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PREFACE

This Analytical Study was performed by Nicholas Kulibaba, Eric R. Nelson, and 
Roger Poulin between November 1988 and February 1989, for the United States 
Agency for International Development Mission in Cameroon under contract number 
PDC-OOOO-I-37-6135-00. The purpose of the analysis was to assist the Mission in 
preparation for its Country Development Strategy Statement (CDSS) for FY 1990- 
1994.

Although several portions of this analysis appear in the CDSS, severe space 
limitations precluded the full analysis from appearing in the CDSS itself. This 
document is intended to provide baseline information on the economic and policy 
environment in support of the future USAID Action Plan, studies, and program design 
during the period during which the CDSS guides the Mission strategy for assistance. 
Reflecting this baseline character, no effort has been made to update information 
obtained since the date of the study, despite (or because of) rapid changes in policy 
and program within the Government of Cameroon as part of its Structural Adjustment 
Program. The baseline date should be considered as February 1989.

The team worked closely with members of the USAID Cameroon Mission, 
particularly with the Program Office, and gratefully acknowledges their extensive and 
perceptive prior analytical work upon which parts of this analysis are based. Some 
of this work appears as Appendices to the CDSS which was approved by the Africa 
Bureau of A.I.D.; these are cited in this Study but not included here. Other work 
used appears in Appendix D, documents used. Other comments and analysis were 
communicated orally but were no less useful even though it cannot be cited in the 
bibliography.

Nicholas Kulibaba 
Eric R. Nelson 
Roger Poulin 
May, 1989
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SECTION ONE 

OVERVIEW OF ECONOMIC PERFORMANCE AND INDICATORS

A. MACRO-ECONOMIC PERFORMANCE AND ISSUES 

1. Macro-economic Growth and Indicators1

Between 1977 and 1985, Cameroon experienced a rapid rate of economic 
growth based primarily on oil production. Oil earnings enabled Cameroon to have a 
positive balance of payments and a balanced national budget for most of this period. 
Prior to 1977, the growth sector in Cameroon was agricultural exports, mainly cocoa 
and coffee. Cameroon is the sixth most important exporter of tropical hardwoods, 
and maintains significant protected forest reserves. The investment of agricultural 
and oil surpluses in industry and infrastructure brought about a rapid rate of import 
substitution as well as increased value added from the processing of domestically- 
produced agricultural products. Thus, by 1985 Cameroon had an apparently strong 
and well balanced economy characterized by rapidly growing per capita incomes, a 
high rate of investment in relation to GDP, a balanced national budget, and low 
external debt. The Cameroonian Government was widely regarded as committed to 
long-term balanced growth and as an effective manager of the country's resources.

The period of rapid growth came to a sudden halt in 1985 due to a sharp drop 
in the world prices of Cameroon's major exports. Over the next two years, the 
world prices of oil, cocoa and coffee, which in 1984 accounted for over 75 percent 
of Cameroon's exports, dropped by over 40 percent, and they have remained at those 
reduced levels. GDP is now less than 75 percent of its 1984 level. The most direct 
impact of these adverse developments has been on the Government budget. The 
parastatal companies exporting oil and agricultural products were major contributors 
to the national budget. These funds were used to finance public sector investments 
and to subsidize large inefficient public sector enterprises. Government revenues are 
now inadequate to finance the current budget, much less investments and parastatal 
subsidies. Table I 3 presents the changes that have occurred in the performance of 
the Cameroonian economy since 1980.

1The data on economic trends are tenuous, due to their major deficiencies in 
quality, coverage, and currentness. Statistical data quality, which is covered in more 
depth in Appendix C.I, is compromised by secrecy both in the accounts of parastatal 
organizations and in extra-budgetary public finance, by delays and inappropriate 
mechanisms for reporting, by incomplete and location-restricted information on 
production and prices, by the virtual nonexistence of employment data outside the 
public sector, and by substantial international trade and capital flows outside the 
formal system for financial settlements from which data are drawn. A significant 
effort to adjust such information for error or bias has been undertaken by the World 
Bank, while data prepared by the IMF represent more closely the GRC official data 
source, corrected where possible according to IBRD analysis. Other sources of data 
are brought into the analysis as needed. The source used is cited. Any references 
to "tons" refer to metric tons (1000 kilograms, or about 2200 pounds).

'Tables numbered 1, 2, etc. are found in the text. Those numbered B-l.l, 
B-1.2, etc. are to be found in Appendix B, Economic and Statistical Tables.
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Table 1 
Gross Domestic Production and Expenditure

(Annual Growth Rates, at 1985 Prices)

1980-85 1985 1986 1987

RealGDP 8.1 9.2 -2.8 -8.6
Non-oil Real GDP 3.2 10.9 -2.7 -8.9

Agriculture 2.5 8.1 3.4 0.5
Industry 16.2 3.3 -6.5 -9.8
Services 5.9 16.6 -5.4 -12.5

Gross Dom. Expenditure 5.6 13.1 -3.0 -11.2
Consumption 4.7 16.0 -0.9 - 9.7

Private 3.1 J7.6 -1.4 - 7.0
Public 15.4 8.7 13.0 -22.0

Investment 9.4 2.4 -18.9 -18.8
Private 0.4 -22.7 - 9.1
Public 5.7 -13.0 -32.1

Source: Table B-1.2

a. Output and Employment

Gross domestic product grew at a real annual rate of eight percent during the 
first half of this decade, led by industry and particularly manufacturing as a result 
of the Government's import substitution policies, with the oil sector contributing to 
rapid growth from 1980 until 1985 (Table B-1.2). Agriculture, which traditionally has 
been the largest part of the economy in terms of both production and employment, 
in 1980 provided more than three times the contribution of non-oil industry to GDP, 
but by 1985, accounted for only half of the share of industry, largely because of oil 
(Table B-l.l). Food crop production has exceeded that of population growth, with 
minor drought-related fluctuations, so that Cameroon is essentially self-reliant, 
producing 95 percent of its food needs and exporting an additional small share 
through unofficial marketing channels to neighboring countries. Plantation crop 
production has stagnated, as export volumes have been compressed by the mainten 
ance of cocoa buffer stocks and export prices reduced by a decline in commodity 
prices during the 1980s. Oil palm exports are sharply affected by lower-price 
competitors.

Oil production stopped growing in 1985, and is officially forecast to decline to 
6 million tons by 1991/92 and to remain at that level through the 1990s; the outcome 
will depend upon the world price and hence the profitability of oil exploration and 
extraction at that time. The service industry has contributed to GDP, both on its 
own and under the influence of petroleum and a strong government sector.

Manufacturing industry grew rapidly, at a compound rate exceeding 20 percent 
through 1985, to raise its share of GDP from 8 percent in 1980 to 15 percent, 
slightly less than that of agriculture (21 percent). Per capita GDP in 1987/88 was 
about $ 900.



This growth has been arrested since 1986, with GDP declining 2.8 percent in 
real terms in 1986/87 and by 8.6 percent in 1987/88. Private sector data confirm the 
bad performance. The private Industrial Syndicate reports that sales among its 104 
members (some of which have state participation) decreased by 14 percent (nominal 
terms) in the 12 months ending 30 June 1988, with a loss of 1,791 jobs. The changes 
vary strongly by sector, however, from building and public works (-51 percent) to 
furnishings (+17 percent) (SYNDUSTRICAM 1988).

The Government correctly identifies the major contributors to this crisis 
(Cameroon, 1988, pp. 1-2) as the world prices for the primary commodities which 
comprise the country's exports, bad performance in public and parastatal companies, 
and a policy environment which has been unable to adjust to the external shocks 
upon the balance of payments, public finances, monetary and financial sector, and 
macroeconomic aggregates.

Available data on employment and population are scarce and differ substantially 
according to source. Employment trends are impossible to analyze quantitatively, 
since there are no official estimates of the labor force, unemployment or under 
employment. National and informal sector employment data come from local field 
surveys which cannot be compared over time. Government priorities appear to be 
oriented towards improving the labor market rather than studying its dimensions, in 
that the Sixth Plan discusses means of improving the quality of labor, and devotes 
only one section—Chapter 23—to employment; the Plan acknowledges the lack of up 
to date information. The data used here are drawn from the Plan (Cameroon, 1986). 
The population growth rate, which was 2.3 percent in the 1970s, has been acceler 
ating and is currently projected at 3.2 percent for the rest of the century (IBRD, 
1975, p. 18).

