3,200 290 370 1/ &80 206 -
South 100 1/ 1/ v SV B
Littoral 25,400 8,980 11,850 220 21,050, .. - . 822
Southwest 7,600 2,370 1,280 so  i3:§do"‘, e
Northwest © 48,900 7,640 5,710 v 13 3so’f~ 273
Nest A 119,000 18,300 22,790 R VA 41 0907_- S T A
- . - - --"----------;“-------—-?‘---- ------
Total rraditibnii e 375,800 46,540 62,670 - 350 109,550 292 .

‘88.-:‘:===g==-==I8—8B--BSE:88888-38888.-88.53838888-g-aﬂtI..‘g.---..-‘83-8883.-83-—B:B:::==---‘=====:==========-=I

<14 Essentxilly nnl.‘:‘"T' ‘ ‘ ' SOURCE: 1984 AGRICULTURAL CENSUS
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Table B-22 Faras Purchasing Seeds by Place where Seeds Purchased and Province
‘ (First and Second Crop Cycles).

Sources of Seed Supply a R o e

Il.—-m-.snt?:lEﬂl..illIl::=B==:88::3:.:8:!::888388=::===38==:BI::=88...::====ﬂllﬂﬂ=Bl:====BB::BIB::lﬂ:::l:ullall.lal-

' FARHS BY PLACE WHERE SEEDS PURCHASED : . T '
----------------------------------------------------------------------- Total

Province - Another Rarket Cooper- Development Governaent Other Farss
Fara Place ative Authority Service - Place Purchasing 1/
R s
_ e et T = nuaber ====-mccecc e el ]
Extrene North 8,100 77,700 1,200 30,200 2/ 2/ 103,400
~fén§}¥5  - ' 6,400 24,500 2/ 16,300 7 2/ \40.560 |
’g§§§§5§gqv 4 4,700 8,200 2/ 2/ 20w ‘,12,gpq.;
CEast 16,600 12,300 2/ 800 TS _fé/‘.? Znm0
;;}ﬁi(;{  31,200 65,500 2/ 2/ ’ 2[;, ﬁ,fg;ngo,- :f gQ;796:f
| 5;&;§f~?, " 10,000 8,000 2 2/ 2/ ',iffg/- '.,ff124;§9§ff
Litgb}ALV : 9,400 34;900 400 800 2/ 1,100 4;j43.9oo .
Southwest 126,900 so;ioo V 1,700 2 ;3;£3q  ' (;§6011~ ” 48,600
Northwest | 33,700 71,200 3,000 ‘ 1;ioo ’_Miﬁjpbj f ‘1‘;iod4f' 92,800
Mest 13,300 114,300 2,800 4,900 ,;  ,‘{5;600<”*; 1,400 121,600
Total Traditional 160,300 457,400 _9;509 o ‘54.700 o >13;100  12,400 605,800
l-lats=a===========:a=========n=In:tnaI:.ls:h.un:u.::==‘===§=V=I-::--V-Bi:'lga;-tzsnvtu-‘géz‘éz‘g=gﬂ=’i=g‘=’=:ég;s;gz;:;;’;j‘ézi====z==
1/ Parts say not sua to totals due to sultiple counts. e SOURCE:: 1984 AGRICULTURAL. CENSUS

2/ Included in national totals only.
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Table B-23

as TYPeS of :Seed Purchases

Danay Departsents (Extreme North) and Me
(Data for these departments included under sodern sector.}
2/ Parts do not sum to totals due to sultiple counts.

3/ Essentially nil,

4/ Included in national totals anly.

Faras Purchasing Seeds by Type of Seeds Purcha

- First and Second Crop Cycles).

sed and Pr

FARMS BY TYPE OF SEEDS PURCHASED

2an Departaent (Narthwest).

ovince .

-------------------------------------------------------------------------- Total
Province Sarghum/ 6round Other Faras

Cocoa Coffee Cotton Rice 1/ HMaize Millet nuts Seeds Purchasing 2/
8==8==8=======88BS::::B:::ﬂ::::::ﬂ::ﬂ:ﬂ:at:‘IIB:8::=====::8:8::BBSB:S:3888::8:3:::========================IBS...-,

| S e nusber ----------~-—--------------------------f)
Extrese North -- -- 23,100 700 8,600 48,900 20,300 9,200 103,400
North - - 14,200 900 9,000 3,900 21,900 5,200- 40,500 -
Adamacua -~ 200 -- 4 5,300 4 . 5,700 4,300 12,700
East 300 2,500 -- 4/ 12,900 4/ 18,400 8,100 27.560;]
Central . 600 300 -- A/ 50,600 A/ 66,300 34,200 90,700
South 3/ 3/ -- 4/ 9,900 == 19,700 6,400 24,100
Littoral 100 4,100 -~ 4/ 246,300 -- . 26,300 25,200 43,900
Southwest 10,500 4,700 -- 4/ 26,800 -- 14,500 33,100 49,409.'
Northwaest 100 9,900 -- 200 24,100 &/ 45,200 38,000 92,800
Nest 1,100 9,700 -- 4/ 39,800 4/ 72,900 65,100 121,5003-5
Total Traditional 12,800 31,400 37,300 2,800 213,300 53,900 311,400 248,800 605,800
IS:BB::::::====3-B=3=======::BBSBBG:B:I:BIIIIIIIIISBI=====3EﬂﬂlBB=3Bll=l.=='—’.s::=ﬂ===================:=========:==: .
1/ Excludes faraers purchasing rice seeds in Lagone Et Chari and Mayo SOURCE: 1984 AGRICULTURAL CENSUS
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Table B- i .
Table B-19  Use of Fertilizer by Crop 1984 © 8720 Total Fertilizer Consumption

UNITEs BETRIC TONE

: 3 : : ¢ FopD :

:+ PROVINCE : COCOA : COFFEE : COTION : CROPS : TYPE t : : : : 3
: : : : : s : OF FERTILIZER- : 1#980/81 : 1981/82 : 1982/83 : 1961/64 3 1964/83 :

: : : : H : : t : : : : T

¢+ EXTRENE NORTH: - 1 - 1 B85.51: 49.41 : : A : : : : ¢ :

H : 3 : H : : 21-9-0 t 32,569 ¢ 27,616 : 42,062 : 3B,671 : ‘16, 368.: .
: NORTH : - - 1 9.51: 361 : 21-10-10 t 14,403 : 31,930 ¢ 35,540 : 47,042 : 21,439 :

: H : : : : s 12-6-20 H 0: 0 30 50: 11,8125
: ADANAOUA : - 1 MI1: - ¢ 23.01 : URER t 6,752 ¢ 4,323 : 5,B68: 9,400 : 15,704 :

: : H : : : : PIERRES PHOSPHATE: 2,034 : 2,794 : 3,311: 2,775: 2,899 :

s EAST s B.21: 361 - 3 B.11: : DAP ¢ 1,857 : 2,346 : 1,884 : 2,073: 1,504 :

: : : : : : ' : TSP : 3 : 14 ; 232:  I2: 34

¢ CENTER . PR3 3 2913 = ¢ L9t s KCL : 10,208 : 9,182 ; 9,162 : B,493: 8,53

: : : t 3 : : 10-10-20 550 400: 790 :  300:  940:
+ SOUTH : 0414 - 3 - ¢ 031 s : 55P : 36 1 3B 3 3 : 10:
: : : : : : : K2 504 : 10 : 101 : 10 : 16 : 10:
t LITTORAL, = 23.51: 4B8.11: = 1+ Bl : 18-9-9 s 35,000 : 0: . 0: 0: S0
: : H : : : s 15-15-15-85-1B 0: 0: 13,794 : 12,924 : &30 :
: SOUTHMEST : 9.11: 20.81: - 1 1T s : 15-20-15-68-1B ¢ 12,183 : 10,151 : 0: 0: 6,38
: : : : : : : 22-10-15-45-1B ¢ 0: 0: 03 798 5 7,843 1
¢ NORTHHEST - 3 01 - ¢ 19.21 : s 6-20-20 : 0: 1,374: 1,724: 1,206: . 0. ,
: : H : : : 1 10-30-10 : 03 Joo: | 0: "0 0
s HEST : B.S51: 84.71: - 1 5361 : : 3 L . S ;o
: : 3 : H : s TOTAL 3 83,692 : 90,667 : 116,423 : 124,066 5 103,056 :
: CANEROON  : S5.11: 55413 91.01: 2411 : : : : o i s i
: : : H : H SOURCE s BTUDY BY THE INTERMATIONAL FERTILIZEX DEVELOPPENENT CENT&M,
BOUACK:s 1984 AORICULTURAL C‘ﬂlul. MAT 1904, ’ )
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‘THE ECONOMICS OF FERTILIZER USE.
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Fertilizer Use in Cameroon

Although comprehensive data on féfhilizer distripution and
consumption Wwere not systematically collected by any GRC agency
Prior to 1934, the IFDC study data indicates that fertilizer use
in Cameroon has grown supstantially over the past decade. From
1975 to 1985, fertilizer use grew from 85,692 mt to 105,056 nt
which. represents an annual growth rate of 5.2%. Much of this
growth is attriputable to subsidized fertilizer whose use rose
from 14,807 mt to 65,313 mt over the same period, representing a
growth rate of 16%. While fertilizer consumption is obviously
rising, serious stagnation has set in over the past three vears
due to inadesquate funding and distribution delays in the

Subsidized fertilizer sumsector. Fertilizer consumption peaked at

124,065 mt during 19Y83 and has remained-below 110,080 since then.

Due to the limited use of urea and other high analysis proaucts,
the typical nutcient content of fertilizer is fairly low,
averaging only 21-8-12 auring 1964/85, 'he mosc commonly used
products are sulfate of ammonia anu 20-10-10,

According to 1984 agricultural census data and the IFDC report,
64,331 mt of subsidized fertilizers were coasumed in 1987/35 whicn
represents 6i% of total fertilizer use. Approximately 42% of all
fertilizer used was either ammonium sulfate or urea and the
remainder was compound fertilizer. The vast majority (69%) of
fertilizer use occured in only three provinces: West, Northwest,
and Littoral. Fully 82% of all subsidized fertilizer was consumed
in these three provinces.

Farmer knowledge of fertilizer and its use are fairly widespread
in Cameroon. One tnird of all farms use chemical fertilizer. In
the West province, the usage rate rises to 75%. Of the farmers
who use either organic or chemical fertilizer, over half (52%)
apply it to food crops. Although subsidized chemical fertilizers
are intended for coffee and other cash crops, there appears to be
a major leakage of coffee fertilizer into food crops in the West
and Northwest provinces. Due to the greater profitapility of
maize and other food crops relative to coffee, fertilizer use has
shifted to food crops either from direct application or through
intensive intercroping in coffee plantations. Recent incerviews
suggest that the leakage ot coffee fertilizer (primarily sulfate
of ammonia) into food crops may represent from 50 to 90% of -
consumption.
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Agricultural Management and Planning Project will undertake a cost
of production study in 1988.

As a result,.-the following-analysis of the costs-and benefits-of - —- -
fertilizer in Cameroon will be pased pPrimarily on updating the

1985 IFDC fertilizer response data. Production function analysis
will be used primarily and farm budget data will be introduced

where available.

Table 1 in the Annex demonstrates the general format of the
production function analysis. This first table will pe described
in detail and the remaining tables summarized. All response
functions use a simple quadratic function as presented in the IFDC
report. The general form is:

Y = a+ bx + cx?

Where Y = output in kgs, x = input in kgs (usually nitrogen), a =
intercept coefficient (the output level with no fertilizer use), b
= first order coetficient of response (Kgs. of output producea per
kg. of fertilizer), and ¢ = second order coefficient of response
(when negative, measurcs the diminisning response to fer:ilizer at
high aovplicaticn rates). All inout and output laveis used in this
analysis are presanted On a per hectare basis.

Table 1 presencs a fertilizer production furction (also called a
response curve) gLrom the Bambui Experiment Station 1983 report.
As indicated in the table heading, the eXperiment station field
trials tested che fertilizer 20-10-10 on maize. Based on data
from maize yields at dirfferent levels of fertilizer application
(shown in IFDC Report), the quadratic funccion coefficients were
estimated using multiple regression statistical techniques., The
coefficients, which are presented in the heading of Taple 1, have
the following interpretation:

a = 2165 kgs. of maize is produced with no fertilizer as
indicated by yields of control plots in the
experiment.

b= 5.48 on average, 5.48 kgs. of maize is produced per

kg. of fertilizer applied (subject to
diminishing returns, as measured by the "¢"
coefficient)

c= 0,0025 maize yield diminishes as fertilizer levels
' increase at a rate of 0.0025 kg. times the
squared quantity of fertilizer used. For
example, at 10 kgs. of fertilizer, the maize
yiela is only 0.25 kg, less than predicted by
the "a" and "p" coefficients, but at 200 kgs, of
fertilizer, this correction factor is - 100 kgs.

/23X
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Tuds, at 50 kgs. of fertilizer, this production function predicts
a maize yield of Y = 2165 + 5.48(5) - 0.0025(2500) or 2433 kgs.
This means that the 50 kgs., of fertilizer increased maize yields
"by"268 kgs, (2433 minus the 2165 "c" kgs. of fertilizer increased
maize yields by 268 kgs (2433 minus the 2165 "c" coefficient
level) apove .the yield that would, be obtained without fertilizer
use, for a yield increase of ‘12+4%.

To be a useful tool for evaluating fertilizer benefits, the
physical production Function iust incorporate values in order to
determine costs and net returns. In the heading of Table l, base
Prices are provided for maize (100 FCFA/kg.) and for 20-10-10
fertilizer., Base prices used in all tables are approximate
average 1986 prices for the northwest region. For example, maize
averaged 1U3 FCFA in the Bamenda region and subsidized 20-10-10
sold for 42.5 FCFA/kg. The pase fectilizer price is intended to
represent the supsidized price with 7.5 FCFA/kg. added for
application costs and incidental local delivery costs.

2s520ts the example of a 50 kgs. application
£ 0On maize undei 3ambuil 1983 experimental

t tne production function coerficiencs.
In line 10, no: 15 5 and 6 presenc tne pase ferctilizer
Price (Px) of 5S¢ F nd nasemaize price (Py) of 100 FCFA

kg. These two columns are provided because tnese prices will pe
varied to reflect more conservative or realistic pricing on other
lines in the table. The two columns for "Fertiiizer Use" list the
amount of fertilizer used and its cost. The two "Output" columns
show the corresponding level of maize production poth in kgs. and
in total value.

of 20-10-10 fe
conditions, as

[ N

The final column on Table 1 shows the "B:C" or benefit/cost ratio
for the corresponding level of fertiligzer use, fertilizer price,
and maize price. This B:C ratio measures the net benefit of
fertilizer per CFA of net cost. For example, on line 10, the net
benefit of fertilizer use is the value of output with fertilizer
(24,3275 FCFA) less the value of output without fertilizer (not
shown, but equal to the "a" coefficient maize yield of 2165 kgs.
times a maize price of 100 FCFA/kg, or 21,6500 FCFA). Thus the.
net benefit of fertilizer is 26,775 FCFA. The net cost of
fertilizer (including application costs already included in the
base price) is 2500 {from colunm 8). The B:C ratio of 26775/2500
or 10.71 means that at this level of fertilizer use, each FCFa of
fertilizer cost gives a return of 10.71 FCFA. Any B:C. ratio
above 2.0 is generally accepted by small farmers as sufficient
inducement to invest and 1.5 may sutfice if the risk is small.

In free market economics, l.l can be a sufficient B:C ratio.

The B:C ratio is a useful performance measure from a partial

budgeting standpoint and thus can be useful to indivudual farmers
who evaluate an investment Dy comparind net returns with net
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costs. For example, when a farmer considers applying 50 kgs., of
20-10-10 (or when an extension agent recommends it to a farmer),
then a partial budgeting framework is appropriate. Simply put,
wiil the additional returns (26,775 FCFA) cover the additional
costs (2500 FCFA by a sufficient magnitude (10.71 (old)) to reward
the risk and inconvenience?

i e
The economic option level of fertilizer use cannot be determined
by the B8:C ratio, because this ratio measures the average benefit
divided by average cost. The economic option occurs where the
margingl ovenefit is equated with the marginal cost. Due to the
law of diminishing returns, as fertilizer use increases, the
additional output per unit of fertilizer (or marginal physical
product of fertilizer, in economic terms) declines. If the value
of output added by one kg. of fertilizer (marginal value product)
falls pelow.the cost of one kg. of fertilizer, than the optimum
level of fertilizer has been exceeded. Thus the optimum level of
fertilizer use is where the marginal value product (MVe) of
fertilizer egquals the marginal cost of fertilizer (HC).

Using calculus, the quadratic production function can determine
the econonic optimun level of rertilizer use for any set of input
and output prices. Lines 1 through 9 of Table 1 snow the econonic
optimun fertilizer levels for various prices as well as tne
corresponding maize production and 3:C levels., One line 1, the
@conomic owvticn at »nase prices occurs at o fertilizer level cf Y46
kgs. or almost 20 sacks per nectare. This is a very high level of
fertilizer application by local standards, where small-scale
farmers seldom apply more than 1 or two sacks per hectare.
However, this production function indicates that the marginal
value product (MVP) of fertilizer will exceed marginal cost (MC)
for any lower fertilizer application rate. In other words,
additional fertilizer application will pay for itself up until 996
kgs./ha of 20-10-10 are applied. What is perhaps more striking is
that maize production would exceed 5.1 ton/ha and provide a sales
value of 51,4304 FCFA/ha. The B:C ratio for the optimum
fertilizer level is 5.98, indicating a average net return almost 6
~ fold greater than fertilizer cost. While the reader may be
skeptical of such analysis which proposes nearly a one ton
fertilizer application, such a level (200 kgs. effective N. per
ha) is not particularly high by U.S. standards.

Furthermore, the fact chat local farmers typically apply only 5 -
10% of the theoretical economic fertilizer level may have economic
justification. First, there are serious risk factors in small
farming systems which depend on sporadic rainfall. Small farmers
have seasonal cash flow proolems, seasonal labor shortages and
health risks, agroclimatic risk, marketing problems and
distortions, and food security considerations, Credit would
undoubtedly be a problem for many farmers for such a large
fertilizer purchase. Although application costs are incorporated,
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household lapor availability for applying one ton of fertilizer by
hand may be a constraint. If family workers become ill during
key periods such as weeding, yields may be jeopardized. If
rainfall is poor yielas inay not respond as predicted to o
fertilization and drought can destroy crops. The input marketing
Ssystem may not pe capavle of delivering such large quantities orf
fertilizer on time, whicn is typical of the current Cameroonian
situation. The local marketing system may not have the capacity
Lo sell all-output at the bredictea price. If there is regional
drought, the marketing system may be incapable of supplying food
at afforaanle prices, thus requiring small farmers to follow
strategies to assure food selr-sufficiency.

~n order to evaluate the disparity between economic option
fertilizer levels and typical on-farmn usage, sensitivity analyse
is used in Tanle 1 to show the response to various levels of
fertilizer application. Even more importantly, sensitivity
analysis is also used to evaluate tne profitapility of fertilizer
at different input and outputs prices. Lines in the table are
grouped according =o the type of senitivicy analysis peinyg used,
Lines 1~3 snow how sensitive fertilizer response 1is tc increase
fertilizer vrices, assuming econoaic optimum fertilizer lavels,
Column 2-3 under tue neading "Sensitlvicy level" indicate which Of
the 3 parameters (%, or py) are allowed to vary. Line 1 snows
fertilizer response with optimum fartilizer ase {x = Optimumn),
normal nase price for fertiiizer (Px = 100%, and normal base price
for maize (Py = 100%). In line 2, fertilizer price is dounled (x
= 200% while fertilizer (x) and maize price (Py) are held at their
same levels. As a result, optimum fertilizer use drops to 896
kgs. because an increased price of fertilizer (increased marginal
cost or MC) causes MVP? to equal MC at a 11% level of fertilizer
use. As a result, yisld and value of output are lower by 1.5% (75
Kgs. less maize and 7500 FCFA less gross revenue). The B:C drops
substantially to 3.24. Although costs have doubled, thne 3:C ratio
is reduced by~less than half pecause of the economic adjustment to
reduce fertilizer input. On line 3, the price of fertilizer
tripled which reduces even further the level of fertilizer use,
output, gross value of production, and the B:C ratio. It is quite
remarkable, nowever, that a 300% increase in fertilizer price does
not dramatically reduce fertilizer use (-20.1%), maize production
(-3.9%) or the B:C ratio. Even at triple the base fertilizer
price, the B:C ratio indicates that the benefits of fertilizer are
233% times the cost.

The second sensitivity analysis, lines 4-7, demonstrates uptimum
fertilizer response with the same rising fertilizer prices, but
with a 20% increase in the output price. For maize, a 20% rise in
Price may not seem likely, put as coffee prices are raised, as
proposed by the AEPRP project, there will be a substitution of
labor and investment into coffee and away from maize, which will
reduce maize marketing and increase maize prices. Also, the
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current drought in northern Cameroon may increase demand for

southern toodgralns, thereby bidding up maize prices. As

expected higher maize prices lead to increased fertilizer use,
-increased output, and more favoraple B:C ratios. - e e

Lines 7-9 indicate optimum fertilizer use with rising fertlllzer
prices, but thh a 20% reduction.in maize prices. This "worst
case scenario” indicates wnat might occur if the proposed
fertilizer distribution system is so successful that regional
maize production raises sufficiently to £lood -the market and
cause lc¢wer prices. Even in line 9, the very worst case of
tripled fertilizer prices accompanied by a 20% reduction in maize
price, the B:C ratio is 1.96, only slightly below the conservative
investment criteria.

Lines 10 and on down depict more realistic fertilizer levels
likely to pe used by most farmers in light of risk, market
capacity, and food security considerations. Lines 10-13 show
fertilizer response at base prices for fertilizer and maize for .
four levels of fertilizer appiication: 50, 100, 200, and
400kgs/nra. These four levels reoresent 1, 2, 4, and 8 50
kg./sacks respectivelvy. The sack equivalent will pe used in all
cther ktazleg, nut che actual kas, will depena on tne formulation.
Lines 1G - 13 provides an important observation when compared to
the base price econouic optimum on line 1. Because fertilizsr
levels in lines 10-13 are restricted at much lower levels and
corresponding maize output is substantially lower, the B:C ratios
are higher because of the diminishing returns to fertilizer as the
optimum level is approached. Frcm a farmer's perspective, the
B:C ratio is an appropriate partial budgeting performance measure
when evaluating small, discrete investments, such as two sacks of
‘fertilizer. For small fertilizer applications, the B:C ratio are
very favorable uncaer the base prices of lines 10-13, ranging fron
10.71 for a sack to 8.96 for 8 sacks per hectare.

