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Annex 1 .--. Program Descripki-on For :he Fr ril.itzer Subsector ReForrn 
P'rogramn. 

The Fert'L izer- Subsector, Reform Progra Wi I] pormi. t. 
fPree.-inarke , pricing oF fer t liAzer in,-Ver'ia Is, perriit 1iber'a!1icens.i ng of the irripor Lat.inn of ferti .i.7er' ma ter 1..Js , pr'ov ides Forthe es tablishment of a FertiLier credi t Fun d in the comiloercial
banks for' the impor'LatLion and rrirketirig of fertiiizer , provides
for the phased reduction oF Fertilizer subsidy through the
mechanism of a fertilizer subsidy fund adrninistered by the
cormnercial banking system, produce monthly and annual reports ofthe Fertilizer Credit Fund and the Fertilizer' Subsidy Fund and 
provide for special studies and analysis to ensure effective
 
implementation of this program. 

rhe 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 dat.eS. During the course of the program t t]onq-.term

vi ability oF the Fertilizer Credit 
Fund will b, careFully
 
evaluated.
 

The Ferti lizer Subsidy Fund wi]ll be a temporary f eature
of the subsector reform program during trar sition thethe f-rom
existing goVerrITIenU-mdrlaged system of- Ferti Ii : supply to the
planned, Free-iarket system of fertilizer marke ing. It is
intended that this subsidy fund will 
 provide Fo- the annual
 
reduction of FertiLizer subsidy From the curren. 
 levelapproxirmately 65% to zero in steps 45%, 30%, 10% and 

of 
0% inof 


the first through the Fourth years of the rhe
progr in, subsidy
Funds will. be provided by the Government of the lepubli.c of
Cameroon in annual appropriations. The terms an conditions of
subsidy payment may be adjusted within reasonabl limits, but
 
must be determined well in advance of each 
crop ear and widely

publicized so that the fertilizer marketing orgai izations 
can
 
prepare sound marketing plans. The timeliness of the

incremental adjustments of the Fertilizer SubsidN Fund. will be a
conditional performance factor in 
this program arl evaluated on
 
an annual basis.
 

Several factors were identified in the p-eparation of

this program that require additional, detailed ani lysis 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, t .
 future
 
requirements for Farmer 
credit, the alternatives t) the

Fertilizer credit in commercialfund the banks, th? factors 
influencing fertilizer demand 
and alternative stra :egies For

fertilizer market development and expanded fertilier use.

Certain of these items will be 
studied concurrentl with the

implementation of the reform program so 
that the rjsults may be

used in the fine-tuning of the Fertilizer Credit Find and the
 
Fertili er Subsidy Fund.
 

Monthly reports of the 
transaction of theFertilizer

Credit Fund and the Fertilizer Subsidy Fund will bo used in

monitoring this program. 
A joint, annual program r'eview 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 improve the reform program for the 
subsequent
 
crop 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 nore 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 impacts and
effectively utilize this performance informaLion in directing
the program resources to the ultinate 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 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.
 

Effective 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 least
 
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 year
 
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 'liberali.zati6n
 
No import license or price control 
on Fertilizer
 
transactions.
 

F-CFA assets in the Fertilizer Credit Fund equivalenL
 
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
 

First Disbursement 
 $5.0 million o/a Nov 1987

Second Disbursement 
 2.5 million o/a Mar 1988

Third Disbursement 
 2.5 million o/a Nov 1988

Fourth Disbursement 
 3.0 million o/a Nov 1989

Fifth Disbursement 
 4.0 million o/a Nov 1990
 

The Fertili'er Subsector Studies and Monitoring
 

Initial Grant Agreement $1.5 million o/a Nov 1987
First Amendment 
 1.5 million o/a Nov 1988
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AEPRP - 87 

I. INTRODUCTION AND SUMMARY
 

I.1 Fertilizer Sub-sector Reform Obiectives.
 

The African Economic Policy Reform Program for Cameroon will
 
encourage and support the Government of the Republic of Cameroon
 
(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 environment 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 cnomme rcial 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 spctor in financing
 
their new and expanding marketing operations.
 

In the subseqent 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.
 

1.2 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 other
numerous 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 is 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.
 

1.3 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. , by 1991, b) the fertilizer marketing ,i]l
henceforth be undertaken by the private-seclor, and c) a
Fertilizer credit Fund will be established wi.hin the commnerci,1 1banking sys temn For support oF expanded Ferti.l izer disi:rjbuion;
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, improve 
 the area coverage by the network of
private-sector distributors, and fertilizerbring use to a level
consistent w-Lth the agricultural production targets of the 
country. rhe 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
 
transfer 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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- Delivered 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 continued 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 marketing agreements, to buy and stock Fertilizer based 
upon their independent market analysis, to set prices and terms oF 
sale and generally operate -i;i a competitive market place. mhe 
marketing networks may include cooperatives as well as individuals 
or enterprises which demonstrate sound businesscan 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
 
windov.s 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
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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- :ares 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 in 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 jill 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 is 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 technique.s the of
for estimation 

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
economic and other reports of Fertilizer 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.
 



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 system 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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be benefited by their establishment of the

.fertilizer trading window, which 
is expected to lead to other
 
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 base
For medium and long term planning by both the government arid by
the growing fertilizer marketing organizations. Finally, theestablishment of the private sector in the fertilizer supply and

services enterprises is expected to be the first step in the
complete reform of the agricultural input supply and services
 
sector.
 

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

1I.1. Introduction.
 

The years 1985 and 1986 were turning points for Cameroon. Oil
production and exports 
peaked in 1985 and started to decline
 
thereafter. Prices of petroleum products, cocoa, 
coffee and
 
cotton were all at loIAI levels and the public income became acrisis situation in 1986. These factors led to a serious economic
slow-down and a need to reexamine the Government's (GRC) role inthe economy and signaled the need For reevaluation of key policy
issues. 

Cameroon is relatively well endowed with natural resources: good
soils, mineral wealth, hydro.-power potential, favorable rainfall
 
and a tropical 
climate. These resources are comparatively well

distributed across the Gross
country. 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 oil 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. Oil 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 oil 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 lower
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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 oil production, a continued sluggishness in
 
international markets For cocoa, coffee and cotton and various
to 

growth limiting Factors affecting key economic sectors in Cameroon.
 

11.2;- 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 oil 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 oil production. The
 
GDP began to taper off in 1984 as a result of the oil price

decline. UnFortunately the income did noL rtecover iAiIh the 
subsequent oil price recovery because the production decline of 
the oil Fields then became the dominant factor in the income 
equation. Further benefits of oil 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. However, 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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The 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 19 78
 
respectively, and employing 6 and 7 percent of the 
labor Force in
 
1965 and 1978 respectively. Average annual industrial growl:h ,Jas

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 of imported
costs inputs

associated with an appreciation of the US dollar vis-a-vis the
 
French Franc (FF).
 

11.3. 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.
 

11.3.1. Impact of Petroleum Revenues.*
 

Almost all the accrued oil 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 ihdicated that the

Cameroonian economy has to the level
been inflated essentially of
 
actual oil revenues, therefore, the downward adjustment to
 
declining oil revenues will be necessary more
and difficult than
 
is jenerally believed.
 

The significant injection of 
oil revenues as public investments,
 
public consumption and private consumption 
caused the increase in
 
the relative prices of non-traded goods versus export

commodities. That increase 
in relative price of non-tradeables
 
versus 
tradeables contributed to the overvaluation of the Franc
 
CFA (Communaute Financi~re Frangaise) versus the French Franc and
 
now penalizes the export sectors (i.e., export crops and 
light
 
manufacturing products).
 

The World Bank 
argues in the 1987 Economic Memorandum that
 
economic adjustments are needed during the 1987-91 period to cope

with reduced 
oil revenues. On the supply side, to counteract the
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decline in GDP due to drop in oil 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 sulTimarized 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$ 16 per barrel or at US$ 20 per' barrel, the nature and
 
magnitude of the economic adjustments remain essentially

unchanged. if oil price rises to 20, Cameroon would
US$ 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.
 

11.3.2. The Decline in Agriculture and its Causes.
 

Recent GRC estimates show that Cameroon is presently 95 percent 
Food self-sufficient. Through the 
widely practiced inter-cropping

of Food crops and cash crops, agriculture has also been playing an 
important role in ensurirnq ,urpluses in Lhe balancro oF trade. 
Cash crops (such as cocoa, coftee and cotton), wjhich 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 challenges
 
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 recjired. 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
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cereals) are established in free-market trading. The sluggish

productivity gain in the food crop is
sector traceable to
continued dependence upon labor intensive methods while labor is

migrating 
from the rural sector, a scarcity of appropriate high

yield 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
low, controlled 
farm gate prices. Even though producer prices

the
 

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 both
inputs 
and outputs have interfered with growth in agriculture (see

Annex F for concrete examples).
 

11.3.3. 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 food

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 tu 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

been stagnant during the 

have
 
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 socia. 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 the
 
transport/communication,- trade, and 
other services sectors. "Fhe-­
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 provision 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 59.5 
percent in 1985; in the
 
hotel/tourism sector that share was assessed at percent of
82.0 

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 and crop exports since
oil cash mid-1986, the GRC
 
has wAJithdrawn 
a great deal of the cash deposited in commercial
 
banks. These GRC cash withdrawals have created a liquidity crisis
 
in the banking sector. USAID/Carneroon proposes, in the AEPRP
 
Fertilizer Initiative, to alleviate the banks' liquidity problem

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 is
 
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 1986-91 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
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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.
 

.1.4. FISCAL, 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 accountability.
 

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 dccrees to curtail
 
waste and inefficiencies in the public sector. Thus, the 1987-88
 
austerity budget and finance law mark the GRC's to
determination 

deal with the current economic slow-down and constitute a serious

decision for a general belt-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 manager of the national economy.
 

Being a member of the Central African Monetary Area (CAMA) and,

therefore, of the FCFA Cameroon has
zone, 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
 
place 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 is currently assumed by the BEAC (Banque des Etats de
 
l'Afrique Central). credit
Indeed unions, 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 There an of
issue. is element subsidy in
 
commercial bank credit which constitutes a transfer of real
 
economic resources from various to a
economic sectors 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 limits 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

year 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.
 

11.5 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 oil 
production/exports and depressed international prices for
oil/cocoa/coffee/cotton, and 1987-88 cuts,the budget it is
 
anticipated that the actual average annual growth rate of
 
the 1986-91 will lower than 6.7 An
period be percent. 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. 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:
 

Average Annual Growth Rate
 
1987-91
 

Agriculture 
 3.8
 
Manufacturing 
 8.5
 
Construction 
 -2.9
 
Services 
 5.2
 
Public Administration 
 0.8
 
GDP (excluding oil) 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 sector 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 adverse effect on 
the economy.
 

Fhe 1986-91 Development Plan illustrates 
the GRC'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
 

and policy reforms 

several years of implementation and gestation before producing 
tangible results. 

Furthermore, USOID/Cameroon believes that the currently planned 
programs have under rated the need For 
improvement of the established farm enterprises as the quickest
 
route to enable agriculture to become the engine of growth of the
 
Cameroonian economy. What 
is needed are policy measures to
 
improve productivity/yield on existing Food/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
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PART III. AN AGRICULTURE SECTOR OVERVIEW.
 

III.1. The Place of Agriculture 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 prouides 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 
processinq; 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.
 

111.2. 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, is characterized by an input-mix of
 
imported machines and hired labor set for
up 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 5 ha., but 
no more than one-half of this size
 
group can be classified as the 
modern sector. The production
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show serious stagnation in these enterprises 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 5-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 their
and 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.
 

111.3 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 Farm( 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 

c2 
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III.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 labor 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 a 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 becauso of both management problems and
 
highly competitive market conditions. The subsistence farmer
 
group is 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 Farmers 
move into either the first or second group depending upon their 
location and the export crop market that is open 
to them.
 

111.4.1. Food Crops 

The general '-rend 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 is
consumption 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 'Co segregate the basic 
foods for refining the food
 
supply/demand balance sheet.
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The Agricultural Census of 1984 
indicates that of
62% 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'
 
From 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 Food 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.
 

111.4.2. 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 market
world 

value for their production (see Tables B-9&1O), 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 good
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demand for arabica on the world market in comparison with a
 
surplus of robusta. Wote in Figure 11 that carryover stocks of
 
coffee have risen dramatically in recent years and with the
 
current weakness in the worlA 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- petenti-al- 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 competitive 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 labor 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 is
 
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 
claim 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, logic

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 harvest.
at Favorable weather 
was an important

factor in the 1986 situation but improved varieties, some use of
Fertilizer and better 
management were obvious.
also These
 
experiences demonstrate that available 
te,:hnology 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
a) is 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,
 

111.5.1 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% the General
and 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 II1.1 Price Structures of Cash Crop for the 1979-84 Period
 

Percentages of F.O.B.
 
Export Prices
 

Cocoa Robusta Arabica
 

Farm gate price 47.3 4.3.0 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 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 year. It
 
should also noted
be that Cameroon production of Robusta exceeds
 
their marketing quota by 15,000-20,000 
tons per year and domestic
 
carry-overs are estimated at more than
now 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 market will
of increased share 
 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 expansion is
market 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.
 

III.6. Agricultural Sector Obectives.
 

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
 



-28­
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.
 

111.7 
 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 no hold the
they longer prominent position of

previous years. Attention is shifting to production and
 
productivity in the established farming 
enterprises, improved

cooperative services, improved research, improved seed 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.
 

111.7.1. 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
 

31 
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percent of the estimated EAMI 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 is 
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 and
inputs

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 sector management.
private 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 being

implemented. Under the PLIND program, ONCPB Wil]. require

accredited private cocoa and cofFee marketing agents to invest 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 before they bear 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 attitude the sector
new about private and an
 
interest in encouraging improvements 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.
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111.7.2. 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. In 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 Nest.
 
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 inputs to cash crop farmers 
on a credit basis. The second
 
most important sources of credit are informal such
sources as
 
friends and relatives, village "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 removed and be
is can a critical constraint to
 
expanding fertilizer use future years.
in However, smallholders
 
already are procuring substantial amounts of fertilizer at prices

significantly above the subsidized price. 
 In the short-term, sale
 
of fertilizer is expected to at least maintain 
current levels as
 
availability improves. In 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.
 

111.7.3. 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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111.7.4. 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 facilities for this work. Until
 
recently .. investment -was focussed -upo- the- export -crops. The
this 

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 accomplishment 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.
 

111.7.5. Institutional Framework
 

While product price is an important variable which determines
 
producer's behaviour, input price and relation between
the 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 cross
or price

elasticities. Furthermore, the lack of policy coordination anong
the various 	 Ministries that inFluence inpul or output prices is 
also a problem. 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,
 

111.8 	 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

Forestry sector. The following is a brief summary of the sector
 
activities From point view input
the of of 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.
 

The World Bank currently 
has a heavy investment in the improvement

of coffee and cocoa production. The integrated, regional

development project in the central-north zone has been completed.

rhe buildings For the Agriculture University Center at Dschanghave also been recently completed. Planning is underway fornow 

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 network, and has
road 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 assi.stance For
rice and cotton deuelopment agencies, For the cocoa cooperatives,
for rural infrastructure, For research including the tree crops
and For agro-industrial enterprises. The French assistance hasfavored 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 LINDP led, multi-donor interest in cooperative

reform with particular attention being given the
to business
 
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.
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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.
 

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 For 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 seeds 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 current].y providing multi-donor leadership with the
Ministries of Agr-iculht.re and Plan in a comprehensiue reappraisal
of cooperatives and their development s trategy. isThere Full
appreciation of both the probleins 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
 

http:Agr-iculht.re
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over that period, representing an annual growth of 
16%. While
 
Fertilizer consumption rose impressively, serious supply problem,

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 commonly used fertilizers are sulf-ate of ammonia (SA) 
an

the mixture 20-10-10. For the five-year period starting with

1980/81 crop season, AS made up 45% 

thE
 
of all subsidized smallholder
 

fertilizer; the 20-10-10 mixture constituted 47 % and Urea only

8%. Due to the limited 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 - I : Changes in relative inportance of five major 

fertilizers used in Cameroon, 1980/81 to 
1984/85 (in percent).
 

Fertilizers 1980/81 1981/82 1983/84
1982/83 1984/85
 

21-0-0 (AS) 38 
 30 36 31 15
20-10-10 17 35 38
31 26

UREA 
 8 5 6 7 
 16

KCl 
 11 10 8 7 8
15-20-15-6S-1B) 14 
 11 12 10 10
 
15-15-15-6S-1B)
 

Source: Derived from IFDC Survey.
 

Geographically, subsidized Fertilizer, use concentrated in
is 

West and Littoral provinces, although the amount 

the
 
used in the


Littoral province may be overestimated. Unsubsidized fertilizers
 are used mostly in the Northern Provinces, The following table

shows the geographic distribution of Fertilizer 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 5,055 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) Of 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. third all farms use
One of some chemical
 
Fertilizers. In 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 food
to 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 profitablility 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 Fertilizer and improved varipeIes, 
 maize
 
production has -increased i.n the Northwest Province 25%by since
1984 with no strain on the marketing system or soFtening of maize 
prices. As For vegetable crops, the returns appEa r 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 involves an element of

r"sk, 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 is 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.
 

VA,
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Indeed, using data from research stations for farm plots with
 
improved seed varieties and various 
 levels of subsidized
 
fertilization B/C ratios 
For 	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 relative to 
the costs of
 
subsidized fertilizers-.
 

Table 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 rrL.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 1995,
 
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 traders and importers ,uho provide fertilizer to end-users 
through purely private channels. This arrangement 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 has
Fertilizers 

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 projects
or 

-Provincial extension services
 
-Provincial cooperatives


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

- The 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 the 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 been
have 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 of Agriculture compiled
Direction 
 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 
Fees 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 
Financing 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 annual
the 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 be
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 this
in 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 proc-jremenL
 
contract,
 

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

the importer and made ad hoc allocations For inland moveii-,ints
because the quantity then on hand had fallen short 
of the
 
estimated needs. With the exception of UCCAO, FONADER arranged

shipment by private carrier to various 
regional distribution 
points and thereby maintained the uniform pricing formula for the 
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 Orre 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 regional warehouses, 
FONADER had available (1) the
 
amount 
of the GRC subsidy, (2) the amount of the smallholder
 
credit financing available through, the FONADER system, (1) its own
 
operating 
reserves, and (d) income from prior year fertilizer
 
sales paid in 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 tAas
 
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 The
let. 

remaining 30% due importers within 
45 days after delivery, was
 
supposed to be collected when FONADER delivered fertilizer to
 

,e1
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projects, etc;). Unfortunately, cooperatives generally 
delivered

fertilizer on credit, expecting to settle the 
farmers account when
payment was received for coffee, and they did
until the not have cash income
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 Fertilizer 
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) 


over
 

at FCFA 45,000 and costing at that point in 1986 an 
to Farmers 
estimated 

average of FCFA 135,000 per tonne. 

FONADER 's Financial position appears to have deteriorated 
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 marvh Lng
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 1986-87 crop year was 110,000 MT.
 

IV.3.2. The Non-Subsidized Fertilizer Supply System
 

Almost all non-subsidized fertilizers are 
imported and distrihiLted

by SODECOTON (cotton parastatal) to small cotton 
produc'ers,
SODECOTON's fertilizer 
procurement and distribution syshin is
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 (RCbeen able to appropriate have provided much less 
has
 

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 were frequently

delivered so late that their effectiveness Aklas greatly reduced.
 
As a result, smallholders harvested 
less than they could if
 
Fertilizers were delivered in a timely manner. Fr"'n
Finally, the
 
immediate perspective of the smallholders, the government

Frequently delivered sub-optimal kinds and amounts of Fert1i 
zer.
 
The types of Fertilizer which arrived through the system were
 
distributed regardless of soil conditions or crops 
 I-o 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, feedback
the 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,
causing substitution of subsidized inputs 

thus 
for nonsubsidized ones.


Labor, in particular, was the unsubsidized input most likely

injured by his substitution erK'ct.
 

IV.5. Restructuring the Subsidized Fertilizer Supply System
 

An improved 
system for management of fertilizer supply moves the
 
GRC and FONADER out of the delivery system and places the
 
responsibili1.y upon private-tector Fertil lzer marl,-ting
 
arrangements formed 
between importers and distributors. The

existing importers appear to have well-established chan,,-.s For
 
arranging supply and handling movements 
up to and through the port

at Douala. There are a number of organizations and enterwri.ses,

including the cooperatives, who can handle ferLilizer
 
distribution. 
 These fertilizer marketing arrangements can d. ':-lop

multi-year plans 
for the import and distribution of fertilizer
 
under a free-market enviri,,mient. 

MINAGRI will continue to monitor rural requirements and will
 
monitor fertilizer movements ensure the
to that requireinol-s 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 of Ministry will
new role the 
 be
 
that of promotion and expanded market information rather than
 
operations and control.
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Working capital will be a critical constraint of the new .im,
primarily because of the liquidity problems in the commercial 
banks in Cameroon aL 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 grea-,., role
 
assuming their financial position can be improved. Thus, an
 
expansion oF Financial
their resources can be reasonably nmi.ged

within their existing structures.
 

Fertilizer marketing organizations would apply for credit di,',-tly

to a commercial bank on the 
basis of a well-defined plan to market
 
Fertilizer. The banhs 
would require a sound analysis of dow:.,,, at 
a proposed selling price; evidence the
that physical facilities
 
and personnel exist to stock, store and sell the 
planned vu,lme;

and evidence that the desired fertilizers can be obtained and

imported at a reasonable price to make the enterprise viable. The
 
banks will be expected to evaluate these proposals as commercial
 
ventures 
and establish reasonable credit: terms based upon 
1heir
 
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 
their porlrolio
in order to expand the supply of fertilizer as rapidly as
 
possible. At the same time, the banks must be concerned lh.it
credit applications show adequate evidence of sound planning to

keep their credit risk within reasonable Liinits This c, ',li.t
 
prograrn will require flexibility in order to best serve wi.de
Lhe-range of conditions encountered in the fertilizer market in 
Cameroon.
 

IU6 Finahcing the Phase-out of the Subsidy 

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 MinisLer of to
Agriculture adviie the
 
industry regarding reasonable price objectives, supply objectives

and recommend the level of sid.bsidy based upon the [),licy
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 is proposed thatwhen 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 oFFr;el: 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 ((I S)(Pi + Dc))- where S is 
the rate of subsidy, Pi is the average C.J .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.I. Objective of the Reform Proaram
 

The objective of IJSAID 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 is 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

growth. This program fits into the USAID Development Strategy for
 
Cameroon by ensuring the supply of a vital 
production input for
 
the application of better technology, that is, the program will
 
enable the country to valorize its investment in research and
 
other development activities.
 

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

(1) 	 the liberalization 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.
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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 save
will 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 involved

several minisLries 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 regulated 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

distribution of Fertilizers and displace the 	

and
 
fertilizer supply


functions 
now performed by government, USAID/Cameroon has proposed
 
to the GRC to:
 



(a) 	Abolish MINMAP/MINAGRI's procurement system via import
 
quotas;
 

(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 delays 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

yields, 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. Fertilizer 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 re'channel some
 
resources back into coffee
the sector. The subsidy was justified,

in part because 
of the low producer prices for coffee resulting

for the ONCPB levies and 
various taxes. It is evident that
 
fertilizers 
are widely accepted by coffee and food grain producers

and the rationale of fertilizer promotion no longer justifies
 
continuation of subsidy.
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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. - ...
 

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 For 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 I - December 31, 1989:
 

subsidy reimbursement consistent with thirty
a (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:
 



-47­

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
 
fertilizer applied to coffee.
 

V.4. Expanding the Role-of the Private -Sectbrin Fertilizer
 

Procurement and Distribution.
 

V.4.1. Rationale.
 

Cameroon's fertilizer sub-sector contains 
 numerous dynamic

economic 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 continued
the 

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 various materials. Under the past
 
system, the responsibilities of the 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

Bonab6ri 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 farmers.
to 
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V.4.2. 	 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 	 well
selected, 

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 1p 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 their
of 

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 is expected. On the other hand, the in
increase 

fertilizer sales through 
the new 	marketing organizations is
 
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.
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The annual value of fertilizer sales for the marketing

organizations will 
be the total of the wholesale value 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 these Firms 
will depend upon their effectiveness in moving Fertilizer and in
these calculations it is assummed that in the first year of the 
program they will succeed in turning over their working capitol
about 1,5 times per year. Fhey are expected to improve this 
performance factor to 2 times per year by 
the Fifth year of the
 
program. rhe marketing credit requirement therefore is
 
considerably less than the market value 
of fertilizer distributed
 
in any given year.
 

In the third year 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 the step of
studies of first 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 - this
3 below, program also
 
assumes that in the fifth year the benefits of the investment in
 
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.
 

6Z
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Table V - 3 The Fertilizer Credit Fund. 

YEAR (FY)
 

1988 1989. 1990 1991 1992
 

Wholesale Fertilizer to North Ton/yr. 30,000 
35,000 40,000 50,000 60,00
 
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)
 

l'urn-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 1710
 

Local Resources $M 
 2.5 8.4 14.20 15.2 18.0
 
(Banks and Industry Earnings)
 

*Sales ualued at $200 per ton for fertilizer sold to Development Agencies and
 
$350 per ton for Retail Sales.
 



V,5. Implementation
 

V.5.1. 
 Policy Reform Performance Disbursements.
 

A. 	 Conditions Precedent to First 
Disbursement., Prior to the
 
.first -disbursement under the Grant,- or 
to the issuance byAID 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 Government 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 which contain following
subsidies will 
 the 

prooisions:
 

(1) 	All fertilizer subsidy funds will be provided through the
 
GRC official budget documents and processes,
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(2) 	 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.
 

(3) 	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 to the Second Disbursement. Prior to the
 
disbursement of 
the second tranche of funding provided under this
 
program, the GRC will:
 

(1). 	 Provide evidence, satisfactory to USAID, of the effective
 
establishment and operation of the Fertilizer Credit Fund,
 

(2). 	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,
 

(3) 	 Provide evidence that it has actively promoted 'the
 
expansion of competitive involvement 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, the GRC will:
 

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

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

(3) 	Provide evidence, satisfactory to USAID, of the continued
 
effective operation of the Fertilizer Subsidy Fund for
 
the 1989 crop year.
 

, 5
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E, Conditions Precedent to 
the Fourth Disbursement Prior to the
 
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 f -
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 further 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.
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V.5.3 Grant for'Studies.
 

In additions to the $17 million Cash Grant, USAID plans 
to grant

$3milion-to the- Government o'f- the 
Republic df Cameroon for the
 
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.
 

U.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 From 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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V.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 4,550
 

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 above as
 
an incentive for importers 
to extend their operations into the
 
distribution of Once fertilizer
fertilizers. the 
 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 Remoual.
 

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 in to
tons 1987 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 approximatey-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, i.e., a tripling of fertilizer farm gate price in
 
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, in
 
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 follqwing 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

ConIodity 
 ..
L_, (Kg/Ha) Price Subsidized Non-Subsidized _
 . -Value -. (FCFA/Ha) 

(FCFA/Kg (FCFA/Ha) (FCFA/Ha) (FCFA/Ha) 

Robusta Coffee I 392 
 430 168,560 2,385 - 166,175

3/ II 392 442(3%) 173,330 - 7,155 166,175
 

Arabica Coffee 1 218 470 102,460 6,075 - 96,385
 
3/ II 218 526(12%) 114,610 - 18,225 96,385
 

Rice Irrigated I 6,000 78 468,000 
 17,508 - 450,492 
(SEMRY) 4/ II 6,000 84(8%) 503,016 - 52,524 450,492 

Rice, rainy season I 1,700 78 132,600 5,667 - 126,933
 
(SODECOTON) / II 1,700 85(9%) 143,933 - 17,000 126,933 

Corn 6/ 1 2,200 52 115,333 8,333 - 107,000
 
(SODECOTON) II 2,200 60(13%) 132,000 
 - 25,000 107,000 

Peanut 6/ I 2,000 76 151,667 4,167 - 147,500 
(SODECOTON) II 2,000 80(5%) 160,000 - 12,500 147,500 

1/ Scenario I assumes 1986-87 producer prices and subsidized fertilizer costs. InScenario II,fertilizer
 
costs triple and producer prices are raised to the levels needed to keep farmers' gross margins
 
constant. 
Percentage figures in parenthesis under Scenario II indicate the adjustments in producer crop

prices which are needed to maintain farmers' income constant.
 

2/ For all commodities listed inthis 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 19b6-87 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/ Yield, 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- fert.ili-zer...
 
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 government

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 is
 
assumed at this time that those studies will indeed confirm the
 
viability of new and also
the system will establish that the
 
system can be expanded to satisfy the full need 
of the
 
agricultural sector in the country.
 

VI.1. Privatization
 

The program will be initiated by grants from the African Economic
 
Policy ReForm Program totaling $9 million; 
a grant of $6.0 million
 
upon 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 fertilizer
and the 

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 the local currency equivalent of
to 

the cash transfer or about 2.25 Billion Francs CFA will be
 
established in a fidiciary bank provide working capital for the
to 

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 in 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 marehouses for handling

certain seasonal operations. The fertilizdr credit 
fund will be
 
operated as a revolving fund following sound banking practices and
 
subject to normal accounting and audit procedures, The periodic
 
reports of this fund will be reviewed by U')AID 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 serve 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 systerms and crops is perhaps the aspect of highest

priority. For example, the relationship of coffee prices

fertilizer prices is of critical interest 

to
 
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 or
trials 

demonstrations of 
high analysis fertilizer mixtures or materials
 
as 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 credit for the

agricultural sector. These specialists will begin their analysis

with the systems For providing cred.t to the fertilizer markel ing

organizations, but their work will not be to
limited 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 lines of

analysis should the need arise for supplamentary work in planning

the terms and conditions of the expanded line of credit for

fertilizer marketing in the 
second phase of the program.
 



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 uiabliity 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 action plan and the
the study

budgets attached to this chapter.
 

1I.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 $4 million third
and the year.

The First tranch will provide $2.5 million For the fertilizer
 
credit Fund and $1i.5 million For monitoring and evaluation
 
studies. The socond tranch will provide $3.0 million For the
FertiLizer credit Fund. The 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,OOOMT per year in the sixth
 
year 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 planning 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 is
 
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, evaluation) of program
and 	 the 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 represent a deviation from the
 
Administrator's Payment Verification Policy 
 Statements and
 
therefore requires no furthor 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
 



-61-


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 uses 
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 approve

release authorizations of Funds from 
the Special Account. The
 
Mission's technical office will monitor uses oF released
the Funds 

from the Special Account to ensure funds released are used for the
 
agreed upon purposes.
 