The working population is young, with almost a third below 25 years of age; in 
1985-86 the primary sector was responsible for 70 percent of employment, down from 
79 percent in 1976/77. Most of the growth occurred in the secondary sector which 
grew from 14 to 17 percent of the work force over the period. Most jobs created 
continue to be in the traditional sector and the urban informal sector (IBRD 1986, p 
275); the Bank estimates informal sector employment in 1984 to be 400,000, ten 
percent larger than the formal private and parapublic sector (360,000) and three 
times as large as the public sector (135,000). In comparison the active population in 
agriculture was estimated to be 2.9 million in 1986.

Public sector employment has grown strongly. Table B-1.3 shows civil service 
employment increasing from 19,672 in 1974-75 to 48,883 at end 1984, a 148 percent 
increase, while contractual employees increased 186 percent to 9,847, and auxiliary 
employees—the largest category—by 571 percent to 76,387. In 1983 and 1985 the 
Cameroonian government, which provides automatic employment to graduates in 
several professions, took additional steps to recruit 1,500 and 2,037 university 
graduates, respectively. The IBRD (1987, p 15) estimates that public sector 
employment has increased by 10 percent per year in the decade to 1988.

The medium-term structural adjustment program undertaken by the Government 
of Cameroon has conflicting implications for employment in the public, parastatal, 
and formal private sectors. To the extent that planned opening to the market 
economy occurs, employment in parastatal organization will be severely affected in 
the short term, with the unemployment absorbed eventually through private sector 
growth. The informal sector Tiay be capable of absorbing much of this growth in



job-seekers. Transitional unemployment may place a strain on political stability and 
on economic well-being, although to a lesser extent than in countries with a less 
strong kinship support system. The current liquidity crisis resulting from the 
Government's inability or unwillingness to pay its arrears to its suppliers will affect 
formal private sector employment adversely in the subsectors depending most heavily 
on government for business.

In the public sector, "Operation Antilope", begun in 1986/87, removed several 
thousand phantom employees discovered through computerization of the wage bill 
control system (IBRD 1988c page 47); it intends to reduce employment further in the 
medium term by encouraging early retirement and by reducing recruitment through 
restricting the number of students in administrative training courses who would 
normally be hired automatically by the government (Cameroon, 1988, p. 15). Against 
these intentions should be measured the actual 9.2 percent (15,198 position) increase 
in government employees from June 1984 to June 1988. Finally, interview evidence in 
December 1988 suggests that arrears in salary payments in the Government and in 
the regional development organizations and parastatals may have the effect of 
encouraging workers to quit their jobs, as the Government appears to have been 
unwilling to take the step of laying off workers.3

b. Balance of Payments

The economic recession which started in 1986 was precipitated by a 
sharp drop in world prices of Cameroon's export crops, as shown in Table 2. Value 
added in agriculture has continued to grow due mainly to the domestic food sector. 
The two sectors most adversely affected are industry and services, particularly 
activities such as construction with heavy public sector involvement, and those 
related to investment. Since most oil and agricultural export profits accrue to the 
Government and parastatal sectors, this is where economic activity has dropped the 
most. Private consumption expenditures have been the least affected by the reces 
sion (Table 1). Agricultural producers in particular have not yet felt the brunt of 
the decline because of the Cameroonian government's policy of not reducing 
domestic producer prices in line with world prices. As a result, parastatals

Cocoa
Arabica coffee 
Robusta coffee 
Cotton 
Petroleum

Source:
Note:______

Unit

Table 2 
Export Prices

Percent of 
exp. volume 

1984/85 1985/86 1986/87 (1984/85)
CFAF/kg 
CFAF/kg 
CFAF/kg 
CFAF/kg 
US$/bbl

Lazard g£ al (1987).
Cameroonian Fiscal Year is July-June.

1,102
1,434
1,138
693
27

846
1,662
1,17'^
45-
22

652
1,011
827
348
15

5^'/« 17
I6'!* 5
K 14
^ 2
>->' 36

3 This process of attrition, if it occurs, will be difficult in the absence of a 
clear policy of layoff and retention, since salary arrears are a fact of life to which 
workers have learned to accommodate, so the "signal" may not be received clearly.



responsible for marketing agricultural export crops (ONCPB for coffee and cocoa and 
SODECOTON for cotton) have been experiencing deficits while producer revenues 
have been maintained or increased.

Because of oil, "exports of good and non-factor services" was the most dynamic 
element of exports from 1978 to 1985. Non-oil exports grew in volume at only three 
percent per year in this period. This modest growth results from stagnation in 
exports of agricultural commodities and semi-processed goods. Drought in 1983-84 
affected coffee and cocoa production, while low producer prices encouraged farmers 
to devote their labor to food crops which were more profitable. Exports of logs and 
wood products declined throughout the period. Other agricultural commodities 
increased little in real terms, and not enough to compensate for the slow growth of 
coffee and cocoa exports. Manufactured exports performed better, with the share of 
industrial goods increasing from 10 percent to over 20 percent of non-oil exports 
(Table B-3.3).

*
The growth of recorded Imports was moderate—less than one percent per year- 

due to successful import substitution behind a wall of tariffs and quantitative 
restrictions, to reduction of imports of petroleum products to nil, and to probable 
severe understatement of imports in official records (see Appendix C.I); the real 
growth was probably less favorable than that stated in Table 3 and Table B-3.1. 
Non-oil merchandise imports appear to have decreased from 30 percent of non-oil 
GDP in 1979 to 23 percent in 1985, though these data are suspect. The share of 
food imports has fallen as Cameroon has achieved food self-reliance. At the other 
extreme, there was a rapid growth of imports in non-factor services over the period 
to 1985, when they represented 65 percent of commodity imports compared with 39 
percent in 1978. The World Bank CEM (1987, p 33) cannot explain the force of this 
trend. The share of intermediate goods, raw materials, and capital goods has risen 
under the Cameroonian import substitution program.

Table 3 
Balance of Payments

(CFAF billion)

1984/85 1985/86 1986/87 1987/88

Exports 1101 772 545 511
Imports -513 -571 -553 -471
Services & transfers -429 -434 -365 -320

Current Account Bal. 159 -232 -373 -280 
Capital Account, errors
and omissions -141 301 209 202 

Change in Reserves
(- is increase) - 18 69 165 69

Source: IMF (1988a).

Factor service payments increased rapidly to 1985 due to increases in interest 
payments on private debt and (recorded) investment income outflows in the oil 
sector. Interest payments on public and publicly guaranteed debt have declined (see



Section l.c below). As a result, the Current account (Table B-3.1) turned from a 
deficit of CFAF 105 billion in 1980/81 to a surplus of CFAF 795 billion in 1984/85. 
This figure is suspect, however (Appendix C.I), since a large part of oil exploration 
debt and development, as well as other imports, are disguised in the important 
"errors and omissions" line item in the capital account (Table B-3.2); Table 3 
attempts an approximate adjustment.

In the capital account (Table B-3.2), net annual inflows of non-monetary capital 
remained constant from 1980 to 1983, but then declined sharply because of (1) the 
cessation of oil exploration, (2) outflows of official capital to overseas oil accounts, 
and (3) declining inflows of medium- and long-term official capital. Data on net 
development bank capitalization flows from the Islamic Middle East are unavailable; 
During this period there was a constant net outflow of private monetary capital, 
apparently due to the low interest rates in the Cameroonian banking sector and the 
precarious balance sheet position of the sector. However, analysis is difficult due to 
the relative and absolute importance of the "errors and omissions" line item.

The existing protective and revenue trade regime has led to important under- 
representation of actual trade in the official transactions (Appendix C.I), as cross- 
border trade, misrepresentation and fraud have replaced legal transactions. It is 
.difficult to present the status and trends of trade—particularly imports—at the 
beginning of the CDSS period.