Lines 14-17 repeat the analysis for realistic fertilizer rates
(1-8 sacks) pbut with double fertilizer prices. Lines 18-21 do the
samne, but with tripled fertilizer prices, It is striking that all
B:C ratios appear acceptable for all farmer investment.

Line 22-25 repeat this analysis, but with triple fertilizer prices
accompained by a 20% increase in maize prices. Again, this is the
most likely scenerio if coffee prices are raised as proposed,
providing a substitution of coffee for maize.

The last sensitivity analysis, lines 26-29, depicts the worst case
wherepy fertilizer prices triple and maize prices decline by 29%.
Surprisingly, B:C ratios are still favourable to fertilizer
investment, although there is little margin for risk.
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The following production function analyses will be summarized in a
much briefer manner than was undertaken with tne illustration
maize production function (Taolewl1). That presentation was guite
detailed in order to present the basic concepts. The concepts are
identical across all production functions. In fact, even the-
majoritx of results are similar dacross crops.

The fertilizer. response data for Arabic Coffee are presented in
Table 2. The base price is 440 FCFA/kg., the average price
received by growers for cleaned beans in 1986. Response curves
were estimated only for nitrogen. Although sulfate of ammonia or
20-10-10 are commonly used coffee fertilizers, urea at 42.5kg
FCFA/kg plus 7.5 FCFA for application is converted to 109 FCFPA/Kg.
of pure N. Application levels in lines 10-29 correspond to 1,2,4,
and 8 sacks of urea.

As was demonstrated in 1983 Bambui maize, the B:C ratio are quite
high when economic optimum levels of rertilizer are apolied.

AamA iy, EanA [ I S s e It o Yo o o ok} h]

Earbkslsanr 10~ I: ~y a
“waw VvULLwe Uuepue all gutgctancial.,

Incrcases in fcretilizer use
Even in the worse case scenerio or ctripled fertilizer prices anc
an 80% reduction *n unffee prices, tne B:C ratio is 2.7Ll. At
lower fertilizer levels (line 10 - 29) 8:C ratio are very
favourable for arabic coffee, never failing below 3.0.

However, this worse case overlooks an important feature of
fertilizer use. Fertilizer, in limited quanitites is now
available to coffee producers at low prices, but the benefits to
farmers are greater in maize and food crops. 1If prices of coffee
are not raised this leakage will continue, driving down coffee
supply. Furthermore, coffee trees have generally r=2ached an
unproductive old age in Cameroon due to low prices and years of
neglect. Old trees do not respond well to fertilizer. The
production function data in Taple 2 are based on productive trees,
not old trees. Thus the fertilizer productivity gap that now
exists petween food crops and coffee will increase unless there is
sufficient incentive to encourage replanting.

Table 3 presents results for robusta coffee. Compared to arapic
coffee, fertilizer response and productivity are lower, but still
favourable. Fertilizer usage will be less and as will be the
associated output response. Under nptimum fertilizer use, the B:C
ratio exceeded 2.0 in all cases except the worst case of a 20%
decline in coffee prices and a 3U0% fertiligzer price increase.
gith more realistic fertilizer usage cates, all B:C ratios exceed
.0.
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Rice . .

Table 4 presents fertilizer response for dry season production

. under imigration pased on SEMERY data. . As with coffee, urea -
equivalent prices and quantities are used because production
function coefficients are expressed in relation to pure nitrogen,
The partial budget performance, as- reflected in B:C ratios are
very favouraole across all sensitivity levels of fertilizer and
rice prices. . It is interesting to note that the rice prices could
£€all to €0 FCFA/kg. and the B:C ratio would remain at 3.91 or
highev fer small fertilizer applications. Given the current glut
of imported rice from Thailand priced at 45 FCFA in the
Cameroonian market, some such adjustment in price may be
inevitable. This could encourage substitution into maize in Ndop
and into sorghum or cotton in SEMRY areas. wWet season SEMRY rice
(Table 5) shows very sinilar responses to fertilizer excep: that
productivity is generally lower. Also, optimum fertilizer use
levels are substantially lower, amounting to only 162 kgs. of
nitrogen/na. with curcen- pase prices. This is lower at the §
sack level (184 kgs. ). used in lines 13, 17, 21, and 29, which
makes tneir B:C racios artificially low because the sensitivity
analysis is forcing more fertilizer application than is optimal.

Irrigated rice at Ndop, wnile similarly profitable to SEMRY rice,
has optimum fartilizer 'evels. which are extremn=21y low.

Generally, alicost half tne sensitivity analysis causes are forcing
more than optimum Levels of fertilizer. ‘Phus analysis of low
fertilizer applications should be restricted to 1 or 2 sacks
levels. This raises an interesting point, since maize can be
grown at Ndop and should undoubtly have better fertilizer response
and substantially better marketing potential.

Maize--N and P Response

Maize response was already discussed in the initial Bambui 1983
trial example which served as a model for tables | - 6. The
following fertilizer response curves measure the effects of both
nitrogen and phosphorus (Py0g5). For simplicity, a commonly

used fertilizer, 20-10-10, is used to analyse response., This
assumption effectively holds N and P in a fixed 2:1 ratio and
permits solving the optimum fertilizer level in terms of N only.
Coefficients are expressed in tcrms of pure N and P, The base
quantity used in lU kgs. of active N (implying 5 kgs of active P)
and the sensitivity levels are set at 1,2, 4 and 8 fifty kg.
sacks/ha, as before.

As expected, Table 7 demonstrates that fertilizer response is good
for Yaounde maize, with the mixed fertilizer as it was in Table 1
for N alone. Even with a 300% fertilizer price increases and 20%
maize price reduction, B:C ratios exceed 3.0. At most fertilizer
levels typically used by farmers, B:C ratio exceed 5.0.
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On acidic soils, such as those found at Ekona, Ntui, and Mbam.,
composite fertilizer response curves for maize (Taole 8) shows
fairly poor response to pbotn N and P. B3:C ratio fall below 2.0
_.When fertilizer price is tripled. The B:C ratio never exceeds 3,0.
when fertilizer price is doubled.

Tables 9 and-1l0 demonstrate how _maize responses to N and P when
cropped after groundnuts and cotton respectively. In both cause,
profitabilicy is quite good. The B:C racio is pelow 2.0 in only 1
out of 58 cases, and then it is only 1.9Y9. Response is somewhat
higher €or maize following cotton rather than groundnuts. '
Although groundnuts fix nitrogen, cotton in Cameroon is heavily
fertilizer, so residual nitrogen is greater.

Sorghum

Table 1l present fertilizer response to N, P, and K. Again,
20-10-10 is used as a representative fertilizer and the guadratic
equation is solved only for N, since W:P:K is fixed at 2:1.1.
Response is cuice remarkaole, considering that the Crop 1s grown
in tne dry northern region of Cameroon and cnat sorganum typically
does not respond as rfavourably to fertilizer as maize. This is
Obvicusly a nigner vielding, improved variety, since tne base
yield with no f=rtilizer is 2440 kgs./ha. Honetheless, fertilizer
pays tor itself even at very low levels, as demonscratad by B:C
ratios always egceeuawng 2.0, and typically yreater thnan 3.0.
Optimum tertilizer is only 77 kgs. of N at current pase prices, so
the 8 sack sensitivity level exceeds optinum use.

Summary of the Impact of the Proposed AEPRP at the Farm Level

Unfortunately, whole farm budgets and cost of production data are
-not available for Cameroon to permit the development of farm
models to examine the effects of fertilizer privatizacion.
However, partial budgeting built on fertilizer response functions
(production functions) is an appropriate tool for evaluating how
farmers will response to the expected rise in fertilizer price,
the increased availability of fertilizer, and the more efficient
and timely distribution of fertilizer. Despite its inability to
determine optimum application levels, the B:C ratio is the short
term performance measure used py small farmers to evaluate small,
discrete investments.

There are potential problems with estimating B:C ratios from
experimental fertilizer trials. First, all response curves
presented in this report were estimated under experiment station
conditions, rather than in farmers' fields. while more farm level
fertilizer response data are now availapble than were available in
1985, response curves have not yet pbeen estimated. Due primarily
to the enormous degree of uncontrollable variation among mixed
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cropped, subsistence agricultural systems, and secondly due to
limitations in statistical design of small samples regionally

representative farm level response curves may not be achievaple in. o

the near future.

A more serious criticism of experiment station results is that
improved varieties are used for fertilizer trials. Local
varieties seldom respond as well to intensive cultivation
practices, such as increased fertilization. However, even if
fertilizar response on local varieties is only half that of
improved varieties, there still appears to be sufficient ropm for
favourable B:C ratios at low fertilization lLevels for most crops,
even under unfavouraple price assumptions. Even more importantly,
the future of Cameroonian agriculture clearly depends on the
widespread adaptation of improved varieties, so response to local
varieties may become an academic question.

While it may ve difficult to extrapolate experiment station
results to small farms, substantial qualitative data exist to
support the notion tnat fertilizer pays, and pays well, in small
scale agriculture. Despite enorious distrioution proolems and
delays, smalill farmers nave a substantial unsatisfied demand for
fertilizer as demonstrated by field visits and frecuant complaints
by farmers requesting more fercilizer. Also, it is clear tnat a
plack market nas developed for fertilizer, Sucsidized fertilizer
sold in Bafoussam rfor 1Y50-2250 FCFA/sack and was peing resola in
Bamenda for 3000 - 4000 FCFA. Also, there are some traders who
purchase late delivered subsidized fertilizer for resale next .
cropping season.

While data do not exist to permit reliaple estimates of the
potential demand for fertilizer in Cameroon under a higher priced,
privatized fertilizer distribution systnm, field interviews
suggest that substantial increases in eonsumption are likely. If
fertilizer is delivered on time, even if the price dounles, it
appears that food crop producers will purchase more fertilizer
than now consumed. If fertilizer prices triples, there may be
declining use of fertilizer by some food crops, but by no means
all farmers.

For coffee, fertilizer use will decline even if the price of
fertilizer drops because of low coffee prices relative to food
crops. If coffee prices are raised by 20%, field interview data
suggest that fertilizer use on cotffee will increase, even if
fertilizer prices double. Tripled fertilizer prices may require a
greater coffee price increase, put this remains to be seen.

As to food versus cash crop substitutions, it is clear that
interest in coffee is declining rapidly in the northwest region
due to low producer prices relative to food crops. In fact, the
damage nay already by top serious to repair since there is such a
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large proportion of old trees whose yields will decline
dramatically in coming years. Such old trees will not readily
respond to fertilizer, as previously discussed, so increased
Prices will need to generated enougn interest to cause farmers to.
replant. Cofiee price increases will undoubtedly be required just
to forstall the inpending decline in coffee production due to
ageing trees. .
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ANMEX
Tanle 1,

Produ:t;cn”?yncﬂidnnﬂhalys%s:‘va:?év+*bx¥+?cx=ﬁ*w"fwaf&f*g-3{55"fﬁ

SRR RN b= 5,48

Scurca: Bambui 1987 report, CA T e .- e o= =0,0025 ..
Crop: A - Maize - Fertilizer: 20-10-10
Crap Prize 4Py) 190G FCFA/kg Fart, Price (Px): - S0 FCFA/kg

o Base™Fart. Ouantity:’ 90 kas,
»

ILineI-Sensitivity Levell Prices |IFertilizaer Use] Gutput | B:C |

& X Px Pyl ?Px Py | kgs FCFA | kgs FCFA tastial
L dptiaua 130Z 100% 3¢ 100 9956 43200 5143 Z14304 2,99
2 " 20074 10C% 100 . 100 895 89400 5083 506304 3,24
k1 " 3007 1904 130 160 775 119400 4943 174344 2,33
4 " Wuk 1207 S0 ilzZa W1z U613 Sigt ﬁiE?E' .08
3 " 2907 1201 102 29 729 92933 2039 elizd 2.79
4 N 3G0%  120% iS50 129 846 124960 SUI2 &01415 2.6%
7 . 1004 20y 50 eg 7L €2I30 S35 SgTIr 4,23
2 " 2067 3945 w0 50 544 ELERLY! SCLZ 400nid 2,83
g " J00Y EDYARS F-i¢ gC 721 toR1ig 48le  TEETLS .78
1o S0 100% 106k 30 100 30 SG) 2433 243275 10.71

11 160 16574 1007 50 100 - 100 3000 2638 2:58B00  10.44
12 200 100%  100% SO 100 209 10090 3161 316100 9,95

H 400 10072 100X 50 100 400 20000 3957 395700  5.94
14 30 200%  100% 100 100 30 3000  243IF 241275 5,346
15 100 2¢0%  100%4 100 100 100 16000 2688 243200 5,23
16 206 200%  100% 100 100 200 20000 3141 ILL100 4,98
17 400 2004 100% 100 100 400 40000  3I957 395700 4,48
18 S50 3004 100% 150 100 30 7300 2433 243275 3,57

19 100 300% 100% 150 100 100 15000 2588 2£88CH  I.49
20 200 300% 100% 150 100 200 30000 3161 ITision 3,32
21 400  300% 100% 150 100 400 60000 3557 3957060  2.99

22 30 300% 120% 150 120 a0 7300 2433 2919306 4,28
a3 100 300% 1204 150 120 1¢0 15000 2668 322540 4.18
24 200 2097 1204 150 120 20C¢ 30000 3141 3793120 3.58
25 400 J0%%  120% 150 120 400 &0000 3957 474843 3,53
26 ] 360%  BOX 150 80 30 7300 2433 194520 2.86
27 160 3004 804 150 &0 100 15000 2688 215040 2.7%
20 200 390%  BOL 180 g0 200 30000 3141 252380 2,44
23 400 300%  BY% 150 g0 4GO 500C0 3957 314560 2,39
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FAAGD Annex

Table‘2.”

Produﬁ{ion;FunEtidﬁ‘AnﬁiysisﬁffY =

Saur&e§ i1FDCLﬁbb6gf, P, 43 (average of 3 aress).

,Ccéb} )
Crop-Price (Ry) 440 FCFA/kg

Arabica Coffee

ILinel Sensitivity Levell Prices
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Tanle 3. e
Production Function Analysis: Y = a + X+ kg e 1092, 33
C S : v Lo o b = 2,63668
Source: IFLC Ragort, P, 51 lavg, of '3 argas), . ¢ = - 0042
~ Crop: Robusta Coffee Fertiliiéb; ; 100% N via urea
Crop Price (Py) 440 FCFA/kg rerts Price (Px): 109 FCFA/kg
Co Base Fart. Quantity: 23 kas.
ellinel SensiUiJity Leveli Pricas [Ferdilizar Usel Output I B:C 1
P # | 13 Pe-" Py 1 Px Py | kgs FCFA | kgs FCFA I®atio!
1 Optiaum  $00% 10C% 105 340 e84 3092 1503 661105 5,34
-2 . . 2004 f0c% 217 540 233 95450 1492 658310 3,17
3 " 300%  10ui  3I26 A4 226 73535 1473 448318  2.20
4 " 004 120% 109 528 289 31434 1504 793912 .90
3 " 2907 123%  2i7 3528 265 57581 1493 7899ie 3,76
) " SO0 124% 3286 525 240 7BIE0 42T 73I2sL 0 2,33
7 ¢ 2ocn 30n 13 332 277 338Z3 15¢¢ 3225 5,77
8 " Q0% eLi 247 =52 a8 32TSA GET ZEETI 0 2,¢
9 " ICUN @ s ss: U4 25595 1438 Hi2iEt 1.92
i0 23 L0Gh 0L 109 440 2 235400 1IT0 84872 S
1! 48 0L 10Ch 107 a4y 14 3000 1205 S3005F 9,39
12 9 1007 100% 109 440 92 10000 1299 S71717 9.1t
13 184 1004 100% 109 449 184 20000 1435 431525  7.5%
14 23 200% 1007 217 440 23 3000 1151 506732 =, 14
15 A5 2091 1007 217 440 14 10060 1205 3530052  4.95
16 92 20074 1004 217 440 92 20000 1299 S717i7 4,55
~ 17 184  200Z 100% 217 440 184 40000 1435 431525 3.77
18 23 3004 1007 328 440 23 7300 1181 504332 3.43
‘19 46 3007 1007 326 430 46 15000 1205 530082 3,30
20 92 300% 1007 326 440 92 30000 1299 571717 3.04
21 184  300% 100% 326 440 184 60000 1435 431525 2.51
22 23 J00% 120% 324 523 23 7300 115t 607599 4,14
.23 46 3007 120% 324 528 34 13000 1205 3536055 2.9a
24" 92 3007 129% 324 528 92 I0000 1299 686041 3,44
25 184 3007 1207 326 528 184 60000 1435 757830  3.02
26 23 3000 guu 325 352 23 7300 118t A0S05t 2,74
27 46  300%  BOL 326 35% 46 18000 1205 424058 2,64
28 & I00L 804 3ub4 352 92 30000 1299 457374 2,43
25 184 J00%  BO% 326 352 1B4  400C0 1435 9505220 2.01
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Table &,

Production Function Analysis: Y = a + bX- + cx2 12983.85

o
fnown )

L . - o b= 24,4285
Source: IFDC Repart, p.6& (ave. of 2 SEMERY areas) €= -0.0171
deﬁ: S Dry season rice Fertilizer: 1004 N via urea -
Crop Price Py} 75 FCFA/Kkg Fert. Pricz (5u): 109 FCFA/kg
. o BaseFert. Quantity: 23 kgs.
lLinéT'Sénéiiiuity Levell Prices IFertilizer Usal Output I B:iC |
el # LR 2 " Pu Py 1 Fx Py | kgs FOFA 1 kas FCFa IRatinl_
====='.'!.:=="i;::::::::‘::::::::::=================:===:========:==:=========
! Optioum 100% 1002 109 75 670 7285t 11456 874193  g.93
e " 2007% 1004 217 75 628 (36513 11554 §&7301 4.7
-3 ¢, 300% 100% 326 75 386 190985 1141! 5553:14 3.3
4 " 1007  120% 109 99 677  TI617 11565 194¥ETS 10,54
3 " 2007 120% 217 /0 642 139375 11501 199413 5,3t
b " 3004 1204 326 %0 607 197877 i149% 10Iitca 3,87
7 T 1001 307 109 46 660 71702 131837 £93351 7.2%
3 y SO0% BRY 217 &0 607 1Z19i8 11499 s%FFC: 3. 27
9 " 300U 29U 325 & 334 13048 11236 675347 2,75
16 €3 100%  t00% (o9 7g 22 €360 IEFT 24523 1, S0
: 46 100%  150%  0d 73 46 L L R A B P
e 92 L00%  100Y%  10% 75 72 10009 CS0ds  SEtdst is,77
13 124 1067 100% 109 75 1B4 20000 6293 5:7374 13,58
14 23 200Z 100y 217 7 23 3000 3537 285248 3.29
15 45  200% 1007 217 75 46 10000 307! 305247  3.1s
16 92 200% 100% 217 75 92 20000 S5CEs 351454  7,3g
17 184 2007 100%2 217 75 184 40000 4898 517374 7.24
18 23 3007 100% 326 75 23 7300 3537 265243 5,53
19 46 3007 1004 326 75 45 13000 4071 3935347 35,44
20 92 3004 100% 326 75 . 92 30000 5086 331444 5.26
21 184  300% 100% 326 75 184 60000 6898 517374 4,39
22 23 300% 120% 326 90 23 7300 3537 T18I98  &.63
23 46 I00% 120% 326 990 44 19000 407! 365417 4,52
24 92 200% 12074 325 990 72 30000 5085 437757 b, 34
25 1864 3007 120% 326 90 1B4 60000 5898 520949 5.87
2 23 3004 BOY 326 &0 23 7309 3537 2i219% . 4,4
27 46 300N 80% I26 40 45 15000 407¢ 43272 4,25
28 92 3004 804 326 &0 92 30000 5036 305171 4.20
29 184 3007 BOY 32¢ &0 184 60000 6898 413200 3.9
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Source: IFDC Report, p. &4 fave. of 3 SEHRY arecs)

g

I P

Crcp Price'(Py)

[

7S FCFA/kg

ILinel,Sensitiwity Levell Prices

PRI B | Px Py | Py Py | kgs
=========i==============::::::::::::: -----
! Optimum 100Y% 100% 109 75 162
2 e 2007 1004 217 75 154
3 " 300% 1007 328 75 145
3 u 1004 12%% 109 90 164
5 " 2007 1207 217 99 157
6 " I00L  1Z0% 32 20 149
7 n F3C% 207 139 80 D)
5 " GDE 0% 2:7 &b 143
9 " 004 SCh 125 &g 139
1 €3 100 19UL 169 7S 23
i da 100U 1hIn 1% 78 16
12 32 100% 100% 9% 7S 32
3 184 100%  100% 199 75 124
14 23 200% 1007 217 75 23
15 46 2007 100% 217 75 44
16 92 200% 1097 217 75 92
17 184 2007 100%Z 217 75  1@4
T: 3 300% 1007 326 75 23
19 46 300% 1G0%Z 326 75 44
20 92 300% 100% 26 75 92
21 184  3007% 106% 326 75 184
22 23 300% 120 32 20 23
23 46 3007 120% 326 90 46
24 92 I00%  120% 326 90 92
25 184 300% 1207 326 99 184
2 23 004 BOY 326 40 2
27 46 3004 807 326 40 46
28 92 IN0%  30% 326 40 g2
29 184 "300% 804 326 &0 184

2+ bk + cxa

“” :ﬂé(‘§ea§dd ricé'v?er{iiizéfﬁl
Fert., Price (Py);:

owm
wen-u

BagarFart, Quantity:

IFartilizer Usel
FCFA |

17647
32427
47338

17303
24050

4873

[
o~
Fa &0 I
~3 0y o

o
L2 B (R

23G9
3000
10¢00
20990

3000
{10000
20000
40000

7300
15000
36000
60000

7500
15000
30000
63000

7300
15000
30000
Q000

100% N via urea
109 FCFA/kg

= 3483.33
28,8332

=0.,0843

23 kgs.

- Output B:C |
kgs FCFA tRatiot
3947 445995 10,45
39328 4448595 35,47
G897 442240 3.82
3749 333357 (2,44
3936 534139 5. 47
5714 gSI2zs: 4,68
S¥37 IS:23%7 3.y
STie 25::3s 048
9385 ZEZlIL7 3413
167  ILEBGLT7  ig8.5¢
5ie  F477is 17,72
427 4G7GG 14,53
3738 445386 9,19
G107 308017 9.28
4636 347714 2,81
o427 407040 7,27
3938 44tIes 4,59
4107 30BCLT 5,19
4636 34771t S.74
8427 407049 1.89
3938 445386 3,06
4107  369:20 7.42
4L36 417230 4,99
S427 4BE443 5,32
3938 534443 3.48
U7 244613 4,93
36 278177 4,29
ohe7 328632 3,88
3938 385e309 2,45
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Table 6.

Praduction Function Analysis: Y

grapt .

