
E C W L D T I O N :  FLVAVCE & MAYAGEMEhW PROJECT 

hbraged kp- 
Associates in Rural Dewlopment, Inc. 

fa allahration %vi* 
5raru~e Unjvefiity- X ! ~ ~ p > i i ~ n  Studies Pmgram%lax~%-elI Schiaol ai Citizenship & h b k  Aifais 
i$diaaa ~njv+sih-"- b*<~rksl io~  in ~01iiical The&F 6r Policy Analysis 

~nnnsnl.6td bv BEST AVAILABLE COPY 

VDouglas
BEST AVAIL Stamp



ECONOMIC POLICY REFORM IMPACT ASSESSMENT 
OF USAW-SUPPORTED REa;"ORM IlWTU"TPVES 
IN CAMEROON, 197-1994 

FlNAL REPORT 

Decentralization: Finance and Namagement Project 
A d a t e s  in Rural Development, Inc 

Contract No. DHR-5446-2-00-7033-00 

Prepared by: 

John H- Eriksen, Team Leader 
Peter BIoch 

Prepared for: 

The United States Agency fox international Developem 
Mission to Cameroon 
=ice of Economic Analysis and Policy Refom Implementadon 



ACKNOWLEDGMENTS 

This report reviews the accornp'%ishrnents and ztssesses the impacts of three USAD- 
supported exonomic policy reform initiatives Cameroon. They incfuded the Fertilizer Sub- 
Sector Ref~rm Program (FSSRP), the Program of Reform in the Agricultural Marketing 
Sector-- PRw H (PRAMS I), and the Program of Refam in tfie Export Pracessing Sectar 
(PIREPS). 

Mormatiqn for the assessment was gathered in Czmeroon in February and March 
1994. The assessment earn conducted interviews with poiicy process participants--i.e., 
government officials, U S m  Mission representatives, p r o p  staff and cusultants, private 
sector basinwmen, and members and officers of wo major cooperatives. The consultants 
also reviewed an Impressive body of secondary source materkds--i.e,, pmject fdes, 
government documents, reports from other donw agencies. and U S D  Mission records- 
available on the specific refom programs and the mrrcmconomic prfommce of the 
Cmerooniarn economy. 

The Scope of Work which governed the assessment is presented in Annex A. The 
assessment t i a n ' s  ithemy is contained in AMex B and a listing of the peasans contacted is 
in Annex C. To assist the reader in undersanding the sequences of events in the design axrd 
implemenmtian of the three programs, chronologies of the major steps in the evo2utkn of 
each program are presented in Annex D. And, FmalIy, a complete bibfiogmphy of the 
documens md  ports reviewed by the assessment team is contained in Annex E. 

During the assessment, many hours were devoted to in-depth interviews with process 
participants in manv locations. The many respondents who interacted with team members 
wep, most helpful, open and often quite frmk in their opinions abouh the policy processes. 
The authors are most appreciative of their kind assistance with rbe assessment, wMe in nu 
way hofding them responsible for this fmd product. 

Finally, the assessment tern would B e  to offer a special vote of appreciation to the 
US.MD hWon Director. his staff, and, particularly, to the members of the Lh4hion'~ 
Economic Analysis md P o k y  Reform Implementation Office for their suWanding attention 
to colkxing and preparing relevant prugziam documents and reports for ahe assessment team, 
to arranging a very interesting field trip, and to pr~viding the logistical support which so 
greatly f8dhted the team's wark In Cameroon. 



CONTENTS 

ACRONYMS AM) ABBREVIATIONS 

EXECUTI.V]E SUMMARY 

I. ~ O D U C T I O N  

A. Purpose of the Assessment 

B. Methodologies Used 
1. Definition of Key Ter~ns 
2. Methodology 
3. Organidon of the Report 

A. Physical S e h g  

B. Socio-Economic Context 

C. Major Constraints to Broad-based Economic 
Growth 
1. Market Constraints 
2, Policy C o n s ~ ? s  

III. REMOVING THE CONS-S 

A. Cameroon's Structural Adjustment Program I S M )  

B. USAED/Cameroon Strategy to Address Key Growth 
Constraints 
1. The DFA Framework 
2, The CDSS 1990f1994 
3- Use of Nom-Projecg and Project 

Assismce in Private Sector 
Development 

4 Private Sector Development within the 
Mission Stiategy 



IV. WLEMEIW?NG TWE: PRIVATE SECTOR DEVELOPmM 
STRATEGY 

A. Tfre FSSRP Program 
I. Key Consuaints Addressed by the P r o p  
2. Strategic Reform Objectives 
3, Accomplishments to Date 

B. me P W S  1 Program 
1. Key Constraints Addressed by the Program 
2. - Smtegic Reform Objectives 
3. Accomplishments to Bate 

C* T h e P I i E P S P m e  
1. Key Constraints Addressed by rhe Progtarn 
2. Strategic Refom Objecdves 
3. Accomplishments to Date 

A. Factors Influencing Reform hgleanen~on 

B. Impacts of Policy Reforms 

C. Factors Which May Wave Reduced h e  Impacts 
of Economic Policy Reforms 

D. Ststahability of Refoms 
1. Threats to Sustainability 
2. Factors Which Increase the Prospects of 

Sustainability 
3. Factors Which Reduce the Prospects for 

Sustainability 

VI- LESSONS TO BE LI2BRr%f) FROM THE USAH)/CAMEROON 
EXPERIENCE 

h e x  A: Assessment Team Scope of Work 
Amex B: Assessment Team I?hefary 
Annex C: List of Persons Contacted by the Assessment Team 
Annex D: Chronology of ProgpdProject Accomp&hens 
Amex E: Report Bibliography 



ACRONYMS AND ABBFtEVEATIONS 

AEP Agricultural Education Program 
ASD Agency for Internationd Development in Washington. D.C. 
ANES Anbica Market Information System 
-3 Aswmenr of Program Impact 
ARD Asmciates in R-i,d Developrnerrt, Inc. of Sndiigon. Vemont 
BCCC Bank of Credit and Commerce Cameroon 
BCD Banque Cmerounaise de DCveloprerncnt(Ca.memotr Development Bwk 
8MO Bmque Inteaationale pour 1' Afkique Occidestddnternationid Bank of 

West Mrica 
BKIC Banque hwmatiande pour le Cornmeme et Z'Iadustrit du 

CmcroudCmeroun International Bank far Commerce and Industry 
CmAk Cameroon Airlines 
CamBmk Cameroon Bank 
CAMTOR A coffee processing fm having indusaid free zone regime status 
CDC Commonwealth Development Corporation of the United Kingdom 
CDC Cameroon Development Corporatian 
CDSS Counrry Development Strategy Statement 
CFAF Fmc de la Communaue Finmciere Mcaine  (African Financial 

Communiy Fnnc) 
CFD Cake Fm~isise de DCvelopwment (F~tnch Deveiopmenr toan 

Agency) 
CfCC Conseil Interprofessionel du Cacao et du C;ife (Interprofessional Council 

for Cocoa and Cofdke) 
CF Cost, lnsumce and F ~ i g h t  
C B X  An export processing f m  having industrial fi-ee zone regime status 
ClPTV Cameroon Radio and Television 
DFA Development Fund for Africa 
EMRI Economic Analysis and Poky Reform Implementation Office of 

USND/Cameroon 
EC European Community 
ECAM-PLACAGES A plywood manufacturing finn having ind&al free mne regime status 
ESF Economic Support Fund 
FAC Fonds d'Aide et Coop6mtion (French Aid and Coopemtion Fund) 
FA0 Fmd and Agicultwe Organization of the United Nations 
FOB Free an Board 
FONADER Fonds National de DEvelopperner,t RudNationd Fund for Rural 

Development 
FSS W Fertilizer Sub-Sector Reform Program 
FY Fiscal Yeax 
GDP Gross Domestic Product 
GNP Gross Natiand Product 
GRC Government of the Republic of C m e m n  



IC A 
fCO 
Im 
FC 
1m 
ILO .. 
1m 
IrnLSAT 
fPC 
LBA 
LO? 
Lffi  
MAGZI. 
M r n R  

MDENO 
MHNAGRI 
MhDIC 
MW.4T 
NCFE 
NGO 
NOIFZ 
NOTACAM 

ONCPB 

OPIC 
PACD 
PL&WCAN- 
IVEDICAM 

PREPS 

Hevea CamerounlCameroon Rubber Company 
International Bank for Reconsuuction and DevelopmentlThe World 
Bank 
htemationsf Coffee Agreement 
International Coffee Organization 
hernational Fund for Agniculnrral Development 
hernational F~inance Carporation 
Industrial Free Zone Regime 
International Labor Organization 
hemationai Monetary Fund 
International Tebcommunication Satellite 
Investment Promotion Cenar 
Licensed Buying Agent 
Life of Project Funding 
Loan Portfolio Gu;tnnree 
Mission d'he'nagement et de Gestion dcs Zones Indusrrielles 
Mission d'htnaernent  et d'Equipernent des Ternins Wrbahs et 
Rumux 
Mission de DeveIopprnent de la Province du Nord-Ouest 
Minktry of Agrico'tture 
Minktry of Industrid and Commercial Development 
hlli&xry of Planning and Regional Development 
National Cereals Research and Extension Project, 
Non-governmental Organization 
National OEce of hdwtPid Free Zones 
Nouvelle Tmnerie du Cmeroun/New Cmesroon Tannery, a firm having 
industrial f e e  zone regime status 
Non-Project Ass'smce 
National Produce Marketing Board (dso the Offrce N;itiarraI de 
Commercialisation des Prodtrits de Base-ONCPB) 
North West Cooperative Asmiation 
m ~ e  Natianal du Cacao et di: C;If6 (National Office for Cocoa acid 
Coffee) 
Office National de Commercialisation des Produits de Base (also 
National Produce Marketing Board-WMEE) 
Overseas Private Investment Corporation 
Project Assismce Completion Date 

Export processor of medicinal plants. a firm having industrid fke  zone 
regime status 
Program of Reform in the Agricultural Marketing Sector-Phase I 
(PRAMS I) 
Program of Reform in the Export Processing Sector 



PVO 
RCF 
REGIFERCM 

S A L  \ 

S A P  
SCB 
s m  
SGBC 
SIC-CACAOS 

SNEC 
S N  
SODECAO 
SODECOTON 
SONEL 
SOTUC 
TSC 
TSG 
UCCAO 

UCD 
USAID 

Pmduits UgurnineudExpomr of fresh and frozen green beans a fm 
having industrial free zone regime status 
A wood and forest products exporting f m  having industrial free zone 
regime status 
Private Voluntary Organization 
Revolving Credit Fund 
R6gie National de Chemins de Fer du CamemunlCamemon National 
R W a d  
Structural Adjustment Loan 
Structural Adjustment Program 
Soci6t.4 Caunerounatise des Bmques 
An export processing firin having industid free zone regime SUNS 

Sosi6b5 G6n6rale des Banques au Cruneroun 
A cocoa exprt  processing fm having indumid free zone regime 
status 
Socikt& Nationale des Eaux du Caneroun 
Soci6d Nationde d'fnvestissernent 
SwiM de DEveloppement de Cacm 
Sdcikd de DEveIoppement de Coton 
Sacit5d Nationale d'Electricitt5 du Cmeroun 
SociW des Tmspom Urbrtins du Carneroun 
Technical Supervisory Committee 
The Services Group 
Union Centrate des Coop&atives A@coles de l'Ouest (Central 
Agricultural Cooperative Union d the West Province) 
University Center at Dschang 
United States Agency for International Development Mission in 
Yaounde, Cameroon 



EXECUTIVE S U m A R Y  

I. INTRODUCTION 

Given the decision by the United Smtes Government to terminate its development 
assistance program in Cameroon, rhe United States Agency for International Development 
(USAID) Mission in Yaounde was encouraged to document the legacy of its assistance efforts 
in health, agriculmre and economic policy reform. ?his assessment deals with USAID'S 
efforts with econprnic policy refom and development of the private secmr. It attempts to 
determine how USAID has met the objectives set out for the Development Fund fur Africa 
[DFA) slnd Mission's CDSS 1990/ 1994. 

The assessment addresses itself to three progradproject activities-i.e., the Fertilizer 
Sub-Sector Reform Program (FSSRP); the Pmgram of Reform in the Agrjculturd Marketing 
Sector (PRAMS I); and Policy Reform in the Export Processing Sector (PREPS>-which were 
designed to contribute to the Mission's smtegic objective d increasing the role and efficiency 
of the private sector in Camemon. 

In the assessment, a clear distinction has been maintained between the accomplish- 
mnrs and impacts of the programs in question. We have defied accornpfr'shmertts as those 
outputs directly attributable to the provision andlor application of USAlD progrdproject 
resources. In the case of economic policy nfonn efforts, an activity's accomplishments can 
often be redefined as oppomnities presented m specifc benefiriary groups through removal 
of a government restriction. a change in the structure of a market, or fi~rrnulation of a new 
incentive system. In these situations, the imgucfs of the p m g m  are the actions taken by 
kiependenr ecowmic actors in response to the new oppomnities presented. Impacts may be 
measured by indicators such as increased f' family incomes changes of economic 
-liation, and increased quality or quantity of processed exports- 

After reviewing the rnacroecmornic situation in Cameroon (Section 11) and setting the 
Structural Adjustment Program (SAP) and DFNCDSS frameworks for reforms (Section HI), 
Section IV d e d s  the documentecf legacy of USAD% work on the titree policy refom 
activities It outlines and discusses the key eycosaaiats to be addressed, the policy reform 
objectives to be attained. and the acmd accompIishments recorded to date for each program. 

Section V presents the asswment team's conclusions with respect f3 the impacts of 
the reforms undertaken at the macroeconomic, sectoral ar,d beneficiary levels, These impacts 
are seen as the Living legacy of Mission efforts in economic policy reform. The major factors 
which Muenced p r o g ~ p r o j e c t  impacts and implementation are discu.sed, rmally, there is 
an assessment on rhe sustainability of the economic refom packages. 

Section VI of the report presents the key lessons the assessment team believes are to 
be learned from USAID/Cameroon's experiences with policy rebnn, 



A. The FSSRP Program 

The FSSw's purposes were to: 

'9 Liberalize the impomtion and distribution of fertitizec 

t Pr~gressively eelhirate subsidies on fertilizer; and 

r Promore the expansion of the private sector in ttte financing, importation and 
distribution af fertilizer. 

FSSRP's stated objective was to "ensure timely avdab'ity of fertilizers for export and 
food crops m the lowest possible cost to farmm a d  government". The strategy adopted to 
achieve &is objective was to support the likmlhtion and privatization of the fertilizer 
impomtion and distribution system. 

Major FSSw accomplishments are: 

9 Liberalization of the fertilizer import and distribution system is virtually 
complete; 

e Privatization of the fertibr import md distribution system has made great 
progress; 

e The farmgate cost of fertilizer has declined annually since the beginning of 
FSSRP; 

* The cost to the government of fertilizer disttibutiorr bas decreased dramatically; 
and 

- Delivery of fertilizer is more timely than under the pmhous system, and orders 
take less time to arrive- 

The goal of PRAMS I was to promote, without und.ae smid costs, the introduction of 
private, competitive market forces at all levels of the anbica coffee market chain. Thee-fold 
purpose of PRAMS I was to: 

e Remove marketing impedime~ts and pricing c o m ~ z ~ t s  in the ttrabica coffee 
subsector; 



8 Strengthen the North West Cooperative Assaciation's (NWCA) capacity to 
compete with other cooperative and private sector aadtrs md praxs~ors: and 

a Establish an institutional environment for autonomous and accounting market- 
ing coopemtivcs. 

The P W S  I accompiishrnents m: 

Elimination af dl Government of the Republic of Camemon (GRC) conp10Is 
over the mbica coffee marketing chain with the complete dissolution of &z 
National Produce Marketing Board (NPMB); 

Discontinuance of all GRC-managed stabilization fund activities with respect to 
mbica coffee: 

ELiminadon of pan-regional pricing and the implementation of full price 
liberalization in the arabica coffee subsstor s w h g  in crop year 199311994; 

a Elimination of the coopemtive mbica coffke marketing mor.opoiies in 
Cameroon in 1993 and authorization for all licensed buyers to operate 
anywhere mbica coffee is mailable for sale in Cameroon: 

* Authorization of all licensed coopenrive and private buyers of arabica coffee in 
Cameroan to set their own prices based an competitive market conditions; 

e Authorization for d1 licensed mbica coffee buyers, prcxeson and exporters in 
Cameroon ta sell to their coffee to any fareign buyer; 

Establishment of the Arabica Market Infomarion Sysem (MIS) which 
provides for msparer.cy in tfte market by mrnitting world and l a d  buyer 
prices directly to mbica cuffe producers as the base for improved skisian- 
making on their parts: 

e Establishment of a more trampant internal system for tnnsmithg interne 
cost and margin data from the apex, union and society levels of the MWCA 
cooperative members as the base for improved deckion-making and member 
empowerment: 

* Development of a new W C A  Marketing Depment  which has dramatidy 
increased cooperative receipts fro= mbica coffke sales; 

e Pranulgation and implementation of a Liberalized national coopendve law that 
reduced GRC hvoivernent in arabicsl coffee cooperatives to  ration of 
societies and qudity control in coRee marketing: 



Inmduction of W C A  procedures and member tMinlrrg programs d i e d  at 
improving tfic quality of the arabica coffee cxpmd: and 

I Development of field-tested modeis of successful policy reform impfernentation 
for consideration by decision-makers seeking to initiate policy reforms far thc: 
robusta coffee surd cwt?a subsectm. 

The god of the PREPS program was m asskt Cameroan to increw investment, 
employment md production and to expand markets in the export processing sector. The 
purpose of PREPS was to support the development and hplemenmtion of a privately- 
managed Industrid F m  Zone Regime (EZR) which would operate efficiently md in strict 
adhenme with the intent and gxclvisions of the Camemonian IlZR Law. The P E P S  pmgmm 
was designed to enable impIemnmtion of reforms enacted under *e new BZR ttiiaugh a 
nine member Nationd of Indusrrid Free Zones (NOFZ) Bosud of Directors with 
majority private sector representation. The main b t  of that EZR was to liberalize poIicies 
dated to the e~porr processing sector and, thereby, reduce the GW's involvement h thc 
sector. 

The accornpfistrments of the PREPS program are: 

e Pramulgat.ion md &hemination of the law creating the Cmero3:r FZR 
(January 1990) and the Implementing Regulations for the TT-ZR (December 
1990); 

rn lEsmbIlishent of the NOIF22 

9 Granting of industrial f i e  zone s m m  to nine private sector fms through 
Febmuy 1994; 

- Reduction in the number of separate: GRC agencies having direct roles in 
processing and approval of investment propasah; and 

#1 Reduction in the rime needed for fms to secure status- 



In =viewing the thne progmndprjcct activities. it is imponvlr recognize that the 
t h e  policy processes shared certain chasacterisrics: 

All were directed at heIping a willing-but struggling-government implement. 
public policy n f m s  in the sane general  ye^-is.. market libenliution and 
faciii~tion irf greater private sator participation in economy; 

e All envisioned the umsftr of responsibilities for major economic activities 
from the public sector to the private seci,~ 

@ AU emphasized phcipatory appmachcc a, policy fmu1ab'on md 
implementation of the desizd reforms: and 

Ail used a judicious mix of USAZD nun-prujecr md project assistance to 
achieve the desired results" 

A, Factors Influencing Reform ImpTemen&tion 

v The GRC was searching for 'both fmancid resoomes and new ideas in the f a  
of an accelerating economic crisis; 

e The specific policy reforms supported by USAlD were seen by key decision- 
makers to be econorr=icaUy sound and socially &shble: 

e The thtee reform process were supported by--ad, indeed, hdped rn create- 
an appropriate mxr~conomic and legal fnmework which sex tk context for 
the particular refarms undertaken: 

The realization of zhe improved macraeeonomic and legd framework was 
smng1y supported by &e donor community a d  the S ~ C  reform pmasses 
initiated with USAD resources were actively supported by key donors a d .  in 
no case, were rhey actively resisted by a major donor; 

The successful reform processes were directed by working goups of 
government officials. USAID snff and private secmr pcmmel who were wdl- 
W e d .  experienced. and. far the most part, highly motivaZed: 

8 Thz most successful refom processes had tightly-focused poiic y agendas-is., 
they were focused on a limited number of crucial and interrekited reform 
actions and did not disperse effm and resources over several unrelated 
activities: 



The r c f m  pmccsses in design and irnplcmenution were itenrive. fkxiMe a d  
.\suftative: 

e 'I - -9rm processes in mast cases tailored technical asistmce and ntlher 
i n .  -ddressing issues identified jaindy and a g e d  to by senior 
goven. 2.  4ficia.k: 

Pmcess o u ~ ; ~  zre seen to have dinct utility to senior govunment policy 
makers and t ~ .  *e sector decision-md!ers: 

a The reform procesl - "ond implemmution activities to locsl fmancjd and 
personnel capacities , bien~by. incnavd pmspcnr for their s u s & b 5 ~ ;  
md 

The processes raognizui :d for inter-minisrid pclticipatiun and 
collaboration at the national . -giond levels aid better zornmunications 
betwee~l public and priv;rte sec I. 5ns. 

me major impacts of the policy reforms are: 

e Farmers have proven hemselves highly respon.. % rhe new commodity and 
input price relatianshlps they facing; 

Reforms have improved resource dioca~ons based q c S :  i.& -5ser market signals: 

I. Reforms have mised f m e r  incomes d improved pmspw 2.r greater 
increases in the medium-tern; 

s Farmers are responding to greater empowerment in the caopi s m c m  
and differentid commodity prices: 

The demonmtion ef lea~ af successful poiicy refoms witkin t bica 
coffee and fertilizer subsectors haw had pasltive impacts on tfie i-. - xas for 
progressive libedaiion of other commodity chains-'fi!z&res"- - uisrly 
robusta coffe anal cocoa--and with regard to other input pmem - and 
distribution systems: 

- Effective elimination of thr= subsidy on fedizers and abolidon s Fonds 
Nations de D6veIoppernent R d  (FONADER) and h e  &'PiMB ~ted  
significant budgetary savings for zhe GRC: md 



The activities of expart processing fums within the I F Z t  have increased 
investment in the sector, generated expor: revenues, md cream.! new jobs. 