Petroleum exports will be essentially constant at 7,000 metric tons as reserves 
decline, unless world prices adjust significantly (see Section B.2). Coffee and cocoa 
also appear stagnant as the bearing stock ages. However, changes in Government 
pricing policies which affect farmers' incentives to allocate their limited labor 
between export crops and food crops could lead to a supply response. At the time 
of CDSS drafting, there is evidence of firming of world market prices for cocoa, but 
prices could rise or decline over the CDSS period. Cotton shows potential for 
increased export, from a small base (3.5 percent of non-petroleum exports in 
1987/88). Miscellaneous agricultural goods account fV 11.4 percent of non-petroleum 
exports while growing at nearly nine percent in volume per year (excluding unrecor 
ded cross-border trade) since 1983/84. "Other manufactured goods" is even more 
important in export—17.5 percent—or almost 15 percent per year in volume terms. If 
the government succeeds in liberalizing its policy environment (Section B.7 below) 
for non-import-substituting manufactures, these sectors show promise for export-led 
growth.

The sharp drop in petroleum earnings has affected both the balance of payments 
and the government budget. Prior to the oil boom, Cameroon maintained a trade 
surplus due to its strong agricultural export sector and successful import substitution. 
The 1984/85 balance of payments (Table 3) is characteristic of Cameroon's 
performance during the early 1980s. As a result, Cameroon has very little external 
debt and until recently the banking system had substantial holdings of foreign assets.

The change began in 1985/86. The current account became negative and capital 
started to flow back into Cameroon. Total net capital inflows during the last three 
years equalled CFAF 712 billion (about $2.3 billion), and official reserves dropped by 
CFAF 303 billion (about $1 billion). The recession did not create a serious shortage 
of foreign exchange: the decline in imports in 1986/87 and 1987/88 was due to the 
reduced demand for intermediate and capital goods rather than to increased inability 
to obtain foreign exchange or increased restrictions on imports. The main concern



now is to keep imports in line with the reduced level of exports, which the 
government is doing with its conservative monetary measures, and to get exports 
back on a growth path, which is essential for long-term economic growth.

It is generally agreed that, barring unforeseen major international developments, 
world prices for Cameroonian exports are not likely to rise significantly in the near 
term (at least the next three years). More importantly, the recent disruptions have 
shown that the economy has structural imbalances that extend beyond the heavy 
dependence on the world prices of three export products. During the last ten years 
there has been virtually no growth in the volume of recorded agricultural exports, 
and much of the growth in industry and non-traditional agricultural crops (both for 
export and import substitution) is dependent on high and unsustainable rates of 
protection.

c. Fiscal Performance

The situation with respect to public finance is more serious. Table 4 
shows that in 1986/87 expenditures increased by 32 percent while revenues dropped 
by 16 percent, creating a deficit of CFAF 464 billion. This sharp drop in revenues 
had two serious short term effects on the economy. First, funds available for public 
sector investments completely dried up. Second, the government chose to finance 
much of its 1986/87 and 1987/88 deficits by not paying local suppliers. These arrears 
in turn caused defaults on loans by domestic banks to firms doing business with the 
government. At the same time, the government was unable to pay subsidies to 
money losing parastatals so that their deposits with domestic banks also declined. 
The result was a liquidity crisis that makes it impossible for banks to finance 
economic activity. Finally, the government has had to reduce non-salary current 
expenditures to the point where the majority of civil servants lack the means to 
carry out their functions. The work of many Government services is at a virtual 
standstill.

Oil revenues have particular importance in the government budget. During the 
nine years 1971 to 1979 before these began, government revenues rose slightly from 
about 16 percent of GDP to more than 20 percent by the end of the period, a share 
roughly in line with a reference group comprised of all lower middle-income develop 
ing countries. Total revenues rose to 24 percent of GDP in 1985, but of this, oil 
revenues equivalent to about 2.7 percent of GDP were deposited overseas and had 
no domestic fiscal or monetary impact, so domestic revenues as a share of GDP 
remained at approximately 21 percent, little higher than in 1979. Of this, however, 
non-oil revenues declined from 20 percent to 16 percent of the non-oil GDP, the 
1971 level. Overall, budget revenues increased by CFAF 640 billion (200 percent) to 
CFAF 661 billion in 1985, while total revenues including oil rose to nearly CFAF 900 
billion. These figures are estimates, due to the severe data problems measuring the 
oil sector. Also, to the extent that the ONCPB diverted its stabilization balances to 
off-budget investments in the real economy, it served as a significant tax on the 
agricultural sector. No data series exists for ONCPB revenues. Available revenue 
data are presented in Table B-5.I.



Table 4 
Central Government Revenues and Expenditures

(CFAF billion)

1985/86 1986/87 1987/88 1988/89

Total revenues 911.4 765.0
Oil 382.0 252.0
Other revenues 529.4 513.0

Total expenditures

Capital 

Deficit

926.4 1,228.8

Current 455.5 533.5
Interest 38.0 44.0
Other 417.5 489.5

625,5
207.0
418.5

796.8

479.8
72.8

407.0

470.9 445.3 317.0 

-15.0 -463.8 -171.3

Financing:
Arrears -20.0 250.0 - 5.0 
Foreign loans 48.0 117.0 49.0 
Domestic loans -13.0 96.8 25.5 
Unidentified 101.5 
Consolidation 
Exceptional

Source: Ministry of Finance and IMF estimates

600.0
163.0
437.0

656.0

484.0
102.0
382.0

172.0 

-56.0

-311.0 
39.0 
37.0

221.0
70.0

Despite this relatively low tax burden on the economy, the Government of 
Cameroon has historically run a surplus in its current budget. In the period 1971- 
1979, consolidated budget deficits exceeded two percent of GDP only in 1975 and 
1976. The small investment budget was partially responsible for this. In 1971, at 
ten percent of the budget it represented only 1.5 percent of GDP; by 1979, these 
figures had growth to 30 percent and 4.7 percent, respectively, but continued to be 
financed largely with domestic budgetary resources. The debt service ratio was only 
9.1 percent in 1979. Under this conservative financial strategy, during the 1970s the 
government fiscal impact on the economy was low both as a claimant of domestic 
resources and as a source of economic expansion.

When it came change was rapid. In two years from 1979 to 1981, total 
(recorded) oil revenues of the Government went from a negligible amount to CFAF 
148.8 billion, or 8.3 percent of GDP. With these new revenues, the Government 
began a significant investment program (Table B-5.3). Investment expenditures 
immediately tripled, from CFAF 73 billion in 1980 to CFAF 226 billion in 1981 
(central budget only), progressing to CFAF 426 billion in 1984/85 (including an 
estimate of extra-budgetary resources) and peaking at CFAF 470 billion in 1985/86. 
Of this 1985/86 total, CFAF 142 billion--a third—is estimated to be from extra- 
budgetary resources (and thus subject to a wide margin of estimation error), and 
CFAF 93 billion is foreign financed. Government savings over this period (including
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the oil and ONCPB accounts) were sufficient to permit the accumulation of overseas 
assets and to retire foreign debt. The Government also maintained a substantial net 
positive position with the domestic banking sector, providing a replacement for 
private disintermediation in a period of low or negative real interest rates.

Despite the intentions of the Government to maintain oil production revenues 
off-shore and to finance extraordinary investments and expenditures through extra- 
budgetary accounts, in application the spending ministries had no idea of their 
investment budget until well into the fiscal year, which impeded rational resource 
management (IBRD, 1987, p. 21). The oil funds flow is considered elsewhere 
(Appendix C.2); the World Bank estimates that 84 percent of these funds were re- 
injected into the money supply.

Partially because of injection of these "clandestine" funds, public expenditure 
reacted belatedly to the fall in oil and commodity revenue, increasing by 32.6 percent 
in 1986/7 while revenue declined by 16 percent. Driven by "incompressible" operating 
costs, the overall fiscal deficit rose from 3.3 percent of GDP in 1984/85 on a 
commitment basis to 11.8 percent in 1986/87. This led to (1) large domestic arrears 
to government suppliers (see Section 3.b below) of around CFAF 210 billion 
(Cameroon 1988,p. 4), (2) heavy drawing from the Central Bank (BEAC) and Treasury 
correspondent., and (3) an increase of the Postal debt (mainly with France) to CFAF 
40 billion.

