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SECTION 1
'NTRODUCTION

Up through 1987 the Government of the Republic of Cameroon (GRC) relied on
a public monopoly to finance, import, and distribute subsidized fertilizer. In
1987 it took the public monopoly 12 to 14 months to supply 64,000 tons of
fertiiizer. The fertilizer cost an average of FCFA S5/kilogram to be fabricated
and delivered tc the port of Douala and an average of another FCFA é3/kilogranm
to be delivered to farmers, The farmer paid only FCFA 45/kilogram for it., The
total cost te the BRC for the subsidy preogram was approximately FCFA 6 billion.

In 1788 the GRC relied on the private sector for the financing,
importation, and distribution of subsidized fertilizer. The private sector,
made up of commercial banks, private importers, and cooperatives, needed only é-
8 months to provide 63,000 tons of fertilizer.? Due to increased world prices,
the fertilizer cost an average of FCFA b&/kilogram to be fabricated and
delivered to the port of Douala, but it only cost an additional FCFA 3Z/kilcgram
to be delivered to the farmers. The subsidy rate had been reduced. so the
farmer paid an average of FCFA S4/kilogram, The total cest to the GRC for the
subsidy program was FCFA 2 billion. n eum, in_the one year it took to
_dismantle the public monopoly : ith a privatized system, de]iygLy
“times werc cut in half, in- codntry Locts vere reduced 16 percent, and FCFA 4
billion in budgetarvy savings were realized.?

The source of these dramatic resultc was the Fertilizer Sub-Sector FReform
Frogram (FSSRF). The FSSRF is & five-year policy reform program being
undertaken by the GRC to establish a private fertilizer marketing syetem in
Cameroon that is ceompetitive, sustzinable, and subsidy-iree. FS5RF, which runs
through September 19572, is being supported by $20 million in grants from Y531D:
€17 million in the form of non-project assistance and & %2 million project
component.

However, FSSRF'e significant initial accomplishments should not be assumed
to have been easily won. Nor shkould FSSRP's early success be assumed to assure
long-term sustainability. On the contrary, the experience with FSSRF has shouwn
that the process of policy refarm is a lengthy, time-consuming one that begins
with the identification of & problem and extends through research, policy
dialogue, to the design of thke reform measures. In the case of the FSSRKF, these
preliminary phases took over two years. More importantly, policy reform does
not stop with the signing of the aagreements or the promulgation of the rew
policies. It continues into an implementation phase that is inherently
confrontational and requires continued monitoring and intervention if the reform
is to take holc and becoms custainable.

The characterization of the policy reform process as lenathy,
Lonfrontational andg managerially-internsive is & far cry from the idealized
notion of policy reform that many of its advocates seem tc poszess. In the
Jdealized form, policy refofm is rapid fQ_g&:l_iLfyﬁihdp5~dl.i\jkjiwlﬂ
_ngﬁliji§4_jul_ﬂﬂL£_ﬁgi- ¢ 2Copes essentially self-ign zeniina.,  Where

implementation problems arise, ine idealired view hoids that trev slam from

® Tne author woulg live Lo ackrnowledge ihe coaments anc sucgestions made by
Tjip #aller, Rokerti Shcemaler. and Jay p. Johnsaon. ‘
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technical shortcomings of those charged with implementation not from some
fundamental attribute of the reform process.

The basis for these diveraint perspectives on the nature and difficulty of
policy reform is an egually divergent ronception ofi the underlying process. The
idealized view 15 grounded in a frameunrk of the policy process derived fron
mainstream economics. The model for the policy reform process is the market.

To remedy an inefficiency, a factor or policy is changed, the market responds,
and eventually a new, presumably more efficieni, eguilibrium is achieved. The
same process 15 attributed to policy referm. Thus to redress an inefficiency
found in the prevailing polices, a reform is introduced, and the ecanomy
responds until 1t has achieved a new, presumebly more efficient, equilibriunm,

It is tyue that there are some policy reforms, like removal of price
centrols or devaluation of the currency that may he cgrceived of in LRhiG

fashion., However, there are ma~v, lire the FGORF, that cannot. Thus a more
encompascing framework is needed. Such a f(ramework can be deriverd from the
institutional perspective. Within this framework, policv reform is the proces:
of substituting cne set of institutional arrangements for anocther set of
arrangements, where institutional arrangements are understood to mean the full
range of formal and informal rules, regulations, procedures, and incentive setsg
in the economic, political, and social spheres that gquide human interactian.

From this perspective, the prevailing policy regime is composed of a set of
voth formal and informal rules, regulations, pror~dures, and incentives that
gurde human behavior to a particular outcome. Equally important, there are
advocates or stakehclders in the prevailing regcime who benefit, in nane way or
another, from the way the regime operates and will resist alteratiaons to the
regime for fear of losing some or all of those bene. its. Reform, in this view,
is & complex undertaling. The desired end of the reform is & change in human
behavior. To effect that change, a new set of institutional arrancesents must
be dezigned and put into practice that will yield the desired sutcomes, Nesign
! these arrangements is not a straightforward task., In addition, the ucnal
policy handles available to reformers are formal rules and regulations. It is
not always clear, in advance, how informal practices will interact with the new
formal rules and procedures introduced in policy reform. The complerity apd
uncertainty means that reiorm needs ta be gggn_as_an\jleléfjve process., with

“Varicus rules and incentives modified cver Lime to elicit-the desired social

oulconmes.
—~——————

Further complicating matters is the issue of stakeholders. FKeform will
have itz losers who car be expected to attempt to modify or thwari the design
ard implementation of ihe reform. Fortunateiy, reform also has its winners.
The tws groups can be srxpected to confront each cther throvaheout the refornm
process. The zpeed and scope of ithe reform will be determined by the relative
power of the twos groups. This means that the reform process is inherently
political and confrontational. 1t aleo means that the sustainability of reform
15 always precaricus., The reformed policy regime must be generating enougn

benefits to its stakeholders and bereficiariss to withstand the pressures of
those who wouic like Lo dersil the reform,  Thic deans that desicners and
supporters of reform must nol onlly be concerned about implementation 1n the
skort-run, but must consider how reiorm will persist over time.
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The purpose of this paper is to describe the process of implementing raform
in Cameroon's fertilizer subsector. The institutional perspective is used
because it best accounts for the issues that USAID/Cameroon has had to ctonfront
throughout its involvement. The description of the reform process is done in
three sections, 5Seclion Il provides the context for the refcorm effort by
describing the prevailing policy regime for the procurement and distribution of
subsidized fertilizer. The preliminary phases of negotiating and designiny the
reform are presented in Section IIIl. The design thdl emerged contained two
tiiruets consistent with the irnstitutional view. O0One thrust was liberalization
of the fertilizer subsector, essentially the dismantling of the institutional
arrangements underpinning the public monopoly. The second thrust was
privatization, essentially the creation of a new set of institutional
arrangaments -- financial and nonfinancial incentives, rules, and procedures --
that would assure private sector interest in the fertilizer csubsector and publit
sector disengagement. Secticn IV covers the implementation of the FSSRF from
Dctober 1987 through early 1989 and raises the numerous issuss that needed to be
clarific. and the pressures that had to be channeled toc ensure the program was
operational and successful. Some concluding remarks are presented in Section V.

SECTION 11
FUBLIC MONOFOLY: THE 9LD INSTITUTIONAL ARRANGEMENTS

Tabie 1 lists fertilizer consumption in Cameroon from 1980 to 1985 and the
division of that consumption between unsubsidized and subsidized fertilizer,
The table shows that for the periud, subsidized fertilizer accounted for
approximately 60 percent of all fertilizer consumption. t aleo shows that
subsidized fertilizer consumption was growing more than itwice as fast as total
fertilizer consumption.

Table 1. Consumption of Fertilizer in Cameroon, 19B0-1985

Total Subsidized

Total Subsidized Consumptiaon

Fertilizer Fertilizer as a Fct.

Consumed Consumed of Tatal

Year (tons) (tons) Consumption
1980/81 83,6172 44,000 91.3%
1981/82 0,576 42,000 44.47%
1982/87% 116,423 78,000 67.07%
1983/84 124,066 82,826 b6, BY
1924/8%S 105,056 65,313 62.27%
Five Year Avag, 104,363 62,428 59.8%

Source: IFDC (i9BI)



Almosy all of the unsubsidized fertilizer is imported and distributed by
crop development parastatals, of which SODECOTON, the cottun parastatal, is the
largest consumer. SODECOTON provides fertilizer and other inputs on credit to
small-holder cotton farmers at the beginnjng of the c-op cyc'2. These farmers
then reimburse SGDECOTON for the purchasefthese inputs at fuil-cost on the sale
of their harvests, Up to 1987, this system was sel{-supporting and functioned
with relative efficiency. In 19ER, because of SQDECOTON's financial problems
due to a depressed cotton market, the European Development Fund (EDF) began a
two~-year program tc supply free fertilizer to SNDECOTON (and other development
schemes in northern Cameroon) for resale at full cost to its farmers. At the
end of EDF pregram in 1990, the three northern provinces are scheduled to merge
into FSSRF to form a uniform national program.3

The initial bereficiaries of subsidized fertilirar were small-holder
arabirca and robusta coffee growers. Cameroon produces approximately 25,000 tons
of mild, highland arabica and 80,000 tons of lowiand robusta each year. Of this
approximately 90 percent of the arabica and 80 percent of the robusta are
produced by farmers with holdings of one hectare or less, The stated rationale
for supplying subsidized fertilizer to thic segment was as pa~tial compensaticn
for the heavy taxetion levied on the coffee sector by the GRC in terms of low
producer prices and substantial exporl taxes. However, as the system evolved,
producers of other crops, such & vegetables, were incorporated into the
subsidized system. It is this expansion of the number of recipients that
largely accounts for the growth of subsidized fertilizer summarized in Table 1.

In order to procure ano distribute subsidized fertilizer, the GRC
established a public monopoly jointly managed by the Ministry of Pariculture
(MHINAGRI) and FUNADER (Fonds National de Developpement Rural; the rural
development credit agency). MINAGRI was responsible for estatlishing guotas of
subsidized feriilizer by province and by distributor and for the agronomic
aspects of preparing and reviewing tenders. FONADER was the financing and
contracting agent.