Interest earned on both dollar and 
local 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.
 

VI.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 w4ll
 
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 Fund 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 morithly 
 report For the
 
fertilizer credit fund wA)ill be prepared by Fiduciary
the 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; (3) Summary
and Benchmark Report. rhe
 
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 evaluated in reiationship to Lhe annual 
targets and the seasonal characteristics of Fertilizer marreting.
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 loan portfolio as debts are retired. Comparison

will also 
be made with the same month in the previous year arid
 
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) Delinquency 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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3) Benchmark Reporting
 

- Number of Fertilizer Marketing Organizations
 

- Type and Volume of Fertilizer in the pipeline 

- Type 	and Volume of Fertilizer Distributed by Marketing Area
 

- Summary of the Fertilizer Subsidy Payments 

An annual summary of program operations will be compiled and
 
evaluated to the
revise/up-date program yearly 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.
 

VI.4.1 The Annual Operational Review ­

1. What is 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 	 in the review
lessons learned year under 

(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 is
 
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.
 

4. Evaluate the fiduciary 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 is the quality of the monthly report
 
(completeness, timeliness, adequacy)
 

7/A
 



Are there communication or operational problems in the

interaction of the fiduciary bank 
 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 	 "he
program. Program

Officer 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 linked 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

Department of Studies and Planning. 

the
 
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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VI.4.2 Program Impact Monitoring
 

The evaluation of program impacts will be 
drawn from the
 
implementation monitoring information be
and will 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 contract
may also 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 liberalization are realized and market
 
competition results in a transfer of part of 
these cost savings
 
to the farmer, The fertilizer price information in the record
 
of fertilizer 
sales will be compared with the information
 
reported by the agricultural census to verify the farm level
 
impacts of the program. Spot checks by the program manager and
 
field reports 
form the staff of other USAID projects will also

be utilized 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 wJill be
 
evaluaced in terms of both the increase in the assets of the
 
credit fund 
and an increase in the turn-over rate For that fund
 
resulting in a multiplier effect on the fund benefits in
 
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 that
so 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 from
result 

monopolistic attitudes of the fertilizer marketing

organizations, If limits market
necessary, on 
 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 in various local markets. The farmers of Cameroon have a
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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 regular publication of
 
fertilizaer supply/demand information for various market areas
 
by the Ministry oF Agriculture as a public service is expected

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 the farmers
to 

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 in response to new technology. These are dynamic

requirements and the program monitoring system must retain 
some
 
flexibility in adjusting its techniques to effective
ensure 

evaluation of the key factors that indicate the impacts of
 
operations at the farm level, at the level of the marketing

organization, within commercial
the banks and also at the
 
national 
level where these various impacts are integrated with
 
the benefits to consumers and the governiment. This
 
macro-economic impact will be indicated in the annual program

reviews, but is perhaps more properly the subject of 
the
 
mid-term and final evaluations where an independent or outside
 
evaluator can various reports
take the and analysis into account
 
and construct the comprehensive analysis of the benefits of this
 
prograin.
 

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. In addition, the
 
Program Economist will dedicate about 30% of the time of that
 
position in the evaluation of the implementation and monitoring
 
reports and de'eloping 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 Office are to be involved 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.
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An important 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

Economics 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 scope of
expanding the 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 additional information on the
 
impacts of alternative methods of crop fertilization, The
 
coordination of these -project actiQ..- iks will be the
 
responsibility of the Chief of the 
Office of Agriculture and
 
Rural Development who as supervisor for project
serves the 
 the 

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 evaluations will draw
 
upon the 
information generated by the program implementation and
 
monitoring system for the 
baseline and progress data. The
 
evaluations will review costs the
also the of 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 comparativo 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. 

VI.7 Time Phased Action Plan 

88:1. . 89 90 91,, 92 

Privatization 
Oct 87 Jan June Jan June. Jan .an, Jan 

Policy Amendment of GRC X 
Establishment of Credit Fund X - .__-

Supporting Studies 
1. Price Policy X. - - X 
2. Fertilizer Demand Analysis X----....-X 
3. Field Trials ---------- X 
4. Banking and Credit 
5. Evaluation/Monitoring 

X- -- X 
X 

X 

Expansion 
Supp'lementary Grants X X X 
to Fertilizer Credit Fund 

Studies and Analysis
1. Demand X-X X-X 
2. Credit for Retail 

Marketing 
3. Evaluation and Marketing 

X-X 
X'. X 

VI.7.1 Studies Budget 

1. Price Policy
1 Consultant - 1 year 
3 Specialists at 2 Mo. 

Computer Services 
Local Analysis 
Printing, Misc. 
Uehicles Rents and Support Service 

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

405,000 

2. Fertilizer Demand Analysis 
I 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 
50,000 
75,000 
40,000 
30,000 
30,000 
15,000 

390,000 
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3. Field Trials
 
Supervision and Summary 
 50.,oo
 
50 Local Grants
 

1/10 HA with and without fertilizer
 
Supplies $100
 
Oversight $250
 

$350 	 17,500
 
67,500
 

4. Banking and Credit
 
2 Consultants - 3 Mo. 
 150,000
 

Local Analysis 
 40,000

6 Participant Training 14Mo. 
 60,000
 

Computer Services 
 20,000

Vehicle Rents and Support 40,000
 
Printing Misc. 
 10,000
 

320,000

5. Evaluation
 

2-2- Consultants 
 4 wks' 100,000
 
Banker
 
Fertilizer Marketing
 

Local Analysis 30,000
 
Vehicle Rents and Support 
 30,000
 

160,000

Total
 
1. Price Policy 
 405,000
 
2. Fertilizer Demand 
 390,000

3. Field Trials 
 67,500

4. Banking and Credit 
 320,000

5. Evaluation and Monitoring 
 160,000
 

1,345,500
 

Contingency and Inflation 
 157,500
 
Total 1,500,000
 

VI.7.2 Studies Budget - Phase Two 

Total Budget 
Year One - 750,000 
Year Two - 750,000 
Year Three ­

1,500,000
 

.77 
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1. Demand Analysis
 
2 Specialists teams of 2 x 2 
 Mo. 

10 Training at 1 Mo. 

Local Analysis 

Computer Services 

Vehicle Rent and Support 

Printing and Misc. 


2. 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. 


3. Evaluation
 
2 x 2 Consultants at 4'wks 


Banking
 
Fertilizer Marketing
 

Local Analysis 

Vehicle Rents and Supplies 


4. 	Unspecified 

(Including Contingency and Inflation
 

Total 


200,000
 
100,00
 
60,000
 
4
40,000
 
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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.I.- SUMMARY AflD INTRODUCTION - THE SUBSIDIZED FERT LIZ7HSUB-SXCTCR IS"PLAGGED 3Y HIGH 3UDGETARY COSTS, INET.:CINTAND' UNTIlIELY PROCUIEMENT, INEFFICIENT AND UNTIMELY
 
DISTRIUT.ON T FARMERS AND UTILIZATION 0? COST

INIT7CI I T*pS *iLL AS INAPP.OPR AT FERTI?1ZERS.
 
USAID/'AMROON PGOPOSED ?HASZD !NTER77TON II THE

sU3sID!z2 i-Th!L:ZE?. TES TIE ,SE T
TTs.7F SUB3-SZCTOR 

AI 'TUN S T3O HE IPLE!JTAT cN OF
IT A;." ', L- --E, I,.RVOi4MROG0RAM WHOSE ULTIMATE OJ3ECT17E IS TO ENSURE THE
 
TIMELY AVAILA3iLITY OF FERTILIZZRS TO CCFEE AND 
FOCD CR2
PRODUCERS AT THE. LCYEST POSSIBLE COSTS TO TZE GRC AND TO
 
SMALL ARM nRS. USAID/CAeROON'S FiRTILIZER 
iNITIATIT7 WAS

DISCUSSD U:TH THE DEPUTY CHIEF OF THE WORLD BANV'S W4ST

ARICA PROJeCTS SECTION. 
THE WORLD 3ANX'S DEPUTY CHIEF
*WAS"IN AGREEMENT WITH THE CONTENT OF THE MISSION'S POLICY
.XfORM PROGRAM UNDER THE FVERTILIZER INITIATIVE AND TOLDIRECTOR JAY JOHNSON THAT THE MINISTER OF AGRICULTURE OAS 
DTISIW THAT THE 3AN& WILL CONSIDER SOME ADDITIONAL
 
IN1E3ARTITION IN THE COFFEE SECTOR IF T E GRO ADOTS TH
USAID*S PROPOSED POLICY REFORMS. RE7TEL SUPERSEDES REF A,
R9?B AND SICTIONS 4.I.A AND 4.I.B OF REF C. 
- END OF
SUMMARY AND INTRODUCTION.
 

'II.'7NTIlIZXSR SUB-SECTOR. 
THE 1985 SURTEY CONDUCTED 3Y
T?4 INT3RNATIONAL FERTILIZER DEVELOPMENT CENTER,(IFDC)

SHOVED A TOTAL OF 
105,056 TONS OF CHEMICAL FERTILIZeRS
 
uSXDy "EY FARMERS DURING THE 19E4-85 CROP TEAR AS. OP?0Sl.D TO

134',066 TONS DURING TE 1983-84 CROP YEAR. FIGURES FOR
19'0-EI, 1961-82 AND 1982-83 ARE E5,892 TONS, 93,576 TONSAND116,423 TONS RESPECTIVELY. 07 THE 1984-"35 1OTAL"
 
-3TILIMZER CONSUMPTION, 40,724 TONS 
 (I.E., 38.8 'PERCEIN-)
JERrSOLD TO FARMERS AT DELIVERED COSTS WEiL3 64,332 TONS'­(I.., 61.2 PERCENT) WERE SOLD AT SIGNIICANTLY SUBSIDIZED~
 
PRICES.
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11 UNCLASSIYZD 
 ,TAOU.Dxe5.1z2.:1.
 

1I.1. ALMOST ILL NON-SU3SIDIZID 7.rTI'lZE S AR3 IMPORTED
'AND DISv1U"n 3T SODECOTON (COTTON PARASTATAL) TO SMALL
 
COTTON PRODUCERS. SODECOTON'S FERTILIZE 
PROCUR3MENtT AND
 
DrSTRZBUTION SYSTEM IS SILY-CONTA,,ID ANDSWF-SUIPPORTING. SOD3COTON PROVIDES FULL-COST FERTILIZERS

(AID OTBTR INPUTS) ON CREDIT TO FARMERS AT THE 3EG,IINN.AIG
' 
"O"T- CROP CYCLE. FARMERS REIM3U13S SCDECCTr FOR TEE

PURDHAS2 OFlpRTILIZERS (AND OTHER 
 -NPUTS).C1N
THE SALE OF.
 
THEIR HARVESTS.
 

11.2. 'STBSIDIZED FERTILIZERS ARE MAINLY 7SE 
0'1 COFFEi
 
WITH SIGNIFICANT LEAKAO.ES 
INTO FOOD CROPS BECAUSE OF 
EXISTING -ARMING SYSTEMS. 
 IN THE ARA3!CA COFFEE REGION

(.E., NZST AND NORTH-WEST PROVICES WHICH ACCOUNT FOP.

APPROXIMATELY 20 PERCENT OF TOTAL COFFEE PRODUCTION),

COYF'., AND FOOD CROPS ARE INTER-CROPPED (ALLEY CROPING).

3ASXD ON GRC OFrICIAL DATA (I.E., THE AID FUNDED 19b..
 
'
AGRICUITURAL CINSUS), MOST OF ARA2ICA COFFEE PRODUCERS ARE
SMALL FARMERS, I.E., APPROXIMATELY 80 PErCENT OF ARABICA 
CO!FEE* "PLANTATIONS" ARE ONE HECTA-RLESS THAN (HA) ANDAPPROXIMATELY 10 
PERCENT OF ARABICA COFFEE PLANTATIONS ARE

.1iTWE"N 1.1 AND 2.0 HA. 
 ANOTHER 7 PERCENT OF ARABICA
 
•COFFEE FARMS AIE CLASSIF IED AS' "SCATTERED TREES. IN TH.
ROBUSTA COFFEE REGION (I.E., 
LITTORAL, CENTRE, SOUTH-WEST

"ANM EAST PROVINCES WHICH ACCOUNT ?OR APPROXIMATELY EO
 
PE7RCiIIT OF TOTAL COFFEE PRODUCTION), FARM HOUSEHOLDS USE

"FAMILVLA3BOR ON SEPARATE COFFEE PLOTS AND FOOD CROP
 
PLOTS. BASED ON 
GRC OFFICIAL DATA, T22 m.AOR:..Y '0703USTA COCYiEE PRODUCERS ARE SMALL FARM"iS, I.E.,

"A?PROXIMATYLY ?0 
PERCENT OF ROBUSTA COFFEE PL.;TATIONS ARE
ILSS THAN OE HA AND APPROXIMATELY 15 PERCENT OF ROBUSTA
 
CO2?EE PLANTATIONS ARE BETWEEN 1.1 AND 2.0 HA. ANOTHEP, 9
"3RCENT OF RO..USTA COFFEE FARMS ARE CLASSIFIED UNDER THI

DATEGORY OF "SCATTXRFD TREES". THUS, THE VAST MAJORITY

COFEE PROfLCERs IN CAMEROON ARE SMALL FARMERS W7O, ALONG 

OF
 

.VITH COCOA PRODUCERS, SUPPLY THE QUASI-ENTIRETY OF

CAVEROON'S 1OOD PRODUCTION (MAINLY PLANTAIN, ROOTi/TU3ERS

ANZ CEREALS).
 

TI'.3 . 3CAUSE THE COFFEE SECTOR HAS 
ALWAYS EEN HE-AVILY
 
"TIAED BY THE GRC VIA THE ONCPB LEVIES (SEE FIGUR.S BELOW -
ONCPB - OFFICE NATIONAL.DE COMMERCIALISATION DES PRODUITS3 T
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X 3 /'fTIONAL PRODUCE MARXiTING BOARD)'; THE CO.F:E"/ .z.RTPIZ~' SU3IDT WAS INTRODUCED NOT ONLT" TO PRC.MOTE T.EbtO?4T3rTILrzins BTr kLSO AS A MEANS TO RECHANNEL SOM"/*RTSOUR*CZS"BACX INTO TH."COP.E SEC.TOR (iTr: SIMIL,AR
.CQNDITTONS-P33TAIL INTH! COCOA SCTOR WHERE SIGNIFICANT
MS715SID",3S PESTICIDES AND HERBICIDES 12%rGRAN T TD. I N TE'COCOA SECTOR, THE WORLD BANIC HA.S JUST COMPLETED

J? !'OTIATIoTrWITH THE GRC ON A OLS. 75 MTLLIO#I COCOA:R3E!TLITATION PROJECT LOAN WITH A SrGNI.ICAN. POLICY
ORCOMPONiNT) . 

-. 

-
-

PRICE STRUCTURE OF CASH CROPS IN 
PRC"ENTAGZS OF FOB ?RICES1979-d% 

COCOA ROB3USTA ARABICA 

FAM GATE PrcE 
1A. AND MARKETING/TRALSPORT 
- COSTS 
, SUB-TOTAL 

ONC-P3 L Tvs 
- FOB PRICE 

-17.3 

20.0 
67.3 
32.7 

100.0 

43.0 

20.0 
63.0 
37.0 

100.0 

40.9 

20.0 
60.9 
39.1 

100. 

. 

TH3'ISTITJTTON OF AN ALL ENCOMPASSING STSTEM OF ONC?3..VII"T I'_I MAXIMUM PRODUCER PRICES, FERTILIZER (AND
PISTrcrDx/HERBICIDE) SUBSIDT AND RELATED PUBL.IC 

.ROCURL9ENT/DISTRIBUT'ION SYSTEM OF SUBSIDIZED FERTILIZERSA(,ND PISTICIEZS/33HRBICIDES) IN..ODUCES FINANCIAL LEAKAG'S,.DRATS AND IN!FFICIE3'CI!S AT THE LEVELS OF }CCiN,-llISTRI3UTION AND UTILIZATION 0; SUBSIDIZED T!iZ..
Irr. PRO L.MS ASSOCIATED WITH SUBSILrZED FERTILZr7S.
BASED ON THE 1985 IFDC F3RTILIZER REPORT, USAID/CAMEROON'S
OiN* STAFf 'WORK AND NUMEROUS COISULTATIONS WITH SUBSIDIZED 
I.ETRTILIZER IMPORTERS AND DISTRIBUTORS AND WITH BANIS,THE YOLLOwING PROBLEmS ASSOCIATED WITH SUBSIZIZaD.RTILIZERS .ARE IDENTIFIED: 

... 

*.. 1.'.THEE SUBSIDY IS A BUDGETARY DRAIN AND A FACTORLIMITING' FERTILIZER AVAILABILITT. GIVN THE ANTICIPATEDSUTURE" l'ECLINE IN OIL PRODUCTION AND/OR OIL PRICES, TH
JIERTILIZER SUBSIDY IS BECOMING A CRITICAL BUDGETARY !SSUiz. 

'TIT.2. PROCURIMINT PROBLEMS ARE: (1) TEE PROTRACTESD 
BUREAUCRATIC PROCESS INVOLVING SEVERAL MINISTRIES TO AINARO.FIRTILIZER IMPORT QUOTAS THUS L2ADING TO UNTIMELY 
DELIVERY ANt UNLOADING OF FERTILIZERS IN THr PORT 0FDOUALA; (2) FERTILIZER SHIPMENTS AKE OF SUB-OPTIMUM SI.?3 
TECS SUBJECTED TO HIGH FREIGHT RATM; AND, (3) 3,4GGIvG.AND
BLENDING OF FERTILIZERS ARE PERFORMED IN EUROPE '.TH.S.. , ' LEADING'TO HIGH C.I.F. DOUALA LANDED COSTS. .. 
"IIt.3. PROBLEMS RELATED TO THE DISTRIBUTION O . SU3SXDIZFD 

-FERTILIZERS ARE: (1) REDUCED FERTILIZER NUTRIENT C.ONTENT. 
* DUE TO LENGTHY STORAG3 AT THE PORT OF IOUALA WHERE LOSS.S .,-

CAUSD 37 H-AT AND MOISTUR ARE MAGNIFIED; (2) FO.qADEv-S(YONDS NATIONAL DEVELOPPEMENT RURAL) DISTRIBUTION .".MONOPOLT;, (3) BIGH STORAGE AND DELIVER.. COSTS;. AND (4) *..,-*. 

A. ' 

.. , 
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2/ 
 UNC LASSIIrD YAOUNDE 05012 
"UNTIMiLINisS OF FERTILIZER DELIVERIES TO FARMERS 
(I.E.,
DEEIVIRIES IN SEPTEMBER-OCTOBE*, THE HARTEST TIME FOR
-MAJOR CROPS, INSTEAD OF APRIL-MAT, THE BEGINNING OF MAJOR

CZCP C7CLES).
 

i11.4; 
 ?RO Ll-S RELAT:-D TO THa
"'ERTILIZERS ARE: (1) COST 
UTILIZAT TCN C? 3SUBSIZZINEFFICIENCY IN COFFFE SECTORTROUGH THE USE CF UNNECCESSARILT EX 4SIV'E NUTRIENTS; ANTI)"'(2) ITAPPROP'I:TE USE (DIVERSION) OF COFFEE F!T-TILIZIERS 01"FOOD CROPS.
 

'17". 
 USAID FIVE TEAR AND DOLS. 20 MILLION PHASED
.LITERV TTON IN THE SU3SIDIZFD FERTILIZE? SUB-SECTOR 
.M.. THE OBJECTIVE. OF USAID INTERVENTION DURING THEItES-92 FT?PRIOE IS TO ENSURE THE TIMELY AVALABILITT OF-..-
FYRTILIZzRS TO CCFFEE AND FOOD CROP PRODUCERS AT THE
LOWEST POSSIBLE COSTS TO THE GRC AND TO SMALL ?ARMEI.S.
 
IV,2. TACTICS FOR FT1988-92 P-RIOD : TO ACHIEVE THEOBJECTIVE STATE A30VE, USAID WILL TIE THE DIS3URSEMENT OF
'AID FUNES TO:
 

- (A) THE PHASEZ ELIMINATION OF SUBSIDT AND RELATED FARM
37
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'=?I PRICE ADJUSTMENTS, AND" 
TAXT'WROVEMENT'O THE COST EFFICIENCY AND 
TIMELINESS OF T PROCUREM3.NT AND DISTRIBUTION OF 
SUBSSIDIZE- FE- TI:IZ!RS- T-E ?RI7ATE SlCTOR.
 

.IT".3. UXTZ-71IV_ YEAR PHASED INTERTENTION VILL TN"7UDE
 
TRI FIRST PHASE 4ITH AN INVESTMENT 0 DOLS.. 9 .0 MILLIOr
 
($ PP-.) TO =S CBLIGAT!D IN F;Y!87, AND THE SECOND ?HASE
 
xl!E',AN !NVESTMENT CF DOLS. 1 .0 MIrLLON (DA) TO -3E
 
.NITIA! D IN ?Y1939. 

17.3,1. PHASE I OF USAID" INT1RVENTION - DOLS. 9.0 MILLION. 

-T2E RELEASE OF DOLS. 9.0 MLLIO- IN C!7?-z8
 
WILL 3E CONTINGENT UPON (1) SUBSIDY REDUCTIONS AND
 
TAIMGATY.?RICE ADJUSTMENTS FOR THE 1988 AND !189 CRO?
 
TZARS';' AND (2) AGREED UPON TIME-TABLES TO IMPROV THE
 
EFIcIXNcr OF PRCCUR2MlNT AND DISTRIBUTION OF SUFSIDIZED

FERTIrEZs.
 

,IT.3".".2" DOLS. 9.0 MILLION CASH T!ANSFR WTLL 33 US!: AS
 
2OLLOVS: (I) AFPR'OXIMATELY DOLS. 5.0 MILLION AS CREDIT TO
 
.FACILITATE AND PARTIALLY FINANCE PRIVATE BULK IMCRTAl.ION
 
AND INITIAL WAREHOUSE STCR4GE; (2) DOLS. 2.5 MILLIOtl AS3
 
CHEDIT TC ENCOURAGE AND ?ARTrALLY FI ANCE PRIVATE SECTOR
 
. ISTXI"'.ION AND RETAIL SALES OPERATIONS; AND, (3) BOLS.
 
.1.5 MILLION TO FINANCE: (3.A) A PROJECT MANAGEMENT !.AND
 
MONIITORING UNIT, STUDIES TO REFINE MARXET
 
AA.LYS IS/DEVELOPMENT'. AND IDEITITY AND ZEMCN3TRAT3
 
A. ROIIRS ',-S -OR iNT.iODUCT 10C'.
 
AN, (".3) STUE12S TO DF:FRA:1E .LTE.NA7E
 
.PrOCUTTMENT/DISTR!3UTIN ST 'T .
 

I'',T.2:P
-'HEASE Ir OF USAID I!TERE7NTION -DOLS. ll.Z
 
MILION (ANTIC.IPATED DA FUNDING AS NA).
 

IT.3.2.1. TH3 OBLIGATION OF DOLS. ii.o MILLION TRANCHED
 
P3OGRAW I,'FY!!9E9 WILL BE 3UILT AND CONTINGENT UPON (1)

CONTINUED SU3SIDY REDUCTIONS AND ?ARMGATE PRICE
 
AlJUSTMYNTS FOR THE 1990, 1991 AND 1992 CROP TEAPS VITH
 
CORLITZ LIMINATION OF SUBSIDY IN 1992; (2) CONTINUED
 
.IMPLEMENTATION AND HIFINEMZNT OF REFORMS Il TE-

P!CCUREMZNT SYSTEM BASED ON THE CONDITIONS AND TME-TA3L
 
AGRE3D UPON 
IN THE FIRST PHASE; AND, (3) ACTUAL ?TJRTEER 
,IMPLEMENTATION 0. REFORMS TO LIBERALIZE AND PRIVATIZ? TE 
.. CONDITIONS AND TIME-TAbLElrsT3RBUTION SYSTEM BASED ON T4E 

AGRXED UPON IN PHASE I.
 

.IT..2".Z. PORTION OF DOLS. 11.0 MILLION WILL BE USED (1)
TOIONITIATE PRIVATE OR MIXED EQUITY BAGGING AND BLENDING 
PLANT"Aw"TH3 PORT OF DOULALA, (2) TO PROVIDE ADDITIONAL 

".CIaDITS"TO IMPORTERS AND DISTRIBUTORS, AND (3) TO 
YACILITATE THY FURTHER ESTABLITSHMENT AND EXPANSION OT AN 

T]TX PROCUREMENT/DISTRIBUT ION SYSTEM. TO' THE Z-TEMTXAT' 
I]ASI3LE"AND BASED ON PHASE I MARLET ANALYSIS/DEVELOPMENT,

PRIVATE SECTOR INVESTMENT WILL 3E ENCOURAGED. MISSION
 
ANTIaIPATES US PRIVATE SECTOR JOINT VENTURE INTEREST WHICH
 
COULD ATTRACT TDP INVOLVEMENT.
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V. BENuIrcrARIES -OF USAID FIVe yEAR AND DOLS.PHAS-D INTERVENTION IN THE SUBSIDIZED FERTILIZER 
2. MILLION 

SUB-3CLOR. 'THE MISSION'S FERTILIZER IATTIATIVE WIL
GENERATE BOTH QUANTITATIVE AJD QUALIT.A4TiE BEF I T 
NUMEROUS ECONOMIC AGENTS. -EFITS TO
 

u'1. "THE _ENEFICIARIES OF QUANTITATIV? BENEFITS ARE:Til GRC WIT" BUDGETARY SAVINGS FROMl (1)
TLIMINATI'N OT
SUBSIDY; 
(2) THE GRC AND SMALL FARMERS WITH 3CSTREDLUCTIONS OF' A??ROXIMATELYIMPORITAToN, rOLS. 20 PER DOLS. 355 ?11 TON THROUGH BULITON Tn^O-GH-. LOCAr 3AGmTNG ANDDOLS. 30 p2R TON THOUGH LOCAL BLENDING (FYI: COST
REDUCTION FIGURES ARE

TUX IFDC 1984-e5 ESTIMATES); AND, (3)GRC, FARMEPS AND DISTRI3UTORS WITH COST REDUCTIONS-TXROUGB LIBERALIZATION OF FONADER'S INEFYICIET 
DISTRIUTION MONOPOLY. 
V*'2: THE B_:NEFICIARIES.OF QUALITATIVE BENEFITS ARE: (i)IMPORTERS WITH LIMITED LOSSES DUE TO CLIMATIC CONDITIONS
IF FERTILIZER SHIPMENTS ARRIVE IN DOUALA IN A TYELYT"FASEION (I.I., IN FEBRUARY-MARCH INSTEAD OF JUNF-JULY,LrErGHT OF TB?THE RAINT SEASON); (2) SMALL FARMERS WITH,3T HIGHEp.
 
.#5012
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1//!I~7~rIz~j~sARX DELIXRM AND APPTI13D Is A TIM,*3LTI3.IN 'A~OAP1",1 tAT'OTH3 3Ml~T*OCZOP''OT r ,S INSTEAD 01 1*PTBS THE MAJOR 
Z.'.,NDT;'(3)yOOD CRCP ?AR 

..4C*OO AT 3A3'ST'TIM);
 
2, "/ODUMON A."ID USE O 

S WITH aII,- .YI*.LS THROUGH

APPROPRIAT31awr3T- TZRTI-r7ZTRS,CzR$ T3RirNED PRICES. IT.(NOTT: SMAL7 COFFI A'DOCGD CEOP FARME:RS PRODUC,'S, A:ONG WiTH COCOABUlK OF .. U" . TRCDUZEESCAMEROON'S AGRICULTUDAL"A EXPORTS D TEE 1IENTIR -11R

THE7,'D TE
200D'R!-1UR-_.MET. FURTHERMORE, 
 SMALL FA'M FAmI-'ACCOU,NT' FOR 79 PERCENT' OF THE TOTAL ?O"uLr.-..."
 
,.VI*. OTHER 
 DONORS: THE '4ORLD EA31 AN:lTHE GR HA7E JUSTCOM -ET3D Nl('OCIATIOlIS FOR A DOLS. 75 MILL:U CSCOAR3A3ILITATION PROTECT LOAN ITH A SlGNT'1FICANTCOFMONNT. ?CLICTTHE WORLD BAN" ITERVETIONiSECT.OCAILS IN TEE COCO-FOR (I) ELIMINATION OF SU3SIDIES ONP3I. !1S/ MICIDS, (2) COCOA ARMT"ADJUSTMENTS, AND (3) INSTITUTrONAL REFORMSl-vi"CI1NCy TO EHA:CE THEOF THE INPUT/OUTPUT MARKETING SYSTEM. SINCZ•THI.PHcPOSEn uSArD FERTILIZER I'I!TI.Ivz t
TH*'"CO7E" SCTO,.IT LL IMPACT ONCOi.L.MENTS
!N"'TVIETrol" 

NICEL TTE ';CR.D ZAJifI" THX" COCOA SECTOR. I? A7D "FDSA EA711LABL3, 'T21 COMBIN3D 11M-ACT OF' USA ID
Ta'FOOD CROP/COFTEE SECTOR INT3 R72T!ON ZN
VIA 'O7EZ FERTILIERS-OL AND TRE3ANK IN1ER7ENTION IA TEX COCOA SECTORSTIMULATV OUT-UT WOULDAND INCREASE YIELD IN CAMEROON'SUl'yIsCTOR CASHTHUS ENSURING INCREASING FOREIG."ARNII'Gs TO*-YOSTER GENERA&L EONOMiC 
F1.HAIE 

DE7LCPM 74.CONTEIT rIN TIsIT MU.T YE RECALLED THAT TEE USAD 7Z_7.-T_77Z11INIT-AT!K T---ETS THE A?GE SMALL
CONStcm'".3 ARMER I2C-? "-:cTH.. VA AJC..ITY.. OF THE F'OD Ai: CC-.EZ?RODUCTIO;J IN CAMIROON. 