The assessment team believes &at the patentid threats ta ststahability of the 
economic policy reforms are: 

e If the economic deterioration continues a d  the pjtiticd stalemate continues to 
paralyze prospects for increased hvesfment, the government may btcornt: SO 

weakened as to preclude actual iraplemendon of the new refom policies 
andor edonxment of new legislation: 

Gains & ~ r n  the recent devaluation, which have improved the profiubiliry of 
enterprises in d1 h e  reform areas. could be neuitnlized X %he GRCs cannot 
contmi inflationary pressures and cost increases in &e economy; 

t If the gains of reforms and devaluation can be consolidated. the increased 
potentid for extraction of economic rents in dl thhee refom areas may provide 
powerful incentives for the present regime to reverse the policy reforms in the 
self-interest of a privileged elitje; 

The predominance of foreign-owned fms in fertilizer irnpar&aiart-;urd under 
the fFZR--presents an opportunity for opponents of k reforms ro reimpose 
consdnts  by ~;5ort to nxior;&tic arguments; 

Major private sectGr optltors who benefitted from the privileged relationships 
in the past may awrnpt to re-institute monopsun*~ mmkt condi~ons for 
fedizer and wdbica coffee--or. more plibably. prevent extensi~n of the poticy 
reforms to other input or commodity chains--under the guise of ";add. 
phased refarms". "morality in dealing -with the fanners" mdor "the need to 
maintain proper professional behavior"; 

* If cooprztives find that they camnot compete under rhe new mles in liberalized 
markets, they may appeal to the GRC for =lief from competition and specid 
concessims due to their quasi-socid mfe on behalf of rural people; and 

If world prices for the major exporr commodities continue to mnd downward, 
there may be no incentives for produe= to maintain a i c a  coffee: production 
or export prcassing firms to remain in business despite the palicy reforms 
already in place. 



The assessment mm believes there are several factors make it unlikely that policy 
refoms in the fertilizer and xabica coffee sectors can be easily reversed. They indude: 

ShH-Tern Factors 

The GRC has had to absorb devastating financial losses from its intenrentions 
in the economy md c m o t  afford to incur further debts from economic 
mismanagement in its suaitened f i  pols-ian: 

e 7%; conditionalities attached to disbursement of financial a&salce under 
existing IMF Stand-By Arrangement and World Bank SAP apemen& will be 
an impxtant brake on any EJture GRC backsliding on Ebemkation and 
privatization refarms; 

e The Ministry of Industrid and Commercial Development (hUNDIC) appears ta 
be a major positive fom in pushing to extend refom activities in tfae fedtker 
md mbica coffee subsectors to attier rnajor commodity chairts-"fiEi6csn, 

Elements of the local business community which oppose the reforms do not 
appear to have yet figured out an effective strategy to reverse them in light of 
the demonstdon effects of successful reforms in zhe fertilizer and mbica 
coft'ee sectors md the push for similar refoms in other commodity chains by 
senior GRC decision-makers. and 

The major French development assistance agencies now appar to be 
supp~~cting the extension of policy reforms similar to those adopted for feWzer 
and mbica coffee in both 3 t ~ c u ~ ~  input 3nd export commodity-0i.e.. 
robusta coffee and cocoa--marketing chains md the: French governem Plils 
?&en two esentid actions aimed at preserving the benefits of the recent CFAF 
devaluation and reinforcing pressures fur s t r ~ m r a l  adjustment 

Devdoation has increased the potentid profitability of all export-oriented 
commodity enterprises in Cameroon, even wi& no signifcant changes in world 
prices: 

Policy refurns have already created new interest groups with vital economic 
and fmmcid stakes in the liberalized market system; 

The position of farmers within the commodity chains has chacged   tic ally 
during the reform process for three basic masoris: fim. fatanem have hen 
increasingly semitized to the relationships between world prices a d  the 
producer prices they receive; second. many now &at they have better 



prospects for increasing their incomes in h e  improved marker environment; 
and, third, they have been empowered by recent revisions in the cooperative 
Iaw and me now more aggressive in demanding bear performance from their 
nrganintions; and 

G m r  transparencies in pricing and internal cost accounting system will 
make it much more difficult for the GRC andor private sectsr operators 
antagonistic to increased competition to use the rired old arguments of the 
"'p;lrerndisticW past to reimpose controls in the %krdized market environmenr 

IV. LESSONS TO BE LEARNED FROM THE USAXD/CAMEROON EXPERIENCE 

Policy reform and, pardcuiarly, implementadon of privabtion activities me 
very iabor intensive, particuIarly at the "'grass-roots" level; 

e Sectod and cross-cutting approaches to policy refom are not inherently 
mmgonistic and can often be synergistic: 

The sequencing of policy reforms with respect to output md input pricing 
within a commodity chain--"fili&~'"---is extremely important to achieving both 
increased production and h c ~ a s e d  use of key inputs; 

Successful policy change tends to be e v ~ l u t i a n q ~  nut nevolutisnary; 

SwcessfuI policy change requires the invalvement and support of a cadre of 
strongly committed senior g o v e m e n t  policy makers who see the process as 
one that will1 be useful to them; 

When attempting to initiate and implement policy changes, it is vitd to 
m i n i m i  the number of ins5nrtions directly involuEd. 

Major policy changes must be based not on genedries or unverified 
hypotheses but on collection and malysis of solid field dam; the mole 
complicated the policy changes, the more important reliable data d high- 
quality mdysis become in the process: 

The distinctions made between top-down and bottom-up approaches to palicy 
formulation were often artificial--is., su-assful policy change requires support 
and commitment at both the "grassroots" and senior policy levels: 

Policy agendas need to be sharply focused and implementation activities need 
to flow logically fmom the specific reforms to be atmineb: 



A successful policy-churge process usually requires the support of more than 
one major donor--i.e., when U S A D  is one of these, it is critical that the 
Mission coordinate dosely with all other relevant donors at dl stages of design 
and implementation; 

A judicious combination of non-project and project mis~nce:  can be an 
effective and flexible tool in designing md ianpkmenting poiicy &om 
programs particularly when combined with the power of an idea whose t h e  
hascome; and 

Although these lessons would apply to most change efforis, it is irqportant to 
remember that policy reform activities take place within highly specific 
geographic. social and sectod contexts. thus, USAH) Missions should 
appruach each collabomtive opportunity as an individual case calling for its 
own particular design. 

xiv 



X, INTRODUCTION 

A. Purpose af ahe Assessment 

Given the recent decision by the United States Government to terminate its devd- 
opment assistance program in Cameroon by tfre end of 194, the United Smtes Agency for 
hternationd Development (USAID) Mission in Yaounde was encouraged to document the 
legacy of its p q n c e  in the country. As a result, the Mission has contracted for three 
independent impact assessments of the major p r o p  activities under its Country 
Development Strategy Statement (CDSS) of F i  Yeas m) I!EW/l994. These -nts 
are to focus on USP113>'s efforts to hitiate, guide and support &veTopmnt activities in the 
areas of health, agriculture, and economic policy reform. 

This ~ r a e n t  of USAD efforrs with respect ta deweIopment of the private sector in 
C m m n  e m p s  to determine how USMD has met the objectives set out for the 
Development Fwd for (DFA) and Wession's CDSS. The effkms of Czmemn9s 
economic recession and political inmabity on U S W s  ability to cany out its program 4 
meet its stated ob*tives are also considered. 

The objective of this impact assessment is u, document a d  analyze the overall 
impacts of USAID-supported economic policy ref~nn intefvenrions direcoed at hamssing the 
role of the private sector in the Cameroonian economy, 'Fhe asessment ~pe&cally addresses 
itself to thr= &me progad project activities of the Mksion-i.e., the Fe-r S u b b r  
Reform Pmrgram (FSSIRP); the Program of Refom in the Agricultural Marketing Sector 
( P W S  I); anb the Policy Reform in the Export Pmawhg Sector (PREPS)-which were 
designed to contribute PO ?he Mission's strategic obgctive of inamsing the role and efficiency 
of xhe private sector in k t m o a  

B. Metlhado~ogies Used 

I.  De-n of Key Term 

As stated in the assessment team's Scope of Work (Annex A), reprt was 
commissioned by USAIDICameroon to provide an independent assessment of the impacts of 
time econodc policy ref- programs in Cameroon. 

To discharge this commission, the assessment team has tried to maintain a clear 
distinction between the accompIs'shns and iny~ecrs of the program in question, W e  have 
defined accomglk- as those ~u$uts dhctly attributable to ?he provision and/or 
appBcation of U S 0  pmgmdpmjczt reso"m-e.gm, cab grant% technical assbmce7 policy 
dialogue with s p i & s  and participant training. 



In the case of economic policy reform eifbtzs, an activity's accomplishments can ofkn 
be identifled as oppofi~~ties presented ta specific beneficiary groups b.brough removal of a 
government restriction, changes in the saucme of a markc or fomaulation of a new 
incentive system--i.e., fannes are given the: opportunity to bbuy fmihex at mom appmpriate 
prices or on a more timely basis through creation of maze competitive market con&dons; 
coopemtives are pexmitted to sell their processed cornmaditis directly to foreign buyem: 
q&ed private scctor fms are given the. opportunity to operate enterprises under the new 
d e s  of an indusM free zone regime. 

~n these sikations. &e impmns of the program are thc actions taken by i n d e p ~ t  
economic actors in mpnse to the new opportunities pmntcd by suaxsfd policy reforms. 
Impacts may be measumd by indicators such as i n d  farm family incomes, changes sf 
economic affiliation, imrased quality or quantity of pmcesed exports, etc.. 

In producing this assesmen& the co~~~ultants conducted a comprehensive review of 
docmentation available on each of the three activi.tits They a h  had opportunities to 
interview many of the key players involved in the reform efforts over the p a  seven years. 
Finally, the consuItans were able w, observe a range of activities while: Ghng 
progradpmject implementdon sites in ?he Centxe, West, North West and Littoral provinces 
of Cameroon and observing a B W S  X hm-Annual Review session. 

3. O ~ Q I L ~ J Z  wf the Report 

section iI of the assessment presents an overview of the evolution of ~ e r o o n ' s  
overall macroeconomic fhmework during the period 198711994. ahis covers the en& period 
devoed to the design and implementation sf USAID'S 199QfIW CDSS and the three 
p m ~ p r a j t x t  activities assessed. 

Section TII sets the Nission's economic reform activities with the Government of tbe 
Republic of Camemon (GR@) in the context of AD'S DFA Program and the Mission's own 
CDSS. It =views the arratyaicd bases for the design and implementation of the FSSRP, 
PRAMS I and P E E 5  @icy reform internentiom and i&nW~es the key c0d .s  thought to 
binder sustained, broad-based and market-led economic growth in Camemn. 

Section fV details what might be termed the docwnented legacy of USAWs work on 
the *b policy reform activities undertaken in Cameroon. For each of the ~~~ it 
outlines and disc- the key cottslmints to be addressed, the poky reform objectives to be 
atmined, and the actual accomplishments recorded to date. 

Section V presents the assessment team's conclusions with respect to the impacts of 
the refoms undertaken at the ma~~econsmic. sectoral and beneficiary levels. This is seen by 
the team as the Evhg legacy of Mission efforts in economic puEcy refom. The major &tors 



which influenced propdproject impacts and implemeneon are discussed. Eh,7alfy, them is 
an assessme,nx on the sustainability of the ecanomic reform packages. 

Section W of the report presents the key lessons the assessment team believes are to 
be extracted from USADICameroon's experiences with puicy refom. The intention he= is 
to chaw out 1-ns to be learned in pursuit of AD'S smegic objective of promoting 
sustained, broad-based and market-led economic growth and agribusiness development in 
developing countries. 



11, BACKGROUND 

Cameroon has an abundance of natural resources and a benign climate. Wi* its 
area of 475,000 square kilometers, Cameroon has seved distinct agro-eco1ogicaI mes:  the 
Northern Main, with a Sudano-Sahelian climate and 500 to 1,2W millimeters of rainfall per 
year; the Adamaoua Plateau. with a Guinean climare and 1.200 to l,d00 diimeters of 
rainfall and an average altitude of 1,100 meters: the Western Highlands, with 2,008 to over 
3,000 rdlketen of raidall; the Sor?them(Sou~eastern Plateau. with a humid form climate 
and 1,600 to 2,000 millimeters of rainfa, and the Coastat L o w W ,  with a humid climate 
and over 3,000 milIimeters of rainfall. 

ber00n7s  natural resources atre rich and accessible. Many of rhe agricultural areas of 
the country have very fertile soils of volcanic origil, those on steep slops, however, are 
eroding at an accelerating rate. Natural forest covers nearly 200,080 quafe kiIometers of 
territory and contains both unique flora and fauna ta be preserved and valuabk tropical woods 
to be exploited. While the rate of exploitation is increasing, there is no h m e b  danger to 
forest's overall integrity. Water r e s a m  axe ample, with a great deal of h helectric and 
irrigation potential. Petroleum and n a W  gas deposits exist in cumme- yuantities off the 
coast. Oil fields have been in production since 1937. but current prodwtiun areas are likely to 
be exhausted by the. end of zhe decade. Other rherals include bauxite a& iron ore. And, 
fmdy, &e country's deep water port at Douala provides easy and consistent access t~ major 
wodd shipping routes. 

B. Sod~Eoommnic Context 

The wide variety of climatic zones enables an equally diverse agridmd sector. Food. 
crop range from millet and sorghum in the drier north, to &, cassava and potataes in the 
tend ma and higMands, and p 1 m ~  roots and tubers in the humid sourhem zones. 
Export crops vary as we& There is substantid camon proddon in the north, tea and atabica 
coffee production in the uplands of the West and Northwest Provinces, and an assortment of 
humid tropical crops-e-g., robusta coffee, cocoa rubber, palm oil, banan= and tim'oer--in the 
southern lowlands- 

Seventy percent of Cameroon's twelve million people am inv01ved in the agricultural 
sectorf hc1ucbg crops, livestock, hunting and fishing. Even though there is apparently no 
scarciry of cultivable land--only 2.3 million hectares are cdtivatsd out of a possible 15 
million-and in spite of large and go-g urban unemployment, since independence there has 
k e n  a high rate of d d a n  mipration. The latter phenomenon has been especially high 
among men, notably among those men wi& some education. 



Cameroon's burnan resources are more developed than are those of most counuies in 
sub-Sslharan Africa The counay has high literacy--68 percent in the 1980s--and high 
educational enroUment rates--over 100 percent of the age class in p h q  schools because of 
the many over-age students and 23 percent of the age cIass for the secondary level. Girfs have 
virtually equal acws  to education at the primary level but somewhat less access at tfie 
secondary level. The acute economic crisis of the last eight  year^ has threatened further 
progress in human resowe development through pressure on education budgets. It has atso 
exposed an overemphasis on expenditures for higher education. 

I .  Market Constnrtints 

The economic decline of Cameroon since the mid-1980s demonstrates the limits to and 
the vulnerabifity of an economic growth saategy based almost entirely on nazural. resource 
extraction. Along with C6te d'Ivoke. Cameroon was highly regarded by development 
agencies dwhg the 1970s and early 1980s. Both countries produced unprocessed commodities 
for export, primarily to developed countries. When commodity prices were buoyant and 
petroleum-based revenues were expanding f a  enough to cover d claims, Cameroon could 
aEord an inappropriate set of economic policies. When petroleum, coffee and cocoa prices 
began a period of persistent decke in 2986, there was little in the way of counter-cyclical 
economic activity to pzvent the entire economy from being affected. 

UnUx CGte d'Ivoh, Cameroon docs not have a signCzcant market shm in any of its 
major export crops, except for cocoa But, even here, USAIDICameroon's Country 
Oevelopmetlt Strategy Statement (USAID, 1989, p.8)) states that more cocoa could have been 
sold in world markets if production had increased over the last decade because of the 
desirable characteristics of Cameroon" cocoa variety, This means that Cameroon could have 
ad~pted an output expansion policy based upon a highly elastic demand fa its coffee and 
C W O L  

In spite of a set of unusually favorable conditiom-e.g., abundant hydroelechic power 
potential, good port facilities, diversified a & c d M  base-that should have led to 
c o m p d v e  advantage hi value-added processing of domestic raw materials, Cameroon has 
thus far been unsuccessful in developing a dynamic, profitable resource-based manufaawing 
sector- This is primarily due to a set of policies that has dissipated Cameroon's chances to 
add value to products in its extractive industries. 



2. P&y Constrainis 

Membership in the Frmc Zone m d  its Recent Conseq~ences 

Until Jmuq 1994, Cameroon suffered from increasing ovemduation of the CFA 
Franc (CFAF) as the U.S. dollar. in which world commodity pr im an denominated, 
weakened against the French Fmc (FF) and hence, because of the fixed Fl3CE:A.F parity 
relationship, against the CFAF. This meant that Cmeroonim expo~.ts were inckeasingly 
uncompetitive in yor1d markets md foreign imports had an advantage over Cameroonian 
products in domestic markets. The fall in export prices rtfter 1986 was, therefore, not 
compensated by an offsetting fdl in the exchange nte for nearly ten years. However; the 50 
percent CFAF devaluation of January 1994 (where the French FranJCFAF parity is changed 
from French Fnnc 1.00 = CFAF 50 to C K A  100, coming a decade after it should have for 
Cameroor. may yet dynmize the economy's uadeables sectors and make it more responsive 
to the world market. 

"Planned fiberalism" 

The GRC has been invalved in the economy in two ways: fmt, by direct participation 
in productive activities through public enterprises or partidy-owned parastad companies; 
and, second, by promulgating government rules and reguI ions  tha chumscdbe legal 
economic activity, whether public or private. Both elements of this ppoficy ~ Q C W  were 
originally motivated by mistrust of a e  poteritid excesses of capidism. In theory, the almism 
of public servants was to safegurrroi the people's interest against rapacious entrepreneurs. 

The p w m t a l  sector dominated Cmemon"s modern economy. In good times, this was 
not perceived to be a serious prablern. Pmtatai losses were made up by government 
subsidies. which were ascribed to social, rather than economic, activity. When the economic 
climate worsened with the drop of cammcdity prices, however, the subsidies bonze more 
difficult to maintain and resource scarcity suggested that fundamental economic choices 
finally had to be made. hsofar as the mounting government debt included a fo~ ign  exchange 
cornponerrt, it idso became necessary to ask inte;mational financial Institutions-i-e., &e World 
Bank and the International Monetary Fund (DAF) for assistance- These institutions inevitably 
identified parastatah as one crf the major contributors to the weakening of the Cameroonian 
economy. 

Gsvement  regulation of private companies was systematic and comprehensive, ofren 
bluning the distinction between public and priyitte enterprises altogether. me state was 
involved in every aspect of business Life, from complex regulations for iblco4poration through 
price controls and a burdensome labor code, to rules about how enterprises could go out of 
business. Moreover, the government frequently insisted on an equity share in significant 
companies, especially those with substantial foreign ownership. All of these rules and 
regulations resulted in inherently high costs of production and a lack of competitiveness in 
both domestic and export markets- 

\ 



A Poorly-designed Fiscal Policy 

The period of rapid growth that Cameroon expellieneed before 1986 pmvided 
enormaas financial resources for the government, especially d e r  1978 when substanti& 
petrolcum exports began. The GRC's original plan was u, save a iage pmpcsr~ion of the 
pmleurn revenues in extra-budgetary accounts to provide funds for long-tern development, 
Unformnarely. these accounts were not sufficiently imsuhted from king accessed m hake up 
for government revenue shortfalls when peaoIeum and other commodity prices ccrlhpsed in 
the mid- 1980s. Th-IS. instead of providing a saady flow of c q i a  invesnnent resomu%, Ffie 
extm-budgetmy accaunts made it posibIe: for &e GRC to pay its recurrent opefiiting costs 
and subsidize insuficient ~aastatals for a period and thereby avoid fiscal respo~fs'fi~y d its 
economic mismanagement md pressures of macroeconomic readjustments, 

In this regard, the GRC had used too much of ttre pmleuna revenue bonanza to 
increase recurrent expenditures, esgeciaUy the civil service wage bill. This meant that, when 
the economic boom ended abruptly, the fwd hbdmce was &at much more d ' i d t :  to 
solve. Finally, the GRC passed the burden of its r n i s ~ e m e m t  on to the non-governmental 
economy by simply not paying its bills to i d  suppliers md not reimbursing subsidies to 
loss-making parstatah. 