The tasks of importation, transportation from the port of Douala to
wholesalers, and retail distribution were carried out by the private csector
executing specific contracts for FONADER on behalf of the GRC. Although they
were presumably efficient in carrying out their specific contractual tasks,
+hese private sector actors were, however, disconnected. Each private sector
actor was performing a separate contractual task without connection or
integration with others involved in the marketing chain. To the extent that
there was interaction, it was only through FONADER. This high level af
centralization was the socurce of numerous problems and inefficiencies.

The problems began with the protracted procedure for issuinyg a public
tender, reviewing bids, and awarding contracts. This process involved several
ministries and created many opportunities for the exercise of bureaucratic
discretion. In the award of contracts, there was pressure to divide them amona
numercus suppliers, This led to sub-optimally small contracts and awards Lo
fiigher priced bidders. The numerous small contracts meant that importers
brovght into Camerocn fertilizer shipments which were subjected tc high ireight
rates because freighlers were not fully laden.
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Oncv the fertilizer was delivered to Douala, the importer's
responsibilities ceased. Due Lo delays in awarding transport contracts,
fertilizer was often stored in Douala for lengthy periods. These delays not
only produced high storage charges, but raised physical losses and led to
deterioration in the quality of the fertilizer. Eecause of MINAGRI/FONADER's
untimely deliveries, cooperatives, and other distributors, could not properly
manage their stocks of subsidized fertilizer.

Further inefficiencies existed in the selection and utilization of
subsidized fertilizer, First, fertilizer selected for cubsjdization was blended
and bagged in Europe, often as a special order. Second, even for application on
coffee, the selected formulations were not always the most efficiant. And
third, formulations designed for application on coffee were increasingly being
used on food crops.

Thus, prior to 1987, the lark of connection ind vertical coordination among
the varioue private sector elements of the public munopolistic fertilizer
marketing system was principally a consequence of economic policy constraints
which interfered with the establishment of soundly integrated and cost efficient
business practices. The net result of the inefficiencies in the system and the
policy af uniform pricing was a budgetary drain of approximately FCFA 6-7
billion per vear from 1985 to 1987. Moreover, even this high level of public
expenditure was not meeting the needs of the intended beneficiaries as evidenced
by the existence of an active black market. Where subsidized fertilizer was set
at an uniform price of FCFA 45/kilcgram across the country, black market
fertilizer cost conciderably more; FCFA AS/kilogram in the West Province in
1987, for cxample.

In addition to tolerating obvious inefficiencies, the public monopoly made
few dawands on the capacity of the privale sector participants, be they
importers, distributors or commercial banks. The high degree of centralizatien
in the system meant that all decision-making and discretion resided in the
public sector. The private sectnr was given limited, discrate tasks which
required little appreciation of the wider environment,

For exzample, importers under the public monopoly were, in almost all
instances, "mail box agents" working on commission for Eurcpean fertilizer
broters and manufacturers. The tasks of the loral agents were limited to
subm.tting bids into the public tenders, ensuring positive outcomes from the
review procecs, obtzining importation contracts/import authorizations and
licenses, facilitating the port clearance process, delivering the fertilizer
into MINAGRI/FONADER's warehouses, ard ensuring payments f{rom MINABRI/FONADER.
Fecause most of the important marketing and financial functions were assumed
either by the GRC or by foreign broters or manufacturers, fertilizer importers
in Camerocon did not, in general, have tc negotiate purchacze contracts with
foreign brokers or wanufacturers or transport contracts with forzign shipperc,
Theydid not have to negotiate with local commercial banks for financing or the
modalities for issuance of letters of credit. And they did noi have to
negotiste sales contracts with distribuiors ar reteilers.

Aosimilar limited capacity was required of the commercial banking seclaor,
They hao buciness relationships with Carerzen's importers, but those
relationchipsz were generally superficial. They were limited, in most instances,
to checiing accounts where payrents from MINAGRIVFONADER passed through
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importerc' accounts in Cameroon to the accounts of foreign brokers or
manufacturers abroad.

(N XN

The same situation,obtained at the distribution level. Because of
guantitative allocations to end-users and the distribution monopoly,
cooperatives were totally dependent on MINAGRI/FONADER nout only for the
availability of fertilizer and timing of delivery, but for all financial aspects
of fertilizer distribution. As retail distributorsf cooperatives' role was
limited to local distributicn and retail sales. Consequently, caoperatives
seldom had to worry about cash f{lows or seek credit from commercial banks to
finance fertilizer distribution.

In sum, the instituvticnal arrangements at the cooperative level, lile those
at importer and banking levels, were designed to limit private sector actors to
specific, limited roles, These limited.roles did not make heavy demancz on the
financial or business capacity of ther,: +¢ sector. Moreover, without adequeatie

coordination by the public sector, the publi: monopcly system wes nlagued with
inefliciencies and delays,

SECTION IT1I
TOWARD NEW INSTITUTIONAL ARRANGEMENTS:
PBILICY DIALDGUE AND PROGRAM DESIGN

Folicy Dialogue

By 1985 the numercus inefficiencies described 1n the previous section were
widely apparent. This was compounded by a declin: in world oil and acri:zultural
commodity prices. The resulting drop 1n the BGRC's revenues was beginning to
force the government to examine ways to reduce budgetary expenditures., MINAGRI,
sensing the need for reform, asked USAID/Cameroon to conduct a comprehensive
review of the fertiiizer subsector. USAID/Cameroon contracted with the
International Fertilizer Develooment Center (IFDC) to perform the study.*

Upon completion of TFDRC's research in late 1985, USAID entered intc a
dialogue with the GRC over the policy options that lacted through 1987. In
order to dialogue meaningfully with the five ministries which were invalved in
the procurement of subsidized fertilizer and the ONCFE (the national export crap
marketing organization), &an ad hoc interminicsterial committee was rreated at
USAID's instigation. That ad hoc committee was later formalized into the
interministerial Technical Supervicory Commillee (TSC) which includec
representatives of the Ministries of Flan, Finance, Agriculture, Industrial and
Commercial Development, Higher Education/Computer Services/Scientific Research
and ONCFE. The TSC has been monitoriny FSSRF's implementation since 1987,

Together, USAID and the GRC explored all reform opticns. The option of
producing fertilizer in Camercon versus importing fertilizer from Europe was
gramined first., ©Based on the recommendations of the IFDC report, the cpticn to
roduce fertilizer in Cameroon was discarded because it was not a viable
financial or econcomic propesition,  Indeed, even with heavily subtsidized natural
oas, the IFDLC report pointed out that fertilizer produces in Cameroon would
still ccst more than fertilizer imported from Europe.

=]



Given that Cameroocn would continue to import fertilicer produced elsewhere,
the TSC and USAID counsidered three options:

- Continue with the existing MINAGRI/FONADER importation/distribution
public monopolv, or

- Adopt the IFDC's recommendation and create a new public-private joint
venture monopoly to whom a declining subsidy would be paid,® or

- Liberalize and privalize the importation and distributicn of
subsidized fertilizer completely.

Rmong these options, USA!D/Cameroon and cenior GRC officials leaned towards the
option of complete liberalization and privatization while the slakeholders in
MINAGRI/FONADER monopoly argqued for the rehabilitation of the public monopoly.
Fresidential arnd ministerial level officials favored significant refeorm because
of expected gaine in efficiency and a reduction of btudgetary expencitures, while
the mid-level public sector bureaucrats were concerned with protecting the jobs,
prestige, and the renis associated with the public monopoly. Thus, at the onset
of the policy dialogue, USAID was confronted with diverging interests and
commitment to poliry reform within the GRC.

The dekate over restructuring the subsidized fertilizer marketing systen
dragged on into 1987. Durirg the same period Cameroon's economic situaticn
steadily warsened as o0il &nd commodity prices continued to decline. With a
loaming economic and tudgetary crisis, the GRC no longer had the financia)
resgurces to continuve the generous fertilizer subsidy. Thus, bv 1987, the
required firancial support for the existing MINAGRI/FONARDER monopoly and far
quasi-public mcnopoly recommended by !FDC' was no longer available. The only
viatle option left was subslantis]l policy reform leading to the privatization of
the fertilize~ subsector.

Rs this option became a more certain outcome, USAID/Camercon stepped up its
dialogue with the private sector. This dialogue revealed impediments other than
the weak and inefficient institutional arrangements described in Section 11,
These impediments inciuded the deteriorating business climate and the
labyrinthine procedures and rules set up by the public sector to -reate
opportunities for rent-seeking.

With respect to the business climate and business practices, the close
consultation with businessmen pointed out that fertilizer importers were
reluctant to import fertilizer for MINAGRI/FONADER because they were victimized
by sizeable public arrears and delays in payments by ‘he GRC. That reluctance
was further exacerbated by the growing liguidity problem which hag started to
plague the tanks in Cameroaon. In zddition, commercial banks invaolved in
financing fertilizer importation were estremely risk-averse:; they regularly
required [inancial guarantees of at least 100 percent of the value of the letter
of credit $6r Their clients. And finally, while the availability of private
capitel in Cameroon was, by Airican standards, adequale, it was found that only
¢ faw commercial banks and some selected imporiers had sufficiently large and
cecured financial coverage to issue letters of credit which were accepted by
interrnational banks outside of Cameroon.



8

Dialogue with businessmen also allowed USAID/Cameroon to better understand
the difficulties and high transaction costs impcsed by the rules and procedures
for doing business in Cameroon. Among the more constraining rules identifying
as applying to the fertilizer subsectcr were the necessity of using Cameroon's
shipping line and obtainirg an import authorization from the Ministry of
Industrial and Commercial Development (MINDIC). This latter requirement was
particularly useless because the object of this protective measure --
Cameroon's fertilizer production plant -- had ceased operation in the early
19805, ¢

The value of this dialogue with businessmen indicated the need to continue
working closely with the private sector during the design phase and the
necessity of instituting an informal information-gathering network which
included commercial banks, fertilizer manufacturers, foreign brokers, lcocal
importers, cooperatives, farmers and dcrnor organizations. The role of this
information network has proven indispansable to the successful implementation of
the FESRF,

This dialoque with the private sector also pointed to the need to do more
than simply remove econcmic policy constraints in order to successfully

implement poiicy reform. _Closing down_the public monopoly would only entail

dismantling the old set of instjtutional arrdnqements. A new set of

institutional arrangements -- supportive of a pri al ket system -- need 0
be established in its place. It was during the design of the FSSRF that this
perneral objective Kad To be developed in detail.