11. ON A iiC-NT TDT IN CAMvEoON, TEE DEPUTYWORLD CHIEF OF3ANS '_!"T AFRICA PROJECTS SECTION REViW',D USAiD
THE 

TERTIaIZER INITIATIVE AND CONCUifREDHE TOLD IN THE POLiC: A,- DAUSAID DIRECTOR THAT TE*AS MINISTER CF AG.I;:LTUREI: . -r TIAT TEE BANK WOULD CONSIDER ADD1TI'NALINTERVENTIoNS IN THE: COFFEE)GRl'_MNT S.TOR IF THE GRC REACHESWATH USA!.D IN POLICY iRFORM CONTAINED IN US AID 

VIII. CO M T: Afl/ AND DEPARTMENT SHOULD BE ACUTELYAWARE OF SEXIOUSNESS CF CURRENT CAMEROON ECOwmrcSITUATION AND .iOLE SUBJECT AEPR? IS DESIGNED TO PLATAS.ISTING ITS INAMELIORATION. 
IIEVIIW CF REFS D-F 

W3 URGE IMMEDIATE AID/&AND CONSULTATIO4 YITH IMF ANDUILT COMPR!H!END CRISIS. IBRD TOTHIS iS A DIVERGZElCEYCW'( ?ICTUR: WHEN FROM PASTCASH CROP EAHNI4GS WERE SIC'NIFICANTLYHI(;HZR ANE PETRCLEUM EXPORTS WEPE AT PEAK LEVLS.'j THESI!JAT ON HAS CHANGED AND, ACCORDING'#ELL AS OTHER TO IO.D' AND IM? (ASDONORS INCLUDING MISSION),OF OPPORTUNITY GRC HAS A WINDOW4HICH tAUST BE S77IZEDDECLINE. NOW TO AVERT 'ORSENINGTHIS PROJECT, ALONG WITH OTHER DONOR EFFORTS,HAS ?XCELLENT CHANCE FOR SUCCESS BY SUPPORTING THOSE
FIMENTS wITHIN GRC STRIVING TO REDIRECT THE TCONOMYTOWARDS AN AGRICULIURAL BASED, FREE MARiET DRIVEN SYSTEM. 
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0ZCZCRTD?8 Tzczrroge~lPPM1 91-2 CANEROON 
..
00 RUYH1D LOC: 158 482
JUI102 
 22 JUN 87 0710 

ZNR UUUUU ZZH C.: l8ea9 
0 2004!5Z JUN E7 CRG: AID• DIST: AID

FM SECSTATE WASH
 

-RU3HTD/At1E 
 AET -Mra ATB..=0 RU-HAB/A2EMBASS; ABIDJAN 'IMMEDIATE 4967 -ACTIOI:PRM UE 62Z 
BTlT I AQ s INFO : DIRrASSTTE la89 
 DDIR 

AIDAC ABIDJAN FOR REDSO/CAO ARD 

E.O. 12356: N/A CHRON
R.F.
 

SU3JsCT: PROPOSED 9AMEkOON FT 87 AEPRP
 

REF: (A) TAOUNDE 1841 (B)'TAOUNDE 1730 
 (C) TAOUNDE
 
b012 (D) STATE 115782
 

1. PROJECT CCMMITTEE (PC)FOR SUMJECT AEPRP MET 6/12/E7

TO REVIEW REVISED PROPOSAL SUBMITTED REF (C). PC WAS
CHAIRED BY PD/CCWAP AND ATTENDED PT AFR/CCWA, AFR/DP,
GC/AFR, AND AFR/TRIARD. DAA/AFR, LARRY SAIERS, By
APPROVING THIS CABLE, HAS ACCEPTED HEFTEL (C) AS PAIPSUBSTITUTZ ANr NOTSS HIS 
CONCURR.ENCE THAT MISSION MOVE
 
FORWARD TO 
rESIGN OF FAAD DOCUMINT. MrsSION SHOULD NOTE
HO'EV!R, THAT 
FINAL APP?.OVAL OF PAIP DESIGN MUST AiAITDECISION OF A1/SB WHO FAIE NOT rET CONCURRED ON CAIEROON
 
iY E7 A;PRP. HOWEVER 4E 
EXPECT A DECISION WITHIti THE


,T wEE&. PC COMMENTS FOLLOW AND SHOULD 
BE

AIPROPRIATELT FACTORED INTO FINAL PAAD DESIGN.
 

2. PC COMMENTS:
 

(A) PHASING -. SUCCESS IN. DEALING WITH THE FERTILIZER
 

SUB-SECTOR WILL REqUIRE SUSTAINED U.S.A.I.D./TAOUND!

EFFORT OVER BOTH PHASES NOTED REF 
(C). IT.IS EXPECTED

THAT THE PAAD DESIGN WILL BE FOR DOLS 2o MILLION

AUTHORIZATION INCORPORATING BOTH PHASES. 
 UPCOMING ABS
REVIEW WILL CAREFULLT EXAMINE MISSION OPTIONS FO. DOLS
11 MILLION OF rA FUNDING OVER FT 89 
9. WE WOULD
 
APPRECIATE RECEIVING UP-DATED ANAL1I1S Of 
HOW MISSION
WILL FUND REMAINING BUDGET REQUIRED FROM AAPW 
LEVELS.
 

(B) PROJECT VS. PROGRAM ASSISTANCE PC NOTED THAT

PROPOSED ACTIVITIES APPEAR TO 
BE PAC&AGED MORE AS
FRCJECT ASSIS.TANCE THAN PROGRAM ASSISTANCE. 
 PC NOTES
THAT AEPRP IS 
INTENDED TO BE PXOOHAM ASSISTANCE LEADING
TO POLICY REfORM AND REGISTERS ITS CONCERN TEAT THE
CONTINUED HEAVY PROJECT EMPHASIS COULD BOG MISSION DOWN
IN PROJECT rETAILS AT THE EXPENSE OF A BROADER POLI!
REFORM OBJECTIVE. FOR EXAMPLE, RATHER THAN 
IMPLTING
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'MONSTRATE THAT TEHE PROPOSI9 ASSISTANCE HAS 
.ICIEN'ILT ADDRESSED TH]LM 50 AS TO ACHIEVE SUSTAINABLE 

i'ORM IN THE FERTILIZER SUB-SECTOR. FINALLY,THE 
,.ELATIONSHIP OF THE PROPCSAL TO OVERALL GP.C POLICY
 
REfORM PLANS IN THIS SUBSECTOR INCLUDING REIORMS SOUGHT
 
BY THE IBRD SHOULD BE THOROUGHLY LAID OUT.
 

(E) BULL BLENDING PLANT - PC REMAINS CONCERNED ABOUT THE
 
N-PURE OF MISSION INVOLVEMENT IN PROPOSED BULL BLENDING
 
I .ILITT. OIGINAL IFDC STUDY CLEARLT FORESAW THIS AS
 
GOVEhNMENTLED ACTIVITY WITH SOME PRIVATE SECTOR
 
PARTICIPATION. HOWEVER, REF (C) REVISED PROPOSAL
 
APPEARS TO INDICATE SHIFT IN EMPHASIS FROM PUBLIC TO
 
PRIVATE SECTOR. PARASTATAL APPROACH TO THIS ASPECT OF
 
FERTILIZER REFORM WILL BE CONSIDERED HIGHLY
 
INAPPROPRIATE ACTIVITY FOR A.I.D. SUPPORT AND MUST RE
 

.'"ULLY 	ACDRESSEr AND JUSTIFIED IN THE PAAD SUBMISSION.
 

(F) CREDIT PC IS STILL UNCLEAR ABOUT WHAT MISSION IS
 
PROPOSING FOR CREDIT DEVELOPMENT UNDER TFTS ASSISTANCE.
 
WILL MISSION FOCUS ON NEW CREDIT SYSTEM OR ATTEMPT TO
 
STRENGTHN THAT W7HICH EISTS? WOULD CREDIT BE EXTENDED
 
AT FARM LEVEL OR IS EXIStING STSTEM ADEQUATE? VHAT WILL
 
BE INTENDED USE OF CREDIT HEFLOWS? PAAD SUBMISSION WILL
 
BE EXPECTED TO FULLY DISCUSS AND SUBSTANTIATE
 
FEASIBILITY OF MISSION INVOLVEMENT IN THIS AREA AND
 
POST-PROJECT SUSTAINABILITY GIVEN CAMEROON'S CREDIT
 
CRUNCH AND ITS NEW AG BANK.
 

(G) MONITOHING/EVALUATION PLAN - GI7EN THE WIDE RANGE
 
OF POT1NTIALLT CHANGEABLE PARAMETERS *HICH COVLD
 
SIGNIFICANTLY AFFECT KET'ASSUMPTIONS VITAL TO AEPRP
 
SUCCESS, PAAD DESIGN TEAM IS R.EqUESTED TO CAREFULLY
 

'JILD MONITORING/EVALUATION PLANNING INTO THE ACTIVITY 
.0 AS tO PERMIT PERIODIC ADJUSTMENTS TO IMPLEMENTATION, 
I? REQUIRED. THE MONITORING PROCESS WILL RECUIRE DIRECT 
ANr QNGOING MISSION MANAGEMENT AND MAY REQUIRE 
SUPPLEMENTAL ANALYTICAL TALENT. 

(H) BUREAU ENVIRONMENTAL OFFICER DELEGATES AUTHORITY FOiR
 
APPROVAL IEE TO THE REGIONAL LEGAL ADVISOR AND THE
 
MISSION DIRECTOR AS THZ APPROVING AUTHORITY. CONTACT
 
REGIONAL ENVIRONMENTAL ADVISOR, .EDSO!WCA IF FURTHER 
ASSISTANCE IS NEEDED. FORWARE COMPLETED INFORMATION Tf)
 
AID/W (AFR/TR/FRO:BESSIE BOYD) FOR RECORDS.
 

i. TO WORA WITH THE PAAD DESIGN TEAM IF DESIRED, AFk/DP 
IS ABLE TO MAIE AVAILABLE STAFF lCONOMIST, STEVE 
SPOSATO. MR. SPOSATO SPEA&S FLUENT FRENCH AND COULD BE 
AN EXCELLENT TECHNICAL ADDITION TO THE PhAD TEAM. tIE 
WOULD BE ABLE TO PROVIDE AID/W FERSPECrIVE ON THE DESIGN 
FFORT AND WOULD BECOME AID/W I4 HOUSE RESOURCE
 

REGARDING THE CAMERON AEFRF. UNFORTUNATELY AID/
 
TRAVEL IUNDS ARE NOT AVAILABLE SO THAT MISSION WOULD
 
NEED TO FUNE HIS TDY. PLEASE kDVISE ASAP
 

4. OECAUSE PROCESSING OF THIS ACTIVITY WILL TA&E PLACE 
LATE 'IN THE FISCAL YEAR, A.I.D./W REMAINS CONCERNED 
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CASH GRANT DOLLARS WILL B 
USED FOR CREDIT (AS WOULD BE
THE CASE IN THE TRADITIONAL ICI PROJECT), DOLLARS CCULD
SE DISB UiSED ACCORDING 
 TO CASH TRANSFER PROuIDUrES IN
TRANCHZS AS CONDITIONS 

F.,"'IVALENT (CFA) 

ARE MET, WITH LOCAL CURRENCY
ALLOCATED TO SPECIAL LINE OF ChF:UI.SJCUSSED R!YTELS.
 

(C) PENEIICIARIES 
- ORIGINAL REF (A) AEPEP SUBMISSION
INDICAT-D GOAL OF INCREASING PRODUCTION OF 
CEREAL C:OPS,
WHEREAS REVISED SUIMISSICN REF 
(C) APPEARS TO FOCUS ON
OBJECTIVES RELATING TO rHE FERTILIZER SUB-SICTOR
(ITSELY RELATED TO FOOD PhODUCTION ONLY BY 
INFERENCE).
PAAD WILL BE EXPECTED TO CAREFULLY DELINEATE ThEOBJECTIVES OF THIS ACTIVITY AND MUST CONTAIN MUCH MORE
lXPLICIT DOCUMENTATION ON THE SIGNIFICANT LINKAGVS
ALLUDED TO BETWEEN COFFEE/COCOA PRODUCTION AND THAT OF
FOCD CROPS IN CAMEROON. 
 AID/W HAS NO PRO.LEM WITH .PRCGRAM PURPOSE THAT 
IS FOCUSSED ON INCREASED lFICILNCy
IN THE FEHTILIZER SUF- SECTOM, 
BUT bECAUSE THE PFhOJECI
OBJECTIVES RFLATE TO CEREAL PRODUClION BY 
SMAL
 
FARMERS,


PAAD WILL FE EXPECTED .0 FXAMINE ECONOMICS OF FEPTILIZEF
USE AMONG SMALL FARMERS ESPECIALLY FOR FOOD CROP
PRCDUCTION. 
 THIS SHOULD INCLUDE AN ANALYSTS OF THEIF.
A3ILITI TO 
PAY NON-SUBSIDIZEL PRICES FOR FERIILIZEWILL AS TEE ADEQUACY OF PROPOSED iENTILIZER 
AS 

DEMONSTRATICti 
ACTIVITIES WITH REGARD TO PFRCEIVDIEWILLING:ESS OF SMALL 'ARMERS TO USE FERTILIZZRS ON 
i'O
CRCPS. 

t-) RELATIONSHIPS TO OTHER 
POLICY ISSUES 
- BECAUSE OFTHI COMPI.EX ISSUES SURROUNDING IERTILIZER USE IN
CAMEROON 
(SEE REF (D)), RESOLUTION OF FERTILIZER 
SUBSIDY
 
PROBLEMS MAT REQUIRE MISSION 
INVOLVEMENT TN RELATED
ISSUES. SUCH AS INCREASING FARMGATE PRICES FOx
COiFEE/COCOA, REDUCTIONS 
IN ONCPB LEVIES, SUBSIDY
REBUCTIONS FOP RELATED INPUTS SUCH ASPESTICIDES/BERPICIDES, AND OTHER POTENTIALLY VOLATILE
POLITICAL/ECONOMIC ISSUES. 
 FOR EXAMPLE, CAMEROON
PHCDL'CTION 
OF COCOA AND COFFEE AVERAGED 215,000 M.T.
BETWEEN 1984-eE/ PRODUCER PRICES WERE ON 
THE AVERAGE
PETWEEN 30-40 PERCENT OF THE EXPORT PRICE AND GHC
REVENUE FROM THIS LEVEL OF EXPORT CROP TAXATION AVERAGED
DOLS 
 '?5 MILLVON IN 19e4-85 GROSS, IE., BEFORE COSTS OF
TRANSPORTATION FROM THE FARM, HANDLING,ETC. 
 A RISE IN
CROP PRICES Of ONLY 9 PERCENT (11 CENTS PER KG)ENTAIL A LOSS IN REVENUE OF .DOLq ?4 

WOULD 
MILLION OFFSETTINGTHE GAINS FROM THE ELIMINATION OF THE TOTAL FERTILIZER
SUBSIDY. 
 FOR THIS REASON THE GOVERNMENI C' CAMEROON MAT
PE VERT SENSITIVE TO INCREASING CROP PRICE
NEVERTHILESS. TH! LEVELS.
HIGH LEVEL OF TAXATION OF AGRICULTURE
SUGGESTS THAT THIS SHOULD BE DONE. 
 THE FAAD MUST
CAhEFULLY DEFINE AND REV.IEW THESE CRITICAL RELATIONSHIPS
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REPUBLIQUE U-NlXET OUN REPUBLIC OP CAMEROONPAUE - Traval - Patiri Peaci - Work - Fathoeland 

M1NiISTERC DE L'AGRICULTURE MINISTRY OF AGRICULTURE 

DIRECTION DE L'AGRICULTUaE-R-1 'i 
 2 7 2 

SOUS/DIRECTION DE 1A PRODUCTION AGRICOLE>A \G"~~~7*~~* Ya~un . 
Z 

.3 PAI*Isij..... 

Ui 79 
H/ Rd. 5 2 4 1 /MLNAGRI/DLRAGRI/SDPAdu Ler octubre 1986. "The Le Ministre de I'AgricultureMinister of Agriculture JAN 2 2 I9 

Objet &Etude de factibiliti du 
 • ..Subjectprojet sur le Secteur to B.. 8.7 

Engrais au Cameroun par to 1 . 
YAOUNDE
 

POFFICIAL FILE COPY 
DU NOT REMOVE 

Monsieur le Directeul:,
 

J'ai 1'honneur de me rif4rer 5 ma 
correspondance sus-vise, relz

tive a l'objet porti en marge, et aux diffirents rencontres et contacts

qu'ont eux mes collaborateurs avec certains organismes amdricains et 
vos

Services, ainsi qu'aux observations des diff4rents autres Minist~res et

Organismes concernds par le probl~me des Engrais, pour vous 
faire part du

point de vue du Gouvernement sur les diffdrentes propositions faites par

L'IFDC dans son document d'4tude sur 
le Secteur des Engrais au Cameroun.
 

Convaincu des avantages qui pourraient atre tirds d'un nouveau
systeme de gestion des engrais, le Gouvernement marque son accord pour La
 
.ise en place du systime propos., lequel proc~dera par les phases suivantE
 

- formation des cadres et promotion de 1'emploi des engrais au
" Came roun,
 

- achat des engrais en vrac et ensachage sur place,
- mlange des engrais (composds) sur place,
 
production nationale des engrais azotds A partir du gaz nature


2: local, 

00 

Dores et dijl, et en attendant la mise en place des riformes st 
dvoquies, des mesures suivantes out gt4 prises qui tendent A ddbloquer ce.4j tains goulots d' tranglement • 

- d~centralisation progressive du systeme d'acquisition de cer­tains inputs (mesure dont l'exicution est cependant rendue difficile 
' cat
de la fragilitd de trisorerie de la part deo organismes intdressds), 

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

- simplification des procidure d'acquisition des engrais et-au­
tres inputs (dlaboration de Marchds-type, suppression des lettres de 
marchds, etc...) 

-etc... 
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Je me dois par ailleurs de vous faire connaitte qu'Au cours de
 
cette-campagne certaines Sodi-tds donC la SEPCAE se propose de proc4der 
 -

l'ensachage de certains produits (Sulfate d'Arnoniaque) sur place. Je
 
pense que cette Socidtd, qui a une 
longue exp4rience dans le dornaine des
 
produits chimiques, et 
est la mieux implant4e sur le territoire national,

constituerait un partenaire priviligi6 qui s'associerait 
 d'autres Soci4t,

camerounaises ou Socidtds am4ricaines pour continuer 
 remplir cette fonc­
tion. 

Compte tenu de ce qui pr4chde, le Gouvernement sollicite de l'US-

AID, dans le cadre des itudes entreprises par l'IFDC, financement d'une
le 

dtude de factibilit4, portant 
sur la mise en place du systbme proposd, at
 
dont les composantes ont dtd citdes plus haut.
 

Paralllement 1 cette 4tude, je sugg~re qu'il 
soit entrepris une
 
dtude ddtaillde 1 la fois sur 
le coGt de production des princip.aux produit!

d'exportation et leur rdmundration ainsi que l'dvolution des prix de vente
 
en relation avec la rdduction de la subvention de l'Etat. 

Il va sans dire que tous 
les details seront apport6s ult~rieure­
ment lors de I'dlaboration des 
termes de rdf&rence de toutes ces 6tudes.
 

Dores et ddj5 je continue remercier de 1'intgr:t que 
vous por

tez au ddveloppement du secteur des engrais dans notre pays, 
secteur indis
 
pensab1e 
 la promotion de notre agriculture devant consoLider notre auto­
suffisance alimentaire at assurer 
le bien- tre des camerounais.
 

J'esp~re qu'une suite favorable sera donnge catte requete en
 
vue de 
la conduite des 4tudes sus-dvoqu4es qui constituent la suite logiqu

des prdc~dentes consultations.
 

•Je vous prie d'agr4er, Monsieur le Directeur, V'expression de ma
 
consideration distingude.
 

'.~ ~ C? :, gBaptiste YONKE 



* 	 --- ....-- -.------

Rf" 5241/MINAGWI.RAGRI/ShPA.
 

of October 1st 	 1986.ect...$ ub .e stbs[il ty Stujdy. of-l-thely!....
 
"Fertilizer 
 Sector Project in. Came.oonc 

Mr. 	Director,
 

I have the honor to refer 
to
subject project, and 	
the referenced correspondence 
on the
to the various meetings and contactswith some American orgnisadigon 	 my staff have had 

various 	 and Your Mission, and to
other Ministries and A the compents from" 
to share with you with the fertilizerthe 	Cameroon issie,Government'sproposals 	 standpointmade by the I?DC in 	 on the varioustheir study document on the Fertilizer Sectorin Cameroon.
 

Convinced of the benefits which could be drawn
fertilizer management, the Government is 
from a ie" system of

of the 	 in agreement withproposed system, which would 	 the estblls.hmn-t
proceed through the 	 following Phaes 

- training of supervisory staff and promotion of 
fertilizer 
use 	inCamer oono
 
e Procurement of bulk 	 fertilizer and 	 in-country- in-country 	 bagging,bulk-blending of fertilizer- national 	 (bulk blends)pr,>uction of nitroqen fertilizers from local nturval ,as. 

Pending the 	"Implementation of the above reforms, the 	 following actionshave already been taken with a view to unblock 
some 	bottlenecks:
 
- gradual decentralizatiop of somewhose implementation 	 Inputs procurement system (a steois hampered by the cash problems experienced by
agencies concerned), the
 

- phasing out 	subsidies (this measure is faci'litatedfertilizer price during the 1986/87 crop year), 
by fall in 

- simplification of the procurement pocedures forinputs (development of fertilizers andtype-contracts, elimination of 
other
 

contract 
letter,
etc.)
 

"* 

*/. * 



-2­

a ogm w ish to infoamong which you that 'luringSECA2 the currentplan to engage cro year!mmonium sulphite). I 
in local baqging of some 

o 
believe PrOductthat (e.g,chemicals this corr.iny,and which is the with its longbest ex~erien,:established inbe a suitable oartner to 

on the nationalfulfil territorv,this woudfunctionC3meroonlan in a joint venture withoc American companies other 

Taking into mnsideration the afores.id,USAID, within the framework of 
the Government request thatrelating to the IDC study,
the implementatlon of 

fund the feaseblitv stuies
the propos system, the cooonewnts of dhich
are mentioned above. 
Alongside this study I suoeztthe production cost the launching

of of a detailed 
evolution of 

the major export crops and 
study of boththeir
the selling prices remanertion,


in connection with the 
rindthe
 

reduction of
Goveriment subsidy. the
 

It Voes without saying that all thedrafting 'P.tails willof the terms of be provided durinqreference thefor all these studies.. 
Th1ink you once again for your interestfertilizer sector in 

in the developmentour of theof our agriculture, country, a sector hichthe strenghtening is critical to the orortion
well-being of our food self-sufficiencyof the Cameroonian and thepeople. 

I hope a favorable response will be given toconducting the above-mentioned this requeststudies which with a view toare the logical 
follow-uo
previous eapertises. to the 

Since rely 

/S/Jean-3.3ptiste Yo*.e
 

http:afores.id
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Figure B-2 Principle Food Crops of Cameroon 
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Scenario I Present System-Current Fertilizer/Crop Price Ratios 
Scenario Ii Recommended System-Current Fertilizer/Crop Price Ratios 

-- Scenario III Present System-High Fertilizer/Crop Price Ratios 
Scenario IV Recommended System-High FertilizerlCrop Price Ratios / 
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Table B-1 Agricultural Labor Relative to
....; i .a. .... . . to the 
 op l t o
" l Population
 

, x 1972 .9 .. . . . .. . . . 

-~ ~-----------: PERSONS : eeeeeeeeeeeeeeeeeeeee: PERSONS 
PROVINCE : TOTAL :PER ACTIVE : TOTAL : PER ACTIVE 

* FARM :• FANLABOR : FARM FARM :S 

: NORKER(.) : LABOR : WORKER(.)J 

EXTREE HNOTH: () (1) : 987,000 1.6 
NORTH 
 : 718,700 : 1.95 : 290,000 : 2.1 

: AMA0UA 1 1 1801000 2.3 

:EAST 174,600 : 1,6 : 210,000 : 2.3 

CEurE.14 : : 12; : 550,000 : 2.0 
SnuLTH : 517,600 : 1.9 : 174,000 : 1.7
 
LITTORAL : 74,00 : 4.0 : 210,000 : 6.0 

SOUTHWEST : 2S4,100 : 1.8 : 293,000 : 2 
NORTHWEST 
 : 390,000 : 1.8 : 55,000 : 1.9 

WEST 
 : 547,800 : 1.6 : 767,000,: 1.6
 

CAMEROON :2,677,600: - -- 0 ­1.9 : 4,Zl6,000 -: ---- 2.1
 

SOURCES 
I872 *NO 194 AGRICULTURAL CENgUg.

(&' PeRsONS WHOEB 
 MAIN ACTIVIT 
 11 PANRING. 
,.., 
ACTIVE AGRICULTURAL WORKERS AMC INCLUOED 
 IN THE TOTAL.
 
II1 INCLUaD9 
 WITH THE NORTH. 
 12) INCLUDED WITH THE 
soUT.
 



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

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

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

Table B-2 Developed Area by Type of Crop and Average per Farm in 1984
 

DEVELOPED AREA AVERAGE PER FARM 
: NUMBER ---------------------------...... ------------------------------.:AVERAGE 

PROVINCE .: OF : FOOD EIPORT : FOOD EIPORT a IN a 
FARMS a AREA : CROPS CROPS : CROPS CROPS TOTAL a 191? a 

.. .....: (HAi a (1)) : IHA) (PA) (HA)..... IHA).
 

.. . . . . . . . . . . . .. . . . . ....,. . . . . . . . . : . . . . . . 

EXTREME NORTH: 268,500 a 411,700 B 16%:12 1 : 1.37 : 0.16 1.53 (1) f 
NORTH : 96,700 a 150,000 a 76 % 24 %: 1.18 : 0.37 1.55 a 1.65 : 
ADAMAOUA : 53,900 83,000 a 95 % 51 : 1.46 : 0.08 1,54 a t) : 

rEAST = 66,700 : 142,300 € 52 % 48 % : 1.11 : 1,02 2.13 a 1.88 : 
CENTER : 162,000 : 261,600 : 41 % 59 %: 0.66 : 0.95 l6b1 a (2): 
SOUTH a 55,000 : 114,500 a 42 : 58 1 : 0,67 : 1.41 2.08 a 2.07 : 
LITTORAL a 64,000 a 81,500 a 45 % 55 ? : 0.58 : 0.69 1.27 a 1.61 : 
SOUTHWEST a 73,500 : 200,500 433 57 ? : 1.18 : 1.55 2.7 1.47 : 
NORTHWEST a 131,200 : 229,100 : 78% 22 ?: 1.36 ; 0.39 1.75 1.43 : 
WEST 158,7O0 : 292,600 : 68 : 32 1: 1.25 0.59 1.84 a 1.43 : 

: a . .. . . .. . . . .. . . a .. . .. . .. . . .. . a 
CAMEROON 7 1130,200 :1,966,800 65 % 35 ? : 1.13 0.61 1.74 a 1.68 

SOURCES £972 AND £934 AGRICULTURAL CENSUS. it) INCLUOD WITH THE NORTH. 12) INCLUDED WITH THE @OUT". 

Table B-3 Distribution of Farms and Developed Area by Farm Size in 19:
 

TOTAL DEVELOPED A 
S-----------------

FARM FARMS a EXPORT CROPS : FOOD CROPS a TOTAL 

=1000) : : 1005)=i) : 
(HA) a : I I 1NUMBER : aHECTARES: a HECTARES: HECTARES: 

* . . , . , . . 

Belo" 0.15 : 92,400 8.2 ? 1.0 0.1 : 12.9 1.0 : 13.9 0.7 % 
f.:! - C.:0 : 127, 10.) 11.2 % 7.0 1.0 %: 41.2 3.2 %: 48.2 2.5% 
).51 -0.75 : 130,000 11.5 : 16.5 2.4 : 64.7 5.1%: 81.2 4.1%: 

0.7 - 1.00 : 118,800 10.5 1: 25.0 3.6%: 78.9 6.2 : 103.9 5.Z 
1,)) - 1.50 : 185,600 18.4 a 69.3 10.1 1 a 158.1 12.4 2: 227.8 11.6 % 

1.15 - 2.00 a 141,700 12.5 ? 78.9 11,5 % 168.6 13.2 1: 247.3 12.6 1
 

2.01 - :.00 : 169,400 15.0 1 a 145.0 21.1 2: 265.9 20.8 2: 410.9 20.9 x
 

3.01 -5.00 = 117,100 10.4 : 165.7 24.1% 273.6 21.42: 439.3 22.3% 

5.01 and over: 47,.). 4.; 1 a 179.1 26.1 2: 215.0 16.8 1: 394.1 20,0 X 

TOTAL :1,11,i.60 14 a 687.5 100 :1,279.3 100 : 1,966.8 10
 

SOUN¢C 1984 AINICUUTUNRA Ce"NSUS. 

/6/
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Table 	B-4 Tood Crop Production by the Traditional Sector in 1984
 

UITS8 	tP PRODUCTION In TONI 

#a) LagA IN NCCTARKs 

-

: . :EXTREME-: * :50UTH- :NORTH- - : TOTAL::CROP : : NORTH : NORTH ;AOARAOUA : EAST : CENTER : SOUTH :LITTORAL : WEST : WEST : WEST : CAMEROON : : CROP 

P : 142,670 : 40,B90 : 22,29(: -----------------: 	 - ---- --: : 1,420; ------------ : 207,270 : P:-­: NILLET!SORGHUM: S : 292,000 : 62,100 : 17,100 : 1) : (11 : '2): (2): (2): 1,900 : (1): 373,100 : S: MILLETISORGHUM 

: P : 14,506 : 18,800 : 3,100 : 9,320 : 18,530 : 6,670 : 3,870: 2,520 : 11,730 : 10,590 : 99,630 : P :
5ROUNDrJTS 
 : S : 	24,900 : 28,100 : 3,900 : 11,600 : 25,800 : 8,600 : 5,300 : 1,900 : 

:­
8,900 : 15,100 ; 134,100 : S : SROUNONUTS 

::P 8 6,790 :13,110 :471,310 26,420 :15,440 : 3,810 :2 CORN : S : 10,200 : 10,600 : 23,900 : 13,200 : 11,600 : 6,900 11,210 ; 168,990 : 112,760 ; 408,740 : P2,600 : 7,000 : 
7,100 : 59,900 : 59,600 : 205,700 : S : CORN
 
: . : a -. ........
 