Y 

The ready a- of the GRC md parasta*& to the credh available in the b&g 
system meant that it was easier for the GRC to reduce i s  bmk deposits and to ;lccunauiatc 
arrears with the b& than to apply fiscal discipline by either ~ d u c m g  expendims md 
subsidies to parasmmh or by i n c ~ s ' m ~  revenues- This was fa5Ekated by governem 
participation h ownership of the major banks. The mdt was a liquidity crisis in the banking 
sector which continues ro the present h e  and is an additional constraint to priva@ economic 
activity. Text Table 1 presents a summary of kty rnacrc~conomic hdicators for Cameroon. 



Text Table 1 
Mm-nomie Indicators for Cameroon 

@Worn of 1WHW CFA Francs) 

Current Accotmt Bdance 
Gov-t Revenues 
&v-krnhtleS 

Real Growttr Rates 

Govmmm Revenues 
GcwmmentExpendm 



A. Cameroon's Stmcturd Adjustment Program (SAP) 

By tbe late 1980s, the internaeon& financial communizy recognized that market and 
p o k y  constraints would doom Cameroon to economic stagnation or warse. ft united. 
therefo~, behind a p m g m  to assist the GRC with funbarnend structural adjusment 
Crtmeroon's frast SAP was negotiated in 1989 andl was supported by a Structplnl Adjustment 
Loan (SAL) from h e  Wodd Sank and a Stand-By Arrangement with the IME The World 
Bank was to pmvide up to $150 miilim in financial sesoufces m the GRC in return far 
significant progress on: 

9 liberalization of internal mde, prices and export marketing; 

a management reform of public sector and pamaad enterprises: 

control of public sec:or expenditurn: 

revision of Zegislation affecting labor. iavesrment forestry and coogentives; 
and 

civil service reforms, 

Text Tabk 2 presents the conditiondities amfred to fmmcial disbursements under the SAL, 

The first two tnnches under the SAL were disbursed in 1989 and 1941 ,  respectively. 
As of March 1994, all con&tiondities for the release of the rthird tranche af the SAL had 
been met. But, as the GRC hati wreviously defaulted on the conditians of the M F  Stand-By 
Arrangement and had had its privileges under &at aprnent revoked. rhe World Bank in 
early March 1994 was awaiting approval of a new MF Starrd-By Arrangement before 
releasing the third tranche SAL funds. 

The new Smd-By Amngernent was approved on 14 March 1994. This approval 
opened the way fur the international community to provide funding to Cmemon which is 
estimated to be about US $ 2.5 billion. The remaining % SO m%on from the third tranche of 
the SAP has now been released. and Cameroon is now preparing for a Paris Club meeting on 
fwther debt rescheduling. 



Text Table 2 
The Stmetural Adjstment E%O~~ZUXB 

SecondTmbe : S 50 million with anticipated release date in Mvcb 1990. i , re 
June 1991. 

cadirims P r w t :  

1, Adqxicm di'tbe 199011991 fmance budget with reduced expenditl~es aod hcfeafy: "r~ewes. 
2. Establishmeat of a moultwine: mstern for the public investmat program 
3. Public ienteqnk ref- iocluding of WWUEW? with SOOECAO. 

1 tIEVECAM, ONCPB, SBMZ, SNEC aid Office CQckdier. 
4. B&.hg system reform wib IiauiWm of CAMBANK, BCD 2ind FONADER itad r-gaf 

S B ,  SGBC BlAO aad BlClC. 
5. Axing of B 98911990 producer 

srrrp1us distribution mstem for pr imq export commodtities. 
lmplemenrarim of price and trade li-tim meawres (eiindraarioo of most quantitative iimporr 
resarictims. price cqnmk & c t d  access w d mowpolies) aud imaroved Droduction 
exgat incendves ~ n l ~ w m k  Ia h v m t  Code). 
A d q u a  funding by the GRC t~ iq ienme the SAP. 

ThhdTranche : S 50 million with antidpaced ~eIeztse dae m kcenher 19!X. A d  release date UGZ 

M m b  1994. 
corlditions Fmedent: 

B e g  s p m  reform wi& litluidarion of C4M.B- BCD aad FWADEa; E a ~ g o f  SCB. 
SGBC B U O  and BICIC. andl an action plan for ?he mmctmbg of SkJL 

5. Reduced mk for the ONCFB and p m m s i v e  mime inaket~g of ex- mops. 
6. Revision of the Forest Code far rational expioitatim and cmsmmtim d resmms 
7, C m h d  impltmcmztirn of price and wade h i m  meaims (elimbtiar of the remaidog 

qdtatiw impat rspriaions a d  price ~ m I s )  am! ixnprc~wxi pxdmirn and expart kcencives in the 
bmewo&ofaaewLabcKC&- 

8. Adgqm funding by the GRC to 

B. U S A F I ) I m m i l  Strategy to Address Key Gmwtb Comtmhts 

1. The DFA Framework 

Presidential approval of the Initiative to End Hunger in Africa in June 1987 andl the 
inauguration of the DFA later in that year presented A D  with both new challenges a d  new 
opportunities for providing devehpment askance in f i t x i .  The Initiative b b d  the 
deviation of hunger in the =@on rn the achievement of more positive rates of rxommic 



growth. Approval of xhe DFA by the US. Congress showed its clear intent that AU) should 
no longer conduct business as mud in Africa Rather, AID--arid USAlD Missions in Africa- 
were encounged tct take advantage of the greater flexibility offenxi by the DFA to find new 
ways of making development assistance to the region more coherent and 

The overdl goal stated far the DFA was "tcr encouwe economic growth that is b d -  
based, market-oriented, and sustahah~e." This god was chosen to d e c t  the underlying 
hypotheses that "increased growth h African countries themselves is the only way to meet 
Africa's tremendous human needs otx n continuing bask: improving the irnc~lmes of individd 
Afkicm i s  fundamental to Mising low stirnchds of Evhg tfarougfrout the region: and 
increased growth is needed to enable both public md private sectors to provide needed 
social services" (AD, May 1989, p.7). 

In support of the o v e d  god. ,AID stated that it intended tc, use the inmased 
flexibility afforded by ilshe DFA to make a number of changes in the way it did business on 
the cantineat. F ~ L  there was an inrention to cancenuaxe available &vebpmenr resoumzs on 
A f r i c a  countries which were proving themselves to be sexious abut econmnic reforms--e.g., 
were designing a d o r  implementing structural adjustment programs in cohboraticm with the 
W, Wodd Bank a d  AIDAI%> Second. bYg) undertook to systematically review rhe problem of 
individual countries and dlar its assistance pmgsms saordingly. And, third, the Agency 
expressed the desire to work more collahratively with other donors and private voluneary 
organizations (BVOs) in rfie design md implementation of its p r o ~ s .  

While recognizing the diE~cultks inherent in trying to demonstme conmte ~ u l t s  in 
a short rime h n e ,  AID committed itself to strengthening its pedomance-based 
prognmrnhg. The h ~ n t i o n  was to make U.S. devel~z~ment assistance as effective as possible 
by focusing available remurces on those issues which we= deemed to be of critical 
importance to the prasperity of Africa and to track progess in mering performance targets. 

In order to facilirate design and hpkmenmtion of a workable strategy to supput the 
o v e d  god, An> adopted four strategic objectives: 

improving the management of M a n  economies by redefining and reducing 
the role af the public sector and inc~asing its eEciency; 

saen,@enhg competitive markets to provide it healthy environment for privm 
sector-led growth: 

developing the potentid for long-term increases in productivity in rrll sectors; 
and 

improving food security. 



n e  DFA Adon Ran developed for  be period FY 1989/1991 emphasized ALD's 
inention to focus its limited ifssismcc where it could make a difference, t~ addires musts as 
weU as symptoms of underdevelopment. and m help the countries of subSaharan Africa deal 
with the key problems which h d  to be solved on a susmnabic basis if the beadits of U.S. 
development assistance wen to be shared 3s broadly as possible. The Plan s d  che 
importance of the political environment as well as the economic one, the role of the p r i v e  
sector as well as the public sector, md the short em zts welt as the long run. 

Under the f i  strategic objective, AID saw itself working in concert with c i e r  datfors 
to: 

improve stability in African economies through betttr management of d e b  and 
better fiscal and monetary policies; 

• reduce government involvement in production and marketing of goods ;urd 
services; and 

improve equity and efficiency in providing key public goods particularly in the 
amas cf family planning, health, educit&n and trampurntion. 

Under the second stmagic objective. AUD focused on liberalizing commodity &mi factor 
markets- 

Anainment of the third strategic objective was seen to ~~ 
better conservation of the natural resources upon which productivity depends; 

d~,velapment of new technologies which would p e d t  these remum to be 
used more efficienay; and 

improvement of job-related skills outside as well as in the agricuIW 
prod~ction sector itself. 

Finally, for atminment of the fourth strategic objective, AID believed that ir had to 
ad- fcw specific concern: 

fmdiag ways M use food aid so as to reduce inter-annual instability in food 
supply and, perhaps, prices: 

a increasing the capacity of donors and Affican countries to mticipate serious 
droughts and other emergencies and to provide timely and effwtive assistance 
when emergencies occurred; 



fmding ways in the short renn to increase incomes through zargeted welfare 
programs to those most in need; and 

increasing agrictrlmd production and utilization. 

I 

I 
'Fhis then was the regional policy framework set out under the DFA and in 1989 it con~tuted 
the relevant set of "marching orders" for USAID Missions in Africa. 

]In the period leading up to the design of USA1[D/Camermn's CDSS I990/l994--iae-, 
from the beginning of Cameroon" economic cris'i in 1986 until 1989-it had become 
increasingly evident to USAlDJCameroon that: 

0 GRC resource consmints were hsrving serious adverse effects on the 
implementation and impact USAZD's on-going projects; 

the Cameroonian economy could not be expected to return to a sustainable 
growth path without major smcmtrral reforms; and 

exisring distodons within the economy would continue to prevent USAID 
programs from achieving their stated objectives. 

As a result and in line with the DFA framework, the Mission stated that the goal of its 1 new development assistance strategy would be to assist the GRC to return the Cuocmanian 
economy to a position of sded, broad-based economic growth. But, to achieve this g d ,  
USA1[D/Cameroon insisted that three strategic objectives had to be met They were: 

I 

I development of a market-oriented private sector; 

m reduction in the over-extended role sf the public sector; and 

0 hc-d efficiency in the public sector. 

The development af a market-oriented private sector was given the highcsk priority 
among the three objectives. This was so bemuse program stmagists within the Miion 
betieved that itvevelopment of a viable, market-oriented private seetor in Crtrxmn was the 
key #--and the only availabBe alterative for--providing economic growth and increased 
employment in the country over the short and medium-tern-i.e., the CDSS period. Given the 
level of resources anticipated for Mission use over the CDSS periud, it was fslt that 
concentration on development of a viable private sector was the best srategic "fitw for the 
USAID development assistance program. 



In opting to concentrate USAID resources in this area over the CDSS period, the 
Mission explicitly  cognized that facilitating the expansion of the private saxor in Cameroon 
would require parallel effom to reduce andlor eliminate the role of the government-and its 
dfrliated gaastatal agencies--in the regulation, majority capitaIization and/or operation of 
commercid enterprises. Under the CDSS, therefore, USAD tesoufces we= to be used to 
liberalize those government policies, mi= and regulations which were identified as major 
consmints to development of a viable private sector mb to facilitate the transfer ax" 
responsibifities for pmuremenq production and marketing of cornme&& goo& and services 
from public secm agencies to private economic operators- 

Improving the efficiency of the public sector was ranked third as a CDSS objective 
largely because the Mission recognized the diff~culties inherent in r d h h g  rneanbgful 
changes with the resources available during the CDSS period, On the one hand, the -on 
recognized a clear need to reduce the overall size of the Cameroonian bureaucay and to 
reduce personnel costs relative ta other opetating expenditures in a situation where &e wage 
bill repfisenfed 80 to 90 percent of total operating costs. Gber the other h d ,  the Mission 
appreciated the hard political ~aty that the approximately 180.000 civil servants d 30,000 
pamstad employees constitu=d rhe effective political base of the %@me in power and that 
they could be expected to resist any reforms which seriously threatened their status mdof 
survival as a privileged socio-economic group. 

In this regard, &e: Mission already had evidence of the intractab'ility of this group in 
opposing or d e d m g  most of the public seaor dorms which had been proposed since 1986. 
Despite the exmme economic and budgetasy crisis evident by 1989 turd the pressures exerted 
by the World Bank and the WF during the negotiation of Cameroon's SAP, the GRC had yet 
to fulfdl its commitments to c d  civil ~ ~ M C R S  benefits and to reform the parastatah. 
"RefomsW vis-a-vis the latter had been effectively limited to the signing of unrem-le 
performance contracts which did nothing to affect changes in the undeying incentive system 
within the para-public sector. 

Given the perceived difficulties wi%h attaining the objective of irrcrearsecl efficieiency in 
the public sector through a broad-based frond ataact requiring a large s d e  commiment of 
USAXD reso-, Mission strategists elected to gwsue the objective on a smaller scale and 
within the framework of the existing USAH> prsg'ect portfolio, h w;rs klieved &at the limited 
resources available would generate greater leverage when mrgetd in this way. The Mission, 
therefore. attempted to improve eEciencies within the Institute of Agronomic Research and 
the University Center of Dshmg (UCD) through the National ~~ Research and 
Extension Project (NCBE) ;Pnd the AgricuIW Education Project (AW) respectively. This is 
a topic of a separate impact assessment being carried out by the Mission. 



3. Use crf Nm-hject  a d  Project Assistance in Privm Sector Developmew 

Under the CDSS 199WI994, USAlDfCmeroon proposed to implement its 
development assistance program through a mix of project, non-project (MA) and counterpart- 
funded activities. This decision represented a major strategic departure for the Mission lin tfiat, 
prior of 1989, the entire USAD program had been a portfolio of traditional project assistance 
allocated between a number of sectors. Post- 1989, ilU of the Mission's p r o m  would be 
designed and implemented under the new and broader fmancing framework 

NPA funding as cash transfers in U.S. dollars was seen by the Mission to have a number of 
distinct advantages in the Cameroonian context. They included: 

cash transfers would be disbursed fairly rapidly; 

- cash &en would be conditioned upon the GRC's performance with regar0 
to hplemen~ing the specific condition&ties under the SPLP, 

e the size of the proposed W A  p r o p - - U S  $65  million--would be large 
enough to encourage the GRC to perform under &e SAP, 

. USAID would maintain control over the of the cash transferred and could 
direct its use to service Cmeroon9s external debt, thereby providing some 
immediate relief to the country's liquidiq crisis; 

e the cash wsfers would generate a projected equivalent of US $65 rnfion in 
local currency as counterpart funds, and 

counterpart funds would be rnutudy controiled and p~0gEimQed by U S m  
rrnd the GRC as locd cumncy funding to support program implementation and 
to h d  project assistance-type activities, which in the past would have had to 
be funded with appropriated DFA dollars. 

4. P*ate Sector Deveiopment wirhiar the Mission S-gy 

Since 1987, USAIDfCmemon has designed and implemented a privm sector 
development initiative within the BFA framework and guided, after 1989, by the CDSS 
1WJ1994. The three major activities under the initiative-is., FSSW, PRAMS I afld PREPS 
--acfdress h e  different aspects of private sector development-Le., refom of factor, product, 
and export processing operations, respectively-but share sever& common characteristics. 

Reforms mdertaken were impomt but k ~ t e  pieces of Cameroon's ovemching 
smcnual adjustment program. The approach to dl activities was deliberarely stmctmd to 
have a "Iibe&tionn component and a "grivzhtion" component, fill activities were 
d i z d  at eliciting greater participation in planning and implementation from genuine private 



sector agents--e.g., individuals, fms. cooperatives, independent banking institutions. And, all 
activities were designed to take advantage of the full range of finmid modalities avzdablc 
under the DFA. 

The Cameroonian SAP discussed in Section ][I of this report provided a rat-ional 
economic framework within which the major policy reform objectives of USAD activities 
were clearly articulated and nested as components. Examples of tfris type of coordination 
be cleaxly seen as follows: 

-. 
the specific FSSW fertiliztr initiative is a component of the larger SAP 
initiative for the phased elimination of -all government subsidies on agricultural 
inputs arxd government withdrawal from direct involvement in input 
procurement md distribution; 

a the PFZAhaS I initiatives were designed and are being implemented as a 
demonstration of the benefits to be derived from removing constraints to 
private sector production, processing and marksting of a major revenue- 
producing, export commodity--i.e., zurbica coEke--in line with the SAP'S larger 
pmgm for liberalizing and restnrcturhg other major export commodity 
chains--e.g., mblista coffke, cocoa, cotton. palm oil--in Cameroon; and 

@ the PREPS initiative for creation of an industrial free zone regime is ;r 
component in a larger effort to modernize Cameroon's national invesme~t 
code, attract greater private investment in Camerooniar, enterprises, and 
genedy facilitate grester private sector participation in the l w d  economy. 

In execution of USAID'S two-pronged qpmach to pollicy refom, two undeqying 
principles have guided the design and implementation processes. The F i t  principle was to 
minimize the social costs associated with tihe specific  forms undertaken In design 
implementation, observation of this principle has taken the fom of phased, a apposed t~ 
instantaneous, reforms, efforts to strengthen existing economic operators affected by the 
reforms, and providing compensation for personnel dispIsed by the reforms. 

The second principle involved an "iterative" approach to program implementation. In 
this regard, the Mission has relied heavily on feedback from both government and private 
sector operators to help guide program impIemenmtion This pdcipat~ry effort. has been 
facilitated by annual activity reviews, seminars, workshops, d the daily interactions between 
these operators, USAD staff and t e c w c d  assismce speciaIists. 

Under the Mission's design strategy, "Bbedkation" was seen to involve the creation 
of improved policy eglmes and regulatory environments for targeted commodities and 
services. "Libemhation" efforts initiated and maintained since 1987 have acmmpkhed many 
of theif initial objectives. DSog~i?  with government officials at both the regional and d o n d  
levels have introduced and refined reform policies for the rn&ets origidly targeted under 



the CDSS and the SAP. Promulgation and dissemination of a series of new hws and 
implementation decrees Setting the cooperative sector and buth input and output markets has 
been a major factor in Cameroon's progress toward a more market-based economy. S e v e d  
systems have been put in place tg increase the transparency of market transactions ;md 
provide economic opentors. including fmers, with fm. national and world-level 

I infomation to better inform their choices in dlocation of the resources they command and the 
commodities they offer fox sale. 

"tivatiza~on" in the Mission's phased appmach was taken to involve the tramition 
process by which the private sector assumes its new rote in a market. To facilitate this 
prucess, the Mission has directed its interventions at saengrkning exisring exonomic 
operators through technicid assistance and mining, providing a flow of infomation on the 
nature and implications of the refoms undertaken, and actively encouraging increased private 
sector participation in all aspects of the reform activities- 

Finally, as  per the decision taken in 1989, all three. of the private sector economic 
refom initiatives--i.e., FSSRP. PRAiVS I. and PREPS--have k e n  strumred to benefit &om" 
the new mix of projec~ W A  and counterpart funding availabfs under the DFA. 



IV. XZMPLEMENTXNG THE PRIVATE SECTOR DEVELOPMENT STRATEGY 

A. The FSSRP ~~ 
I .  Key Constraints Addressed by the Program 

mere were three principal reasons behind the GRCs decision to liberalize and 
privatize the fertilizer subsector: 

the financial burden on the government caused by laxge subsidies on fedher 
used for coffiee: 

the poor reliability and high cost of the fertilizer distribution system under the 
government monopoly; arid 

the non-optimal use of ferailizers due to the insulation of both input demand 
and output supply from market forces. 

By 1987, the GRC was spending about CFAF 6 &ion per year to subsidize the 
imponation and dimbution of 64,000 metric tons of f e m r s  for use primadly in coffee 
production. Anofher 40,000 tons of unsubsidized fehI' ir  weie imported a m d y  for use or1 
a variety of crops, including cotton in the n o d  and bananas, oil palm and pineapples in the 
south. The subsidy represented about one per cent of government expenditures. This cosf in 
"normal" years, was more th;m compensated by the governwrit nvrnues generated by 
implicit a d  explicit taxation of coffee exports. The collapse of world coffee prices in the 
mid-1980s mluced the scope for surplus extraction on coffee expom, and exposed the public 
burden represented by the fertilizer subsidy. 