— ——

Frogram Desian

Onte the BRC indicated its willinoness to pursue significant reform in the
fertilizer subsector, design of the FSSRF began in earnest. The obvious _

_shortcomings of the public monopoly supplemented wxgﬁwgﬁgmlnalghts gained

through policy dialogue pointed to a program that coatained two major e\ements-

An eronomlc Itberalizalion element and & privatization element. T

- - ————

The economic literalization element would encompass those aclions necessary
to dismantle the public monopoly and its supporting i1nstatutional arrangements.
Included in this element would be the cancellaticn of public procurement, a
public announcement campaign in wh.ch the BRC asserted its intention to
compietely privatize the importation and distribution of subsidized fertilizer,
and a gradua! elimination of the subsidy.

The privatization element would entail those actions necessary to replace
the public monopoly with a sustainable, competitive private market, Clearly the
cornerstone of the new system would be financial incentives that were
sufficiently attractive to induce private sector participation. Equally
important, given the deteriorating business climate and the mutual distrust
between the public and private sectors. would be steps to reduce the role of
government and themby the risks and uncertaintics foced by privaete csectao
participantis., While financia! incentives and reguced transactiony Lostc miaht
attract arjvais e iFe privalizat: c__gl:ﬂgﬂL_;IZZ:IE:E:1::§:EE;;

Or 4l
that the private sector inleresl waz translated ipio sustajned involvement in
She teptilizer subsector, To do sa, the privatizat.on elesenl needed Lo
confront the limited caﬁEETT?‘ET_—ﬁEE?terEL_ELLLLLQL'Drs. and BanfE To periornm
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all of the tasks invalved in fertilizer procurement and the lack of experience
They had in working with one anotRer. 1n short, the privatization element alsc™
needed to promote privale sector capacity-building. T

Economic Liberalization Element

Most of the components of the economic liberaliration element were easy to
identify: (1) oliminating the public ternder, (2) abolishing import quotas, (3)
removing restrictions at all distribution levels, (4) ending quantitative
allocation to end-users, (5) abandoning the uniform pricing structure, and (6)
eliminating the subsidy. Designing the differentiated pricing system that would
replace the uniform one and developing the subsidy elimination plan were more
complicated. As the design of the differentiated pricing structure has mare to
do with establishing financial incentives it will be dealt with in the
discussion of the privatization element.

The first step in developing the subsidy elimination plan was gaining
agreement over the definition of subsidy. USAID proposed that the subsidy per
unit for fertilizer be defined as a parcentage of total delivered cost at farm
level irclusive of marketing margins (i.e., Total Delivered Cost = CIF landed
Douala cost + handling + storage + transport + interest costs + murgins). USAID
also proposed that the levels of subsidy be reduced from 65 percent in 1987 to
45 percent in 1988, 20 percent in 1989, 10 percent in 1990 and zeroc percent in
1991.7 The GRC accepted USAID proposed definition of the unit subsidy and
egreed to completely phase out the fertilizer subsidy by 1991, However, Lhe TRC
wanted to keep the schedule o7 subsidy elimination flexible pending further
investigation and research. USAID acquiesced to the GRC proposal for greater
flexibility,

Further, in order to assure continued liberalization and adherence to the
subsidy removal plan, the FS5RF was designed to incorporate & measure of
conditionality. The $17 million program was divided in five tranches. The
first tranche was to be disbursed once the necessary policy liberalization
measures had been taken. The remaining four tranches were to be disbursed
annually upon evidence thet the liberalization, including subsidy removal, was
continuing. The underlying &assumption was thal after four years of progressive
liberalization, private fertilizer distribution networks will be weil enough
ezstablished for sustained participation in the subsector and, therefore, the
process of liberalization and privatization hard to reverse.

A1l of the liberalization elements were incorporated into the FSSRF Frogram
Grant Agreement. Eut beyond removing the obvious economic policy constraints,
there was a whole set of formal and informal institutional arrangements which
regulated the relationships of importers, cocperatives/distributors and bankers
within Lhe MINAGRI/FONAUER monopoly. The liberalization was expected not wnly
to alter the formal policies and procedures, but to result in the disintegration
of the informal arrangement a< well., The void that would be left by dismantling
&= the old regime needed to te filled by new formal and informal institutional
arrangements introduced by the privatication element.

Frivatization Element
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As noted earlier, the privatization element needed to contain two aspects,
The first was the provision of sufficient incentives to assure public sector
participation. In terms of financial incentives, the FSSRF was designed to
incorporate a differentiated pricing structure in lieu the uniform prices that
prevailed under the private monopoly. The FSSRF also provided financial
incentives ir the form of credit lines available to importers and distributors
at preferential rates. And in terms of non-financial incentives, the FSSKP
tontained & number of provisions for reducing the risk and uncertainty for the
private sector, prinicipally by articulating a new, less interventionist role
for the public sector.

Th~ second aspect of the privatization element was developing the capacity
af the private sector -- both in terms of the individual participants and the
sector as a whole -- to undertake fertilizer importation, distribution, and
financing in an efficient and sustainable fashion. The design of both aspects

are described in the remainder of this cection.

Incentives. The principle incentive tc the private sector is price. Fronm
the private sector's standpcint, the major shortcoming of the uniform pricing
structure was that it made no provision for the costs of distribution beyond the
wholesale level or fcr profitl margins of any kind, The uniform pricing
structure had another sericus shortcoming as well in that it promoted
inefficient fertilizer use by farmers. 1!l fertilizer, irrespective of
composition, scld for the sams price. Th@s a farmer who bought & bag eof
ammorium sulfate which contained 21 percent nitrogen paid the same price as a
farmer who bought a bag of urea which has twice as much nitrogen., FEoth of these
shortcomings were to be addressed by introducing a system of differentiated
prices based on transportation ano distribution costs and on fertilizer nutrient
content.

Although the differentiated pricing svelem was an improvement over uniform
pricing, 1t was not irue wmarket-based pricing. However the GRC was not willing
to move immediately to full decontrol. As long ac the it was financing the
subsidy, the GRC insisted on maintaining some control over _prices so as io

ensure that the subcidy was benefitting Lhe farmer. Thus USAID and GRC agreed

to incorporating i1nto FSSRF a pricing structure that establicsheo target ceiling
prices for each province {to account for differences in transportation and
distribution coste) and for each fertilizer type within each province (ta
account for differences in nutrient content).

f second type of financial incentive to be provided in the FSSRF was the
creation of a revolving credit fund with two credit lines -- one for
importation, one for distributior -- available under preferential lending
conditions. Such a revolving credit fund was seen as a way to provide financial
respurces to ease the ertry of cwaller, less credit-worthy private sector actors
and to redress the growing liquidity problems in the commercial banking
structure caused by the continuing economic crisis. The capital for the fund
would come from the local currency deposited by the GRC to match & US dollar
cach grant from USAID te the GRC. Mansgemen!t of the fund was Lo be handed to =
local conrmercial bant decionated as a fiduciary bank,

The introduction of a fiduciary btank was intenced to address the problems
of delayed and uncerta:n payments by the GRC under the public mcnopoly that had
be noted by the private sector. The fi1duciary bank's zsole role in the FS5SRP i
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to manage funds placed in its charge. For this service, it receive a management
fee. Under the FS5SRP, the fiduciary bank not only manages the credit funds, but
the subsidy payments as well. Again, to reduce private sector uncertainty and
risk, the FSSRF design included a provision that the GRC would make a lump-sum
deposit of funds intended to be the subsidy for a given year in an account of
the fiduciary bank. The fiduciary bank thus disburses credit and subsidy funds
to importers or distributors once certain specific conditions have ‘been nmet.

Capacity Building. Given the limited capacity of the private sector under
the public monopoly and the far greater demands on business and sales acumen af
the privatized regime, it became apparent that private sector capacity building
would be necessary. This would take two forms. One form was widespread
information dissemination. Dissemination was needed, first of all, to inform
the private sector of the GRC's intention to liberalize and privatize the
fertilizer subsector. As a next step, information,needed to be disseminated to
varinus potential participants -- commercial banks, importers, and distributors
-- on how to become invelved. The second form was informael advisary zervices to
the private sector. For USARID this was simply an extension of its role as
technical advisor to the BRC.

SECTION IV:
PROGRAM IMPLEMENTATION: INSTITUTING NEW ARRANGEMENTS

The implementation phase of the FS55RF began on September 29, 1987 with the
signing of two agreements between the GRC and USAID/Camercon. One of the
agreements was the $17 million program grant. The program grant stipulated that
all of the liberalization actions noted in Section IIf had lv be accomplished
before disbursement of the firet tranche of funds. The grant aleco contained the
conditions related to continued liberalization and subsidy removal that had teo
be fulfilled before the disbursement of the subsequent tranches. Finally, the
program agreemant alsc contained clauses related to the privatization elements,
notably the acceptance of the differentiated pricing and unit subsidy structure
advocated by USAID.

The second agreement was & $3 million project grant. The project funds
were available to support and monitor the implementation of the overall progranm.
In practice, the funds have been used principally to cover somp of USAID's
program management costs and to support various activities designed to build the
capacity of the public sector.

implementing the Liberalization Element

Given the conditicnalitly attached to the disburcement cof the first tranche
of program funds, the first implementation priority for the GRT and USAID was
salisfying the conditions precedent and, in so doing, dismantling the public
moncpoly. This occurred guite rapidly. Some of the conditions, such as
abolishing public tenderz, were essentially met aonce the program agresment were
signed. Other corditions, like formulation of the subsidy removal plan, took &
little longer.® All were completed by January {98E and the tramsition from



public monopoly to privatized system was publicized in the official media in t
first months of 198E.