....................
--------- ......... -------------- ...
P 	 79,700 :197,300 :373,600 : -.. ..-------- ------- ------------------ : : --­128,700 	: 98,000 : 
303,800 	: 109,500 : 87,600 :1,385,300 : P I:flANIOC :S: 11 : (I1: 28,800:, 28,600 17,900 :, 8,500 : 5,100 : 15,500 : 6,300 : 2,900 : 113,600 :S : MANIOC 

-
 - .... - i--------. . . - - -- - I ----P: : : 	 - -- - --. ----. ---- :------------­: 9,040 : 28,260 : 8,340: 
 11,540 : 49,330 : 39,860: 40,330: 187,500." P
: COCOYAN : S : (21 : (1) 
 (11 	 3,600 : ,10180f: 3,200 : 
6,600 : 25,400 : 19,300 ; 28,100 : 97,000 : S ; COCOYAfS
 

P 	 --. ; -------: 144,400 : 19,700 ; --------57,1.00 : 63,500-----:245,000: 158,900 :PLANTAIN : S : (2); (1): (1) 1 	 5--------- 126,900:1,001,600 : P,700 : 1,20f, 41300 : 2,700 : 12,000 : 
6,100 : 6,100 : 53,100 : S : PLANTAIN
a : •: : : : : :. •. 
S18,554: 
 : 7,860: 11,200 : 19,780: 38,140 : 95,530; P ;: YAMS :5: (2)a (1): (1): 11 : 1: M
3,30(|: l,310 2,300 : 4,800: 8,700 : 211000: S : YAMS
 

P : 	 : : 42,500 : 116,001,: 21,700 - 46,100 :169,000 : 128,300 : 156,800 : 680,400 : P :
BANANA 	 (21 (1)a
: S ( : (1): 1,400 : 3,200: 700: 1,200: 4,800 : 5,500 : 9,900: 26,700: S : BANANA: : : a : a 

P : : 
 " " 2,950 : 23,580 : 4,110 z 9,830 : 16,810 : 19,700 : 4,630 : 82,630 P :
PALB OIL : S ((1): .(2) I2): 1400 : 16,400 : 5,800 : 3,400 11,:00 a 7,500 : 3,500 : 50,200 ; S : PALM OIL 

*OUaCm. 	 2944 ARICULJTURAL CENDU2. I) NESLISABLE, INCLUDOO IN TOTAL.. (21 NOT 	PrODUCto IN THE ROVIXCmE.
 



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

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

Table B-5 Crop Farms 
 Farms with Crops, Cocoa Farms, Coffee Farms, Cotton Farms, Tobacco Farms,
and Farms with Foodcrops by Province.
 

Farms
 
Province 
 with Cocoa Coffee Cotton 
 Tobacco Farms withCrops 1/ Farms 2/ Farms 3/ 
 Farms Farms 4/ Foodcrops 41 

number/percent 5 -----------------------------

Extreme North 
 2,500 -- -- 87,200 6/ 240,500 

(32.5)
North (89.6)
96,700 
 49,500
(51.2) 6/ 96,400
(99.7)

Adamaoua 
 53,900 
 -" 3,700 -- 1,200 52,000
 
(6.9)'
East 66,700 (2.2) (96.5)29,000 34,700" -- 20,000 64,800 

(43.5) (52.0) 
 (30.0) (97.2)
Central 162,000 123,300 20,400 
 12600 60300
 

(76.1) (12.6)
South 55,000 45,300 (7.) (99.0)2,600 
 -- 7,200 51,900 
(82.4) (4.7) 
 (13.1)
Littoral 64,000 15,300 (94.4)


34,800 -- 6/ 63,800
 
(23.9) (54.4)


Southwest (99.7)
73,500 37,000 Z4 1100 -- 6/ 73,500

(50.3) (47.1) 
 (100.0)
Northwest 131,200 3,700 
 96,700 
 -- 1*700 130,600 
(2.8) (73.7)
West (1.3) (99.5)
158,700 
 8,600 134,600 
 -- 1,500 158,500 
(5.4) (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) 
 (96.6) 

1/ Parts may not sum to totals due to multiple counts. 
 SOURCE: 1984 AGRICULTURAL CENSUS
 
2/ Includes farms mith field areas only.

3/ Includes arabica/robusta coffee fares with field areas only.

4/ Includes harvesting farms only.

5/ Percentages expressed in 
terms of total crop farms and shown In parentheses.

6/ Included in national totals only.
 



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

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

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

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

Table B-6 Selected Crop Production,

Farms Harvesting and Selling, Total Production and Quantities Sold
 

/Quantities Sold and Averaae Quantities Sold per Harvested Farm by Selected Crop.
 

---------------------. r===•;====-----

Farms Ratio of Total Total Ratio of Av.uantity
 
Selected Crop Farms with Farms Selling Production Quantity Quantity Sold Sold/Farm
 

Harvested I/ Sales I/ to Harvested Sold to Production Harvested
 

(percent) metric tons 

Cocoa 222,200 222,200 100.0 3/ 114,000 114,000 100.0 3/ 513
 
Arabica Coffee 166,800 166,800 100.0 3/ 35,400. 35,400 100.0 3/ 2,2
 
Robusta Coffee 173,500 173,500 100.0 3/ 118,830 118,830 100.0 3/ 685
 
Cotton 128,900 124,400 96.5 82,210 79,090 96.2 614
 
Tobacco 45,000 21,600 48.0 2,200 2,040 92.7 45
 

(number) (number) m--- -- > (percent) (kilograms) 

TOTAL EXPORT CROPS 2/ 638,200 630,200 98.7 .. : ..
 
i--------------------­

haize 732,300 269,900 36.9 408,740 95,460 23.4 79
 
Sorghum/fillet 334,900 43,200 12.9 207,660 14,450 7.0 43
 
Rice 17,000 7,400 43.5 7,330 4,160 56.8 245
 
Cassava 518,300 178,900 34.5 1,385,300 418,800 30.2 806,
 
Cocoyams/Taro 552,300 164-300 29.7 191,900 44,350 23.1 O.0
 
Yams 459,200 141,100 30.7 109,420 31,600 28.9 67
 
White (Irish) Potatoes 138,300 37,800 27.3 41,980 17,870 42.6 129
 
Beans 511,000 165,200 32.3 54,460 20,010 36.7 39
 
Peas 136,000 27,300 20.1 6,910 2,200 31.8 16
 
6roundnuts 722,200 266,700 36.9 99,180 32,100 32.4 44
 
Sugar Cane 182,800 57,700 31.6 122,810 56,160 45.7 307 
Plantain 528,800 235,600 44.6 63,620 4/ 25,220 4/ 39.6 48 5/ 
Bananas 515,100 193,000 37.5 49,650 4/ 14,960 4/ 30.0 29 5 
Oil Palm 230,500 57,200 24.8 82,630 4/ 27,680 4/ 33.5 120 51 

TOTAL FOODCROPS 2/ 1,092,900 682,400 62.4 .. -.. 

Total Cropz 1,098,900 891,800 81.2 " -- : .. 

I/ Parts say not sum to totals due to multiple counts. SOURCEs 1984 AOR!CULTURAL CENSUS
 
2/ Includes only farms harvested/fares with sales at date of interview for crops listed. 
31 One hundred percent of farms selling/production sold assumed. 
4/ Prod./quant. sold for plantain/bananas and oil palm expressed in 000 bunches/O00 liters, respectively. 
5/ Av. quantities sold for plantain/bananas and oil palm expressed in bunches/liters, respectively. 



Table B-7 
 Production of Export-Crops 1984-1986
 

U9T a 0"OoUCTIom IN TOns
 
ARIKA IN HICTAhIg
 

S 19631 1. .. .. .. .. .. .. ..- .... 
CROP 2 2 2 . 

PRODUCTION : AREA 2 PRODUCTION 2 AREA : PRODUCTION AREA
: COCO 

.1
 

2 COCOA 
: ROBUS;A CGFFEE:: 109,000 : 421,890 : 120,060 :47,000 : 424,000 : 118,320204,559 : 119,000 2 205,500 : 77,462 426,120
: ARABICA COFFEE: 206,145
16,600 : 129,715 : 20,000 : 132,200 :: COTTON 19,690 134,600
94,580 : 79,380 : 97,500 :TOBACCO-CIGRET: 80,800 : 115,544 89,232697 : (2): 950 : (2): 686 ­: TOBACCO-CIGAR I):
1 1117 2,442 : 
 1,539 : 4,037: 1,57b
: RUBBER I):
: 16,4132 24,712 17,679 : 20,505: 18,46?
: BANANA : 76,600 : 3,407 : " (1):

79,200 :2 o lo m i 3,600 : 74,000 it): ,410 ():-m oo i o i i 
l 
 *mo
i2
 

CIo£UTINArgo I RXOOUCTION FRO 
OCI WAG EITIMATED I PROOUCTION 
IN 191411s ­ 1.oo00 TON.
III 
Nor AVAILABLE.
 

AREA IN CIIAREITI(29 TOACCO INCLUDED WITN CIGAR TOBACCO.
 



Table B-8 Harketed Output of Principle Export Crops - 1972-1983 

1972/73 1973/74 1974/75 1975/76 1976/77 197?/78 1978/79 1979/80 190/B1 98/82 982/3 Averae o.:.: 

0r;OCOA 106V896 i10,459 107,503 104,604 81,711 101,923 105,780 121,862 119,511 120,239 IC6.050 

1972/73 ­ 19..t 

108,139 

COFFEE 

Robusta 
Ar bica 

95,993 

62,767 
33,226 

' 91,894 

66,962 
24,932 

"81,178 

55.047 
26,131 

125,302 

94,801 
30,501 

80,996 

61,493 
27,533 

74,174 

57,779 
16,395 

90.733 

71,313 
19,420 

114,811 

83,311 
31,500 

111,434 

86,795 
24,639 

97,223 

71,638 
25,585 

.125,237 

103,235 
22,002 

99,725 

74,104 
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 56,938 
10MCCO 
Loaf 
Cut 

2,548 

2,!63 
365 

2,973 

2,247 
726 

2,896 

2,154 
742 

2,820 

2,063 
747 

3,078 

2,478 
400 

2.623 

2.250 
573 

2,937 

2,302 
635 

1,930 

1,374 
556 

1,705 

1,310 
395 

2,068 

N/A 

1,914 

1N/A,314 
630 

2,517 

1.966 I 
579 Cli 

lEA N/A /A 935 975 1,003 1,710 2,015 1,950 1,882 2,-131 1,801 1,600 (0) 
'INEAPPLES 2,297 2,469 3,886 4,370 .1,537 5,848 7,027 5,647' 3,635- 2,466. 1,450 3,957 
3IAANAS 65,500 66,800 74,507 85,707 82,270 79,079 76.321 75,850 -56,500 53.067 52,330 69,812 

tUBBER 17,252 17,982 10,028 16,377 17,931 17.932 17,165 17770 18,027 17,566. .16,-195 16,936 

'ALM 
Oil 

Kernels 
30,526 

/A 
42,730 

24,345 
32,800" 
18,607 

39,374 

9,263 
37,403 

8 10 
43',746 

8,375 
35,837 
-7272 

57697 
1,878 

65,642 
" 11,699 

'70,081 
13,305' 

72,368 
15,537 

48,026 

12.839 (.!) 

I) 1981/82 not Included­
2) Average 1974/75 ­ 1982/03 
3) !972/ 3 not included 

.ourco- Edlafrlc, Bulletin do ItAfrlque Noire 



Table 8-9 
 Prices, marketing costs and margins in CFAF and US$ per 
tonne of
 
robusta and arabica (1982)•
 

Rotlusta ,\rahica 

(CFAF ILXXOI fUSS IfAN)) [CFAF lit)(1) fUSS Ifx) 

c.i.f.-price (France) ,803 2.44 1021 2.811 

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

30 
21 
44 

30 
.25 
52 

Total 95 107 
F.o.b..price (Douala) 708 2.15 814 2.47 

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

Total 

13 
66 
6 
4 

89 

13 
77 
10 

1115 
Gross earnings 619 1.88 7(19 2.16 

Marketing costscollection. handling 31 26 
hulling polishing 31 
grading 6 41 
sorting 
storage and losses 
transport 
cost of finance 
administration costs 
'prel~vemcnt' ONCPB 

Total 

, 
It 
211 
27 
10 

60+ 
172 

7 
In 
21 
35 
38+ 

176 
Net earnings 447 1.36 533 1.62 

Price to producer 
Ristourne to producer
Margin to rt,,crvcs 

330 
-

117 

!.00 

11.36 

3351 
.,) 

16X 

1.11 

11.51 
Share of unit value of 
exports (f.o.b.) obtained by 
producers 47 e 45 . 
1. Allowance is made for low grade coffee. for which producers receive less than the official price of 
CFAF 350 per kilogram green coffee. 
Source: SEDES (1982) 

. ... // 



Basic Cocoa 	Price Schedule
Table B-40 


1982/83 	 1983/84 1984/85 198S/86 
 1986/87
 

FOB Price Douala 	 540 754 olS 1 001 725.12 

Export tax 56 S6 56 56 S6Other taxes fees 4.87 .19..19 . .9. ..

Overhead 	costs 8.32 :12.21 12.21 13.19 13.85
Dealers profit 3.50 :4.22 4.22 4.22 4.22Transit charges 2#36 3 .28, 3.28 3.28 3.28 

Loco-Magasin Value 564U93 673.08 935.08 919.10 643.57 

Financial 	costs 
 13.32 20.20.20.58 20.58 20.58
Storage and insurance 1.12 0.74 0.74 0.74 0.78Transport and processing 28.66 22.55 22.55 22.55 22.89
Collection charges s.80 3.58 S.S8 S.58 3.94Special levly 0.90 0.90 0.90 0.90 0.90
 

Nu-Bascule Value 
 515.11 	 624.62 886.52 870.64 594.36 

Producer 	price 330.00 	 410.00 410.00 420.00 420,00

ONC3's 	levy 
 185.11 	 214.62 476.52 
 450.54 174.35
NPC 0.57 0.59 0.42 0.45 0.53 

Source : 	Results derived from SEDES (82) table 22 p. 80 and ONCPB's 
schedules 

http:20.20.20.58


Table B-li 	 National production, domestic consumption and exports for coffee
 

(1960-1981) (in 1000 tonne)
 

Crop Opening Production Consumption Available Export Clu~iing 
year stock for export stock 

1960/61 2.8 51.; 0.1 33.9 44.9 9.0 
1965/66 15.7 80.3 0.2 96.1 6H.0 2H. 1 
1970/7 28.7 76.2 1.0 103.9 60.0 43.9 
1975/76 59.0 79.2 1.6 136.6 110.5 26.1
1976/77 26.1 81.0 1.6 105.5 73.7 31A,
1977n8 31.8 85.9 1.7 116.0 80.1 35.9
197Y/79 35.9 107.0 1.9 141.0 93.7 473
1979/80 47.3 114.8 2.0 16A.1 96.11 64.119HW018 ,M1.; 112.4 2.2 174..3 )l1.,6 2.7 
1981/82 82.7 112.1 2.5 192.3 93.'.5 

Sources: ONCPB (1983/84). CNCC (1980a) 



Table B-12 Production costs of arabica and robusta coffee in West Province 
1982/83 

Arahica Rohusia 

tradi. 

liunal 
improved Iradl. 

tillmll 
it,.firoulm 

Yield (kg/ha) 
Plant density (plantuha) 
Productive period (ycars) 
Wage rate (CFAF/man.day) 

250 
12511 

20 
7UW 

325 
12M0 

20 
700 

425 
13IXI 

25 
71X) 

625 
131K, 

71(I 

Annuity of establishment costs
(CFAF 1000) (10 %) 27Y . 27.5 2.11 25.8 

Annual costs 
Labour inputs (man-days) 

weeding 
fertilizing 
disease control 
pruning 
harvesting 
processing 
drying 
transport 
tot'l 

Subtotal of costs ICFAF l(00) 

Material and other costs (CFAF IIXXJ)
fertilizers 
chemicals 
processing materials 
depreciation tools 
transport manure. etc. 
other 

Subtotal 

20 
7 
8 
7 

30 
h 
3 
3 

85 
59 5 

7 0 
4.0 

-e6.0 
7.0 
2.0 
-

26.0 

20 
II) 
15. 
9 

34 
7 
3 
3 

101 
70.7 

14 I 
10.0 

.0 
10.0 
6.0 
-

48,.U. 

40 
4 
4 

10 
33 

-
4 
5 

IM) 
7(l.0 

3.5 
1.H 
2.11 
7.11 
-
6.10 

20.3 

50 
I0 
11 

I5 
44 

5 
h. 

138 
96 1 

14.1 
3.6 
31 

111.11 
-

9.) 
39.6 

Total costs per hccttre (CFAF 10Xl) 
Costs per kilogram (CFAF) 

(US$) 

Source: UCCAO (1983) 

113.0 
452 

1.26 

146.2 
450 

1.25 

116.1 
273 

0.76 

162,11 
29 

(9.72 



Table 3-13 
 The Production costs per hectare of green coffee in the selected
 
countries (1982)
 

Costs of labour Costs of Over- Total Yield Cost 
material head & cots (kglhai)(man. wage per kgcusts input, cta. (USS'1h:,j c1lklcdays) per (US$) (USS) hlilrmncnt (US/kig)

worker costs 
(tJSS/day) (USS) 

Brazil 75 3.0 220 220 280 729 (0) 1.2Colombia 150 4.0 620 2WU 520 13411 81M) 1.710Costa Rica 150 2.4 360 3430 58(3 1.1.0 121111 110 
Kenya

estates AMKJ 1.5 MA) 750 , Xl,) 2151 11191 I.t1.smallholders 220 1.2 270 220 2801 770 6(1I 1.31)Rwanda 275 1.2 340 190 290 R20 7X) 1.201 
Cameroon 

arabica 9(0 2.) I1 70 911 3411 .2111 1.70robusta I Ml 2.u 220 511 11)l 3713 41N) IIA)jIvory Coast 70 2.5 180 20 60 2601 .(X) 0.90Indonesia 120 1.7 210 60 120 390 5i) (1.1 
Source: Country studies (Chapter 3.10) 

//
 



Table 8-14 
 Producer Prices for Export and Agro-Znds~rial Crops
 

ces Exor
~UWT~ fo utr
ndAgo4n-


:CROP 
-------------------------..... I: lC::102/E ------ : !:L'E5 1;E5i8------..: .............
 

:I6 O 

GRAOE2 


:OFF STANE-4;D1 

AmpBIC- *CFFEE 
WASHED 

6000 ' 
* up 

MCD .A •!
S BONUS !JFI'B 

ROBUSTA COFFEE. 
:U'FERIORCIURANI 
POHLSNF 3 

COTTON 

CFF STANDARD 

Tq~rC -[!GAETTE
744CCO-CHIPE 

ql[E 


FICE 'EY-NILL) 

:	,-v1tZNu,5 l'-ELiE ' 
:ALN ;IL EX-MILL: 

Elli mr VII IwIITUTII, 

: 

: 

1 

0: : 

30: 370 


(a 1,4 

: : 
: 410 : 

.*,.r. 


: 1t :
(13 : (I): 

:I 
5to : 490 : 
lnI: (ll 


: : 

(2)DAR117 : 

(2): 1( : 

: ! 

434 1 4372 
90 : 150 

i;;Y 6 2 
2 


141: 145 
ii I05.11 
(21 : 176,: 

I:, war AVUILASL. 

I 42
 
410: 420:
 

;V 2BB(I0 

: 
4'. 4I5'S
 
J
 

440) :30: ;
 

430 440 
30: 10: 

: 

10: 140 
117 	 10
 
15
 

493 1 595 
100 1 50: 
78 1 Is 

1451 153:
 
120 (2) 
323 323
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Table B-IS
 

Marketing of Principal Agricultural Products by the.Traditional Table B-16
 

Sector (1984)
 

: NUMBER : I I OF : AVERA6E : 

CROP . OF : OF : PRODUCTION : PRICE Consumer Price Index for Medium Condition Families (Base 

FARMS ' TOTAL SOLD : RECEIVED 100:1968) 
..
* . . . . . . . . 

a : (NURBER) : 11) (1) : ICFA/kq1 
PERCENTA6E
 

: 100.0 1 : 402 : : INDEX : 6ENERAL : ANNUAL 6RONTH RATE
a COCOA : 262,200 : 23.2 X 

2 ARABICA COFFEE t : 180,200 : 15.9 1 : 100.0 1 a 300 (a): a YEAR :. FOR FOOD : INDEX :
 

a ROBUSTA COFFEE I : 200,000 i 17.7 1 : 100.0 1 3 330 (t ; . : COMMODITIES: : FOOD : GENERAL :
 
COTTON : 136,700 : 12.1 1 96.21 a 130. . :.-: -----------: -----------: 

: TOBACCO : 45,000 : 4.0 1 92.7 1 525 : a : : :
 

: :1972 1 73: 136 : 125 a : 

1973 74: 149 a 143 : 9.7Z : 14.81 : 
* : a a 

* CORN 8911,800 1 71.8 1: 31.8 1 69 2 


s NILLETISOR6HUM : 365,400 ; 32.3 1 7.0 1 96 a 1974 1 75: 177 a 169 18.61 : 17.6 1 :
 

sRICE a 34,700 : 3.1 1: 61.111 30 a 1975 76: 200 a 185 a 12.6 % : 9.81:
 

HIIANIOC : 529,000 : 46.8 : 30.21 : 46 : 21976 177 232 : 207 : 16.3 : 11.8 1 : 

: COCOYAMS a 657,400 : 58.2 1: 23.11 a 53 * i1977 / 78 : 275 a 237 : 1.61 : 14.8 1 : 

zYAMS : 524,500 : 46.4 : 29.91 1 B L 1978 1 79 : 296 a 259 : 7.7 1: 9.11 : 
: 7. 1 :POTATOES : 119,900 ; 15.91 42.6 1 : 52 : :1979 /90 : 311 : 279 : 5.0 

a BEANS a 625,300 : 55.3 1: 36.7 1 ; 135 :1980/81: 349 a 307 : 12.0 a 9.9 1 : 

PEAS : 196,500 : 17.4 1: 31.8 1 : 99 13.1 1 : 
* 6ROUNONUTS ; 604,500 ; 71.21 : 32.3 %a 193 : 1982 I 83 : 474 a 389 16.0 1- 12.3 1 :
 

1.SUAR CANE a 182,800 : 16.2 1: 47.61 2 43 :19B3 84 : 537 a 445 a 13.42 : 14.4 1:
 

: PLANTAIN : 564,900 : 50.0 1: 39.61 a 770 (1): :194 /85 : 519 .492 : -3.6 : 10.5 1: 
:: BANANA : 507,900 : 44.9 1: 30.0 1 480 (11: :1785 B6 : 527 a 553 a 1.91 : 12.4 

:PALN OIL : 427,600 : 37.8 1: 33.51 : 295 (2): .­

---------------- OUR MINISTRY OF PLAN &NO ESSONAL DEVSLOPIENT 

TOTAL a 1,130,200 : :
 
DEPAPTNfENT OF STATISTICS AND NATIONAL ACCOUNTS.
 

- - : - ------­

8OURCE * L964 ASNICULTURAL. CZNSUS. LI)'PCFAIUUNCN. 421 FCFAILITER. 

4.,RAW COfFvt BECANS, SFOR4 MILLINS. 



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

Table B-17 Maize; Farms Harvesting and Selling, Quantity Harvested and Sold, 

and Average Quantity Sold per Harvested Farm by Province. ­

Production/Sales 

Province 
Farms 

Harvested 
Farms 
with 
Sales 

Ratio of 
Farms 

Selling to 
Harvested' 

Quantity 
Harvested 

Quantity 
Sold 

Ratio of 
Sales to 

Production 

Average 
Sold per 

Farm 
Harvested 

(number) (number) (percent) (a. tons) (i. tons) (percent) (kilograms) 

Extreme North 27,200 4,400 16.2 6,790 2,160 3:1.8 79 

North 37-300 10,600 28.4 ' 13,110 3290 25.1 88 

Adaaaoua 35,000 17,500 50.0 43,310 23,220 53.6 663 

East 53,.700 28,600 53.3 26,420 5,540 21.0 103o 

Central 139,000 47,800 34.4 15,440 2,990 1.4 22 

South 44,300 14,100 31.8 3,810 750 19.7 17 

Littoral 54,800 15,400 28.1 6,900 1,210-. 17.5 22 

Southwest 62,200 29,300 47.1 11,210 3,740 33.4-- 60 

Northwest -128,100 55,900 43.6 168,990 36 1l0 21.4 282 

West 150,700 46,300 30.7 112,760 16,450 14.6 -109: 

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

Total Traditional 732,300 269,900 36.9 408,740 95,460 23.4 130 

------------------------------------
SOURCE: 1984 AGRICULTURAL' CENSUS 



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

Table B-18 Cassava:
 
Farms Harvesting and Selling, Quantity Harvested and Sold,
 

Production Sales and Average Quantity Sold per Harvested Farm by Province.
 

Province 
Farms 

Harvested 
Farms 
with 

Ratio of 
Farms 
Selling to 

Quantity 
Harvested 

Quantity 
Sold 

Ratio of 
Sdles to 

Average 
Sold per 

Farm 
Sales Harvested Production Harvested 

(number) (number) (percent) (---- 000 A. tons ---) (percent) (kilograms) 
Extreme North 1/ I --

North 11 11 11 1/ --

Adimaoua 27,500 16,100 58.5 79.7 25.6 32.1 931 

East 57,400 23,100 40.2 197.3 35.8 18.1 624. 

Central 146,300 39,0800 27.2 373.6 81.5 21.8 557 

South 47,600 13,700 28.8 128.7 15.0 .11.7 315 

Littoral 49,100 13,200 26.9 98.0 26.7 27.2 544 

Southwest 46,300 24,600 53.1 303.8 146.9 A8.4 3,173 

Northwest 65,700 33,400 50.8 109.5 61.1 55.8 1,320 

Nest 74,600 13,700 18.4 97.6 23.7 27.1 318 

Total Traditional 518,300 178,900 
 34.5 1,385.3 418.8 .30.2 
 BOB
 

1/ Included in national totals only. 
 SOURCE; 1984 AGRICULTURAL CENSUS
 



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

Table B-21 Fares Using Chemical Fertilizer, Total Quantities of Chemical Fertilizer
 
........ 
 Used by Type and Average Quantity of ChEmical Fertilizer Used per Using
 

,.. ......Iirn Farm bv Province.
 
Chemical Fertilizer Used by Province
 

Province 
Fares Using

Chemical 
-------------------------------------------------------- AverageAmmonium Quantity Used 

Fertilizer Sulfate/Urea Compound Other Total per Fare 

(number) ---------------------- metric tons ------------- (kilograms) 

Extreme North 979100 4,920 7,940 80 12,940 133 

North 57,200 3,220 9,850 1/ 13,070 228 

Adaaaoua 8,700 360 1,090 1/ 1,9450 167 

East 81200 460 1,790 1/ 2,250 274 

Central 31200 290 370 1/ 660 206, 

South 100 1/ I/ I/ ./ --

Littoral 25,600 8980 11,850 220 21,050 822 

Southwest 7,600 2,370 1,280 50OO70 487 

Northwest 40,900 7,640 5,710 1/ 13,350 273 

mest 119,000 18,300 22,790 11 41-0O O 345 

Total Traditional 375j,600 46,540 
 62,670 350 109,950 


/11Essentially nil. SOURCE: 1984 AGRICULTURAL CENSUS
 

292 



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

Table B-22 Farms Purchasing Seeds by Place where Seeds Purchased and Province
 

(First and Second Crop Cycles).
 
Sourcps of Seed Supply
 

FARMS BY PLACE WHERE SEEDS PURCHASED
 

-------------------------------------------------------------------------------------- Toa
Province Another 
 Harket Cooper- Development Sovernment Other Fares
 
Farm Place ative Authority Service Place Purchasing I/
 

-------------------------------- number ---------------------------------


Extreme North 
 8100 77,700 1,200 30,200 2/ 2/ 103,400
 

North 6,400 24,500 2/ 16,300 2/ 2/ 40,500
 

Adamaoua 4,700 9,200 2/ 
 2/ 2/ 2/ 12,700
 

East 16,600 12,500 2/ 8oo 2/ 
 2/ 27,500
 
Central. 31,200 65,500 2/ 
 2/ 2/ 6,100 90,700
 

South 10,000 [9o000: 2/ 2/4,100
 

Littoral 9,400 34,900 400 900 2./ 1l0 
 43,900
 

Southwest 261900 30,600 1,700 
 2/ 3,600 1,600 48,600
 

Northwest 33,700 714200 3,000 1,100 1,400 
 600 92,800
 

West 13,300 114j300 2,800 4,900 
 5,900 1,400 121,600
 

Total Traditional 160,300 457,400 9,500 54,900 
 13,100 12,400 605,800
 

1/ Parts may not sum to totals due to multiple counts. SOURCE: 1984 A6RICULTURALCENSUS
 
2/ Included in national totals only.
 



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

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

Table B-23 Farms Purchasing Seeds by Type of Seeds Purchased and Province
 

(First and Second Crop Cycles).
 

TYpes of-Seed Purchases 

FARMS BY TYPE OF SEEDS PURCHASED 

Province 

Sorghum/ 6round Other Farms
Cocoa Coffee Cotton Rice 1/ Maize Millet nuts Seeds Purchasing 2/ 

number 

Extreme 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 

Adamaoua 
 200 V4/ 5300 
 41 5,700 4,300 12,700
 

East 300 2,500 4 12,900 4/ 18,600 8,l0 
 27,500
 

Central 
 600 
 300 4/ 50,600 4/ 66,300 34,200 90,700
 

South 3/ 3/ 
 4/ 9,900 19,700 6,400 24,100
 

Littoral 
 10 4,100 4 26,300 261300 25,200 43,900
 

Southwest 10,600 4,700 
 4 26,800 14,500 33,100 
 48,600
 

Northwest 
 100 9,900 500 24,100 4V 45,200 58,000 92900
 

Nest 1,100 9,700 4/ 39,800 4/ 72,900 65,100 121,600
 

Total Traditional 12,B00 31,400 
 37,300 2800 213,300 53,900 311,400 248,800 605,800
 

1/ Excludes farmers purchasing rice seeds in Logone Et Chari and Mayo 
 SOURCE: 1984 AGRICULTURAL CENSUS

Danay Departments (Extreme North) and Mezam Department (Northwest).

(Data for these departments included under modern sector.)


2/ Parts do not sum to totals due to multiple counts.
 
3/ Essentially nil.
 
4/ Included in national tota"ls only.
 