The distribution system was unnecessarily complicated and costly in both b e  and 
money. A parastad company-4.c. the Fonds Nationid de DCvcloppement Runl 
(FONADER>-had o v e d  responsibility for the system from the estimation of fertilizer 
demand to the management of and payment for import and distribution arrangements Nine or 
more other government departments had rsponsib'ity for parts of the system-a situation 
waranteed to be probkmadr Dciays in &Every were frequenk so that farmers s o m e h e s  a 
were unable to apply fertilizer at the appropriate times during the crop year. 

Many people familiar with the old sysrun argue that the administered system of output 
and input prices led to uneconomic fertilizer use by coffee famen. Whik the intent of the 
fertilizer subsidy was to encourage the application of fedker  to coffee plantr there is plenty 
of evidence that much of the fertilizer made available for @off= under the: pubk system was 
diverted to other crops, especiaUy maize and vegetables- 



The subsidy, therefore, "leaked" from its intended =get crop and &us had less effect 
than hoped on coffee production--although perhaps a greater positive impact cm agricultural 
incomes if fertilizer use on other crops was more profitable than on coffee. It may still have 
maintained coffee production in spite of low producer prices, however. insofar as access t~ 
subsidized fertilizer was conditioned on coffee .sales. In such as situation, maintenance of 
coffee plantings may have become the main accommodation in a fanner stra~gy to get cheap 
fertilizer for other crops. All this is speculation, however, since there were no means by 
which market forces could signal fertilizer demand by crop: the price and quantity of supply 
were fixed. It should be recognized, however, that if the fertilizer subsidy had less of a 
positive impact on coffee production tfian the government intended, its removal would 
logically have less of a negative impact on coffee pmduhon than the government feared. 

Overall, it is clear that the GRC's principal motivation in accepting the FSSRP was 
budgetary. Apart from the direct savings due to subsidy elimination, the dissolution of 
FONAQER and the liberalization of input markets weE conditions of release of the funds of 
the second and third m c h e s  of the World Bank's SAL. The problems of the distribution 
system were serious. but key players in the government were in a position to benefit from the 
old system so that their support was, at best, haif-hearted. The possibly inappropriate use of 
fertilizer might have been zt concern to same, but the performance indicators used by 
FONADER and government planners were Iimited to the determination of how much feailizer 
was distributed, to whom and under what conditions. 

2. Strategic Refom Objectives 

The FSSRf's purpose was to support the GRC's effort to: 

liberahe the impomtion md distribution of fe-r, 

progressively eelimirpate subsidies on fertilizer, 

promote the expansion of the private sector in the financing, importation and 
distribution of fertilizer, and 

provide technical and other mistance to support the program's objectives, 

FSSRP's stated obj2~tive was ta "ensure timely availabity of fedkcrs for export and 
food crops at the lowest possible cost to fmers and government" The sbategy adopted to 
achieve this objective was to s~pport the fiberahation and priv&aioa of the fertilizer 
importation and distribution system. The indicators of the degree of achievement of this 
objective include: 

fertilizer delivery time and timely availaabfity; 

fertilizer use by crop; 



* farmgate cost of fertilizer; and 

cost to the government. 

The indicators of the degree of success of strategy implementation include: 

size of the subsidy as a percentage of the farmgate price; 

dis~bution costs; and 

the extent of involvement of private sector in the fertilizer importation and 
distribution system. 

Liberahation involved the progressive elimination of the subsidy on fertilizer. the 
decontrol of prices to the fumgate level. and the k i n g  d individual importers to determine 
the quantities of fertilizers they wish to handle. 

P r i v ~ t i o n  was to be accomplished through the liquidation of FONADER. the 
abolition of the government's monopoly control of import and distribution, and the 
encouragement of private importers, distributors and financial inrermediaries. 

While reducing or eliminating the role of the state could be accomplished by the 
stroke of a pen--i.e., abolishing FONADER, eliminating the iUegaI, monopoly-likrabzrrdon 
and privatization ccould not be seen as a simple. one-step process The establishment of the 
libedized, privatized system through the FSSRP required some provision of financial 
resources because, due to the illiquidity and conservative lending practices of the banking 
sector, it would have been difficuit for potential impoars to obtain credit to finance fertilizer 
imports. In addition, there was a perceived need to engage in active encouragement of the 
private sector, whose previous activities in the sector had been h i e d ,  and $so essentially 
without risk. 

The FSSRP grant agreements were signed by the GRC and USAD in September 
1987. USAZD was to provide non-project ~ s & a n c e - e v e n ~ ~ a U y  totaling U.S. $ 13.5 million- 
in return for a series of p o k y  reforms and bechnic;d assistance-eventually totalling U.S. $ 
1.5 million--for assessments, special studies, and advisory services. The NPA cash grant was 
to be used to retire GRC external debt, and the equivalent CFAF counterpart funds were d 
to create a revolving credit fund (RCF) to enable private-sector participants in the p r o m  to 
frnance their activities. 

The design of the program assumed that the withdrawd of the state could be 
immediate, but that both privatization and liberabt.ion would require a transitional period, 
during which the subsidy would gradually be reduced and private. importea, distributors and 
banks wauld be attracted to the system. The key elements of the program were: 



a Technical Supervisory Cornmiwe (TSC) composed of representatives from 
government departments with a continuing interest in the pm-?1. The TSC 
was responsible for esmblishing annual subsidy rates and for monitoring the 
progress of subsidy removal; 

a fertilizer subsidy fund. financed by the government. to be accessed by 
importers to assist them in paying for fert%zer; 

the ,RCF mentioned above, financed by counterpart funds to provide &ordabIe, 
accessible credit for fertilizer imports and distribution; 

a a fiduciary bank, seiected from among the existing private commercial banks, 
to manage the fedlizr subsidy fund and the RCF. 

commercial banks, to whom ianportes were quired  to *ply for Ioaru; for up 
m one-half of the value of fe-r hpors, in order to q&y for subsidy 
funds. 

Distributors, which could be ccoogpentives, pubfic or private fms or individuals- would 
solicit bids from importen. Once he latter received orders they would apply for a commercid 
bank loan. The bank would in turn request Ithat the flduciq bank lend it an equivalent 
mount from the RCF a d  release the relevant mount from the subsidy fund. Once the 
fertilizer &ved in Cameroon's main port of DouaIa, d k t x i b u t ~ ~  would pay the hparaets. 
They could dso access RCF funds via commercial bank Hoans if t k y  wished. 

Severd elements of the program changed over time, primarily involvhg the 
patticipation of the commercial banks and the RCF. The most siacmt deviation fmm p b  
was the reluctance of the banks to knd money to i m p a ~ e r ~  and distributors without fun 
security. In this situation, the RCF ended up being wed only for loms the importers were 
required to take out in order to have access ro the subsidy fund Eventually, the TSC 
elhhawd the requirement that importers take out such a loan h order to widen &e scope of 
possible financing arrangements. In an effort to find a good use for the RCF, it was envisaged 
that ii codd include medium-tern loans for investment in p d  onshare p&g of 
fertilizer, such as blending and baggaing operations or storage f'ilities. In the f i a t  analysis, it 
was fortunate that the system generated sufficient incentives to private hportes and 
distributors &at it could become essentially seE-mcbg. 

The accomplishments of the FSSRP are very impressive. ahe quantifiable indicators, 
as mpomd in d ~ e  Mission's N 1993 AH report (USAD, November 1993), are s u m m a  
in Text Table 3 below. They show that the FSSW was, as a recent impact assessment nored, 
extremely succasfbl in liberalizing and privatizing the fertilizer Caisrtiburion system and., in 
the process, increasing competition and reducing marketing corn. 



Text Table 3 
mw ampact hdimtom 

L i l m d i m t i ~ M t i z a t i c m  of 
fertilizer market 

Subsidy rate 

Dwreastrd ~losubsidizecl 
f m g m  fertilizer price 

Reduaion io domsuc fen& 
iz=r distribution costs 

Redtiction in average fertilizer 
delivery the 

Xn~ea~ed participation in 
domestic fdlizer d e t  by 
banks imponas and disuib- 
u t m  

Basefine Case 
(ism 

The GRC heavily 
caavols milrkt for 
fe€tiii:zer 

66 8 

CFAF 133.680 

CFAF 36 pa 
kilogram 

12 to 18 months 

Banks (aaive:) Q 
Baaks (sad) 0 
w-= f d v e l  
>20 
@- (-1 
>5 
Disaibum 
(xtlve) ~ 1 5  
M b u t o r s  
(actual) >I5 

N 
1990 - 

Market 
ptivat- 
i2ed 
and 
WY 
liberal- 
ized 

20 95 

82858 

24.8 

4 to 6 
mths 

5 
5 

I0 

4 

16 

10 

Source: USAID/Cameroan (~Vovember 1993). Assessment of Progrm Zmgoct (MI], FF;Y 
1983. 

4 Likralimtion of the fertilizer imp& a d  dis&ihtion system is n'rhdy 
complete, 

The retail price of fertilizer is uncontrolled; FONPIDER is b 1 v e d ,  and the subsidy 
has k e n  dl but eliminated and will be after June 1994, Complete market L i b e r a o n  
required two years more than oriC&ally foreseen, but this still represeats a major success* 



Mvalization of &e fertilizer import and &tribution system tPas made gteat 
P-. 

There are many more distributors of fertilizers &an there were befare FSSRP. They 
are more diverse in terns of size, organizational structure, and locabn- Among importers. 
there has been less success. In the past, FQNADER contracted with private k t ~ s  to hprt 
fertilizers, so that in some sense the actual businesses imparting fertilizer did not need to be 
privatized, One can more easily uk of FSSW having eliminated the promxion of a small 
goup of privileged private firms and thereby opening the mar"~et to stranger competition. in 
fact, primarily because of rhe nzlumce of the banks to grant c ~ d i t  ro importers, dl the 
principal imgor&m since xhe beginning of the p r o p  have been foreign-owned c o m ~ .  
Among banks, h e  effect has ken somewhat dierent than o t i w y  e n a d  they 
essentially gmt lewrs of c ~ d i t  u, very creditwonhy--read foreign-compmies rather &an 
providing access to he  RCF. 

One should remernWkr. however, that Iiber;rlizrt!ion and privatization, however 
laudable, were not t'rc objectives of FSSW, but rather tfie means chosen to achieve FSSRP's 
objective-to "ensxe timely availability of fertilizers fur export and food crops at the lowest 
possible cast to farmers and go~emment.~ There are some indicators of llcc~rnpiihnnent 
suggest that FSSW was. in fact. extremely SYCC~SIS~~I in this effort as well. 

+ The farmgate cust of fertilizer laas declined a ~ d y  since the beginning of 
F5%RP. 

The key cost indicator shown in the API ('Text Table 3 above) is the delivered cost of 
fertilizer, gross of t !e  subsidy. This cost is the sum of C F  cost as determined by the world 
market md internal. distribution costs as determined in part by tax and trade poiicy and in parer 
by efficiency af intermediaries in bringing the f e a r  from the ship to the ftlxmgate- As 
Table 4 shows, the delivered cclst of fertilizer decreilsed every year since the prognm began, 

Most of the decrease came in tfie first year (1988/1989), due primarily to an 
approximately 40 per cent drop &I the avenge CTF cost per metric ton of fertilizer. Thefe is 
no clear explanation for this dropS either in documentation a v ~ ~ I e  to h e  team or in the 
memories of participants in the program. CE price h from EONADER sources suggest that 
import prices in the 1st year of the government monopoly were much closr to t989f 1990 
prices &an to the figure given in the table. Nevedeless, there has been a further aggregate 
drop in the average fertilizer price of 15 per cent over the pefiud I989I1990 to 19W1993 due 
to approximately equal decreases in CH; md dwbution cosx 



Text Table 4 
Cameroan Fertilizer Cast Structure 

1987/1988 to 1W1993 
(Current CFA Francs) 

Source: Adapted from Abborr, R.D, aPrd E.K. Dq. {October f 993). "'Pri~~atization 4 
Fern-lizer Marketing in Cameroon-A Fim-Year Assessmnt of the Fertilzer 
Sub-Secior Reform Progrrm-Technical Repa." AM?S/Abt Asso~+ates kc, 
Bethesda, Maqlcutd 

Notes: I .  me !urge drop in CIF cost from 198711 988 m 198W 989 was a mqjor 
contributor 80 tk FSSRP progress figures. 
2. ;172e average re~ail pr ic~  for j~rpiiizer rose ar appram'mteIy 7 perceant 

per year. 
3. Xhe d e c k  in merage disair'butian c u . ~  offenizer bmmd o m  by 

1989/. 993. 

Incomplete 1993/1994 data cmar be used to compare with previous years because 
they refer to only one type of femlizer-i.e.. W K  20-IQ-10-which is one of the more 
expensive of the types &a$ make up the *averagen cost of fe- shown in the rime-series 
table. ?3rey ate, however, useful to demonstrate the impact of devduation and other 
shultaneous policy measures, as can be seen in Tsxt Table 5 below. The CE cost doubles. 
but the delivered cost only rises by 75 percent because of a much smalller increase in 
distribution costs. Indirect effects of devaiuatiorr, esw;f%ly on tramport costs, plus policy 
changes such as the reduction in the rate of duty 430111 7 to 5 percent a d  an increase in pon 
charges, combine to nise distribution costs significantly for the first time since the begiraning 
of FSSW. 



The cast to the government of fertilizer distribution tas detmased dramadrally. 

The GRC has saved up to CFAIF 6 billion per year by clLiinathg the fertilizer 
subsidy, although tlhe savings would have been less had consumption of subsidized fertilizer 
dropped as much as it did during the early 1990s due to the drop in pradtlcer prices of coffee. 
In addition, the government no longer has to subsidize the operating costs af FONADER. Thc 
fertihr subsidy elimination done mounts ra a savings of qproxirnately one pcr cent of 
govemmcat expenditure and more than that percentage of government revenue. 

4 &Every k fertilizer is more timely thnn under &e previous system, and ordar 
take less time to arrive. 

It is unquestionable that rhe elhimaion of the bureaucratic procedure of b e  old system kd ta 
an immediate reduction in delivery time, md thus a reduced risk of la& &vd of the 
fertilizer. The htest resuit. the possibility as of 1993 of instantaneous debvery ta tire retail 
channel, is the result of the broadening of the d i b u t i o n  network so &at inventories are held 
a~ di levels of the system, Now, distributors we no h g e r  piacing large or&s for subsqucnt 
impomtion but rather buy directly from importers" stock in Dada, forcing impoipers to 
maintain stocks throughout &e yew. 

'Text TaMe 5 
The Effrect of CFAF Devaluation on W K  28)-1&10 Fertilkr Cmts for t!BW994 

(in CFAF per metric ton) 

4 More efFicient dkcation of fertilizer as a pMdlldion input 

htx-eased prices far f e ~ r - c o u p l e d  with fm.g  prices for coffee-forced farmem to 
evaluate more close1y their ahcation of bo& purchased inputs and 5miiy h h r  reso-- 
Fuii~wing the sharp drop in coffee producer prices in December 1989. farmers began a 



signiftnnr shift toward use of more fertilizer on food crops and away from use on their 
coffee trees. ahis shift occurred even as the aggregate consumption of fertihzr declimad 
sharply. 

Severai factors accounted for this reallocation of fertilizer, E i  the changing 
composition of the distribution network-ie.. the marked shift from diisibution exciusively 
though coffee cooperatives to a diverse set of entrepreneurs that now includes r n m b a  of 
independent input d e w  who also sell seeds and pesticides-suggests incmised us of 
fe&ers ourside .@e arabica and robust& coEe subsecms. Second, bke of ff5-r types 
available has shifrcd toward composite fcdb.ers--ie.. NPK 20- 10-10 and NPK 12-6-20. 
These composite fertilizers are pnfmed-and recommended by exrmsion agents-far food 
crops, and have increased their market shares at the expense of nitmgen fed.krs--e.g, urea 
md ammonium sulfate. F ' idy ,  fm-level studies commissioned by die FSSRP, along with 
agricultural census data, indicate a clear tmdcncy away fmm coffee md tomrd food m p  
production. 

With the Ecent devaluation of the CFAF, however. the relative: profitabilities of export 
crops versus those crops marketed only in the domestic m a k t  may be changing. Such a shift 
in profitabilities over the medium-rerm may cause f v m e ~  to once again reassess their 
allocations of resources between competitive m p  enterprises. 

h addition to the shift away from coffee production, the liberalized and privatized 
fertilizer market saw an increase in the market sham of urea--a fertilizer &at is cheaper per 
unit of nitrogen but more expensive per unit of product-at the expeme of ammonium sulfate 
(21 96 N), a less cost-effective fertilizer. This shift demonstrates an increased awareness of 
the value of the nutrients offered by the dierent types of fertilizer. 

1. Key ComOzzhts Atkhssed by h e  Pmgmm 

The 1989 World Bank Agricultural Sector Review and o&er studies produced dtving 
the PRAMS I de&n identifed the following major c o n s ~ t s  in the agxicuIw sector in 
Cameroon: 

* The inappropriate policy environment was seen as preventing the sector km 
resuming its pre-petroleum role as the primapy engine of growth in the 
economy. Policies in the areas of pricing and h e t i n g  of export crops, input 
subsidies and state monopolies in the production and distribution of private 
goods were sighted as being the most important impediments to growth. 



e Gwemment intervendan in the pricing and marketing of major e x p a  crops 
had resuited in severe distortion of marker signals and heavy taxation of 
agricuinsd exports. 

The lack of an open compeutive market errviro-mat had rcsuled in Jswcr 
pr im and reduced incentives to producer of export crops. 

a Low producer prices and ambiguous quality incentives had resulted in lower 
quality expcm crops. 

The legislative fmnewodc for the cooperative movement needed to be modified 
to enable mopentives to more effectively play thcii roles in the m e w  ~f 
smallholder production. 

A subsequent analysis of marketing arrangements in the d i c a  coffee sectot 
(Werson, GeBar and Wynne. 1998) vdidated these general fmdiigs and further concluded 
that a period of capacity building was requited ao prepare the cooperatives ts operate under a 
fully competitive market structure. 

Waving postdated this matrix of C O I ~ S ~ ~ ~ B ,  the 1989 A ~ u l ~  !Seetor Review 
recommended the fallowing policy interventions: 

marketing a d  pricing policy =forms ;rimed at ciimmathg price rig$&*, 

• distributing more efficiently the gains and Iosses associated with fluctuations in 
world market prices; 

e encouraging competition among markerring agents; 

* minimizing sate interrention in commodity chains opratians; 

maintaining production incentives; and 

encuuraging higher quality in output 

These recommendations were incorporated into the SAP negotiated between the World Bank 
and the GZC and were srrpgoroed by an INIF Smd-by arrangement and a Wudd Bank SAL. 

FoI1owing AID approval of USAID/Cmeroon7s CDSS in 1989, Mission staff aimed at 
defining and evaluating how the Miian's ecunomic poiicy refom portfolio might be 
smctured so as to support implementation of the SAP. It was concluded that n series of NPA 
inventions under a Program of Reform in the Agricultural MiukePing Sector (P&\IS) wodd 
be the most appropriate because such a program would: 



directly support the CDSS strategic objectives of reducing the overextended 
role of the public sector and developing a more efficient and competitive 
private sector; 

support the Mission's on-going agic~ltwd input m&t (FSSRP) and 
coopemrive development (Credit Union Development Project) efforts: and 

initiate policy refam activities in an ma where the Mission believed it had a 
comparative advantage. 

The Mission decided in 1989 that the first phase of P W S  wodd focus on reforms 
in arabica coffee marketing. This initiative was to be followed by second phase eEort to 
initiate reforms in the mbusta coffes and cocoa markets, The pa& was chosen because it was 
in accord with the priorities set by the SAP and because projected world prias for ab ica  
coffee and Cameroon's cornpt ive advantage in mbica coffee indicated that it could stiif. be 
produced at a profit even ;~t significantly higher output bveis. 

For these: reasons as well as the Miian's considerable credibility wi& the GRC in 
supporting policy nnsi%ian, the policy dialogue aimed at defied the nature and phasing of 
ref~ms in mbica coffee marketing was highly successful and the refoms evenmdly agreed 
upon went significantly Turtfrer than was thought possible when the SAP was being 
negotiated. Moreaver, the Mission was able to convince the GRC that LiLibe~t i0n of the 
stabsector coufd be carried out in such a way as to minimize the social costs of transition to a 
system of full market competition. 

2. S-gb Refom Objectives 

The god of PRAMS I. including its W A  and project assistance components, was to 
promote. without undue socid costs, the introduction of private, competitive market forces at 
dl levels of the mbica coffee market chain. 