Implementing the Frivatization Element

liberalization element w
consuming to implement,
intended to launch FESRF
for use during the
However,

Compared to the ease with which FSERF's economic
implemented, it has been much more difficult and time
FSSRF's privatization element. The TSC and USAID had
in January 1968 in order to make fertilizer available
applications of March-April and Septeaber-COctober in that same year.
it tock until May 19868 to put in place the procedures necessary for the privat
cector to commence signing contracts and until August 1988 for the FSSRF to be
fully cperational. As a result, fertilizer only reached the countryside aroun
Novembar {558

Operatignalizing the Frivatized Systen

Fart of the reason for the delay that the thres key tasks in
cperationaliizing the new orivatized system were much more technically demandin
then dismantling the vestiges of the public monopoly. Establishipo the
differantiated pricing structure with adequate financial inzentives, acevelopin
the management contract between the TEC and the fiduciary bark minial
governnent interveation 1nto the day-to-day mawaaﬂm»nf of the program, ard
desianino LNVErNIng &aflCERE ' funds
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Although the administered pricing methodolooy would be retained, sufficiently
gensrouvs margine of error wWere incorporated in ectimating the import price and
distances from the port of Douala to the final destimatior that would insure
that the resulting prices were al least a high as those develaped through
USAID's empiricallv-based calculations., The TSC approved that USAID-MIWDIC
compromise and the first set of differentiated prices for cubsidized fertilizer
was published in the MHINFAT/MINDIC interministeria! decree of May 9, [9BE (see
Attachment 1). s

Developing the Management Contract. Although the management contract
between the fiduciary bank and the T5C was a fairly modest document, iis
significance wae far greater. The contract did nothing less than formalize the
new institutional relationship between the public and private sectors in the
fertilizer sub-zector.!2 The contract ensured that the BRC wac no longer
directly involved in the day-to-day management of the either thes subsidy or the
credit funds, The contract also established the framework within which new
institutionel arrangements would be developed between commercial Lants,
importers, distributors and fertilizer end-users that weould support a privatized

fertilizer subsector. b/)
v

Dasigning fAccess Fules to Credil and Subsidy Funds., Desioning the rules
and procedures governing access to the credit and subsidy funds was a very
conplex task because it not only entailed ectablishing such obvicus factore as
Joan maturities, interest rates, and debt/equity ratios, but essentially
provided the 1nstitutional framework under which commercial banls, 1mporters,
distributors and end-uzers would operate.

mplesity of the task, USAID's strategy was to procesd in
hat mo”ed from general propos itions to more and mcore specific
rules. In this proces USAID was guided by t acvice provided by the T&C and
the informal pri € sector network.!™ Thus iZ farst studied the physical
flow of fertilizer and designed & preliminary set of finzncialiy rativatsd
institutional arrangements which should suppart tral phvsical 'luN (=
Attachment TI¢:. These preliminary arrangements included simg
about the role of the {iduciary bank, the commerciai i
the credit lires, and a simple methaod 7for disbursin
preliminary 1deas were refined and elaborated itera
detailed sel of rules and procedures were developed covering:

Given t! o
iterative steps t
F
v

i
-

racteristics of

- the relati=n ship betweer the f[iduciary banb and participating
comrercial barks;

- the zriterias for determining whether &n importer or distributor was

eiigible for access to the credit or subsidy funds:

- the procedures for earmarking anr disbursing subsidy fundsi and,

- the corditions sttached to the importation and distribuviion loans
fmaturity, interest ratec, debt/eouity ratiogs) ard the orocedures for
exrmarbing ant Sistursing loan furnas,

All of theze rules and procedures were published ir 2 General Inforaztion
Fanphlet by ihe 750 in Bpril 15932 ‘corpare Eitacheentes 11 and [0 for tre
differerce 1n the love] of zample 1ty and detail),



14

Modifyina the Role of the Public Sector

Dne asoect of implementing the privatization element was designing ard
introducing the fingncial and nonfii??%l incentives intended te induce private
sector participatiogn in fertilizer marketing. Another aspect was reducing the
disincentives and transactions costs assocriated with doing business. In the
case of FS5RF, this meant modifying the role of the public sector; reducing its
role from the dominant actor in the fertilizer procurement sycstem to a much more
rectricted part as a facilitator and information scurce. One critical step in
thic direction was removing the public sector's cperational role by introducing
the concept of the fiduciary bank. Fut this alone was naot sufficient. In
addition, the public sector needed to accept its reduced involvement and its new
function to support and facilitate the cperation of the public sectaor. It has
not been an easy transition.

fre source of difficulty has bean the efforts of disgruntled stakeholder in
the public monopoly to impede the implementation of F5SKF. Ancither source has
been the deeply hald mutual suspi??%inn of the private and public sectors. From
the public sector's persﬁz}ctive,\fke private sector is greecy and selfish and
the functicning of the market cannot be expected to channel these motives into
vseful social erds; only the state can. From the private sectoﬂs"view, the
public sector iz interested in control only to interfere and obstruct its
efficient operation. Given this mutual mistrust, there has been rezl
uncertainty on the part of the public sector as to the benefits of the
privatized system touted by USAID and there has been a tendency to cast any
implementation problem in terms of private sector venalitv. PRy the same token,
any reticence on the part of the public sector tended to be seen by the private
sector as & move to reassert control. Under the circumstances, USAID had an
important rcle to assure Loth groups of the positive intents ¢f the other,

A third source of difficully stemmed from trying to overlay this new,
supportive role on a bureaucracy whose internal instituticonal arrangements were
quite different. The new role called for the public sector to be responsive and
tc adopt a =upportive, even subordinant, role towards the private sectpr. Yet
the instutitonal arrangements within the bure%g}aty was highly centréffized,
rherished discretionary power particulalry toward the private sector,‘%nd had
few incentives for responsiveress or performance, Given the strength of the
instutional regime within the public sector, moving the bureaucracy toward its
new rolz has not been easy.

The combination of these sources of difficulty alsc delayed the launching
of the 1986 caspaign., First, there were the changes in the nature and level of
contacis between USAID and the GRC. While the negotiations between USAID and
the GRC over FS5SRF's policy reform program during the design phase wes limited
to a selected group of high-ranking GRC officials, the implementation of FESRF
necessitated the involvement of several ministries and, within each ministry, of
numerous middle level bureaucrats. Givern the highly centraliced Camerconian
bureaucracy, where information is not well-dicseminated and did not filter down
throaugh the hierarchy, these middle-leve) BRO oificials were, irn most 1nstances,
nct informed of and did not immediately comprenend the rationale behind the
decision of the very top layer of the BRC burezucracy to undertabe the refaorm.
This requirec USAID to spend & ccneiderable amount cf time esrly in the
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implementation phase essentially renegotiating the terms of the grant agreement
with ¢ different cast of GRC representatives. The renegotiation was extremely
time-consuming and disruptive and caused delays without adding anything
substantive.

Second, the lack of performance incentives and accountability in the GRC
bureaucracy rendered the timely launching of FSSRP practically isgossible.
Indeed, t» a significant factor in the late launching of the 1988 campaign was
the T5C's inability to control the pace at which GRC implementation of the
reform progressed. Implementation progressed when the good will of the GRC
representatives existed; when the gocd will disappeared, progress ceased.

The extreme case of this kind of institutional problem was exemplified by
the delayed issuance of the price/subsidy interministerial decree. By February
1988, the TSC had completed a proposed ceiling price and subsidy schedule for
the 1988 campaign based on USAID's estimates of total delivered costs. The
price/subsidy schedule was the last policy element needed to operationalize the
privatized system. The T5C sent, through the MINDIC representative, its
proposed price/subsidy schedule to MINDIC's DPWM for review and approval. The
TSC price/subsidy proposal was noi acted upon for three months. Under pressure
from the Fresidency, DFWM {finally responded; only to tell the TSC that its
praposal was not consistent with existing rules and requlations. Once the
DFWM's position was known, it took USAID only two days to negotiate & compromise
with CFUWM on behalf of the TS5C. The price/subsidy interministerial decree was
finally officially issued on May %, 1968,

Monitoring Implementation

After F5SRF became operational in May 19E8, the main implementation task
was Lo monitar the response of the private sector to the new set of
incstitutional arrangements provided under the FSSKF. BRased on the first year's
experience, FESRF appears to have identified a set of firnancial and nonfinancial
incentives and appropriate rules sufficient to induce private sector in the
marketing of subsidized fertilizer. However, it quickly became apparent that
there was a lot of room for improving the arrangements.

A number of problems arose as private sector actor began to test the new
system., These problems dealt with such icsues acs delavs in determining
eligibility to receive subsidy and credit funds, toc rapid expiraticn of loan
earmarking periods, and maturity datec of loans that rendered them almost
useless. Indeed, of the seven contracls signed between importers and
rocoperatives, almost all of them encountered problems of orie scrt or another,
At the came time, it was important for establishing the program's credibility
ano for limiting public sector intervertion not to make ad hoc modifications to
the rules and procedures. Under the circumstances, USAID's strategy was to
monitor the progress of the various contract intensively and to intervene
directly and forcefully te resolve whatever procedural and institutional
problewms arose without altering the existing institutional arrangements.

This strategy often measnt theat USAID had to adept a confrontational
approach with various miristries and sometlimes with the T5C iteslf, The
dificuities in resclving these difficucties stemmed from Lhe seme scurces of
reluctance by the public sector to adoot & more acryncdating role towpyd the
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private sector: the efforis of stakeholders in the public monopoly, the mistrust
of public sector motives, and the internal institutional arrangements that did
not provide incentives to rgbdgiveness. Usually USAID intervention with the
TSC or with the particulalr bureau was sufficient to resolve the probleams.
However, on occassion, USAID had io resort to pressuring high level aificialg
suppcrtive of reform to use their influence.