Crpp!PhiQé (Py

Scuréé: iFﬁC;;b;jﬁy’:zf

Irrigatad Rice

) 75 FCFA/kg
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Table 7. |
Prqducﬂgﬁﬁ;Fhﬁggisgfhﬁéiyéiéit vaQFQ‘
© tSelved for £ = nitrsgen, for 20:10-10.an1y1 @ -
Sour?ez‘CIFDCVRgﬁdrt, F;.59 (Y;oﬁﬁ3;{?¢<‘: L P:; ;
Crap: -+ ' Maize . Fertilizers 1004 N

Crou’Ptice (Py).. 100 FCFA/kg  Fart, Prica (Fu):

Fert. Base Quantity: {0 kgs
ILinel;Sensitivity»Leverl Prices IFertilizer Usel Qutput | B:C
N A ¢ Px Py | Px Py 1 kgs FCEA 1 kgs .FCFA IRatial
=========’=======:=======================================================
| Optimum 100% 109% 230 . 100 144 35947 374 537353 7.98
2 " 2007%  100%  S00 100 131 48316 8322 £527546 4,42
3 " 300% 1007 750 100 117 82103 3390 855353 2,50
4 " 1o0% 124% 259 120 145 SE493 &34Y TLLEsS 753
5 " 20074 120% Za0 120 133 567393 8422 77737 5.29
& " IN0U O 120% TEH 124 124 TINIT &D&T TETSIT 333
7 " W0 2ok 28y 3y 141 I5LZS gér? miIass .64
g a00% 8% 500 30 124 820IL 0 8947 5:S33IT 0 3,93
9 . 3094 80% 750 8¢ 108 30704 6335 324733 3,05
10 10 1907 10674 230 {00 190 2300 3024 402433 20.81
1] 0 100%  100% 250 100 20 G000 4497 443579 {9,585
12 40 100%  100% 250 100 49 10000  §298 529740 17,94
13 80  100Z 1007 250 100 BO 20000  &324 632400 14,10
T18 10 2004 1007 S00 {00 10 IN00 4024 462432 10.41
15 20 200%4 1007 500 100 20 10000 4497 443579 7.93
16 - 40 2007 1007 SQ0 100 40 20000 5298 529740  3.97
17 B0  200% 100%Z 500 100 80 40000 6324 £324C0  7.05
iB ‘ 10 300% 109%2 750 100 10 7500 4024 402433 4,94
19 20 3007 100% 750 100 20 13000 3497 449470 5.42
20 40 Z00¥% 1007 750 00 40 30000 5292 529740 5.8
21 BO  300%  L0GL 750 100 BC -~ 40009 8324 4532400  4.79
22 16 300%  i20% 730 120 10 7300 4024 4£29i9 B.3
€3 20 3007 120% 750 120 e0 13000 3437 530404 7.94
24 . 4G SINL O LICU 780 120 44 20030 9293 48357142 7.17
25 B0 3ICOL 12067 750 120 80 L0000 4324 7IHESEO 5. 44
286 1o 300% 807 750' g0 10 75040 4024 321983 S,55
a7 - 20 300% goun 750 80 20 15009 4467 353735 5.9
-~ 28 11 BTINA 89% 780 g0 40 306D 3298 427803 4,78
29 B0 300N &0 TSH g0 8L 83T00 BI24 535920 3.78

3504

”:29.9;
-0.086

BT TR

~0.463

-0.115
0.3

via 20-{0-19

250 FCFA/kg -
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Table 8,

Production Functian Analysis: a = 4526,%4
e L b = 11,9666
Y23 + BN +CNT & dP +ePR 4+{NP | . €=, -0.043

. [SolVed’fch'Xf=‘nitrogén, for 20-10-10 cnlyl e = -0,012
R R R ISE f = 0.02266
Saurce: "IFDC'Report, P. 59 (3 areas, except Yde)., P:MN = 0.5

Crops Maize Fertilizar: 100%

N via 20-10-10 i

Crop -Paicz (Py)’ 100 FCFA/kg rert., Prica (Pu): 230 FCFA/kg

o Fert., Base Quantity: 10 kgs
ILinel Sensitivity Levell Pprices IFertilizer Usal Qutput | B:C |
F# 1 . x Py Py 1 Px Py | kgs FCFA | kgs FCFA 'Ratio!

1 Optinum .100% 100% 250 100 112 27953 54837 zsa7i0 4.1

2 " O0% 10Ch  sS0o 109 2 41142  S473 547743 2.3

3 * 3004 100% 730 100 33 33867 5199 S5i?23% L.70

4 o 1C0%  12u% 280 129 s17 29183 5715 L§SE IO 4,39

5 " 200 129%  2ac 120 92 45043 5IIS  baze27  2.:ix

5 * SUUL 120% 750 12u 58 50840 5347 gai:is 1,74

7 " oot 8er 23 g¢ 104 24167  S541 45:301 3,42

8 " 2C0% . 2L Seo 89 68 33740 5337 427 .

9. - 3004 3¢% 759 8n 31 22953 4944 3%348s .45
10 10 1007 100% 250 10¢ 10 2300 4871 447199 5,78
11 20 1004 1607 250 100 20 . 5000 4808 489753  5.42
12 40 100%  100% 250 100 10 10000 5058 503554 5.3¢
13 80 1097 100% 250 100 80 20000 5459 54595 4.5

14 10 200%  100% S00 100 10 7 5000 4671 867107 2,89

15 20 200% 100% 500 100 20 10000 4308 480753 2,31
16 40 2004  1CGY 500 100 40 20000 5056 505647 2,45
17 B0 2004 100Z 500 100 80 40000 5459 3435553 2,33
18 10 I00% 1007 756 190 10 7300 8671 487109 1,93
19 20 3007 100% 750 109 20 13000 4208 4B(752 1.87
20 40 300% 1067 750 100 40 30009 50546 50547 1.77
21 80  300% 100% 750 100 80 60000 5459 5458353 1,55
22 10 300% 120% 750 120 10 7900 4871 540531 2.314
23 20 3004 120% 730 20 20 15000 483 574904 2,25
e 40 Zcon 120K 780 120 40 30000 SGIE L0sTI6 2,12
25 B0 2004 120% 750 120 B0 60009 5459 4sE024 1,86
26 10 300%  BO% 750 8% 190 7500 44871 3I72ik7 1.54
27 20 IC0Y%  30% 75¢ 80 2 150¢0 4643 384503 1,50
P 40 Z00%  80Y  75¢ g9 40 I000 S0SE 404317 .41
29 60 J00Z 80X 750 g0 80 60000 3457 4§1es93 1,24
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Table 9.
Produétion'Functfcn Analysis: a = 3238.9
S L - b = 20.878 B
Y22 & BN+ cN¥ 4 dP 4P #(NP . €5 20,0898 Ll
S _ - d = 15.47¢
(Solved for X = nitrogan, for 20-10-10 anlyl g = 0
o | . f = "-0.07
Sourca: IFDC Repcrt, P, 57 (ave. 5 areas). P:N = 0.5
Crap: Maize after groundnul Ferttlizer: 100% N via 20-10-10
Crop Prica (Py) 100 FZFA/kg Fert. Frice (Px): 250 FLFA/kg
. . Fert. Base Quantity: 10 kgs
ILinel Sensitivity Level! Prices IFertilizer Useol Output I B:C |
I # 1 X - Py Py I Pu Py | kgs FCFA | kgs FCFA IRatiol
==='—':=======.‘-’=========’===========================f & S3nomSmsTasososs==sS=
! Optimun '100% 100% 250 100 85 21450 4777 277573 7,17
2 " 200% 1064 SO0 109 76 ITOLT A5TS 44733 3.33
3 " 2SN 182N TsY 159 20 d8342  asac iza 2,73
4 " 100% 1207 250 20 88 21975 4790 S7:Zs: 0 2,49
S " QY% 1TeY 500 120 78 IF00% Ti30 EsIEIT 4033
& " SO 12%% 7S¢ 120 3 Sl213  t&il sEIT4cy 1,22
7 " 6% A3% 256 3¢ 3. 20720 475S IDeTed =.as
g s 2004 30x S0 a0 68  I4145 4612 3Is89S5¢ 1,22
9 * 300%  80% 7S50 BO 34 40277 4416 35338 2.34
10 10 100%  100%Z 250 100 10 2500 351 251230 1n,3%
1 20 100% 1007 Z50 {00 20 S000 3761 I78128  19.45
12 40 100%  100% 250 00 40 10000 4134 412473  §,45
. 80  100% 1001 250 100 80 20000 4731 473084 7,46
14 10 200% 100% 500 106 10 3000 ISL3 351250 £.47
15 29 200% 100%Z 500 100 200 10000 376! 374128 3,22
16 40  200% 109% SO0 100 40 20000  4:24 418433 4,72
17 B0  200% 100%Z S00 100 80 40000 4731 4720&4  3.73
18 10 3004 190% 750 100 10 7500  3S!T 351250 I,4%
19 20 3004 100% 750 100 el 130¢0 3751 375123 1,43
20 40 300% 100 750 100 40 30000 4194 418403 3018
21 80 300%  100% 750 100 90 &0000 4731 473044 2,49
22 10 Z00% 1207 750 120 10 7590 ISII 421S00 4,22
23 29 SO0 120% 752 129 0 15900 3761 451234 4,18
24 40 3904 1297 750 120 40 30000 4164 502950 1,7§
25 B0  300% 124% 750 120 96 50000 4731 Se7477  2.%8
26 1o 3004 8074 750 8¢ 10 7390 3813 28t00n 2,92
27 20 300% 80t 750 80 20 13000 378t 423 2079
28 - 49 o0t E20n 7S5 eg 40 TG00 S8y ITTIs .oz
29 80 3007 3% 780 29 ) 50309 730 IveEal. 1.29
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Table 10.

Erodhé(fcﬁ ?Qnéfiﬁh?éhﬁlyéigi

CSolved faf X

Sourcas IFDC Report; ?. 37 (ave.

Crap:

Crop Price (Py) 100 FCFA/kg

ILinel Sensitivity Leveli

I #

B T T N TN 2% M e et ot v e ae et o o m mm v e am - O L I
= mmseselsl23z2s

|

X

Maize-&fter Catton

Py

0 0y 4

10

11
12

14

18

16

R - R
19

20

c2t

10
20
40
80

10
20
40
8o

e

20
40

.Bo

Lfié2M 
23

2

25
26
© 27

a9

10
20
40
80

10

20
49
20

1004
2007

. e
U\”v 3

tegl
2007
JGOA

1007
elsI1) 4
3007

1007
1007
1097
1007

2Nl
2007
200%
2007

3007
3097
3007
300%

J00%
300%
3007
3399

3Inay
RER A
I90%

IOy
- . e e

100%
L100%
1007
1007

120%
£207%
{20y

LX R

[20%

89
VK
1y
a3y

gf;ﬁ;"
b= %0.832
ST = -0,1222
_ . S ) d:= 8.21
= nitrogen, for 203410 enlyl e = 0
o o = g
S5 areas), © PiN = 0.5
< ' ’ DR
Fertilizer: 1004 N via 20-10-10
Fert. Prica (Px): 230 FCFA/&
Fert. Base Quantity: 10 kgs
Frices IFartilizer Usel QJutput { B:C
I Py Py | kgs FCFY i %aos FOF8 iRatis
20 L0 {15 237381 5135 E13627 B.71
00 100 e S2€48 S115 St1452 4,40
S0 150 93 T1e00 3097 300340 3% 1Y
2S00 29 112 254497 Sa0h LZLLET 7.37
Sto 120 109 - §4353 Si4a si7787 5 g5
75 129 191 73435 S0ES s0777C TLa2
230 a8y I ZEZL2 5177 314175 5.73
SUo 30 101 S029!  S085 40%1El %, 8%
750 8¢ 88 463846 4912 352990 2,58
230 100 19 2300  Z124 Zi241S5 13,49
250 100 2 S000 3437 343486 13,90
250 100 40 10000 3989 398894 12,02
250 100 80 20000 3800 479728 10,06
S00 100 10 3000 3124 12415  5.74
300 100 20 10000 3437 242324  §.50
3C0 100 40 20000 3989 39885&  6.01
3c0 100 80 40000 4800 479988 5.03
750 100 10 75060  Ii24 3T124t5 4,50
730 109 29 13000 3437 343684 1,33
730 100 40 30004 3989 39395 4,01
750 100 - 80 60000  4R0O0 479982  3.35
730 120 to 7506 124 374552 5,30
750 120 20 13090 3437 4iz423 0 5,29
7350 120 40 I0000 3939 473:75 4,94
730 120 B0 &00C0 3300 575356 4.03
750 80 10 7300 Z124 255932 3,40
750 g¢ 2% 130G 3427 27¢3: 347
730 B 40 30000 2989 2i5it7 - .21
75029 R I - RO ol 2,85
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ILinel Sansitivity Lavell
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CANNEX D
FERTILIZER SUPPLY SYSTEM
‘Victor L. Sheldon

-~ The—channel -of fertilizer supply is organized differently in " "
various regions of Cameroon. In the case of the north for cotton
and rice the regional developiment agencies provide the needed
inputs as well as the crop marketing outlet and collects the cost
of fertilizer and other services at the time of crop sale. The
¢offee cooperatives provide a similar service for their
membership, although the fertilizer may be applied to any of the
CLrops grewn by the coffee producer. Ffertilizer in limited
quantities is also availaple in the market place in many towns,
nowever the price and quantity is irreqular.

The IFDC study concluded that the fertilizer supply operations for
the cottcn and rice farmers were reasonably well managed, but
called attention to numerous proplems in the supply lines
delivering fercilizer into the otner farming areas. The IFDC
study noted nign costs for imported fercilizer because of untimely
seasonal procureient, excessive costs for rfinancing oecause of
eAcessive delays in payment, wastage in transporc ana storage and
inefficieat :zelection of rertilizer materials. The IFDC report
includes a uecarled analysis of the costs of fertilizer delivery
to the farmer and estimates chat the cests in 1934 weve avoutr 191
francs CFA per kilogrami?/«g)., Wich fertilizer selling zt 40 £/kg
the supsidy racte was 79.1% and che cost to the government f£or tae
fertilizer distributed under the subsidy program in 1984 was .
approximately 12 Billion francs CFa,

l. Major Elements of the Distribution System

The fertilizer importing and distribution system shown as Figure 1
illustrates the 2.ose management of the state in the supply
system. The estimation of fertilizer requirements is undertaken
by the Ministry of Agriculture and 1 request for subsidy support
is forwarded to the Ministry of Finance based upon estimated
needs, desired selling price and estimated cost prices. An
Interministerial Committee reviews the fertilizer supply scheme
before the allocation of supply contracts with the private
importers. The key factor is in the interministerial decision to
approve the fertilizer supply program is the availability of
subsidy fundiing. Delay in establishing tnhe necessary fund
allocations and more recent limits on funding availapility have
constrainted the supply of fertilizer at well below the desired
level for the production objectives of the country.

In the present fertilizer distribution system the coffee
cooperatives are a major distributor of fertilizer. Some of the
cooperatives exercise a greater degree of autonomy than others
however most are closely supervised by the Ministry of

8K
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Agriculture. The cooperatives are expected to make an annual
estimate of fertilizer requirements and forward tnis through
official channels. As fertilizer supplies arrive they are
allocated to the various cooperatives, however some cooperatives
report that allocations do not correspond with their needs and
that selling margins dc not cover costs. It has been reported
that the cooperative fertilizer_jis diverted and is sold through
local markets at prices considerapnly apove the subsidized price.
Some of the coffee cooperatives also place orders direct with .tne
elmporters and charge their mempers accounts for settlement against
coffee sales. These direct sales have been more successful for
the arabica coffee cooperatives who have enjoyed a strong market
for their produce and have the autonomy to market directly rather
than through the national marketing board. A Lrequent coiment by
the coffee producers is their desire to have more fertilizer
suitable for the food crops rather than the coffee type of
fertilizer. The recent delays in payment to cooperatives py OHCPB
for their corffee and tardy reimpursement of the subsidy accounts
by FONADER has begun to pose serious financial vroolems for the
cooperatives. There are a few independent coffee puying agents
who arrange for some fertilizer supply as an incentive to coffee
producers in arranging marketing contracts cthrough tne buyving
agent. Tne marxeting agents find that the return load of
fertilizer inprovas upon the utilization factor for their
and warenhouse space, 7The charges for tne ferciiizer s5ervic
ceécovered througn tne coffee Marketing transactions wica =ne
producers. The voluie of material moving through tne private
marketing channel is quite limited and generally is a practise in
the areas not well served by the local cooperatives. Tne smooth
operations of the private sector nowever establishes a prototype
for market liberalization.

ir
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Cross porder trade in fertilizer does occur from time to time but
it has not been a consistent practise. The Nigeria plant ig about
one-half the size of that country's market and the transportation
costs for movemeat into Cameroon does not make this a competitive
source under normal conditions. There have been times of shortage
in certain regions in Cameroon, as well as exchange rate
advantages which has led to cross border trade but quantities have
never been large. Also, these situations have not lasted long.
With the current economic policy of Nigeria it does not secenm
reasonavle to expect this source of supply to contrioute to
Cameroon demand.

2. Problem analysis for the Fertilizer Supply
a. Funding. Until 1987-88, monies availaple for the
subsidized fertilizers are made available from special funds by

the Office of the President through MINAGRI/FONADER. Being a
non-budgeted item, the funds varied from one year to the next,

sa
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Usually the monies provided were less than-the amounts needed to-
distribute the estimated fertilizer required to meet the apparent
demand.

Upon approval of the importet's tender at the time of contracting
to supply a share of the year's requirement, FONADER payed to.the
importer 30% Of the c.i.f. value,~ Another 4U% was to pe paid upon
rece’=t of the fertilizer in the port. <The remaining 30% was paid
upon inland shipment by MINAGRI/FONADER. Frequently, the importer
ewaited for 8-12 months for these .payments. Thus, importers
increased their c.i.f. prices to cover such costs as: contract
quarantee insurance - 2%; interest carrying charges - 13%; losses
at port awaiting f£or custom clearance; and losses at port awaiting
for quality control approval and inland shipment.

Upon notification by MINAGRI/FONADER, the cooperatives and
contract haulers transported the allocated fertilizers to the
consuming areas. MINAGRI/FONADER retained title until the
fertilizer was sold to farmers when payment by the cooperatives
was due to MINAGRI. The distriputors are allowed a 10% margin
and remitted to FONADER FCFA 36,000/mt for a product that was
priced to the farmer at FCrA 40,000/mt in 1987. Because the
distrioutor marain however did not cover the distribucocrs costs,
some cistridbutcrs (cooperatives) sold at prices at variance wWith
the official rate. In this systein FONADER paved the varianle
transport costs 2naocling a single fertilize: cetall price
throughout the central and Western provinces.

b. Purchasing delavs. Ten administrative steps have been
required to effect the purchase of fertilizers for supsidized
distripbution. The purchasing process is initialed in
Octoper-Novemoar oL the previous year by a circular notice from
the Ministry of Agriculture to cooperatives and provincial
directors of ggriculture. There is some debate about the
reliability of the requirements that are reported, however the
Ministry manages to compile a summary by the end of December. In
January an intent to issue tenders is announced by the Ministry of
Public Contracts based upon the estimated requirements and
importers submit their bids usually with time clauses for their
price quotations. These pbids are analyzed in order to determine
the cost price and quantity of fertilizer that can be ordered with
available funds. At this point there is considerable negotiation
between the Ministry of Agriculture, Finance, Plan and the ’
Presidency in establishing the size of each years program. Once
this depmate has been resolved, contracts can be negotiated by
Public Contracts on oehalf of FONADER. Unfortunately the 1937
contracts were neqotiated in April after some supply quotations
had expired and without the 30% down payment wWwith the result that
several suppliers have apandoned their interest in the program.

It would seem unlikely that more than 1/2 of the planned purchase
of 110,000 tons will be acquired.
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€. Packing and Shipping. A large quantity of the fertilizer
in previous years nas peen shipped in bags and in lots of less
than 5000 tons. Also, the time of ordering has frequently
coincided with the seasonal high prices. The combination of these
practices has often peen an additional costs per ton of up to
30,000 francs CFA. Thnere are other practices that increase the
cost of fertilizer material to the farmer; for example, in the
1987 quotations the price of Ammonium Sulphate is approximately
40,000 francs per ton and the price of urea is only slightly
*higher yet urea contains twice as- much nitrogen per ton. The
price or* one mixea fertilizer for lots of less than 2000 tons 1is
quoted at 67,100 F/tons while a second mixed fertilizer in lots of
15,000 tons is quoted at 5%,00U0 F/ton. Some of these differences
can be attriouted to a real difference in cost for the mixture,
however' small lots can be expected to add about 15,000 F per ton
to the snipping costs in most seasons.

d. Port clearance and Storage. This is a complex operation
that involves the importer witn tne stevadoring firms, a port
clearance ag=ncy, FOJADER or their agents and the fertilizer
receiver if snipment is not into the FONADER transit warehouse,
When several shioments are received at essentially the same time,
and if this i3 during tne rainy season wnian nas peen the case
rather frequencly, trere is serious porkt congestion, incr=zased
handling costs and excessive wastage. In fact, it is possiple to
exceed the inland transport capacity and fertilizer accumnulates a
dock side which is a serious cost item.

£

The 40,000 ton fertilizer storage of FONADER near the dock area
provides some relief, however this facility was not well designed
for the humid/rainy season storage. FONADER, the cooperatives and
the importers have also made some efforts to pre—-arrange inland
shipment direct from the docks, however the transportation system
has limited capacity and can not handle the requirements when more
than one large ship is delivered at the same time.

€. Inland Transport. The frequent late arrival of fertilizer
With respect to the farmer's seasonal demands, the bunching of
ship arrivals and the coincidence with the rainy season has
seriously complicated the inland movement of fertilizer and adds
significantly to the cost of that movement. Earlier port arrivals
and some scheduling of those arrivals could make fertilizer
available as a back haul load for trucks moving coffee, cocoa,
cotton etc to the ports which would improve economies for the
trucks as well as permit more orderly port traffic. Such timing
would also reduce weather complications and would often permit the
larger trucks to haul direct to dispersed up~-country storage
without an intermediate off-loading at the z2dge of the all-weather
roads. The present fertilizer procurement sysctem does not include
the inland movement in the plan, and therefore has Little control
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of the costs of this operation. The IFDC analysis suggests that
these costs might be reduced by nearly one-half of the estimated
90,000 francs per tonne that are currently involved in this
phase.

f£f. Up-country storage. IFDC identified a national rural
storage capacity of aimost 100,000 mt. This would be adequate for
annual stockage of fertilizer if~it were equally spread around the
country. However, 67.4% is located in one province - the West.
Jhe South West Province needs 12 warehouses; it has only one. The
North West Province needs 62 farm service center warehouses; it
has constructed only 25. In general, there are too few warehouses
designed for fertilizer storage, especially at village level. It
is difficult to estimate the number of facilities that could be
refurburished to properly store fertilizers at sales points near
farms. .

g. Material and Financial Control. The ownership of the
subsidized fertilizer passes from the sugplier to the importer as
per tne tender contract. After customs and port clearance title
passes to the Ministry of Agriculture who determines tae point of
the delivery to its port warenouse or inland shipmenc., Thne
MINAGRI retains title througnout inland movement and until the
fertilizer ig so0ld by the cooperatives Lo Larmers. Tnus, the
cooperatives sServe only as agents for MINAGRI/FOJADER, raceiving
the fertilizscs on consisnmen=. StoCKks on-sard and carriad over
because of late delivery are supject to invencdry control and
collection of payment by FONADER regional representatives. The
irregularity of tnese actions leads to slow payment to FONADER and
the value of the physical and other losses tends to accumulate
over time in the accounts at provincial and/or the cooperative
level.