Total Government fiscal and monetary injections into the domestic economy are 
not limited to the central budget, however, but also include movements on- and 
offshore of (1) SNH petroleum funds, (2) ONCPB stabilization funds, (3) banking 
sector deposits, and (4) parastatal enterprise surplus or deficit. In the same period 
as the government budget ran into deficit, (1) SNH income declined, (2) the ONCPB 
ceased to run surpluses on its stabilization account, (3) the banking sector incurred a 
liquidity crisis due to a large percentage of non-performing assets (also related to 
the downturn and improvident lending in the past), and (4) the parastatal losses rose 
due to rising operating costs, high domestic producer prices and low world prices. 
Together these accentuated the fiscal and monetary imbalance.

The structure of taxes is worthy of investigation for its differential fiscal and 
incentives impact on the economy. In 1982 (chosen by the IBRD, 1987, p 22, for the 
availability of comparable data), direct taxes (income, profits and capital gains) made 
up 18 percent of current revenue. In comparison, the reference group of lower 
middle income countries averaged 38.4 percent. Taxes on international trade 
accounted for 26 percent of revenue (compared to the reference group's 17.5 
percent), excluding the ONCPB implicit tax mentioned above on agricultural exports 
over the period. The reliance on indirect taxes has produced incentives within the 
private sector to invest in sectors less affected by such taxes, through favorable 
tax codes, through import substitution activities, and through avoidance of the formal 
sector mechanisms.

d. Monetary Stability

During 1980 to 1985, lending to the private sector (including public 
and state enterprises) increased by 16 percent a year. Together with the substantial 
increase in net foreign assets from ONCPB and SNH placements, the money supply 
grew at 22 percent a year, in line with nominal GDP growth of 21 percent (Table 
B-2.1).



As a result both of fiscal conservatism and the monetary restraint imposed by 
membership in the BEAC, Cameroon's money and credit system has been basically 
healthy. Exchange rate parity among the BEAC members, members of the West 
African BCEAO, and the French franc has been maintained since 1948. There are no 
restrictions on current or capital transactions among the members. Common Central 
Bank rediscount rates apply to all members, although interest rates charged to final 
borrowers are affected by national policies. These rates have been kept at low 
levels by BEAC policy, with the BEAC standing ready to cofinance bank lending 
through rediscount. BEAC regulations are strict with respect to levels of government 
borrowing permitted, in order to support this single-currency-area system. Govern 
ment borrowing is generally restricted to 20 percent of total fiscal revenues, 
although this has been avoided in practice by borrowing in foreign exchange or by 
shifting government services to parastatal agencies such as ONCPB with their own 
rediscount facilities. As part of its fiscal conservatism, until 1987/88, the 
Cameroonian government had not needed to use its full borrowing authority.

The health has been fragile, however, for several reasons. First, there has 
been very little financial development in Cameroon, particularly for the level of its 
per capita GDP. One measure of this is financial deepening, frequently measured by 
the ratio of M2 to GDP. As shown in Table B-2.3, the M2/GDP ratio for Cameroon 
is substantially below other African countries at similar or lower levels of GDP, 
including both Ivory Coast and Senegal in the CFA zone. Compared to the UMOA, 
only Niger has a lower ratio; within BEAC, even the Central African Republic has a 
deeper financial ratio. A similar situation is seen with two other measures, bank 
liabilities and quasi-money ratios to GDP (Table B-2.3). This lack of deepening 
makes the system fragile and subject to disintermediation.

Another reason for this is the interest rate policy, established within the 
framework of BEAC, which has kept rates relatively low compared to international 
rates. This has led to negative real deposit rates which have discouraged inter 
mediation of private savings through the domestic banking system. The IMF (1986a, 
p 12) indicates real deposit rates being negative in every year but one from 1975 to 
1982, with ex-ante real deposit rates (the closest one can get to depositors' expecta 
tions) between -2.4 percent and -6.3 percent (average -4.35 percent) and ex-post 
rates between +0.1 and -7.9 percent (average -4.7 percent). Low real lending rates 
of -3.4 to +3.9 percent (average +0.4 percent) have encouraged borrowing by entre 
preneurs with payback potential insufficient to support the lending institution. Most 
deposits to the system have come from the government, which has been a net lender 
to the domestic monetary system, from para-governmental organizations such as the 
social security fund (CNPS) and the stabilization fund ONCPB which have been in 
substantial surplus.4

Withdrawal of any of these sources of deposit endangers the liquidity of the 
banking system; withdrawal of all of them, as has occurred under the fiscal crisis, 
assures a liquidity crisis, particularly when, as in the 1980s, the banking system has 
large amounts of non-performing assets resulting from ill-considered loans. The 
undesirable capital position of the banks has probably led to "crowding out" of credit 
to small private entrepreneurs, although the data are insufficient to demonstrate this.

4 The weakness of the financial system in implementing monetary policy, and its 
response under the 1986-88 liquidity crisis, is analyzed in Section B.5.
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The current monetary program is based on an uncertain forecast for the demand 
for money because of the unsettled state of the banking system and the major 
shocks to the real segments of the economy (IMF, 1988a, p 13). The ability of the 
Government to settle its arrears with the banking system, which is also related to 
the Government's ability to control its fiscal deficit, is another uncertain determinant 
of monetary stability. The Government of Cameroon is unable to adjust interest 
rates, under rules of the BEAC, and this serves as an important constraint to 
strengthening of the financial system.

The Government has signed a Standby Agreement for SDR 69.525 million and a 
Compensatory Financing Facility with the IMF in September, 1988; the first Standby 
tranche was SDR 23.175 million. As of December 1988 the second tranche (scheduled 
for November 15) had not been disbursed, because of Cameroon's inability to prepare 
the necessary documents for monitoring compliance, within the time allowed for the 
review mission.

e. External Debt

External debt, including publicly guaranteed debt, increased relatively 
rapidly until 1981 as public investment tripled (Section l.b). This served only as 
bridge funding, as the Government began to separate oil revenues into a special fund 
to finance development programs rather than mortgage future oil proceeds for such 
investment. The Cameroonian external debt was, and is, exceptionally small compared 
to other borrowers in Africa, Asia and Latin America. Service payments on public 
and publicly guaranteed debt were 9.3 percent in 1984/85 (from Tables B-3.1, B-3.2).5 
If private debt (which may include some non-guaranteed parastatal debt) is included, 
the ratio increased to 14.2 percent.6 Oil proceeds have not only permitted debt 
repayment; they also served as loan collateral, allowing the government to be 
selective in its debt commitments and to obtain better terms, despite the fact that 
since the early 1980s Cameroon no longer qualifies for IDA and other soft loans.

As of June 1987, the World Bank was the largest creditor with 21 percent of 
public and publicly guaranteed debt, followed closely by financial institutions at 21 
percent, France with 17 percent and Germany a distant fourth at nine percent (Table 
B-6.1). Public or guaranteed debt to the United States is less than three percent of 
the total. The outstanding and disbursed private non-guaranteed debt, including the 
unrecorded debt related to the oil sector, was estimated at US$1.4 billion (CFAF 690 
billion, approximately three-quarters of the size cl official debt) at end 1985 (World 
Bank, 1987, p 38). These sums exclude a CFAF 65 billion line of credit provided in 
1988 by a commercial bank secured by future petroleum revenues.

The Government of Cameroon remains current on all its obligations except the 
postal system debt to France on which CFAF 20 billion in arrears had accumulated at 
end-June 1988. It continues therefore to have normal access to international capital 
markets. Its major capital account problem is not net funding obligations, but its

1 Using different data sources, the World Bank debt tables estimate (see 1987, p 
37) debt service was 8.5 percent of exports in 1985.

0 Again, the absence of solid petroleum sector information lends caution to use 
of these figures.
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inability to disburse due to its slow response to donor conditions precedent assuring 
effective use of the proceeds: 55 percent of multilateral credits and 58 percent of 
bilateral credits were undisbursed as of August 1987.

