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Dze ndzo ene moni eyol dzina?
What brings money nowadays?

Mekaba m'mo mene moni eyo] dzina
Cocoyams bring money nowadays

Ndze ndzo ene moni eyo)] dzina?
What brings money nowadays?

Bikon mbié bine moni eyo] dzina
Plantains bring money nowadays

A nnom wam, no) fa
Then my dear husband, take your machette

Beti folksong reflecting the
current awareness of the
economic importance of food
CLOpS.
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I. INTRODUCTION

The Republic of Cameroon (RC) covers, in Central-West Africa an area of
475,000 km2 about one third of which is devoted to farming ad stock-
raising. The country stretches across 1,500 km froélthe southern eguatorial
forest to the northern savanna., The diversity of its climate, accounts for
the large variety of crops produced in the country and which may be clas-
sified in many overlapping cateqgories according as they are destined to
exportation or to local consumption, or as they are grown traditionally on

small farms or on large plantations by the agribusiness sector. Here we

only consider these products as food or non-food crops.

Food crops generally include:
~ Cereals (maize in the forest and highland region, sorghum in the North,
rice on governmeat sponsored projeccts like SEMRY or SODERIM, wheat on pilot

proiects like SODEBLE):;

- Edible Fats and QOils (palin 0il which is traditionally produced in the

southern region from the exploitation of natural palm oil groves, ground-

nuts, cottonseed and sesame oils produced in the North.);

- Fruit and Vegetables (bananas, oranges, pineapples, tomatoes, etc...);

- Leguminous grains such as bambara nuts, beans, cowpeas and groundnuts in

v

the North and West: (soybean is being introduced); and

- A variety of Tubers {(cazzava, cocoyams, plantains, sweet poltatoes, taros

and yams).
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The non-food crops include coffee, cocoa, cotton and rubber. These are
mainly classified as export crops even though some of the food crops are

also exported (bananas, palm oil for instance).

In Cameroon, agriculture has always been and remains a very important
sector of the cconomy. Indeed, this sector used to provide about 70 percent
of the country's foreign exchange earnings without counting oil's revenues.
Although this contribution has fallen below 28 percent, agriculture skill
provides annually 30 to 40 percent of budget revenues, employ a little over
70 prrcent of the working population and accounts for about 26 percent of
GDP (the industrial sector's share is about 27.8 percent). The Government of
the Republic of Cameroon's (GRC) agricultural policies seem guided by two
major objectives, namely (1) the achievement of self-sufficiency in food
production and (2) the strengthening of the country's capacity to earn
foreign exchange. The first objective reflects the government's concern
over the growing size of Camerovnian populdatiun {abuui 3 williiouw o 15383},
its patterns of migration, and the possible implications of these two
E;ctors on food productioﬁ. In fact, it has been projected that by the year
1990, all foods considered, Camcroon would have moved from a position of
relative self-sufficiency to that of a deficit, a situation which is not
congruent with the governmen.'s strategy to make of Cameroon the 'Granary.of
Central Africa®. The government considers world food markets unreliable and
costly sources of food supply, and reliance upon food imports a blow to
national pride. As for the sccond objective, the GRC expects to achieve it
through the sale of export crops. This is understandable in view of the

fact that historically agriculcure has played a very important role in

financing the rest of the economy. However such a strategy has its own
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linitations given the low elaskicities of demand <haracterizing most export

crops.

To achieve the above mentioned objectives, the GRC has Iormulated and
implemented a set of policies through its specialized agencies and various
ministerial departments. These policies may be classified into two qroups:
The first group comprising those measures aimed at effecting a substantial
increase in productivity coupled with some structural changes (e.g. land
reforms, promotion of large scale farming, mechanization, modification of
state farming, to name a few) and the second group of policies consisting
essentially of a series of producer incentives in the form of pricing and

subsidies.

Currently, market forces determine the price for products accounting for
about 80 percent of the value of agricultural production., Howevei, the
ort crops cuch ag
cocoa, coffee, cotton and rubber, and import substituting crops such as palm
0j.1, rice =and wneat-are regulated by the government. These crops make up
about 20 percent of the value of agricmnltural production. In the case of
cocoa and coffee, for instance, official prices are paid directly to
farmers. As for the other crops produced by parastatal organizations, these
institutions receive from the government agreed wholesale prices.and in turn
pay subcontracting farmers farm-gate prices which take into consideration
both administration and production costs. These pricing schemes will be

considered in detail in the body of the report.
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The most important institution in charge of the implementation of

pricing policies Eor export crops is the National Produce Marketing Eoard

(NPMB) more commonly known as "Office National de Commercialisation des

Produits de Base" (ONCPB). Its jurisdiction covers cocoa, coffee, coktton

and groundnuts (palm kernels are not exported anymore). Other institutions
are mostly product specific and are given almost complete monopoly to sell

their product directly to the world market. These institutions are:

- The Cameroon Banana Orgaznization more commonly known as "Organisation

Camerounaise de la Banane" (0CB).

- The Cameroon Development Corporation (CDC) for the sale of tea, pepper,

palm products and rubber,

- The Cameroonian Palm Groves Corporation also known as "Société Cameroun-

aise de Palmeraies" or SOCAPALM concerned with processing and the sale of

palm products.

- The Cameroon Rubber Developwent Corporation or "Société de D&veloppement

Heve. -Caneroon” (HEVECAM).

-~ The Cameroon Tobacco Corporation known as "la Hociété Camerounaise des

Tabacs" (S.C.T.).

- And finally the colton firm or "Société de Developpement du Coton more

commonly known under its acronym SODECOTON
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Even though food prices are not directly reqgulated by the Covernment,
they do however fall under the juricdiction of a few governmental agencies,
namely ;hc Directorate of Prices, Weights and Measures or " Direction des

Prix, Poids ot Mesures”, The Food Development Authority or "Mission de

Dévaloppement des Cultures Vivridres, et Fruitiores (MIDEVIV) and thz Cereal

Office or "Office Cdréalier”. The requlation of impoct substituting cceps

is implemented by the Ministry of Commerce.

The National fund for Rural vevelopment known as "Fonds National de

Developpement Rural™ (FONADER) is the key instistution in matters of input

subsidies and loans to the agricultural sector.

In view of the newly proposed GRC's strategy (as outlined in the Fifth
Five Year Developement Plan) to extend pricing policies to the food crop
sector, it is becoming increasinqgly important in the context of Cameroonian
economy, to find out the extent to which farmers respond to pricing and

other incentives set forth by the government.
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11. STUDY PURPOSE AND THEORETICAL FRAMEWORK.

The underlying prirciple of the GRC's pricing is that prices should be
set in such a way as to encourage farmers to produce enough to meet the
demand without triggering urban food price incceases and an unnecessary

drain on the national budget.

At this point in time it is not clear what impact, if any, the govern-
ment's incentive package has had on the level and pattern of agricultural
production. This study purports to address this and related issues, with
the view to using the findings in assessing the potential viability and
relevance of these policies in food crop production. More precisely,
special attention will be paid to the nature and types of both current and
proposed price and subsidy incentives set forth by the government to influ-~
ence the level and pattern of food crop and nor food crop production and on
their impact, botn actual and potential, upon tne agricultural sector. In
order to fully appreciate this latter dimension, it is important to f£ind out
whether or not addgtional and/or better suited resources were moved to the
agricultural sector as a result of the current incentive program, whether or
not such a resource transfer was followed by an increase in preduction, and
whether such an increase could reasonably be accounted for by such factors.

In other words, the researcher will seek to determine:

(a) the extent to which resource owners and crop producers are res-—

ponsive to price and other signals;

(b) The opportunity cnst involved in such a resource transfer and the
possible inefficirncies resulting from many distortions that

government intecvention may introduce in the system,
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This concept of opportunity cost will gnide the formulation of
recommendations relative to tle activities that the government should pursue

and those it should transfer to the private soctor.