Toward this end, the Me-fold purpose of PRAMS I was to: 

remove marketing impediments mb pricing constrain& in rRe mbica coffee 
subsector; 

strengthen the North West Cooperative Association's (NWCA) capacity to 
compete wids other cooperative and private sector traders and processors; ancl 

establish an institutional environment for autonomous and accomdng rn-ting 
coopentives. 



h line with the stated goal and gurposes of PRAMS 1, resources devoted to the liberalization 
and privatization of the mbica coffee marketing chain were to have engendered the foflowhg 
specific accomplishments and conditions: 

* elimination of the GRC-managed mbica coffee stabilization fund; 

a authorization of both cooperative and private buyers involved in mbica coffee 
m a r k e g  in thh: f i f t h  West and West Provinces to set their own prices based 
on market forces independent of g o v e m m  sup-on or control--i.e., 
arabica coffee prices were to be determined by competitive market forces; 

establishment of a grad-d tax structure for d i c a  coffee tied to world 
market prices was to be in place to provide economic operators with heenlives 
to prodm more and higher quality d i c a  coffee; 

elimination of the cooperative marketing monopolies in &e North -West and 
West Brovbces and ;lu&orhtion for dl licensed buyers to ope- anywhere 
atabica coEee is available for sde in Cameroon-i.e., coffee marketing yld 
processing agents in tfre North West and West Provinces were to have greater 
ease of enay u, the anbica c~Eee market so ss to foster competition at di 
levels of at'le marketing chain; 

authorization of all qualied private buyers, processors, and exporters to sell 
tirabica coffee beans or products to any foreign buyer; 

establishment of a rrzmspctrent system for d d n g  an Interna-tiod Coffee 
Organization (TCO) quota certification to guarantee ambica coffee producers 
access to world markets, if the International Coffee Agreement (ICA) is 
renewed: 

authorization for the W C A  to export mbica coffee directly to foreign 
markets with no government hwvention and without technical assistance; 

the W C A  was to have been repaitid for dl e a r s  by the National Pradun 
Marketing Board (NBMB); 

the tmmder of zlll coffee hulling and conditioning equipment and other assets 
owned by or under the custody of the NPLMB's Bsmenda Office to the W C A  
--i-e., the NWCA wits to enjoy unencumbered use of physical assets @ms&med 
to it by the NPMB: 

the NWCA's revised institutional -gements were to provide maximum 
feasible incentives to increase the quality of e i c a  coffee pmductioa, 
processing and marketing; 



the NWCA w3is to be fully pmicipathg in the arabica coffee market in the 
North West Province on a sustainable basis and without subsidy: 

issuance of a GRC interim statement of policy outlining objectives regarding 
cooperatives in the North West Province in lieu of a revised cooperative iaw- 
i-e., the: membership and structure of cooperatives, cooperative unions and 
associations were to be detemiared by individd and group choice based on 
economic and social objectives and not by govement-impused requirements; 

\ 

the membership of coopemtives, cooperative unions and associations were to be 
reviewing and approving annual budgets with f d  a c e s  to their orgmktio,al's 
books and records; and 

promulgation and implementation of a liberalized cooperative law that reduces 
GRC involvement in the formation. management and dissoIurion of 
cooperatives nation-wide-i.e.. the GRCs role in cooperative development was 
to be limited to registering coopent.ives a d  ensuring that the provisions of a 
libedized cooperative law were being carried out-+.g., &at mud audits were 
being performed. 

Under P W I S  I, a tutaI of U.S. % 18 million in NPA was provided. This funding was 
to have k e n  disbursed in four branches as the GRC met specific and phased conditionalities 
over the life of the program. In addition, it was estimated that the total cost of project 
as.c;ismnce to PRAMS 1 would be U.S. $8.5 raillion (GRC anb US-AID contributions 
combined) of which USAD would fund not more than U.S. $ 4  maon:  later hcnxsed to 
U.S. $ 5.5 million. 

Since the PRAMS I design process was completed with the signing of the .WA 
program and project assistance agreements. two important changes have been made dEecting 
progradproject implementarion: 

In recognition or" the fact that the GRC was still refusing to implement full 
arabica coffee price liberafization at Lte beginning of 1993 wikout re-ranws 
that farmers would not be didvantaged in their dealings with coffee buyers 
under such a liberatized system. USAD agreed to provide fundig and 
technical assistance for design and im~lernentation of an mbica market 
information system (AMIS). This system was designed in three phases to 
provide all parc.icipants in ?he arabica coffee marketing chain with, fh ,  full 
and complete weekly info-tion on world prices for the type of corn 
produced in Cameroon--i.e., New York "C"' prices; second, weekly infomation 
cn the unit prices being offered by cmperative a d  other private sector coffee 
buyers to mbica coffee producers in Camemon; a d 2  third, weekly reports on 
actd anbica coffee prices being received by cofke producers in West and 
North West Provinces. 



Due to the decision to terminate the endre USAID development assistance 
p r o m  in Cameroon by the end of 1994, the PRAMS I PACD was changed 
from 30 September 1994 to 30 June 1994. Importantly for this assessment 
report, this action reduced the program implementah period by three months 
just at the time when essentially all of the P W S  I ~ b e ~ o n / p r i v a t i z a t i o n  
reforms had been accomplished and the initial impacts of these refoms were 
beginning to be fully expressed in the local economy. 

3- Accomplishmerats to Date 

This section presents a list of the major accomplishments of P W S  I as bc~urnenteci 
by the Mission and attested to by the: assessment t e a .  "Ilhc documen~d kgwy of PRAMS I 
accornpfishments includes: 

4 Elimination of dl GRC controls over the a-ia mffe marketing ebb 
with the complete dis01utiamr of the NPMB. 

+ Dbntinuamx of aH GRC-numag& stabilization faad activities with 
respect to arabica mffke. 

+ Elimination of pan-regional pricing 4 the implementation of FulI price 
I i k a l h ~ o n  in the asabica coffee sukt~r  start3ng in cmp year 
P993D994. 

+ EIimination of the atoperative arabica coffee mompdies in 
Cameroon in 1993 and aw~or5zation for dl H e m e e l  bayems to ope~a?.e 
anywhere ambica coffee is available for sale in Camemon, 

4 Authorhation of all l i d  caopemtive and private buyers of d c a  
coffee in Cameroon ts set their own prkes based on competitive market 
conditions; 

4 Authorization foe all 6icemed arahica coffee buyers, prtxxsom a d  
expo- in Cameroon to d to their coffee @ any foreign buyer, 

+ Establishment of the M I S  which provides for tmmspmcy im *e market 
by FmnsmitGng world & local buyer psiices M y  bo arabica coffee 
pducers as the base for improved d ~ i o ~ - ~ n g  on their park 

+ JMaSshment of a more transparent iabrnal system for h=amsmitthg 
ink& cast a d  margin b m  the ape% m*om and sodety level of the 
NWCA to cooperative members as the base for improved ddon-& 
and member empowerment 



+ Development of a new NWCA Marketing D e m e n t  which has 
dramatidy increased csogerative receipts from @its coffee sales. 

+ Promulgation amd implementation of a E t 3 e d i z d  national coaprartive law 
that reduced GRC involvement in arabica mffe m p e d v e s  40 
mgktmtisn of societies and quality control in cuf'fee marketing. 

4 Introdudion of NWCA procedures and member traidmg pmgmms 
directed at improving the q d t y  of the arabia coffee e x p d  

+ Development of tield-teded madeb of s u e d  @icy reform 
irngtemenaation for mnsideration by d ~ o n m & e r s  seeking to initiate 
policy reforms for the rob- coffee d cocoa s~pbsectQ]~~. 

I .  Key Constraints Addressed by the Pmg- 

When PREPS was designed in 1989 and 1990, Cameraon was seen to suffer fmm a 
v ~ e t y  of legal, reguhory and institutional obstacles that were tendering the products of its 
export processing sector increasingly uncompetitive in internationd maukeas. This 
phenomenon was wcuning despite the fact that the country's natur;;tl. resource endowments 
appeared favorable to greater competirivencss in and development of vdue-added export 
processing. 

In PREPS design, eight primary constraints were identified as major obstacles in 
developmsnt of expon processing industries in Cameroon. They wen: 

* the excessive regulatory environment imposed by the GRC: 

complicated ;urd costly customs procedures; 

* overvaluation of the CFA Fmc; 

o h i a d  private sector access to credit; 

(. limited private secwr access to export markets; 

a inadequate mad infrastructure and the high costs of mad mspa~t; 

e tfie inadaquae and high casr te1ecomrnu~ications system; and 



While it was recognized that installation of an i n d u s t d  free zone regime in and of 
itself could not alleviate d1 of these cansmints, it was hoped that a iFZR would address "the 
vast majority of the obstiicies currently impeding export growth and divem~cation" (USAID, 
August 1990). 

Under an EZK it was anticipated that the number of permits that had to be ~btained I 

and the number of procedures that had to be followed in esiabkhing and operating im export- ( 

oriented firm would be greatly reduced. The intention was to replace the 24 independent 
p r o c e d d  meps required to establish an export firm with a si&e application form. Moreova, 
PREPS intended to create a single "one-stop* shop--i.e.. the Nation& Office far IndusPrid 
Free Zones (NOlF2)-for appmvd of investments. NU- approval procedure was to 
eliminate the involvement of the 20 mhistties, ofices and agencis &at had been requited for 
investment approvals ir% the past. In addition, he IFZR kgisI&on-p& in January lW@- 
was to reduce the h e  required for approval of E Z R  kv7ss-mtnt from the previous six m 24 
months to 38 days. 

The NOIFZ was to be privately managed and openred. It was to serve as a major 
vehicle for amacting foreign and domestic investment in export pmessing industries through I 
provision of a "world c l a d  package of fmancid incentives and reducing the costs of 
establishing and operating a business irt Cameroon. 

The lFZR was ,4sa to address the impomt earn-t created by the existing system 
of p k e  and margin consols and of domestic input punchase requirements. Under the regime, 
participating &ms were w Ere exonerated from ail price and margin controls md to be f k  to 
purchase their inputs from any local or foreign some. 

The EZR was &a to exanemte participating firms from tbe standard wage 
classification scheme specified under the Cmemonian Labor Code which k e d  all wages by 
inbusaid sector, geographic location, and revets of formal educarion. Ica place of this system, 
IFZR enterprises would have the right to freely negotiate contram with dxek employees and 
set wages on the bask of empioyee probuctivilty and efficiency. Hiring and firing mles were 
to be set through collective negotiation. 

The B3X was to directIy address the prublem of custom delays; and internal 
corruption. It was thought &at the name of F Z R  operations would ~ d u c e  opportunities for 
custom o f i c W  to e x m z  economic rents, Since participating enterprises were to be 
e x m e e d  hnn dl M s  ad taxes on their imports and exports, the task of "vduation" was 
no longer to be mpked. This, in tu.m was seen as the mechanism for eliminating the 
"tremendous amaunt of administrative discretion and Beverageu m m m s  ~ffichls held over 
local businasmen. Tfie H."ZR was aIso to cmm a system of automatic tmm5er and on-site 
customs inspection at the enteqtise's site of operatio&-e., either within an industrid h e  
zone pa& to be esobbhed or at an individual finn's site outside the park-"point frrutc" sites 



Although the IE.'ZR was not expected to directly address the problem af the 
overvaluation in the nominal exchange me, it was expected to address the overvaluation in 
the real exchmse rate through its beneficial effects on GRC price and wage policies. If 
domestic wages and prices were to decline in terms of the CFAF whiIe the nominal exchange 
rate remained constant. then there would be a de facto depreciation in the real exchange rzW, 
with desirable consequences of the international competitiveness of Carnemn's exports. 

With respect to improving the private sector's access to domestic credit and beyond 
the commercial bank remumring efforts being conducted under the SAP, USAID/Cartiemn 
had developed two complementary activities to support the development of the lEZR and 

I assist quaMed fms to gain access to local sources af financing-ie., a Loan PortfoIio 
Guarantee (Lffi) Program rind provision of techid assistance to three indigenous entities 
that were interested in developing venture capital facilities. 

I 

I Together these two activities. when implemented in the context of the SAP, were seen 
as ?he key to reducing the local credit constraint. In addition, it, was hoped that foreign 
investments would be attracted to participate in joint ventures under the DTR, thereby 
providing increased access to worldwide capital markets. 

Improved access to markets under the, EZR was to be guaranteed by the creadon of 
joint venmres between foreign investors and 3wal businessmen. In these cases, the foreign 
imzesxor was to provide the foreign market, as weU as access to technology; and the local 
businessman was to provide the in-country sourns of production. The IFZX was not viewed 
at design as a vehicle for addressing the basic problems of hadequate aoad infrastmctlare. 

Under the Regime, firms were to be allowed to have their own tekports which were 
seen as p d y  reducing rhe cost of telecommunications. In addition, the IFZR law mandated 
that the local telecommunications company would pass through the INELSAT rate plus a 25 
percent markup for administrative costs to aii qualified LlEZR enterprises. Together. these 
provisions were seen as permitting "'communication-intensive indusuies to be competitive in 
Camerocm". 

Finally, under the IFZR, NOIFZ was to be empowered to establish prscedwes for 
settlement by mutual agreement disputes arising between key players under the Regime. The 
purpose of the dispute settlement mechanism was to create an objective and fair system of 
arbitration outside the local court system and, thereby. facilitate the quick settlement of 
disputes so that t h e  and money would not be unnecessady lost, 

2, Stnrtegic Re* Objectives 

The goal sf the PREPS prowpm was to assist Cameroon to incram hvemnenr, 
empiuyment and production and to expand markets in the export processing sectorf It was 
thought that the amhiem of this goal would promote sustained, broad-based economic 
p w t h  by genefating the follcwing results: 



increased export volume and value; 

e greater diversification into the production of non-traditional and higher value- 
added expon processing activities; 

increased number of export-oriented fms; 

increased number of new jobs created by industrial Free Zone Regime (fFZR) 
enterprises; and 

a increased lidages between EZR activities and kwd suppliers of goods and 
services--i.e., backward f idraga. 

The purpose of PREPS was to suppon the development and implemenmtion of o 
privately-managed Regime which would operate effidendy and 51 stria adherence with the 
intent and provisions of the Camemnian EZR Law. This program was seen as promoting the 
a&ment of two of the three smtegic objectives established by the Mission9s CDSS 
1490/ 1994. These strategic objectives were: 

Q the development of a market-oriented, competitive private seetor, and 

. the reduction in the over-extended role of the public sector in economic 
activities- 

The PREPS progaram was designed to e d i e  impIemenrcstiun of refoms enacted under 
the new IF233 through a nine member NOEZ Board of Dhaors with majority private sector 
representation. The main b t  of hat  Reghe was M l i k e  policies related to the export 
processing sector and, thereby. reduce the GRCs involvement in &e sector- 

The G K  had recognized the need to remove economic distomori in the export 
processing and established the following policy objectives for the sector: 

to diversify the country's production and export base; 

a to increase the value-added of c o m m d t y  processed for export; 

e to enhance foreign exchange earnings; and 

to increase new employment 



Attainment of these objectives was seen to require imiprrant steps: 

r. promulgation of approprim rules. repfadom and proccdms: md 

development of new insrihrdond mgernents to mntn the effstivc 
implemenution and enforcemenr of these new mies. regulatios and 
procedum* 

The CiRC took the f i t  step in this process on 29 January 1990 when President Paul 
Biya signed a h i d e n t i d  Ordinance creating a C m e m W  Indwwid Frcc Zone &me. 
The Ordinance established criteria for dimts to qualify fur acceptance into the wirh 
d e f i  rights and privileges it also provided financial incentives b i p e d  to make the 
Reshe competitive with the hemost annctivc fire zone regimes throughout the world. 

The PREPS program is designed to assist Cmemun in taking the second hpmt 
step in the reform process-i.e.. to implement the new insxitutlond mangemems c m a d  under 
the khance-  Two hututiom-i.e.. the Nationd M c e  for hdu&d Free (NoFZ)  
and the Investment Pmmatiun Center {PC) were ta have been created to facilitate ahis 
implementation proms- The following indicators were p o p a d  means of evalmhg 
proa- in the institutional process: 

e decreased time and costs required for entrepreneurs to acquire the q p m v d ~  
necessary fdr investments in the export processing sector, 

e decxeased time zlnd costs required for engepEneurs to ifquire all necess;try 
public services-e.g, labor permiis. residency pemit~, visas. erc.; 

decreased time and costs required for customs clance of imported ma&& 
and export products: and 

I increased objwtiviq and efficiency in the settlement of disputes among and 
between privare investors in the F=e Zone and entities charged with mgdrntory 
and admiinismtiwe responsibilities. 

The PREPS was designed to provide a -A cash grant of $3.1 million and a project 
zlemce component of $3.56 million over a &-year life of the pn~gmm. In addition t~ 
USAIID's contribution, rhe GRC was exgected to pmvide in-kind support valued at S f -66 
million, while ~e private sector was to make approgdae--but ~~c--ctmtntaibutions in 
support of the prozm. 



+ Promulgation and dissemination of the ltaw creating the Cgmemn Irrdwitd Free 
Zone Regime (Jarwary 19!l@) a d  the hplernenting Regdatiictns of the llrmdlstriat 
Free Zone Reme (December 1990) 

Ahhough gmrnuigation of tfie law creating idhe Camemn IFZR tee-hnicaily m k  place 
before the program and project agnxrnens cmting PREPS were signed between the GRC 
and USAID, the legislation was at., culmination of the process initiated in eady I989 with the 
active participation of both USAID and the Overseas Private Investment Corporation (OR). 

The approval and issuance of the Implementing Regn!;ttions governing &e RZR was 
&e fmt major accomplishment in the reform process; after PREPS was in place. 

These tws pieces of legislation created the legal basis for e s ~ ~ e n t  and apedons 
of the I r n .  

+ Establishment of the N & o d  Office for Mustrial Free Zone (NOIEZ) 
L 

NOFZ was offici;lIly created as the regulatory body for the EZR h April 1991 and 
begam operations in Douala, Cameroon in May 1692, with a Director General and staff. 

+ Gr%ntiag of id&d free zone statm to mine private sector firms thnwgh 
F & m  I994 

Nine private R-IS have been ,-led industrial fkee zone status to date, of which six 
are fms which had already established operations; in Cameroon outside the IRR and thee 
are new expcrt pmcesskg entities. In terms of ownership, seven of the nbe f h s  have 
majority foreign ownership, The other firms have 100 a d  80 percent Cameroonian 
omrship, respectively. 

In an interview wixh the assessment team, the NOlZEZ Director Genetlli indicated &at 
four additional private firms were in the process of applying for PEZR status as export 
processors. Two of these finns were expected to receive final appmvrrf of their applications in 
the near future- 

+ Reduction ia the number of separate GRC agznaes hawing direct roles in 
proassing amd approval of investment pm@ 

Although the "one stop" shop envisaged under the EZR has never functioned, t h ~  
creation af N O W  has reduced the number of separate GRC agencies having direct roles xn 
the g d g  md approval of investment proposals fmm approximately 30 Ira 1998 m t w ~ -  
i.e,, NOfFZ and the W i  of Industrid and Commercial Development (,A,AIrr5TDIC)-h 1994. 



+ Reduction in the time needed for firm to secure! ind& free aone status 

USAID has confinned (Assessment or Frognm Impact (API). November 1993) ?hat 
the summry 30day time limit for processing of investment applications by NOIFZ and 
MNDIC has k n  fully attained. 



'Or. CONCLUSIONS:  PACTS AND SUSTAWABETTY OF THE REFORMS 

In reviewing the three progrmdpruject activities comprising USAIDiCmemn's 
economic policy reform effort with the Government of Cameroon, it is important to 
t h a ~  at &eir core, the three policy p r o c e s s  s h d  certain c h ~ ~ c ~ :  

+ AM were ~~ at helping a willingabut stmggling-government 
implement public poiicy refoms ia the same g m d  m i +  market 
fiberdimtion and dambtion of greater private sector padciptim in 
ecommy; 

+ AH envisioned the transfer of reqm&W~es fop major emmrnic activities 
from the public sector ts the pI.ivate sector; 

AH empIrasized participatory appnmcks to pdcy formulation aad. 
implemefitad~ol of the desired reform; ana3 

a All used a jadiaous mix of USAW mom-pmjeclt as3 pm- asdSmce Ls 
M e v e  the desired red&. 

The foffowing subsections of .the reparc exmine: the majar fmrs  which inflrrtned 
the successful reform impfemenmtian: the impacts of the promproject  3etlvities to dm; 
facron which may have reduced the impacts of piicy mflarm; on the sustainability of the 
reforms in Cameroon. 

A, Factors Maemcing Reform Implementation 

+ Tbe GRC was seamhirqj for both f i d  murc"oes and new ideais in the 
fgce of an accelerating mmnomic crisis w%& started in the mkl-l98& 

The spebfii policy reforms to be supported by USAID W A  and ptoject 
assktmce were seen by maany key d&on-&ers as econoddy  wmd 
and socially desiralblc 

e The three dorm process were supparted b y - 6  indad, he!@ to 
create-an appropriate macmamnoxuSc d legal framework which set tbe 
mnQext for the edar reform rmderbken. 

+ The realization of t%e improved mamoaoajuic a d  1- framework 
strongly supparted by t%re donor c o d e  aad the sptdic reform 
pmceses initiated with USAID ~SSC)UWXVS were &V&Y s u p p a w  by key 
donors and, in m case, were they actively resisted by a wjor domr* 



+ The successful ref- processes were directed by working groups of 
government officMs, USAiD staff and private secbr gem-1 who were 
well-trained, experiertcd, and, fur the nrost part, h i l y  motivated. 