The Government has established a borrowing strategy to provide funds for 
investment and restore liquidity to the economy. If these funds can be used 
effectively, the room for debt expansion given by the low debt service burden can be 
used to generate growth. To this end, the Government has established a set of 
priorities for investment programming:

1. maintaining existing capital;
2. completing unfinished projects, beginning with those with the highest 

return and closest to completion;
3. undertaking new projects with a high economic rate of return or high 

social objectives in the context of sector policies and objectives; and
4. disengaging from activities which are more appropriate for the private 

sector or local communities.

However, the Government appears to have difficulties implementing these priorities in 
a uniform manner.

The IBRD (1988c, p. 61) criticizes the Cameroonian government's proposed new 
investment in international air transport infrastructure; and the degree of investment 
in school buildings and equipment, a capital-intensive support system for agriculture, 
and water and telecommunications infrastructure. The Government also appears to 
invest more heavily in urban capital than in rural infrastructure and services, and to 
fail to provide operating and maintenance for planned investments (IBRD 1988b 
passim; Cameroon 1986 passim). This raises an important question concerning the 
correct external borrowing strategy of the Government once it has relaxed its 
requirement of remaining within the oil budget to impose financial discipline on the 
borrowing authority.

2. Action to Address the Short-term Crisis

The main actions to address the short-term crisis are being implemented in 
the context of the IMF Stand-by Agreement and Compensatory Financing Facility 
which totals SDR 115.9 million to be disbursed over the 18 months beginning 
September 1988. These actions fall into two categories: balancing the national 
budget and eliminating the Government's arrears.

Government actions to help balance the budget include the following measures 
which will increase 1988/89 revenues by about CFAF 36 billion: increasing taxes on 
petroleum products, alcoholic beverages, cigarettes, soft drinks, and luxury products; 
a new real estate tax; increased stamp duties; and increased minimum income tax 
levels.

On the expenditure side, the Government has taken the following measures 
which are expected to generate savings of CFAF 48 billion: a wage freeze; cuts in 
housing and utility subsidies for civil servants, staff transfer costs, and embassy 
staffing; and new budgetary control and monitoring mechanisms. In addition, the 
investment budget will be cut by one-half. There will be no new domestic or foreign 
arrears.
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These measures will result in a deficit of CFAF 56 billion, which will be 
financed by a combination of domestic and foreign loans. Government arrears will 
total CFAF 311 billion in 1988/89 (Table 4). Domestic arrears will be settled with IS 
percent in cash and the rest in negotiable treasury notes (CFAF 186 billion), with 
small creditors paid entirely in cash. There will remain an estimated gap of CFAF 
105 billion (about $350 million). This will be covered by structural adjustment loans 
(SAL) from the World Bank, the African Development Bank, and the French Caisse 
Centrale de Cooperation Economique (CCCE), assuming agreement on the details of 
the structural adjustment program can be reached before the end of the fiscal year, 
an increasingly unlikely event. Delays in structural adjustment assistance will 
presumably entail postponing the settling of arrears until next year. This will have 
serious implications for the banking sector liquidity crisis.

3. Long-term Fiscal Issues

The Government of Cameroon has had a long-standing conservative 
approach to fiscal policy. Government revenues have usually not exceeded 20 percent 
of GDP which is average for middle income developing countries. Despite this low 
tax burden, it has generally spent little and run a surplus on its current budget. 
The present economic crisis, however, has raised several fiscal policy issues whicn 
have hampered the Government in its efforts to adjust to the recent sharp drop in 
revenues. These are:

a. Budget Management. The government does not have a comprehensive budget 
that covers all of its revenues and expenditures. There are large "extra- 
budgetary" expenditures that are not included in the deficit or debt calculations. 
These hidden obligations meant that when economic activity dropped sharply, as 
it did in 1985, the government continued to incur obligations outside the official 
budget making process. The result was the large 1986/87 deficit accompanied 
by government arrears and reduced liquidity in the banking system.

b. Government Revenues. With its present tax system, the Cameroonian 
government will have a difficult time increasing the share of revenues in GDP. 
The World Bank (1987) found that direct taxes accounted for 18 percent of 
current revenues, and taxes on external trade (mostly imports) accounted for 
26 percent of revenues (compared to averages of 38 percent and 17,5 percent 
respectively for other middle income countries). This means that importers and 
producers in the formal sector are subject to very high indirect tax rates, 
creating strong incentives to avoid taxes by staying in the informal sector or 
trading through unofficial channels. Steps are needed to increase the tax base 
so that those who pay taxes can be subject to lower rates. These matters are 
now being studied by the IMF and the Ministry of Finance.

c. Cost Recovery. If Cameroon is to continue to provide adequate levels of social 
services at existing reduced revenue levels, the recipients of public services 
must pay part or all of the costs. This is especially important for the health 
and education sectors, but generally applies to all services including, for 
example, agricultural extension and rural road maintenance. The legislative and 
organizational steps required to move in this direction are complex and have 
not yet begun. The need, however, has been identified by key ministries and 
donors and is likely to be addressed, probably on a sector by sector basis, in 
the context of the Structural Adjustment Program.
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4. Macro-economic Structural Adjustment Issues

Structural problems, although only recently noticeable, are due to the 
cumulative effects of dev ?pment policies and public sector investment decisions 
dating to the mid-1970s, ihese policies fall into two categories: (1) the investment 
of taxes and surpluses from agricultural exports into other sectors resulted in 
inadequate reinvestment in traditional export crops and (2) the protection and 
subsidies given to non-traditional export crops and import substitution industries 
resulted in inefficient, non-competitive, and consequently non-viable enterprises. The 
basic cause of this problem is a set of development policies that made it impossible 
for decisions to be made on the basis of accurate market signals. The system of 
high tariffs, quantitative import restrictions, subsidies, and industry-wide price 
controls effectively eliminated competition; it resulted in what are now seen to be 
wrong investment decisions and eliminated incentives to increase efficiency.

The nature of economic growth for the last 20 years has been determined by 
government development policies and programs, dominated by the Government's direct 
investment decisions as well as by the role it played in directing the decisions of 
others. During this period the Government of Cameroon has had three basic 
economic development objectives:

1. the promotion of import substitution industries and agricultural products;

2. the promotion of agro-processing industries to increase the value added of 
domestic agricultural products; and

3. export crop diversification.

The tools used for achieving these objectives have been the following: 

a. Import Restrictions

Any product produced in Cameroon is protected against competition 
from imports. The main protection is a ban on imports. Almost all imports into 
Cameroon fall into one of three categories of protection:

1. Goods that are produced locally and can therefore be imported only when 
local production cannot meet demand. These are mostly consumer goods.

2. Goods that are produced locally but at costs higher than on the world 
market. These are subject to "pairing" which means that firms producing or 
purchasing the local product may import a certain multiple of this. Rice, 
cotton textiles and shoes have been in this category.

3. Goods that are not produced locally. These may be imported if no 
producer objects that the same goods are available in Cameroon.

Imported goods are subject to the common tariff of UDEAC plus Cameroonian 
surcharges. Tariffs average 70 percent of c.i.f. value. The system, however, has two 
major flaws. First, finished products have a consistently higher tariff than inter 
mediate goods to encourage the greatest amount of value added in Cameroon. 
Products in which Cameroon can never hope to have a comparative advantage are 
provided extremely high rates of protection. A survey of 49 industrial firms in 1987
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showed that only 12 used less than one franc in local resources to save or earn a 
franc in foreign exchange; in 16 cases the product uses imported intermediate goods 
that cost more than it would have cost to import the finished product which means 
that there were negative foreign exchange savings (Industrial Master Plan, 1988). 
The second flaw is that many import duty exemptions for intermediate and capital 
goods are granted on a firm by firm basis. This not only encourages the use of 
imported—rather than locally produced—intermediate goods, but also places firms 
which do not have the duty exemptions at a disadvantage against other firms in the 
same sector.