Table B-20 Total Fertilizer Consumption
 
Table 8-19 Uae of Fertilizer by Crop 1984
 

: : : :: FOOD :
 
PROVINCE : COCOA : COFFEE : COTTON : CROPS : : TYPE : : :
 

: - ---- : : OF FERTILIZER : 1980/81 : 1981182 1982/83 : 198/.1/4 : 1994/85 

EITREPIE NORTH: : - : 85.5 1: 49.4 :: : : 
: 21-1-0 : 32,569 : 27,616 : 42,062 : 38,677 : 16,368.: 

:NORTH ; : - : 96.5 1 : 3;.6 : : 21-10-10 : 14,403 : 31,930 : 36,540 : 47,042 : 271,439 . 
S : : : : : 12-6-20 : 0: 0: 30: 50 11,012: 

ADAADLUA : : 29.7 1 : - 23.0 1 : : UREA : 6,752 : 4,323 : 6,86e : 9,400 : 16,704 
: : : : : PIERRES PHOSPHATE 2,036 : 2,794 : 3,311 : 2,1775 : 2,899 

EAST : B.2? : 36.61 : - : 8.1 : :DAP : 1,857 : 2,346 : 1,864 : 2,073 : 1,506 
: :TSP : 38: 114: 232: 322 : 364: 

CENTER : 1.3 1 : 2.9 1 : - : 1.9 1 : ; KCL : 10,258 : 9,182 : 9,162 : 8,493 : 8,653 

:10-10-20 t 550: 400 : 790: 300 : 940: 
:SOUTH a 0.414 - a - : 0.31: : SSP : 36: 36 : 36: 36 : 10: 

: K2 S04 : 10 : 101 : 10 ; 10 : 10 
LITTORAL. : 23.5 : 68.1?: - a 8.1 1 : 18-9-9 : 5,000 : 0 : 0 : 0: 0 

.. : 15-15-15-65-l0 : 0 : 0 : 13,794 : 12,924 : 4,354 
SOUTHWEST : .11: 20.0 : - 11.7 1 : 15-20-15-6S-IB : 12,183 : 10,151 : 0 : 0: 6,354 

: : 22-10-15-6S-18 : 0 : 0 : 0 : 758 : 7,643
NORTHWEST : - : 43.0 1 : - : 19.2 1 : ; 6-20-20 : 0 : 1,374 : 1,724 : 1,206 : 0 

S: 10-30-10", 0: 300 : 0: 0: 0: 
NEST : 25.51: 84.7?: - :53.6 . : : 

- T --B5,692 :-90,667 -116,423-: 124,066 :105,056
-- -: : -- OTAL 

SCANROON : 5.1 : 55.41 1 91.01 : 24.11 : : .....
 

------------- - - -- : : 
 OUNCE a BTUOV SY THE INTERNATIONAL FWRTILIE DSVELOPPKNKT CMTLR, 

BOUNCE& 19a4 AGRICLTUlIML c1arBUB. FHAx 199&. 



ANNEX C 

THE ECONOMICS OF FERTILIZER USE
 

Gregory C. Lassiter
 

Fertilizer Use in Cameroon
 

Although comprehensive data on fertilizer distrioution and
 
consumption were not systematically collected by any GRC agency
 
,prior to 1934, the LFDC study data indicates tbat fertilizer use
 
in Cameroon has *grown suostantially over the past decade. From
 
1975 to 1985, fertilizer use grew from 85,692 mt to 105,056 mt
 
which.represents an annual growth rate of 5.2%. Much of this
 
growth is attrioutable 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 years

due to inadequate funding and distribution delays in the
 
subsidized fertilizer sursector. Fertilizer consumption peaked at
 
124,U66 mt during i 83 and has remained-below 1i0,0O0 since then.
 

Due to the limited use of urea and other high analysis proaucts,
 
the typical nutrient content of fertilizer is fairly low,
 
averaging only 21-8-2.2 during 19b4/85. '±emosc commonly used
 
products are sulfate of ammonia and 20-10-10.
 

According to 1984 agricultural census data and the !FDC report,
 
64,331 mt of subsidized fertilizers were-consumed in 1987/85 which
 
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: W'est, 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 third 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 profitability 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 coftee plantations. Recent interviews
 
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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Unfortunately, data on chemical fertilizer use on 
specific food
 crops are not available, but field interviews indicate that use
has become much more common in recent years in maize and vegetable
crops in the West and North West provinces. As will be shown

below, the profitablity of fertilizer for maize, even the
acidifying sulfate of ammonia, is quite high. 
 Even more

importantly, the privatized maize'marketing system is well
developed in the region and can easily accomodate the additional

supply. As a result of the availability fertilizer and improVed
#varieties, maize production has increased in the Northwest
province by 225% since 1984 with no strain on 
the marketing system
or softening of maize prices. 
 As for vegetable crops, the'returns
 
appear even higher out no cata exist to indicate fertilizer
 
response. In areas wnere marketing channels exist, such asBafoussam, the leakage of coffee fertilizer into "bas-fonas"
vegetable gardening may be 100%. As a result, a retail trade hasdeveloped in the marKet which sells coffee fertilizer in tin-can
sized quanitites to vegetable gardeners.
 

Farm Level Response
 

The 1986 IFDC report provides a comprenensive analysis of
fcrtiizrczp trials partial:sonc 
 an -udget-gaalysis oased onthe best availaole data as of 
tne 19d5 crop season. A major

complaint of the Y C seam was the limited amount and scope of
fertilizer response data. 
 The primary problems included: i. Lack

ot availability to researchers of pure a, P, and K to allow
differentation of response to individual nutrients (thus limited
trials with different levels of pre-determined fertilizer
mixtures, such as 20-10-10; 
 2. Inadequate number of trials for
the different soils, agroclimatic zones, and crop associations
found in Cameroon; 3. Insufficient number of fertilizer response

trials conducted in farmers fields in addition to 
those at the
experiment stations; and 4. LacK of crop and whole farm budget

data and analysis.
 

The 1986 crop season has passed since the publication of the IFDC
 
report but, unfortunately, the fertilizer data base has not
substantially improved. More researchers have pure N, P, and K

available, provided primarily through the IFDC, but the 
vast
majority of fertilizer trials are conducted using local fertilizer

mixtures. While more researchers are adding a fertilizer
 treatment component to field trials in 1986 than in 1985, 
the
 
agronomic research network in Cameroon still appears to lack
sufficient emphasis on soil fertility, soil mapping, and oasic

fertilizer response research. 
The Testing and Laison Units of the
NCRE project and various farming systems projects are rapidly

increasing the Knowledge base on actual farming conditions, but
progress is necessarily slow due to the complexity of 
the common
mixed farming systems. Virtually no progress has been made in
improving the inadequate data base on crop budgets, although the
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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 oased primarily on updating the
1985 IFDC fertilizer response data. Production function analysis

will be used primarily and farm b~dget data will be introduced
 
where available.
 

Table 1 in the Annex demonstrates the general format of the
 
produc-ion function analysis. 
This first table will oe 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 + cx2 

Where Y = output in kgs, x = input in kgs (usually nitrogen), a = intercept coefficient (the output level with no fertilizer use), 
b
 = first order coefficient of response (Kgs. of output producea per

kg. of fertilizer), and c = second order coefficient of response
(when negative, ,neasur(s the diminisning response to fertilizer at

high application rates). 
 All input and nutput levii.s ised in this
 
analysis are presented on a per hectare nasis. 

Table 1 presents a fertilizer production functio-n (also called a
 
response curve) from the Sambui Experiment Station 1983 report.
As indicated in the table heading, the experiment station field
 
trials tested the fertilizer 20-10-10 on maize. Based on data
from maize yields at different levels of fertilizer application

(shown in IFDC Report), the quadratic function coefficients were
estimated using multiple regression statistical techniques. The

coefficients, Which are presented in the heading of Table 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 *c' 
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 
yield is only 0.25 kg. less than predicted by
the "a' and "D coefficients, but at 200 kgs. of
fertilizer, this correction factor is - 100 kgs. 



--

T .:s,at 50 kgs. of fertilizer, this production function predictsa 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) aooveothe 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
 
Iphysical 
 production function inust incorporate values in order to
determie costs and net returns. 
 In the heading of Table 1, base
prices are pro.viaed for maize (100 FCFA/kg.) 
and for 20-1U-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 base fertilizer price is intended to
represent the subsidized price with 7.5 FCFA/kg. added for
application costs and incidental local delivery costs.
 

Line 10 in Table I presents the example of a 50 kgs. application
of 20-10-10 fertilizer on maize under 3ambui 1983 experimental
conditions, as predicted oy 
tne production function coeifficiencs.
 
.line 1, nose that colu-Is 5 al itQ the oCse fertilizer
price (Px) 
of 50 FC2A/Kg. and oaseimaize price (Py) of 100 FCFA
kg. These two columns are provided because these prices will be
varied to reflect more conservative or realistic pricing on other
lines in the taole. The two columns for "Fertiilzer Use" list the
amount of fertilizer used and its cost. 
The two "Output" columns
show the corresponding level of maize production both in kgs. and
 

in total value.
 

The final column on Table 1 shows the "B:C" or 
benefit/cost ratio
for the corresponaing level of fertilizer 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 alreacy 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 suffice if the risk is small.
In free market economics, 1.1 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 by comparing net returns with net
 

/2S 
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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,

will the additional returns (26,775 FCFA) cover the additional
 
costs (2500 FCFA by a sufficient magnitude (10.7-1 (old)) to reward
 
the risk and inconvenience?
 

The economic option level of fertilizer use cannot be determined
 
by the 8:Q ratio, because this ratio measures the average benefit
 
divided oy average cost. The economic option occurs where the
 
marginarl oenefit 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 oelow.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 (MVP) of

fertilizer equals the marginal cost of fertilizer (MC).
 

Using calculus, the quadratic production function can determine
 
the economic optimun level of fertilizer use for any set of input

and outout prices. Lines 1 through 9 of Table i snow the economic
 
optimum fertilizer levels for various prices as well as the
 
corresponuing maize production and B:C level:. 
 One line I, the
 
economic outioa at Dase orices occurs at a fe-rtilizer level of 996
 
kgs. or almost 20 sacks per hectare. This is a very high level of
 
fertilizer application by local standards, where small-scale
 
farmers seldom apply mdre than 1 or 
two sacks per hectare.
 
However, this productLion function indicates that the marginal

value product (WVP) 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 laoor 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 may not respond as predicted to
 
fertilization and drought can destroy crops. 
 Tne *input marketing
system may not be capable of delivering such large quantities of

fertilizer on time, whicn is typical of the current Cameroonian
situation. The local marketing system may not have the capacity

to sell all ohtput at the predictea price. If there is regional

drought, the marketing system may'be incapable of supplying food
 
at afforaaole prices, thus requiring small farmers to follow
 
strategies to assure food self-sufficiency.
 

Kn order to evaluate the disparity between economic option

fertilizer levels and typical on-farm usage, sensitivity analyse

is used in Taole i to snow the response to various levels of
fertilizer application. Even more importantly, sensitivity

analysis is also used to evaluate tne profitability of fertilizer
at different input and outputs prices. 
 Lines in the table are
grouped according -o uhe type of senitivity analysis oeing used.Lines 1-3 shod how sensitive fertilizer response is to increase 
fertilizer prices, assuming econo.nic optimum fertilizer levels.
Columi 2-3 undtL cit :'Aed.Liy "Stiisitivicy le-vi" iadicate whiuh of
the 3 paraneters (x, or py) are alloded to vary. Line 1 snows
fertilizer response wizh optimum fertilizer ts-' (x = optimum),
normal case price for fertilizer (Px = 100%, and normal base price
for maize (Py = 100%). In line 2, fertilizer price is douoled (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, yield 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, the 3:C ratio
is reduced by less than half oecause 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, however, 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 optimum

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, but as coffee prices are raised, as
proposed Dy 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 foodgrains, thereby bidding up maize prices. As
 
expected, higher maize prices lead to increased fertilizer use,
 
increased output, and iore favorable B:C ratios. ....
 

Lines 7-9 indicate optimum fertilizer use with rising fertilizer
 
prices, but with a 20% reduction.-in maize prices. This "worst
 
case scenario" indicates what might occur if the proposed

fertilizer .distribution system is so successful that regional
 

,maize production raises sufficiently to flood-the market and
 
cause lower 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 be 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 application: 50, 100, 200, and
 
400kgs/na. These four levels represent 1, 2, 4, and 8 50
 
kg./sacks respectively. The sack. equivalent will oe used in all
 
othe: rhe cta! kgs, will denrin on the formulation. 

Lines 10 - 13 provides an important observation when compared to
 
the base price econoiAc optimum on line i. Because fertilizer
 
levels in lines 10-13 are restricted at much lower levels and
 
corresponding maize output is substantially lower, the 3:C ratios
 
are higher because of tre 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 r'atio are
 
very favorable under the base prices of lines 10-13, ranging froin
 
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) out with double fertilizer prices. Lines 18-21 do the
 
same, 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
 
whereby fertilizer prices triple and maize prices decline by 29%.
 
Surprisingly, 6:C ratios are still favourable to fertilizer
 
investment, although there is little margin for risk.
 



Cost Benefit Analysis by Crop
 

Coffee
 

The following production function analyses will be summarized in a
 
much briefer manner than was undertaken with tne illustration

maize production function (TaDle-1). That presentation was quite

detailed in order to present the basic concepts. The concepts are

identical across all production functions. In fact, even the*
 

'majority of results are similar across 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-lU are commonly used coffee fertilizers, urea at 42.5kg

FCFA/kg plus 7.5 FCFA for application is converted to 109 FCFA/kg.

of pure N. Application levels in lines 10-29 correspond to 1,2,4,

and 8 sacks or urea.
 

As was demonstrated in 1983 Bambui maize, the B:C ratio are quite
 
high when economic optimum levels of fertilizer are applied.
inc li C.frnne% - - -4 -
Even in the worse case scenerio or tripled fertilizer prices anc
 
an 80- reduction 4..n ,offee prices, tne B:C ratio is 2.71. 
 At
 
lower fertilizer levels (line 10 - 29) B: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. If prices of coffee
 
are not raised this leakage will continue, driving down coffee
 
supply. Furthermore, coffee trees have generally reached 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 Table 2 are based on productive trees,

not old trees. Thus the fertilizer productivity gap that now
 
exists between food crops and coffee will increase unless there is
 
sufficient incentive to encourage replanting.
 

Table 3 presents results for robusta coffee. Compared to araoic
 
coffee, fertilizer response and productivity are lower, but still
 
favourable. Fertilizer usage will be less and as will be the

associated output response. Under optimum 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% fertilizer price increase.
 
With more realistic fertilizer usage zates, all B:C ratios exceed
 
2.0.
 



Rice
 

Table 4 presents fertilizer response for dry season production

under imigration oasedo.n 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 badget 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

,fall to 60 FCFA/kg. and the B:C ratio would remain at 3.91 or
highei for 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 SEHRY areas. 
 Wet season SEMRY rice

(Table 5) shows very similar responses to fertilizer except that
productivity is generally lower. 
 Also, optimum fertilizer use

levels are substantially lower, amounting to only 162 Kgs.
nitrogen/ha. with curcent base prices. This is lower at the 

of
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sack level (184 kgs. N). used in lines 13, 17, 21, and 29, which

maKes their B:C ratios artificially low because the sensitivity

analysis is forcing more fertilizer application than is optimal.
 

Irrigated rice at Ndop, while similarly profitable to SEYMRY rice,

has optimum fertilizer 1evels. which are extremely low.Generally, almnost half tne sensitivity analysis causes are forcing
more than optimum levels of fertilizer. Thus 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 I 
- 6. The
following fertilizer response curves measure the effects of both
 
nitrogen and phosphorus (P20s). 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 terms of pure N and P. 
 The base
 
quantity used in 10 
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, 8: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 both N and P. 3:C r'atio fall below 2.0

when fertilizer price is tripled. The B:C ratio never exceeds 3.Q

when fertilizer price is doubled.
 

Tables 9 andlf0 demonstrate howjaaize responses to N and P when
 
cropped after groundnuts and cotton respectively. In both cause,

profitability is quite good. The B:C ratio is below 2.0 in only 1
 
out of 58 cases, and then it is only 1.99. Response is somewhat
 
higher for maize following cotton rather than groundnuts.

Although groundnuts fix nitrogen, cotton in Cameroon is heavily

fertilizer, so residual nitrogen is greater.
 

Sorghum
 

Table 11 present fertilizer response to N, P, and K. Again,

20-10-10 is used as a representative fertilizer and the quadratic

equation is solved only for N., since N:P:K is fixed at 2:1.1.
 
Response is quite remarkaole, considering that the crop is grown

in the dry northern region of Cameroon and tnat sorghum typically

does not respond as favourably to fertilizer as maize. This is

obviously a hiquier zielding, improved variety, since the base
 
yield 'wi.th no fertilizer is 2440 kgs./ha. Nonetheless, fertilizer 
pays for itself even at very low levels, as Hemonstrated by B:C 
ratios always eXcee'.Lng 2.0, and typically yLeater than 3.0. 
Optimum fertilizer is only 77 kgs. of N at current base prices, so
 
the 8 sack sensitivity level exceeds optimum 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
 
inodels to examine the effects of fertilizer privatization.

However, partial budgeting built on fertilizer response functions
 
(production functions) is an appropriate tool for evaluating now
 
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 oy 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 available than were available in
 
1985, response curves have not yet been estimated. Due primarily

to the enormous degree of uncontrollable variation among mixed
 



cropped, subsistence agricultural systems, and secondly due to
 
limitations in statistical design of small samples regionally
 
representative farm level response curves may not be achievaole in
 
the near future.
 

A more serious- criticism of experiment station results is that
 
improved varieties are used for tertilizer trials. Local
 
varieties seldom respond as well to intensive cultivation
 
practices, such as increased fertilization. However, even if
 
fertilizer response on local varieties is only half that of
 
improved varieties, there still appears to be sufficient ropm for
 
favourable B:C Tatios at low fertilization levels for most crops,
 
even under unfavourable 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 De 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 enormous discrioution proolems and
 
delays, small farmers nave a substantial unsatisfied demand for
 
fertilizer as demonstrated by field visits and frequent complaints
 
by farmers requesting more fertilizer. Also, it is clear tnat a
 
black market nas cit:vIoped for fertilizer. Sutsidized fertilizec
 
sold in iafoussam for 1950-2250 FCFA/sacK and was oeing resola in
 
Bainenda 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 reliaole estimates of the
 
potential demand for fertilizer in Cameroon under a higher priced,
 
privatized fertilizer distribution system, field interviews
 
suggest that substantial increases in consumption are likely. If
 
fertilizer is delivered on time, even if the price douoles, it
 
appears that food crop producers will purchase more fertilizer
 
than now consumea. 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 coffee will increase, even if
 
fertilizer prices double. Tripled fertilizer prices may require a
 
greater coffee price increase, out this remains to be seen.
 

As to food versus cash crop substitutions, it is clear that
 
interesc in coffee is declining rapidly in the northwest region

due to low producer prices relative to food crops. In fact, the
 
damag-e may 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 enough interest to 
cause farmers to
replant. 
 Coffee price increases will undoubtedly be required just
to forstall the inpending decline in coffee production due to
 
ageing trees..
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APNE X 

Table 1.
 

ProducLt..Fu.c'.±on...ir,.ys.is: 
 =y... a.4 bX-.+.cX 2 ..... a - -.2165... 

b = 5.48Source; Bambui t98.3 report. c -0.0025 

Crop: Mciee Fertilizer: 
 20-10-10Crop PricE. 100 FCFA/lg Fert. Price 
(P:0: 50 FCFA/kg
 
. Base&'Fart. Quantity:" 
 50 kgs. 

ILinel Sensitivity Levell Prices IFertilizer Usel 
 Output I B:C II # I. X Px Py'.I Px Py I kgs FCFA I kgs FCFA IRatiol 

I Opt i,,um 130. 100% 50C 100 q96 49OO 5143 514304 	 f, 922 200. 1, 300 100 8963 " 	 89600 50638 50.304 3.24'300. 100% 153 100 79 119400 4943 443,*4 2. 3 

4 	 . 120% 50 1.20 r) 117 f') 55 6 7.0E 
2 0'00%" 0V* 120 729 

0) 0 .. i Jr 120 "46 	
5CZ-? 3 5'm9 6" 3.79 
26 9 3012 0 IC3 2.69 

7 	 x07 90%/ 5 0 S 97! 4 5 S !Z :::3 200% a3)X iO I)I1' 94i.B6 9'00
31-1)1.. ... I 721 1,*2 .fO 4S16 .Z,"£ 

2.!! 
I.?L 

10 50 100. IO, 30 100 50 2503 2433 243275 10.71II 100 100. 100% 50 100 100 5000 2696 268C00 10.4612 200 !00% 100% 50 100 200 10000 3161 316100 9.9613 400 1007 100% 50 100 400 20000 3957 395700 9.96 

14 50 200. 1007 100 100. 50 5000 2433 242 75 q.3615 100 200% 100% 100 100 100 10000 2689 2.9E,0 5.23 
16 200 200% 100%. 100 100 200 20000 3161 311&!00 4.98
17 400 200% 100% 100 	 100 
 400 40000 3957 395700 4.48
 

18 50 300 1OO 150 100 50 

19 100 300% 100% 150 100 100 

7500 2433 243273 3.57
 
15000 2688 268SC0 3.49
20 200 300% 100% 150 	 100 
 200 30000 3161 316100 	 3.32
21 400 300% 0O% 150 
 100 400 60000 3957 395700 2.99
 

22 50 300% 1207 150 120 
 50 7500 2433 251930 4.28

23 100 300% 120% 150 120 
 100 15000 2668 322560 	 4.1824 200 300% 120% 150 	 120 
 200 30000 3161 379320 	 3.58
25 400 "007 120% 150 	 120 
 400 60000 3957 474 4.) 3.58
 

26 50 300% so, 150 Go 50 
 7500 2433 194620 2.86
27 103 300% 80% 
 150 80 100 15000 2698 215040 2.79
29 200 300 80. 150 80 200 
 -30000 3161 252320 2.66
29 400 300% 80% 150 
 80 400 60000 3957 3 16560 2.39
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Table 2.
 

Production Function Analysis: 
 Y a + bX + 	 a: 422.333 
b 4.09333 

Source: IFDC Report, 	P, 49 
(average of 3 areas). c = -00051 

Crop: 
Crp Price 

Arabica Coffee 
(Fy) 440 FCFA/kg 

Fertilizer: 
Fert. Price (Px): 

100 N via urea 
109 FCFA/kg 

.a Fert. Quantity: 23 k-s. 
ILin-l Sensitivity Levell Prices IFertili:er Usel Output I B:C I 
1 # - X Px Py I F:: Py I k'(s FCFA I kgs FCFA Irnkatiol 

1 Uptimum 100% 100% 109 440 372 
 40459 1230 541255 8.79 
2 " 200% 100% 217 440 349 75721 1221 537357 4.64 
3 300% 100% 326 440 324 105786 1207 530861 3.26 
4 U 100% 1-01' 109 526 376 40892 1231 64 2,2 10.44 
5 '200 120 , 2: 529 356 77453 1225 646774 5.47 
6 300% 120%X 320 3- 6'a 3. 25 64132 .31 
7 " 1U.% 8:o 109 352 V I,',22 8 42419 7.13 
8 200Z 80% 217 .352 33 73122 1215 427547 .,59 300% S0 .326 352 306 
 ,9939 1192 41 426 2.71
 

10 23 100X 100% 10? 440 23 2500 514 226!49 .­11 46 100% 1 1C)19 440 ,46 500 9 6 2;' 2-Z 
!2 92 100%
13 	

100% 109 440 92 10000 755 "22S3 44.63184 100% 100% 109 440 184 20000 1001 440237 	 2.72
 

14 23 200% 100% 
 217 440 23 5000 514 226049 8.04

15 46 200% 100% 217 440 46 10000 600 2639j5 7.90
16 92 200% 
 100% 217 440 92 20000 755 3.32223 7.32
17 184 200% 100% 2!7 440 
 124 40000 1001 440257 6.36
 

i1 23 300% 100% 
 326 440 23 7500 514 2'26o4 5.36
19 46 300. 100% 326 440 46 15000 600 263265 5.20

20 92 300%, 100% 326 440 92 30000 755 .3,32.83 4.83
21 184 300%, 1007. 326" 440 
 184 60000 1001 440257 4.24
 

22 23 300% 120% 3726 528 23 	 5147500 271,253 	 6.44
23 46 300% 120% 326 528 
 46 15000 600 316639 6.2492 300% 120% 326 528 92 30000 755 398740 5.6
25 184 300% 120% 326 528 184 60000 1501 529303 5.09 

26 23 300% 90% 326 352 23 7500 514 1803.39 4.29
27 46 300% 80% 326 352 46 15000 600 2!1012 4.16 
28 92 300%. 90% 326 352 92 30000 755 265s27 3.91
29 134 300% 90% 326 
 352 184 60000 1001 332206 3.39 

/S
 



Table 3. 

Production Function Analysis: Y a + bX + -X2 a = 1072."3 

Source: IFDC Raport, P. 51 (avg. of 3 arsas). 
b = 
c = 

2.63666 
-0.0042 

Crop: Robusta Coffee Fertilizer: 
 100% N via urea
Crop Price (Py) 
 440 FCFA/kg FertePrice (Px): 
 109 FCFAikg
 
Base Fert. Quantity: 23 kgs.


,ILineI SensiL'ivity Levell 
 Prices IFer-tilizar Usel Output 
 I BiC I
 
I #t I P- Py P: Py I kgs FCFA I kgs FCFA IRatio!
 

I Optimnum 100% 100% 109 440 
 284 30922 1503 661105 5.84

.2 
 1200%100 217 440
3 255 55450 1492 656310 3.17
0 100% 326 440 226 73595 1473 64318 2.2e 

4 100% 120X 109 528 289 31434 1504 793912 6.905 2"YO% 12', 2 17 528 265 57591 14i 729986 3.706 0 12..,. 26 53 240 732-30 1427 7 2 

7 V 1)0% 0% !)7 3:52 217 3')123)5¢, 
 5 2:5 4.778 "0', B"" 217 .52 240 43 -7f : . 3 
9 "-- ."4204 4 
 5 1 1 1.92
 

i0 23 1: % Q:* 7 9 41-o 23 2500 151 5 '.6 - '""7Z911 4 :cO. 1 l1'C;" 4 4.6 5000 1205 53005 .2912 92 100% 10M. 
 109 440 92 10000 1299 571717 9.11
13 184 100% 100% 109 440 184 
 20000 1435 631525 7.54
 

14 23 200% 100% 217 440 
 23 5000 1151 506732 5.14
15 46 200% 100% 217 
 440 46 10000 1205 530002 4.35
16 92 200% 100% 217 440 92 20000 1299 571717 4,55

17 184 2007. 100 217 440 184 40000 1435 631525 3.77 

18 23 300% 100% 326 440 23 7500 1151 506332 3.43
19 46 300% 1007. 326 440 46 15000 1205 530082 3.30
20 92 3007. 100% 326 440 92 
 30000 1299 571717 3.04

21 184 300Z 100% 326 440 
 184 60000 1435 631525 2.51 
22 23 300% 120% 326 528 23 7500 1151 607599 4.11
23 46 300% 120% 326 528 46 15000 1205 360i7 3.9624- 92 300% 120% 326 528 92 30000 1299 606061 3.64
25 184 300% 120% 326 528 184 60000 1435 757830 3.02 

26 23 3001. 8!*; 326 352 23 7500 1151 405061 2.742.7 46 300% 20% 326 352 46 15000 1205 424066 2.64
29 92 300% 5)0 3.6 352 92 30000 1299 457374 2.43
29 184 ,0,0% E 326 352 184 60000 1435 505220 2.01 

X.
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Table 4. 

Production Function Analysis: Y a + bX + cXi 

Source: IFDIC Report., p,66 (ave. of 2 SEERY areas) 

a = 2983.85 
b= 24.4285 
c -0.0171 

Crop: 
 Dry season rice Fertilizer: 
 IO0% N via urea
Crop Price (Py.) 75 FCFA/kg Fert. Pric. 
(pF:): 109 FCFA/kg
Bawf-*Fert. Quantity: 23 kgs.
 

ILinel Sensiti,ity Lev.ll 
 Prices IFertilizer Usel 
 Output I B:C
fl I XP: IPy I P9 Py I k-9s FOFA I kas FCFA IRatiol 

I OIptimum 100/. 1007. 109 
 75 670 72851 11656 974193 8.93
200% 100% 217 
 75 628 136513 11564 867301 
 4.71
3 300% 100. 
 326 75 566 190985 11411 355314 3.31
 

4 10O0% 120% 109 90 677 73617 11665 1049674 10.bi5 '200% 120% 2!7 90 
 642 159576 110 1H4174 -- 6
6 300% 120 326 90 
 607 197277 11495 1C,,.2 3.87 
S "o100% 30% 10? L0 660 71702 ! 6.. 2l 7.24

3 200 2% 2a7 6 607 131:6 95 6 .79 .... 
 43 601 554 20'4-7 256 675047 2.75 

100% 100%.23 7 
I4 

, 22 2500 7=7 2.-4 52, - 6"1 100% 1 0 * 1r17 75 46 500 ' I.12 92 1007 100'. 104 75 92 10000 ,026 ZE!i4. , 7713 194 100%. 100:, 109 75 184 20000 6a98 517374 14.68 

14 23 200% 100% 217 75 23 5000 3537 265248 8.29
15 46 
 200% 1007. 217 75 
 46 1O000 4071 30.547 3. !616 92 200% 100% 217 75 92 
 20000 5026 3S1464 7.3e17 184 200% 100% 
 217 75. 184 40000 6898 517374 7.34
 

18 23 300% 100% 326 75 23 750) 3537 26524a 5.5319 46 300% 100% 
 326 75 46 15000 4071 305347 5.4420 92 300% 100% 326 
 75 92 30000 5086 381464 5.26
21 184 300% 100% 326 
 75- 184 60000 6898 517374 4.39
 

22 23 300,% 120% 326 
 90 23 7500 3537 31827a 6.63
23 46 300% 120% 326 
 90 46 15000 4071 366,17 6.524 92 300% 120% 326 90 
 92 30000 5096 457757 6.31
25 184 300% 120% 90
326 184 
 60000 6896 620949 5.87
 

26 23 300%, 80% 326 60 23 
 7500 3577 21219- 4.4227 46 7)0% S0% 
 326 60 46 15000 1071 24-277 4.35
29 92 300. 80% 326 60 92 30000 50@6 3,0171 4.2029 184 300. 80% 60326 184 60000 6898 413,00 3.91 



Production 
Function Analysis: Y a + bX + cX a 3
 

Sourcei IFDC Report, p. 66 
 b = 28.8333(ave. of 3 SEMIRY areas) c ='-0.0843 

CroP: 
 Wet season rice Fertilizer: 
 100% N via urea
Crcp Price (Py) 75 FCFA/kg Fert. Price 
(Px): 
 109 FCFA/kg 
- Bau rfert. Quantity: 23 Akgs. 