In order to analyze these two components, a simplified model of the
agricuitural sector will be used, consisting of three Lypical intervening
agents, cach endowed with a limited set of resources to be allocated ror the
achievement of specific objectives. These agents are: the farmer or
agricultural producer, the consumer of the agricultural output and the

government.

1. The farmer has to allocate productive resources between the production
of food crops and non-food crops so as to achieve the highest income
pocsible, under technological (i.e., bearing in mind input-output relation-
ships) and markcting constraints. Further, the income derived from the sale

- L7
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assume that the farmer's utility is a function of two variables: leisure and

the consumption level of all other gnods and services.

2. The consumer of the aqriculturai output has to allocate his/her income
between agricultural and non-agricultural goods and services so as to maxi-

mize utility.

3. The government is involved with limited fiscal resources which it must

use judiciously to effect changes in tne producer behavior (and to keep the
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urban consumer happy) through a signal modification in both the input and
the output markets. Under ideal conditions, market prices signal the rela-
tive scarcity of certain products or resources. The qovernment jncentive
prograi is designed to increase the production of both food crops and non-
-fooed crops. In general, an inccease in production may result from an
increase in the quantity and/or improvement in the quality of the resources
used in the process. An increase in production may also be the result of a
more efficient use of the available inputs.

An attempt will also be made to analyze the pattern of production within
the framework of a production possibilty set defined in the food crop and
non~-food crop space. Technically speaking the question is whether the prod-
uction possibility frontier has shifted in a parallel or non-parallel fash-
ion whether incentive programs have favored food crops or non-food crops or

vice versa.

The scudy will thus include one section reviewing the various policies
for both food crops and non-f{vod crops and their implementation, another
wgerein thair impact is analyzed and the last one containing a sunmary of
tiie £irdings and recommendations. The supporting data and statistical

analysis will be found in Annex I.



III. RESEARCH METHODOLOGY,

The fundamental methodology used throughout the study has been the
interpretation of Eacts contained in various governmeat documents and pub-
lications as well as in relevant reports prepared by vatious development
organizations on the subjeck, the organization and abstraction of ideas gen-
erated tnrough meetings and informal discussions with government otficials
within the relevant ministries. It would have also been desirabl~ to in-
corporate the views and opinions of a sample Jf farmers from various regions
of the country and for selected crops to learn about some key variables
which influence their decision-making process, and their knowledge of and
perceived impact of the government policies. This researcher would have
also wished to cross check data (for their accuracy and possible
discrepancies) at their primary source and to update available information
through direct contacts with relevant government institutions with head-
quarters lacated antside af Yanundd. Disanssions with relavant anvernment
technical staff working in the field would have also provided a more rea-
listic appraisal of what is actually happening in the field, and of the
constraints experienced by field staff in their day-to-day implementation of
agricultural policies. Unfortunately, budgetary constraints precluded such
activities,

Rigourous statistical analysis was performed on the available data to
estimate growth rates of key variables (e.q. production, area under culti-
vation, prices, yields.) and some clasticities of supply for selected
crops. Through this process, specific hypotheses were tested, namely the
significance of the observed trends and of the responsiveness of the lavel
of production to the real producer price. An attempt was also made to test

for poassible changes in crop mix using proxies to measure opportunity cost.
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IV. FORMULATION AND IMPLEHENTATION OF THE VARIOUS POLICIES.
A, Pricing of Agricultural Output.

Since independence, the formulation of public policy in Cameroon
has been based on principles consistent with naéional cohesion, stability,
planned liberalism and incremental change. 'These ideas have had an impact
on agricultural policy in general and on pricing policy in particular. Up
to 1972, the GRC's agricultural policy was not significantly different from
that of the French administration. Emphasis was put on cash crops and on
strong, centralized institutions for policy implementation. But on
March 9, 1973, in Buea was launched the "Green Revolution" at the occasion
of an agricultural show. This represented a major policy reorientation in
the sense that the revolution concerned both cash and food crops and empha-

sized five major points namely:

(1) The search for price stability through international trade

agreements.

(2) The modification and the strengthening of external marketing

systems.
(3) The building of an agricultural credit system.
(4) Risk spreading through a diversification program that led to

the cultivation of oil-palm, rubber, banara, tea, sugar-cane and

rice,
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(5) Efforts at industrialization bhased on taw materials precessing.

The sccond point of the program led to the creation, in 1976, of the
NPMB (ONCP3), a key institution in the formulation and implementation of
pricing policies of the government. The NPMB is a merger between the
Produce Marketing Organization of f:he former West Cameroon and the various
stabilization funds of the former East Camerocn (for cocoa, coffee, cotton

and groundnuts). The most important functions of this institution are:

(1) To regulate and peg the producer price.

(2) To set up, control and strengthen marketing systems both with-

in the country and abroad.

(3) To take part in international conferences concerning the

important cash arops.

(4) To conceive and execute the plans capable of improving pro-~

duction both quantitatively and qualtitatively.

1. The Export Crops

We limit our investigation to the three most important export
crops, namely cocoa, coffee and cotton. All fall under the jurisdiction of
the NPMB (ONCPB) and their prices are fixed every scason by Presidential
decree., Two items are of interest here: Cameroon's position in the world

markets and the determination of the producer price.
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a.« Cameroon's position in the World Markets.

The World Price is the point of departure for the calculation
of the producer price. For most of its axport crops, Cameroon mist act as a
price taker since it cannot influence the prices of these crops dile to the
insignificance of its market shares. For instance, altnough Cameroon ranks
fifth on the list of world cocoa producers, it has no market power since its

production only represents about 8 percent of the world production.

Furthermore while these crops are harvested during a few months out of
the year, their world-wide conzumption is spread throughout the year. Thué
their markets are essentially future markets with room for speculation.
Indeed Jealers’ expectations are very important in price formation and
introduce a random component in the world price which explains why wnrld
prices tend to fluctuate so wildly and unpredictably. Powerless hefore such
uncertainty, the GRC has been relentlessly trying to contribute to the sign-
ing of an international cocoa agrecnent. The third one signed in 1980 is
thought to be a failure because of the lack of full support by two key play-
ers, Ivocry Coast on the producer side and the United States on the consumer
side. This agreement pegs the price per pound of cocoa beans between U.S.
$1.00 and $1.00 by means of a regulating stock which is financed by a levy
on the exports of member countries. World prices have generally been higher
for coffee than for cocoa. Since 1979, earnings on robusta coffec havé been
equal to or higher than carnings on exports of cocoa beans, but the quantity
of robusta has always been smaller than that of cocoa. World prices for

cotton have been very low.
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b. The Producer Price.

The producer price for these export crops (cocoa, coffee,
cotton) is fixed at the beginning of every campaign by Presidential decree
on the advice of the MHPMB. Its determination is quided essentially by the

general objectives of pricing policies, which are.

(1) To shelter the producer from erratic world prices.

(2) To earn the necessary foreign exchange to import goods and
services.

(3) To provide the gdovernment with necessary revenues to finance.
development projects.

(4) To promote rural development within the general framecwnrk of

national cohesion, stability and planned liberalism.

O
-
)
[a)
£
[
Fe
a:
<

Moty specifically seveu Laclons detevinin

price. These are:

(1) the world pcice which, as described above, is exogenous,
(2) development taxes, which are politically fixed,

(3) marketing costs,
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(4) the stabilization factor,
(5) Lthe level of subsidies,
(6) the exchange rate and

(7) finally the rate of inflation.