The Price Equalization Fund applies to products that are produced locally but 
cannot compete with imports because of so-called production subsidies of the 
exporting countries. Government policy is to impose an import tax equal to the 
assumed subsidy and use the revenues to increase the price paid to local producers. 
This system is used for rice, sugar, and edible oils, for each of which the dumping 
argument is not evident.

b. Price Controls

Import substitution industries are subject to price controls. They are 
regulated because (1) they are protected from competition, and (2) there are so few 
manufacturers that price controls are needed to protect the consumer. Price controls 
are based on documented (protected) costs of production plus a margin for profits 
and marketing. The system provides no incentive for increased efficiency which 
would reduce the price.

At the other extreme, price supports are used to encourage production of 
export crops. The prices bear little relation to production costs and distort decis 
ion-making. These are discussed further under agriculture.

Margins are determined by government for all production and trade in standard 
ized goods and services. The process of changing agreed prices can be so lengthy 
that the new price no longer reflects costs of production.

The trade policy and price control regimes have effectively isolated Cameroon's 
industries from market signals. Firms are protected from the negative effects of bad 
decisions, are not rewarded for good decisions, and have no incentive to increase 
efficiency.

c. Direct Government Participation in Industry and Commerce

During the Fourth Development Plan (1977-81) the Government 
undertook direct investment in industry and commerce, in the form of (1) wholly 
owned enterprises providing public services, (2) wholly owned enterprises in strategic 
(usually capital intensive) industries, and (3) state participation in firms which 
contribute to import substitution or increased domestic value added but in which 
there was insufficient private sector interest. Most of these investments were made 
by the Society Nationale d'lnvestissements (SNI) which was created by the 
government for this purpose. By 1984, firms with state participation accounted for 
40 percent of the value added in the manufacturing secto'- (Lazard et al, 1987).
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Several of these firms failed at huge loss. The worst case was the pulp and 
paper company, CELLUCAM, which closed less than one year after opening at a loss 
to the government of CFAF 259 billion (US$ 850 million), including about US$ 450 
million in external debt. Many firms that remain are experiencing deficits and are 
subsidized in excess of CFAF 100 billion per year. These deficits are due to having 
made the wrong investment decision, and to weak management and lack of 
competition. These parastatals include public utilities, capital intensive industries, 
and large scale agriculture. The objective of the Government was to achieve growth 
in sectors that (a) seemed critical for long-term development and (b) were not 
profitable enough to be financed entirely with private capital. Without government 
participation, growth in these sectors would not have occurred; however, this 
growth is non sustainable and it is now obvious that too many mistakes were made.

The parastatal sector has become not only a large drain on public sector 
resources but is contributing little to GDP, employment, savings or investment. The 
need now is to involve the private sector more directly in the investment and 
management of these firms and to expose them more fully to free market forces. 
Also steps are needed to strengthen the management of those enterprises that 
provide public goods and therefore cannot operate in the private sector. The 
Government and major donors, especially the World Bank, CCCE, and UNDP, have 
begun taking steps along these lines. The objective is to stop the CFAF 100 billion 
annual drain of public resources and turn existing commercial and production 
parastatals into viable non-subsidized businesses.

This topic is discussed in more depth in Section B.I below. 

d. Export Taxes

A major source of funds for the investments discussed above was 
taxes on agricultural export crops. The issue here is the appropriate role for 
Government in maximizing the development impact of traditional growth sectors and 
guiding the overall direction of the development process. In the case of Cameroon, 
the traditional growth poles were coffee and cocoa exports. The policy choices 
involve deciding how much to tax these activities and how much to intervene in 
private sector decision making. There is little doubt that Government non-involve 
ment would have resulted in much of the income generated by coffee and cocoa 
going abroad, including income not directly attributable to the efforts of the 
investors (economic rent). Local investments would have been determined by the 
interests of the exporters, although local producers would have been beneficiaries of 
sound decisions.

The policy decision of the Government of Cameroon was to tax the traditional 
export sector and use the revenues to broaden the development base of the economy, 
mainly through import substitution and export diversification. This was combined 
with a price stabilization program which consistently accumulated a surplus and, over 
the long term, resulted in less than adequate reinvestment in coffee and cocoa 
plants. In the meantime, many of the import substitution and export diversification 
investments financed by the surplus turned out to be ill-advised so that, on balance, 
overall economic performance is not as strong as it could have been.

A more general point also needs to be made regarding export taxes. There is a 
revenue tax of two percent on all exports. Manufactured goods are exempt from this 
tax, except textiles, leather articles and packaging. In addition, some exports have
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special taxes, e.g., bananas 17.5 percent, wood and lumber IS to 40 percent, and 
coffee and cocoa 40 to 50 percent. There are in fact few tax incentives specifically 
for exports, so that the effective rate of protection for export industries is negative 
(Industrial Master Plan, 1988). This contrasts with the import tax regime which 
provides very high effective rates of protection for import substituting industries. 
The system in effect discriminates against investments in export-oriented enterprises.

e. The Franc Zone

A key macro-policy issue is the effect of Cameroon being part of the 
Franc zone.7 A frequent criticism of the Franc zone is that the francophone 
African countries can have overvalued exchange rates because the French franc 
moves in ways that are unrelated to the competitiveness of the African economies. 
However, the normal adjustment process is for domestic prices to drop so that local 
costs of tradable goods and services reflect the purchasing power of the franc on 
the world market. This assures that the CFA franc will not remain overvalued over 
the long run.

The main disadvantage of the fixed exchange rate is that the adjustment 
process can be wrenching in terms of incomes and employment. Countries that are 
not part of a convertible currency zone have the flexibility to use monetary policy 
and exchange rate adjustments to reduce the disruptions associated with structural 
adjustments. The main advantage to being part of a convertible currency zone is 
that it imposes fiscal and monetary discipline. Small developing countries find it 
difficult to manage their budgets, money supply and exchange rate without taking 
into account strong political and social realities. The result is economic instability 
and distortions that have serious adverse effects on sustained economic growth. 
African economies tied to a convertible currency have tended to have higher 
sustained growth rates than countries that are not.

Cameroon, however, is in a special situation because of its oil earnings. The 
large government revenues have been spent locally creating a inflationary pressures 
and resulting in increased local costs and an overvalued real exchange rate. The 
result is that Cameroonian exports are not competitive on world markets. As long as 
oil earnings are spent on local goods the currency will continue to be overvalued. 
Once these earnings are no longer spent on local goods and services, (i.e., once they 
are held as foreign exchange assets or, if spent, spent exclusively on imports), the 
economy will necessarily go into a recession until labor and other costs are reduced 
to a level that reflects the purchasing power of the CFA franc and Cameroon will 
again be competitive in products where it has a comparative advantage.

f. Financial Sector

Although the financial sector is analyzed in Section B, the issues it 
raises with respect to macroeconomic performance are beyond sectoral issues, and are 
crucial for the structural adjustment process.

7 The franc zone and its institutional mechanisms are described more fully in 
Section B.5 below.
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Cameroon has had little financial development, particularly for the level of its 
per capita GDP. Financial deepening reflects the degree of willingness to use the 
formal banking system for planned transactions and thus make them available for 
lending for productive investment. By most measures, Cameroon lags other African 
countries (in the CFA zone, only Niger has less financial depth). Individual deposits 
provide a cushion during shocks when institutional deposits fluctuate. The deposit 
base consists mostly of the Government, parastatal organizations, and large com 
panies, which leaves the system vulnerable to outflows from any one of its major 
depositing groups. Crisis for all of these since 1986 has made the banks illiquid. 
This has led those individuals and firms which hold deposits to withdraw them 
thereby exacerbating the crisis.

Monetary policy is determined by a super-national regional central bank, the 
Banque Centrale des Etats de 1'Afrique Centrale (BEAC), of which Cameroon is a 
member. The BEAC interest rate policy is based on two assumptions (1) that the 
poor save little or nothing, and (2) low interest rates promote investment and 
growth. The first point is not supported by research, but leads to a conclusion that 
lending must be based on a rediscount mechanism; this confirms the wisdom of the 
second point. Resulting negative real rates of return on deposits have discouraged 
placing private savings in the domestic banking system. Real deposit rates were 
negative from 1975 to 1982 (IMF 1986a, p 12), averaging -4.35 percent. Low real 
lending rates (average +0.4 percent) have encouraged borrowing. Low interest rates 
compared to foreign (French) rates have led banks and some private individuals to 
transfer part of their assets overseas.