Eesides trying to resolve problems, ancther reason for monitoring
implementation was to identify those institutional arrangements -- rules,
prcedures, and incemtives -- that needed to be modified to make vuture annual
campaigns run more smoothly. In other words, the iterative process used in
gesign would continue to be used in implementation. _This approach was codified

—

in the program grant agreement which called for annual revieuws of the policy
Teform program to fine tune its varlous elements. The annuil review for 19BE
was conducted in December by a team made up of TSC representatives, USAID, and
an outside consultant., The resulting report served as a basis [far a workshop
held in January 1989 that provided an cpportunity ior the public and private
sectors to meet and discuss their experience with the {irst year of the proogram.
While all private economic operators welcamed the business cpportunities offered
by FSSRF, they were predictably critical of procedural difficulties and delays
which increased transaction costs and caused uncertainty, At USAID's
instigation, the participating businessmen at the workshop organized themcelves
in working gronns to draft proposed changes in FS55RF's formal anrd informal
arrangements . they were defined in the April 1966 General Information
Famphlet. Those proposed changes were presented to the TSC and thoroughly
discussed by the participants of the workenops. Once agreements were reached
between the TSC ana private economic operators, the final changes were recorded
by the TSC and were vsed &= the basis to revise the procedures for the
determination af eligibility to FSS5RF's loan and subsidy programs and the
earmarking, granting and disbursemerits of loan and subsidy funds as they were
defined in the April 1988 General Information Famphlet.?!®

USAID drafted & revised General Information Famphlet by incorporating all
the proposed chenges presented by the participants of the January werkshop. The
T5C approved the revisions and published them in February 1589 (see Attachment
V). Within the framework set by the formal and informal arrangements defined
by the February 1789 Generzl Information Famphlet, the 1989 FSS5RP ceampaign has
been progressing smoothly without de most of the pitfalls of the 1988 campaign.

Building Private Sector Capacity

In addition to operationalizing the privatization component and monitoring
implementation, the third necessary elemenl in implementing the privatization
element was building the capacity of the private sector. One aspect of the
capacity building effort was information dissemination., The private sector
needed to be informed of the changes in the fertilizer subsectaor and the steps
they needed to take to particiapte. The second aspect was moving from
information dissemipation to informal technical aszsistance. USAID plaved thic
role with importers, distributors, and commerical banks.

Besides the lack of appropriate skills to dzal with banks and fertilizer
producers, brokers and users, mast importers 2id not understand the new formal
and informal instituticnal arranasments whica prevailed in 1988 with the
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liberalizatiun and privatization of the subsidized fertilizer subsector. For
importers questions related to user's identity, contract negotiation, caost flow,
loan application, bank guarantee,marketing plan becamz very relevant. Importers
need to be advised of such things.

Like importers, cooperatives had very little comprehensicon of the new
formal and informal institutional arrangements which prevailed in 1988 with
FESRP's policy reform. For cooperatives, questions -related to fertilizer need,
importer’'s identity, contract negotiation, cash flow, loan agpplication, bank
guarantee became very relevant under FESRF, Cooperatives needed to be advised
of such things. ©Since 1988, USAID spent a great deal of time providing advisory
services to all prospective importers, cooperatives and distributors. The
rationale is that by reliesving the information constraint through identification
of the new formal and informal 1nstitutional arrangements more economic
operators will participate in Lihe importation and distribution of fertilizer and
the procese of privastization will progress raster.

At the level of banks and importers, USAID focused on clarifying and
explaining the role of the fiduciary bank, the functioning of FSSRF's loan and
subsidy program in relation te the physical flow of fertilizer and the nature of
FS5RF's document flow in relation to FSSRP's financial flow {(see Attachment V),
it the level of cooperatives and distributors, USAID focused on clarifyirg and
explaining the process of tender and price consultation and the processes of
contract negaotiaticon (see Attachment VI).

SECTION V
CONCLUDING REMARKS

The signing of FSS5RF's grant agreement basically signilied the successful
implementation of the economic policy reform component. Ity successful
implementation was the product of an active and labor-intensive policy dialogue
between USAID/Camercon and tne GRC during the research and program design phase
which lasted from 19.35 to 17987. In retrospect, the debate between
USAID/Camercon and the GRC over the velidity cof FSSRF's econcmic liberalization
component was limited to the very top layer of the GRC bureaucracy. The BRC's
decision toc sign that grant acreement with USAID/Camerccn represented the
opinion of the few GRC leaders whose foresaw and successfully defended
Camerocn's national interesti against stakehcolders in the public monopoly. The
current economic anc bucgetary crisis is presumably helpirg reform minded GRC
‘leaders advance their cause,

The relative ease with which the economic literalization element was
successfully 1aplemented should not, however, be concstrued &5 the attainment of
the privatization objective, Attainment of the privstization goal has beern far
more complex anc challenging than the implementation of FS5RF's econcomic
liberalization element, Tt will contirue to be so,

The first year's experience under “S5SRF chowed thal the new institulicral

arrangements woried; the removal of economic policy consiraints end oroors:c
financial incentives were sufficiently attractive Lo generale private sectior
involvement in the importation and distribuiion oi subsicized fertilizer.

However, the trznsactiones costs of the orocedural delays were significant., FRul
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it is clear fraom the results of the first campaign that the financial gains
built into FSSRF more than offset the transaction costs. As a result, the
FSSRF's incentive system will be maintained at least at its 1988 level in 1989
while efforts wi1l]l be made to lower transacticns costs,

However, it is expected that, under the best circumstances, some level of
institutional difficulty will persist in the implementation of FSSRF as long as
the GRC bureaucracy's mode of operation remazins one that, from the private
sector's point of view, controle to interfere or obstruct., Givenr thas GRC's
current mode of operation, USAID will continue to closely monitor every contract
coing through FSSRP system to ensure progress in the implementation of FSSRF's
privatization gosl until complete privatizalion will be achkieved., USAID will
continue to relv on the private sector information network to identify technical
and 1nstitutional bottlenecks in the marketing system and on accecsz Lo the BRC's
leadership to remove thoss bottlenecks. MAs long as the private sector
infocrmation network is functional and access to the GRC leadership can bea
productively and promptly activated, USRID can successfully implement FSSRF's
privatization element,

Eesides the private seclor information network and the accessz to thz GFR
leadership, the flexibility and adaptability of FESRFP's implementaticon proce
constituted essential elements of its relalive success in 1988. Indeed, FSS
implementation process 4as, and will remain, an iterative process. That oro
recognized, at the outset, that the implementation began with inadeguate
information and data. However, each implementing step will generate additional
information and data that will get fed into the next step of the 1mplementation
process to improve and strengthen that process to lead FSERFP closer tc complete
liberalization and privatization,

4

In Cameroon, where the bureauvcracy is devoid of performance incentive,
heavily centralized within which infarmation is restricted and burdened with
tremendous individual discretionary power, all poliry reforms leading to
liberalizaticn/privatization and requiring broad based implemeistation by aiddle
level GRC cfficials should, ideally, be preceded by a refaorm of the civil
service system. Without performance incentives, few BRC officiale will be
induced to implement policy reform, cne of the more challenging and demanding
economic development activities, Without wholesale decentralization of the
bureaucracy, adeguate {low of infor ation, clearly defined job description and
rules of accountability for GRC officials and overall policy liberalization, any
sectoral liberalization and privatization attempts similar %o FSSRF will bs
viewed by GRC officials as & loss of bureaucratic control and discretionary
power and  will, thus, be resisted through, at best, "fcot dragoina” and. at
worst, outright “"obstruction.™”

Given the large size of the public work force and its role ac the power
base for the GRC, a wholisale reform of the civil service system will be
extremeiy difficult and will, therefore~ got be forthcoming any time scon,
Thus, any sectoral liberalizalion attemp AFSSRP will be instituticnally
extremely difficult,

The experience of FSERF in 1988 showed thai., while in
difficulties were constraining, they were, however, not bi
monitoring, good private sector informaticon networtk and ac
leaderchip, progress toward complete liberalization and pri
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targeted subsector can be achieved. _FSSRF's expeiience also demonstrated that

the signing with the GRC of an agregment fnr sectoral policy reform constituted
i Teiatively easy task compared with {he brpad baced impl=mentation process
Yhich was aimed to transform, within a reasonable pericd of time, as_hepavilv
subsidized puhlic monopoly 1nto a subcidy free self-suztaiping private
procurement system. USBAID's focus cn provision of advisory services to private
economic operators through the identification of formal and informal
institutional arrangements appears to be essential to the progress achieved by

FESKRF in the privatization process.
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ENDNOTES

Cooperatives are considered privately owned entities in this paper.

The results of the 1988 campaign can be found in Abt Associates,
Privatization of Fertilizer Marketing in Cameroon: First-Year Assessment of
the Fertilizer Sub-Sector Reform Frogram, Techrical Report, June 1989, Abt
Rssociates Inc., Waskinoton, D.C.

Commission Des Communautés Européennes, Direction Gérnérale du
Développement, Frogramme Spécial d'lmportation d'Engrais (FSIE),
VITI/754/88-FR, 1988,

International Fertilizer Development Center, Cameropn Fertilizer Sector
Study, May 1986, Muscle Shoals, Alabama, U.5.A. The issue of efficiency of
the MINAGRI/FONADER procurement system had already teen examined as early
as 1982 in the World Banb Agricultural Input Supply in Camerocon, Volumes [
and II, June {983, Ellict Eerg Associates, Alerancria, Virginia, U.5.A4.

The IFDC recommendation amounted to a rehabilitation of the existing
MINAGRI /FONADER public manopaly.

Camercon's only fertilizer production plant, SOCAME, built in the cawdy
19705 went bankrupt within two years because of its inability to withstand
foreign competition.

See "Program Grant Aareement Hetween the Republic of Cameroon and the
United States of America for Fertilizer Sub-Sector Reform - AID Program No.
631-kK-601," September 29, 1987, section &£.4.h and Annex 1.

See Ministére du Flan et de 1'Amenagement du Territcire (MINFAT), "Flan
d'Elimination de la Subvention et Méthode de Faiement de la Subvention Dans
le Cadre de 1'Accord de Subvention av Programme de Réforme du Sous-Secteur
Des Enorais (FRESSE) (No. 631-K~-601)," Lettre No. 0041/MINFAT/DF/D, B
Janvier 1988,

Throughout this paper, the purpose of explicitly identifying USRiD's role
is not to claim credit for the work which had been done., Raitker, il is to
underscore the nature, magnitude and importance of timeliness of the
technical assistance.