Thus, one may write: P = £ (w, d, m, s, k, X, r ) where P stands for
producer price, w, d, m, s, k, x, and r for world price, development taxes,
marketing costs, stablization factor, input subsidies, exchange rate and
rate of inflation respectively. 1Iadeed the price which is effectively
received by the producer of an export crop depends on the combined effect of

all these factors,

Dealers' expectations play a very important role in world price form~
ation and introduce uncertainty that governments try to cope with by creat-
ing stabilization boards such as the NP4B in Cameroon. 1In order for this
institution tn conkinune to Funckion as a stabilization fund, a reserve has
been set up for eaca crop. A variable fraction of the tax revenue is ear-
mazked for this reserve.. The stabilization factor has a negative effect on
the producer price siuce a levy must be imposed to make up a reserve. This
effect is similar to that of marketing costs and other levies. The higher
this factor the lower the producer price. More specifically the stabiliza-
tion mechanism works as follows: if the world price is higher than usual,
the increcase is split between the producer and the fund, the fund usually

getting the larger share; in other words, the reserve accumulated in pre-
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vious years is used to continue to pay the producuf a price which is at
least equal to the one paid during the previous campaign, In point of fact
the world price of cocoa has dropped steadily since October 1979 yeb the

producer price was increased from the 1979/1980 through the 1943/84 cam-

paigns.

In general, there are three key agents involved in produce marketing?
the NPMB, the cooperatives and the marketing agencies. The NPMB plays the
most important role in the murketing process. Being the sole agent autho-
rized to make foreiqn sales, this institution usually is the one to contact
foreign clients and conclude transactions., It also instructs the marketing
agencies to deliver the productL according to the terms of the contract.
These agencies are mostly responsible for inland marketing opcrations._ One
proposal contained in the Fifth Five-Year Plan is to promote the development
of cooperatives in order to climinate private marketing agencies. However,
it 15 lagoiiant Lo not
zation, function and efficiency between cooperatives of the English speaking
area and those of the Ffench speaking section. Indeed, the cooperatives in
the French speaking provinces of the country rely almost completely on
private agencies to fulfil their functions, while the other cooperatives
control the entire marketing process from the farm-gate to delivery at Ehe
NPMB in Limbe or Douala. The HPMB pays the agent according to {ts scale of
charges or ®"baréme” and marketing costs can be calculated directly on the
basis of these scales. Yet, it should be pointed out that marketing costs
are likely to be hiqgh in the absence of competitive pressures in the market-

ing process.
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As far as cotton is concerned, the NPHMY acts through another insti-
tution, the SODECOTOH, which purchases the unprocessed product from small
farmers for sale dicectly on the world macket, “This institution is a vert-
ically inteqgrated cowpany in chacge of the development of cotton product-
ion. Using extension workers, it supplies the farmers with various inputs
such as fertilizers, iasecticidey, herbicides and seeds for maize, ground-
nuts anc cotton., Furthermore it gins, grades and pro-esses seeds in its own
ginneries, oil mills and cefining plants. All the NPMB does is to peg the

price of cotton in exchange for a levy on SODECOTON's profits.

The subsidies received by farmers have a booster effect on the producer
price. Hence the common argument often made by the government that vnroducer
prices for export crops are not as low as they appear to he when one takes
into consideration subsidies received by the farmers and which do représent

a form of compensation.

Finally the exchange rate and the rate of inflation must be taken into
consideration in any detemination of the producer price since the bulk of
these produce is exported and most inputs are impurted. Because Cameroon
belongs to the FCFA zone, it does not have full control over the exchange
rate. However, the rate can become overvalued when domestic inflation is
higher than abroad or as a result of various import restrictions. In those
situations, the exchange rate may not reflect the true gcarcity of foreign
cichange. Such an overvalued exchange rate has the cffect of rendering.ex-
ports expensive and imported inputs less expensive. Wnat the net effect on

the producer price is may be the cubject of another study.
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2, The Focd Crop:.

As stated earller, the price of most food crops is determined
by the Eree play of demand and supply forces. However the GRC does have,
standing by, the authority to control all prices including food crops and in
fact does control the price of some import substituting foods. Let us now

consider the system in detail.
a. General Price Requlation

The general principles defining the GRC's powers to regu-
late price may be found in Ordinance No. 72/18 of 17 October 1972, amended
by Law No. 79/11 of 30 June 1979. This ordinance grants the government the
power to regulate prices, the marketing of merchandise and any practice'that
could lead to speculative increases in consumer prices or that could prevent
their decline if market forces warrant it. Deccisions relative to prices may

be taken by the Minister of Commerce after the "Commission Centrale des

Prix" or other specialized commissions have been consulted, Governors of
provinces upon power delegation from the Minister in charge of prices, and
exiceptionally by publiz organizations determined by the Minister. The
Governors of provinces have thus received the power to fix the price of
local food crops, livestock, game and other products that have not been
industrially processed, and that of services provided by craftsmen such as

shoe-makers.

Under the above ordinance the mechanism of price requlation involves the

setting of the actual price, i.e. the determination of an increase or dec-
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rease or the imposition of a profit margin or mark—up rate., Price deter-
mination may also Involve any other measures decied appropriate such as
agreenents with companles to guarantee global and relative prize stahility

or the requirement that price lists bo submitted for approval.

The key institution in charge of the application of the existing price
regulation is the Directurate of Prices, Weights, and Measures., Elements of
cost structure and typically allowed profit margins for imported and locally
produced goods may be found in orders do. 004/MINEP/DPPM and MNo. 59/MINEP-
/DPPM, respectively., It is interesting Lo note that this legislation has a
free~narket flavor. Indeed the third section of the seventh title of the
ordinance is titled "Maintien de la libre concurrcnce” (maintaining free

competition).
b. The Case of Import-Substituing Crops.

These crops are generally produced by agro-industries to
which the government exeends customs protection. In return the price at
which they sell their output is controlled. To account for inflation, price
revision requests arc submitted yearly to the Directorate of Prices, Weights
and Measuces for analysis and approval. These requests, based upon product-
ion and marketing costs, and also on debt servicing charges, are sub-
sequently gent to the Ministry of Commerce Eor decree signature and promnf-

gation.
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Ce The Cereals Plan and the Jumelage system.

The main points of this plan may be found in Decree Ho.

74/456 of 10 May 1974 creating the Careals Office or 0ffice Cordaliar and in

Decrece No. 440 of June 21, 1975 reorganizing it. %his institution is in

charge of:

- Cereals price stabilization through a purchase and resale mechanism
that attempts to guarantee remunerative producer prices and
"reasonable” consumcr prices.

- Production of local bread using an increasing percentage éf millet

sorghum {lour or maize flour and less and less wheat Flour.

- Development of efficient distribution systems for cereals and other

food received from donor assistance.
- Search for export markets.

- Developrent of a security stock to augment the stabilization func-
tion in oréer to prevent food shortages and famines. These stocks
are bnilt through the purchase of large quantities of cereals ag
harvest time when prices are low. The purchases constitute one
phase of the stabilization mechanism, the other being the résale of
cereals when they are scarce later in the year to prevent speéula-

tion.

In order to meet its developrent goals in a cosk-effective manner, the

"0ffice Cérealier" sought to minimize the number of widdlemen by purchasing
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as closa to the producer as possible and to sell directly to the consumer.
Accordingly, the Office entered into cooperative argrecment with the
SOCOOPEDS (Sociftés Covpécatives d'Epargune et de Diveloppment), which are
equipped naterially and logistically to purchase and resell the neecded pro-

duce at the villugnr level.

Under that cooperative agreement, the SOCOOPEDS must purchase cereals on
behalf of the Cercals Office directly from the producers and resell the
produce to consumers using their own distribution network. The Cereals
Office provides them, at the beginning of ecach campaign, with an advance to
cover eipenses related to these activities. The resale price of cereals
thus purchased is cet by the Roard of Directors and the price formula is
based on the idea of ploughing buck the profits in order to finance the
operations of the "Office®. Hach SOCOOPED purchasing agent receives, in
addition to a fixed salary, a bonus of 100 FCFA for each bag of 100 “agodas®
the ageda being 2 non-standardizag
farmers in the former North Province) based on the volume of grain rather

than on weight.