‘3. An Imprcved System

An improved system for management of fertilizer supply is shown
diagramatically in Figure 2. This system places greater
responsibility upon private-sector fertilizer marketing
organizations forwed by contractural arrangements between
importers and distributors. The existing importers appear to have
well establisned channels for arranging supply and handling
movements up to and tnrough the port at Douala. There are a
numoer of organizations and enterprises, including the
cooperatives, who have the rural operational resources to handle
fertilizer distribution. The combination of these two types of
organizations will estaplish a business. 'These fertilizer
marketing organisations can develop multi year plans for the
import and distribution of fertilizer to a client territory under
essentially a free-market environment.
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In the new system the role of the governmental agencies, 1ncluding
FOMADER, moves out of an operational position. The MINAGRI will
continue to monitor rural requirements and will monitor fertilizer
novements to ensure that the requirements. of.various.zones are met ..
by the new system. where a zone is inadeqguately served, the
Ministry will encourage new or expanding marketing organizations,
The new role of the Ministry wildi-“be that of promotion and
expanded market information rather than operations and control.
Working capital will be a critical constraint of the new systenm,
primarily oecause the liquidity in the commercial banks is a
limiting resource in Cameroon at the moment. The banks have
reasonably sound commercial pbanking services and have a healthy
attitude in respect to the rural sector. Thus an expansion of
their f£inancial resources can be reasonably managed within their
existing structures. In the present liquidity crisis it would bpe
prudent however to estaolish a condition for the use of new funds
limiting their application to expanded fertilizer trade to ensure
that any additonal support is directed to the new system.

A fertilizer marketing organization would apply for credit
directly to a cominercial pank on the basis of a firm plan to
markei fertilizer in a selected marset ferritory. The Ganss would
eéxpect to see a sound analysis of demand at a proposeaa selling
price; evidance that tie pnysical facilities and personnal exist
Lo stock, store and sell the planned volume; and svidence tpat the
desired material can be obtained and imported at a reasonaple
price to make the enterprise viable. The panks will be expected
to evaluate tnese proposals as straight-forward commercial
ventures and estaplish reasonapble credit terms pased upon their
understanding of the profitability and risk in the enterprises.,
The marketing organizations may be composed of cooperatives,
medium or small scale entrepreneurs, truckers and/or others. The
banks should be encouraged to inciude some diversity in their
portfolio in order to expand the supply ot fertilizer as rapidly
as possible. At the same time, the banks must be concernad that
credit applications show adequate evidence of sound planning to
keep their credit risk within reasonaple limits. This credit
program will require some flexibility in order to best serve the
wide range of conditions encountzred in the fertilizer market in
Cameroon.

It is proposed that during the phase out of the subsidy for
fertilizer the government establish its price-subsidy objectives
on an annual basis and channel the available subsidy funds through
the banking system according to clearly announced rules. It will
be necessary for the Minister of Agriculture to set reasonable
price objectives, supply objectives and establish a subsidy
requirement consistent with available funding. ‘The available
funding will pbe allocated by the Ministry of Finance to the
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commercial banks for application to the fertilizer sales program.
It is proposed that when the fertilizer marketing organization
show evidence of fertilizer shipments to the rural outlets the
applicable subsidy payments can be credited to their accounts and
used to offset an appropriate portion of their loan obligation
with the panks.

. _“_/
This system has a number of important advantages over the present
system. L
A. A more dynamic and liberal market for fertilizer. It is
proposed that, 4-5 Cameroonian marketing organizations can be _
formed and will offer the farmer some choice in terms of type of -
material and price. These organizations would develop suitable
local retail points and provide more product information as
important customer services in their compete for the maximum
market snare. The marketing organizations will be encouraged to
demonstrate new fertilizer materials and fertilization practices
in order to expand and improve the efficiency of farmer .
practices.

B. Improved Official Oversight of Fertilizer Supply. By
focussing attention upon the estimation of farmers' requirements
for fertilizer and maintaining current statistics on actual supply
to rural areas, the Ministry of Agriculture can vrovide both
industry and agriculiure wich vital management intormation. As a
non-biased observer it can become a more erfective service
institution. The Ministry can also set standard gcrades of
fertilizer and issue regular reports to banks, farmers and others
regarding the quality of materials being supplied by the various
marketing organizations.

C. Economy in Market Supply. As the marketing organizations
develop their annual and multi-year plans, they will have an
opportunity to take advantage of seasonal price reductions at the
factory, most economical shipping schedules, improved coordination
of inland transport and reduced storage costs for up-country
warehouse space. The combination of these various savings has
been estimated by IFDC to be 50,000 F/ton or more. As the demand
for fertilizer increases significantly there are possipilities 'for
further cost savings through long tern supply contracts, bulk
blending and other management refinements such as tighter
inventory coatrol and financial manageient.

D. Timely Fertilizer Supply of effective materials.

Perhaps the most effective means of stimulating an increase in the
quantity and efficiency of fertilizer use is to ensure that
adequate supplies are readily available to farmers. The marketing
organizations will find that a good retail inventory plan is one
of the key factors in expanding their pbusiness and increasing

/97



-g~

their profits. It is at this point that the interests of the
government, the farmer and the marketing organization are commonly
shared, The new marketing organization will have the flexibility
to build stock levels in advance of the crop season in order to be
prepared to supply farmers needs in a timely manner.

The inventory building phase will also occur ahead of the rainy
season when inland transport atrangements are less troublesome and
less expensive., There will also be less risk of rain damage.
These cost Savings are expected to add up to 5,000 or 10,000
francs per tonne. ; .

The increased timeliness in fertilizer application by farmers can
easily produce a doubling of the yield benefit for a given
quantity of fertilizer. It has been quite common for fertilizer
to be available late in the season when the piant growth had ‘been
limited somewhat by i1nadequate fertility in the early stages and
with inadequate capacity to absorb the recommended dose within the
remaining growing season. Some farmers recognize this fact and
reduce the dosage rather than apply the fertilizer and loss it
before tne next season by the leacning acticn of interseasonal
rainfall and weed growth. Some farmers also question the utility
of late application and sell their fertilizer or store it for kthe
next season witih rurther wastayge losses. Tne new system can
markedly reduce these factors and thereby significantly increase
the benefits from the fertilizer investme.ct.

E. A summary of the Benefits of the New System.,

It is expected that there will be benefits at each stage in the
movenent of fertilizer from the factory to the farmers. Some of
the benefits have been analyzed in consideraole detail in such
.work as the IFDC study. Some of the benefits are also subject to
‘a number of variable factors which make projection quite
difficult. The following summary provides an order of inagnitude
estimation as well as an indication of the major influential
factors.

i. Ex-factory costs. There is a seasonal pattern to factory
prices for fertilizer which typically yields low prices in the
November-January period and high prices in the April-July period.
These price fluctuations result from the cyclical demand for
fertilizer in the northern hemisphere farming zones. By careful
managenent of buying, a Cameroonian enterprise can purchase
fertilizer in the off season and realize savings of 10-20% at the
factory. These savings were not as conspicuous in 1985-1Y87
during a world glut in fertilizer supply; however the
supply/demnand situation shows evidence of stabilizing in 1987 and
prices are expected to return to a normal pattern as the world
agricultural situation improves.
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ii. Costs as cleared from the Port. By ordering fertilizer
for shipment in Hovempber-January, and in quantities of 5000 tonnes
or more, it is often possiole to reduce shipping costs from $100
to about $50 per tonne (15,000 to 30,000 F/ton). In addition,
scheduling arrival in Douala port through the January-April period
could reduce port congestion and reduce physical losses thus
gaining additional cost savings. The same phased delivery
schedule would assist in the schédule of inland shipment and
enable the fertilizer marketing organization to negotiate
favoraple terms for such services.,

.

)
One of the importers has installed a dock side bagging facility in
order to take advantage of bulk freight rates and reduced local
labor costs for the bagging operation. The [FDC study has
estimated that this saving averages apbout 22,000 F/tonne. The
bagging capacity will require expansion to extend this saving to
the full quantity of fertilizer imported. There is also a
possibility of introducing 20 and L0 kilogram packaging in order
to improve the packaging and reduce wastage at tne retail level.
While the smaller packages will cost somewhat more per ton, the
reduced wastage should generate a saving that will offset the cost
and provide the farmer witn a more convenient package tnat is
properly labelz2d and ensures delivery of a reliable product.

iii. Warehousing Costs. An objective of the improved
fertilizer syscen 15 t©o v.dlld stocks of ferrcilizer in tne rural
areas in advance of the season of fertilizer use to ensure the
ready availapility in the growing season. Placing stocks in rural
areas will generally reduce warehousing costs per ton because of
the lower land and labor costs in the rural areas. In some cases
the rural storage will oe for only a few months and can often be
in leased storage during the off season for other products thereby
dividing costs and gaining further economy. At present there may
not be adequate storage facilities in some rural areas for
retailers, cooperatives and others, however adequate storage would
not be expensive and would be an essential step in improving the
economy of the fertilizer marketing organization.

iv. Reduced Costs per unit of Nutrient. It has been the
usual practise in Cameroon to price fertilizer at the retail level
at a common price irrespective of the fertilizer mixture or type.
Unfortunately, the nutrient content of different materials varies
considerably with the result that the cost of nutrients to the
farmer can nearly double when he uses Ammonium Sulphate as a
nitrogen source rather than Urea. There have also been cases
where compound fertilizers have been used inappropriately - i.e. a
nedium to high phosphate fertilizer used where there was
practically no response. Mixed fertilizers cost approximately 25%
more to produce and nave lower nitrogen content than Urea
therefore they prove to be a very inetficient means of nitrogen
application for a desired fertility level. A price schedule that
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is related to nutrient content would encourage more economical use
of materials. It may be somewhat more coimplicated for the
retailer and the farmer, yet it is not beyond tneir ability and
the benefits certainly offset the costs of introducing the
practise of nutrient pricing. To illustrate tne benefits of this
practise, one notes that the 1987 unit cost for Ammonium Sulphate
delivered to FONADER's warehouse is-quoted at slightly below
40,000 F/ton and the price for urea is about 1,000 F/con higher,
thus nitrogen from Ammonium Sulphate is currently costing Cameraon
twice as much as from Urea. “

L]
The analysis for mixed or compound fertilizers is more .
complicated, however the same principles apply. Price schedules
that reflect nutrient content will lead to more economical use of
fertilizer and generally reduce the total cost of crop
fertilization. :

V. Reduced Costs at the Farm Gate. Taking into acccunt the
various savings mentioned above 1t is estimated tnat the toctal
savings at the farm gate for tane new marketing system can be
consideranle. The costs are based upcn the 1987 import quotations
which provided an average unit price of 53,530 francs/ton. It is
assumed that tnhere will be some increase in factory prices during
the next five years out that these will be relatively modest
increases. Therefore offpeak procurement during che na2xt few
years should resulc in cost prices of $50 per ton of Ammonium
Sulpnate, $.90 per ton of Urea and $135 per ton of mixed
fertilizer. Interrational shipping in bulk lots of 5000 ton or
larger with local pagging and careful scheduling of port .
deliveries is estimated to cost $65 per ton for shipping plus 4500
francs per ton for port clearance. Inland shipment, warehousing
and retail margin is estimated at 50,000 F/ton. Tnis would yield
a .farm gate cost of fertilizer of about 100,000 francs per ton.,

For comparison the IFDC study estimated delivered costs of
fertilizer in 1984 at 191 F/kg of whicn Y1 F/kg was cost of inland
shipment and selling costs and 100 F/kg was an average cost price
c.i.f. The significant drop in factory prices accounts for the
main saving in the new system for the c.i.f. cost. The improved
scheduling of delivery and reduced costs of borrowed money results
in the major savings in the inland costs.
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?ANNEX“ E

THE CAMERUONIAN BANKING szs sm. AN;QkaV13w'

Bene L M'Poko

The Central Bank.

0 _“/

Caneroon is a member of the BEAC (Banque des Etats de
1'Afrique Central), a regional Central Bank of the CFA zone of
the Central Arfrican countries. Other membérs of tne region
are: bquatorlal Guinea, Chad, the Central African Repuplic,
the Congo and Gapon.

The CFA franc has veen. pegged to the French franc at the rate
of 1 CFA = 0.02 francs since 1Y48. The common Central Bank
oversees and coordinates the monetary policy, regulates the
noney supply, sets up interest policies as well as interest
rates of the member countries and guarantees the
convertibility oL the CFA into the French franc. <Through the
common monetary policies, the BEAC facilitates ti? movemant of
currency and capitael aiong the memper states without any
restrictions.

The 3EAC is very active in interbank lending througn its
rediscount windows. In other words, banks can fund themselves
by refinancinyg certain types of their risk asscts (loans)
through the Central Bank up to the amount decarmined f£or eacn
bank by the Central Bank. 1In view of tne current liguidity
squeeze, the Cencral Bank's rediscount window is quite

active. Tne rarte at wnich the Central Bank rediscounts
(refinances) the banks' loans is considered, for all practical
purposes, as the basic cost of funds to the banks. Currently
this rate stands at 5% for loans to small and medium size
enterprises and certain agricultural loans and 8% for all
other types of short and medium term credits.

BEAC also manages the external resources of the member states
and is by statute required to maintain 80% of the country's
foreign exchange with the French Treasury. In other words,
practically all foreign exchange receipts regardless of their
origin (export proceeds, loan and grant receipts, transfer
payments etc...) are handled and managed by Paris.

In general, the central banking facility in Cameroon is well
founded and functions quite satisfactorily in meeting the
needs of a central bank.

The Commercial Banks,

Commercial pbanking in Cameroon on the other hand is
characterized by a severe liquidity squeeze which is malnly
due to two factors:
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l. The GRC's deposits within the banking system in the

: accounts of the parastatal organizations represented about
40 to 50% of all deposits of the commercial panks'
deposits in 1Y8l. But due to the current cash crunch, the
GRC Treasury has pernmitted withdrawal of sizeable amounts
of these deposits and tne _commercial panks are virtually
incapable of replacing them as thne rate of savings in tne
country is low and tne currency (or quasi money)
c1rculat1ng outside the Danklng system remains a property
of the informal sector.

2. The commercial banking liquidity problems are exacerpated
by the non-paynent of loans; especially oy the Northern
. merchants, Approximately half of the CFA 120 pillions of
the non-performing lLoans are held by these merchants.
Further, apout CfA 40 to 50 billions of the GRC guaranteed
loans to the parastatal campanies remain unpaid and since
these loans are classified as government ooligations, the
panks are not perinitted to set up reserves ror pad loans
for the transactions in tiis category. 1t 1s, tnerefore,
under tnese ccnditions, difficult to adequatsly assess
eitner the quality of the loan portrolio or the exact
profitapility ot the 1ndividual oanks® as ctnese
questionapnle loans are still carried in their bcoks and
the corresvcitding interest, altnough not peing collected,
is being accrued and n2snce inflating the profit figurss.
The Cameroonian panks are further frusctrated in their
loans collection effort as a result of a very weak and
inefrective legal framework.

Further, when the liquidity of the banking system is positive,
banks have the tendency to maintain their excess palances with
their foreign correspondents due to higner and more attractive
interest especially in Europe.

During tne course of this exercise, we contacted eight
commercial panks* and three of them (Chase, BICIC and BCCC)
have expressed interest in managing the fertilizer revolving
fund. On the other hand, all the banks contacted are willing
to participate in the program as lenders. This overwhelming
interest in the ALPRP project from the banking community can
easily be explained witnin the context of the liquidity crunch
described above and the attractiveness of the soft lending
terms otffered by this progran,

The Revolving Fund

The revolving fund method is today regarded by most
international financial institutions as an efficient means of

*SCB, BICIC, BIAUC, SGBC, CHASE, PARIBAS, BCCC and Standard
Chartered Bank.

15



-3-

managing development program funds as it can provide effective
monitoring and flexiple recycling of the repayment reflows. We
therefore recommend applying this method to manage the

fertilizer fund. The revolving fund flow charct attached :
hereunder illustrates how the system will function and defines-:
the function of each partic{ggnt in tne system. B

The Fiduciary Bank

This_bank will act as the mad%ger of poth the fertilizer fund
provided by USAID and the subsidy fund deposited each year by
GRC. The main advantage of using a fiduciary bank is its
ability to recycle the fund and its repayment reflows on a
timely pasis so that funds needed by borrowers do not remain
dormant within the banking system. The revolving fund *
mechanism through the fiduciary bank provides both the
participating commercial banks and their respective borrowing
Customers-the maximum flexibility, i.e. marketing
organizations engaged in the importation and the distribution
of fertilizer can deal with the bank of cheir choice and
tarougn that bank gain access to their requirements from the
revolving fund. Entrusting the fiduciary bank witn the
management of the GRC subsidy fund, willi add an important
element of confidence in expanding their fertilizer husiness
among private-sector entrepreneurs. I:n otler words, the '
marketing organizations will pe encouraged to engage into the
fertilizer businaess Knowing that the subsidy fund is availaple
and can be paid out once the fertilizer has peen delivered to
the consumption points. The availapility of the subsidy fund
up front also reduces that risk factor in the accounts for
fertilizer distribution.

The role of the fiduciary bank will be limited to the
management of the fund. It will not be allowed to directly
participate in the lending of the fertilizer fund to the
marketing organizations. This measure is taken to avoid any
conflict of interest.

The Appointment of the Fiduciary Bank

The GRC will appoint a fiduciary bank that meets the following
requirements: [

l. A private commercial bank (preferably a United States ,
-  bank) operating in Cameroon and a participating member of
the Central Bank's clearing systems.

2. The bank must have had both a positive liquidity and

profitaole posture for the last three years and must
maintain them for the duration of this program.
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3. Must be willing to submit to and satisfy the audit
-“Freqqirements as established under the program.

4. Must show evidence of efficient reporting and bookkeeping-
capabilities that can track and closely monitor the o
utilization of both the rgvolving and the subsidy funds.

5. Must be capable of managing the program in accordance with;f

the guidelines describedrbelow.

The Fiduciary Bank's Functions.

The fiduciary bank will enter into a host country agreement
with GRC to fulfill the following functions:

1. GRC will disburse the CFA equivalent of the dollar
disbursement under the fertilizer program. The fiduciacy
bank will establish a CFA revolving fund account.

2., The invescted funds will tnen pe on-lent to the commercial
banks either effect payment in favor of the foerign
suppliers of fertilizer or let locally as the working
Capilol Lur fertilizZer distirobution operations.

3.  The idle balances will be placed into an interest bearing
account while awaiting utilization. :

4. Interest accruing from the invested funds iminus a small
spread representing the fiduciary pank's management fee
(the actual rate of which will be negotiated between the
GRC and the fiduciary bank) will be credited back to the
fund.

5. The fiduciary bank, as the manager of funds, will bear no
credit risks put will be required to invest idle funds in
such a way as to maximize the return on investment put yet
maintain adequate flexibility so that tka funds are made
readily availaple when needed.

6. The fiduciary bank will not engage in speculative foreign
exchange transactions with respect to these funds.
However, every effort will be made to minimize exchange
risks inherent in the normal foreign exchange arbitrage
transactions.

7. The fiduciary bank will effect disbursements to the
pre-selected participating banks only for those activities
and transactions that meet the conditions of eligipility
set forth within the context of this progranm. Therefore,
any requests for a drawdown that does not conform to the
conditions of eligibility will be rejected. Disputes
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petween the fidiciary poank and the part1c1pat1ng banks

will be settled by an interministerial coordinating
committee,

The loans to the commercial banks will pe made in CFA and
reflows emanating from tne repayments will be credited to
the CFA revolving fund account at the fiduciary bank.

The' flduc1ary bank will issue monthly reports clearly
detailing the funds drawdowns, the outstanding loans or
letters of credit per bank and per type of activities, the
maturities and the aging of the past due loans, and the
repayments to the revolving fund.

The fiduciary bank will, from time to time, spot check
with ultimate borrowers, suppliers and the participating
banks, the various representations and warranties made in
their documentation and will make occasional surprise
visits to tne randomly selected pborrowers to verlry
evidence of indebtedness and the correct use of the loan
proceeds,

Results of these field inspections will be discussed with
the participating banks and reported to USAID and
interministerial coordinating committee charged with
oversightt of the fertilizer revolving fund.

The fiduciary bank will not be responsible for verifying
the technical eligibility of the fertilizer to be
purchased under this program.

The fiduciary bank will be remunerated from the interest
spread on invested funds but the participating banks must
cover the fiduciary pbank directly for bank commissions on
all straight forward banking transactions such as letters
of credit confirmation, telex transfers, issuance of
checks and drafts etc...

The Participating Banks,

The fiduciary bank will on-lend the funds to the commercial
banks that satisfy the following eligibility criteria:

1.
2.

3.

Willingness to participate in the program.

An efficient branch network in those regions with a
fertilizer demand.

Institutional capacity to handle the lending and the
reporting requirements under the program. - =
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The fertiliier revolving funds will pe bh—lent to the ,
participating commercial banks at the rate of TEP* minus 2.

Participating banks will take=~full risks and are required to
repay lU0% of the pborrowed funds plus interest to the
revolving fund. The rate of TEP-2 is an incentive to induce
the commercial banks to participate in the program especially
since they are being asked to lend into an area which they
have been previously involved on a modest scale, i.e. the
fertilizer distripbution network.

Eligible Activities

The fertilizer revolving fund will basically finance two types
of activities, at least during the initial two years:

L. The importation of the fertilizer through the lecter of
credit mechanism.

2. The working capital needs of the marketing organizations
(truck rental for cransportation, rental of warehouse
space for storage, etc...). The revelving fund will not’
finance the purchase of trucks or the conscruction of
warenhouses during the first pnase.

To arrive at the financing breakdown for these two activities
we worked with the following assumptions:

l. Borrowers will attempt to use the credit fund under this
program to the rfullest extent possible and will use the
supplier credit only if the revolving funding is either
depleted or no longer available since the financing under
the revolving fund is cheaper than the former.