Elements of the methadologv used by DFWM for the determinetion of
fertilizer administered orices are contained in "Arrdls HNo, OQO4/MINCF/DRPM
du & Février 1987 Fivant les Eléments Constitutifs Du Friv de Revient Des
Froduits Imrpcortes et dec Froduits de Froduction Locale," op.23-3B: “Prrété
No. 100/MINDIC/DFPFR Du {2 Décembre 1988 Fixent Les Elements Constitutifs du
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Friz de Revient et les Marges Hénéficiaires Applicables Aux Froduits
Importés, Aux Produits de Fabrication Locale et Aux Frestalions De
Services,™ and "Arréts No. A48/MINCI/DFFM/SDF/FI du 4 Juillet 19BB Fixant
Les Tarifs des Transports Routiers Des Marchandises.”

In spite of repeated inquiries by USAID, MINDIC's DFWM could neither
validate the relevance of a gross margin equal Lo 45 percenl of the import
price nor show how the transport unit cust of FCFA 33.75 per ton/km
("valeur merceuriale") was calculated in relation to the current gacscline
price,

“Agreement between the Technical Superviscry Committee (TSC) and the Bank
of Credit and Commerce Camercon (BCCC) i-- the Management of the Fertilizer
Sub-Sector Reform Frogram (FSSRF) Fund in Cameroon," signed on March 3¢, 1988,

The author would like to acknowledge the inputs made by Mr, Claudge Touitau,
former Fondé de Fouvoirs of the Société Générale des Banques au Camerocn
{SGEC), Mr. Lafont, former Directeur de Crédit of the Ranque Internaticnals
du Commerce el de 1'Industrie-Cameroon (BICIC), Mr. Jean-Luc Richard,
former Directeur Général de la Sociédté d'Engrais et de Froduits Chimiques
d'Afrique Equatoriale (SEFCARE), Mr. Scnowe E, Bongwa, General Mananer of
Hemason International and Mr. Stefan Rudin, Genersl Manager of Boliszse A/G.

Secretariat General, Rapport du Eeminaire - Atelier sur PRSSE - Dschara,
Frogramme de Reforme du Sous-Secteur Engrais, MINPAT, Fevrier 1985,
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MENCI/HINPAT ORDER OF mAY 3, 1988
FIXING FERTILI2£R CEILLING TARGET SUBSIDIZED FARMGATE PRICES
AOD uRIT Sussipits

Sumary Table 1/

Amion{um
* WPX NPYX, » NPX Sulfate Urea
20-10-10 12-6-20 10-30-10 213N 46T N

West Province 2/

= Target subs{dized 13,450 70,700 75,350 51,450 57,900
farmgate price (671) (673) {67%) (68%) (68%)
= Unft subsygy 36,600 35,000 37,600 23,800 27,500
(331) (333) (333) (32) (3z23)
North-Nest Province
= Target subsidfzed 78,250 75,500 80,150 §6,250 62,700
famgate price (683) (68x) (68z) (705) (703)
= Untt subsiqy 36,600 35,009 37,600 23,800 27,500
(323) (323) (323) (301) (301)
South-West Province
- Target subsidfzed 68,450 65,700 70,350 . 46,450 52,900
famgate price (652)  (651) (65%) (66%) (653)
= Unft subsiqy 36,600 35,000 37,600 23,800 27,500
(353) (3s52) (353) (341) {343)
Littora) Provinge
= Target subsigired 68,250 65,500 70,150 46,250 52,700
farmgate price (653) (653) (653) (652) (65%)
= Unit subsiqy 36,600 35,000 37,600 23,800 27,506
(3s%) {353) (353) {343) (343)
Center Province
= Target subsid{zed 75,850 13,100 77,750 53,850 60,300
farmgate price (67%) {683) (675) {633) {691)
= Unft subsigy 36,600 35,000 37,600 23,800 27,500

(331) (322) {331) {31z) (31g)
. Horth Province _3_/

= Target subsid{yed 11,550 108,800 113,450 89,550 96,000 ‘
farmgate price (75%) (763) °  (751) (79%) {763)
~ Unft subsigy 36,600 35,000 37,600 23,600 27,500

(25%) 1243) (251) {(213) {223)
Extreme-North Province i/

- Target subsidized 121,450 118,200 123,350. 99,450 105,900
farmgate price (772) () (771) (81%) (793)
= Unft subsidy 36,600 35,000 37,600 23,800 00

a,s
(233) (233) (23) (193) (212

12 |

Figures are expressed 1n FCFA per ton. The sum of cefling target

subsidized famgate price ang unit subsidy fs equal to total delfvered .
Cost plus all profie wvirging,

Percentages in brackets are’expressed in relation to total delivered cost

plus all profit margins, .
2 Mustrative figures : A Study wil) be conducted to determine prictse )
figures, .

S
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COMMODITY AND FINANCIAL FLOWS UNDER FSSRP
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- To liberalize and privatize fertilizer impottation and
distribution, i.e.,

* lertilizer importation is ' no longer subject to government
tender;

* Distribution at the wholesale and retail levels is
unrestricted;

- Use of subsicdized fertilizers is no l2nger subject to government
quantitative allocations.

- Fertilizer subsidy will be eliminated over several years.

NOTE: Medium- and small-scale enterpriszes (i.e., PME/PMI) in Cameroon
are encourajed to participate in FSSRP.
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202 wiho, st lzzot cnce, irzorted fertilizers curing
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- Distril“torL wro, &t

least once, distributed subsidized
fertilizerc to farmers curj

ng the 1984-87 periced;

- New marketing organizations which have as shareholdesrs either
importers or distributors vho, at least once, imported or
distributed subsidized fertilizers during the 1984~87 period;

- New marketing organizations which add a significant amount of
value (through building of warehouses and installation of bagging
and bulk blending equipments, etc.) to imported fertilizer
materials.

NOTE: Subsidized fertilizers are defined as NPK/20-10-10,
NPK/12-6-20, KPK/10-30-10, ammonium sulfate (21% nitrogen) and

urea (46% nitrogen).

III, FSSRP FINANCIAL SYSTEM

&. Financial Resources: The Covernment of the Republic of Cameroon
(GRC) will make financial resoiurces available through two accounts
at the FIDUCIARY BANE:

- A CREDIT FUND to facilitate the financing of the importation
and distribution of fertilizers under preferential lending
conditions; :

PR B

-~ A SUBSIDY UL to be firnanced through the official GRC budget,

Subsidy funds will be made available by January. 1l of cach vecar
for dizburoenents, threacn the banking svotem, to cligible
inmporters/sailstribytors after £ulfoIMan of the FS5iP

conditions stated in Section V below, i SRR L

\- ',. ! - o ‘/ N
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b. PFinancial Acents:

- The Bank of Credit and Commerce - Cameroon (BCCC), yEE
FIDUCIARY. nAlNK, manages tne CREDIT FUND and SUBSIDY FUND.
BCCC loans out crecit funds, under conditions defined in

- Section 1V below, to eligible commercial banks through which
it also makes available subsidy fands to eligible importers/
distributors under conditions céefined in Section V below;

- THE COMMERCIAL BANKS grant loans to importers/distributors by
drawing on funds put at their disposal by the FIDUCIARY BANK
under conditions defined in Section IV .below.

[V. PSSRP LOAN PROGR2M,

- The FSSRP loan program includes a credit line for the importation of
fertilizer and another credit line for the distribution of fertilizer;

- Uncdev no clrcumstancss, <can an iktttor ebtain a second
lozin witiolt 0l rziayranc of .
2. Characcoriztiics ©f FE&us Shore-term Innortation Credit.,
). Prevailing Interest Retes,

L= The rate paid by Participating Commercial Banks to the
Fiduciary Bank is (TEP - 3% + TDC + ICAI(TED - 33)).

=-' The rate paid by importers/distributors to commercial banks is
(TEP + TDC + ICAI(TEP)).

Note: -TEP : Taux d'escompte préférentiel,
~TDC : Taxe sur distribution de crédit, i.e., 1%,
~ICAI Impot sur chiffre d'affaires intérieur, i.e., 10.99%.

2. ‘ Reference Value for Determination of Loan.

Amount of loan per shipment will the CIF import value of
fertilizer shipment.

3. Granting, Disbursement and Maturity of Loan.

- A loan will be granted by BCCC on the basis of a signed sale
contract betwecen producer/supplier and importer/distributor.
The centract will be presented by the importer/distributor's
bank to BCCC along with other neecded information concerning
-importer/distributor and producef/suppl@er;



- A loan will be disbursed by BCCC to commercial banks within
five (5) working days from the cdate of presentation of
evidence that fertilizer shipment. was loaded on ship at the
port of origin (i.e., commercial bank's certified statement
signed by an authorized representative and supported within a
reasonable time by the bill of lqﬁing in question);

- A loan will be Cue on the earlier of either (a) ninety (90)
days after the date of loading of fertilizer shipment at the
point of origin {i.e., date of issuance of the bill of ladlng)
or (b) the date of customs clearance of fertilizer shlpnent
recorded in one of the customs documents D3, D1l or D15
depending on the method of customs clearance utilized by the
importer/distributor.

Debt/zcuitv ratio.

- The dedb/ccrity rztio is fixed &t 20/70.

- The Flolacioary Dhn will prowide funding ecual to thirty
poercent (U0 ol oo CIF dimiors velus of th‘ fertilizer
shipnont Commizroial banks will assume £ull recoponcibility in
the determination of trne eppropriate compositien/structure of
importers/distributors' scelf-financed seventy percent (/0%) of
tne CIF import value of the fertilizer shiprent.

Prevailing Interest Rates.

- The rate paid'by Participating Commercial Banks to the
Fiduciary Bank is (TEP - 3% + TDC + ICAI(TEP - 3%));

- The rate paid by importers/distributors to commercial banks is
(TEP + TDC + ICAI(TEP)).

: Taux d'escompte préférentiel,
~TDC : Taxe sur distribution de crédit, i.e., 1%,

Impot sur chiffres d'affaire intdrieur, i.e., 10.99%.

Reference Value for Determination of Loan.

hmount of loan per fertilizer shipment will be determined by the
subsidized target farmgate value of fertilizer shipment plus
subsidy payment rclated to fertilizer shipment minus CIF import
value of fertilizer shipnient.