This apparently sensible cooperative arrangement had serious implemen-
tation problems ranging from poor financial management by the SOCOOPEDs of
the advances received from the Cereals Office to fraudulent purchasing
practices by the SOCOOPEDs field agents, leading to sizeable profit margins
by the latter. That unfruitful collaboration between the "Office” and the
SOCOOPEDs led eventually to the’dissolution of the protocol agreement, and
to a search by the Cereals Office for new ways and means of achieving its

development goals.,
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The new strategy of the Cereals Ofvice consists on the one hand, of
making individual cash advances to its own field aqents for the pucchase of
cereals at the village level and on the other hand, establishing at the
beginning of each campaign, individual contracts with developmrent agencics
such as SODEBLE, SOECOTON, and SEMRY. Under this new arrangement, the con-,
tractor is responsible for the purchase of cereals and the Coreals Office
ensures their teansport to and from the various market centers, their
storage and their resale throughout the yvear. UMNotwithstanding its effi-
ciency, this new strategy has also proven not to be effective in meeting the
objectives of the Cereals Office.

Ficstly the resale price of cereals purchased by the "Office” is
usually, as high as (if not higher than) their market price. Rice is a good
example. During the 1982-1943 campaign, the market price of a 100 kg b;g of
SEMRY rice was 13,678 FCFA wheceas the same 100 kg bag of rice was sold by

the Cereals Office for 14,500 FCFA,

The case of rice is peculiar due to the fact thalt imported rice is less
expensive than locally produced rice. 1In Fact the market price in Garoua of
1 ton of imported rice is 150,000 FCFA while the same tice produced locally
would cost 175,000 FCFA, or 25,000 FCFA morc. In order to ensure that most
of the locally produced rice ic sold, the GRC has established a pairing sys-
tem known as “"Jumelage". Under this system the wholesale rice importer is
obliged to buy 1/3 of his/her total volunmc of importations from SEMRY., This
system worked well up to 1980, but began to have serious implementation
problems as it strict application would have implied reducing the total

volume of rice importations, and at the same time rtaising the market price
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£ 1 kg of imported rice. Thus, at the beginning of 1933, SEMRY was unable
to sell its stock, and has been as a result experiencing financial dif-

ficulties.

Secondly the efforts of the "Office"” have till recentl' ; sen con-
centrated mainly on millet and worghum which constituted about 75 percent of
the purchases, although the "Office” has the mundate to stabilize the price
of all cereals. In fact it is only during the 1980 ~ 1982 campaign that the
Cereals Office 5egan to purchasc the other cereal varieties (maize, rice).
Finally given its small share in the cereals market (i.e. less than 1
percent of the total production of cereals and less than 10 percent of the
total volume of cereals marketed), the Cereals Office has not been able to
influence (let alone regulate) the market price of cereals which continue to

fluctuate fcom year to year.

If the Ceceals Office is to achieve its stabilization objective, it must
try to refocus its strateqy back to the traditional village markets wilh the
aim to reocyganizing the‘latter and progressively bringing the farmers to
accepting the kilogram as the standard measuring unit, in lieu of the trad-

itional agoda, which is unreliable.
B. Input Subsidies
1. General Backqground.
Input subsidies to small facmers were initiated and financed in

Cameroon in the 1960's by international agencies sucn as FAC, FAO, FED and

USALD.
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The FED program initiated in 1965 concerned coffee and cotton produc-
tion. It paid a subsidy of 50 to 60 Pe cent of ferkilizer prica up to 1969
at which time the rate dropped to 20 percent and stayed at that level till
the-end of the program in 1971, Ox-drawn equipment for cotton cultivation

was also part of the FED subsidy program.

The USAID program provided suhsidies on pesticides in its fight against
black pod disease of cocoa. -This program started in 1964 and was continued
by FAC in 1967 and finally by the cocoa stabilization fund in 1968, which
expanded the scope of the program to include the fight against capsid
infestation. It was hoped that all these p:oérams.would be habit forming
for the farmers i.e., eventually lead to an awareness among Camerconian
farmers of the agroncmic and economic benefits of fertilizer use. iinst of
these international programs had built in a credit subsidy component which

reportedly declined due to poor repayment rates.

The first fertilizer program financed by the Cameroonian government was
initiated in 1973 througﬁ the Robusta stabilitation fund. It coasisted of
twenty percent subsidy on 12,000 tous of NPK fertilizer. During the same
vear, the government consolidated this action by subsidizing pesticides ahd
sprayers to treat the major crop diseases. The crope involved were: cocoa,
coffee, cotton and cereals in the former North Province, Thus 1973 is con-
sidered as the year of bhirth of the gencral subsidy proqram for the three
major non-labor inputs (fertilizer, agricultural chemicals, and sprayers).
Hot all types of fertilizers and chemicals are covered by the current sub-
sidy program and there are different rates of subsidization for the.inputs
concerned. Amnng fertilizers, only tPK 20.10.10 and ammonium sulphate are

subsidized.
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In a recent study on agricultural input supply in Cameroon by klliot
Berg Associates, it is reported that the export crop sector gets over 80
percent of total fertilizer consumption with coffee accounting fer about
half of this share. HMostly fertilizers best suited to coffee production are
imported. Virtually no fertilizer is used on cocoa and staple food crops.
Almost all the fertilizer going to food crops can be accounted for by
intensified rice cultivation in the former North Province and by vegetable
production in the Foumbot area in the West. With respect to chemicals, only

pesticides used in the fight against major crop diseases are subsidized.

Nearly all subsidized chemicals go to cocoa and coffee production. In
recent years, cocoa has received the greatest share of pesticide expend-
iture. The GRC views the subsidies program as a way to encourage the
adoption by farmers of subsidized inputs and to return to farmers somo sf
the money taken away from them through taxation and other levies imposad on
their agricultural products. Accordingly, heavy levies which up to 1980
were imposed by the NPMB on export growers' revenues to finance (among other
things) the subsidy prcgram have since been replaced by extra budgetary oil
revenues. The management of the current input suksidy program was assigned
t¢ FONADER in 1974 and the Ministry of Agricultuce has the ultimate juris-

diction of the program.
2, Subsidy components and levels

The difference between the price actually paid by the farmers and
the one they would have paid in the absence of the subsidy constitutes the

subsidy component of an input. Direct subsidies are fixed for fertilizer

and pesticides as a percentage of the C.IWF. import price in Douala.
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With respect to pesticides which are tceated as a public good, the
effective rate of subsidy is 100 percent on both the import price and the
trans crtation costs. But, facmers still pay a non zero price for posti-
cides L6 the extent that most often they supply the labor and sprayers nec-

essary to carry out tne treatument.

In the case of fertilizer, since 1973, the subsidy rate on the import
cost of‘ammonium sulphate and NPK 20.10,.10. has stayed within the range of
40 to 66 percent (it was 13 to 22 percent before 1973). The effective rates
are believed to be higher since oificial calculations express the suhsidy
rate as a percentage of the importer's depot price instead of a percentage.
of the farm gate price as the case should be., Only UCCAO has been trans-
porting its own fertilizer and passing the cost on to its farmers; the other
cooperatives have been unable to do so. In 1981 FONADER decided to assist
those coopecratives by subsidizing transportation cost. This makes the sub-
sidized peicve of feililizer uniform t
actual rate of subsidy.