ILinel Sensitiv.ity Levell 
 Prices IFertilizer Usel 
 Output I B:C I
fl # X Px
I Py I Px Py I kgs FCFA I kgs FCFA lRatiol
-------------------------------------. 
7= 
= = '. ----==- =.-_
 

I O-ptimum 100'. 100% 109 75 
 162 17647 
 5947 445996
2 200%. 100% 217 10.45
75 154 7 5929 44 5.47
3 300% 100% 326 145
75 47338 5897 442260 3.82
 
4 100% 12% g09 90 164 
 17303 5949 55377 12.44
 
5 .. 120% 2!7 90
2007 157 34050 5936 534139 6,47
 

1 0%00
..
% --6 90 149 48739 5914 
 4 .'I"2 4'",0-... 4.48 
7 .. 60 A !:4 47 594. 

2220 Z­ .%, 7 0 149 32493 5-,1- .... .,9 300% c':,. 0f26 139 45237 555 3.:7 3.;.3
 

23 Q 0 ,0 .l>9 75 23 2500 4107 3 ...1. :E. 64., 0. " • ' 7 16
922 !00% 10o 

5000 4, 3 "1 77 L7. " 
75 
 92 0)0 5427 407(40 ,'..13 184 100% 100% 109 75 194 
 20000 5938 4453S6 9. .9 

14 23 200% 100% 217 75 23 5000 4107 30)8017 9.2815 46 200% 100 v. 217 75 
 46 10000 4636 3477,. S,61
16 92 200% 100% 217 75 92 
 20000 5427 407040 7.27
17 184 200% 100% 217 75 184 40000 593 445ZE 4.59 

18 23 3009 100% 326 
 75 23 7500 4107 308017 6.19
19 46 
 300% 100% 326 75 46 15000 4636 347716 5.7420 92 300. 00% 326 75 92 30000 5427 .407040 4.e521 184 300% 100% 
 32b 75 18.4 60000 5938 445386 3,06 

22 23 300% 120% 326 90 23 7500 4107 369620 7.42
23 46 300% 120% 
 326 90 46 15000 4636 417260 6.2924 92 300% 0 1' 326 90 92 30000 5427 4'e.44. 5.9225 184 300% 120% 326 184
90 60000 5938 534463 3.68 

26 23 300% 60% 326 60 23 7500 4107 246413 4.95
27 46 
 300% so% 326 60 46 15000 4636 278173 4.5928 92 300% 30% 326 60 92 30000 5427 325632 3.88
29 184 300% 80% 326 60 
 184 60000 5939 3t:;09 2.45 
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Table 6.
 

Production Function Analysis: + cX2
Y 'a+ bX a 426?."
 

Source: IFDC., ,:.. ....: * = 
 -0.1093
 
- Irrigated Rice 
 Fertilizer: 
 I00. N via urea
Crop Price (Py) 75 FCFA/kg 
 Fert. Price (Px): 109 FCFA/kg
 

Ba.v-rFert. Quantity: 
 23 kgs. 
ILnef SensitiXity Levell 
 Prices IFertilizer Usel 
 Output I B:C I
,i # I X Px Py I P: Py I ks FCFA I 
kgs FCFA IRatiol
 

I Optimum 100. 1OO% 109 75 95 10321 5386 403948 8.162 200% 100% 217 75 88 19202 5372 402867
3 300% 100. 326 75 82 26642 
4.33
 

5348 401066 3.05
 

4 100% 120 l g09.90 96 10442 5387 484870 9.70 
5 " 200% 120% 217 90 91 537719682 4G39J9 5.10
6 300% 120X 326 90 85 
 27723 53161 482A4S 3.57 

7 ' 10U7 80. 1C.98 00 93 10141 5337 7227h" (0% E.Q 217 85 .6.&6 0 18;E .Z3.- 1'6 .5,'
9 J 300% so 3 0 77 25011 :. .. 

10% Will 109 17 23 2500 471,. 363sE L3.591114,. 100% 10" -
75 46 5000 fi S5 .
''
12 92 1i 100. !0 7 92 1000 5 413 184 100% 100%J 09 75 184 20000 
9 

4649 340612 1.45
 
14 23 200% 1007 
 217 75 23 5000 4716 353668 6.8)
15 46 200% 100% 217 75 
 46 10000 5053 37S572 5.93
16 92 200% 100% 
 217 75 92 20000 5381 40355 4.19
17 184 200% 100% 
 217 75 184 40000 4648 348612 0.72
 

18 23 300% 100% 326 75 
 23 7500 4716 353663 4.53
19 46 300% 100% 326 75 46 
 15000 5053 372972 3.95
'20 92 300% 100% 326 75 
 92 30000 53a1 403555 .2.8021 194 
 300% 100% 326 75 184 60000 4648 34a612 0.42
 
22 23 300% 120% 326 
 90 23 7500 4716 424401 5.44
23 46 300% 120% 326 90 46 
 15000 5053 454767 4.74
24 92 300% 120% 326 90 
 92 30000 5381 434266 3.35
25 184 300% 120% 
 326 90 184 60000 4648 418335 0.58
 

26 23 300% 80% 326 60 23 
 7500 4716 2829:4 . 3.6227 46 300% 0% 326 60 
 46 15000 5053 0317 
 3.16
2S 92 300% BOX 326 60 92 
 30000 531 322914 2.24
29 184 ao%300 326 
 60 184 60000 4648 278990 0.39
 



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

Table 7.
 

Production Function Analysis: 
 a = 3504-
 b , : 29.92 
Y = a 4 bN + cN= + d? +e? +ftP c -0.066 

d= 49.22[Solved for 
X nitrogen., for 520-10-10.on17j 
 e= -0.463 

Source: IFOC Report, P. 59 = .116(Yaounde). 
 P:N 0.5
 

Crop: Mai:e 
 Fert"Ilizer: 
 100% N via 20-10-10
Croo Price (Py).. 100 FCFA/kg Fert. Price 
(Px): 250 FCFA/kg
 
Fert. Base Quantity: 10 kgs
 

ILinel Sensitivity Leven' Prices 
 IFertilizer Usel 
 Output I B:C I
I # I X Px Py I Px 
 Py I kgs FCFA I 
kgs .FCFA IRatiol
 
======---------------------


I Optimum 
2 

to0" 
20.0% 

1007. 
100% 

250. 
500 

100 
!00 

144 
131 

35947 
65.316 

6374 
352 3 

637353 
6.52.Cr4 

7.98 
4.2 

, !00% 3 100 117 B2105 L590 65,5 3 3.50 
4 
5 

6 

" 

" 

10!, 
200% 

1207 
120% 

, -

500 
0 

120 

20 

4. 
135 
24 

364, 
67509 

. 

422 

- -

7 .. 
7773?' 

- - - -

1 7. 
5.29 

7 
5 

. .0% ..0 
2oX a'Y 

,,93Q,.0x 0 

2-
5o 
750 

S 
o5)
80 

141 
I
108 

5 5, 
62 -7
80704 

,i7 
65 7 
65a5 

7T:Z 
qZ33I.
526793 

64 

3.05 

10 
11 
12 
13 

10 
20 
40 
80 

100% 
100. 
!00% 
!00% 

1007 
100% 

0OZ 
100% 

250 
250 
250 
250 

100 
10 
100 
100 

10 
20 
40 
80 

2500 
5000 

10000 
20000 

4024 
4497 
5298 
6324 

402.433 
449670 

2976) 
632400 

20.81 
19.65 
17.94 
14. 1) 

,14 
15 
.16 
17 

10 
20 

. 40 
80 

200% 
200% 
200% 
200%. 

100% 
!00% 
100% 
100% 

500 
500 
500 
500 

100 
100 
100 
100 

10 
20 
40 
90 

5000 
10000 
20000 
40000 

4024 
4497 
5298 
6324 

4024333 
449670 
529760 
632400 

10.41 
9.93 
8.97 
7.05 

18 
19 
20 
21 

10 
20 
40 
80 

300Y 
300% 
300% 
300% 

100% 
100% 
100% 
100? 

750 
750 
750 
750 

100 
100 
:00 
100 

10 
20 
40 
80 

7500 
15000 
30000 
60000) 

4024 
4497 
52798 
6324 

402433 
449670 
529 '-
632400 

6.94 
6.62 
5"c" 

4.70 
22 
23. 
24 
25 

10 
20 
4.0 
80 

3007. 
300% 
300Z 
300% 

120X 750 
120120 
120. 750 
120% 750 

120 

120 
120 

10 
20 
40 
80 

7500 
15000 
300001000
60000 

4024 
4497 
5293c"
6Z24 

4E29i9 8.33 
539.(,0 7M,74 
,.5712 7.17537",7 1
7.7S0 5.64 

26 
27 
28 
29 

10 
20 
40 
80 

300% 80% 
300% 80% 
3007. 80% 
30), C.5.920 

750 
750 
750 
7)0 

80 
80 
80 

10 
20 
40 
C 

7500 
150)0 
.C'O)0 
6 

4024 
44,7 
5290 
634 

321946 
-5973 
427803 

5.55 
5.29 
4.78 
3.76 



Table 8. 

Production Function Analysis: 
 a 4526.6 
b 11.9666Y = a + bN + c N dP +eP; + N=P c -606
 
d 5.75(Solved jor X nitrogen, for 20-10-10 only] 
 e -0.013
 

... 
 .. ' =f 0.0226-Source: IFDC'Re~ort, P. 59 (3 areas, except Yde). P:N 0.5
6 

Crop: Maize Fert-ilizer: 1007. 20-10-10N viaCrop Paica (Py)' 100 FCFA/kg Fert. Price (P::): 250 FCFA/kq
 
Fert. Base Quantity: 10 kgs


ILinel Sensitivity Levell 
 Prices IFertilizer Usel 
 Output I B:C I
 
I # I .X Px Py I Px Py I kgs FCFA I kgs FCFA IRatio:
 

I Optinum .100% 250 112
100% 100 
 27953 5687 568710 4.15
2 200% 1,)0C.500 10, 82 41142 547a 5477h3 2.31
3 " 300% 1001 750 100 53 39567 5199 519256 1.70 
11 0 120 2'. 120r0 ,17 29I.53 5", 
 1 5 0 4.89 

5 200' 120% 500 12 92 46063. 5-.45 5 
 2.

750 680" ,. 12u 50640 5.347 64:415 I. 4 

7 1C0. So '1,231) 90 104 26107 5641 45' ,,48 " 200 3) s o 
2 

0 s07. 69 33760 5347 427744 1.94
9. 30. 80% 75.) 80 31 2295S 4944 35486 1.45
 

10 10 100% 100% 250 100 10 2500 4671 467109 5.7811 20 1007. 100% 250 100 20 5000 4808 420753
12 40 100. 100 250 100 40 10000 
5.62 

5056 505647 5.3013 80 100% 100% 250 100 80 20000 5459 54,595 4.66 
14 10 20.% 100% 500 
15 

100 10 5000 4671 46710? 2.8920 2007 100% 500 100 20 
 10000 4308 40753 2.81
.16 40 200. 100% 500 100 40 20000 5056 505647 2.5
17 80 200% 1007 500 100 80 40000 5459 545853 2.33 

18 10 300% 100% 750' 
19 

100 10 7500 4671 467109 1.9320 300% 100% 750 100 20 
 15000 4e08 480753 1.2720 40 300% 100% 750 100 
 40 30000 5056 505647 1.77
21 80 3007 100. 750 80 5459 1.55100 60000 545953 

22 10 300% 120% 
23 

750 120 10 7500 4671 560531 2.31
20 300% 120% 750 120 20 15000 480, 57,0 4 2,25
21 40 300. 120. 750 120 40 300 5056 2.12, 60677625 80 0%. 120% 750 120 80 60000 5459 L55024 1.86 

26 10 300. 80. 750 80 10 7500 4671 373-4S7 1.54
27 20 300% 80% 750 so .20 15000 4002 3a 4 1. 50
40 300. 807 75,. 80 
 40 3. 0'),1 5056 -05 7 1.4129 60 0300 750 80 s0 60000 5459 4.16-97 1. 24 

139 



Table 9. 

Production Function Analysis: 
 a 3238.9
 
b 20.878
Y = a + bN + cN + dP +aP" +(NP -c-.=..9 . 
d = 15.476ESolved for X nitrogen, for 20-10-10 only] e = 0
 

-D-R0 
 f = *-0.07 
Source: IFDC Repo..,


0 P. 57 (ave. 5 areas). P:N = 0.5 

Crop: Maize.after groundnut Fert'hizer; 100% 
N via 20-10-10
Crop P~ice (Py) 100 FCFA/kg Fert. Price (Px): 
 250 FCFAI/kg 
Fert. Base Quantity: 10 hgs 

ILinel Sensitivity Levell Prices IFertilizer Usel Output 
 I B:C I

I # I 'X Px Py I P"' Py I 
kgs FCFA I kgs FCFA IRatiol
 

I Optimum 100% 109I% 250 100 
 86 21450 4777 477678 7.17
2 201% 10 X 00 100•?* 74 7063 4675 467,7 3.3a1..642..4 .7,7 4,7 4 "'.
 

4 100% 120/ 250 :2Q 82 21976 4790 57; 2.14V 200% 120 = "1 ,0% 1)O 120 78 3 0C, 4713"0 12 =" 120 - 4..5 '' 1 c 5 .$ 3 
:.. , '*."7 1,.%W. 250 

" 

20 83 20720 475 7':S3, .1 
2 

7 r^-, 11%, 0 aC.Z a-7,o 4' 5 
2 
 200% 20. 500 80 68 34146 4612 369954 3.22
9 300'; 90% 750 60 54 
 40277 4416 333296 2.34
 

10 
11 
12 
1 

10 
20 
40 
0 

100% 
100% 
100% 
1.00. 

100% 
100% 
100% 
1.00. 

250 
250 
250 
250 

100 
100 
100 
100 

10 
20 
40 
80 

2500 
5000 
10000 
20000 

3513 
376 
4134 
473! 

351230 
37612 
41 4r@ 
4730 ,4 

V).95 
10.,5 
.45 

7.46 

14 
15 
16 
17 

10 
20 
40 
BO 

200% 
200% 
200% 
200. 

100% 
100% 
100% 
100% 

500 
500 
500 
500 

100 
100 
100 
100 

10 
20 
40 
80 

5000 
10000 
20000 
40000 

3513 
3761 
4124 
473! 

351250 
375129 
41341'3 
473064 

5.47 
3.22 
4.71 
3.73 

18 
19 
20 
21 

10 
20 
40 
80 

300% 
300% 
300% 
300% 

100% 
100% 
10(7% 
100% 

750 
751) 
750 
750 

100 
100 
100 
100 

10 
20 
40 
90 

7500 
15000 
30000 
60000 

3513 351250 
3761 376129 
41844 1SQ:S-
4731 473064 

3.65 
.43 

3.15 
2.49 

22 

23 
24 
25 

10 
20 

20 
40 
80 

300% 120% 
-4,v3

300% 1201 
300 1210 
30.0 120% 

70 

750 
750 
750 

120 

"01) 
120 
120 

10 

20 
40 
90 

7500 3513 

750,r1715)) 3761 
30000 4184 
60000 4731 

210' 

245135w 
5,"0 q0 
5,7677 

4.38 

4.1 
3.7G 
2.98 

26 
27 
28 
29 

10 
20 
40 
80 

300% 
3 0. 
ZOO, 
300% 

60% 750 
8(1 750 
'".% 750 

93% 750 

90 
80 
"0 
90 

10 
20 
40 
!0 

7500 
15000 
7',01) 
60").D 

3513 
376! 

4 
473' 

281000 
30 .: -

2 
E"41 

2.92 
.,79 

1.99 



Table 10.
 

Prodiction Function Anralysis. 
 a = 2787
 

b = 30.832
 .. a + bN + cN=+: dP" -feP 7.-".(Np .	 C = -0.1222 
d= 8.21[Solved foF X nitrogen, for 20*-I0 onlyj 
 e 0
 

Source ° IFDC Report, P. 57 (ave. 5 areas). 
f - 0
 

P:N 0.5
 

Crop: .
 Maize 'J(ter Cotton Fertilizer: 
 100. N via 20-10-10
Crop Price (PY) 100 F0FA/kg Fert. Price 
(Px): 250 FCFA/kg
 
Fert. Base Quantity: 10 kgs
 

lLinel Sqnsitivity Leveli 
 Prices IFertilizer Usel Output f B:C I 
I * I X Px Py I P:: Py I !,S FC , i IFA
kos FCF atiol 

1 OptirU I U 100 50 1:1) 1 116 288 1 1 5 5!z4e7 6.2 2007 100. S00 100 106 52840 515 1 Ie.52z...(1.. i. 1). 7 5. 00 	 A.405 5 7. 0 5,10.3 5, OSL, C:Z' 

,, 1009 1,20% q.020 :20 112 2. ,,.7 . .6 -2 7 
U0% 1207, -5 	 500 120 109 54.f553j

" 
 300% .%. 750 120 1.11 7j 3 50.55 =;777. ,62 
7 100% 8.10%250 2 1 H42 5177 46417 .75 
a 200% 
9 

80% 500 s0 101 50291 5065 40S12I
300% 80% 750 80 66 65846 4912 

1.62 
332990 2.58 

10 10 100% 1007. 250 10 3124100 2500 Z12415 13.49II 20 100% 100% 250 !00 20 5000 3437 343686 13,00
12 40 1007. 1007. 250 
 100 40 10000 3989 396896 12.02
 
. 13 80 
 250 80
1007. 100% 100 20000 4800 479989 10.06
 

14 10 200% 100% 500 10 3124
100 5000 312415 6.74

200. 500
'15 20 1007 100 20 10000 3437 343626 6.50.16 40 2007. 1007 500 100 40 20000 3989 398276 6.01

17 80 
 500 80
200% 100% 100 40000 4800 479988 5.03 

18 	 1007. 10010 300 750 10 7500 3124 312415 4.5019 20 3001 100% 750 100 
 20 15000 3437 3436E6 4.3320 40 300% 100%. 750 100 40 30000 3989 39CE9621 80 300% 100% 750 100 80 
4.01
 

. 60000 4800 479982 3.35
 
.22 10 300% 120% 750 120 to 7'C,0 3124 3745E7 5.3923- 20 3C0% 120% 750 20 3 437120 150'C0 4 1,12A2 . 2-)24 40 300% 120% 750 120 40 3c0')"* 7909 473"475 4.91
25 80 3007 120% 
 750 12( 80 600C) 4200 575466 4. 0
 

26 10 300. 80% 750 80 
 10 7500 T124 24'5932 3.60:27 20 
 C.: 20 750 s0 20 150 0 3437 2744 3.472 40 3007 807. 750 E0 40 300 Q0 399 313117 3.2129 0 , 9% 750 O L)' O 	 . 3S 



DAI)
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Table 11. 

Production Function Analysis,: 
 a 2440
 
. b. - 21 . 95

Y 	 a bN + cr + d (P+K) +eP fNP c =-0. 1192 
- d.= 3.7275
 

[Solved (or X nitrogen, foi 20-r-10 only]: e"= 0,0635
 

f 	 -0.0302Source: :IFDC eport, P. 63. 	 K or P:N 0.5 

Crop: Sorghum (Northern) Fertilizer: 10.0% N via 20-10-10 
Cro.p Price (Py) 1O0. FCFA/kg Fert. Price (PN): 250 FCFA/kg
 

Fert. Base Quantity: 10 kgs

ILinel Sensitivity Levell 
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ANIEX 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 developinjnt agencies provide the needed
 
inputs as well as the crop markeEIng outlet and collects the cost
 
of fertilizer and other services at the time of crop sale. The
 
9offee cooperatives provide a similar service for their
 
membership, although the fertilizer may be applied to any of the
 
crops grcwn by the coffee producer. Fertilizer in limited
 
quantities is also availaole in the market place in many towns,
 
however the price and quantity is irregular.
 

The IFDC study concluded that the fertilizer supply operations for
 
the cotton and rice farmers were reasonably well managed, but
 
called attention to numerous proolems in the supply lines
 
delivering fertilizer into the other farming areas. The IFDC
 
study noted high costs for imported fertilizer because of untimely

seasonal procurement, excessive costs for financing oecause of
 
excessive delays in pajment, wastage in transport ana storage and
 
inefficient Zelection of fertilizer materials. The 1FDC report

includes a decailed analysis of the costs of fertilizer delivery
 
to the farmer anu estimates chat the costs in 1984 we'e aoout 191
 
francs CFA per 1i].ogra::..':/r:g) . With fertiiizar selling at 40 F/kg
the suosidy race was 79.1% and che cost to the government for tne
 
fertilizer distributed under the subsidy program in 1984 was
 
approximately 12 Billion francs CFA.
 

1. Major Elements of the Distribution System
 

The fertilizer importing and distribution system shown as Figure 1
 
illustrates the iose management of the state in the supply
 
system. The estimation of fertilizer requirements is undertaken
 
by the Ministry of Agriculture and a 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 funding. Delay in establishing the necessary fund
 
allocations and more recent limits on funding availability 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
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Agriculture. The cooperatives are expected to make an annual

estimate of fertilizer requirements and forward this 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 do not cover costs. It has been reported

that the cooperative fertilizer is diverted and is sold through

local markets at prices considerably aoove the subsidized price.

Some of the 9offee cooperatives also place orders direct with .the
 
,importers and charge their inemoers 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 frequent comment 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 oy OHCPB

for their coffee and tardy reimbursement of the subsidy accounts
 
by FONADER has begun to pose serious financial proolems for the

cooperatives. There are a few independent coffee nuying agents

who arrange for some fertilizer supply as an incentive to 
coffee
 
producers in arranging marketing contracts chrough the buying

agent. The mar 
eting agents find that the return load of

fertilizer improves upon the utilization factor for their trucks

and warehouse space. 'he charges for 
tne fertiiize- servi.crs are
recovered through 
:n coffee marketing transactions *viich tne
 
producers. The volume of material moving througn private
cne 

marketing channel is quite limited and generally is 
a practise in
 
the areas not well served oy the local cooperatives. Tne smooth

operations of 
the private sector nowever establishes a prototype

for market liberalization.
 

Cross border trade in fertilizer does occur from time to 
time but

it has not been a consistent practise. The Nigeria plant i' about
 
one-half the size of that country's market and the transportation

costs for movement 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 seem

reasonatle to expect this source of supply to contribute to
 
Cameroon demand.
 

2. Problem analysis for the Fertilizer Supply
 

a. Funding. 
 Until 1987-88, monies available 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.
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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% 6f the c.i.f. value,,,- Another 40% was to oe paid upon
 
rec&: t of the fertilizer in the port. The remaining 30% was paid
 
upon inland shipment by 14INAGRI/FONADER. Frequently, the importer
 
,waited for 8-12 months for these payments. Thus, importers
 
increase~d their c.i.f. prices to cover such costs as: contract
 
quarantee insurance - 2%; interest carrying charges - 18%; losses
 
at port awaitihg for custom clearance; and losses at port awaiting
 
for quality control approval and inland shipment.
 

Upon notification by 141NAGRI/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 MIINAGRI. The distributors are allowed a i0% margin
 
and remitted to FONADER FCFA 36,000/mt for a product that was
 
priced to the farmer at FCFA 40,000/mt in 1987. Because the
 
distrioutor iarcin however did not cover the distriburors costs,
 
some distributors (cooperatives) sold at prices ar variance with
 
the official rate. In this system FOaADER paye-d the variaole
 
transport costs enabling a single fertiliz-'L c tail price
 
throughout the central and Western provinces.
 

b. Purchasing delays. Ten administrative steps have been
 
required to effect the purchase of fertilizers for subsidized
 
distribution. The purchasing process is initialed in
 
Octooer-Novemoer of the previous year by a circular notice from
 
the Ministry of Agriculture to cooperatives and provincial
 
directors of qgriculture. 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 bids 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 deoate has been resolved, contracts can be negotiated by
 
Public Contracts on oehalf of FONADER. Unfortunately the 1987
 
contracts were negotiated in April after some supply quotations
 
had expired and without the 30t& down payment with the result that
 
several suppliers have aoandoned 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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c. Packing and Shippinq. 
A large quantity of the fertilizer
 
in previous years has oeen 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 oeen an additional costs per ton of up to
30,0uU francs CFA. 
There are other practices that increase the
 
cost of fertilizer material to 
LhO 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 is
quoted at 
67,1Q0 F/tons while a second mixed fertilizer in lots of

15,000 tons is quoted at 55,000 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 wich the stevadoring firms, a port

clearance agency, FO'ADER or 
their agents and the fertilizer

receiver if snipment is not 
into the FO1AER transit warehouse.
 
When several shioments are received at essentially the same time,
and iP this i3 iiring tne rainy s .1asn been che caewnicn nas 
rather frequently, there is 
serious port congestion, increased

handlina co.sts ano excessive wastage. 
 In tact, it is possibDle to

exceed the inland transport capacity and fertilizer accumulates at
 
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.
 

e. 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 -Jge of the all-weather

roads. The present fertilizer procurement system does not include
 
the inland movement in the plan, and therefore has little control
 



of the costs of this operation. The IFDC analysis suggests that
 
these costs mignt be reduced by nearly one-half of the estimated
 
90,000 francs per tonne that are currently involved in this
 
phase.
 

f. Up-country storage. IFDC identified a nafional rural
 
storage capacity of almost 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.

The South 'ejt Province needs 12 warehouses; it has only one. The
 
"North West Province needs 62 farra 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 supplier to the importer as
 
per the tender contract. After customs and port clearance title
 
passes to the Ministry of Agricuiure who determines tne point of 
the delivery to its port warenouse or inland shipjienc. The 
MINAG.-I retains title throughout inland movement and until the 
fert-iLize i sold by t"'he coopie-atives Lo Ea£dtecs. Thus, the 
coooerati,;es serve only as agents for MINAG I/FOJDER, r eiving
the fertilizers on const:nmen:. StocKs on-.nae and carried over 
because of late delivery are suDject to invenc6ry control and
collection of payment by FONADER regional representatives. The 
irregularity of these actions leads to slow payment to FONADER andthe 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 formed by contractural arrangements between
 
importers and distributors. The existing importers appear to have
 
well established channels for arranging supply and handling

movements up to and tnrough the port at Douala. 
There are a
 
number of organizations and enterprises, incLuding the
 
cooperatives, who have the rural operational resources 
to handle
 
fertilizer distribution. The combination of these two types of

organ.izations will estaolish 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 governmen'tal agencies, including

FONADER, moves out of an operational position. The MINAGRI will
 
continue to monitor rural requirements ana will monitor fertilizer
 
movements to ensure that the requirementa 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--oe that of promotion and
 
expanded market information rather than operations and control.
 

orking capital will be a critical constraint df the new system,

primarily oecause the liquidity in the commercial banks is a
 
limiting resource in. Cameroon at the moment. 
The banks have
 
reasonably sound commercial banking services and have a healthy

attitude in respect to the rural sector. 
 Thus an expansion of
 
their financial resources can be reasonably managed within their
 
existing structures. In the present liquidity crisis it -wouldbe
 
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 sytem.
 

A fertilizer marketing organization would apply for credit
 
directly to a commercial DanK on the basis of a firm plan to
 
marke' ferLilize it-a seleczed market territory. Tihe Oar,,;s would
 
expect to see a sound analysis of aemand at a proposea selling

price; evidence nhe ohapnysical facilities and personnal exist 
to stock, store and sell rne 
planned volume; and evidence that the
 
desired material can be obtained and imported at a reasonable
 
price to make the enterprise viable. The banks will be expected

to evaluate these proposals as straight-forward commercial
 
ventures and establish reasonable credit terms oased 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 include 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 concerned that
 
credit applications show adequate evidence of sound planning to

keep their credit risk within reasonaule limits. This credit
 
program will require some flexibility in order to best serve the

wide range of conditions encountfred 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 be 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 Danks.
 

This system has a number of important advantages over the present
 
system.
 

A. A mbre 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 Eerms 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 share. 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 provide both

industry and agriculi:ure with vital management information. As a
 
non-biased observer it can become a more effective serhice
 
institution. The Ministry can also set standard grades of
 
fertilizer and issue regular reports to banks, farmers and others
 
regarding the quality of materials being supplied by the various
 
marketing organizations.
 

-. Economy in Market Supply.
C. 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 possibilities for

further cost savings through long term supply contracts, bulk
 
blending and other management refinements such as tighter

inventory control and financial management.
 

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 business and increasing
 



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 aftangements are less troublesome and
 
less expensive. There will also be less risk of rain damage.

These cost avings are expected to add up to 5,000 or 10,000

francs per tonne. I
 

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 plant growth had been
 
limited somewhat by inadequate fertility in the early stages and
 
with inadequate capacity to absorb tn 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 the next season by the leaching action of interseasonal
 
rainfall and weed growth. Some farmers also question the utility

of late application and sell their fertilizer or store it for the
 
next season with further wastage losses. The new system can
 
markedly reduce these factors and thereby significantly increase
 
the benefits from the fertilizer investme,t.
 

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

It is expected that there will be benefits at each stage in the
 
movement 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. Sorte of the benefits are also subject to
 
a number of variable factors which make projection quite

difficult. The following summary provides an order of magnitude

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
 
management 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 1985-1987
 
during a world glut in fertilizer supply; however the
 
supply/demand situation shows evidence of stabilizing in 1987 and
 
prices are expected to return to a normal pattern as the world
 
agricultural situation improves.
 

156
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ii. Costs as cleared from the Port. By ordering fertilizer
 
for shipment in Novemoer-January, and in quantities of 5000 tonnes
 
or more, it is often possiole to reduce shipping costs from $100
 
to aDout $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 savingp. The same phased delivery

schedule would assist in the schedule of inland shipment and
 
enable the fertilizer marketing organization to negotiate
 
tavorable 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 LFDC study has
 
estimated that this saving averages about 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 10 kilogram packaging in order
 
to improve the pacKaging and reduce wastage at the 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 that is
 
properly labeled and ensures delivery of a reliable product.
 

iii. Warehousing Costs. An objective of the improved
 
fertilizer 6yscen is ro odild stocks of fertilizer in tne rural
 
areas in advance of the season of fertilizer use co ensure the
 
ready availability 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
 
medium to high phosphate fertilizer used where there was
 
practically no response. Mixed fertilizers cost approximately 25%
 
more to produce and have lower nitrogen content than Urea
 
therefore they prove to be a very inefficient means of nitrogen
 
application for a desired fertility level. A price schedule that
 

/5/
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is related to nutrient content would encourage more economical use

of materials. It may be somewhat more complicated for the
 
retailer and the farmer, yet it is not beyond their ability and
 
the benefits certainly offset the costs of introducing the
 
practise of nutrient pricing. To illustrate the 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 Cameroon
 
tWice as much as from Urea.
 