Cameroon's commercial banking system is highly concentrated. Four of a total 
of ten major banks control roughly 85 percent of all lending (World Bank 1987, p. 
iii). There is one development bank, the Banque Camerounaise de Developpement. 
Among government non-bank financial intermediaries, FOGAPE, (guarantor for small 
and medium enterprise lending), is to be replaced by a bank, CIC, and FONADER 
(which has been closed due to non-performing assets), will be replaced by the CAC. 
See Section III-A.

The informal financial sector consists at the bottom level of "tontines", or 
lending "clubs" whose lending costs tend to be high and who depend for their 
effectiveness on social sanctions which may not always work. Tontines represent a 
substantial share of total credit to the Cameroonian economy, particularly small 
enterprises, but they do not permit transformation of short-term or sight deposits 
into longer-term loans and are so segmented as to provide no financial transactions 
outside the individual tontine—either between tontines and the formal sector, or 
among tontines—to allocate savings to the most productive uses.

In Southwest and Northwest Provinces an active credit union movement 
(CamCCUL) is concerned with mobilizing savings. There is some evidence that 
informal sector banl^ are being created during the current crisis. Two already exist 
in the formal private sector; official policy now appears to tolerate them. This 
middle range of the financial sector appears weak if it exists. Finally, the non-bank 
financial sector is weakened by restrictions on ownership and on portfolio invest 
ment, and by unwise premium regulations in the property and casualty insurance 
subsector.
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5. Next Steps Related to Macro-economic Structural Adjustment

For donors, both the stabilization and structural reform programs imply an 
increased and sustained need for policy-oriented non-project assistance. In the 
short-run the most urgent need is for budget support to help the Government 
through the existing crisis. Such support must he carefully directed so as not to 
lead to complacency among those forced by the crisis to reconsider their policies. In 
the long-run, the need is for traditional projects as well as non-project resource 
transfers to finance initiatives related to the structural adjustment program.

The long-term structural adjustment program addresses a wider range of issues 
related to the liberalization of the economy. The overall goal is to create the 
preconditions for sustainable broad-based economic growth. Measures to be taken 
include reducing the role of the public sector in production and commerce, improving 
the environment for private enterprise through policy reform and institution building, 
and increasing efficiency in carrying out government functions, including improved 
fiscal policies and management.

Many of these policy issues are planned to be addressed in the donor-supported 
Cameroonian Structural Adjustment Program. Studies are currently underway and 
preliminary decisions have been made regarding the rehabilitation of parastatals, the 
elimination of export taxes, and the elimination of many non-tariff barriers. The 
overall thrust of these changes is to reduce the direct role of government in 
production and commerce and remove the market distortions that have caused 
inefficiencies and non-competitiveness in the private sector. Negotiations between 
the Government and donors are expected to continue during much of 1989 and the 
exact content and pace of change will not be known until some time in 1990. In any 
event, most of the changes will be structural in nature and will have an impact only 
in the medium and long term. The level of economic activity and the resources 
available for development will not be significantly affected in the short term by the 
changes being contemplated. They are, however, important for increasing the pace 
of long-term broad-based economic growth.

Should these structural adjustments not take place, prospects are for slow 
overall growth with little export diversification and continued inefficiencies in the 
modern industrial sector. The formal sector will continue to be isolated from market 
forces and will respond primarily to government policies and regulations. There will, 
however, be a large parallel economy which already employs ten percent more 
persons than the formal sector and which will avoid government regulations and be 
more responsive to supply and demand conditions. Any improvement in the formal 
sector depends upon improved government programs, policies and regulations.

The most important action needed to strengthen the financial sector is to 
remove controls on interest rates and lending ceilings. This will encourage savings 
and assure that financial institutions will be able to lend profitably. The market- 
based interest rates should be accompanied by policies to encourage the evolution of 
new financial institutions and reduced pressures from Government for financial 
institutions to lend to "priority sectors" at subsidized interest rates.

The present crisis has highlighted major flaws in the government policy 
framework which must be addressed in the context of the short-term stabilization 
program.
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B. SECTORAL PERFORMANCE AND ISSUES 

1. The Parastatal Sector

"The good performance of the Cameroonian economy is being 
badly eroded by the festering sore of the public enterprise 
sector." (World Bank, 1987; p. 26)

The emphatically harsh assessment cited above underscores one of the 
greatest policy challenges facing the Government management and reorganization of 
the parastatal sector.

State participation in the economy is pervasive, involving at least sixty 
companies operating under private and extraordinary corporate law in all economic 
sectors. Government equity is between 25 percent or more in forty of these, 
including nearly all of the nation's banks and major industries.

In the absence of a functioning equity market it is impossible to measure the 
value of government ownership and participation in the economy. However, using 
book value ("capital social") as an imperfect measure, the value of government equity 
is 63.5 percent (CFAF 198.6 billion) of the book value (CFAF 310 billion) of the non 
governmental sector as a whole. In 1983/84 annual sales of State and para-public 
organisms were more than CFAF 900 billion, the equivalent of 28 percent of GDP. 8

In 1984 value-added for the total portfolio of the Societe Rationale d'lnvestisse- 
ment (SNI, the official State holding company) constituted 5 percent of GDP, while 
value-added by non-SNI parastatals included an additional 2 percent. In manufactur 
ing industries, public and mixed public/private enterprises constitute approximately 40 
percent of total value added. Total investments of companies in the SNI portfolio 
amounted to CFAF 50.7 billion in 1984, or 6.2 percent of gross fixed capital for 
mation (1.6 percent of GDP).

The performance of the parastatals has, however, been a drain on public 
resources. Net operating losses in 1984 totalled CFAF 39.9 billion, including profits 
of CFAF 36.4 billion and combined losses of CFAF 76.3 billion. Given that govern 
ment subsidies to parastatals are recorded above the line, it is probable that total 
operating losses of the parastatal sector in 1984 reached the level of CFAF 150-160 
billion, or $425 million (World Bank 1987). In the absence of appropriate reforms 
these losses have compounded in the last four years, although the government has 
been hesitant to announce the full measure of parastatal losses.

The parastatal sector's rapid growth—and eventual difficulties—began during the 
period 1968-1977, when Cameroon reoriented its agricultural and industrial 
development strategy, adopting a more interventionist stance. Until 1968, private 
capital either had not been forthcoming for large investments, or it had belonged to

* Current financial data on the parastatal sector are difficult to obtain. The 
most comprehensive data available from the GRC Ministry of Finance are for the 
period 1983/84. This situation may be remedied if the GRC makes public the 1988 
findings of the Inter-Ministerial Committee on Public Companies.
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groups which were considered "suspect" by the government—foreigners, or certain 
ethnic groups. This policy reflected an apparent loss of confidence in the speed 
with which the private sector and traditional farmers could contribute to national 
development goals.

Beginning with the establishment of a national holding company, SNI, in 1968 
Cameroon began to channel resources into parastatal companies which employed a 
'hands-on' approach to development in all sectors of the economy and assumed an 
increasingly broad range of functions which had previously been carried out by the 
private sector.

In 1968 a presidential decree also provided the legal basis for the establishment 
of parastatal "societes de developpement" and "missions de developpement" which, 
while operating autonomously, were to assume a broad range of integrated develop 
ment functions on a geographical basis. By 1970 ten parastatal development agencies 
were created, increasing to fourteen over the next five years. Growth of regional 
development parastatals continued under the Fourth Five Year Plan (1976-1980), 
under which the government proposed creation of an additional twenty companies. 
However, a lack of donor support led the government to abandon implementation of 
the majority of these. By 1980 it had created more than ninety parastatal 
companies, of which only fifty-seven have survived to the present.

The role of the donor community in the emergence of the parastatal sector was 
an important one. Participation of bilateral and multilateral donors in the financing 
and implementation of proliferating parastatal companies was an endorsement of the 
Cameroonian strategy of investing in import substitution industries and regional 
development schemes.