There exist indirect subsidies within SEMRY and SODECOTON, The effec-
tive subsidy on ammoﬁium sulphate and urea purchased by SEMRY is estimated
at 60 percent and 2/ percent respectively. This institution supplies to fts
farmers a package of inputs consisting of 75 kg of urea and 50 kg.of ammon-
ium sulphate per half hectare. The farmers reimburse at harvest time by
selling their paddy to the project at lower than market price. Before 1979-
/80, the inputs were bought directly by SEMRY from importers, but since then
FONADER has been subsidizing SEMRY'S fertllizer purchases at an increasing'
rate. SEMRY in turn has been passing the costs on to farmers through its

price policy for paddy.
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SODECCTON suppliecs its farmers with sced (rice'seed, groundnut scaed,
cotton seed) and non-sced inputs {(NPK 15-15-1%, urea, pesticide, fungicide
and insecticide). The requited reimbursement is 20 percent of harvest and
does not cover the full cost of this input package. This reimbursemont
implies fertilizer subsidy levels of about 57 percent for cotton and 64 per-
cent for groundnuts. These levels of subsidies are financed by SODECGION
from overall subsidies granted by the government and by making withdrawals
from producer prices. This attempt by SEMRY and SODECOTON to obtain partial
reimbursement for subsidized inputs constitutes an incentive for farmers to
sell their output outside offirial channels, Also the experiences of these
two Institutions raise questions about subsiay programs linked to specific
projects. Such programs cannot he adequately maintained where local recur-

rent financing is not available.
3. The existing input distribution channels.

SOCAME which was a source of locally produced fertilizer and other
agricultural chemicals,vbecame plagued by problems stemming from ineffi-
ciency and cost overruns and was permanently dishbanded in 1981. Since then,
all supplies of these inputs come from foreign f£irms; some of the largest
being SEPCAE, SHELL-CHIMIE, DIANA-SICAC and Hamerson International. TRdP[C
in Douala supplies a variety of small implements such as machettgs, animal

traction rigs and sprayers for agricultural chemicals.

The Cameroonian input acquisition and distribution system is mixed in
the sense that the government intervenes only at certain phases and/or for
some inputs. “here are three main circuits of fertilizer distribution in

Cameroon,
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(a) 'The government circuit

This circuit supplies subsidized fertilizer to smallholders.
It accounts for about 38 percent of all the trade in fertillzer. It is
highly centralized and involves complex procedures. The principal actors

are:

- Provincial extension services and cooperatives helping
estimate the needs of the farmers at the provincial level.

- The Directorate of Agriculture (Direction de 1'Aqriculture)

which prepares a technical file centralizing thc needs
estimates drawn from each of the provinces.

- NPMB and the Presidency of the Republic (especially the
Department of Central Contracts and the Tenders Board)
involved respectively in financing and in the procurement of

subsidized inputs.

- Subsidized fertili;er is channeled to smallholders thrcugh formal coop-
eratives, or through integrated development agencies, or the extension ser-
vices of the Ministry of Agriculture (MINAGRI). This system is reportedly
plagued with inefficiencies stemming from shortages, late delivery with
inadequate information and supply of wiong kinds of inputs. The shortages
are essentially due to high subsidy rates. It is estimated that, at these
rates, the government could hardly satisfy half of the expressed demand.
Late delivery is duc to complexz procedures of financing, tendering and
delivery of the institutional system. Inadequate information and delivery

of wrong kinds of inputs reflect the general lack of competent and
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well-motivated technical field staff, insuffient research and the failure t-:

extend the available research findings .o the farmers.

~There exists a governmental sub-circuit in charge of the distribution of

non-subsidized fertilizer to state agencies.

b) The private circuit.

There exists a small but vibrant private sector which also
supplies qgovernment projects and cooperatives with some inputs. The market
share of this sector amounts to 10 percent. This Private circuit is cre-
dited with stemming the effects on smallholders of shortages created by the

inefficient government circuit.



29~

V. ANALYSIS OF THE IMPACT OF VYARIOUS MEAGURES.,

Here we consider the effects of price policy and the input subsidy pro-
gram on the level and pattern of production in Cameroon. Two conditions are
necessary for any price policy and/or subsidy program to have an «ffect,
The economic enviromitent must be such that price infomation circulates
without impediment; in addition economic agents must be responsive to these
measures, Thus a fundamental question that must be answered is: How
responsive are Cameroonian farmers to various incentives? In order to fully
appreciate this dimension, the researcher examines the behavior, over time,
of agricultural prices, production and related variables such as area uﬁder
cultivation and yield. Information on yield is used in assessing the output
effect of the fertiiizer component of the input subsidy program. In
connection with the same program, consideration is given to its

institutional impact and its fiscal implications.
A, Impact of Output Pricing.
1. Agricultural Price Trends.
In this section, the behavior of agricultural prices for both
export and food crops will be examined to determine their relative vari-

ability and as a corollary, the effectiveness of the government sgtabi-

lization program.
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{a) Price Ltrends for oxport crovs.

Relative price stability for export crops is determined by
comparing the variability of the nominal export price (FOB) to that of the
producer price (PP). A good statistical measurc of relative variability is
the coefficient of variation (CV) often used in financial analysis to mea-

sure risk.

Coefficients of variation of three major export crops are presented

in table I.

TABLE 1 :Coecfficients of Variation (in percent) of FOB and Producer Prices

of Cocna and Coffee (Arabica and Robusta); 1961 - 1979,

Cocoa Arabica Robusta
oo} ] G3 1]
pPp 65 33 40

This table shows greater variability for export prices than for producer
prices. When the producer prices fof all three crops are considered, the
table reveals greater variability for the producer price of cocoa than fof
coffee, arabica coffee being the least variable of the three. One may
reasonably infer from these results that the stabilization program has
succeeded in reducing price uncertainty for these crops for the period

considered,
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Besides price stability, it is important Lo examine the cvolution of the
real producer price since this is a key determinant of profitability. It is
very unlikely that the traditional Cameroonian farmer will go through ela-
borate calculations to determine crop profitability. This however, does not
mean that he/she is not aware of the concept of purchasing power. 1In fact
the vast majority of farmers can compare the various baskets of non-farm
goods and services that they have been able Lo afford over time. Table II

contains growth rates of FOB and producer prices for the major export crops.

2
TABLE II :Trendslin Hominal, Real—Producer and FOB Prices of Four

Major Export Crops (percent per annum)

Nominal Real Nominal
CROP Producer Price Producer Price FOB Price Period
COCOA 4.00 -2,40 5.30 1951 - 82
15,00 4,00 14.70 1970 - 82
ARABICA 4.10 -3.70 8.30 1961 -~ 80
10.00 -2,10* 16.50 1970 - 80
" ROBUSTA 3 6.20 1.20 10.30 1961 - 81
11.490 1.10 19.50 1971 - 81
COTTON 5.20 -2,10  eeee- 1960 - 81
1.00 -3,5%¢ 0 ——eee 1960 - 73
----- -0.03+ ————- 1971 - 81
11.20 0.40* e 1974 - 81
1. Least squares trend growth rates sea ANNEX I
2. Producer price deflated by the 1982 consumer price index
3.

The end period for robusta is 1979

* Not statistically significant at the five pcrcent level.
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Table II indicates that for all the periods considered, the nominal
producer prices have been on the increase for each ¢f the four crops. Thus
'from 1951 to 1982, the producer price of cocoa grew at an average yearly
rate of 4 percent, and at a much higher rate of 15 percent for the 1970 -
1982 period. For arabica coffee the nominal producer price grew on average
4.1 percent a year between 1961 and 1980, and at a yearly rate of 10 percent
between 1970 and 1980. The rctes for robusta coffee for the same periods
are 6.2 and 11.4 percent respectively. The nominal producer price of cotton
also showed a positive trend; indeed, it grew at a yearly rate of 5.2, 1.0
and 11.2 percent for the periods 1960 - 1981, 19§0 - 1973 and 1974 - &1 res-

pectively.