2. The marketing organizations will not initially invest in
fixed assets such as warehouses, trucks, etc., but will
rather rent warehousing space and trucks to quickly move
their products up-country. There appears to be adequate
capacity in such facilities for handling the anticipated
volume for the next several years and this approach is an
economical and flexible approach in establishing the new
enterprise. Consecquently the financing needs for the
distribution network will be initially limited to the
short-term working capital credit.

*TEP is the preferential rediscount rate the Central Bank charges
commercial banks for agricultural loans. This rate is now 5% per
annum.

Vivd



-7~

3. The relationships between the world market prices for
fertilizer, the local distribution costs, the savings by
private sector marketing organizations through bulk
purchases, improved and more efficient distribution
network and better management will generate a fertilizer
final cost ratio of 60 to 40 between the product c.i.f.
-value and the distributien expenses. Therefore the $7.5 -
millions allocated for credit purposes from the first
tranche will be broken down into $U.S 4.5 Millions for the
financing of the imports and $3 Million for the
distribution working capital needs, respectively.

4, On the aggregate, the fertilizer consumption period in
Cameroon extends from February through Septemper (IFDC
‘teport) cutting right through the rainy season. Therefiore
it is.estimated that the short term credits (3 to 4
months) for importation and distribution will be rolled
over twice a year and will purchase $9 Millions worth of
fertilizer and finance $6 Millions in working capital
needs Eor distripution.

The banks will therefore plan to establish not only dual
purpose lines of credit for their respective borrowers butb
maintain the 60/40 split to the extent possible., In other
words, up to 40% of the total line nf uredit extended to a
given custoner can be utilized to finance the conpany's
distripbution working capital needs.

5. Total amount of subsidized fertilizer: 50,000 tons
1988 Price: CFA 130 kg of which CFA 40 kg subsidy
Total subsidy required in 1988:

CFA 40,000 x 150,000 - CFA 2 billions
or
US$ 7 millions*

The new system provides sound returns to the private sector,
especially the marketing organizations tnat will pe engaged in
both the importation and the distribution of the fertilizer.
It is assumed that the funds of the commercial banks that are
currently used for fertilizer transactions will continue to be
used in fertilizer trading however, the requirement for credit
Will be increased under the new system by the credit
requirements of the private sector distribution operations.

*Exchange Rate: $1 - CFA 300
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Eligible Borrowers:

Since banks will assume full risk on the borrowed funds, they
will apply their own internal credit guidelines to select the
borrowers under this progran. However, it must be stipulated
that, in gddition to the banks' requirements, the borrower

. must: S . -’ e . .

1. Use.the funds only for specified purpose,

2, Be an established Cameroonian company,

3. Demonstrate'ability to import and the capacity to
distribute the fertilizer Up country either directly
"through its own distribution network or through a
contractual agreement with coops and independent private
distributors.

The Subsidy Pavment

It is recommended that during the subsidy phase out period,
the GRC allocate the subsidy amount from the government pudget
directly to a succidy fund to be adiministered 0¥ the vanking
. System under carefully defined rules and requlations. We

understand that for 8«/87 fiscal year an amount of CFA 4 pbillion
has been allocazted and has b=en partially committed through the
orders placed by FOHADER for tnis CI0p year. It is presuined
however, that tnere are funds which can pe directed to the supsidy
fund for further transaccions curing this fiscal year of the GaC.
The amount of ‘this and future financing nas been estimated below
to illustrate the operations of the new system. The actual
management and the payment of the subsidy will be the
responsibility of the banking system. The subsidy fund will be
transferred to the fiduciary pank at the beginning of the fiscal
Year and drawn oy the participating pbanks under the rules of the
program on first-come first-served pasis to pay the marketing
organizations upon presentation of evidence that the fertilizer
has moved up country and has been delivered to the retail
organizations.

Advantages of the New System

The system is conceived so that not only the current
inefficiencies in fertilizer distribution are corrected, but more
importantly, all participants come out as winners.

GRC: = Elimination of subsidy will result in approximately CFA
5 billions savings a year
= Availability of fertilizer means increased agricultural
output.
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Banks - Injection of new financial resources at the t1me of

liquidity squeeze :
- Expansxon of their agricultural flnanclng sector, hence
expansion of banks' portfolio into a major economlc
sector.

‘Marketing Organizations e

- New market opportunities
- Higher returns from liberalized and more. eff1c1ent
importation and distribution system. TR

Farmers - Readily available rertilizer

- Increased output, hence increased 1ncone.‘f7

MONITORING AND REPORTING

The credit monitoring plan has been designed to ensure that
sufficient safeguards are built in and so that any major deviation
from the credit program objectives is immediately detected. 'The
plan therefore serves as an early warning system to the project
sponsors and raises a red flag whenever a deviation occurs. This

will allow both GRC and USAID to take appropriate and corrective
measures on a timely fasiion,

The participating oanks will indicate their pronected volune
of loans undec tue fertilizer program at the beginning of each
year on the basis of which a credit limit (ceiling) will pe
established for eacn pank based on 60/40 formula (60% ferctilizer
importation and 40% distripution costs).

These limits will constitute the target credit level for each
participating bank and may be revised upwaras or downwards by the

-£iduciary bank depending on the number of participating banks and

respective fertilizer financing needs by each lending
lnstltutlon.

The following specific quantitative targets will be reported
on the monthly basis per bank, branch and type of activity by the
fiduciary bank to the GRC Coordinating Committee and USAID:

A, Outstanding Loans Report:

= Volume of loans per bank and per borrower;

- Number and type of borrowers (retailer, wholesaler and. type
of activity)

- Loan tenor, interest rates, average size of loans globally
and per bank; e
- Repayment rate; o

These numbers will pe analyzed to determine whether the
participating lending institution is making progress towards

VAL
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increasing loan volume, collecting repayments and repaying the
Revolving Fund. . 3 : 3

B. Deliquency Report:

On the monthly basis the age of each past due loan will bpe
reported and tne reasons for deL;nqqency explaiqed. A '

C. MajoE Benchmarks (To be reported monthly)

l. Number of participating oanks

2, Numoer of borrowers

3. Volume of fertilizer imported

4. Volume of fertilizer delivered/distributed.

Annual Evaluation

l. The annual evaluation process will seek to determine whether
the program implementation has deviated in any way from its
original staced opjective,

2. Define, based on lessons learned fronm the first year, the
types of activities to pe financed during the second phase,

3. Evaluate and review the pasic ptogram's assumptions.
4. Bvaluate the fiduciary bank's sunctions:

= PFunds disbursement exéediency (time lag between request
from participating banks and the actual disbursement, nunber of
disbursement requests per month and per bank).

= Monitoring and teporting efficiency (quality ang frequency
of reports, number of reports per montn), ) - :

= Relationships with the participating banks, GRC and USAID:
cordial, conflictual?
5. Evaluate effective use of overall project's resources.
6. Evaluate the GRC Subsidy disbursement methods.,

7. Evaluate marketing organizations' ability to bring in,the
right type of fertilizer on timely basis.

8. Evaluate marketing organizations"' ability to deliver the
Products to the retail outfits.

9. Assess the impact of the subsidy removal on farmers, Prices,
availability of the fertilizer, the demand for fertilizer....
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10. Assess the commercial banks' ability to' finance the credit
short falls from their own resources. . TP T R

Flow'of Funds under the Revolving Credit Méchanism

7~ . .
Institutions: v Duties/Resoonsibilities
Y. U.S. Treasury Disbursement of Funds at once in US '
S dollars , L

2. U.S. Correspondent of GRC a. Receive Funds in Us$ .
and the Fiduciary Bank - b. Open an account.in the name of the
' S project/and GRrC '
C. Issue funds utilization

3. The Fiduciary Bank -~ &. Manage the fertilizer revolving
Fund and the supsidy reporcts fund

D. Make loans to and/or estaolish
lines of credit in Ffavor of the
participating oanks.

C. Receive reguest for L/C
confirmation from participating
banks it zstaclisn re training
credit line in CFA for each pank.

d. Collect loans (principal plus
interest) from panks and establish
revolving creait line in CFA for
each bank.

€. Make various subsidy payments to
participating banks (upon
presentation of evidence that the
imported fertilizer has been moved
up-country and delivered to
retailers).

f. Issue various status and .
monitoring reports to USAID and
GRC,

g. Invest idle balances and credit
interest to respective funds,

4. Pabticipéting,Banks | a. Review/approve credit applications
from importers, distributors and
retailers

b. Forward approved credit
applications to the Fiduciary Bank
for disbursement and funding

C. Open L/C's on behalf of the
importers
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6.

Marketing'Organisations

Wholesalers/
Re%éiiérs/bobps:
End’Users

(Farmers and producer
Organizations)

-12=-

~.-d. Collect loans from borrowers and

repay 100% principal and interest .
to the Fiduciary Bank within 30
days after collection.

e, Repay 100% of prlnC1pal to the

Fiduciary Bank even in case of
default from the borrowers.

a., fulfill all the admlnzstratlve and}
llcenc1ng o
requirements

b. Place orders to suppliers :

C. Request opening and L/C's where

‘ necessary

- d. Distribute products aiid enter 1nto

contractual agreement with
retailers/wholesalers.

e. Repay the lcans to the banks
according to established
maturities.

f. Receive suosidies.

a. Place orders w1th marketlng
organizations.

b. Sell ProuucLs to and- users in cash

Purchase of fertlllzer on credlt or in
cash. _ . T
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ANNEX F: MACRO-ECOHOMIC ANALYSIS DF DEVELOPMENT
POLICY ISSUES 702 THE 1336-91 PEZRIOD

--Is + ~ Introduction

Cameroon i relatively well-endowed with natural resources: good soils,
mineral wealth, hydro-power potential, adequate rainfall and climate.
Cameroon is also blessed with a Government (GRC) whose stewardship of the

country's natural wealth and public revenues exemplifies the kind of judicious

judgment which is seldom found among developing countries. Within such an

environment, Cameroon has experienced relatively high economic growth in the
1960s and 1970s.

Gross domestic product (GDP) qrew at average annual qrowth rates of 4.7
and 5.1 percent during the 1960-70 and 1970-78 periods respectively. The
average annual increase of GDP per capita was 2.9 percent for the 1960-78
period. ' '

With the advent of oil production at the beginning of the 1980s, the
rate of economic growth in Cameroon accelerated significantly. For the
1980-84 period, GDP grew at an average annual rate of approximately 12
percent. The annual increase in per capita GDP averaged approximately 9
percent during the same period.

With oil production peaking in 1985 and declining thereafter at an
estimated annual rate of 5 percent to exhaustion of recoverable reserves
sometime in the 1990s, the annual rate of increase in GDP has fallen
significantly from the 1980-84 level, i.e., at an estimated rate of 7.7 and
6.9 percent in 1985 and 1986 respectively. By the same token, the annual rate
of growth in GDP per capita went from an average 9 percent during the 1980-84
period to 4.4 and 3.7 percent for 1985 and 1986 respectively. :

The average annual rate of growth in real GDP in Cameroon for the
period 1987-91 (time frame of the Sixth Development Plan) will be lower than
the 1986 rate of 6.9 percent estimated by the IMF and the GRC average annual
target rate of 6.7 percent under the 1986-91] Development Plan. The upcoming
1987-91 economic slow down is traceable to the projected decline in oil
production/export prices, depressed international prices for cocoa, coffee and
cotton and to various growth limiting factors affecting key economic sectors.

II. Economic Structure,

The growth of the economy in the 1960s and 1970s was fostered mainly by
the expansions of the agricultural sector which tepresented 32 percent of GDP
and employed 87 perceit of the labor force in 1965. The importance of
agricultnre still remained significant in 1978 as that sector accounted for 32
percent of GDP and pravided work for 82 percent of the labor force.

While agriculture remains the backbone of Cameroon's economy, it was
the petroleum sector which constituted the engine of growth in the early
1980s., The rapid growth in GDP during the 1980-84 period was spurcred by the
rapid expansion of oil production. Increases in GDP began to tapper off after
1984, however, as oil production peaked in 1985.

-
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Overall, the growth of agriculzura was estimatad at 4.7 percent <or zha
1965-73 period and at 1.8 parcent for the 1972-33 period, Due in part to':ina
declinxn§ growth rat2 of tne 1373-83 pericd, :=ne shaze of agriculsiura, - a
livestock/forestry/fisnery in GD? fell from 238.7 percent in 1350 =0 21.0

percent in 1955,

The services sector*, while important (representing 50 and 52 percent
of GDP in 1960 and 1978 respectively}, plaved only a limited role in the
development of Cameroon in the 1960s and 1970s. That sector grew at average
annual rates of 3.6 and 7.3 percent during the 1965-73 and 1972-83 periods
respectively. Furthermore, that sector only accounted for 8 and 11 percent of
the labor force in 1960 and 1978 respectively.

The shares of the construction and electricity/gas/water sectors in GDP
were stagnant during the 1980-85 period. The early 1980s also saw the

relative reductions in sizes of the transpo:st/communication, trade, and other
services sector.

The relative importance of. the public administration sector in the
economy has regressed somewhat during the 1980-85 period. However, recent
World Bank's assessment points to a still bloated public labor force and
recommends that further hiring of civil secvants should be refrained.

The role of the industrial secter in Cameroon's overall economic
development in the 1960s and 1970s was not very important, representing only
17 and 16 percent of GDP in 1965 and 1978 respectively, and employing 6 and 7
percent of the labor force in 1965 and 1978 respectively. Averade annual
industrial growth was estimated at 4.7 percent during the 1965-73 period, and
13.7 percent during the 1975-83 period.

The performance of the manufacturing sector was fairly dynamic during
the 1980-82 period going from 8.8 percent of GDP in 1980 to 11.4 percent in
1982. That sector stagnated somewhat during the 1982-85 period (at the level
of 11-12 percent of GDP) because of the 1983 drought-induced shortage of
agricultural raw materials combined with the increase in labor costs, high
interest charges on external borrowing and the rising costs of imported inputs
associated with an appreciation of the US dollar vis-a-vis the French Franc.

The latest IMF estimates show that the oil sector, agriculture,
manufacturing, public administration, and commerce/transportation represented
approximately 72.1 percent of Cameroon's GDP in 1986. The relative importance
of those sectors (as percent of GDP) in 1986 were estimated at: 10.6 for the
oil sector, 21.7 for the agricultural sector, 13.9 for manufacturing and
non-oil extractive industries, 7.1 for public administration and 18.8 for
commerce/transportation (See Table I). IMF estimates also show a further
decline of the oil sector in 1987 (6.1 percent of GDP).

* The services sector includes construction, electricity/gas/water,

transportation/communication, trade, public administration and other
services.



. .masle I. Composizien of Gross. Domestic Praduc
B " (in parcent) Y/

SR »u;gﬁnﬁfﬂﬂw;;”“_u;,;m . e - 1931482 19&2,53..3933/54u;"~1954/35,wlgasfaa.. 1586/
’ ' Est. ' Es{
Non-oil sector | 81.9 84.7 83.7  82.5 §9.4 - 93.
Agriculture, forestry, A RN R :
and nusbandry, and fishing 27,0 -~ . 23,2 {izszf » 21.0 ’ 21.7’ - 22,
Manufacturing .2/ 11.4 111,1; -lﬁiigz S 12.0 j;3:9“ 15.
Blectricity, gas, and water 1.0 lb 1;1‘ | lfll‘ . 1,2;:; ? i}4l‘ . V4
Construction and public works - 5.7 “ 5.6 vv';gG;O‘ :;»',5;§;‘3é:,3345 RS
Commerce 11.5 1.9 130 127 ,13".‘9’1:' 19.
Transportation and ' D R {“ -  ;_f,,"j;ay.ﬁ
communication B A e s s Y
Public administration 6.2 ‘ff?é:5;\v‘  ‘6;7 vf}.AfG{S?:ii.iijilj  5/
Other services ‘ B 13.7»; ‘}i4{7~ "13;5 i‘:#:13.3j | 14,3; 30.
Import duties | 5.8 ss o540 53 s &/
0il sector 3/ 12.1 15.3 16.3 17.5 10.6 __6.
GDP at current market prices 100.0 100.0 100.0 100.0 100.0 100.

1/ Piscal years (July 1 - June 30),

2/ Includes value added of non-oil extractive industries.
3/ IMF staff estimates.

4/ Included in Manufacturing.

3/ Included in Commerce.

8/ Included in Other Services.

Source: IMF - Cameroon - Recent Economic Develonments, SM/86/288 pp v and 59.
December 3, 198s5. :
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Wizh che exception of the cil sectsr whose 32cline i3 caused DY she
w—gradual deplecion of recavarablevrasarvesz, =hose tey aconomic ses:ors wilita
 confronted wizn problems which will namper 3row:h during cne 1387-31 parisd,

L]

CRC's initiated growth enhancing programs and poiicy measuraes are
unlikely, aven :if successfuily implemented, to ¥1eid any tangible resul*-s
before the early 13990s because of implementation and gestation times.
However, the reversal of the economic slow down in the early 1990s is not
likely to occur if further policy changes are not made.

III. Sectoral Policy Issues.

III.1. Impacts of Petroleum Revenues.

Production and foreign exchange earning figures related to the
petroleum sector has been notoriously scarce in Cameroon. it has been a
delibrrate decision from the GRC to withhold these data. The following

analysis which is based on the recently published World Bank data should be
treated with caution.

While the GRC has been generally credited for the cautious

discretionary use of oil revenues, the World 3ank's recent Cameroon - Countrw
Economic Memorarndum revealed that almost all the accrued oil revenues since
1378 have been injected into the economy - "In mid-1936 the accumulated
non-official external savings of the Government represented no more than 10
percent of its total revenues from oil since 1978 and its internal savings
(net claims on the banking sector) represented another 4 percent {end of 1985
figure)® - (p.39). According to the World 3ank, almost the entirety of oil
revenues since 1978 have been injected into the economy as public investments
in social infrastructure and as public consumption in terms of an increase of
10 percent per Year in the number of permanent civil servants, the financing
of huge deficits of public and semi-public enterprises, and the financing of
others "subsidies and transfers”.

The World Bank concluded that the overall Cameroonian economy has
already 'argely adjusted to the level of actual o0il revenues. Therefore, the

adjustment to declining o0il revenues will be more difficult than is generally
believed.

The World Bank also pointed out the existence of economic distortions
known as the “oil syndrome® or the ®Dutch disease®. The significant injection
of oil revenues since 1978 in terms of public investments, public consumption
and private consumption put pressure on the non-tradable sectors (i.=.,
construction, services and food crops}) and caused the increase in the relative
prices of non-traded goods versus export commodities. That increase in
relative price of non-tradables versus tradables led to, from Cameroon's point
of view, the overvaluation of the Pranc CFA (Communauté Financiére Francaise)
versus the French Franc and penalized the export sectors (i.e., export crops
and light manufacturing products). The exchange rate overvaluation was
further exacerbated by a favorable external balance and excess foreign
exchange earnings.
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<Y, The World 3ank argzusd that 2concmic sdjuszrancs sr2 nasdei 2uring’she

- 1987-31 parind o cope with radused 2il revanuas and %y Jorcacs for the
‘structural imszlance whils Sustaining the highest ossisla laval of aconomic
growth which will srovide enough 3obs for a rzp1dly grawing iabor force. On
the supply side, t9 countaract the decline in GDP due :0 drop in oil :f_ﬁ
production, agricuicural and manufacturing production should be stimulated‘and’
the expansion of & czor should pe e

he forestry sactor and =he mining se
promoted. On the c2mand side, pubdlic investment, pudlic consumption and
private consumption should be iowerad.

The World Bank also arqgued that economic adjustments have to be
undertaken whether oil price will remain at 9JS$ 16 per barrel or will rise o
US$ 20 per barrel (in constant 1984 US$). Either at USS 16 per barrel or at
US$ 20 per barrel, the nature and magnitude of the economic adjustments remain
unchanged. If oil price rise to US$ 20 (in constant 1984 price) from the
present USS 16, Cameroon would have enough financial resources to postpone
economic adjustments by two years.

In general, IMF's recent economic assessments are in agreement with the
World Bank prognosis.

III.2. Agriculture and Agricultural Policies.

The bulk of agricultural production in Camer~on comes from small farm
families which account for 79 percent of tne total population. That
traditional agricultural sector (i.e., small producers witn less than two
hectares per plot, growing food crops in asscciation with cash crops and
relying mainly on family labor) produces &5 percent of total agricultural
exports (mainly cocoa, coffee and cot:on) and the quasi-entirety of Cameroon's
food production (mainly plantain, roots/tubers and cereals).

In the Arabica coffee region (i.e., West and North-West Provinces which
account for approximately 20 percent of total coffee production), for example,
coffee and food crops are inter-cropped (alley cropping). Based on GRC
official data (i.e., the AID funded 1934 Agricul*ural Census), most of Arabica
coffee producers arz small farmers, i.2., approximately 80 percent of Arabica
coffee "plantations® aras less than one hectare (ha) and approximately 10
percent of Arabica coffee plantations are between 1.1 and 2.0 ha. Another 7
percent of Arabica coffee farms are classified 25 "scattered trees”.

By the same token, in the Robusta coffee region (i.e., Littoral,
Centre, South-West and East provinces which account for approximately 80
percent of total coffee production), farm households use family labor on
separate coffee plots and food crop plots. 3ased on GRC official data, the
majority of Robusta coffee producers are small farmers, i.e., approximately 70
percent of Robusta coffee plantations are less than one ha and approximately
15 percent of Robusta coffee plantations are between 1.1 and 2.0 ha. Another
9 percent of Robusta coffee farms are classified under the category of
"scattered trees". Thus, the vast majority of coffee producers in Cameroon
are small farmers who, along with cocoa producers, suppi the gquasi-entirety
of Cameroon's food production (mainly plantain, roots/tubers and cereals).
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©In contrast Wwith the tradi:tional agriculstural sac:or, <ae
‘modern agriculzural sector inclucdes large producers who 3ar2 chaze
an iaput-mix of imported machines and hired labor and i speciaiiz
- production of palm oil, rubber and bananas. That modarn 3ector ac Eor
35 percent of all agricultural exports. The GRC is an important shaza holder
among the large plantations which conszitute the modern agricultural sector

Recent GRC estimates show that Cameroon is presently 95 percent food
-self-sufficient. Through the widely practiced inter-czopping of food crops
‘and cash crops among small farmers, agriculture has also been playing an

important role in ensuring surpluses in the balance of trade since 1980. Cash
crops {such as cocoa, coffee and cotton), which have been (and still are)
mainly produced by small farmers, have always oeen an important source of

- foreign exchange earnings for Cameroon.

Indeed, based on government figures presented in the following table,
cash crops represenced, in terms of FCFA values, 67.8 percent of total exports
in.1970-71. Comparable figure for 1974-75 is 70.2 percent. With the advent
of oil production and exports in 1979-80, the share of cash crops in total
exports declined to 52.2 percent in 1979-80 and 56.7 percent in 1983-84.
Nevertheless, those share still accounted for half of all export values in the
early 1980s.