+ The most m-hf reform prw- had t i g h t @ - f e  poEw ageadas- 
i.e, they were f w e d  an a tianit& number of crucial and i n t e ~ ~  
reform actioas and did nalt disperse effort and msmrces over several 
undated dviiies, 

1, The reform processes in design and impEemental3on were iterative, flexible 
and consarltative. 

+ The nef'm promses in mast cases t&Jored technical sxsktmm snd other 
inputs to addressing issues idmtified jdnbly and agreed to by seni~t 
government officials. 

4 Pmces outputs were seen to have direct utility to senior government 
policy makers and to private sector deckion-makers. 

+ The reform processes tailored inmp~ementata'on *ties to f d  f i d  
a d  p m n n d  capadties and, thereby, irecreased p r a s v  for their 
sus~x~ability. 

Tk ~~OCESXS nmgiized the netla for imter-mmstm 
. .  

@ *d participation aud 
dabration at the national aurd levels a d  better c o m m u a i ~ o ' ~ ~ ~  
between public and private sector agents, Creative use of ~ ~ t i ~ g  
committees, 5nat.a-annual progress reviews, workshops, sgdraars, and 
training opportmrljtis facilitated attainment of &ese objdves. 

B. ampacts of Policy Reforms 

F w r s  have proven themdyes highly rtsponsi~c to the new commodity and 
input price datiollisbips they are facing. 

The major impact here was on GRC attitudes Many government decision-makers mtly 
believed that Cameroonian fanners were ignorant of these financial relationships had to be 
protected h r n  making their own resource docation decisions t b u g h  patematic 
management systems which set mcial prices, rationed inputs. and conwlUed atatput flows, 

The reform experiences with fertilizers and m b i a  coffee have, without any doubt, 
changed the at&ades of many decision-makers about the a6itit:s of farmers to make their 
own resource decisions- As impomly ,  the experiences have been demonstration effects 



which serve to severely undermine the credibility of ref- opponents who setk to z-ktinnc: 
the old paternalistic public management sysams. 

Whereas the GRC and donors did not seem to anticipate what would happen under the 
joint effects of a high own price elasticity for fertikxs and the cross-elasticity of ferdizers 
with respect to coffee prices--i.e., that fertilizer use on coffee, would decline rapidly if 
fertilizer prices rose and coffee prices continued to decline--there is now a better nx6giition 
that Ltedker use is dependent on both of these factors. 

+ Improved resource allocations based upon dearer market s igmk  

The better transparency in ruabica cofiix pricing achieved under P s W S  I: has led 
many fanners to aggressively quwtion cooperative and other coffee buyers about the cost 
margins involved k+,weerr farmgate prices they receiving and FOB commodity pries they 
are receiving ufider M S .  

Anecdotal and initial survey evidence far the 1993J1994 coffee marketing season 
suggest that f m e m  are now making c~ffee marketing decisions based on the new price 
infimnntion they are receiving and coffee buyers are feeling geater pressures to explain their 
coffee price offers. 

Evidence frnm assessment team's interviews and frurn surveys conducted by 
rearchers at the Univcrxity of Dschmg and USAID consulmts indicate that farmers have 
become mnch more iCSt carscious in their purchases and allocations of purchased inputs. 
They *ray ~ l s o  be ~iUoc3cting their family resources-i.e., l a d  and labor--based upon recent 
cEx;mges in the relatikt profitab'ities of the crops they grow, 'Reports from North West 
Prcvhce, for example, say that many farmers, after realizing better mbica coffee prices from 
the NWCA and seeing the effect of the recent CFAIF devduation on fanngate COB= prices* 
have suddenly shown renewed interest in pruning and caring for their coffee bushes after 
years of r;zglec:t, Some of these fanners are even beginning to search for wurces of coffee 
stock for new planaings. 

Jut  as fertilizer use shifted from mbica coffee to high value vegetable pmduction in 
Cameroon's highland meas aver the last decade, one of the future impam of reforms 
accomplished to date and she recent devduation may be a gradual mnd toward m o ~  use of 
fertilizers-and other punchased inputs--on mbica coffee because the change in relative price 
relationships between wabica coffke and vegttabies is now more favorable to coffee 
production. 



* Raised f-er incomes amd improved pnspeds for greater inmsms in rhe 
m&tpm=tem. 

Although the major increases in fanners' incomes in the d i c a  cofiee subsector ye 

ahbutable to the recent CFAF devaluation, significarrt gains are atso attributable tcr cost 
cutting and improved marketing measures adopted by NWCA, In this -, the NWCA 
producer share of the average FOB coEee price ex Dada in-$ sipifrcantly--to 2lbstlt 58 
percent in 199311994-and the highest NWCA society price fur washed ambica coffee 
increased by 17 1 percent of the pre-devaluation price--i,e., h r n  CFAF 200 t.0 CFM 542 p 
]kilogram at the Bali Central Society for the week beginning 14 E b v  2994. 

This improvement in prices received by the fmers s e b g  t the W A  is in markbd 
conmat with what has happened to arabica producers selling their co fk  to UCCAO and 
private coffee buyers. In these cases, ?.mers were receiving prices for wahed arobica coffee 
that were only 6Q percent over the pre-devaluation prices-i.e.. CFAF 400 per kilo- in the 
same week in February $994 versus CFAF 250 per kilogram pe-devduation. 

+ Farmers are respondling to greater empowerment in the cooperative structure d 
differential commoGty prices. 

Evidence is that &ere has been a synergistic effect from these two refoms in that 

NWCA cooperative societies, which were fosibly amalgamated from abut 
250 units to only 40 societies under the previous government-dominated 
cooperative regime, have now split up into 73 societiesf which are said to be 
more homogeneous and more easily conaoUed by their memberships; 

farmers are changing marketing relationships within and between their coopera- 
tive societies md selling their coffee to the buyem who offer them the best 
prices: and 

coffee d e s  me now occumng xrass formerly rigid orgmhtiond and 
meopphic bunciaties driven by price dBerenWs, with Union Cenwe des e 

Cmpkmtives Agricoles de I'Ouest (UCCAO) coffee from West Province 
flowing to NWCA buyers in the North West Province. 

4 Tbe demonstration eff- of s u ~ u f  paticy =forms within ffie m i c a  cd%ee 
and fertilizer subsectom have had positive impacts on tk prospects for 
pmgnsive liberalization of other commodity c h d ~ ~ ~ - " ' ~ e r e s " - p d d a d y  
mbmta coffke and ama-ad wi?b tegasd to other input procurement d 
distribution system. 

Tlhe success of the USAID-supported refoms in full liberahation and priva!izatiion of 
the arabica co& subsector has been in sharp conuast with the difficulties inc- by other 



Text Table 6 
Tbe Cmmublvt E E e s  on Farm Zacomcs d PRAMS f R d m m  ard the CFAF Dc-aImtba 
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donors in their a#emps to "restrucrure" the robusta coffe and cocoa rnadcethg c b -  
"Mieres". Representatives of both major French development asshawe agencies--i.e., Fonds 
d'Aide et Coop6ration (FAC) and Caisse Franp.ise de D6veloppement (CFH)l--hving 
evaluated the contrasting experiences, report that they will adopt many elements of the 
USALD-supgod xeforms in an effort to sped full Ekralizadon and privatization in the 
other commodity marketing chains, 

Similarly, the success of reforms in the fertilizer subsector appears to have s p m d  
renewed interest the GRC and donor cornunity in accelleradng marketing reforms with 
respect to other agricultural inputs--is., seeds and agricuItuiraZ chcdcals. 

4 Effective &mination of the subsidy on fertilizers a d  aMtion of FONADER 
generated significant budgetary savings fur the GRC. 

The subsidization of fertilizer prices cost the government &out CFAF 6 b i o n  in the 
last year of the FONADER monopoly. h the year of the FSSRP, due to a falt in both the 
CIF price and distribution costs, the budgetary cost of rhe subsidy fen to about CFAE 2.4 
bd.liom, a savings of CFAF 3.6 billion. h stsbsequent years, since imports of fedkers 
declined substantially, the total cost of subsidies would have k h e d  even .if the rate of 
subsidy did not. Under reasonable assumptions about pkce eMcities of demand for fedker, 
one can conclude drat GRC savings due to subsidy removal avenged about CFAF 1.5 t~ 2.0 
b f i m  per year duaing the last four yeas of the FSRP- buer the Mod FY 198911994. &e 
G C  was able to reduce--or reprogram--expenditures by abut CEAF 10 to 12 K i m ,  or US 
$30 to 40 million. 

While it is not possible to quantify the savings due to the diwlution of FONAD- 
anecdotal evidence suggests that these were substantid f l u s  over and abo.~e the likely 
positive impacts due to improved diocative efficiency among farmers & within the fertilizer 
marketing chain, the GRC was a h  able to make better use of the scarce financial ~~ 
at its disposal because the counterproductive need to subsidize fertilizer was eliminated, 

The activities of export p d n g  firms widrin the WZR have iocreased 
investment in the sector, generated e v r t  revenues, d created new jobs. 

As shown in Text Table 7, P W S  had signif~cant impacts on Citaemn's export 
p m d g  sector in terms of increased investment, export reven- and ceruion of new jobs. 



Text Table 7 
Impacts of Export hmsdng firms Participation in the PREPS (XW2ll994) 

Value of Cumlarive 

(millions of CFAF) 

P m w -  
MEIDXW (1993) 
NOTACAM (1993) 
SIC-CACAOS (1992) 
EW-PtACAGES 

W O R  (1993) 

PROPALM-BOB 

Swtce : -ce d Eoononic Analysis and Policy Re fm lnnplemcnmtim U S m m .  
Notes : - 11 Estimartx:~c;alueofa~sal~sfromregtrymmtheIE.Z1R~@Im 1W.CFAF 

22652.7 million eq& US S 39.QS6 M m .  
3 Es" - 1 capital investment from enmy hm the EFZEZ through June 1994. CFAF 5.8345 

mWm equats US S 10.059 mW00.. 

3/ - ~ f m l l - t l m e j o b s m b e c r e a t e d f r o m ~ i n ~ , t h e ~ ~ @ J u a e 1 9 3 4 .  

G- Factors Wch May Have Reduced the Impacts of Economic Poky Relorams 

+ Politid inshb%ty and systemic paralysis have had devastating dfkds on 
gmpects; for athidrag export p d n g  indwtries= 

The number of firms potentially ininterested in a-g IEZR staxus has k n  severely 
reduced by the political instability and bureaucratic p d y s i s  of tire past four years. These 
factors have heightened the perceptions of both domestic and foreign business with r e v  m 
the risks and uncertainties cif putting new investments into Cameroon. 

Systemic paralysis resulting from political instability has aJso m m t  that: several of the 
fms accepted for XFZR smtus are not operating and others are operating at less thaa full 
capacity- 



4 The qu&ng of reform activities muted impacts in botb tfie fe-r and 
d i c a  mRke s u ~ t o r s .  

Became the manner in which z k  "t;trgers of opportunity" przsentcd themseIIve~, 
USAID-sup~orted policy refoms wwe not sequenced in rhe most desk&& way. 5'mce fm- 
level use of fe-t in the North West and West Provinces has proven to be closely linked 
to the producer prices received far aaabica coffee, liberalidon and privatization of htlh 
subsectors s i rnu1~eody  would have had mutd1y reinforcing efbccts on tfw: allocation of 
resows in the region. 

As it was, rhe sequencing of refom was exactly the m n g  cne a0 achieve maximum 
impacts in a timely manner-Le., fertilizer prices we= raised while coRe p b  were 
declin'mg; then modest gains in the pmfitab'ity of coEee e n g e n d d  by cost redactions and 
better marketing at W C A  were muted by the inaases in input prices: and, f d y ,  the 
CFAF devduation, which shouid have occurxed beforc rtny of these ~tfoms srYtcB, was 
delayed until the very end of p m m s  

Under these circumstances. it is mazing thiu the fertiher a d  mbica coffee refom 
p- accorngWed as much as they did over the short period of USAD s u p w  

4 Comntmti~n on irnpmvi~lg business opedons dLfrin a single aqmative 
o r g m k d o ~ ~  and insistence on the d m -  d m o m ~ ~ ~ n i s 6 ~  amW. i~~ 
within the sector may have delayed me devdopntext of a me ampe&ivc: 
enn'roum~~t widin &e d i a  mfle market 

Itn design and implementation of P W S  I, USAD and the GRC elected to &vote 
conr4deMble WA counterpart funding and project adstance to hpmv!bg bushes opeeons 
*&in a single cooperative organization-i.e,, hWCA. They h decided to extend the 
monopoly marketing rights of the two m b i a  coffee ~oopemtives--i.e., W C A  and UCCAO- 
through the 19921993 markelring season in order to smn@een the b u s h e s  carpacity of 
W C A  before subjecting it to ike and open cornperidon from dl intextstad coEe buyers in 
a f d y  libenlized market. 

The assessment team kiieves that, in retrospectiwe, these proces~ daisions by USAID 
and the GRC were miseauided even though the major interim objective of impmving W C K s  
capcity to compete in a Liberalized market was attahatb1e. ?Iris kkf stem from the 
following considerations: 

- The decisions created a divergena between USAID'S agribusiness god& 
purposes and objectives as stated in the CDSS and the PRAMS I agreements 
and the tactics wed in implementing PRkMS X over most of its He; 



Tlhe insistence on maintaining the coclperadve monopdy created a bad 
pnxcdcnt in Camcroon which could now be used by opponents of s h h  
refoms in other market chains to drag out liberalization and pfivathZion 
cfforas. 

a USAIlD expended considerable credibility in agreeing to maintain a cooptraPive 
monopoly that. by WCA's own admission, wx- largeIy a ficdon on the 
ground-i.e., NWCA never ~ d y  coam11ed more than about half of the &ca 
coffee marketing in h mne of options at the stan of P W S  I m4 in dl 
lihmood that market share would have i n c d  aver the XZe of PRAMS 1 
~ 4 t h  or without the fictive monopoly in place became W C A  was malciag 
consideable ptogress in getting its house h Q ~ & F  and ghhg hs nicmkrShip 
mure advantages than any other cof5ee bayefs. 

t And, finally, by conccr , m ~ g  most of dw resomes on improving WWCA's 
business capacity, IJSAID and the GBC effectively lost an oppmnity to have 
q u d  or greater impacts over time in imparting more business expertise tu 
UCCAO mdbr other private sectors fms andl hdividu=ils, 

Given that maintenance of a sufficient number of v i d k  arabica coffe buyers in a 
Iikrdized Cameroonian market is the single best guarantee of sustab.ability for tfie reforms 
initiated to d e ,  it is zegrepnble az rhLs pint thar the USAhD-suppun refom did not succeed 
in stimulating mum corngetition in the market by 1994 and &at: one of the main reasons 
NWCA marketing operations look so good at present is *hat d r y  can be ccmp3fCd with the 
deaeriomting condiaions at UCCAO and the rather dismal performance of private sector buyers 
to date in the I i i z e d  market. 

4 MfEerentiaf amss to l d  bank c d b  between forem and domestic firms was a 
major technicat constraint to more C a a n e r o o i a n - ~ d  firms seiziw the 
o p p s d t i e s  creafed by refom activities 

Both H;ZR and fertilizer importation opeations under the reform activities are 
dominated by foreign-owned fms. One of the major resons for dris predaminana is 
apparendy the differential access m local bank credits accorded to foreign-owned firms. This 
situation appears to have had two dampened effects on irnnpxt: 

Cai-neroonian entrepreneurs have not been the major beneficiaries of the 
refoms in fertilizer impomtion and export processing; and 

I The =forms probably had littte or no effect on capital flight from Canemon 
prior to devaluation because the local banking situation did not encourage 
investment by Catneroonim in Cameroon despte the opportunities cmted by 
the refomas. 



D, Sustainability of Reforms 

The assessment team believes that the patentid *ts to sustainability of the 
economic policy refoms m: 

+ If the economic deterioration sunItinues a d  the poiitid stalemate 
contin- to paralyze gmpecff dm inawsd  iweSmemrt, the govermmfk 
magt bemme so weakened as to pred~de aclaal implesuentatiora of the mew 
refom policies d o r  ed~~emena:  of mew  on, 

The pndomR- of f o m i g p o w d  E m  in fhiiher imprtathra-ad 
u&er the id- free zone regiane-prese* an apga-ty dclir 
Q ~ # I ~ Z B & S  Of & mf8- dm- d % l d &  by mrlr m t i e ~  
arguments. The cry of "-me for thneztmw" W t m e  a 
g o w e - i t  j i ~ ~ c C ~ ~ t  in I d  @tics if e~~lrnm*c c0ndn'tim.t~ 
deteriorate f d e r .  

+ Major private sector O ~ L S  w b  bemS&bd b- the pri- 
B-datioeps in the past may &tempt to IIM)W)P~Q&C JlmrktEt 

~ 8 ~ 6 6 ~ ~  for f M m  SiBd mbEa-4~~ pmbm, ]pke~& 
of &e @cy reforms 80 ather impat or. 4x~mm&@ &&S-U~ES the ggise 
of " ' ~ ~ ,  phased reBow%rs"', '"raBity ty &ding with the ~armeIs'* 
War ""the need to -ntab grow pddona8  bviwl'. 

d I[fcoopemtives ~d &at aey  mmmt; compete uader the new rules in 
l ibedizd markets, they may appeal to dohe GWC for relief fmm 
mrnpetitim and specid m m m  due W &heif q~~ role on behaH 
of m d  geop1e. 

+ If world prices far the -or export c?ommdties adngt!  to trends. 
d o m d ,  there m y  be w, incentives for producers to d t a k  arabka 
coffee production or aport p- &ms to d in tb- &spite 
the policy reforms dmady in p h  



2. FUC@IS Which Increase the Prospects of Sustairrabili@ 

The asesment seam believes &ere are several factors make it unlikely that policy 
refoms in the fertilizer and arabica coffee sectors can be easily reversed. They include: 

S h r t -  Tern Factors 

d The GRC has had to a h r b  devastating financial lases from its 
interventions in the economy aadl cannot &orti ta i m r  further debts 
Pram economic mismanagement in its str&temed fis;csfl position. 

~r Government has k e n  under extreme pressure ta aegoth&e a mew XMF 
Standby Ammgement and, thereby, a free up the third tranche 
disbnmement of $3  miG~n d e r  the SAP with tbe Wodd r%nk. 'Fhe 
o d b d d a  attathe$ to disbu~anent of fimdal adstance under 
these agreements will be an important brake on any fkbre GRC 
backsliding on fikmkation and p n ' v a ~ t i o ~ ~ ~ ~ .  

+ MNDIC appeaas to Be a major pasithe force in pushing to extend refom 
adv3ties in the fertilizer and arabica mRee SUMFS ts o&er major 
commdty &ains--"Wi&es." And, the e~athashm displayed for the 
reforms is cldy mtiva&d mare by t;be improved p f o ~ n a e c e  of the 
~~bSec90R3 by the pX'OSpeCt ~f r;w?eiVkg XEl0X.e kd& b R I I  

coop ratio^ with USAID. 

a Elements of the I d  business c0muniQ which appose &e  om do mt 
appear to have yet figured out an effective strategy ta reverse &em in Eght 
of #be demomstratioa effects of s u m  refomas in the fertilizer d 
ambica coffee ses&aws and the push for sidm refom in ether comodity 
Ishains by senior GRC d & ~ * W m .  

+ The major French development a.ssh&we agencies inow appear to be 
supportkg the extension of policy & o m  s b i k  to tbcse adopted far 
B ' W F  and ambica coEe in both input and export 
mnmdw-i-e., mbusta coEke d c a m  --marketing &aim. Even more 
important, the French government has taken two esemtid actions aimed at 
preserving the benefits of the r e n t  CFAF devdmtion and to rehforee 
pressures for stmclmd djwtment. first, it has exerted mnbsols on any 

of &e money supply in the CFAF zones t~ dampen idhtionafy 
p- Smn& it has f&om& the GRC that the French tmamry dl 
no longer mppiy the financial resources to the GRC's htgmtsom! 
debt if it does not comply with WlVVosld Bank c o & ~ o d t i s  



Longer-Tern Factors 

+ Devaluation has incmsed the potential gmfitab%ty Ocd exporta,rientsdl 
oo~madity enterprises in Camemon, even no significant dumges in 
world prices, It tias a h  increased the potential for development of value- 
added export p d n g  adifis 

+ Policy refom have dready created new interest ~ N M S ~ S  6th vitd 
economic and fi- stakes in the fiberaEd market sp ten~ There is 
great pozentid for a m a @ e e  mle of &e private sednr as a 
mnterpoise She public sedor if the firms engaged f e d k r ,  
ambits coffee and export processing can q i t d k  om fie 
presented by the refom already e& and s i d h  opprhmiaies are 
exteded fcp tlaese.-d o ~ r - - ~ p s  &mqh l i k d z a t i ~ n  and 
privatization of other commodity &aim the fpstam. 