These positive trends in nominal producer prices for these export crops
become meaningless when one takes inflation into consideration. Indeed{ all
producer prices presented in Table II and represent.ng rrices in constant
1582 FCFA snowed a negative trend, at the exception of those of robusta
coffee and cocoa for the pericd 1970 - 1982, A determination of the magni-
tude of these trends reveals that trends in the real producer prices of
arabica coffee (1970 - 1980) and of cotton (1974 - 1981) are not statist-
ically significant which means the evidence contained in the data is not
strong enough to conclude that these trends are different from zero., Hoﬁ—
ever trends for all crops for the other periods éresented in the table are

statistically significant,

These price trends are the result of the combined effect of the seven
producer price determinants discussed in Section IV, although the relative

weight of eacihi factor cannot be easily assessoed.
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One measure often used in various studies is the percentage of the FOB
price going to the pruvducer. Such percentages are presented in the follow-

ing table for three major export crops:

TABLE III :Producer Price/FOB (in percent) for Arabica Coffee,

Robusta Coffee and Cocoa in Camecroon: 1960 - 1979

PERIOD ARABICA ROBUSTA COCOA

The entire period

(1960 - 79) 56 57 46
Federation

(1961 - 1972) 76 67 53
Unification k

1973 - 1979 49 40 33

Source: McLindon et al.

Table III reveals for each export crop, the lowest producer prices dur-
ing the period 1973-1979, an interesting finding when one considers that the
sa.': period was marked by the launching of the "Green Revolution®™ in 1973
and the creation in 1976 of the NPMB. Yet one should he cautioned again;t
using the percentage of FOB pricz going to the farmers as an index of the
effectiveness of the Board. In fact some of the funds generated thrbugh
various levies are re-injected in varionus ways to the regions and farmers
growing those crops by the GRC through institutions such as SODECAO,
SOCCODER, FOMNADER etc... Thus the Ministry of Aqriculture estimated that,

for the 1978/1979 campaign, 12.3 percent of the nominal producer price of
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cocoa, 14.2 percent of arabica price and 9 percent of robusta producer price
where returned to the farmers in the form of pesticide and fertilizer sub-
sidies (Ref. Bilan Diagnostic). The lack of time series on these estimates
made it impossible to adjust the various nominal producer prices
accordingly. Finally the results on price trends suggest the importance of
the overall macro-economic pulicies with respect to the government's ability
to control inflation. An increase in the producer price can only be

meaningful in an environment of moderate inflation.

(b) Food Crop Price Trends.

For a study mostly concerned with production response to
price, the relevant price variable is the producer price. There were,
unfortunately, no producer price data available for the food crops
involved. Thus, market prices were used whenever they were available. This
researcher's decision was based on his conviction that, despite important
margins resulting from middlemen and transport costs, market prices are
adequate proxies of pr&ducer prices. In the same line of thought, any
responsiveness of food production to market price could be interpreted as a

hypothetical supply response.

In the absence of data on national food crop prices, regiuvnal prices as
observed in two provincial headquarters were used. Trends for these prices

are presented in Table 1V,
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TABLE IV :Trendslin Nominal and Realzﬂarket Prices for Selected

Food Crops

Nominal Real
CROP Market Price Market Price Period
PLANTAIN CS3 13,63 3.60 1968-81
CASSAVA CS 13,03 3.20 1968-80
MAIZE CS 10.60 -0,30%* 1971-80
RICE PADDY NORTH** 14,00 2.00 1976-81
PLANTAIN w4 22,00 10,00 1978-83
YAM W 15.00 3.00 1978-83

I, Least Squares Trend Growth Rates, See Annex 1l.

2. Market Prices deflated by the 1982 Consumer Price Index.
3. CS for Center - South (Yaoundé Prices)

4. W for West (Bafoussam Prices)

* Not statistically significant at the five percent level.
bl Producer Price

N.B. Millet Sorghum Prices were not available.

the results contained in Table IV abuve show Lhat, 1

-
unu

Bafoussam, the real market price of plantain, cassava and yam grew at rates

grecater or equal to 3 percent per annum, The price of plantain in Bafoussam

grew faster than that of yam in real terms, the rate being 10 percent per

year on the average between 1978 and 1983. For these crops, demand must

have increased faster than supply. The rate of growth ~f the real market

price of maize in Yaound® is insianificant for the 1971-1980 period.

2. Supply Response to Qutput rricing

In general, price and/or yield uncertainty may influence both

the pattern and level of agricultural production., If two crops have dif-
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ferent degrees of crice uncertainty, farmers may be oexpected to camphasize
the production of the lower risk crop, the one with qreatest risk being
beavily discounted. This subsititution may not be applicable to most export

crops in Cameroon because they are region specific, but could be valid bet-

ween food crops and between export crops within a given region.

As for the opportunity cost of production it is inversely related to the

level of production. Accordingly, the farmar would tend to move to the crop

with the lowest opportunity cost.

The observed trend in production and related variables for both export

and food crops are presented in Tables V and VI.

TABLE V
TRBNDS1 IN PRODUCTION, HECTARAGE AND YIELD FOR SOME EXPORT CROPS. {percent
TET annum)
CROP PRODUCTION HECTARAGE YIELD PERIOD
COCOA (NATION) 2,30 emmem e 1951-82
0,14% 3,34 -3.20 1971-81
COCOA €52 -5.60 -2.30 -3,30 1971--51
ARABICA (MATION) 0,20 = emeee e 1968--80
-2.04 1.39 -3.43 1971-81
ARABICA w3 ~3.40 -.80 -4,20 1971-81
ROBUSTA (NATION) 2.12 5.42 -3.30 1971-81
coTTOU 6,40 2.70 3,70 1953-21
7.41 -6.21 13.62 1971-81

Least squares trend growth rates,sce AHNEX I
CSs for Center-South
W for west

Not statistically significant at a five percent level

* WN
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TABLE VI

TRENDS! IN PRODUCTION, HECTARAGE YIELD FOR SELECTED FOOD CROPS (percent

per annum).
CROP PRODUCTION HECTARAGE YIELD PERIOD
PLANTAIN CS 7.61 10.9 3.29 1968-81
CASSAVA CS -4.60 2.10 -6.70 1968-01
MAIZE (NATION) 5.08 10,11 -5.03 1971-81
MAIZE W -5,30%* 0.74* -6.04 1971-81
PLANTAIN W 14,00 -4,00 18.00 1977.81
YAM W -9.00 -7.00 -2,00 1977.81
MILLET~SORGHUM 7.64 0.87* 6.77 1971-81
RICE PADDY 5.35 -0.13* 5.48 1971-81
RICE PADDY NCRTH -54,70 -21.50 -33.20 1977-81

1. Least squares trend qrowth rates, see ANNEX I-

* Not statistically siqnigicant at a five percent level.

Referring to table V relative to export crops, the following obser-

vations may be made:

From 1951 to 1982: cocoa production grew at the national level at an
annual rate of 2.3 percent and cotton at a rate of 6.4 pe'cent., The
yield for cotton increased at a rate of 3.7 percent per vear.

From 1971 to 1981: Natinnal cocoa production stagnated and in the fbrmer
Center-South province production declined at a rate of 5.6 percent per
year. Arabica coffee production declined both at the national level and

in the West province, the rates being 2.04 and 3.4 percent per year res-
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pectively. Robusta coffee production increased at a rate of 2,12 per-
cent per year and coltton production increased 7.4l percent per year.

The most striking result revealed by this table is the declining yield
of all export crops, at the exception of cotton. *“his raises questions
about the effectiveness of institutions charged with assisting the cocoa

and coffee farmers.