Export Composition in Selected Years (in percent based on PCFA values).

1970-71 1974-75 1979-80 1983~-84

Agricultural Products - 67.8 70.2 52.2 56.7
o Cocoa SUo 2844 26.7 20.6 18.4
Coffee : 24.0 32.2 - 22.9 19.6
Others 15.4 11.2 7.7 18.7

leon Agricultural Products 32.2 : 29.8 48.8 43.3

_All Products 100.0 . 100.0 100.0 100.0

.:Soﬁ:ce: Ministére De L'Agriculture, 3ilan De L'Opération Régénération

Café/Cacao Au Cameroun, Direction des Etudes et Projets, Fevrier
1986, Yaounde, p. l2.

In the perspective of the post-petroleum era and in the face of an
annual rate of population incrzase of 3.2 percent, the challenges confzonting
the agricultural sector, in the second half of the 1980s, to ensure food
self-sufficiency and adequate fureign exchange earnings are enormous for
growth in both the food crop sector and the export/cash crop sector have been
extremely low. The Vorld Bank estimated that the average annual rate of
growth in agricultural production amounted to 1.8 percent during the 1973-83
period while that of population growth was 3.1 per cent. Based on the World
Bank figures, the FAO estimated that the rate of increase in per capita food
production was +l1.4 percent in 1965, -0.5 percent in 1975 and -2.0 percent in
1983. Although 1983 was a drought year, the decline in per capita food
production has already started in the mid 1970s.
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—ha 3azline in =ne raze of growszh ia 2er c3zpiza food zrooaduiction zince
the mid 137035 iz not Sriteasl2 to a resrassive price policy zinges prizes of
food crops (mainly plantiaina, fsots,tucers 2nd czrazls) ara, 2¢cest Ior rics,
uncontrollad., 7This decline is du2 to low produc=ivizy sarns 2xpsciancad oy
small farmers iavolved in Sood crop production. Low productivizy in the food
crop sector is traceabl2 to a scarcity of appropriate nigh yi2ld technologiaes
and inputs and a limited private distrioution,marketing system. Those
problems are exacerdbated by the large numper of small produca2rs combined with
the quasi inexistence of a functioning extension system and a poor road

network.

The detarrent to increases in cocoa and coffee production has been
caused, in large part, by insufficient producer incentive 3jranted by low
controlled farm gate prices. Even though producer prices were raised by about
40 percent from 1980 to 1986 and price premiums were granted, producers have
not responded up to GRC's expectations. However, in spite of those increases
in producer prices, GRC's policy during tne 1380-86 period was to continue to
tax cash/export crop producers and to transfer resources out of the
cash/export crop sector.

Indeed, the producer price for robusta coffee was, on average, set at
43 percent of FOB export price during the 1979-84 period. Comparable figure
for arabica coffee was 41 percent for the 1979-84 period and that for cocoa
was 47 percent for the same period (see figures below). It is important to
" note that the taxing of cash/expo:: crop producers and the transfer of
resources out of the cash/exDort Crop sector =00k .place in a period of time
where ther2 was a ralative abdundance of foreign 24change earnings Jerived from
the production and export of oil.

Because the cocoa and coffee sectors have always been, until the second
half of 1986, heavily taxed by the GRC via the ONCP3 levies (see figures below
- ONCPB - Office National de Commercialisation des Produits de Base/National
Produce Marketing Zoard), the coffee fertilizer and cocoa pesticida subsidies
were introduced not only to promote the use of fertilizers and pesticides but
also as a means to rechannel some resources back into the coffee and cocoa
sectors (FYI: In the cocoa sector, the World Bank has just completad
negotiation with the GRC on a US$ 75 million cocoa rehabilitation project loan
with a significant policy reform component which calls for the gradual
elimination of tne pesticide subsidy and the adjustment of cocoa price to
remunerative levels).

Price Structures of Cash Crops for the 1979-b54 Period

Percentages of F.0.8. Export Prices

Cocoa RObusta Arabica
PFarm gate price 47.3 43.0 40.9
~Tax and marketing/transport costs . 20.0 20.0 20.0
- : Sub-total 67.3 63.0 60.9
- ONCPB levies 32.7 37.0 39.1

- FOB prices 100.0 100.0 100.0

Source: World 8ank, Cameroon - Country Economic Memorandum,
Report No. 6395-CM; February 18, 1987; p.9
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T™he institutizn 5f an all ancompassing svscam of ONCPB lavies via
maximum producer srices, fertilizsrz/pesticide sutsidies and ralated pudiic
orocuremant,/distributicn systam of subsidized faruilizersspesticides
introduces {inankiil lsakages, delays and ineff.zi=ncias 3z tha levels of
procuramen distridution and ucilizazion of supsidized fertilizers/pesticides.

Since the second half of 1936, however, low siport prices for cocoa
(approximately FCFA 675/kg) and coffee (approximat=ly FCFA 650,/kg) have
practically reduced ONCPB levies to nil.

Problems in the export,/casn crop sector wWere furthaer exacerbated by a
need to upgrade the road network and the domestic markating system to insure

an expeditious and exhaustive evacuation/processing of cocoa and coffee from
remote areas.

While product price is an important policy variable which determine
producer's behavior, input price and the relation between input price to
output price are also critical policy variables. The GRC does not, however,
appear to have either a sound input price policy/subsidy policy or a

well-defined agricultural pricing policy which deals comprehensively with both
inputs and outputs.

Subsidies on credit and material inputs are either directly or
indirectly granted without a clear objective to provide incentives for the
. eXxpansion of 2conomically efficient activities. The costly fertilizer
subsidy, for example, was initially introduced by the GRC as an income support
device to encourace the use of fertilizers among small coffee growers with the
ultimate objectives of expanding coffee production (FYI: It appears that
‘Cameroon has a comparative advantage in the production of coffee). Although
fertilizers appear, nowadays, to be a well acrcepted agricultural input among
Cameroonian farmers, fertilizer subsidy is still being granted at a budgetary
cost of FCFA 9.72 billion (US$ 24.30 million) in 1984-85. The 1984-85 subsidy
rate amount to 79.1 percent of total delivered cost. IIDC estimates show
that, if the current subsidized system continues until 1995, that system will
distribute 110,200 mt of fertilizers (64,300 mt in 1984/85) at an-estimated
subsidy cost of FCFA 16.70 billion (US$ 41.75 million) in coastant 1984-85
prices.

In the perspective of dwindling oil revenues, there is an obvious need
to reduce the budgetary burden associated with the fertilizer subsidy. A
critical review of GRC's subsidy policy is called for.

. The lack of policy coordination among the various Ministries is also a
problem. It leads to piecemeal policy decisions which fail to produce the
desired impacts. While MINAGRI (Ministry of Agriculture) is responsible for
the determination of agricultural input prices and, thus, input subsidy, it is
MINCI (Ministry of Commerce and Industry) which sets export/cash ciLnp prices
every year. It has been USAID/Cameroon's observation, in the course of the
dialogue on fertilizer issues, that MINAGRI has consistently be2en deaiing with
input price/input subsidy policy in complete abstraction of product price
policy. Thus, it has been extremely difficult to discuss wWith MINAGRI the
need for simultaneous adjustments in fertilizer subsidy and cash c¢-op prices.

/72



-9

Purthermore, the lack of policy coordination among the various
Ministries is one of the principal reasons for, for example, the excessive
costs and inefficiencies of the current subsidized fertilizer system. It has
been estimated in the IFDC fertilizer repor: that, through better organization
and coordinaton between MINAGRI, MINMAP (Ministry of Computer Services and
Public Contracts), MINCI and MINPIN (Ministry of Finance) involved in the
procurement of fertilizers, THE GRC could lower the cost of importing
fertilizers by US$ 35 per ton in 1985. The lack of governmental coordination
at the distribution level has also led to excessive storage costs, untimely
deliveries of fertilizers and wastes due to storage losses. The improvement
of policy coordination among the various public decision-making units involved
in the procurement/distribution of fertilizers is a critical issue.

The lack of policy coordination between MINAGRI and MINCI is also one
of the principal reason for the lack of adequate response from expott/cash
crop producers to increases in farm gate prices. Por, while the ultimate: -
responsibility to boast cocoa and coffee production has been placed uuder
MINAGRI, it bas been (and still is) MINCI which determined farm gate pricea
. for these export/cash crops. There has been no meaningful consultatiou
;ibetween HINCI and HINAGRI on thts subject. Ly R

III 3. Hanufacturing and Industrial Policies

Hanufacturing indust:ies. the third or fourth largest sector ot the
economy (see Table I), are mainly involved in either the processing of local
raw materials or the processing and assembly of imported raw materials. The
major productive activities consist of food processing, beverages and tobacco,
textiles, soap products and shoes, metalurgical/mechanical/chemical products,

cement and plastics. Most production units are located in Douala, Cameroon's
‘economic capital.

Besides the problems associated with lack of skilled workers and
limited social infrastructure, two additionz) institutional factors also
interfere with the expansion of the manufacturing sector. Pirst, it is the
system of administered prices (®prix homologués®) imposed on manufacturing
products. Under that system, the GRC sets product price based on estimated
cost of production presented by the manufacturing units. The GRC's review of
cost of production and fixation of administered price are cumbersome and
time-consuming. In cases of legitimate imported input price increares,
requests for adjustments in product prices could take many months leading to
financial losses and hardship.

Second, the GRC's involvement in manufacturing is significant. GRC's
share of ownership in the manufacturing sector amounted to approximately 50
percent in 1985 (PFYI: Of the remaining 50 percent, about 13 percent are in
private Camervonian hands, 25 percent belong to Prench investors and 12
percent represent other foreign investments). Given that important ownership,
GRC's involvement via its holding company SNI (Société Nationale
d'Investisements) in the management of semi-public ventures has led to
financial difficulties as SNI has not always been solely using economic and
financial criteria in making decisions. It appears that the majority of
semi-public ventures are experiencing financial problems and, thus, GRC's
subsidy disbursements are significant. A program of financial rehabilitation .
should be: ihatituted to. Limit budgetary drains. ‘
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. IIl.4. Policies in other Zconomis Sactors
Current informaticn on other a2conomic sect=ors ara 3 « Tha limizad
data presanted in Table I shows that, in relative terms, & nstrucktion and
electiicity/gES/water sectors nave been stagnant during the 1330-35 period.
That stagnation in the face of a rapid population growzh and a significant
rural-to-urban migration points to difficulties in the housing sector and
increased pressure on social amenities. GRC's share of ownership in the
construction sector amounted to approximately 60 percent in 1985,

The data in Table I also shows the relative reductions in 5izes of the
transport/communication, trade, and other services sectors. The causes of
those economic regressions have not Leen fully studied. However, it should be
noted that a comprehensive system of administered prices is regulating the
provision of services in the transport sector and that the GRC sets price
ceilings for consumer products at the retail level. Furthermore, the
Government's share of ownership in transport/distribution was 59.5 percent in

19835; in the hotel/tourisnm sector, that share was assessed at 82.0 percent of
1985,

The banking sector has been experiencing serious financial difficulties
and needed to be restructured. Those difficulties are traceable to
excessively complex and restrictive requlations, undercapitalization and
extremely high loan/equity ratio. Its financial viability rested, until
recently, on the GRC support via large cash deposits. With dwindling ravenues
from oil and cash crop exports since the mid-1986, the GRC has withdrawn a
great deal of cash deposited in commercialbsanks. These cash witndrawals
prompted a liquidity crisis in che banking sector. USAID/Caneroon proposes,
in its AEPRP Fertilizer Initiative, to allaviate bank's liquidity problem by
injecting AID funds as well as GRC subsidy funds into the commercial banking
system,

It should also be noted that GRC's involvement in the banking/insurance
sector reached up to 60.2 percent of total ownership in 1985.

Recent World Bank's éssessment points to a bloated public labor force
which grew at an annual rate of approximately 10 percent during the 1979-86
period. The 1987-83 budget, with its significant curtailment of GRC's

recurrent expenditures, marks an end to the increase in the hiring of civil
servants.

Iv. Fiscal, Monetary and EXchange Rate 2Policies

The official central government budget has been slightly in surplus
since 1980. On the revenue side, however, there appears to be too great a
reliance on import duties and on taxes/royalties associated with petroleum
exports. In the perspective of declining oil revenues, the emphasis should be
more on direct taxes (e.g., income tax and turnover tax). It appears that an

improved tax collection system is also needed to curtail tax evasion and
increased tax revenues.
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The practice of discrationary uses cf revenues for extra-ocudgatary,
financing incroduces, hewavar, alaments of snacertainty in th2 sudzetary
process and preslams of accountanility. The 32C's zacan: adrarznt disclosura
of nistorical :time-series cata on oil ravspuss o th2 World 2ank will,
perraps, mark'a racurn to ragular budgetacy Practices.

The GRC's budgetary policy in 1987-38 is most 2ner3etic in dealing with
the decline in government ravenues due to dwindling oil 2xports/price and
depressed int=rpnational prices for cocoa, coffee and cot:on. Comcared to “he
1986-87 central governrment budgat, that of 1937-38 {(wnich was adopted on July
1, 1987) reprasenzs a2 nominal dacresase of 13.73 percant going from SCSA 300
biilion (USS 2.57 billion at -he assumed rite of FCFA 300 par US3 1) to FCFA
650 billion (USS 2.17). <The 1987-38 oubiic investment oudget was raduced oy
26.47 percent from FCFA 340 billion (9SS 1.13 billion) in 1986-87 o FCFA 250
(USs$ 833 million). The 1987-88 public recurrent expenditures were cut by
13.04 percent from FCFA 460 tillion (US$ 1.53 billion) in 1986-87 to FCFA 400
billion (U3% 1.33 billion).

The adoption of the 1987-88 austerity budget was accompanied with
enactments of highly publicized presidential decrees to curtail wastes in the
public sector (such as abusive uses of official telephones and official cars
as well as housing allowances and padded payrolls) and in the semi-public
sector (such as the disbandments of two nighly inefficient organizations
FONADER - Fonds wational De Développement Rural/Rural Development Fund - and
FOGAPE - Fonds de Garanties aux Petites ot Moyennes Entreprises,/Guarantee Fund
for Small and Medium Scalz Ente

rprises). Thus, <he 1937-88 austerity budgat
and finance law merx che GRC's decerminazion £ 23l with the current ezononic
sloW-down through sarious calt-tightaning exarzisas.

3eing a member of the Central African Monetary Area {CAMA), Camezoon
has basically passive monetary and exchange rate policies. Within CAMA,
regional monetary considerations 1mpose constraints on 3EAC's (Bangue des
Etats de l'Afrique Central - the Cantral 3ank for Cameroon, Central African
Republic, Chad, Congo, EZquatorial Guinea and Gabon) decisions vis-i-vis
Cameroon.

Within CAMA's regional context, uniform regional interest rates are set
by taking account of the diversity in national priorities and developmental
levels and of the need to ragulate intra-regional capital flows in a region
where country members experience diffarent ra:zes »f inflation. Thus, uniform

regional interast rates appear to be to0 inflaxible to meet the spacific needs
of Cameroon.

Low ceilings on nominal interest rates in the face of doubie digit
inflation yield low or negative real intarost rates which discourage savings.
In Cameroon, where the per capita income is siightly above US$ 3800, the rate
of saving may not be neqligible as it is currently assumed by the BEAC.
Indeed credit unions, under AID funded projects, have been successful in
mobilizing financial resources in rural areas. Thus, -he issue of
low-negative real interest rate in the context of savings mobilizacion should
be addressed with greater emphasis and BEAC's assumption on potential savings
in Cameroon should be questioned.
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wow ceilings on nominal intecest rates pose also an important welfara
issu=s. 1In countries like Cameroon wna2re capital i3 scarce, tae zsrite Of
capizal (i.e., interast rate) shoulid be nigh. dowever, as it was cointad out
earlier, with "low ceilings cn nominal incerest rates, real interes: rstas are
either low or neqgative. Thus, for those Cameroonians who have access o
commercial bank credit, their use of capital is supSidized since the real cost
of capital is low and, cerhaps, negative. That supsidy constitutes a transfer
of real economic resources from various economic sectors to a privilaged group
of citizens. 1In Yaoundé, for 24xample, it is gquite conspicuous that the bulk
of the subsidized capital is used 5y t-hose wWwho have access t5 commerzial
cradit to build villas for rental co eXxpatriates. The supsidized capital
should, by all means, be used to expand activities othar :han luxury housing

which would bring greater social benefits to the population.

All the issues presented above point to the need to examine in greater
details Cameroon's interest rate policy within the context of CAMA.

CAMA is part of the Pranc CFA (Communauté Financiére Africaine) zone.
Thus, Cameroon also belongs to the FCPA zone. Within CAMA's framework (thus,
within the FCFA zone), the GRC relinguishes the right to print its own money.
Instead, the money supply, thus, the amount of credit available in the
economy, is determined each year by National Monetary Committees operating
within BEAC. 1In addition, the GRC is limited in its ability to borrow from
BEAC for budgetary and/or developmental purposes. That limit is set, within
CAMA, at twenty percen: of “he tax and non-tax receipts of the praceding year.

The GRC's inacility to print its own money and limited aocility to
borrow from BEAC could be interpreted as restrictive institrrisnal
arrangements. However, these two institutional arrangements partly explain
the low rates of inflation which prevail in Cameroon. The same conditions
prevail in other CAMA countries while African countries outside the Franc CFA
(FCPA) zone are plagued with rampant inflation.

As a member of CAMA, thus of the FCFA zone, Cameroon has an extremely
Passive exchange rate policy even though the FCFA is, for Camercon, overvalued
vis-a-vis the French Franc (FF). Recent World Bank and IMP reports point to
an approximate exchange rate overvaluation of 20 percent. However, the
FCFA-FF parity, wnich was set at 50 to 1 since 1946, is likely to remain
unchanged. It will »e extremely difficult to find a new FCFA-FF parity which
will be acceptable to ail West and Central African country members of the CFA
Zone. It appears chat Cameroon will have -0 use tax and price policies to
offset the detrimental distorting impacts of the exchanga rate overvaluation.

IV. The 1986-91 Develooment Plan
IV.l. Nature of the Development ?lai.

The Sixth Development Plan set national priorities and the development
strategy for the period going from July 1, 1986 to June 30, 1991.

Within the 1986-91 time frame, the Development Plan identifies the
major problems confronting Cameroon as high population growth, rural-to-urban
migration, urban congestion, rising demand for employment and gradual
environmental deterioration. Under the Sixth Development Plan, the solving of

) 76



thcse proslams will reguicz maintaining 2 Salance ternwean populaticn 3r0wWth,
£230urse 2adowment and 0snomis Iroweonsdevelopment. TO mizigaze the rucszl
axodus, tne davsailopmeas and modsrnicazion of rical aceas 4ill e 2adarwanaen.
0 solve the upampioryment proulam, mor2 Joss will se cr2atad and chanses in
the educazion sysctam w11l De made td render the skills acguired oy working asg2
persons mer2 adzprad o the neads of tne esonomv. <The anviroamental salance
will be maintained and, above all, food self-sufficiency Will b2 a  1reved.

Given the atove ass of problems and tasks, &
?lan set th2 target averag 1 growth rate at 6.7 parcan =h2 1986=31
period and proceeded o iden:i daveiobmental tactics. The focal poinc of
all developmental 2fforts will be zhe rural sector to 2nsure food
self-sufficiency for the general population and adequate drovision of
agricultural raw mat2rials to the agro-industrial sector. Within the rural
sector, tne modernization of agriculture will be carried out and incentives
will be given to expand livestock and forestry activities,

Xtnh Development
”

Within the industrial sector, support will be given to small and medium
scale enterprises and to local entrepreneurs in an attempt to boost the
formation of local entrepreneurship and local capital. The search for and
introduction of aporopriate technologies will be reinforced.

All components of the transportation network will be upgraded and
expanded to ensure a greater spatial integration of the country, to increase

.the accessibility of remote regions and to expedite the avacuation and
marketing of food and cash crors.

7o raise the living standa:rd, e=fforts Wwiil be devored to achieve an
orderly urbanization process, the construction of new housing complexes, the
upgrading of existing dwellings, the acceleration of urban and rural
electrification programs to meet a demand which is growing at an estimated
annual rate of 8.6 percent and the extension of existing water systems as well
as the installation of new water systems in provincial cities and villages.

The education system will give greater emphasit¢ to those technical
trainings which are most adapted to Camsroon's overail dev=lopmental needs.
Short-term technical training will be instituted. The decentralization of the
university system will be pursued. CUniversity programs 3granting grofessional
degrees will be cczated. '

In the neal:h sector, the foci will ce on preventive medicines and on
primarzy health cire with the objective of providing health services o the
entire populaction in the year 2000. he provision of social services to needy
Cameroonians and to young chiidren will be reinfiorced. The institution of an
appropriate working social security system will be scrutinized.

) In the areas of culture and comminication, additional efforts will be
devoted to establish an infrastructure which will foster growth.

The implementation of all the sectoral programs outlined above will, as
it was pointed out earlier, yield an avecrage annual rate of growth of
approximately 6.7 percent and, by 1991, the agriculture/livestock/Eorestry/
fishery sector will represent, by GRC's estimates, 31 percent of GDP. The
shares of the manufacturing sector and the services sector will be 27 and 42
percent of GDP respectively.
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The implamentation cost of %he Sixth Developmen= 2lan will amount: %o
approximacely FCFA 4,148 oillion (USS$ 13.8 billion) in constant 13321-33 prices
or FCFA 6,000 billion {(US$ 20.0 pillion) in current 1983-3§ prices. Given :the
priority areas identifiad above, the allocation of those developmen:tal fuinds
will de:

- 26.1 percent for the rural sector,

- 20.0 percent for the upgrading and development of all aspects of
the transporctation network,

- 17.1 percent for the manufacturing sector,

- 16.7 percent for the social service sector,

- 16.0 percent for the building and upgrading of social
infrastructure,

- 4.1 percent for other sectors not identified above.

To finance the implementation of the 1986-91 Development 2lan, the GRC
will support 42.0 percent of total costs. It is estimated that the local
private sector will supply 34.7 percent all funds needed. President 3iya
called on public and private foreign investors to provide 16.3 and 7.0 percent
respectively. Thus, the need for foreign funds will amount to at least FCFA

1,398 billion (US$ 4.66 billion) in constant 1985-86 prices during the next
five years.

IV.2. Comments on the 1986-91 Development Plan

In the 1986-91 Development Plan, the GRC sets the target average annual
growth rate of 6.7 percent. Given declining oil axports and depressed
international prices for oil, cocoa, cofi=e and cotton, it is anticipated %:hat
the actual average annual growth rate for the 1986-31 period will be lower
than 6.7 percent. An actual average annual growth rate of approximately 4
percent for the 1986-91 périod is more likely.