4 The position of iarmers within the commodity & a h  bas c b q e d  
dramaaidy dudng the refom prrmes for three M c  ~~ First, 
fimnens have been increasingly sensitized 00 $be reWh&p betaom 
world prices and the producer prices they receive, mimy now 
mahe &at they have better prmpcf~ for incmmw their immes in the 
impmved market environment. And, third, Phey have beem empowered FBY 
recent revisions in the co~pera4ive law 4 are nsw more agpedve in 
d c - a  better p e r f a w e  fsna ah& oqpkalhns. 

Greater t m q m e d e s  in pTichg and internal CQ& zwc0untim.g system will 
h e  if mu& mom 68a"%fidt for the GRC d o 1  private seetor opem&.crs 
an&gonMc to i l p c e  6omptESm to rrse the tired d d  arguments of the 
"pterdistic" past Q reimpose 1(?0nSoBs in the P k r a b d  market 
envimment 

3. Factors Which Reduce tke Prospec& for S~~~~ 

Unlike what happened in the fertilkr ;uzd aratrica coeee sectors, i m p b m W n  of 
policy refoms under t\e PREPS was fat h m  compIete when USAD partiparion in and 
support of the p r o p a  was terminated. In f a  though the endre lga2 framework for tke 
indmpriat free trade zone regime was put in place within five months of *h signing of the 
program and project agfeemenrs. a c a  hplementalion of the - was severeky b p e d  
by a nuxiinoer of factors--e.g., the Ghost Town opedun, the inactivity of tke NOHEZ Board of 
Dkctors, the withdrawal of O C  s u p p a  731% has c r e w  a great void between iaritiaI 
expectations and actual accomplishments and p l d  the existing EXR fkm and institutions 
in a highly vulnerable position. 



l3c  assessment team senses that GRC suppart for the whole concept of an industriaT 
free zone has seriously eroded, This situation is made worse by fact that while ather 
major donors srtongly supported renovation of Cameroon's investment code under k SAP. 
their enthusiasm was not extended to the concept of the EZR 

In these circumwces widi USAIJ3's deparrure from the scene, it appears WEy 
that the GRC will initiate a process of "evaluating and re-g" the htwe of the EER and 
the NO= If a decision is made to icpeat entireiy from the 'fFZR. the "f&ure" of the initial 
PZR can easily be amibuted to actions on the part of the U.S. Govenunent. E this happens. 
other donofs are not liikety to care enough about the concept as try to restmm the ETR 
phuenix fmm the as& of PREPS. 



VB, LESSONS TO BE LEARNED FROM THE USAmlCAMROUN EXPERENCE 

USIlf.D/wemn's experience has shown that both l i terd idon and privatization 
activities withim a reform program am be very labor inemive for both USAID staff and 
consdmts. The major diereme has k e n  &at most Uxxalidon activities in Camemcm 
have tended to bq completed rather early in the dorm p m c e s s s  B W S  X excepted, 
whczeas irnplemenmtion of privatization activities has a conti.n~ous and very labor- 
inensive process. h this case, the comments of the P W S  1 project cmrdhtor are 
illurnhakg. He said that he Mission's efforts aimed ax reforming &fie &ting of m k a  
coffee concexzmted on both the key rninkries of the ERC a d  at the grassmow Ievel with the 
W C A .  Much more of USMD's time and effort was required a~ the grassmots level in order 
to acrudly achieve "wund grassroots undentanding of and sugpn. for the refonms", These 
efforts concentnted on liBw;~-rion such as hWCA producer price ckr~naination at the 
society level. cmpmdve Zaw dissemination, md on preparing the wWCA for 5mz md open 
compebtion &ugh adoption of more efficient marketing practices a d  cost reductions. 

The signii%xmlce of obtaining "grasmots support' for reforms was a k y  h n  fhm 
this program. The GRC was much more inclined t~ act upon thc refoms when there was 
mounting evidence that &ey were supported--and, indeed, demanded-by the intended 
Cameroonian knefic~es. 

4 Sectoral and csasslcutthg appm&s to po8.i~ reform aure not hhenmtly 
aantagonistic and can often be synergistic. 

The only kmce of wtd and crass-cutting appoacbes to p o k y  mfom 
intersecting in Camemon has k e n  with the simdmeous pmmdgation of the new cooperative 
law and the implernen~tion of the B U S  I initiari~es~ Iln this insmce, the- assessment t a m  
"believes that the approaches were highly synerghic arrd thae either qpmach taken 
independently would have k e n  much I s  successful in implementation and impact 

o The squeacisg of palicy reformas wr'a resped &I ou@u'& a d  input pnithg with a 
m m d Q  &ain-"mBre"--b extremely impr£mt f8 
g ~ a s ~ o n  land increased use of key inpuk 

As disc=d earlier. nhe ccmbmed impacts of the FSSW and 
by &e fact thaz elimination of subsidies on fertilizer preceded bo& reF-,--ns of output pricing 
of mbica and robwa cofke and cocaa and the CFAF devdmtion, Had it k e n  possible ro 
sequence these changes in reverse order-Le., devaludon, increases in ouqmt prices, increases: 
in fe-r prices--&\e adjusnnenrs in the coffee a d  cxoa subsectoxs would have k n  
accomplished bo* more quickly and mox sa&f"orily in terns of increased pmductibpn and 
export revenues- 
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iterative in that participants often learned that the accepted conventional wiscforn is often 
reversed as opmtiond facts revealed thernseIves. 

+ The &tindons made bemeen topIctown and bottom-up approaches to pdky 
formuktti~n were often artifi& S u d  peiliq change requites mgport mid 
oodtment  at both the ~ o o t s  and senior policy lev& 

The reform experiences in Cametoon c~nclusively demonstrate that impkrnentation d 
reforms w i * h  sqbsectors demand the involvement of decision-makes throughout dxz 
commodity chdms. h the case of PRAMS L for example, exc1mive mmxndon on 
r e s ~ c t u h g  the W C A  withwt efforts at the na1ional-Ieve1 to promdga~e 3 new cooperative 
law and f ~ e  up the commodity chain for private sector participation would have been 
ineffective and wasteful of USAID resourus. 

+ Policy age* need to k sharpIy f '  d impIam~ti0~1 activities need to 
f i ~ w  logically from the w f i c  refom to be a M d .  

The more diffuse the reform package, the more diiculr it is to implement One of rhe 
most important characteristics of the FSSRP and B W S  I activities was that thc refam 
agenda in each case was focused vev ditly on a small number of total actions and that 
each action was closely W e d  to the others. 

This was less so with the PREPS activiw where major reform actions at tk n&oW 
level--i.e., the new hvesbment Code and authorhrion-were h L x d  by design with 
relaively triviai actions at the local level-4.e.. setting up a specific incidd park. obtaining 
kmr utility rates for IFZR Fums. securing rights to indepen*t ~ ~ m m t m i d 0 1 1 ~  in a 
country where the external cornmuniaIrions netwo* is already wtU QcveIoped. Where the 
original objective was to establish she general contcxt fcrr implementation of an IFZR, it was 
ultimatefy self-defeating m extend the propun to a series of rnarghally-related, sezond 
generation activities. 

+ A s u ~ d  pdicy-dmnge pmces m y  quires  the support af more thae om? 
ma&r donor. When USAID is one of these, it is critical l,t the IMission 
coordinate d d y  wi&h aIi other relevant donors at all stagas of design aad 
ilmpiemenSation. 

The Cameroon experience dernonstrales that discrete redom initiatives are easily to 
design and implement if they are suppbmd by an appropriate macmeconodc refom 
b e w o r k  Moreover, support for even relatively minor reforms within a sector or sub-tor 
by one donor arr cxtreme1y dicult m implement if %ere is active nsistzmce from one or 
more of the other donor agencies. Effective coordination between all donors working in a 
seaur or strbseceor is extremely important to: first, prevent sabtage of particular reform 
initiatives; second, to ensure maximum possibiities for d e m o d v e  and spillaver eff-, 



and, Wd,  to make sure: that reform activities 2 ~ t  the macro- and micro-economic lev& art 
proceeding in the same diitions. 

+ A judicious cambination of rron-pmject aM3, project as&tmce can be an effective 
4 flexible tool in ddgr-ring and implementing gdicy refom p- 
particularly when cumbind wit31 the power of ara idea whose time bas mme, 

In the cases of the FSSRP and P W S  I, it is evident in retrospect b t  refoms 
moved reIativeiy.quick3y because both p r ~ g m m  embodied policy changes whose dme had 
come in Camemon. Simply put, the reforms moved forward h u s e  the GRC could no longer 
cover the costs of its own economic mismanagement. But, USMD m=agement facilitated the 
implementation of the reforms by its juQcious use of W A  and pmject asshmce to both 
deviab some of the GRC's pressing debt problems and also contribute to devebpmem of 
a more vibrant and active private sector* 

+ Alfhmgh these IESOI~S would apply to most change efforts, it is inrgortzmt to 
remember that policy reform dn'ges take place within himy spec& 
geographic, social and sectom! contexts Not dl hist~ry is skared, not all 
experiences are e q d y  valued ~~ U S n  lb%ssiom should approach eacb 
mNabomtive opportarnity as am ila&vidd case ailing for its own particular 
design. 

AU impportant policy refom initiatives sue highly political in nature became they 
;inevl&5.y cea& groups of '"~rs" mi "Iosers". Effective design a d  ~pkrnenmtion of 
such activities mast 2 i ~  8 matter of highest pfiority, be based u p n  detailed assessmeats of 
which constituencies will benefit or lose from ahe anticipated changes. It rnm pmmed to 
assess the relative degmx of organization wiwn these canstitue:ncies and what sgecific 
accommodations must be designed hm the program bo "minibnize the sotid costs" of the 
refms, h tbis sense, successful refom initiatives are almost always "second-best" sololtions 
to thorny problems. 







Assessment Team Scope of Work 

order to document the legacy of its presence h Cameroon, the USAID W i o n  will 
conduct impact assess me^ of its development assistance program, focusing on three sectc~~: 
health, agriculture, and private sxmrfpobicy refom. 

Each assessment will determine how USAID has met the o b ~ ~  of the devtI.opkaent fund 
for Africa and the ob*tives of US~fCameroon's country development strakgy statement 
(CDSS) for 199Q-19944 The effmt of Cameroon's economic d o n  on U S W s  ability to 
carry out its pru- and meet its objectives d be documented. 

The objective of this s@c economic policy refam impact asssment is to d y z e  and 
document the overall impact of USAD-supported economic galicy reform interventions in 
Camemon. The assessment covers the three principal inte~eotions ( f ' r  w b ~ r  
refom program - FSSW, program of reform in +&e agricultural madming sector - P W S  
I; and policy reform in the export p d g  sector - PPEBS) that contribute to the -gic 
objective of increasing the mle and efficiency of private markets, inc1udbg those of fertilian, 
mbica coEee, and export prrwxssirrg  IS. 

1. Cameroon's Economic and Political C d  

h 1985, Cameroon began experiencing a serious economic downturn which ended aver two 
decades of stable economic growth following independence. D e c b  in export camhgs, 
inefficiencies in %he public sector and an overvdued cotrency malted in an &a& 24 
percent decline in gross domestic product and a major liquidity a%k 

In March 1992, Cameroon was placed on the USAlD watch list to be close1y monitmed in 
terns sf its economic and poliuical performance, h paddar, progress m w d  
comp&ensive reform. The FY 1993 operatiom year budst for U S A D ! m m n  was 
reduced firom $24 million to $28 million at that time. In Seprnbet 1992, the government 
failed to meet conditionality for a second IMF smbby PkiIity. During C m m n ' s  ikd 
year 199Z1993, &ere was no M F  agreement in place. h fkt, dist>uf~emen~ h m  tfie World 
Bank for the structural adjustment program (SAL) were suspended Mce. In Octokr 1992, 
Cameroon Aeid presidential elmions which were widely criticized as mhir and Sefioudy 
flawed. A report by the Nationd Dernmmtic Institute's inmadond observes tam publicly 
documented the election problems. Shortly afaer, on November 25, 1992,, the U.S. 
Government suspended $14 m a o n  of US~!Csvaeroon"s $28 firm opemting yeat 



budget for FY 1993, pending hpmvcmenrs in pfiticat and human rights corrditiom in the 
counny. Thcsc needed iw+avt~r,tnts were .well d o c u m m d  at &e time in an aide-memohr 

To date, Cameroon has not demsnsmted significant pmgress cowards political change. nor 
sufficient pmgress in coonomic reforms. Carnermn's p r  economic pfomasnce is now in 
its seventh ye81 of co~secutive daline. The country's o v e d  financial position is weakening 
in the face of diminishing oil nwemes c a d  by ckxiinhg nsemes. reduced non-oil m 
revenue resulting from rax exonerations and growing delinquencies in ara h a d y  n m w -  
based mx and taxiff s m m .  Given the prevailing high level or' central gavemeria: 
expenditures, ih+ continuing decline in mrmoe has mdt& in an unacceptably high -L 
There is very little new investment corning into Cmcfoon due to lack of cod&= in &c 
govmment to quickty and fairly resolve its pslitid and cc~nomic problems. The public 
hvesment budget, which is quite minimal, is funded with a p g r o ~ ~ y  90 percent k m  
e x ~ m a l  souices AS the syne t h e ,  Cmemn9s poiitid simaion is growing more terwz and 
increasL'~gly polarized. 

The government has missed opportunities for s~rious sustained didom wlth the opposition 
and postponed the convening of a n;ttlond conference that would serve ta reexamine t ? ~  
constitutional reform process and provide for fundmentzd politid r e f o m  embodid in a 
new constitution. It is widely ~knowIedged that the needed hvesme~t and heightened 
economic activity will not sccu until the existing p o E t i d  impasse between the m b g  party 
and opposition gr~ups is  fesoived. 

Over the last 15 years, USAII) has concentrated its development assistance in tbe agricuhmc, 
health and private secmrfpolicy refom sectors. h ~ c d ~ ,  USAID has hpIemcnted major 
projects contributing to faod security, instinational deve16pmenh poficy reform agricultural 
education, agricultural research/ extension, and n.abd resources management In kdtk 
major canaributions over the Last 2 years %lave been in matand child health communicable 
disease control. and refom of the primary health canz system. In the private sector, USAD 
has supported nsnl savings and credit cooperatives and the d b h m e n t  of a frer: mde zone. 
Policy reform efforts h e  concentrated an coffee and f m r  &e&g reform. 

In the mid to late 1980s with USAID and other donor support the govement  of Cmeroon 
moved pmpssively toward market fiberdimtion and the promotion of private sector 
initiatives. USAID'S program evolved accordingly, several hpmt non-project assimmce 
p r o p s  were launched, all of them oriented toward the private sector. The USAID carnay 
development strategy statement (CDSS) for the period cded for ?he development of a market 
oriented private sector, in-d efficiency in the public sector and a reciuc-oion in the over- 
extension of the public sector into commercial activities. Suppo~ to Camemon's stmamd 
adjustment program was seen as a major fwus of its assistance pmgmn a d  a colls05Won 
of its projecr portfolio. In June 1993, a multi-year strategic plat for %ad years 1994-1996 
was approved which called for continued consofidati~n of the ongoing portfolio to both 



rcducc the number of propct units and a, tailor tbe t i  phases of ongoing prajms toward 
n w  strategic objdvesl Since the& USAID bac already d ~ r d l I y  terminated two major 
projects and o&m have been adjusted in t m ~ s  of fkir PA- and seduced UIP fund'mg. h 
November 1993, a determination was made to close the USAZH) M a n  in Camcrrwm, 

The assessment is to be based on the review of available documents, interviews with key 
players, arrd on-site o?mwations, more specifically, the assessment win cover, but is not 
limited to, tfre following areas: 

1, Presentation of an overview: This section will asses and pnsenr the evolution of 
Cmcraon's o v c d  macroeconomic framework during h e  period 1987iI994. This 
overview will include GRC asxi donor stxatcgies developed in of& to ~~ 
smctud  weaknesses and constraints. This d o n  will a h  p m n t  &e ev01ution of 
Cameroon's 1egd h e w o r k  with respect to economic and IegisBative policy reform. 

2. Idendfication of key constmhs: This s t i o n  will idtnw thc key c0-t~ 
hindering susFaind, broad-b& and market led economic gmwsh and provide an 
analytical basis for the design and irnpItmentafian of USAID-supported policy d o r m  
interventions In Cameroon. 

3. Assessment of policy refom impact: "II,lis section will outline and discus policy 
reform program objectives and pro- a~:hicvtmem. gile focus on this d o n  will 
be to compare anticipated re~1ts  of reform a ~ v i t i e s  vrim the results achieved 
m date and PO m a w e  the overall impact of the reforms a $re m ~ ~ n o ~ ,  
seaoral and sub-dpeople levels. 

4. Lessons learned: This section will focus on the reltvmce, ~ v ~ ,  efficiency, 
impact md sustainabifity of U S 0  interventions in the m a  Qf policy reform in 
Camefoon- The ultimate objective of &is s t i o n  is to draw lessons learned fkom this 
policy refam implementation experience with regads to AID'S -gic objective of 
promoting susukd,  broad-b& and market led eco~omi6: growth in g e d ,  and 
agribusiness development in pdculw. 

1. h codtat ion with the WR9 O&ce, the team will halize the reporting schedule 
and develop the report o w e  by tke end of the first week in &memia 

2. The contractor shall submit five (5) hsltish hard copies of tihe draft report to the 
lMkion for reGew d comments. This report shall be submitted within twenty (20) 
working days of arrivd in Cameroon an3 shall follow tbe ckveBoped outhe. The 
contractor will also present an oral summaay as indicated in &e h e h e  sMn2e,  



3. The find report shall be submitted to the Mission within fourteen (14) working clays 
of receipt of Mission comments on the draft report. The finished product will be in 
thirty (38) copies in English and thirty (30) copies in French. 

The assessment team will consist of two persons. The team members should meet the 
foUowhg general qdxcations: ( I  j at least 5 years of development-related experience in 
French-speaking sub-Saharan Africa, preferably Cameroon; (2) a demonstrated atr'ity to work 
hmonious1y in small groups end in intercultural contexts; (3) demonstrated writing 
and (4) fluency in English and French, 

A. Senior Economist 

1. Function 

As Team Leader, the Senior Economist wilf. be prhaxily responsible for. 

1. Assigning and coordinating the overall responsib'ities and tasks related to the 
completion of the impact assessment; 

2. Working in close collaboration with USAD staff in order to ensure close Mission 
involvement and participation in the assessment; 

3. Completing a h a 1  rfraft prior m departure from Cameroon. The oudine of the draft 
will be determined jointly with USAID lEaPRI staff at rhe beginning of activities; 

4. ..kissing the general m a c r a e c a n o m i c / ~ c i a P I ~  environment in Cameroon with 
special r'efe~nce to design, management and environmental factors Sectbg 
performance, impact and sustainabiiw of the USAID-suppod economic policy 
refom program. 

The senior economist wiIT aIso have f d  responsibility for the quality and content of alX 
documents produced by the team. 

A Ph.D. in economics, or related field, extensive expexience working with bod1 the public and 
private sectors in developing countries. Strong background in m~oes:onomic mdy& 
experience with smctwd adjustment programs, in particular, with the requirements of policy 
and institutional change aimed at expanding ttre role of the private sector h a competitive 
business envirament, Solid background in computerized data analysis p - m  



1. Function 

TRe Policy Analyst will be primarily xesponsible for: 

1. Outlining and assessing planned ieform outputs, the poficv process arid &e 
overall compliance of the GRC in meting the CPs sp%ciPred in the p t  agnzmtnts 
in a timely manner, 

2. karminhg and quantitarivcIy measuring the hpacr of the three activities on ttrt 
macroeconomic, sectoral and sebmraVpeople levels; 

3. Assessing the effect of USAD-supported economic policy dorms on private set- 
tor /agr ibm deveIopment in Camemn. 

A PhD. in a ~ c ~ ~  tconomics, with exlkmive knowledge in the markdng of sgidd 
commodit3es and p15vatc sector devel~pment Sarong b a w u n d  in policy refom and 
knowledge in institutional analysis. Quantidative an&ydd skWs adcqua?e to analyze maj~r 
sectoral, picies and s m d  adjustment programs. 





Schedule for EmM Economic Pdicv Ref~mI hp;; tc~  Assessment 

19 Fcbmarv 1994 

1 900 J, Edsen arrives in Yaounde. 

213 Febnran 1994 

AU day Document review. 

2 1. F e b m  1994 

All day Document review. 

22 Febmaw 1994 

0800 Arrival at USmlCamemon for a r 3 m ~ t i v c  briefing. 
0908 EAPW briefing and oxienration to 
1000 Handover sf additional documents for review. 
1 loo Meting with USrntPrna, CBie 
1630 Meetkg 4th USAD Acting 13inxmR 

23 Februaw 1994 

0900 Meeting with USAI[DfARD =ce 
1MO to 
1800 Document review and consdatiom with F N I U  staff. 

24 Febmarv 1994 

All day Document review, consultations with W R J  s?aff and prepatation of report 
outline. 