With respect to the food crops, the following observations (presented in
Table IV can be made:

Prom 1968 to 1981 in the former Center-South province, plantain prod-
uction and yield increased at rates of 7.61 and 3.3 percent per year
respectively; both cassava production and yield declined 4.5 percent and
6.7 percent per yecar respectively.

From 1971 to 1981: national maize production increased at 5 percent per
year but the yield declined at 5 percent per year. The production stag-
nated in the West province with a declining yieid. Both millet ana
sorghum production and yield increased 7.64 and 6.77 percent per year
respectively. The'n;tional production and yield of rice paddy increased
at about 5 percent per year. However, in the former North province, the
production of paddy rice by small holders declined at a rate of 54.7
percent per year; so did the area under cultivation and the yieid at
rates of 21.5 and 33.2 percent respectively;

From 1977 to 1981: plantain production and yield in the West.province
increased at a rate of 14 percent and 18 percent per year, while the
area under cultivation declined at a yearly rate of 4 percent. These
results suggest a possible diversion of fertilizer from coffee to plan-
tain in the West province. Yet for the same period, yam production and

yield declined at yearly rates of 9 percent.
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It is understandable that food crops in the traditional sector show ne-

gative trends in yield since there are no programs to carry out research on
most food crops nor to extend the available research findings to the food

crop farmers.

In order to better analyze the responsiveness of production trends to
price trends, this rescarcher adapted the concept of supply elasticity to
the specific context to measure the responsiveness of production trends to
.price trends, and callled the new measure “trend elasticity of supply”.
"Trend elasticity of supply” is defined in this study as the ratio of the
growth rate‘of production to the growth rate of price for the samé period.
The ratios thus cowmputed are _resented in Tables VII and VII1, based on the

data from Tables II, IV, V and VI.

TABLE VI1X

"TREND ELASTICITIES OF SUPPLY" FOR EXPORT CROPS,

NOMINAL REAL PERIOD

CROP ELASTICTITY ELASTICITY
COCOA (NATION) 0.58 -0.96 195182
0.01 0.07 1971-81
COCOA CS ~0.30 -1.40 1971-81
ARABICA (NATION) -0.20 0.97 1971~81
ARABICA W ) -0.34 1.62 1971-81
ROBUSTA (NATION) 0.19 1.93 1971-81
coTTON 0.68 -215.56 1971-61

1l Using the growth rate of the nominal price.
2 Using the growth rate of the real price.
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Table VIII

"TRENSD ELASTICITINS OF sSURPLY™ FOR SELECTED FOO™ CRODPS

NOMINAL REAL
CRO? ELASTICITY ELASTICITY PERIOD
PLANTAIN CS 0.56 2.11 1968-81
CASSAVA CS ~-0.35 ~-1.44 1968-80
PLANTAIN W 0.64 1.40 1977-81
YAM W -0.60 -3.00 1977-81
RICE PADDY NORTH ~-3.91 -27.35 1977-81

Looking at the magnitudes of both types of trend elasticities, it is
apparent that the real trend elasticities of supply are greater in absolute
value than the nominal trend elasticities of supply. This means that pro-
duction is more responsive to changes in real producer price than to changes

in nominal producer price,

One would expect the supply elastici’y to be positive under normal cir-
cumstances (except in the case of a bac-ward bending supply curve). In this
respect the cocoa and cotton results are >dd in the sense that their pro-
duction increased whilc tho real preducer price Aacreased. Hence the ne-
gative sign of their real trend elasticities of supply. A possible explan-
ation for these results is that, for the periods concerned, there must have
been an exogeneous factor, whose effect on production was stronger than the

real producer price effect.

It is important to point out tha% the cocoa resulis are congrucent with
those found by the World Bank in their study of the world cocoa market.
Indeed the World Bank study reveals that in the 1970's cocoa production in

"Cameroon increased inspite of negative trends in the real procuer price,

According to the World Bank, this was "due to government-sponsored



-41-
hybrid plantings which increased yields sighificantly". Yet the finding of

the present study do aot support that argument, for the followig reasons:

- From 1971 to 1981 cocoa yicld declined both at the national level and in
the former Center—South province at rates of 4,6 and 3.30 percent per annum

respectively.

- and in the former Center-South province, cocoa production declined dur~

ing the same period, in spite of a positive real producer price trend.

A more plausible explanation for these "unusual® trends is that cocoa
production responds to changes in real producer price with considerable iag;
In fact at the world level, cocoa production figures suggest that cocoa pro-
duction responded to the high real producer prices that prevailed in the
1960's with a seven year lag. This lagged response was further confirmed by
this researcher through regression analysis (see Annex I). Thus for the
sample period 1950-1982, cocoa production was inversely related to the real
_producer price lagged one year but it responded positively to the same var-

iable lagged nine years.

Notwithstanding the discussion above, the explanation offered by thq
World Bank tor cocoa production behavior could account for the_observed res-
ults about cotton. Indeed the cotton trend elasticity of supply is negative
for the 1971-1981 period possibly because production increased at a rate éf
7.41 percent per yécr inspite of declining or stagnant real producer prices,
For the same period, the arca under cotton cultivation decreased at a rate
of 6.2]1 percent per annum resulting in an average rate of yield increase of

13.62 percent per annum.
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One could therefore argue that the technical assistance effect (mochan-
ization, fertilizers and insecticides) overwhelmed the real producer Price

effect on production.

The observed trend viasticities of supply are positive for coffee. This
could mean that the lag period of supply response is shorter for coffece than
for cocoa. This is very likely in v;ew of the fact that coffee output is
more sensitive to variable inputs such as labor, fertilizer and pesticides
than cocoa production. In addition given the scarcity of land in the West
province, coffee producers are more likely to react quickly to changes in
opportunity cost through intercropping which, not only takes some labor away

from coffee but also affects yield.

As far as food crops are concerned, positive trend elasticities were
observed for plantain in the former Center-South province and in the West.
Since market prices were used in the calculations, these results could meah
that plantain producers received a significant portion of the market price
and were responsive to it. But for those food crops showing a negative res-
ponse to increases in real market price, it could mean that, notwithstanding
the assumption that the producer received a significant share of the market
price, the opportunity cost of production could not be covered by the

received fraction of the market price.

Another important and interesting aspect of the supply response to
prices concerns the production pattern. 1In a perfect economic environment
output and input prices in the appropriate markets reflect the true scarcity

of the goods and services involved. In such an environment prices and
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especi 1lly relative prices setve as signals to resource owners who are
constantly looking for better opportunities for their resources. Thus prod-
uction pattern could shift over time as changes in relative prices affect
the opportunity cost of production. An investigation of this aspect within
the Cameroonian agricultural sector, should take into account the folléwinq

peculiarities:

- ecological constraints prevent significant compqtitive relations to
exist among export crops. Thus each region has one export crop as its
major cash crop.

- within each region the major export crop compete fcr the same land and
other inputs with local food crops that are increasingly marketed. For
instance, competitive relations exist between cotton, rice and millet
and sorghum in the former Horth province; between arabica coffece, maize,
and plantain in the West; and between cocoa and plantain, cassava, and
the various yams in the former Center-South province. These competitive
relations must also hold amony food crops within each region. Also it
should be pointed out that as far as labor is concered, both export
crops and food crops compete with non-agricultural jobs requiring only
unskilled labor. This dense network of competitive relations (between
export crops and food crops, between the various food crops and bethen
all crops and non-agricultural jobs) coupled with the lack.of reliable
data on food crop producer prices and costs of aqricultural pfoduction
makes any detailed investigation of production pattern changes almost

impossible., However some tendencies could be inferred from the results.