In the post-petroleum era, impetus to growth will have to come from
agriculture, manufacturing and other tertiary sectors. In recent estimates,
the World Bank assessed that the following sectoral growth rates will be

needed to sustain an average annual overall rate of economic growth of 4.4
percent for the 1987-91 period:

Averadge Annual Growth Rate

1937-91
Agriculture 3.8
Manufacturing 8.5
Construction 2.9
Services ‘ 5.2
Public Administration 0.8
GDP (excluding oil) 4.4

For agriculture, given an estimated average annual growth rate of 1.8
percent for the 1973-83 period, the attainment of a 3.3 percent annual growth

. rate for the period 1987-91 will require a great deal more of corrective

policy actions than those contained in the Sixth Development Plan.
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I« is comnonly acknowil2dgsd that stagnanc croductivisy in a2
tracditcional £c¢od z:z2D seccor, Whnich sSrzoduces nearlily alil <of Canersen's o8
needs and approximatsly S5 percent of cotal agriculsural axports, arce
tracsable Lo 2 scarcity of appropriate high yi2ld technolsgias znd i1apuss, a
scarcity of lapor (partially due =0 a siynificant rural-=¢o-urkan nigzazion),
the near inexistence of a3 func::oning extension system and a limited private
distrioution/marxeting system

m

Under those conditions, any attempt =0 raise output o p:oduc:1‘z~v in
the food c'op sector wiil be sxtcemely chillenging and tine conzuning In
view of tne difficulzias involvad in raising productivizy ia the Laod cro
sector, MINAGRI launched in July 1986, with FAO sugpor:, a program sinad
increase food production via tha expansion of acr2age. The EZAMI progranm
("Premotion des Exploitations Agricoles de Movenne Importance'/Promotion of
Medium Scale Agricultural Units) is focused on the traditional sector
identified above.

o
to

The objective of the EAMI program is the creation of 3,000 agricultural
production units covering an estimated area of 50,000 hectares over the
1986-91 period at an estimated total cost of FCFA 52 billion (US$ 173.3
million. MINAGRI has earmarked 32.5 percent of the EAMI total program cost to
facilitate the cre=ation of new plots (clearing the land and building access
roads and drainrage facilities) and 53.6 percent of total program cost o

subsidized credits.

Assuming rhat :h

ran will se £ullvy and successt Y4
implemented, an inc 9! zh

oL ull

00 na of culzivared land in :zhe trzdi“ional
sector, where the c:l: d area wWwas estimaced at 1,806,000 ha in 1984, will
represent a mere 2.8 percent increase in hectarage and will contribute little
toward solving the incipient food self-sufficiency problam in Cameroon. What
is needed in the GRC's food crop sector action program arze policies which
would lead to higher yield/productivity in the 1,806,000 ha of land already
under cultivation. USAID/Cameroon's attempts to introduce high vield szeed
varieties, improved farming practices, fertilizers {under the proposed 1987
AEPRP Fertilizer Initiative) and a working extension system (in collaktoration
with the World Bank and FAO) constitute critical actions o raise productivie:
in existing farms of the foud crop/~raditional sector.

11
-

In the cash/2xport crop sachor, numerous obstacles need Lo te
eliminated to acnhieve meaningful produc:ion increases. MINAGRI racen:ly
published a report which 1adicated that the orincipal deterrant Lo incr=ases
in cocoa and coffee nas sean insufficient sroducsr incen-ive granted by low
controlled farm jacs prices and premiums. WUSAID,Cameroon is in asre2emnent with
this interpretation. &Even though producer prices were raised by atou: 40
percent from 1980 to 1986 and bonuses were granted, producers have not
responded to GRC's expectations. Furthermore, as it was indicated 2arlier,
the GRC has kept the 1936-37 preducer prices and bonuses fc: cocoa and coffee
unchanged from their 1935-86 levels. 7Thus, the GRC chcse in 1986-57 not to
grant additional incentives to export/cash crop oroducers o expand outpit.
USAiD/Cameroon addressed this issue of producer incentive in its proposed
AEPRP lertilizer Initiative.
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3eside producer prices and bonuses, 3
sector were further exacerbated by th2 age of ¢
labor scarcity, advanced age of farm labor i

As in tne food crops, the GRC intends -0 raise output in tha
export/cash crop sector by expanding acreage instead of dealing wi%h
Yield/productivity in existing farms and plantations. Ind2ed, unde
initiaczive of GRC's MNational Prcduce Mazketing Board ONCPB, a zrog
promote the creation of large scale plantations - PLIND {Projer
Plantations Industriellass) - is ceing implamenc=ad. Under the 2LIND prcgram,
ONCPB wi1ll raquire accreditad private cocoa and coffze @Xport2rs o i1avest in
the creation of large scale cocoa and coffee vlantations as 1 condicion to
preserving their export gquotas (FYI: The great majority of accredited private
exporters are not at all involved, at this point in time, in the production of
cocoa and coffee. ONCPB grants expor: quotas to accredited exporters on a
yearly basis). However, under the best circumstances, the nawly created
PLINDS will not produce cocoa and coffze prior to 1990-91 for it takes cocoa
and coffee trees 4-5 years before they bear fruit.

Assuming that ONCP3/MINAGRI will successfully implement the PLIND
program, USAID/Cameroon estimates that approximately 60,000 ha will be brought
into cultivation during the 1937-91 period. Given that the cultivated area
devoted to cocoa and coffee was 767,165 ha in 1985-86, the incramental :
hectarage under tpe PLIND program will only represent 7.3 percent. Instaad of
Eocusing on increasing the ar=a under cul=zivacion, the GRC snould atcempt Lo
raise productivity in the existing piantations via increased producer
incentive, regeneration of the trees and gr2ater and better use of .
-fertilizers. USAID/Cameroon addressed the issues of oroducer incentive and
fertilizer in its proposed 1987 AEPRP Fertilizer Initiative.

Manufacturing industries are, as it was indicated earlier, mainly
involved in either the processing of local agricultural products or the
processing and assembly of imported raw matarials to suostitute for imported
products. A sluggish performance of the agricul:ural sector during the
1987-91 period will affect the supply of raw materials to the agro-industry
and wiil, thus, impinge upon that industry's performance. Industries involved
in the processing/assembly of imported raw materials, as well as indust-ies
where GRC's financial involvement via SNI is important, are almost 31l plagued
with poor management and i1netficiancy. Privatization of many SNI owned
compani2s has been announcad and the liseralization of Prices of locally
manufactured products is beiny discissed. The privatization process will be
difficulc and time consuming and it will take several years pefore yielding
tangible results. The effects of price liberalizations, though, should be
felt very quickly once price adjustments are made.

The 1986-91 Development Plan illustrates the GRC's foresignt chrough
the cocnceotion of the ZAMI and PLIND programs, *the exprassed willingness to
reform the fertilizer sub-sector in agriculture, the management/financial
rehabilitation program as well as the liberalization of prices for locally
manufactured products in manufacturing. However, most of the above programs
and policy reforms will require several years of implementation and gestation
before producing tangible results.
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Q.

Furcthermor2, USAID/Cameroon beiiaves =hat the currantly 21
pfog:ams and policy ceforms ar2 not significzant 2n0ucgh in 3C3al2 to 2rnablsa
agriculture to become the engine of 3rocwin 2 the Camaroonian 2ccrnomy. Wwhat
is needed ar4 policy measur2s o improva productivity,viald on axisting
food/cash crop farms (such as gr23atar and nore appronriate use of farcilizers,
the introduction of new seed varietiss as well as impreved agriculsural
practices and the institution of a working ex:tension system) and a sound
oQlicy environment which is conducive to the introduction/apolication of new
technoliogical advances and tu private investments into the rural aconomy .,

V. Concluding Remarks

The 1987-88 austerity budget and finance law represent serious
appropriate decisions for a general belt-tightening of the public sector to
weather the "crisis" created by depressed prices for oil, cocoa, coffee and
cotton. Those decisions indicate the GRC's willingness to make adjustments
and to undertake policy reforms to. preserve Cameroon's growth potential.

The time is propitious for a dialogue on policy reform.

Drafter:PRM:TVTruong: saa:8/18/87:0021G(pl-17)
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ANNEL B

INITIAL ENVIRONMENTAL EXAMINATION '
- "CATEGORY SXCLUSION ...

Counccys: Cameroon ' -
Ti;ié_éf;$§§1?§#?}ifxfgiéa,?éoyghiéf?é}iﬁ?j;&f;@mz?ibéégmi(gééégj
Frofect Nou: 31-00g3

ruigiagi. FY 1987, -'89.0 uitlion (82000 idinion, L)
IEE'Erepafed 8v: G&:y R. Cbﬁén,'Hié%ig;féﬁ§i;;ﬁﬁ;hé;1 6f£i;ét]

Environmental Action L
Recommended: Categorical Ezclusion

Discussion: This activity meets the criteria for a Categorical 2xclusion in
accordance with Section 216.2(c) of AID Requlation 16 and is therefore
excluded from further review. A cash grant of $7.5 million will Se orovided
to support the Government of Cameroon (GOC) policy reforms related to
fertilizer pricing and marketing. In addition, local currency made available
by the GOC under the program will help to reduce the currently large amount of
financial resources dedicated to fertilizer subsidy, increase the private
sector capacity for fertilizer import and distribution, agd insure a
commercial credit program for more economic orocurement and increased
availability of fertilizer at convenient retail points. The balance of $§1.5
million of AID financing will be used for technical field demonstrations,
costs of production studies and improve the demand projections that would
improve the data base and general understanding of efficient fartilize:
utilization. The field demonstrations would include trials of high analvsis
fercilizer mixtures on locally grown crops.

The use of the cash grant funds is not tied to either financing specific
commodities or for a specifically identifiable project or projects and thus it
may be considered as an ®action which does not have an effect on the natural
or physical enviroment®. This, according to Section 216.2(c)(1)}(i) is the
criteria for a categorical exclusion. The technical field demonstrations and
costs of production studies will antail no construction activities and,
therefore are excluded from further review on the basis of section
216.2(c)(1)(iii) and senction 216.2(c)(2)(iii}), which refer to °research



activities which may have an effect on the physical and natural environment
out will not have a significant effect as a result of limited scope, car=2fullv
controlled naturs and effective monitoring® and ‘analvses, studi2s, academic
Or researcn Wworkshops and meetings,® raspectively.

Approved:

//7 7
(,-/%//’Ei;éézz;¢77b'

Jay, 2. Joeg%on,
Diiéctor, SAIDsCameroon

Clearance:RLO:BBryant: o
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5C(3) - STANDARD ITEM CHECKL1ST

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 L
agreement by imposing limits on certain uses of

funds. o o~ :

These items are.arranged under the general B R S
headings of (A) Procurement, (B) Construction, . = =
and (C) Othef Restrictions. L e e

.
[

A. PROCUREMENT

1. FAA Sec. 602(a). Are-.there arrangements
to permit U.S. small business to
participate equitably in the furnishing
of commodities and services financed?

FAA Sec. 604(a). Will all procurement be
from the U.S. excepl as otherwise
determined by the President or under
delegation from nir?

FAA Sec. 604(d). If the cooperating
country discriminates against marine
insurance companies authorized to do
business in the U.S., will ccmmodities be
insured in the United States against
marine risk with such a company?

FAA Sec. 604(e): ISDCA of 1980 Sec.
705(a). If non-U.S. procurement 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.)

FAA Sec. 604(g). Will construction or
engineering services be procured from
firms of advanced developing countries
which are otherwise eligible under Code
941 and which have attained a competitive
capability in international markets in
one of these areas? (Exception for those
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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. 1Is the shipping€xcluded

from compliance with the requirement in e
section 901¢b) of the Merchant Marine Act -Yes .
of 1936, as amended, that at least R
50 perc®at of the gross tonnaygye of

commod.ities (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 rea'sonable rates?

FAA Sec. 621(a). 1f technical assistance

is financed, wiill such assistance be o
furnished by private enterprise on a TA through’8A Firm
contract basis to the fullest extent oo
practicable? wiii the facilities and

Lesources vf other Federal agencies be

utilized, when they are particularly

suitable, not competitive- with- private

enterprise, and made available without

undue interference with domestic programs?

International Air Transportation Fair

Competitive Practices Act, 1974. If air .
transportation of persons or property is ‘Yes
financed on grant basis, will u.s. ‘
carriers be used to the extent such

service is available?

FY 1987 Continuing Resolution Sec. 504.
if

the U.S. Government is a party to a , e
contract for procurement, does the Yes:
contract contain a provision authorizing ‘
termination of such contract for the
convenience of the United States?

FY 1987 Continuing Resolution Sec. 524.

If assistance is for consulting service

through procurement contract pursuant to
5 U.S.C. 3109, are contract expenditures
a matter of public record and available

for public inspection (unless otherwise

Provided by law or Execurive order)?




B.

c.

,glflsvé

CONSTRUCTION

1.

1.

2.

3.

EAA Sec. 601(d). 1f cé§i£a1 (g;§;;7;?;ﬂ*

construction) project, will u.s. .. i
engineering and professional services be
used? i ~’ o

FAA Sec. 611(c). If contracts for
construction are to be financed, will
they be let on a competitive basis to
maximum extent Practicable?

FAA Sec. 620(k). If for construction of

Productive enterprise, will aggregate
value of assistance ts 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
==l nbo  nICTIONS

[y

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? :

-

FAA Sec. 301(d). 1If fund isg established
solely by U.s. contributions and '
administered by an international
organization, does Comptroller General
have audit rights?

FAA Sec. 620(h). Do arrangements exist
to insure that United States foreign aid
is ‘not used in a manner which, contrary
to the best interests of the United
States, promotes or assistg the foreign
aid projects or activities of the
Communist-bloc countries?

N/A

NA

N/A

;Ygs%

‘/577§
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4. Will arrangements Preclude use of |
financing:

d.

c.

I N

FAA Sec. 104(f): Fy 1987 Continuing
Resolution Secs. 525, 540. (1) To
Pay for performance of abortions as.
a4 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 research which
relates, in whole or part, to methods

- OrC the performance of abprtions or

involuntary sterilizations as a means

of family Planning; or (4) to lobby
for abortion?

FAA Sec. 483. To make reimburse-
bucsements, in the form of cach
Payments, to persons whose illicit
drug crops are eradicated?

EAA Sec. 620(q). To compensate
owners for expropriated or
nationalized pProperty, except to
compensate foreign nationals in
accordance with a land reform program

certified by the Pregident?

FAA Sec, 660. To Provide training,
advice, or any fina:cial support for
police, prisons, or other law
enforcement forces, except for
Rarcotics programs?

FAA Sec. 662. For CIA activiti g?

FAA Sec. 636(i). For purchase, sale,
long-term lease, exchange or Juaranty
of the sale of motor vehicles
manufactured outside U.S., unless a
waiver is obtained?

FY 1987 Continuin Resolution Sec.
503. To pay pensions, annuities,
retirement pay, or adjusted service
compensation for military personrnel?

Yee

Yes

Yes

RS

p&Egi

Yes

)97
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EY. 1987 Continuing Resolution Sec. 505!
To pay U.N. assessments, arrearages or

dues?

- EY 1987 Continuing Resolutigny Sec. 506, -

To carry out Provisions of FAA section
209(d) (transfer of FAA funds.-to
multilateral organizations for lending)?

FY 1987 codtinuing Resolution ‘Sec. 510,
-To fingnce the éxport of nuclear

equipment, fuel, OL technology? -

FY 1987 Continuing Resolution Sec. 511

For the pPurpose of alding the efforts of
the government of such country to represst
the legitimate rights of the Population
of such country contrary to the Universa]
Declaration of Human Rights?

FY 1986 Codtinuinq Pesolution Sec. 516

To be used for Publicity or Propaganda
Purposes withinp U.S. not authorized by
Congress?

Yes

Yes'

Yes

“Yes

187



3(A)2 - NONPROJECT ASSISTANCE CHECKLIST

The criteria listed in Part A are applicable
generally to FAA funds, and should be used
irrespective of the program's funding source.
In Part B a distinction is made between the
criteria applicable to Economic Support Fund
assistance and the criteria applicable to
Development Assistance. Selection of the
criteria will depend on the funding source for
the program. '

CROSS REFERENCES: iS COUNTRY CHECKLIST -UP TO
DATE? HAS STANDARD ITEM
CHECKLIST BEEN REVIEWED?

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE

l. EY 1987 Continuing Resolution Sec.
FAA Sec. 634A. Describe how S e
authorization and appropriations ‘ '.CN ‘submitted
committees cf Senate and House have . - .-'Aug, 1987
been or will be notified concerning LT e
the project. PR

523;

2. FAA Sec. 611(a)(2). 1If further
legislative action is required within :
recipient country, what is basis for N/A.
reasonable expectation that such action S
Will be completed in time to permit
orderly accomplishment of purpose of the
assistance? - '

3. FEAA Sec. 209. 1Is assistance more I T . ]
efficiently and effectively provided : - The proposed policy

through regional or multilateral reform is unique to
organizations? If so, why is assistance Cameroon

not so provided? Information and
conclusions on whether assistance will
encourage developing countries to

cooperate in regional development
programs.

/90X



4. FAA Sec. 60l(a). Information and
conclusions on whether assistance will
encourage effozts of the courtry to:

(a) increase the flow of international
trade; (b) 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
(£) strengthep free labor unions..

5. FAA Sec. 601(b). Information and
conclusions on how assistance will
encourage U.S. private trade and
investment abroad and engourage private
U.S. participation in foreign assistance
Programs (including use of private trade
channels and the services of U.S. private
enterprise).

6. FAA Secs. 612(b). 636(h);: FY 1987
Continuing Resolution Secs. 507, 509.
Describe steps taken to assure that, to
the maximum extenc possible, foreign
currencies owned by the U.S. are utilized
in lieu of dollars to meet the cost of
contractual and other services.

" 7. FAA Sec. 612(d). Does the U.S. own

excess foreign currency of the country
~and, if so, what arrangements have been
made for its release?

8. FAA Sec. 60l(e). Will the assistance
utilize competitive selection procedures
for the awarding of contracts, except

where applicable procurement rules allow
otherwise?

9. FAA 121(d). 1If assistance is being
furnished under the Sahel Development

Program, has a determination been made
that tlk2 host government has an adequate
system for accounting for and controlling
receipt and expenditure of A.I.D. funds?

10, FY 1987 Continuing Resolution Sec. 5:2.
Is disbursement of the assistance '

conditioned solely on the basis of the

policies of any multilateral institution?

This prog=am will provide

strong b. ' .fits to the
private sector and improve
the busineSs enviromment =~ =
for cooperatives.

The improved business
environment for fertilizer
marketing may create an
opportunity for U.S. joint
ventures in fertilizer
marketing

!'N/Aw

Coﬁpletion with the rules in
effect by the Small Business
Administration

N/A

/7/



B.

FUNDINC CRITERIA FOR_NONPROJECT ASSISTANCE
Nonproject Criteria for Economic Suggontl-
Fund T

1.

-3

a. FAA Sec. 531(a). Will this
assistance promote economic and political
stability? To the maximum extent
feasible, is this assistance consistent
with the policy directions, .purposes, and
Programs of.Part'I of the FAA? -

b. FAA Sec. 531(e). Will assistance
under. this chapter be used for military
or paramilitary activities?

4
C. FAA Sec. 531(d). Will ESF funds made
available for commodity import programs
or other program assistance be used to-
generate local currencieg? If so, will
at least 50 percent of such local
currencies be available tg support
activities consistent with the objectives
of FAA sections 103 through 1067

d. ISDCA of 1985 Sec. 205. Will ESF -
funds made available for commodity
import programs be used for the purchase
of agricultural commodities of United

States-origin? 1If 80, what percentage of
the funds will be so used?

‘e. ISDCA of 1985 Sec. 80l. If ESF funds

will be used to finance imports by an

African country (under a commodity import

program or sector program), will the
agreement require that those imports be
used to meet long-term development needs
in those countries in accordance with the
following criteria?

(1) spare parts and other imports’
shall be allocated on the basis of
evaluations, by A.I.D., of the
ability of likely recipients to use
such spare parts and imports in a
maximally productive, employment

generating, and cost-effective wax;‘,S,ﬁ

No'

/A

NfA-

N/A
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importeq agricqltural Products:;

consideration shall pe given to
historical Patterns of foreign
exchange uses: :

8pecial account @stablisheq by that
government and, except 45 provided in
subpatagtaph (B), shail) be available
only for use in accordance With the

o

s

N/A'

N/

143



(B) the agreement shall require that

the government of the country make °
available to the United States
Government such portion of the amount
deposited in the special account as

‘may be determined by the President to

be necessary for requirements of the
United ‘States Government ...

f. °'ISDCA of 1985 Sec. 207. Will ESF
funds be used to finance the construction
of, or the operation or maintenance of,
or the supplying of fuel for, a .

nuclear facility? 1If so, has the
President certified that such country

(1) is a party to the Treaty on the
Non-Proliferation of Nuclear Wweapons or
the Treaty for the Prohibition of Nuclear
. Weapons in Latin American (the."Treaty of
Tlatelolco"), (2) cooperates fully

with th: IAEA, and .3) pursues
nonproliferation policies consistent with
those of the United States?

g. 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?

h. FY 1987 Continuing Resolution. If
assistance is in the form of a cash
transfer to any country which receives in
. excess of a total of $5 million as cash
transfer assistance in the current fiscal
Year: (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 currences that may be generated
with funds provided as a cash transfer

to such a country also be deposited in a
special account to be used in accordance
with FAA Sectlon 609 (which requires such
local currencies to be made available to
the U.S. governnent as the U.S.
determines necessary for the requirements
of the U.S. Government, and which
requires the remainder to be used for
programs agreed to by the U.S. Government
to carry out the purposes for which new
funds authorized by the FAA would
themselves be availablej?

N/A

N/A.

A

Yes

/794



b. FAA Secs. 103,

- 6 =

Nonproject Criteria for Development
Assistance ‘

a. FAA Secs. 102(a), 111, 113, 281(a2.
Extent to which activ i .

small towns and rural areas, and insuring
wide Participation of the Poor in the
benefits of development on a sustained

basis, using the appropriate U.S. .
institutions; (b) help develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help
themselves toward better life, and otherwise
eérncourage democratic Private and local
governmental institutions: (c) support the
self-help efforts of developing countries:
(d) promote the Participation of women in
the national economies of developing
countries and the improvement of women's
status; and (e) utilize and encourage
regional cooperation by developing countriess
103A, 104, 105, 106,
being made available

Is assistance

(1) [103] for agriculture, rural
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 under Sec, 104
to help improve nutrition of the people
of developing countries through
encouragement of increasged production of
€rops with greater nutritional value;

JAN/A

Thi§ Program will provide
an 1mproved fertilizer
supply to smal} farmers,
using their cooperativeg
where dppropriate, 4
significant portion of these
small farmers are women,

Some as head of the resident
household.