Fertilizer subsidized target farmgate pTgce and unit subsidy are
determined by the GRC.
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Granting, Diskbursement and Maturitv of Loan

A loan will be granted on the earlier of either (a) ninety (90)
days from the date of issuance of the bill of lading or (b) the
date the fertilizer clears customs. The date the fertilizer
clears customs will be that recorded in one of the customs
documents D3, Dll or D15, cepending on the method of customs
clearance utilized by the importer/distributor;

A loan will be disbursed upon presentation of certification of
quantity and quality issued by an accredited inspection firm and
of evidence by the commercial bank that the importer/distributor
has fully repaid previous importation loaas;

A loan will be due one hundred and eighty (180) days from the date
the distribution loan is disbursed.

Debt/ecuity ratio,

—— et e WD D T e
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Conmercial banks will &@ssume full resgoln-ibility in' the
detérmination of the appropriate compersition/structure of
impritcrs/distributors' self-financeé thirty parcent (36G3) of
the reference value defined in Section 1IV.b.2 above.

V. PSSRP SUBSIDY PROGRA#.

- Fertilizer subsidy funds are on deposit in BCCC. For 1988, the
subsidy fund is sufficient to accommodate 60,000 tons of fertilizers:;

- A system of earmarking and céisbursing subsidy funds has been
instituted. A That system is cdescribed helow.

1.

Earmarking: A portion of the Subsidy Fund will be earmarked in
BCCC for a particular importer/distributor for up to ninety (90)
days from the date of the contract signed between importer/
distributor and producer/supplier. The inporter/distributor will
afterward present to BCCC its marketing plan which was approved by
its commercial bank. )

Dishbursement: The subsidy will be disbursed by BCCC to importer/
distributor via its bank vpon presentaticn by the commercial bank
to BCCC of one of the customs documents D3, D11 or Di5 (depending
on the method of customs clearance utilized by the importer/
distrihutor) as well as a copy of the bill of lading, the
certificate of quantity and guality issued by an accredited
inspection firm and the supplier's invoice.
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VI. PRICES AXND SUBSIDIES.

- Fertilizer prices in the marketplace will not be controlled by the
GRC. The Government will, however, identify and publicize ceiling
“target® supsidized farmgate prices and unit subsidies for fertilizers;

- The guiding principle will be: The sum of:the "target" subsidized
farmgate price and unit subsidy payment will equal the importer/
distributor's tdtal delivered costs (inclusive of appropriate profit

margins). )

VII. IMPORT LICENSING PROCEDURE.

Import AUTEORIZATIONS and LICENSEs will be issued by MINCI to eligible
importers/cdistributors identified in Section II above.

VIII. UPDATING GEMNEPAL INFORVETION ON TZZ FSGRP,
Tris inforrmiticn namohiles will ne upcated fron time to time as and
when oo
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I. OBJECTIVES OF FSSRP.

To liberalize and privatize fertilizer importation and distribution,
i.e.,

* Pertilizer importation is no longer subject to government tender;
* Distribution at the wholesale and retail levels is unrestricted;

- Use of subsidized fertilizers is no longer subject to government
quantitative allocation. ;

- Pertilizer subsidy will be eliminated over several years.

Notes: ~ Medium- and small-scale enterprzses in Cameroon are encouraged to
participate in FSSRP,

- Subsidized fertilizers are defined as NPK/20-10-10, NPK/12-6-20,
NPK/10-30-10, ammonium sulfate (21% nitrogen) and urea (46%
nitrogen).

IT. FPSSRP FINANCIAL SYSTEM

II.l1. FPinancial Resources: The (jovernment of the Republic of Cameroon
(GRC) will make financial resources available through two
accounts at the FIDUCIARY BANK (FB):

- A CREDIT FUND to facilitate the financing of the importation and
distribution of fertilizers under preferential lending conditions;

= A SUBSIDY FUND to be financed through the official GRC budget.
Subsidy funds will ‘be made available by January 1 of each year
for disbursement, through the banking system, to eligible
importers/distributors after fulflllment of the FSSRP conditions
stated in Sections III and V.

II.2. Financial Agents:

- The Bank of Credit and Commerce Cameroon (BCCC), THE FIDUCIARY
BANK, manages the CREDIT FUND and SUBSIDY PUND. The FB loans out
credit funds, under conditions defined in Section IV, to eligible
commercial banks through which it also makes available subsidy
funds to eligible importers/distributors under conditions defined
in Section V;

- THE COMMERCIAL BANKS (CB) grant loans to importers/distribvtors
by drawing on funds put at their disposal by the FB under
conditions defined in Section IV;

- By contractual agreement signed with the TSC, the FB cannot
operate as a commercial bank under the FSSRP.
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III. ELIGIBILITY POR PSSRP LOAN AND SUBSIDY PROGRAMS

IIT.l. Criteria: The following entities are eligible:

- Importers who have, at least once, imported fertilizers since
1924; or
- Distributors who have, at least once, distributed subsidized

fertilizers to farmers since 1984; or

- New marketing organizations which have as shareholders either
importers or distributors who have, at least once, imported or
distributed subsidized fertilizers since 1984; or

- New marketing organizations which add a significant amount of
value to imported fertilizer materials (as indicated by ownership
of warehouses capable of storing at least 5,000 tons, availability
of bulk blending or bagging installations, availability of
transport facilities, etc,).

I1I.2. Procedure: A CB will initiate the determination of elegibility
for each new entry into FSSRP based on one of the criteria
identified above. The CB will then seek the concurrence of the
FB. In cases where FB's determination of eligibility agrees with
that of the CB, the FB's decision on eligibility will be final,
In cases of disagreement between the CB and the FB, the FB will
refer the eligibility question to the TSC by telex. The TSC will
render the final decision within five (5) working days based on
the criteria identified above and communicate that decisicn to
the FB by telex, telefax or written notice.

N v'/'
P /o e ol
IV. FSSRP LOAN PROGRAM 4
- The PSSRP loan program includes a credit line for the importation
of fertilizer and anothet credit line for the distribution of
fertilizer;
- Por 'a given contract/shipment, an importer/distributor can.apply

and be approved for a distribution loan and an importation-loan
at the same time. However, under no circumstances, can a
distribution loan be disbursed to an importer/distributor for a
given contract/shipment for which the importer/distributor has an
outstanding importation loan;

- An independent distributor may apply for and be granted a -
distribution loan without being affected by the status of the
importation loan(s) related to the same contract/shipment;

- Both the importation loan and the distribution loan may be repaid
in their entirety prior to maturity dates without penalty.
However, the early repayment must include the principal and the
interest due on the date of repayment of the loan.
ézl/‘
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Iv.1. Characteristics of FSSRP Short-Term Importation Credit

4. Prevailing Interest Rates

= The rate paid by the CBs to the PB is:
(TBDP - 3% + TDC + ICAI(TBDP - 3%));

- The rate paid by importers/distributors to the CBs is:
(TBDP + TDC + ICAI(TBDP)).

Notes: -TBDP: Taux de base débiteur privilégié,
-TDC : Taxe sur distribution de crédit, i.e., 1s,
-ICAI: ImpGt sur chiffre d'affaires intérieur, i.e., 10.99%

b. Reference value for Determination of the Loan

- The amount of loan per shipment will be based on the CIF import
value of fertilizer shipment.

¢. Granting, Earmarking, Disbursement and Maturity of the Loan

- A loan will be granted by the FB on the basis of a signed sales
contract between producer/supplier and importer/distributor. The
contract will be presented by the importer/distributor's CB to the
F3 along with other needed information concerning the importer and
producer/supplier;

- The expiration date of the earmarking period for. the importation
loan will be the exp.ration date of the earmarking period of the
subsidy related to th~ same contract/shipment;

- The FB will disburse the loan to the CB within five (5) working
days from the date of receipt of a coded telex sent by the CB
requesting dishbursement of the importation loan and indicating the
date on which the shipment was completely loaded on ship at the
port of origin. The CB will present to the FB within three (3)
weeks -a certified statement signed by a well identified and
authorized representative attesting that the fertilizer was
completely loaded on ship at the port of origin on the date
indicated in the coded telex;

- The loan will be due ninety (90) days after the date of
disbursement by the FPB.

d. Debt/Equity Ratio

- The debt/equity ratio is fixed at 50/50;

- The FB will provide funding equal to fifty percent (50%) of the
CIF import value of the fertilizer shipment. The CBs will assume
full responsibility in the determination of the appropriate
composition/structure of importer/distributer's self~financed
fifty percent (50%) of the CIF import value of the fertilizer
shipment, -
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Iv.2. Characteristics of FSSRP Short-Term Distribution Credit Line

a. Prevailing Interest Rates

- The rate paid by the CBs to the PB is:
(TBDP - 3% + TDC + ICAI(TBDP - 3%));

- The rate paid by importers/distributors .to the CBs is:
(TBDP + TDC + ICAI(TBDP)).

Notes: ~TBDP: Taux de base débiteur privilégié,
=TDC : Taxe sur distribution de crédit, i.e., 1%,
-ICAI: Impot sur chiffres d'affaire intérieur, i.e., 10.99%

b. Reference Value for Determination of the Loan

- The amount of the loan will be based on the subsidized target
farmgate value of fertilizer shipment plus subsidy payment related
to fertilizer shipment minus CIF import value of fertilizer
shipment; L

~ The fertilizer subsidized target farmgate price and unit subsidy
are determined by the GRC.