-4

Indeed, for the former Centcr~South province, from 1971 to 1981, cocoa
hectarage declined on the average at a rate of 2.3 percent per annum in
spite of a positive tread In the real producer price. This finding suggests
that, in the Zormer Center-South province, resources wor2 moved out of cocoa
production. It may also lead to the assertion that the increase in real
producer price could not cover the opportunity cost of creating new plan-
tations. Such a view is consistent with the findings of a recent cocoa
study conducted by the Ministry of Agqriculture. That study reveals that
cocoa planting, although socially profitable, is not profitable for the far-
mer. It goes on to demonstrate that for the private producer of cocoa, the
average total cost can be estimated at FCFA 358 per kilogram while the
average revenue is about FCFA 300 per kilo. Thus the cocoa producer is
losing money the economic profit being negative. If this loss is maintained
or increased resources are bound to keep moving out of cocoa., It was fur-
ther estimated that if the farmer were to create a new plantation, the cost
per kilogram of cocoa would rise to FCFA 429. This increase is mainly due
to labor costs which are now higher (FCFA 750 per day) than they were (FCFA

480 per day) when the existing plantations were created thirty years ago.

Given this situation, cocoa farmers will in the short run continue to
maintain existing plantations as long as variable costs can be covered, but
in the long run production should be expacted to decline as it is unlikely

that farmers will invest in new cocoa plantations.

How the question is whether in the former Center-South province the re-
sources which were moved out of cocoa production were shifted to food crop

production, One would answer in the affirmative in view of the facts that



-4 5=
the area under plantain and cassava cultivation increased significantly and
that clearing new land in the southern rain forest is not an easy task. Yet
it is hard to give a firm ansvwer to this question as that would require an

exhaustive examination of all possible alternatives.

Similar results were found in the former North province where land has
been withdrawn from cotton production following an important increase in
yield. However there is no clear indication as to where this land was af-
fected, the area under millet and sorghum cultivation having remained cons-

tant.

Finally, in the densely populated west province, characterized by land
scarcity the area under arabica cultivation declined at a yearly rate of
3.43 percent; maize hectarage stagnated and that of plantain declined at a
rate of 4 percent per year. Yam hectarage also declined at a rate of 7 per-
cent per annum. In this case, land shifts were observed in both the export
and food crop sectors. Again our analysis cannot be carried any further,
for reasons mentioned earlier. One interesting result in connection with
the West province is the fact that for the period considered, the production
of plantain increased at a rate of 14 percent per year while hectarage was
declining at a rate of 4 percent per annum leading to an average increase in
yield of 18 percent per year. This could be an indication that fertilizer
intended for arabica coffee was instead used on plantain or that plantain

benefited from intercropping practices.
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B. Impact of the Input Subsidy Program.

1. Impact on the output

The impact of the input subsidy program on the level and pat-
tern of the agricultural output may be analyzed tarough two groups of fac-
tors., The first is related to input pricing and the second to organiza-

tioml ineffeciencies.

With respect to input prices, it is important to note that the Cameroon-
ian subsidy program applies only to non-labor inputs. Thus, it would to the
oxtent of its effectiveness distort relative prices hetween subsidized and
unsubsidized inputs. This may lead the farmers to use more of the subsidzed
inputs and less of labor, Output may decrease by virtue of the law of vari-~
able proportions. This law states that there exists an optimal combination
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situation would lead to a slow qrowth in employment opportunities in the
agricultural sector thus exacerbating the rural exodus phenomenon with it

negative effect on the production of both export and food crops.

Growth trends of fertilizer import prices and subsidized users prfces

are given for both NPK 20,10,10 and ammonium sulpﬁate in table IX below
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Table IX

TRENDS(I) IN IMPORT PRICES AND USER PRICE (Thousand FCI'A per MT) OF BOTH

NPK 20.10.10 AND AMMONINUM SULPHATE (percent per annum).

NOMINAL NOMINAL REAL
PRODUCT TMPCRT PRICE USER PRICE USER PRICE PERIOD
NPK 20.10.10 12.7 6.6 -2.8 1968-82
6.2 1.7+ -7.7 1973-82
AMMONIUK
SULPHATE 10.4 8.8 -2.3 1966--82
5.9 2,0* -6,0 1974-82

(1) Least squares growth trends

* Not statistically significant at a five percent level,

The results contained in Table IX reveal that from 1973 to 1982 the nom-
inal user price of NPK and ammonium sulphate stagNated (the observed growth
rates being statistically insignificant) while the real user price of both
fertilizers was declining over time. This is avidence that the government
may have sought so keep uger prices constant over time, at least for these
two fertilizers and for pesticides. This input pricing policy is not -nly
conducive to the relative price disortions mentioned earlier but also to
increasingly higher subsidy rates which is turn may lead to the shortages of
needed inputs. The effect of such shortages is to reduce the production of
both cxport and food crops. However, the negative effect of thecze ;hortages

is somewhat reduced by the activities of the private distribution network. .

Organizational inefficiencies cause late delivery of the subsidized in-

puts with inadequate information and sometimes use of wrong kinds of in-
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puts. These factors are bound to keep the level of agricultural production
below its potential as revealed by the negative yield trends observed for

most crops.

Fimally if a crop henefits from the subsidy program but is not taxed
like other crops to finance the program, the production of such a crop is
overemphasized. This seems to be the case in Cameroon for cotton the prod-
uction of which is promoted through subsidies which, till recently, were

financed hy cocoa and coffee.
2. Institutivnal Impact

A dynamic or progressive agriculture is cﬁaracterized by the
constant appearance of new alternatives in resources or practices. It is
important that the farmer be sufficiently equipped to process all this tech-
nical, ecemomic and other information in order to make rational choices.
Thus, the farmer needs to develop management skills in order Lo properly
react to various economic incentives. The current system does not prov'de
the farmer with such opportunities since user prices are kept below free-
market levels and not'many input varieties are available. The farmer can-
not therefore over time, acquire experience in determining optimal input
combinations for one production or efficient resource allocation in the case

of several competing crops.

In addition input shortages and other deficiencies associated with the
current program may inhibit the development of cooperatives since farmers

may gradually lose confidence in various agencies created to assist them.
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Finally , by relvirg so much on foreign-assisted parastatal organiza-
tions for fectilizer distribution to smallholders outside the coffee-growing
areas, the current sytem prevents the main government agencies from

acquiring and/or strengthening their experience in that domain.
3. Fiscal Implication.

The policy of keeping the user price constant for most subsi-~
dized inputs has led to a constantly growing subsidy budget. This budget
was less than a billion FCFA in FY 1973/74; it reached 7.4 billion by FY
1981/82, resulting in an average drowth rate of about 26 per cent‘per annum
(sec table B 12 in ANNEX 1). It is therefore important to consider the op-
portunity cost of these resources in light of the aforecmentioned inefficien-
cies, These recources are withdrawn either from other aspects of agricul-~
tural development where they could he more effective or from the non-agri-

cultural sector leading to a decrease in the growth ot national product.
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VI SUMMARY OF FINDINGS AND RECOMMENDAYIONS.

As stated earlier, the funde.ental principle of the GRC'g
agricultural pricing policy is to set both input and output prices in such a
way as to cncouraqge farmer, to produce cnough to mect either some prede-
termined targets for axport crops or the growing demand for food crops
without triggerina urban fcod price increases. ilow this policy has been
apélied in both the food and export crop sectors and its impact on
production has been the subject of this study. The primary variable of
interest throughout the study nhas been the producer price, bearing in mind

the real producer price as a key determinant of profitability.

An examination of price trends for both food and export crops
coupled with an analysis of the supply reponse to output pricing and to
various input subsidy measures suggest that the GRC's pricing policy is not
being consisktently applied in both the food and export crop sectors. Indeed
only export crop prices are reqgulated and only inputs used on export crops
are subsidized. Food crop farmers receive almost no subsidized inputs and
most food crop markets ﬁre frece of government i