N/A-

This program would fall ip
Category ¢ because of itg
direct impact on food policy,
however the indirect benefitsg
to the rural poor will be
appreciable.

/96



improvement of planning, research, and
education with Leéspect to nutrition,

demonstration Programs explicitly addressing
the problem of malnutrition of peeor and
vulnerab{e People; and (c) extent to which
activicvy ‘increases national food security by
igproving food pPolicies and management and
by strenqthening national food Leserves,
with particular concern for the needs of the
pPoor, through measures encouraging domestie
Production, building national food reserves,
expanding. available Storage facilities,
reducing post hacrvest food losses, and
improving food distribution,,

(2) [l04) for population Planning under
Sec. 104(b) or health under Sec. 104(c); if
S0, extent to which activity emphasizes
low-cost, integrated delivery systems for

health, nutrition and family elanning for N[A

the poorest people, with Particular
attention to the pee.. of mothers and young
children, using param .dical and auxiliary
medical personnel, clinics and health posts,
commercial distribution Systems, and other

modes of community outrearch.

(3) [105) for education, public
admiristration, or numan resources
development: if $0. (a) extent to which
activity Strengthens nonformal education,
makes formal education more relevant,
especially for rural familiesland urban
pPoor, and strengthens management capability
of institutionsg enabling the poor to
participate in development; and (b) extent
to which assistance Provides advanced
education angd training of pPeople of
developing countries in such disciplines ag
are required for Planning and implementation
of public and private development activities.

N/A

A



(4)

(106] for technical assistance, energy,

research, Leconstruction, and selected
development Problems; if §0, extent activity

1s:

(1) (a) concerned with data collection
and analysis, the training of,-skilled
personanel, Lesearch on and Jévelopment
of suitable energy sources, and pilot
Projects to test new methods of energy
bProduction; ang (b) facilitative of
research on and development and use of
Small-scale., decentralized. renewable
energy sources for rural areas,

_emphasizing development of energy

Lesources which are environmentally
acceptable ang requlze.minimum capital

(ii) concerned with technical
cooperation ang development, especially
with u.s. Private anpd voluntary, or
regional ang international development,
organizations;

(iii) research into, and evaluation -

of, economic developmen;‘ﬁrgcesSes and';

techniques;

(iv) Leconstruction after natural or
manmade disaster and programs of
disaster Preparedness:

-(v) for special development Problems,

and to enable pProper utilization of
infrastructure and related Projects

‘funded with earlier U.s. assistance: -

(vi) for urban development, especially
small, labor-intensive enterprises,

and social development.

N/A
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international Coordination jp Planning
and implementation: Participation ang--- - -~
- Support by African countries ang

equitable bqrden-sharing with other
'donors: (b) has a dete:mination“been made

Lelatively smaller, Cost-saving, labor using N/A
technologies that are generally most

appropriate for the smal} farms, smay}

businesses, and smal}] incomes of the poor)?

d. FAA Sec. 281 (h). Describe extent to

which the activity Lecounizes the Particular The GRC has taken a special
Needs, desires, ang Capacities of the People Interest in the design of
of the. country; utilizes the countryrg - this program as a major
j.nte}lectual Lesources to encourage policy reform,

lnstitutiona] development: and supports

civie education apg training in skillsg

€. FAA sec, 10}(a). Does the activity give.

development of economic Lesources, or to the Yes
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ANNEX J

Program Grant Agreement

Between

The Republic of Cameroon ("Grantee")

And

The United States of America, acting through the Agency
for International Development ("A.I.D.")

Together referred to as the "Parties".
Article 1: The Grant

SECTION 1: Definition The United States, pursuant to
the Foreign Assistance Act of 1961, as amended, agrees to grant
the Grantee under the terms of this Agreement Seventeen Million
United States ("U.S.") dollars ($7,500,000) (the Grant) to
support reform of the fertilizer subsector of the Republic of
Cameroon. The fertilizer subsector reform program is further
described in Annex 1 (attached) which within the limits of the
Program definition, may be changed by written agreement of the
authorized representatives of the Parties without formal
amendment of this Agreement. It is planned that the Grant will
be disbursed to the Grantee upon satisfaction of the conditions
precedent to disoursement and subject to the availability of
funds. In consideration of the Grant, the Grantee agrees to the
fFollowing:

- liberalization of fertilizer importation and
distribution,

- the phased elimination of fertilizer subsidies,and

-~ continued expansion of the role of the private sector
in the distribution of fertilizer. 5

SECTION 1.2: Incremental Funding A.I.D.'s contribution
to the Program will be provided in increments, the intial one to
be made available in accordance with Section 1 of the
agreement. Subsequent increments will be subject to ,
availability of funds to A.I.D. for this purpose and to mutual
agreement of the parties, at the time of a subsequent increment,
to proceed.

D05y



Article 2: The Separate Dollar Account

SECTION 2.1 Utilization Funds disbursed under the
Grant shall be deposited in a Separate Dollar Account in a
United States bank, which account shall be established solely
For such funds. Such funds shall not 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 899,

(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 established by the Paris and
London Clubs, where applicable,

(d) Payment of debt owed by the Grantee to a
multilateral bank or the International Monetary Fund, or

(e) Such other uses as the Parties may agree in
writing.

SECTION 2.2 Interest on the Separate Dollar Account It is the
sense 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 by the
Grantee. All interest earned by the Grantee on such account
shall be used only for those pPurposes permitted under Section
2.1,

SECTION 2.3 Notification of Proposed 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.

Article 3: Conditions Precedert to Disbursement

SECTION 3.1 First Disbursement Prior to the first

disbursement of $6,000,000 under the 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;

ey



(a) Furnish to A.I.D., in form and substance
satisfactory to A.I.D.:

(i) An opinion of legal counsel acceptable to A.I.D. 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,

(ii) A statement of the names and titles of the persons who
will act as representatives of the Grantee under Section 8.2,
together with a specimen signature of each person named in such
statement,

(iii) A statement designating the bank and the number of the
account (Separate Dollar Account) into which the disbursement is
to be made.

(iv) A statement confirming that the Special Account required
by Section 5.1 has bezn opened in the name of the Government of

the Republic of Cameroon and specifying the number of the
account,

(v) Written procedures describing the mechanism by which local
currency will be released from the Special Account and the
procedures which will assure that funds from the Special Account
are used for agreed purposes.

(a) Promulgate a multi-year plan, in form and
substance satisfactory to A.I.D., for the phased
elimination of all fertilizer subsidies ("Subsidy
Elimination Plan").

(b) Publicly announce a new method, acceptable to
A.I.D., of paying fertilizer subsidies such that;

(i) All fertilizer subsidy funds will be provided through the
Grantee's official budget documents and processes,

(ii) The amount of the Grantee's fertilizer subsidy officially
budgeted shall be fully deposited in one or more accounts within
the commercial banking system in Cameroon and be available for
disbursement to eligible importers and distributors no later
than January first of each year that the subsidy remains in
effect,

(iii) Eligible private sector fertilizer importers and
distributors will be reimbursed via the commercial banking
system upon proof of distribution to retailers.
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SECTION 3.2 Second Disbursement Prior to the Second
Disbursement of $1,500,000 under the Grant, the Grantee will,
except as the Parties my otherwise agree in writing,

(a) Provide evidence, satisfactory to A.I.D., of the
effective establishment and operation of the Fertilizer Credit
Fund, and

(b) Provide evidence, satisfactory to A.I.D., of the
effective establishment and operation of the Fertilizer Subsidy
Fund.

SECTION 3.3 Third Disbursement Prior to the Third
Disbursement of $2,500,000 under the Grant, and, subject to the
incremental availability of funds in accordance with Section 1.2,
the Grantee will, except as the Parties may otherwise agree 1in
writing,

(a) Provide evidence, satisfactory to A.I.D., of
continued application of the policy of market liberalization for
fertilizer importation and distribution for the 1989 crop vear,

(b) Provide euidencé, satisfactory to A.I.D., of the
continued effective operation of the Fertilizer Credit Fund
through the 1989 crop year, and

(b) Provide evidence, satisfactory to A.I.D., of the
continued effective operation of the Fertilizer Subsidy Fund for
the 1989 crop year.

SECTION 3.4 Fourth Disbursement Prior to the Fourth
Disbursement of $3,000,000 under the Grant, and, subject to the
incremental availability of funds in accordance with Section 1.2,
the Grantee will, except as the Parties may otherwise agree in
writing,

(a) Provide evidence, satisfactory to A.I.D., of
continued application of the policy of market liberalization for
fertilizer importation and distribution for the 1990 crop vear,

(b) Provide evidence, satisfactory to A.I.D., of the
continued effective operation of the Fertilizer Credit Fund for
the 1990 crop year, and

(c) Provide evidence, satisfactory to A.I.D., of the
continued effective operation of the Fertilizer Subsidy Fund for
the 1990 crop year.



SECTION 3.5 Fifth Disbursement Prior to the Fifth
Disbursement of $4,000,000 under the Grant, and, subject to the
incremental availability of funds in accordance with Section 1.2,
the Grantee will, except as the Parties may otherwise agree in
writing,

(a) Provide evidence, satisfactory to A.I.D., of the
continued application of the policy of market liberalization for
. fertilizer importation ancd distribution for the 1991-crop- year,-. . .-

(b) Provide evidence, satisfactory to A.I.D., of the
continued effective operation of the Fertilizer Credit Fund, and
conduct a special review, satisfactory to A.I.D., of the long term
impact of the Fertilizer Credit Fund and:

(c) Make no further provision for subsidy in the
distribution and marketing of fertilizer.

SECTION 3.6 Notification When A.I.D. has determined
that the above conditions have been met, it will promptly notify
the Grantee.

SECTION 3.7 Terminal Date for Conditions Precedent If
all conditions specified in Section 3.1 have not been met within
ninety (90) days from the date of this Agreement, or such later
date as A.I.D. may specify in writing, then A.I.D., at its option,
may terminate this Agreement by written notice to the Grantee.

Article 4: Disbursement

SECTION 4.1 Disbursement of the Grant. After
satisfaction of the conditions precedent, the Grantee may request
A.I.D. to disburse funds under the Grant. After review and
approval of the documentation submitted by the Grantee, A.I.D.
will deposit the funds in the bank account designated by the
Grantee.

SECTION 4.2: Date of Disbursement. 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 Special Account

SECTION 5.1, Establishment of a Special Account,
Grantee shall establish a Special Account in a bank mutually
acceptable to the Grantee and A.I.D. and shall deposit therein
currency of the Grantee in amounts equal to disbursements made
under the Grant. Funds in the Special Account may be used for
such purposes as are mutually agreed upon by A.I.D. and the
Grantee. : : .

SECTION 5.2: Timing of Deposits. Prior to actual
utilization of funds from the Separate Dollar Account, the Grantee
shall deposit in the Special Account the amount of local currency
equivalent to such planned utilization. However, within
forty-five (45) days after each disbursement of funds under the
Grant, the Grantee shall deposit in the Special Account the entire
amount of local currency required under Section 5.1 of this
Agreement.

SECTION 5.3: Condition Precedent to Release of Funds
From Special Account. Prior to each release of local currency
funds from the Special Account, 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., a plan for the use of such
funds and a description of the financial mechanisms and the terms
and conditions by which such funds will be made available for the
planned use.

SECTION 5.4: Books and Records. The Grantee shall
maintain and cause recipients of funds from the Special Account to
maintain, in accordance with generally accepted accounting
principles and practices consistently applied. L»oks and records
relating to the Special Account. The Grantee shall grant or cause
such recipients to grant to A.I.D. or any of its authori.ed
representatives the right to inspect such books and records at all
times as A.I.D. may reasonably require. Such books and records
shall be maintained for three years after the date of last
disbursement by A.I.D. under the Grant.

SECTION 5.5: Refunds. In the case of any released of
funds under the Special 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, 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 Account within ninety (90) days after
receipt of a request therefor.
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SECTION 5.6: 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, Grantee shall use the highest rate of exchange
which, on the date the disbursement is made, is not unlawful in
the Republic of Camercon, and in no event may this rate be less
than the published rate of the U.S. Gouvernment's Disbursing Agent,
the U.S. Treasury, through its authorized Disbursing Officer in
Paris, France. As used in the precedent sentence, "highest rate .
of exchange" means the rate of exchange which yields the greatest
number of units of local currency per U.S. dollar.

Article 6: Covenants

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 that might
materially affect this Grant .and the discharge of responsibilities
under this Agreement:; and )

(b) That it will inform A.I.D. in timely fashion of
any subsequent facts and circumstances that might materially
affect, or that it is reasonable to believe might so affect, the
Grant or the discharge of responsibilities under this Agreement,

SECTION 6.2: Books and Records. The Grantee will
maintain financial records, in accordance with generally accepted
accounting principles, 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 he made available upon request
for examination at any reasonable time by authorized
representatives of A.I.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 Reports

(a) Unless A.I.D. agrees otherwise in 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 rurnished to A.I.D. at ensuing three-month intervals
under the Grantee has satisfactorily reported on the uses of all
funds in the Separate Dollar Account. In the report, the Grantee
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shall certify that books and records relating to 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 days of receiving each report, A.I.D.

will advise the Grantee whether or not the reported uses of the
Separate Dollar Account are acceptable. Within thirty 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 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 una..~ the laws in effect in Cameroon.

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

military or police.

(¢) No further price controls will be instituted or »
expanded in the marketplace which in effect contravene the agreed =
upon schedule for removing the fertilizer subsidy,

(d) The Grantee will abolish its present system of
fertilizer import quotas, ' ’

(e) The Grantee will abolish its present system of
allocation of subsidized fertilizers to cooperatives and other

users,

(f) The Grantee will sycstematically review
smallholder crop price policies and levels to review and determine
adjustments needed on at least an annual basis. Reports of these
reviews and recommendations issuing from such reviews shall be
"provided to USAID.

(9) Periodically, the Grantee will evaluate with
A.I.D. the progress toward attainment of the objectives of the _
reform program and as necessary will modify from time to time the
Subsidy Elimination Plan so as to assure attainment of such
objectives.
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(h) The following definitions shall apply to the
fertilizer price subsidy:

(i) Average subsidized fertilizer price will
be calculated based on the formula ((1 - S)(Pi + Dc)) where S is
the rate of subsidy expressed as a decimal percentage, Pi is the
C.I.F. landed Douala price and Dc is the port
handling/storage/transport cost similarly weighted, and as

weighted for the quantities of fertilizer anticipated. . . . ———

(ii) The subsidy reimbursement to importers
and distributors will be defined as a fixed amount per unit of
fertilizer distributed within the period of effectiveness of the
subsidy.

Article 7: Termination: Remedies

SECTION 7.1: Termination. This Agreement may be
terminated by mutual agreement of the Parties at any time. Either
Party may terminate this Agreement by giving the other Party (30)
days written notice. Termination of this Agreement will terminate
any obligations of the Parties with respect to funds not yet
disbursed under the Grant but shall not affect obligations of the
Parties with respect to funds already disbursed at the time of
such termination.

SECTION 7.2: Supension. 1In 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 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 violation of
the legislation governing A.I.D.: or

(e) A default shall have occurred under any other

agreement between Grantee or any of its agencies and A.I.D. or ahy,

of its agencies:

then A.I.D. may suspend or cancel this Agreement.
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SECTION 7.3: Cancellation by A.I.D. ifF, within sixty
(60) days from the date of any suspension pursuant to Section 7.2,
the cause or causes thereof have not been corrected, then A.I.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

accruing to A.L.D. under this Agreement will be construed_as a. . ";W;

waiver of such rights, powers, or remedies.

Article 8: Miscellaneous

SECTION 8.1: Implementation Letters. From time to time,
for the information and guidance of both Parties, A.I.D. will
issue implementation letters describing the procedures applicable
to the implementation of the Agreement. Except as permitted by
particular provisions of this Agreement, implementation letters
will not be used to amend or modify the text of this Agreement.

SECTION 8.2: Representatives. For all purposes releuant 

to this Agreement, the Grantee will be represented by the

individual holding or acting in the office of Minister of Plan andf

Territorial Development 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
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: Communications. Any notice, request,
document or other communication submitted by either Party to the
other under this Agreement will be in writing or by telegram or
cable, and will be deemed duly given or sent when delivered to
such Party at the following address:

To _the Grantee:
Mail Address:
Minister of Plan and Territorial Development

Yanitnda NfamanAann

To A,I1.D.:

Mail Address:
Director

USAID

B.P., 817

Yaounde, Cameroon
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911 such commun1cat1ons will be in tnglish or French unless the '
Parties otherwise agree in wr1t1ng Other addresses may be ‘

substituted for the above upon giving of notice.

SECTION 8.4: Information. The Grantee will given -
appropriate publicity to the Grant as a program of assistance to
which the Government of the United States of America has '
contributed. e L

SECTION 8.5: Lanquagqe of Agqreement. This Agreement is

prepared in both English and French. 1In the event of ambiguity or -

conflict between the two versions, the English-language version
will control. :

IN WITNESS WHEREOF, the Grantee and the United States of Rmerlca,'i

each acting through its duly authorized representative, have .

caused this Agreement to be signed in their names and deliuered asf

of the day and year first written above.

THE UNITED STATES OF AMERICA

By: ' BY:
Name: Mark L. Edelman Name: Jay P. Johnson
Title: Ambassador Title: Mission Director

o/
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Annex 1 —- Program Description for the Fertilizer Subsector Reform

Program.

The Fertilizer Subsector Reform Program will permit
free-market pricing of fertilizer materials, permit liberal

licensing of the importation of fertilizer materials, provides for

the establishment of a fertilizer credit fund in the commercial
banks for the importation and marketing of fertilizer, provides
for the phased reduction of fertilizer subsidy through the
mechanism of a fertilizer subsidy fund administered by the
commercial banking system, produce monthly and annual reports of
the Fertilizer Credit Fund and the Fertilizer Subsidy Fund and
provide for special studies and analysis to ensure effective
implementation of this program.

The Fertilizer Credit Fund to be established in the
commercial banking organizations of Cameroon will provide credit
for the importation and distribution of fertilizer for
commercial sale. The performance of this fund will be judged
based upon the timely allocation of funds to this account, the
timely processing of loans by the commercial banks, regular
submission of monthly reports on the status of the loan

portfolio and the prompt setlement of loans by their designated -
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due dates. During the course of the program the long-term
viability of the Fertilizer Credit Fund will be carefully
evaluated,

The Fertilizer Subsidy Fund will be a temporary feature
of the subsector reform program during the transition from the
existing government-managed system of fertilizer supply to the
planned, free-market system of fertilizer marketing. It 1is
intended that this subsidy fund will provide for the annual . - .
reduction of fertilizer subsidy from the current level of
approximately 65% to zero in steps of 45%, 30%, 10% and 0% in
the first through the fourth years of the program. The subsidy
funds will be provided by the Government of the Republic of
Cameroon in annual appropriations. The terms and conditions of
subsidy payment may be adjusted within reasonable limits, but
must be determined well in advance of each crop year and widely
publicized so that the fertilizer marketing organizations can
prepare sound marketing plans. The timeliness of the
incremental adjustments of the Fertilizer Subsidy Fund will be a .
conditional performance factor in this program and evaluated on
an annual basis.

Several factors were identified in the preparation of
this program that require additional, detailed analysis and
study; notably, input/output price relationships for the major
agricultural commodities that may be affected by the anticipated
increase in fertilizer prices at the farm-gate, the future
requirements for farmer credit, the alternatives to *he
fertilizer credit fund in the commercial banks, the factors
influencing fertilizer demand and alternative strategies for
fertilizer market development and expanded fertilizer use.
Certain of these items will be studied concurrently with the
implementation of the reform program so that the results may be
used in the fine-tuning of the Fertilizer Credit Fund and -the
Fertilizer Subsidy Fund.

Monthly reports of the transaction of the Fertilizer
Credit Fund and the Fertilizer Supsidy Fund will be used in
"monitoring this program. A joint, annual program review will be
conducted in Deceimber of each year at which time adjustments may
- be proposed based upon the performance data of the program and
from the results of the concurrent studies and analysis. These
reviews will be the forum for defining timely corrective action
where necessary to improve the reform program for the subsequent
crop vears.

The objective of this program is to improve the supply
of fertilizer to farmers in a system that is economical and
efficient for the society as a whole. While this program will
shift certain costs to the farmers, it will have the advantage
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of more flexible response to the farmer's needs and should be
more effective in the allocation of national resources. The
pProgram has been setup to carefully monitor its impacts and
effectively utilize this performance information in directing
the program resources to the ultimate objective,

The following is the definition of terms and conditions:
- Functional Program for the Credit Fund.
F-CFA assets of the credit fund equivalent to $5

million,

Approved rules and operating depértments for processihg

of loans for fertilizer importation and distribution on -

commercial terms,

~ Functional Subsidy Program

f=CFA assets of 3.6 billion deposited in the Fertilizer

Subsidy Fund.

The rate of subsidy payment not to exceed 60 chFA péhW;!

kilogram of fertilizer,

Effective procedures for timely payment of claims on
the Subsidy Fund.

~ Satisfactory Continuation of Market Liberalization
No import license requirements for Fartilizar
procurement .

No price control in effect for fertilizer sales.

F~CFA assets in the Fertilizer Credit Fund of atrleast;

the equivalent of $7.5 million,

Timely processing of loans for the importation_andv'
distribution of fertilizer. : o C

- Functional Subsidy Program E

F-CFA assets in the subsidy fund for the 1989 chop ge&FQ

of 2.25 billion,

A rate of subsidy payment not to exceed 45 F-CFA par

kilogram.

Effective procedures in timely processing of valid -
claims on the subsidy fund. » : L e
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- Satisfactory continuation of market liberalization
No import license or price ‘control on fertilizer
transactions.

F-CFA assets in the Fertilizer Credit Fund equivalent
to $10 million.

- Functional Subsidy Program
F-CFA assets in the subsidy Fund for the 1989 crop year
of 900 million,

A rate of subsidy payment not to exceed 15 F-CFA per
Kilogram,

Effective procedures for timely processing of valid
claims on the subsidy fund.

- Satisfactory Continuation of the Program
No import license or price controls for fertilizer
marketing.

F-CFA assets in the Fertilizer Credit Fund of the
equivalent of $13 million.

An analysis of the long-term viability of the
Fertilizer Credit Fund.

The Budget
The Fertilizer Subsector Reform Program

million o/a Nov 1987
million o/a Mar 1988
million o/a Nov 1988
million o/a Nov 1989
million o/a Nov 1990

First Disbursement $
Second Disbursement
Third Disbursement
Fourth Disbursement
Fifth Disbursement

E-J TN U CY )
OQOoOuviuno

The Fertilizer Subsector Studies ‘and Monitoring

Initial Grant Agreement $1.5 million o/a Nouj1987
First Amendment 1.5 million o/a Nov 1988 -
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