C. Granting, Earmarking, Disbursement and Maturity of the Loan

- 2 loan will be granted on the basis of either a signed contract
between the distributor and the importer or, in cases where the
importer is involved in direct wholesale/retail sales, a marketing
plan approved by the CB;

- The loan amount will be earmarked for a period of oné hundred and
twenty (120) days from the date of the disbursement of the
importation loan by the FB;

- For a given shipment, the loan will be disbursed upon presentation
of a certificate of quality and quantity issued by an accredited
inspection firm either at the time of loading or unloading; a
certificate stating that any importation loan(s) related to the
same contract/shipment have been fully repaid, if such a loan
exits; and, one of the customs documents (D3, D11, or D15
depending of the method of customs clearance used by the
importer/distributor) which indicates that customs clearance has
taken place;

-~ A loan will be due one hundred and eighty (180) days from the date
the distribution loan is disbursed by the FB.

d. Debt/Equity Ratio

- The debt/equity ratio is fixed at 50/50; -

- The FB will provide funding equal to fifty percent (50%) of the
reference value defined in Section IV.2.b above. The CBs will
assume full responsibility in the determination of the appropriate
composition/structure of importer/distributor's self-financed
fifty percent (50%) of the reference value defined in Section

IV.2.b above. <}
/2
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V. FSSRP SUBSIDY PROGRAM

Fertilizer subsidy funds are on deposit in the PB. Por 1989, the
subsidy fund is sufficient to accommodate 75,000 tons of fertilizer;

A given contract/shipment can receive only a single disbursement from
the subsidy fund; '

Access to subsidy funds requires participation in at least one of the
two PSSRP credit lines;

A system of earmarking and disbursing subsidy funds has been
instituted. That system is described below:

1, Earmarking: At the request of a CB, the FB will earmark the

appropriate amount of the subsidy funds for a particular
importer/distributor on the basis of a signed contract between the
importer/distributor and a producer/supplier. The earmarking will
last for a maximum of ninety (90) days from the date the FB earmarks
the subsidy funds. The FB will notify the CB of the date of
earmarking by telex. The importer/distributor will, through the CB,
present the PB with a marketing plan, which has already been approved
by the CB, in due course.

Disburgsement: The subsidy will be disbursed by the FB to importer/

distributor via a CB upon notification by the CB that the shipment has
arrived and upon receipt of CB's request for disbursement of subsidy
by coded telex. Immediately after sending the coded telex, the CB
will mail the FB a copy of the bill of lading, the certificate of
quantity and quality issued by an accredited inspection firm either at
the time of loading or unloading and the supplier's invoice. Within a
month after sending the coded telex, the CB will send one of the
customs documents (D3, Dll, or D15 depending on the method of customs
clearance used by the impoivter/distributor) to.the FB.

VI. PRICES AND SUBSIDIES

Pertilizer prices in the market place will not be controlled by the
GRC except that the GRC will establish and publicize ceiling target
subsidized farmgate prices and unit subsidies for fertilizers;

The gquiding principle will be: The sum of the target subsidized
farmgate price and unit subsidy payment will equal the importer/
distributor's total delivered costs (inclusive of appropriate profit
margins).

VII. IMPORT LICENSING PROCEDURE

Import AUTHORIZATIONS and LICENSES will be issued by MINDIC to
importers/distributors and new entrants determined as eligible under
Section III above.
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VIII.UPDATING GENERAL INFORMATION ON THE FSSRP

MMaceK N +/’+

This version of the information pamplet updates the version released
in April 1988. Puther updates will be made from time to time as and

when needed.

IX. USEFUL ADDRESSES FOR OBTAINING ADDITIONAL TNFORMATION

1. GENERAL SECRETARIAT
MINISTRY OF PLAN AND REGIONAL DEVELOPMENT
TECHNICAL SUPERVISORY COMMITTEE
FERTILIZER SUB-SECTOR REFORM PROGRAM
" YAOUNDE
TEL: 23-32-91
TELEX: 8203 RN OR 8268 KN MINPAT

2, USAID/CAMEROON
FERTILIZER SUB-SECTOR REFORM PROGRAM
BP 817
YAOUNDE
TEL: 22~-02-69/23-05-81
TELEX: AMEMBYA 8223 KN

3. BANK OF CREDIT AND COMMERCE CAMEROON S.A
FIDUCIARY BANK/FSSRP \
IMMEUBLE KENNEDY, AVENUE JOHN F. KENNEDY
B.P. 1188
YAOUNDE
TEL: 23-30-25/22-29-8%6
TELEX: 8558 KN OR 8606 KN

4, DIRECTION OF AGRICULTURE
MINISTRY OF AGRICULTURE
SUB--DIRECTORATE OF AGRICULTURAL PRODUCTION
YROUNLE
TEL: 22-04-32
TELEX: 8325 XN

-~
"~ .
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DOCUMENT FTLOW WITHIN THg FSSRP
LOAN/SUBSIDY PRUGRAM
Procedure to be follcwed by
Importers/Distributors ancd Commercial Banks.

STEP I: —-GRANTING OF IMPORTATION LOAN,
-EARMARKING OF SUBSIDY, AND
~GRANTING OF DISTRIBUTION LOAN (if requested).

(1)GRANTING OF IMPORTATION LOAN will be executed by the Fiduciary
Bank (FB) based on a signed sales contract between Producer/Supplier
and Importer/Distributor.

Notes: -Importation loan funds are earmarkea for 90 days.
-Proforma invoice is not acceptable.

(2)EARMARKING OF SUBSIDY will also be executed by the FB on the basis of
the signed sales contract between the Producer/Siupplier and
Importer/Distributor but the Importer must submit immediately
thereafter, through the Commercial Bank (CB), either of the following:

(a) a signed sales contract between Importer and
Distributor/EZnd-user, or

(b) a marketing plan approved by the CB in case the Importer is
himself the Distributor,.

(3)GRANTING OF DISTRIBUTION LOAN will be executed by the 7B, if requested,
based on:

(a) either a signed sal=s contract between Importer and
Distributor, or

(b) a marketing plan approved by the CB in case the Importer is
himself the Distributor.

Note: The distribution loan funds are earmarked for 120 days.

,S7EP II - DISBURSEMENT OF IMPORTATION LOAN.

DISBURSEMENT OF IMPORTATION LOAN will be undertaken by the FB based on:

- A coded telex from the CB to the FB requesting disbursement of the
importation loan and indicating: (1) date of Bill of Lading,
(2) quantity and type of fertilizer loaded and (3) sailing date of
ship., However, the coded telex must be sent within 90 days of
earmarking of the importation loan.

Note: The coded telex must be followed within three (3) weeks by an
attestation in writing from the CB, signed by one of its
authorized representatives (i.e., well identified and empoweregd
by the CB), certifying that the fertilizer was completely loadad
on =he ship in the port of origin on the date mentionec in th
coded telex, and indicating the date the ship sailed.
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STEP IIJ - DISBURSEMENT OF SUBSIDY.

DISBURSEMENT OF SUBSIDY wiil be undertaken by the 73 based on:

-A coded telex from the CB to the FB announcing the arrival of the
fertilizer shipment and requesting disbursement of the subsidy, as
long as this occurs within 90 days from the subsidy earmarking.

Notes:-Immediately aftdr the coded telex, the CB will send to the FB,
by mail, a copyiof the Bill of Lading, the Certificate of
Quantity and Quality issued by an accredited Inspection
Company either at the time of loading or unloading and the
supplier's invoice, and

~Within one month from the date of the coded telex, the CB
must send to the FB one of the customs clearance documents
(D3, D11 or D15 depending on the method of customs clearance
used by the Importer/Distributor).

STEP IV - REPAYMENT OF IMPORTATION LOAN,
- DISBURSEMENT OF DISTRIBUTION LOAN.

DISBURSEMENT OF DISTRIBUTION LOAN will be undertaken by the FB based
on:

(1) If the Distributor is at the same time the Importer:

(a) a certificate of quantity and quality issued by an
accredited Inspection Company either at the time of loading

or unloading,

(b) an attestation from the CB regarding repayment in full of
importation loan(s) linked to the same contract/shipment if
such loan(s) exist, and

(c) a customs clearance document (D3, D11 or D15 depending on
the method of cuscoms clearance used by the importer/
distributor) showing clearance of the shiomen: in guestion

by Customs.,

{2) If the Distributor is cdifferent from the Impor:ter:

(a) a certificate of guantity and quality issued by an
accredited Inspection Company either at the time of loading
or unloading, and

{b) a customs clearance document (D3, D1l or D15 depending on
the method of customs clearance used by the
importer/distributor).

Note: In both cases, disbursement must occur within 120 days of
earmarking the distribution loan.
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QOMMODITY AND FINANCTAL FLOWS UNDER PSSRP

SIEP 1 STEP II SIEP III STEP IV STEP V
ISSUANCE OF BILL CUSTOMS
SALES QONTRACT OF LADING UNLOADING  CLEARANCE DISTRIBUTION DISTRIBUTICN
SUPPLIER/PRODUCER LOADING/EUROPE DOUALA DOUALA PROVINCIAL CENTER FARMGATE
X X X X X X X X
~— + | | |
| | | | |
| l I I |
| | | | |
P x X
GRANTING DISBURSEMENT | REPAYMENT - S0 DAYS |
IMPORTATION LOAN IMPORTATION LOAN IMPORTATION LOAN
| - | | |
l B |
GRANTING | DISBURSEMENT REPAYMENT - 180 DAYS
strmlimou LOAN | DISTRIBUTION LOAN DISTRIBUTION LOAN
| |
X X
EARMARKING Of THE DISBURSEMENT OF
SUBSIDY ~ 90 DAYS SUBSIDY
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COLLTOT 2105 SORMITTZD WITHIN A PRE-DETEARMINED PEATCD QF
RSN

2MITTED BY A COMMITTEE SET UP BY COOPERATIVE.

ACCEST AT LEAST TaD BIDS BASED SOLELY ON PRICE PROPOSED FOR
FURTHER NESOCIATICONS

SECUCTATE FINANCIAL CONDITIONS RELATED TO EXECUTION OF
COoNTAACT i ul IzatRdL BIRDERS.  TAE MORE IMPORTANT
FINANCIAL CONBITIONS ARE:

- SJPPLIZR JREOIT,

- FINANCIML SUARANTEE REQUIRED OF COOPERATIVE,
= ousimlaollon CIREL]T UnDEROFS3RP LOAN PRUGRAM,
- raYSiCAL LOSSES: WHO WILL BEAR THE CoOST ?

CHUSE UNIQUE SuUrPLIER BASED ON NEGOCIATION IN STEP 6.

s b

FINALLIZE CONTRACT wITH UNIQUE TMPORTER BY INCORPORATING
AGREED UPoN PRICE AND FINANCIAL COANDITIONS NEGOCIATED IN
STEPS 5 AND 6.