The analysis for mixed or compound fertilizers is more
 
complicated, ho%4ever 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 account the
 
various savings mentioned above it is estimated tnat the total
 
savings at the farm gate for the new marketing system can be
 
considerable. 
The costs are based upon the 1987 import quotations

which provided an average unit price of 53,530 francs/ton. It is
 
assumed that there will be some increase in factory prices during

the next five years out that these will be relatively modest
 
increases. Therefore mfpeak procurement during rhe next .ew
 
years should result in cost prices of $50 per ton of Ammorium
 
Sulphate, 100 per ton of Urea and i35 per 
ton of mixed
 
fertilizer. International shipping in bulk lots of 5000 ton or
 
larger with local bagging 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 farni 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 91 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 itoney 
results
 
in the major savings in the inland costs.
 



ANNJEX E
 

THE CAMEROONIAN4BANKING SYSTEW:AN OVERVIEW
 

Bene L. M'Poko
 

I. The Central Bank.
 

Cameroon is a member of the BEAC (Banque des Etats de
 
l'Afrique Central), a regional Central Bank of the CFA zone of
 
the Central African countries' Other wembDrs of the region
 
are: Equatorial Guinea, Chad, the Central African Repuolic,
 
the Congo and Gaoon.
 

The CFA franc has oeen pegged to the French franc at the rate
 
of i CFA = 0.02 francs since 1948. The common Central Bank
 
oversees and coordinates the monetary policy, regulates the
 
money supply, sets up interest policies as well as interest
 
rates of the member countries and guarantees the
 
convertibility of the CFA into the French franc. Through the
 
common monetary policies, tlhe BEAC facilitates the movement of
 
currency and capital among the memoer states without any
 
restrictions.
 

The BEAC is very active in interbank lending through its
 
rediscount windows. In other words, banks can fund themselves
 
by refinancing certain types ot their risk assets (loans)
 
through the Centrai sank up to the amount decerrmined for eacn
 
bank oy the Central Bank. in view of the current liquidity
 
squeeze, the Central Ban 's rediscount window is quite
 
active. The race 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 8U% 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.
 

II. The Commercial Banks.
 

Commercial banking in Cameroon on the other hand is
 
characterized by a severe liquidity squeeze which is mainly
 
due to two factors:
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1. 	The GRC's deposits within the banking system in the
 
accounts of the parastatal organizations represented about
 
40 to 50% of all deposits of tne commercial banks'
 
deposits in 1981. But due to the current cash crunch, the
 
GRC Treasury has permitted withdrawal of sizeable amounts
 
of these deposits and tne.commercial banks are virtually
 
incapable of replacing Chem as the rate of savings in the
 
country is low and the currency (or quasi money)
 
cir'culating outside the banking system remains a property
 
,f the informal sector.
 

2.. 	 The commercial banking liquidity problems are exaceroated
 
by the non-payment of loans; especially oy the Northern
 
.merchants. Approximately half of the CFA 120 oillions of
 
the non-performing loans are held by these merchants.
 
Further, about CFA 40 to 50 billions of the GRC guaranteed
 
loans co the parastatal campanies remain unpaid and since
 
these loans are classified as government ooligations, the
 
banks are not permitted to set up reserves for oad loans
 
for the transactions in this category. It is, therefore,
 
under these conditions, difficult to adequately assess
 
eitner the quality of the loan portfolio or the exact
 
profitability or the indiviaual oanKS: as these
 
questionaole loans are still carried in their booKs and
 
the correiopciJing interest, altnough nor oeing collected,
 
is being accrued and nence infiating the profit figures.
 
The Cameroonian oanks are further fruszrated in their
 
loans collection effort as a result of a very weak and
 
ineffective legal framework.
 

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

During the course of this exercise, we contacted eight
 
commercial banks* 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 AEPRP 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 offered oy this program.
 

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
 
CharteLed Bank.
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managing development program funds as 
iL can provide effective
monitoring and flexible recycling of the repayment reflows. We
therefore recommend applying this method to manage the
fertilizer fund. The revolving fund tlow chart attached
hereunder illustrates how the system will function and defines
the function of each participant in the system.
 

The Fiduciary BanK
 

This bank will act as the manager of both 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 oasis 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 cdn deal with the bank of their choice and
through that bank gain access 
to their requirements from the
revolving fund. Entrusting the fiduciary bank with the
maraagefienL of Lhe GRC subsidy fund, will ada an 
important
element of confidence in expanding their fertilizer Lusiness
 among private-sector entrepreneurs. 
In other words, the
marketing organizations dill be encouraged to engage into the
fertilizer business knowing that the subsidy fund is availanle
and can be paid out once the fertilizer has been delivered to
the consumption poincs. The availability 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:
 

1. 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

requirements as established under the program.
 

4. 	Must show evidence of efficient reporting and bookkeeping

capabilities that can track and closely monitor the
 
utilization of both the revolving and the subsidy funds.
 

5. 	Must be capable of managing the program in accordance with
 
the 	guidelines described below.
 

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 	fiduciary

bank will establish a CFA revolving fund account.
 

2. 
The invested funds will then oe on-lent to the commercial 
banks either effect payment in favor of the foerign
suppliers of fertilizer or let locally as the working
capitol foL £eLTiliZer di~tirbution operdtionls. 

3. 	The idle balances will be placed into an interest bearing

account while awaiting utilization.
 

4. 	Interest accruing from the invested funds minus a small

spread representing the fiduciary oank'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 out will be required to invest idle funds in
 
such a way as to maximize tni return on investment out yet

maintain adequate flexibility so that thki funds are made
 
readily availaole when needed.
 

6. 	The fiduciary bank will not engage in speculative foreign

exchange transactions with respect to these funds.
 
However, every effort will be mace 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 eligibility

set 	forth within the context of this program. Therefore,
 
any 	requests for a drawdown that does not conform to 
the
 
conditions of eligibility will be rejected. Disputes
 



between the fidiciary Dank and the participating banks
 
will be settled oy an interministerial coordinating
 
committee.
 

S. 	The loans to the commercial banks will De made in CFA and
 
reflows emanating from the repayments will be credited to
 
the CFA revolving fund account at the fiduciary banK.
 

9. 	The fiduciary 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.
 

10 	 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 Dorrowers to verify
 
evidence of indebtedness and the correct use of the loan
 
proceeas.
 

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

11. 	The fiduciary bank will be remunerated from the interest
 
spread on invested funds but the participating banks must
 
cover 
the fiduciary Dank 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. 	Willingness to participate in the program.
 

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

3. 	Institutional capacity to handle the lending and the
 
reporting requirements under the program.
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4. 	A positive liquidity and net income positions.
 

The fertilizer revolving funds will be on-l'ent to the
 
participating commercial banks at the rate of TEP* minus 2.
 

Participating banks will take full risks and are required to
 
repay IUO% of the borrowed funds plus interest to the
 
revolving fund. The rate of T.'2-2 is an incentive to induce
 
the cQmmercial 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 distribution network.
 

Eligible Activities
 

The fertilizer revolving fund will basically finance two types

of activities, at least during the initial two years:
 

I. 	The importation of the fertilizer through the letter of
 
credit mechanism.
 

2. 	The working capital needs of the marketing organizations

(truck rental for transportation, rental of warehouse
 
space for storage, etc...). The revol'ing fand will not
 
finance the purchase of trucks or the construction of
 
warehouses during the first pnase.
 

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

1. 	Borrowers will attempt to use the credit fund under this
 
program to the fullest 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 sucn 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. Consequently 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.
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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 distribution'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 Septemoer (IFDC

'report) cutting right through the rainy season. 
Therefore

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 for aistrirution.
 

The banks will therefore plan to establish not only dual 
purpose line ) credt for teir ractive borro.er but 
maintain the 60/40 split to the extent possible. In other
words, up to 40% 
of the total line rf c:redit extended to a
 
given customer can be utilized to finance the company's

distrioution wor!ing capital needs.
 

5. 	Total amount of sunsidized 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 that will De 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: l - CFA 300
 

http:borro.er
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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 program. 
However, it must be stipulated

that, in 4ddition to the banks' requirements, the borrower
 
must:
 

1. Use.the funds only for specified purpose,
 

2. Se 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 Payment
 

It is recommended that during the subsidy phase out period,
the GRC allocate the subsidy amount from the government budget
rectl j to a -ooidy fun- to be administerea Dy tt-e oaakiiig
system under carefully defined rules and regulations.
understand that for 9,t/87 
We


fiscal year an aiiount of CFA 4 billion
has been allocated and has been partially committed through the
orders placed by FJ.oiADeA for this 
croo year. It is presui.ed
however, that there are funds which can oe 
directed to the suosidy
fund for further transactions during this fiscal year of 
the GAC.
The amount of this and future financing has 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 bank at the beginning of the fiscal
year and drawn oy the participating banks under the rules of the
 program on first-come first-served oasis 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.
 

http:presui.ed
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Banks 	 - Injection of new financial resources at the time of
 
liquidity squeeze
 
- Expansion of their agricultural financing sector, hence'
 
expansion of banks' portfolio into a major economic
 
sector.
 

Marketing Organizations
 
- New market opportunities
 
- .Higher returns from liberalized and more efficient,
 
importation and distribution system.
 

Farmers 	- ReaIily available fertilizer
 
- Increased output, hence increased income.
 

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 Doth GRC and SAID to take appropriate and corrective
 
measures on a timely fashion.
 

The participating banks will indicate their projected volume
 
of loans undec tLIe fertilizer program at the beginning of each
 
year on the basis of which a credit limit (ceiling) will oe
 
established for each bank based on 60/40 formula (60% fertilizer
 
importation and 40' distrioution costs).
 

These limits will constitute the target credit level for each
 
participating bank and may be revised upwarus or downwards by the
 
,.fiduciary bank depending on tne number of participating banks and
 
respective fertilizer financing needs by each lending

institution.
 

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;
 
- Repayment rate;
 

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



increasing ioan volume, collecting repayments and repaying the
Revolving Fund.
 

B. Deliquency Report:
 

On the monthly basis the age of each past due loan will be
reported and the reasons for delinquency explained.
participating bank with an accumulated amount of delinquent loans
will not be permitted further drawing from the Fund until the past
due obligati.dns are brought up taodate.
 

A
 

C. 
Major Benchmarks (To be reported monthly)
I. Number of participating banks
2. Numoer of borrowers
 
3. yolume of fertilizer imported
4. Volume of fertilizer delivered/distributed.
 

Annual Evaluation
 

I. 
The annual evaluation process will seek to determine whether
the program implementation has deviated in any way from its
original stated oojective.
 
2. 
Define, based on lessons learned from the first year, the
types of activities to be financed during the second phase.
 
3. 
Evaluate and review the basic program's assumptions.
 
4. Evaluate the fiduciary bank's functions:
 

- Funds disbursement expediency (time lag between request
from participating banks and the actual disbursement, number of
disbursement requests per month and per bank).
 
- Monitoring and reporting efficiency (quality and 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....
 



10. 	Assess the commercial banks' ability to'finance the credit
 
short falls from their own resources.
 

Flow of Funds under the Revolving Credit Mechanism
 

Institutions: 


2. 	U.S. Treasury 


2. 	U.S. Correspondent of GRC 

and the Fiduciary Bank 


3. 	The Fiduciary Bank 


4. 	Participating Banks 


Duties/Resoonsibilities
 

Didbursement of Funds at 
once in US
 
dollars
 

a. Receive Funds in US$ 
b. Open an account .in the name of the 

project/and GRC 
c. Issue funds utilization 
a. Manage the fertilizer revolving 

o. 
Funa and the suosidy reports fund 
Make loans to and/or establish 
lines of credit in favor of the 

c. 

d. 

participating canks. 
Receive request for L/C
confirmation from participating 
banks it :sL-.lish re training
credit line in CFA for each bank. 
Collect loans (principal plus
interest) from banks and establish 
revolving creoit line in CFA for 
each bank. 

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

f. 
retailers). 
Issue various status and
monitoring reports to USAID and 
GRC. 

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

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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d. Collect loans from borrowers and 
repay 100% principal and interest 
to the Fiduciary Bank within 30 
days after collection. 

e. Repay 100% of principal to the
Fiduciary Bank even in case of -­default from the borrowers. 

. Marketing'Organisations a. , Fulfill all the administrative and 
licencing 

b. 
c. 

requirements
Place orders to suppliers
Request opening and L/C's where 

d. 

e. 

f. 

necessary
Distribute products alLd enter into 
contractual agreement with 
retailers/wholesalers.
Repay the loans to the banks 
according to established 
maturities. 
Receive suasidies. 

6. Wholesalers/ 

Retailers/Coops: 

a. 

b. 

Place orders with marketing 
organizations.
Sell pro,,uct.s to and users :in cash 
or credit. 

7. End Users Purchase of fertilizer on credit or in 

(Farmers and producer,
Organizations) 

cash. 



ANNEX F: MACRO-ECONOM:C AJALYSIS OF DEVELOPMENT 
POLICY ISSUES :OR THE 1536-91 PERIOD 

- 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) grew at average annual growth 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 ratt of 6.9 percent estimated by the IMP 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 represented 32 percent of GDP

and employed 87 perceit of the labor force in 1965. 
 The importance of
 
agricultlire still remained significant in 1978 as 
that sector accounted for 32
 
percent of GDP and provided 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 spurred by 
the
 
rapid expansion of oil production. Increases in GDP began to tapper off after
 
1984, however, as oil production peaked in 1985.
 



Overall, the growth of agricu:ture was es:imated at 4.7 perzent fD :ne 
1965-73 period and at 1.8 percent for the 1973-83 period. Due in part to':ne 
declining grow:h rate of :ne 1973-83 Pericd, the share of ag.iu:
"e,' .
 
livestock/forestry/fishery in GD? fell 
from 28.7 percent in 1980 :o 21.0
 
percent in -905.
 

The services sector*, while important (representing 50 and 52 percent
 
of GDP in 1960 and 1978 respectively), played 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 1973-83 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 transpozt/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 servants should be refrained.
 

The 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 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 '.980-82 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.
 



Tao)e I. Composi.:n of Oross.Doestic Product 
(in percent) j/ 

. ...... ................ ... . l"9&1/'82 J-9&2,; 63 l S6./ 4 .. ... 964,"85 --l.9'5/85 1986;'
 
Est. Est 

Non-oil sector 87.9 84.7 83.7 82.5 89.4 
 93. 

Agriculture, forestry, 
and husbandry, and fishing 27.0 23.2 22.0 21.0 21.7 22. 

Manufacturing 2--/ 11.4 11.1 .2 12.0 13.9 15. 

Electricity, gas, and water 1.0 1.1 1.1 1.2 1.4 4/ 

Construction and public works 5.7 5.6 6.0 5.9 6.4 6. 

Commerce 11.5 11.9 13.*0 12.7 13.9 19.
 

Transportation and
 
communication 5.5 4.9 4,6 4.5 4.9 5/ 

Public administration 6.2 6.6 6.7 6.5 7.1 6/ 

Other services 13.7 14.7 13.7 13.3 14.3 30.
 

Import duties 5.8 5.6 5.4 5.3 5.7 6/
 

Oil sector ./ 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/ Fiscal years (July 1 - June 30),
 
2i/ Includes value added of non-oil extractive industries.
 
.2/IMF staff estimates.
 
4-/ Included in Manufacturing.
 
5/ Included in Commerce.
 
Y-- Included in Other Services.
 

Source: IMF - Cameroon - Recent Economic Developments, SM/86/288; pp.v and 59;.
 
December 3, 1986.
 



Wi:h the exception of the oil sector whose decline is caused ov -%
 
...
gradual 'ep-eti on of reccveraoe-reserveZ, those ev economic 
sec:ors i
confronted wi:n problems which will hamper growth 
 .-..-.
g :he -987-97 e.rIcd.
 

GRC's initiated growth enhancing programs and policy measures are
unlikely, even if successfully implemented, to yield any tangible results
before the early 1990s because of implementation and gestation times.
However, the reversal of the economic slow down in 
 he early 1990s is not

likely to occur if further policy changes are not mdde.
 

III. Sectoral Policy Issues.
 

III.l. ImOacts of Petroleum Revenues.
 

Production and foreign exchange earning figures related to the
 
petroleum sector has been notoriously scarce in Cameroon. it has been a
deliberate 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 Bank's recent Cameroon 
- Country
Economic Memorandum revealed that almost all 
the accrued oil revenues since
1978 have been injected into the economy - 'In mid-1986 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 Bank, 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 largely adjusted to the level of actual oil revenues. Therefore, the
adjustment to declining oil 
revenues will be more difficult than i3 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.e.,
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 Franc CFA (Communaut 
 Financi~re Franqaise)
versus the French Franc and penalized the export sectcrs (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.
 



Thea Wor.id Bani: argued t-at ecorcic ad s3:,renzS are nesdeJ j.ring*_he
987-91 period - :oe wi:h d.zecd - - .eve-ues and t: zorrect _hestructural imaance wnile sustainz :he.1 higne:- -oss- le.f of econ micZ, . Oro 

growth which will provide enough jobs for a rapidly growing labor force. On
the supply side, to counteract the decline in GDP due to drop in oil 
production, agricultural and manufacturing production should be s:mulated*andthe expansion of the forestry sector 
and the mining sector should be
 
promoted. 
On :he cemand side, puolic investment, puzlic consumption and
 
private consumption should be lowered.
 

The World Bank also argued 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 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 USS 20 (in constant 1984 price) from the 
present US$ 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.
 

111.2. Agriculture and Agricultural Policies.
 

The bulk of agricultural production in Camerron comes from small farm
families which account for 79 percent of tne total population. That
 
traditional agricultural sector (i.e., small producers with less than two
hectares per plot, growing food crops in association with cash crops and
 
relying mainly on family labor) produces 65 percent of total agricultural
exports (mainly cocoa, coffee and cot.on) and the quasi-entirety of Cameroon's
 
food production (mainly pldntain, 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 1984 Agricul'ural Census), most of Arabica
coffee producers are small farmers, i.e., 
approximately 80 percent of Arabica
 
coffee "plantations' are 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 as '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. 
Based 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, supp. the quasi-entirety
of Cameroon's food production (mainly plantain, roots/tubers and cereals).
 



:n contrast with the tradi:ional agricultural sector, tnz so-called
 
modern agricultural sector includez large producers who are :ha acterz-2ei z
 
an inout-mix of 
imoorted machines and hired labor and a specialization in :ne

production of palm oil, rubber and bananas. 
That modern 	sector accounts for

35 percent of all agricultural exports. The GRC is an important share holier
 
among the large plantations which constitute the modern agricul.ral sector.
 

Recent GRC estimates show that Cameroon is presently 95 percent food
 
self-sufficient. 
 Through the widely practiced inter-cropping 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 seen an important source of
 
foreign exchange earnings for Cameroon.
 

Indeed, based on government figures presented in the following table,
 
cash crops represented, 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 FCFA values).
 
1970-71 1974-75 1979-80 1983-84 

Agricultural Products 67.8 70.2 52.2 56.7 
Cocoa 
Coffee 

28.4 
24.0 

26.7 
32.2 

20.6 
22.9 

18.4 
19.6 

Others 
Non Agricultural Products 

15.4 
32.2 

11.2 
29.8 

7.7 
48.8 

18.7 
43.3 

All Products 100.0 100.0 100.0 100.0 

Source: 	 Ministare De L'Agriculture, Bilan De L'Op4ration R~giniration

Caf /Cacao Au Cameroun, Direction des Etudes et Projets, Fivrier
 
1986, Yaound6, p. 12.
 

In the perspective of the post-petroleum era and in the face of an
 
annual rate of population incr-ase of 3.2 percent, the challenges confronting

the agricultural sector, in the second half of the 1980s, to ensure food

self-sufficiency and adequate foreign exchange earnings are enormous for
 
growth in both the food crop sector and the export/cash crop sector have been
 
extremely low. 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 per cent. Based in the World

Bank figures, 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 was a drought year, the decline in per capita food
 
production has already started in the mid 1970s.
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Th-e 4e=' Lne in.:ne r a,:e of q:rowth nrper zap4 :a food ;rdcIon 371'1,e 
the mid 197Cs LZ not t:aceazle to a esie Price .f----­
food crops (mainly plantan, :)ors,:3zers an cereal3) a e, ex:e Zt for rice, 

-
uncontrolled. ThAJt decin ---e is cue :o Iow oroduc:tvity za-,ns exn-=1enced DV 
small farmers involved in food crop production. Zow productiv.:y in :he food 
crop sector is traceable to a scarcity of appropriate high yeld technologies 
and inputs and a limited private distrioution,marketing system. Those 
problems 	are exaceroated by the large number of small producers combined with
 
the quasi inexisterce of a functioning extension system and a poor road
 
network.
 

The deterrent to increases in cocoa and coffee production has been
 
caused, in large part, by insufficient producer incentive granted 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 the 1980-86 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 rhe cash/exoort crop sector took olace in a oeriod of time
 
where there was a relative abundance of foreign exchange earnings derived 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 ONCPB levies (see figures below
 
- ONCPB - Office National de Commercialisation des Produits de Base/National
 

Produce Marketing Board), the coffee fertilizer and cocoa pesticide 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 completed
 

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 the pesticide subsidy and the adjustment of cocoa price to
 
remunerative levels).
 

Price Structures of Cash Crops for the 1979-b4 Period
 

Percentages of F.O.B. Exoort 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
 
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 institution :f an all encompassing system of ONCPB levies via 
maximum producer prics--, fertii;izer/ost~cide sZu"idies ano rea.e-. .uoliz 

procuremenlt/ii.str:Zuticn sy.3tem of -u"si- ze rer3e'- t.ides 
introduces finantial leakages, delays and ineff :iencies a- the level of 
procurement, distribution and utilization of suosidized fertilizers/pesticides. 

Since the second half of 1986, however, low export prices for cocoa
 
(approximately FCFA 675/kg) and coffee (approximately FCFA 650/kg) have
 
practically reduced ONCPB levies to nil.
 

Problems in the export/cash crop sector were further exacerbated by a
 
need to upgrade the road network and the domestic marketing 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
 
expansion of economically efficient activities. The costly fertilizer
 
subsidy, for example, was initially introduced by the GRC as an income support
 
device to encourage the use of fertilizers among small coffee growers with the
 
ultimate ob]ectives 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 accepted 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 deli"ered cost. I'DC 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 constant 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 cLOp 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 policy in complete abstraction of product price
 
policy- Thus, it has been extremely difficult to discuss with MINAGRI the
 
need foe simultaneous adjustments in fertilizer subsidy and cash c-op prices.
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Furthermore, the lack of policy coordination among the various
 
reasons for, for example, the excessive
Ministries is one of the principal 


costs and inefficiencies of the current subsidized fertilizer system. It has
 
been estimated in the IFDC fertilizer report that, through better organization
 
and coordinat'on between MINAGRI, MINMAP (Ministry of Computer Services and
 

Public Contracts), MINCI and MINFIN (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 export/cash
 
crop producers to increases in farm gate prices. For, while the ultimate .
 
responsibility to boast cocoa and coffee production has been pliced under..
 
MINAGRI, it has been (and still is) MINCI which determined farm gate prices, 
for these export/cash crops_..There has been no meaningful consultation , 

?betw'een NINCI: and MINAGRI on this subject.',., -" - " -. 

111.3. Manufacturing and Industrial Policies
 

Manufacturing industries, the third or fourth largest sector of 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/chemica] 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 addition', institutional factors also
 
interfere with the expansion of the manufacturing sector. First, it is the
 
syrstem of administered prices ('prix homologu6s') 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 inmanufacturing is significant. GRC's
 
share of ownership in the manufacturing sector amounted to approximately 50
 
percent in 1985 (FYI: Of the remaining 50 percent, about 13 percent are in
 
private Cameroonian hands, 25 percent belong to French investors and 12
 
percent represent other foreign investments). Given that important ownership,
 
GRC's involvement via its holding company SNI (Soci~t& 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
 
s9baidy disbursements.are..aiWtficant. & pxogram of financial rehabilitation 
should- boe instituted -tpZbt*~budgetary dcasna 
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£I.4. Polic'es in other Economic Sectors
 

Current information on ocher economic sectors 
are scar:e. The imi:ed
data oresented in Table I shows that, in relative terms, the construction and
electricity/gas/water 
sectors have been stagnant during the 1380-85 period.
 
That stagnation in the face of 
a rapid population growth 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 T 
also shows the relative reductions in sizes of t*e
transport/communication, trade, and other services sectors. 
 The causes of
 
those economic regressions have not been 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
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
 
and needed to be restructured. Those difficulties are traceable to
excessively complex and restrictive regulations, undercapitalization and
 
extremely high loan/equity ratio. Its financial viability rested, until
recently, on the GRC support via large cash deposits. With dwindling revenues
 
from oil and cash crop exports since the mid-1986, the GRC has withdrawn a
great deal of cash deposited in commercialbanks. These cash withdrawals
 
prompted a liquidity crisis in che banking sector. 
 USA:D/Cameroon proposes,
in its AEPRP Fertilizer Initiative, to alleviate 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 assessment points to a bloated public labor force
 
which grew at an annual rate of approximately 10 percent during the 1979-86
period. 
The 1987-88 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 RatePolicies
 

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.
 



The practice of discretionary uses of revenues for extra-c i eary

financing incroduces, however, elemen:s of _ncertainty :n :ne Oulletary
process and prcniems of accoun:aoility. The GRC's :ecent apoa:enz disclosure
of historical time-Series data on oil revenues to :he World 2ank will, 
perhaps, mark a rezurn to regular budgetary practices. 

The GRC's budgetary policy in !987-88 is most energetic in dealing with 
the decline in government revenues due to dwindling oil exports/price and
depressed international prices for cocoa, coffee and cotton. 
Compared to the
 
1986-87 central government nudget, 
that of 1987-88 (which was adopted on July

1, 1987) represen:s a nominal decrease of 13.75 percent going from FCFA 800

billion (USS 2.67 billion at the assumed rate of FCFA 300 per US$ 2) to FCFA

650 billion (USS 2.17). The 1987-88 public investment oudget was reduced by

26.47 percent from FCFA 340 billion (USS 1.13 billion) in 1986-87 co FCFA 250

(USS 833 million). The 1987-88 public recurrent expenditures were cut by

13.04 percent from FCFA 460 billion (US$ 1.53 billion) in 1986-87 to FCFA 400
 
billion (USS 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 highly inefficient organizations
FONADER - Fonds tational De Developpement Rural/Rural Development Fund - and 
FOGAPE - Fonds de Garantie aux Petites et Moyennes Entreprises/Guarantee Fund
 
for Small and Medium Scale Enterprises). Thus, the !937-88 austerity budget

and finance law mar< The 
GRC's determination to deal w-th the current economic
 
slow-down through ser'o is belt-tightening exer:ise.
 

Being a member of the 
Central African Monetary Area (CAMA), Cameroon
 
has basically passive monetary and exchange rate policies. Within CAMA,

regional monetary considerations impose constraints on BEAC's 
(Banque des 
Etats de l'Afrique Central ­ the Central Bank for Cameroon, Central African
 
Republic, Chad, Congo, Equatorial Guinea and Gabon) decisions vis-a-vis
 
Cameroon.
 

Within CAMA's regional context, uniform regional interest rates are set
 
by taking account of the diversity 
in national priorities and developmenZ!!

levels and of the 
need to regulate intra-regional capital 
flows in a region

where country members experience different ra:es of inflation. 
 Thus, uniform
 
regional interest rates appear to be too inflexible to meet the specific needs
 
of Cameroon.
 

:ow 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 is currently assumed by the BEAC.
 
Indeed credit unions, under 
AID funded projects, have been successful in
 
mobilizing financial resources in rural areas. 
 Thus, the issue of
 
low-negative real interest rate in 
the context of savings mobilization should
 
be addressed with greater emphasis and BEAC's assumption on potential savings

in Cameroon should be questioned.
 

/2S
 



Low ceilings on nominal interest rates pose also an 
important welfare
issue. in countries like Cameroon wnere capital is scarce, the Price of
capital (i.e., interest rate) should be high. However, as it was pointed out
earlier, with 'low ceilings on nominal interest rates, real interes: rtes areeither low or negative. Thus, for those Cameroonians who have access

commercial bank credit, their 

to
 
use of capital is suosidized since the real cost
of capital is low and, perhaps, negative. That suasidy constitutes a transfer
 

of real economic resources from various economic sectors to 
a privileged group
of citizens. 
 In Yaound6, for examDle, it is quite conspicuous that the bulk
 
of the subsidized capital is used by those who have 
access to commercial
credit to build villas for rental to expatriates. The suosidized capital

should, by all means, be used to expand activities other than lixury 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 Franc CFA (Communaut6 Financiire Africaine) zone.
Thus, Cameroon also belongs to the FCFA zone. 
 Within CAMA's framework (thus,
within the FCFA zone), the GRC relinquishes the right to print its own money.
Instead, the money supply, thus, the amount of credit available in the
 
economy, iz determined each year by National Monetary Committees operating

within BEAC. In 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 percent of the tax and non-tax receipts of the preceding year.
 

The GRC's inability to print its own money and limited acility to
borrow from BEAC could be 
interpreted as restrictive instit, tal
 
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
 
(FCFA) 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 Cameroon, overvalued
 
vis-a-vis the French Franc 
(FF). Recent World Bank and IMF reports point to
 an approximate exchange rate overvaluation of 20 percent. However, the
 
FCFA-FF parity, which was 
set at 50 to 1 since 1946, is likely to remain
unchanged. It will be extremely difficult to find a new FCFA-FF parity which

will be acceptable to all West and Central African country members of the CFA
 
zone. 
 It appears that Cameroon will have to use 
tax and price policies to

offset the detrimental distorting impacts of the exchange rate overvaluation.
 

IV. The 1986-91 Develoment Plan
 
IV.l. Nature of the Development Pla.
 