Evenilg P. Blmh axrives in Yaounde. 

24 Febmaw 1994 

0800 Meeting with PREPS Coordinator. 
1100 Meeting with PRAhiS I Coodinator. 
I500 Meeting wi& FSSW Coordiinaaor. 
A& day Xeview and approval of report outbe by USAID, sip p r e p d o n  and 

document review. 



All day Team planning sessions, d~cument review md organization for field trip. 

0900 Meeting with Professors F. Kamajou aad J. Nkwain Sama at the University of 
Dschmg WCD]. 

1030 Travei to Bafouss;am. 
1400 Via UCCAO hadqwmexs in Bafousm. 
1430 Visit to PROEEG farm, 
1400 Visit fkrtiher retail stores in Bumbot mafkt. 
1530 Travel to Skybe Hatel in Bamendz 
1730 Meting with P. Njontor Ngufor* IIkector. and P. ]69&kwu, Dimtor of 

Marketing, Agm-Inputs International Ltd.. in Bamenda 

AII day Anend NWCA Annual Review in Barnen&. 

0800 Travel to Dschang. 
0930 Meeting with P. Nzefa Tsachoua, Dimmr of UCCAGCapfame and b h  

Dkectur Genepal of UCCAO.. 
1400 Visit UCAL, headquarters in Nkongsmba. 
1500 Travel to SAWA Novaloel Hatel. im Douda 

3 March 1994 

09a3 Edeehg with M.N. Tomdio, D i r  G e n d  of National QfEce f'or fndPsbriaI 
F e  Zones mOHZ& 

1030 Meeting widi M. Piatchou, Fiandal ConaoZlor at NOIEZ. 
1 130 Visit to SIC-CACAOS, S.A. h d q w r t e ~ ~  
1400 Meeting ~4th M, Gauthier [ C M O R ] ,  



0800 Meeting with B.B. Achu, AMIS Coordhamg, and 0. Mdedy, StatWtztl S t u a  
and Promotion, at ate National for Cocoa and CafPee [ONCC]. 

0930 Meeting d t h  H. §ma Ebai, General of OSCC. 
1 lOO Meeting with Bern Gebregziabher, Ikectot General of h d o n d  Business 

Exchange [BEX]. 
1300 Travel to Weon Ho&l in Yaounde- 

AII day Document reading 2nd =port preparation. 

6 March 1994 - 
All day Report prepdon-  

All day Document review and repon p r e ~ ~ r a ,  

09W Meeting with I, Alinga Ateba fS/G and S. Fotso Dopnza [lksktm's 
Director of Studies, MIMPATJ. 

1 100 Meeting with I. Njiemoun &Xrwturv Cake Aurtono~~~,~ d"o&sernent] and 
A, Fonaaang 1- Autonome d'ho-meat]. 

1500 M e h g  with A.R. Khan and AO. Ngw [Stand& C b d ] .  

9 March 1994 

loo0 Attend fmd PRAMS I technicd asktmce team debriefing. 
1.400 Meeting  wid^ S.-P. k o m b a  Abanda m T C J -  
XU day Report p ~ ~ o n .  

10 March 1994 

J?d day Report preparation. 
1530 Mming witkt hrlr- AD. Miramenides [SJTAGRJJ, 



1 1 March 1% 

AU day Report prepamtion. 
1500 P m p s  dcbriefmg with EAPRI staff. 
1600 Pro- debriefing with U S D  Director and staff. 

12 March 1994 

&Y Repa prepdon.  
Evening P. Blocfi departs Yaounde. 

13 March 1994 

All day Report pxepdon.  

14 March 1994 

mriav ~epoa preparation. 

15 March 1% 

All day Report preparatim. 

16 March 1994 

1100 Exit &briefing for USAaD Director and M. 
1730 Dnft report turned in to W R I  fur eanmmms 

17 March 1394 

M ~ m h g  J. Eriksen departs Yaounde. 

18 March l!394 

Mtemwn J. Erben arrives in Izhiicz New York. 

19 zo 31 
March 1994  Finalization and submission of repon incorporating USAH) comments md 

revisions as appmpriae. Comments to be received by 22 Mach 1994. 





List of Persuns Contacted 

P. Btncdict 
R.D. Harvey 
T. Rratrud 
JP- McMahon 

K. Negash 
D-C. Moore 11 
F. V6zirra 
A. Pakzad 
R. Longang 

Mission D k c t o x  
Deputy h"[ission Dkemr 
SugeNisoy Program ~~ 
Supemry ~~1~ Bicveloprnent 

S u p e h r y  h g m n  Economic Officer 
FSSRP P?ogram Coodimtor 
PRAMS 1 Program coor-r 
Economist 
ECoao& 

Canmcmd Staff on USAliD Proiects - Firm Affiliation in Brackets 

LL Matt 

c.w, Raditz 

R. Uakerson 

D. Green 
P, Wessen 

Chief of Party/Technid Ashame Team 
Irm 
Fhandal Management S ~ ~ S  I 
wjm 19m 
Senior R-h SpecialMPWS I 
r m 1  
R-he-S J bject [m 
R e a r c h e f l W S  11 hject [AM31 

Government of Cameroon and Public Agencies Rmmel 

H. Sona Ebai 

0. Maledy 

B.B. Achu 

F. Kamajou 

J, Nkwain Sama 

I. Abga Aeba 

S. Fom Dopa 

I. Njiemoun 

Director General, National Cocoa and 
COB' Board, B o d a  
Head of Statistid Studies and hmotion, 
National Cocoa and Caffce Board, Domila 
M S  Coorclhmr, Naaiond Cocoa and 
Coffee B o d ,  Do& 
Chairman of the Depment of Rural 
Economy, Universiay of Dschang 
h-r ,  Depment of Rural Economy, 
University of D&mg 
Secretary General, Mnisry of Planning 
and Regional Development 
~~t Dhc?or for Studies, Ministry of 
Planning and Regional Develcpment 
Director General, Caisse Autonome 
d' Amo-ment 



S.-P. Essornba Abanda Deputy Director of CormrnenX, B b h y  of 
LtdusaiaI and Commercial Devtlopmetlt 

Re~resentatives of Private !%%tor Finns and Agencies 

P. Nzefa Tsachoua 

M. Gauthier 
M.N. Tomdio 

A.D. Maramenides 

Bamenda 
Ilkctor, UCCAMAPLAME in Dschang 
and Interim Director General of UCCAB 
in Badoussam 
C M Q R ,  Doaala 
Dkxtor General of the National Office for 
Industrial Fnx Zones [ N O W  
Fiancid ControUer of MOEZ 
h t e d o d  Business Exchange Sarl, 
Ds& 
Senior Cospofatt and WtutionaI 
Accounts Manager, Stan- Chartered 
Bank Cametoon S.A., Yaounde 
Accounts klatl~nship blmaga, Standard 
Chartered Bank Cameroan S.A, Yaounde 
Deputy Director General, SociM 
hd&eUe de Traitemen? dles Brodui~~ et: 
hmas A*coles [SITAGRQ. 





F a i l k r  Sub-Sector Reform P r o m  fI=SSWl Chmndom 

June 1983 Publication of World Bank Study cntitIed "Ag.rinrlW Input Supply itl: 
Cameroon" by Elliot Berg ~ i t e s  

February 1985 GRC Ministry of Agri,culgll% requests USAlD to urrdcmke study of 
Camemn Fcrtilkr Sectgr 

May 1986 Publication of comprehensive Cameroon Fenibr Sector Study by the 
htenrationd Fertilizer Development Center 

September 1987 Signing of Program and Project G m t  Agreements 

September 1987 Program and Project Grant Agreements signed [$7.5 million in Non- 
Project Assiiamce (NPA) and $ 1 5  rniI50n ia hject  As&mce Fun& 
obligated] 

M m h  I988 Signing of Fiduciary Bank Contract for management of Rcvo1vhg 
Credit and Subsiiy F d s  between GRC iand Bank of Credit and 
Commerce, Camesoon 

Apd 1988 Launching of FSSW Campaign #I: Subsidy Rate = 33% 

April 1988 First Dollar Disbursement of % 6 million 

May 1988 Subsidized Fertilizer Target C k G g  Prices for FSSRP C a m p a  #l Set 
by M t 6  Intemhkt&iel No.35/hlINCY DPPM and No0809mAT? 
SG of 3 May 1988 

August 1988 Second Dollar Disbursement of $ 3.5 ndlion 

Decernber 1988 F'SC Annual Assessment by Abt AssociaWAgricultural Marketing 
Improvement Strategies [ A N I S ]  Project 

January 1989 Fit Annual Participants' Workshop, Dscbg, West Province 

Febnaay 1989 Launching of FSSRP Campaign #2: Subsidy Rate = 24% 

March 1989 Subsidized Fertilizer Target Ceiling Prices for FSSW Campaign #2 Set 
by M t E  Intermhktt5riel N o . O m I m P P M  and No.BOI/ 
JMINPATJSG of 10 M m h  1989 



July 1989 

November 1989 

January 1990 

February 1990 

May 1990 

May 1990 

Febmq 1991 

March 1991 

July 1991 

M m h  1992 

April 1992 

October 1992 

October 1992 

October 1992 

November 1992 

June 1993 

Program and Rojccr Grant Agreement Amendments Sipd [S 6 million 
En W A  obligated; further elaboration of ESSRP) 

Third Dollar Disbursement of $2.5 million 

Second Annual Assessment by Abt Associa- [AMIS h jW]  

Second Annuat Participants' Workshop, Bmenda, North West Pmvince: 

Launching of FSSRP Campaign #3: Subsidy Rate = 21% 

Complete Ricc Liberalization for FertJba Sector by M t 6  MhisaCritl 
N o . 0 ( 4 7 ~ I c n > B P M  of 30 January 1WO 

Third Annual Assessment by Abt ~ i a ~  [[AMIS g r O j a  

Third Annual Participants' Wohhop, Garorra, North hvince 

Launching of FSSRP Campaign #: Subsidy Rate = 17% 

Fourlth Annual Assessment by Abt iWxx5ates [AMIS Mject] 

Fad Annual Participants' W o ~ o p ,  Lkbe, South West Province 

Launching of FSSRP Campaign #: Subsidy Rate = 15% 

b g r a m  Grant A p m e n t  Amendment No. 2 signed [allows GRC to 
use W A  funds as fertilizer subsidy] 

Signing of Fiduciary Bank Con- for management of Medium Tenn 
Lending Facility beween GRC anb Smndard Chwsred Barrk Cameroon 
S.A. 

hunching of FSSW Medium Term Lending Facility 

Signing of Fiduciary Bank Contract for management of Revol-&g 
Credit and Subsidy Funds 'between GRC and Standand Chartered Bank 
Cameroon S.A. 

Fourth Dollar Disbursement of $3 maon r e q i d  by GRC but not 
disbursed by USAF) & ~ e  to p r a m  suspension 

Fifth Annual Assessment by Pusthrv& Wtute for Perishables 



July 1993 

Ucmber '1993 

October 1993 

April 1994 

April 1994 

May 1994 

May 1994 

June 1994 

Fifth Annual Participants' Workshop, hda, L i d  Fn,vinct 

bunching of FSSRB Campaign .#tj: Subsiay RatG = 8 8  

Program Grant Agreement Amendment No. 3 signed [redoad Life of 
Project funding from $20 t~ the $ 15 million pwntIy  obligated] 

In-Comtry Fertilizer Makethg Tminhg W o r ~ ~ ~ h o p  conducted by the 
htemationd Fertilizer Development Center 

Sixth b u d  and Final, Assessment by Postharvest Institute for 
Perishables 

Sixth Annual Participants9 Workshop, Dofiala, Littoral hvince 

Launching of FSSW "Temind" Campaign: Subsidy Eliminated 



Policv &form in the N i c a  Mafketiig h r  - Phase I PRAMS ll CPlronob~v 

1989/1990 GRC grants NWCA the right to expo12 40 p m n t  of its cmEee 
pducxion directly tu foreign markc& for the 1989/1990 coffee scasct~. 

GRC and USAD sign zhe Progrim of Reform in the A&rlculaual 
Marbxing Sector - Phase X Ageemens on 30 Aug-mt 1990. 

1990J 1991 On 30 November 19W, GRC. s a W i  dl conditions so the j b t  dollar 
disbursement. On 28 December 1990. USAID deposits $7.5 million in 
separate dollar account and GRC subsequently deposits equivalent 
mount in 1d currency [CFM 1,920 million]. 

In November 1990, CRC grants total autonomy to W C A  and UCCAO 
zkough the Letter of Intent [Letm d%~nttsttim du GRC Relative la 
Restmctudon de la F i e  Cafe M i c a $  The 28 January 1991 GRC 
Deckation of Policy on Cocpperatives and Qther Economic Groups atld 
the MlNAGlU "Saa~ment of Poky on Marketing Coogerativcs in &e 
M i c a  CoEe Region of Chepoon" dated 23 May 1991, c o b  &at 
GWC s u ~ ~ o n  md conbr01 of these two coope&ves shall be done ih 
a manner consistent with fd ]iik&tio,n of marketing and autonomy 
for cooperatives and other economic p u p s  

The GRC permits the cooperatives involved in the &hg of mbica 
caffee to adopt, afkr consultation with the GRC, pricing structures that 
guaranteed full financial autonomy for such marketing organhtions. 

The GRC abolishes the p d c e  of goq~ernrnent-set minimum producer 
for arabica coffee by Presidential Decree of 17 Jmuary 1991. 

In Jmuary 1991, GRC p n t s  NWCA the right to export 100 percent of 
its arabica coffee prodaction directly to foreign markets starting with the 
31990/199 1 season. 

GRC main* the status of existing caoperatives in the West and 
Nor& West provinces as the sole authorized buyers of aratrica coffke for 
the 1990/1991 season. Under these buying monopoly conditions, 
W C A ,  UCCAO, and CWPAGRO adopt a common producer price of 
FCFA 250 per kilogram, after prior consultation with GRC; GlRC 
conFms price by decree. 



CRC &mantles the National Produce EflaWing B u d  WMB], 
suspends the WMB CFAF 38 per E8ograra3t levy on d i m  coffee 
exporn starting from 3muary 1991, and a b k b  the wbica 
Sxab%z&on Fund conuokd andl managed by hPIdl3- 

GRC causes all amars owed up the NWCA by %be WMB [CFPhF 2.2 
boaion] 10 be repaid. 

In July 1991, GRC sati&es dl conditions precedent to h e  second dollar 
dkbwseant  USAD deposits $3.5 miltion in separate d o k  account 
om I2 Selptemba 1991; GRC dc:psits the eqrrivdmt in local amncy 
[CFM .1,W.D0 million] on I 4  May 199.2, 

Signing of a Memorandum of Undez5w.l.F;ng Regarding Cooperative 
Reform, Restructm%ig, and Shrengthehg between W C A  and USAD 

zeslmcture the coogerative ahrough the mvkisn of by-laws a d  the 
introdskcftion of new intend rnarbthg wangemeaG. 

ln January 1992, GRC hues the application demx of rhe 12 June 1991 
O r W c e  which xwes to simgMy obtaining of a Ibicease tu export 
coEee and mbim, thereby fac%tathg entry inm the market for private 
mdem 

The GRC completes the orderly d e r  to W C A  sf all hdiinp 
equipment owned by or in cmtcdy of the W M  in the MQ& West 
pmvbce, outside BamendaL 

GRC extends the status of existing cooperatlvts in Ehe West and North 
West provinces as the sole authorized buyers of d i c a  coffee for the 
1991i1992 season. W C A ,  UCCAQ, and COOPAGRO, under these: 
extended monopoly conditions, adopt a producer price of CFAF 250 per 
kilogram, after prior consultation with GRC GRC does not confirrm the 
price try decree- 

h August 1992, GRC adopts a new Cooperative Law that grants 
financial and administrative astonomy to aH sosperstPva in Qmemn 
and allows any cmprative to unkrtake any economic activity 3ra any 
location of the country. The law renders rtny hawe extension of the 
arabica monopoly illegal. 



After the November Application Darre on the CooPddve Law, GRC 
permmenfly &OMS a@ mbica munapiy buying rights, sr&g with 
the i992ti993 season, atrd @ts &e inQodwtion of licensed 
buying agents 3nto the arabica region, &ereby opening the inma2 and 
extemd marketing of arabica c&ec h the arabika region to full 
compciticm. 

The GRC permits d! m&etkg u r g i s i o n  ~ V O ~ V H !  in aniidceting 
mbica coEix in the .%abica regioa tol adopt, without the need fst 
priDr m ~ ~ 4 0 m . ,  pxickg smcmes matt guamnwd fun f i c i d  
autonomy, & e ~ b y  h w - g  hU price E-~on in the a'mbk3 
m&et 

GRC htroduces mdfipk arabica ieogee p d m  in Fkm 1993: each 
buyer is  ~r oEer a fixed pice for the eatire season - this rnechmkm 
fails - in May 1993, GRC ckaees miaFinr'o1m price of CFAF 200 after 
mr~dmtion with cooperarives. At end of campaign, the official number 
of exgorpers incremes hrm three to seven. 

GRC shpldks tlhe a d h i i o n  of mffee campaigns by daxeehg 
that the coffee season autom&dy begins on I, December and en& on 
31 b b e r  of &e f'llowing year. 

GRC launches Phase I of the M i c a  Market Momation System 
[AMIS] which disseminates world tnafket and FOB Domala arabim 
coffee price information PO dl opmt~rs, hduding the farnaes. 

GRC announces fU price likrakation and launches Pbsz IX: of AMIS 
which now disseminates individud producer prices offed by some 70 
private buyers Each of the 73 primary societies within W C A  sets its 
own producer price for the first time, this mating competition and 
incentives for rationalhation within the cooperative. 

Frfty percent devaluation of the FCFA occurs on 12 January 1994. GRC 
decrees doubling of cocoa and rob- prices; market forces - 
;uabica coffee prices tend to tit least double. 

The GRC mates a committee to review a graduated tax stmame 
applicable to arabica coffee. 

The GRC undertakes the orderly transfer to NWCA al l  hulling 
equipment owned by or in custody of the WMB in BamenBaL 



P O W  Reform in the Exmrt Ramsinn Sector WEPSI C h r r o l o ~  

Early 1989 Africa Free Zone Initiative launched by OPICIAID 

Study of all Sub-Saharan countries by Iht Services Group to identify an 
adequate site for an hdmrid  Frec Zone irz Africa 

Cameroon and Togo selected 

May to 
Septemba 1989 Thc Government of Cameroon a~xepfs to develop a Free Zoat a g h e  

with the support of OPICIAID 

September 1989 USAIDIWemn launches the Cameroon EP2 activity E'J to 
support tfie development of the legal kimeworlr of the Free Zone 
=@me 

January 1990 The mident  of Cameroon signs the Law creating the Cameroon Free 
Zone ~ g i m e  

USAIl3ICameroon hunches the Cameroon EFZ activity II] to 
support the development of the im~imtioal fkmewo& of the Free Zont 
regime and finalize ?he legal ihmework 

May 1990 The Board of Dirwtors of the Natiod Office of Industrial F m  Zones 
[ N O W  is nominated 

August 1990 USAD/&meroon and the Government of Camemon sign ahe $6.6 
million PREPS activity 

December 1990 The Minister of Industry of Canerson signs the Implementing 
Regulations of the Cameroon Free Zone mgime 

April 1991 The NOEZ is oScially created as the reggtory body of the Canaemn 
Free Zone regime 

The Cameroon Private Sector provides 5mding for the start-up costs of 
the N O E  

May 1991 Opedon Ghost Town be,* 

OPIC withdraw their s u p p r  to Cameroon Free Zooe regime 

December 199 1 Operation Ghost Town ends 



January 1992 

M a h  1992 

May lW2 

June 192  

September 1992 

October 1992 

April 1993 

August 1993 

Sepember 1993 

October 1993 

The Dkctor Gened and staff of the NO= are recruited 

USAIDICameroon disbwses 1 4  cunrency funds for thrt esltsblbhent 
~f the NOPZ 

TIE mhicd assisme compnent of the PREPS activity is I a ~ t ~ : k d  
with tlhe arrival of the Long-Term Advisor to the NOIFZ 

The NOW2 begins its operations and the Director General is installtd 

Companies be* applying for the Free Zone ir:girae 

The first cornparries are granted SPNS under the Free Zonc regime 

The NO= moves in+& the building donated by the Government of 
Canemn 

W o n  599 of the FAAA for FY I993 is approved by the United States 
Cungcss 

me PREPS activity is partially susptnM bur locd cmency disburse- 
ments to the N O R  marthue 

The technicai asshmnce component of uhe: PWPS advity ends and is 
got renewed iri view of S d o n  589 

USAIDIGanaemn examhs ~e impact qf .the Camemn Free Zone 
regime on Unieed States jobs and xedesigzis FIE PEPS &.pity 

Eight companies ane operating under the Cameroon Fme Zom reghe 

AIWRrashir.gton 'tenninam the P E P S  activity 

UStcUD/Cameroon advises the Government of Carnemn and the NOH.Z 
of the termination of the PREPS activity. 
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