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
 



those pronlems wil: :equire maintaining a balance between popli-:n -rowt*h,
 
resourte encowmen: and economic ,devopmen:. TrOwo i:ia:e :he r'&:al 
exodus, the deve o e.t and moderniza:ion of r.ral areas 4ill ze:nie-ta ;en. 
To solve the unempioyment pro lem, more lons wb:l ce created and c.-anzes in 
the educa:ion system wi.l be made to render :he skills acuir ed oy ,or :ng ae 
persons more adapted to :-e needs of the economy. The environmental nalance
 
will be maintained and, above all, food self-sufficiency will be a- ieved.
 

Given the above assessment of problems and tasks, the Sixth Development
 
Plan set the target average annual growth rate at 6.7 percent for the 1986-91
 
period and proceeded to identify developmental tactics. The focal point of
 
all developmental efforts will be the rural sector to ensure food
 
self-sufficiency for the general population and adequate provision of
 
agricultural raw materials to the agro-industrial sector. Within the vural
 
sector, the modernization of agriculture will be carried out and incentives
 
will be given to expand livestock and forestry activities.
 

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 appropriate 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 evacuation and
 
marketing of food and cash crops.
 

To raise the living standard, efforts will be devoted to achieve an
 
orderly urbanization process, "he 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 emphasis to those technical
 
trainings which are most adapted to Cameroon's overall developmental needs.
 
Short-term technical training will be instituted. The decentralization of the
 
university system will be pursued. University programs granting professional
 
degrees will be created.
 

In the health sector, the foci will be on preventive medicines and on
 
primary health care with the objective of providing health services to the
 
entire population in the year 2000. The provision of social services to needy
 
Cameroonians and to young children will be reinforced. 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 average annual rate of growth of
 
approximately 6.7 percent and, by 1991, the agriculture/livestock/forestry/
 
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 implementation cosz of the Sixth Development Plan will anount. to
 
approximately FCFA 4,148 billion (USS 13.8 billion) in constan: 
193Z-33 prices
 
or FCFA 6,000 billion (USS 20.0 billion) in current 1985-86 prices. Given the
 
priority areas identified above, the allocation of those develoonen:al fands
 
will be:
 

- 26.1 percent for the rural sector,
 
-
 20.0 percent for the upgrading and development of all aspects of
 

the transportation 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 Plan, 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 Biya

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 (USS 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 exports and depressed
 
international prices for oil, 
cocoa, coffee and cotton, it is anticipated that
 
the actual average annual growth rate for the 1986-1 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 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 1937-91 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 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 3.8 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.
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:t is common>y acknowledged that stagnant oductivity in :7,e
 
traditional food 3rzp wniCh rearly all of camero s :food
sector, produces 
needs and approximately 45 percent of zotal gricu.:ural expor:s, are
 
traceable to a scarcity of appropriate high yield technologies and =npu:s, a

scarcity of laoor (partially due to a signriicant rural-to-urban mic:ation),

the near inexistence of a func:roning extension system and a limited private 
distrioution/marketing system.
 

Under those conditions, any attempt to raise output or productivity in 
the food crop sector will be extremely chillengirg and time cons.uming. in 
view of the difficulties involved in raising productivi:y in the food croo 
sector, MNAGRI launched in July 1986, with FAO support, a program aimed to
 
increase food production via the expansion of acreage. The EAMI program

('Promotion des Exploitations Agricoles de Moyenne Importance'/Promotion of
 
Medium Scale Agricultural Units) is focused on the traditional sector
 
identified above.
 

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 creation of new plots (clearing the land and building access
 
roads and drair:age facilities) and 53.6 percent of total program cost to
 
subsidized credits.
 

Assuming that the EAM-7 program will be 
fully and successfull>
 
implemented, an increase of 50,000 na of culzi,;ated 
land in :he traditional
 
sector, where the cultivaced area was estimated 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 problem in Cameroon. What
 
is needed in 
the GRC's food crop sector action program are policies which
 
would lead to higher yield/productivity in the 1,806,000 ha of land already
 
under cultivation. USArD/Cameroon's attempts to introduce high yield seed
 
varieties, improved farming practices, fertilizers (under the proposed 1987
 
AEPRP Fertilizer Initiative) and a working extension system (in collaboration
 
with the World Bank and FAO) constitute critical actions to raise productivity
 
in existing farms of the food crop/traditional sector.
 

In the cash/export crop settor, numerous oostacles need to be
 
eliminated to achieve meaningful production increases. MINAGRI recently

published a report which indicated that the principal deterrent to increases
 
in cocoa and coffee nas teen insufficient producer incentive granted by low
 
controlled fa:m gate prices and premiums. USAIDCameroon is in agreement with
 
this interpretation. Even though producer prices were raised by about 40
 
percent from 1980 to 1986 and bonuses were granted, producers have not
 
responded to GRC's expectations. Furthermore, as it was indicated earlier,

the GRC has kept the !986-87 producer prices and bonuses for :ocoa and coffee
 
unchanged from their 1935-86 levels. 
 Thus, the GRC chose in 1986-37 not to
 
grant additional incentives to export/cash crop producers to expand output.
 
USAID/Cameroon addressed this issue of producer incentive in its proposed
 
AEPRP Fertilizer Initiative.
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Beside producer prices and bonuses, problems in the exporz;:ach zrp
 
sector were further exacerbated by the age of the cocoa ind coffee 
 re-s,

labor scarcity, advanced age of farm labor ind 
a need to upgrade :he rzai
 
network and the domestic marketing system to ensure an expeditious and
 
exhaustive evacuation/processing of 
cocoa and coffee from remote areas.
 

As in the food crops, the GRC intends to raise output in the

export/cash crop sector by expanding acreage instead of dealing with
 
yield/productivity in existing farms and plantations. 
 Indeed, under the
 
initiazive of GRC's National Produce Marketing Board ONCPB, a program to
 
promote the creation of large scale plantations - PIND (Proet 4es
 
Plantations :ndustrielles) - is being implemented. 
 Under the PL:ND program,

ONCPB will require accredited private cocoa and coffee exporters to invest in

the creation of large scale cocoa and coffee plantations as i condition to 
preserving their export quotas (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 export quotas to accredited exporters on a

yearly basis). 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 before they bear fruit.
 

Assuming that ONCPB/MINAGR: will successfully implement the PLIND
 program, USAID/Cameroon estimates that approximately 60,000 ha will 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 7.3 percent. 
 instead of
focusing on increasing the area under cultivation, the GRC sholrld attempt to
 
raise productivity in the existing plantations via increased producer

incentive, regeneration of the trees and greater and better use of
 
fertilizers. USAID/Cameroon addressed the issues of producer 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 materials to suostitute for imported

products. A sluggish performance of the agricultural sector during the
 
1987-91 period will affect the supply of 
raw materials to the agro-industry

and will, 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 all plagued

with poor management and inetficiency. Privatization of many SNI owned
 
companies has been announced and the lieraliza:ion of prices of loca-ly

manufactured products is being disc-issed. 
 The privatization process will be
 
difficult and time consuming and it will 
ta~e several years before 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 foresight through

the conception of 
the EAMI and PLIND programs, the expressed 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.
 



Fur:hermore, USAID/Cameroon bel.ieves :.hat the currenyplanned
 
programs and policy reforms are not signify:ant enough in scale to enable
 
agriculture to become tne engine of growth 9f the Cameroonian econom,.,. 
 WIhat 
ia needed ar4 policy measures to imp rove Productivityi-lid on existing 
food/cash crop farms (such as greater and more a=oropriate use of fertilizers,

the introduction of new seed varieties as 4ell as improved agricultural
 
practices and the institution of a working extension system) and a sound
 
pQlicy environment which is conducive to the introduction/application of new
 
technological advances and tj private investments into the r:ural economy.
 

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:PRz.:TVTruong: saa:8/8/87:O21G(pl-17)
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U~NE: s
 

rIrTIAL ENVIRO0NMEN1TAL EXAM:NATION 
OR
 

CATEGORY EXCLJUSON
 

Country:' Cameroon
 

Title of Activiry: Africa Economic Policy AReform program (AR2)
 

Project No.: 631-0063
 

Funding: FY 1987 - $9.0 million($20.0 million LOP)
 

IEE Prepared By: Gary R. Cohen, Mission Environmental Officer.
 

Environmental Action
 
Recommended: Categorical Exclusion
 

Discussion: This activity meets the criteria for a Categorical Exclusion in
 
accordance with Section 216.2(c) of AID Regulation 16 and is therefore
 
excluded from further review. A cash grant of $7.5 million will be provided
 
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, and insure a
 
commercial credit program for more economic procurement 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 fertilize:
 
utilization. The field demonstrations would include trials of high analysis
 
fertilizer mixtures on locally grown crops.
 

The use of the cash grant funds is not tied to either financing specific
 
commodities or for a specifically ilentifiable 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)(I)(i) is the
 
criteria for a categorical exclusion. The technical field demonstrations and
 
costs of production studies will entail no construction activities and,
 
therefore are excluded from further review on the basis of section
 
216.2(c)(i)(iii) and section 216.2(c)(2)(iii), which refer to 'research
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activities which may have an effect on 
the physical and natural environment
 
but will not have a significant effect as a result of 
limited scope, carefully
controlled nature and effective monitoring = 
and 'analyses, studies, academic
 
or researcn workshops and meetings, 
respectively. /I
 

App rovecd- % 
jav '~~joh Son, 
Di/ector, XUSA7D/Cameroon
 

Disatproved:____________
 

Date:
 

Clearance :RLO:BBryant:
 

41
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5C(3) STANDARD ITEM CHECKLIST
 

Listed below are the statutory items which
 
normally will be covered routinely in those
 
provisions of an assistance agreement dealing

with its implementation, or covered in the
 
agreement by imposing limits on certain uses of
 
funds. 
 ~. 

These items' are.a-rranged under the general

headings of 
(A) Procurement. (B) Confrtruction.
 
and (C) Other Restrictions.
 

A. 	 PROCUREMENT
 

1. 	FAA Sec. 60 2(a). Are-there arrangements
 
to permit U.S. small business to Yes'

participate equitably in the furnishing 
 Y

of commodities and services financed?
 

4 , 2. FAA Sec. 604(a). Will all procurement be
from the U.S. except as oLhewise­
determined by the President or 
under 
.	 - Yes
od.-. eleg a t i on fr o m ij i r:?
 ".' 


3. 	FAA Sec. 604(d). If the cooperating

country discriminates against marine
' insurance companies authorized to do 

:
 . business in the U.S., will ccmmodities be
i " insured in the United States against. 
 ..

• marine risk with such a company?
 

4. 	FAA Sec. 604(e); ISDCA of 1980 Sec.
i < ;:705(a). If non-U.S. procurement of .
i:!-" agricultural commodity or 
product thereof , .
 

is to be financed, is there provision
against such procurement when the 	 N/A
i: ' ';	 ­n
 domestic price of such commodity is less 	 . .'- ,.
 

than parity? (Exception where commodity
?: .-. financed could not reasonably be procured­
'.: .... in U.S. ) . . . . 

5. 	FAA Sec. 604(). Will construction or
 
engineering services be procured from
 
firms of advanced developing countries
 
which are otherwise eligible under Code 
 N/A

941 	and which have attained a competitive

capability in international markets in
 
one of these areas? (Exception for those
 

. 

"' -: " - - ". - . . . . ".::: ' " ' " ' " . " . " " . . .. . . . ". , . . . . . . . . -. - -, 
'

.. 
', ; 

"- " " ­



countries which receive direct economic
assistance under the FAA and permit
United States firms to compete for
construction or 
engineering services
financed from assistance programs of

these countries.)
 

6. FAA Sec. 603. 
 Is the shippingexcluded

from compliance with the requirement in
section 90.lb) of the Merchant Marine Act 
,of 1936, as amended, that at 
least
50 perctnt of the gross tonnage of
commod.ties 
(computed separately for dry
bulk'carriers, dry cargo liners, and
tankers) financed shall be 
transported on
privately owned U.S. flag commercial
vessels 
to the extent such vessels are
available at 
fair and reasonable rates?
 

7. FAA Sec. 621(a). 
 If technical assistance
is financed, will such assistance be
furnished by private enterprise 
on a
contract basis 
to the fullest extent
practicable? 
 will 	the facilities and
resources 
(f other Federal agencies be
utilized, when they are 
particularly

suitable, not competitive-with-private

enterprise, and made ava-ilable without
undue interference with domestic programs?
 

8. International Air Transportation Fair
Competitive Practices Act, 1974. 
 If air
transportation of persons 
or property is
financed on 
grant 	basis, will U.S.
carriers be used to 
the extent such

service is available?
 

-9. 	 FY 1987Continuing Resolution Sec. 504.
If the U.S. Government is 
a party to a
contract for procurement, does the 

contract contain a provision authorizing
termination of such contract for the
convenience of the United States?
 

10. 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 Executive order)?
 

Yes
 

TA through-,SA Firm 

Yes
 

Yes;
 

Yes
 
Yes 



B. CONSTRUCTION
 

1. FAA Sec. 601(d)" If capital (e...
construction) project, will U.S.
engineering and professional services be

used? 
 -

2. FAA Sec. 611(c). If contracts for
construction are 
to be financed, will
they be let 
on a competitive basis to
maximum extept practicable?
 

3. FAA Sec. 620(k). 
 If for construction of
productive enterprise, will aggregate
value of assistance to be furnished by
the U.S. not exceed $100' million (except
for productive enterprises in Egypt that
were described in the CP), 
or does
assistance have the express approval of

Congress?
 

C. 
OTHER RESTRICTIONS
 

I. FAA Sec. 122(b). If development loan
repayable in dollars, is interest rate at
least 2 percent per 
annum during a grace
period which is not to exceed ten years,
and at 
least 3 percent per annum

thereafter?
 

2. FAA Sec.301(d. 
 If fund is established
solely by U.S. contributions and
administered by an international 

organization, does Comptroller General

have audit rights?
 

3. 
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 
assists the foreign

aid -projects or 
activities of 
the

Communist-bloc countries?
 

N/A
 
NA
 

N/A
 
A'
 

N/A
 

N/Al-q
 

Yes
 
Y
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4. Will arrangements preclude use of 
financing: 

a. FAA Sec. 104(f); FY 1987 ContinuingResolution Secs. 525. 540. (1) Topay for performance of abortiona as a method of-family planning or.tomotivate or coerce persons topracti'ce abortions: (2) to pay forPerformance' of involuntary
sterilization as method of familyplanning, or to coerce or providefinancial incentive to any person toundergo sterilization; (3) to pay forany biomedical research whichrelates, in whole or part, to methods or the perfbrmance of abprtions orinvoluntary sterilizations as a meansof family planning: or (4) to lobby
for abortion? 

Yet 

b. FAA Sec. 483. To make reimburse­bursements, in the form of cashpayments, to persons whose illicit 
drug crops are eradicated? 

Yes 

C. FAA Sec. 620(g). To compensate
owners for expropriated ornationalized property, except tocompensate foreign nationals in
accordance with a land reform programcertified by the President? 

Yes 

d. 

e. 

FAA Sec. 660. To provide training,advice, or any fina..cial support forpolice, prisons, or other law 
enforcement forces, except for
narcotics programs? 
FAA Sec. 662. For CIA activiti,'s? 

Ye4 

Yes 
t. FAA Sec.636(i). For purchasi, sale,long-term lease, exchange or .juarantyof the sale of motor vehicles 

manufactured outside U.S., unless awaiver is obtained? 

.Y-Te' 

g. FY 987 Continuing Resolution Sec.503. To pay pensions, annuities,retirement pay, or adjusted service
compensation for military personnel? 

'Yes 



- 21 ­

h. 
FY 1987 Continuin 
Resolution Sec. 505,
To pay U.N. assessments 
 arrearages or 
 Yes
dues?
 

*i. FY 1987 Cont-inuin- Resolutidn Sec. 506.
*To carry out provisions of FAA section
209(d) (transfer of FAA funds.,to 

multilateral organizations for lending)? 

Ye.
 

j. FY 19187 Cbntinuing Resolution*Sec. 510.
To fin4nce the export of nuclear
equipment, fuel, 
or technology? 

Yea'
 

k. 
FY 1987 Continuing Resolution Sec. 511.
For the Purpose of 
aiding the efforts-of
the government of such country to 
represE
the legitimate rights of, the population 
Yes'
 

of such country contrary to 
the Universal
Declaration of Human Rights?
 
1. 
FY 1986 Continuin 
 ResolutionSec. 516.
TO be used for Publicity or propaganda
 

purposes within 
US. not authorized by
Congress?
 



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 applica-l-e 
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
 

1. 	FY 1987 Continuing Resolution Sec. 523;

FAA Sec. 634A. Describe how
 
authorization and appropriations 
committees of Senate and House have 
been or will be notified concerning 
the 	project.
 

2. 	FAA Sec. 611(a)(2). If further
 
legislative action is required within
 
recipient country, what is basis for 

reasonable expectation that such action
 
will be completed in time to permit

orderly accomplishment of purpose of the
 
assistance?
 

3. 	FAA Sec. 209. 
 Is assistance more

efficiently and effectively provided

through regional or multilateral 

organizations? 
 If so, why is assistance 

not so provided? Information and
 
conclusions on whether assistance will
 
encourage developing countries' to
 
cooperate in regional development
 
programs.
 

CN. submitred 

N/A
 

The proposed policy
 
reform is unique to
 
Cameroon
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4. 	FAA Sec. 601(a). Information and
conclusions on whether assistance will 
 This 	progr- will provide
encourage efforts of the country to: 
 strong b._-fits to the
(a) 	increase the flow of 
international private sector and improve
trade: 
(b) 	foster private initiative and 
 the business environment
competition: 
(c) 	encourage development for cooperatives.
and 	use 
of cooperatives, credt.,'unions,

and savings and loan associations;

(d) 	d-l'scour~ge monopolistic practices;

(e) 	improve technical efficiency of
industry, agriculture, and commerce; and

(f) 	strengthen free labor unions..
 

5. 	FAA Sec. 601(b). Information and
conclusions on how assistance will 
 The improved business
encourage U.S. private trade and environment for fertilizer
investment abroad and engourage private 
 marketing may create an
U.S. participation in foreign assistance 
 opportunity for U.S. joint
programs (including use of private 
trade 
 ventures in ertilizer
channels and the services of U.S. private 
 marketing

enterprise).
 

6. 	FAA Secs. 612(b). 636(hl; FY 1987

Continuing Resolution Secs. 
507, 509.
Describe steps taken 
to assure that, to 
 N/A.
the 	maximum externc 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 

NO
 

made for its release?
 

8. 	FAA Sec. 601(e). Will the assistance
utilize competitive selection procedures 
 Completion with the rules in
for 	the awarding of contracts, except 
 effect by the Small Business
where applicable procurement rules allow 
 Administration
 
otherwise?
 

9. 	FAA 121(d). If assistance is being

furnished under the Sahel Development

Program. has a determination been made 
 N/A
that tt3 host government has an adequate

system for accounting for and controlling

receipt and expenditure of A.I.D. funds?
 

10. 	FY1987 Continuing Resolution Sec. 512.
Is disbursement of the assistance 

conditioned solely on the basis of 

N6
 
the


policies of any multilateral institution?
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B. FUNDING CRITERIA FOR NO PROJCT ASSISTANCE 

1. onproject Criteria for Economic Supor-t..
Fund 

a. FAA Se. 531(a). Will thiassistance promote economic and politicalstability?. To the maximum extentfeasible. is this assistance consistentwith the policy directions, purposes, and programs of .Part I of the FAA? 

b. FAA Sec._531(e). Will assistanceunder. this chapter be used for military
or paramilitary activities? 

I 

C. FAA Sec. 531(d). Will ESF funds madeavailable for commodity import programsor other program assistance be used to.generate local currencies? If so, will at least 50 percent of such local
currencies bA available to supportactivities consistent with the objectivesof FAA sections 103 through 106? 

d. ISDCA of 1985 Sec. 205. Will ESFfunds made available for commodity
import programs be used for the purchaseof agricultural commodities of UnitedStates-origin? If so, what percentage ofthe funds will be so used? 

No 

NIA 

NtA 

e. ISDCA of 1985 Sec. 801. If ESF fundswill be used to finance imports by anAfrican country (under a commodity importprogram or sector program), will theagreement require that those imports beused to meet long-term development needsin those countries in accordance with thefollowing criteria? 

(i) spare parts and other imports:shall be allocated on the basis ofevaluations, by A.I.D., of the
ability of likely recipients to usesuch spare parts and imports in amaximally productive, employment
generating, and cost-effective way; 

N/A, 
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(ii) 
 imports shall
With investments be coordinated
the recipient in accordance
countryls with
Plans for
Promoting economic development.
A.I.D. shall assess such Plans 
 xlA
 
determine Whether they will 

to .
 
effectively promote economi,
 
developmdnt;
 

(ifi) 
.emphasis 
shall be Placed
imports for agricultural on
Whjc 2 activities
Production
will expand agricultural
Particularly 

activities
which expand Production


Production N/A
for export
to or
imported reduce reliance
agricultura on
 
l Products;
 

(iv) 
 emphasis'shall 

on a distribution also be Placed
broad development 
of imports having
impact in terms of
economic a
sectors and geographic N/A
 
regions;
 

Cv) 
 in order
likelihood to maximize the
that the imports
by the United States under the ESF 

financed


chapter 
are in addition N/Ar,

to imports
Which Would otherwise
consideration 
 Occur,
 

historical shall be given to
patterns of foreign
exchange 
uses;
 
(vi)(A) 
75 percent of the foreign
..currencies generated by the sale oZ
 
such imports by the government

Special of the
Country shall be deposited in a
 

account established
government 
 by that 

subparagraphand, except as provided in 

N/A

(B),
only for 
 shall be available
use in accordance
agreement 
 with the
activities for economic development
Which are 
consistent
the Policy directions With
of section 102
 

Of the FAA and which
activities are the 
types of
for which assistance
be provided under sections 103 
may


through 106 of the FAA;
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(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. JSDCA 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? If so. has the
 
President certified that such country

(1) is a party to the Treaty on the
 
Non-Proliferation of Nuclear Weapons 
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 Section 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 available)?
 

N/A
 

N A 

yes
 



-6­

2. 
Nonoro'ect Cr"teria for Development

Assistance
 

••N/A
a. 
FAA Secs. 102a). 
 I 113 281(a)
Extent to which activity will 
(a)
effectively involve the poor in development,
by expanding access This program will provide
to economy at 
local
level, increasing labor-intensive-groduction an improved fertilizer

and the Supplyuse of appropriate technology, to small farmers,
spreading investment out using their cooperatives
smll towns and 

from cities torural areas, where appropriate. Aandwide partiaipation insuring significant portionof the poor in the of thesebenefits of development small farmers are women,on a sustained
basis, some asiusing the appropriate U.S. head of the resident 
institutions; household.(b) help develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help
themselves toward better life, and otherwise
encourage democratic private and 
local
governmental institutions; 
(c) support the
self-help efforts of developing countries;
(d) promote the participation of 
women in
the national economies of 
developing
countries and 
the improvemcnt of women's
status; and 
(e) utilize and encourage
regional cooperation by developing countries!
 
b. 
FAA Secs. 
103 103A 104 
 105 106
120-21. 
 Is assistance being made available
(include only applicable paragraph which
corresponds to 
source of funds used; 
if more
than one 
fund source is used for assistance, 

N/A

include relevant paragraph for each fund
source):
 

(1) (103] for agriculture, rural
development or nutrition; 
if so
(a) extent to which activity is
specifically designed to This program wouldincrease fall inproductivity and income of rural poor; 
Category c because of its
however the indirect benefits(103A] if for agricultural research,
account shall be o the indrect betaken of the needs of 
 to the rural poor will besmall farmers, and extensive use of field 
 appreciable.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 
increased production of
crops with greater nutritional value;
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improvement of planning, research, and
education with respect to nutrition,
particularly with reference to 
improvement
and expanded use 
of indigenously produced--.
foodstuffs; and the undertaking of 
pilot or
demonstration programs explicitly addressing
the problem of malnutrition of po~ot
vulnerable people; and
and (c) extent to which
a..tivity'increases national food security by
izgproving 
food policies and management and
by strencyhening national food reserves,
with particular concern for the needs of 
the
poor, through measures encouraging domestic
production, building national food reserves,
expanding,available storage facilities,
reducing post harvest food 
losses, and
improving food distribution.,
 

(2) (,104] for population planning under
Sec. 104(b) or 

so, 

health under Sec. 104(c); if
extent to which activity emphasizes
low-cost, integrated delivery systems for
health, nutrition and familtoy 
-If
the poorest people, with particular 
N/A
 

attention to 
the nee..: of mothers and young
children, using paranL.dical and auxiliary
medical personnel, clinics and health posts,
commercial distribution systems, and other
modes of community outrearch.
 

(3) (105] for education, public
administration, or 
numan resources
development; 
if so, (a) extent to which
activity strengthens nonformal education,
makes formal education more relevant,
especially for rural families and urban
poor, and strengthens management capability
of institutions enabling the poor to 
NA
 

participate in development; and (b) extent
to which assistance provides advanced
education and training of people of
developing countries in such disciplines as
are required for planning and implementation
of public and private development activities.
 



--

(4) (1061 
for technical assistance.
research, reconstruction, and selected
energy,
 

development problems; 
if so, extent activity

is:
 

(i)(a) concerned with data collection
and analysis, the training of,-skilled
personnel, research on and development
of Suitable energy sources, and pilot
projects to 
test new methods .of energy
production; 
and (b) facilitative of
research on and development and use of
small-scale., decentralized, renewable
energy sources 
for rural areas,
emphasizing development of energy
resources which are environmentally
Acceptable and require minimum capital
investment;
 

(ii) concerned with technical
cooperation and development, especially
with U.S. private and voluntary, 
or
regional and international development,

organizations;
 

(iii) 
 research into, and evaluation.,
of, economic development prOcesses and
techniques;
 

(iv) reconstruction after natural or
manmade disaster and programs of
disaster Preparedness;
 

(v) for special development problems,
and 
to enable proper utilization of
infrastructure and related projects
*funded with earlier U.S. assistance;
 
(vi) for urban development, especially
small, labor-intensive enterprises,
marketing systems for small producers,
and financial 
or other institutions to
help urban poor participate in economic,
and social development.
 

N/A
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(5) f120-2i] 
for the Sahelian region;
SO, (a) extent to which there is 
if
international 
coordination
and implementation; in Planning


Participation 
and-
Support by African countries and
organizations 

in determining development
priorities; and 
a long-term, mirti-donor
development plan which calls for
equitable burden-sharing
donors; with other
(b) 'has a determination-been 


made
'that thq host government has an adequate
system for accounting for and controlling
receipt and expenditure of
(dollars projects funds
or 
local currency generated
therefrpm)?
 

C..FAASec.107. 
Is special emphasis placed
on use of appropriate 
technology (defined
relatively smaller, cost-saving, as

technologies that 

labor Using 

appropriate for 

are generally most
 
businesses, the small farms, small
and small 
incomes of 
the poor)?

d.
whichFAAtheSec.2 81(b).activity Describe extentr~counizes the toParticularneeds, desires, and capacities of
of the. country; the people 

intellectual 

Utilizes the country's

resources to 
encourage
institutional 
development; 
and supports
civic education and training in skills
required for effective participation
governmental 
and political in
 

esseatial processes
to self-government.
 
e. FASec 
I01(). 
Does the activity give
development of economic 


reasonable Promise of contributing 
to the
resources, 
or to the
increase of productive capacities and
self-sustaining 

economic growth?
 

N/A
 

The GRC has taken a special
interest in the design of
this program as 
a major

policy reform.
 

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 ("AI.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 disbursement and subject to the auailability of
 
funds. In consideration of the Grant, the Grantee agrees to the
 
Following:
 

- 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.
 

SECTION 1.2: Incremental Funding A.ID.'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.
 



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
Grantee. All interest earned by the Grantee on 

the
 
such account


shall be used only For those purposes 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;
 



(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 been opened in the name of the Government of
 
the Republic of Cameroon and specifying the number of the
 
account,
 

(u) 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.
 



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
eff ective 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 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 1989 
crop year,
 

(b) Provide evidence, 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 year,
 

(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 and 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 authoried
 
representatives 
the right to inspect such books and records at all
 
times as AI.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 -o the Special Account within ninety (90) days 
after
 
receipt of a request therefor.
 

€a 



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 rati of the U.S. Gouernment's Disbursing Agent,
the U.S. Treasury, through its authorized Disbursing Officer in
Paris, France. As used in the precedent sentence, "highest ra.te..
 
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 AI.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 be 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. 
 rhe 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
 



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 uncs.-
 the lawsin effect in Cameroon.
 

(b) 
The Grant will not be used to finance military,

paramilitary or police requirements of any kind, including

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.
 

(c) 
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 systematically 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.
 

(g) 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.
 



(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. In 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 t1his 
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 any

of its agencies;
 

then A.I.D. may suspend or cancel this Agreement.
 

http:quantities.of


SECTION 7.3: Cancellation by A.I.D. iF, 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.I.D. under this 
Agre.ement will be. co-nstrued...asa.....
 
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 relevant
 
to this Agreement, the Grantee will be represented by the
 
individual holding 
or acting in the office of Minister of Plan and
 
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
 

To A.I.D.:
 

Mail Address:
 
Director
 
USAID
 
B.P. 817
 
Yaounde, Cameroon
 



All such communications will be in English or French unless the
 
Parties otherwise agree in writing. 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.
 

SECTION 8.5: Language of Agreement. This Agreement is
 
prepared in both English and French. In 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 America,
 
each acting through its duly authorized representative, have
 
caused this Agreement to be signed in their names and delivered, as
 
of the day and year first written above.
 

THE UNITED STATES OF AMERICA
 

By: 
 BY:
 

Name: Mark L. Edelman Name: Jay P. Johnson
 

Title: Ambassador Title: Mission Director
 



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

licens.ing 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
 



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 is
 
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 the

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 Suosidy 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 improve the reform program for the 
subsequent
 
crop 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,

program has been setup to carefully monitor its 

The
 
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 departments For processing
of loans For Fertilizer importation and distribution on
commercial terms,
 

- Functional Subsidy ProgramF-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,
 

Effective 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 least

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 year
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 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 oi the
 
Fertilizer Credit Fund.
 

The Budget
 

The Fertilizer Subsector Reform Program
 

First Disbursement $5.0 million o/a Nov 1987
 
Second Disbursement 2.5 million o/a Mar 1988
 
Third Disbursement 2.5 million o/a Nov 1988
 
Fourth Disbursement 3.0 million o/a Nov 1989
 
Fifth Disbursement 4.0 million o/a Nov 
1990
 

The Fertilizer Subsector Studies'and Monitoring
 

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