In the case of agriculture and rural development parastatals, the donor commun 
ity was drawn to their combined service, production, and marketing role, structured 
around the participation of small farmers. This approach was well-attuned to the 
"basic human needs" and integrated rural development approach that was in vogue 
among donors during the 1970s. Donors action in certain instances was also 
prompted by the government's reallocation of investment resources away from small 
holder agriculture during this period.9

In the early 1980s donors began to retreat from support of the parastatal sector 
for a variety of reasons, including disappointment with the high recurrent costs and 
marginal impact of regional development parastatals, increasing redundancy and 
overlapping of parastatal agencies, and the outright failure of two of the largest 
public projects. The Scciete Camerounaise des Engrais (SOCAME), a fertilizer 
company, halted operations only several months after its establishment in 1976, at a 
loss to the Treasury of CFAF 8 billion. Several years later, in 1982, Cellulose du 
Cameroon (CELLUCAM) was liquidated, only one year after its inauguration, at a loss 
to the government of CFAF 259 billion, including CFAF 139 billion in external debt.

A particular weakness of parastatal policy in Cameroon is found in laws 
governing financing. The SNI finances investment through the issue of Capital

9 Under the Second Five Year Plan (1968-1977) the GRC devoted 60 percent of 
all agricultural investment resources into the estate sector, in spite of the fact that 
80 percent of agricultural output during this period was produced by small-holders.
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Equipment Bonds, subscription to which is obligatory for financial institutions, 
stabilization funds, marketing boards, insurance companies, and parastatal 
companies.10 Article 6 of the legislation, however, states that should the means at 
SNTs disposal be inadequate to enable it to meet reimbursement of capital sums and 
interest due on bonds, the state shall take steps to assure necessary credit from 
budgetary or extrabudgetary accounts.

F.xtrabudgetary support through the SNI or directly to troubled companies has 
enabled the Government to continue financing of deficit-producing parastatals. The 
burden of its obligation in this respect is one of the most serious factors under 
mining performance of the economy. At present, ihe majority of parastatal compan 
ies are experiencing serious financial difficulties and many have carried operating 
deficits since their inception (Table B-9.1)

The pervasive reach of the parastatal sector has compounded the effects of this 
crisis. The banking system 'in whose institutions the government holds equity 
ranging between 25 and 39 percent) ic currently in the midst of a liquidity crisis 
generated by arrears on both official debt to the private sector and parastatal debt 
to the banking system itself. Hence, while the government maintains a legal 
obligation to service the debt of autonomous parastatal companies, it simultaneously 
depends on those same institutions to generate revenue.

Prior to any discussion of prospects for reform of the parastatal sector, it is 
necessary to understand the variety of legal arrangements under which state enter 
prises operate. With the exception of regional development authorities ("societes de 
developpement"), no uniform legislation exists to regulate parastatal companies. Most 
have been created as the result of presidential decrees which define their legal 
status and mode of operation.

Only two parastatals fall within the category of "Etablissement du Caractere 
Administrative". These are statutory companies, wholly owned by the State. The 
largest of these is the Societe Nationale d'lnvestissement (SNI), the government 
holding company for parastatal participation. The second company which is included 
in this legal category is INTELCAM, the international telecommunications company.

"Etablissements Publiques du Caractere Industriel et Commerciel" are public 
companies engaged in commercial activity, organized in a manner identical to that of 
the previous category. A cumber of these are fully publicly owned, including 
REGIFERCAM, the national railway, and the Office National de Commercialisation des 
Produits de Base (ONCPB), the commodities stabilization fund and marketing board. 
Among the parastatals, the ONCPB is a pivotal organization, owning equity in all 
regional and agricultural development companies, and most banks, hotels, and 
manufacturing enterprises. It is second only to the SNI in the book value of its 
portfolio as a parastatal holding company.

Also included within this group are the Caisse de Stabilisation des Prix des 
Hydrocarbures (CSPH), the Caisse d'Epargne Postale (Post Office Savings Bank), and

10 Interviews with a private insurance company indicated that while mandatory 
subscription to SNI bonds applies to all companies, businesses in which the 
government does not hold equity are increasingly refusing to honor this obligation.
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the Caisse Nationale de Prevoyance Sociale (CNPS, the national social security fund). 
Profits and capital acquired by these entities are generally invested in regional 
development companies and in mixed public/private companies.

"Societes de Developpement" are the only category of parastatal companies for 
which there is existing legislation (Loi de 11 juin 1968 and Decret de IS juillet 
1968). Created by presidential decree, these regional and agricultural development 
companies were created as a means of mobilizing mixed public and private capital for 
development purposes. With the exception of the cotton development parastatal, 
SODECOTON, in which the Compagnie Frangaise de Developpement Textile owns 30 
percent equity, the State and its holding companies are the only institutions which 
participate in the capital of these organizations.

"Societes d'Economie Mixte d'Etat" are public companies which are created by 
presidential decree under technical, administrative, or professional mandates. With a 
portion of their equity reserved for private participation, they are variously referred 
to as "semi-public companies", "open companies", and "semi-open public companies." 
All are governed by administrative councils whose members are nominated by the 
President of the Republic. Management is under the technical guidance ("tutelle") of 
particular government ministries. The most important of these are given in the 
following paragraph. The State holds a majority in the water (SNEC), electric 
(SONEL), and Sugar (CAMSUCO) companies. The full list is given in Table B-9.2.

One category within this group, the "societe d'etat de statut particulaire", is 
the subject of provisions waiving common law pertaining to the nature of their 
internal organization and fiscal controls. In effect, these provisions accord the 
government greater legal authority in administering parastatal companies under this 
rubric. Among the ten companies included in this category are the Banque 
Camerounaise de Developpement, Cameroon Airlines, the Societe Camerounaise de 
Banque, the Societe National du Raffinage (the petroleum refinery), and the Union 
Centrale des Cooperatives Agricoles de 1'Ouest.

Cameroon has only recently begun to address the need for reform in the 
parastatal sector, convening a special Inter-Ministerial Committee to deliberate on a 
program for reorganization, privatization, and liquidation of individual entities. A 
measure of the government's earnestness in this task has been its forthright analysis 
of problems within the parastatal sector.

Among the problems which the Government has noted are:

initial overdesign of investments for the size of the market and inadequate 
financial structure (low equity and excessive borrowing);

absence of clear corporate objectives, and the pursuit of social objectives 
without adequate financial compensation;

inefficient management, overstaffing, excessive bureaucratic structure, absence 
of performance criteria, strategic planning, and effective financial controls;

external governmental interference and politicization of management; and

the absence of competition, resulting in few incentives for cost and quality- 
controls.
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Reform of the parastatal sector is one of the principal conditionalities of the 
Structural Adjustment Program which Cameroon is currently negotiating with the 
World Bank. However it is unlikely that this agreement will proceed until resolution 
of modalities for privatization, reorganization, and liquidation are negotiated among 
competing interests within the government itself. This promises to become a 
lengthy process for several reasons. Individual constituencies within the government 
will seek to protect ethnic, regional, and competitive interests that are inextricably 
tied to particular parastatals. Moves toward privatization will be slow due to 
concerns about the prospect of control of companies becoming concentrated within 
particular ethnic groups.11

2. Petroleum

The coming on-stream of petroleum production in 1977 has affected both 
the economic and political life of Cameroon. Within seven years petroleum's share of 
GDP moved from zero to 21 percent in 1984/85, momentarily displacing agriculture as 
the largest contributor to national production (Table B-l.l). In that year petroleum 
earnings represented 66 percent of total export revenue and 48 percent of central 
government revenue. Between 1979 and 1985 Cameroon's oil boom was an engine of 
economic growth.

The policy of emphasizing that oil revenues were used to create an offshore 
national stabilization fund, to be used for long-term investments in productive 
sectors of the economy, spurred public confidence. However, the revenues were 
maintained in secret accounts never fully reported to the public.

Following the peak of 1984/85, Cameroon's petroleum earnings began to decline, 
and were driven sharply downward by the collapse of world oil prices in early 1986. 
By 1987/88 petroleum's share of nominal GDP shrank to 8 percent, its share of total 
export earnings dropped to 46 percent, and the sector contributed only 33 percent of 
central government revenue.

Interview data (December 1988) imply that funds currently remaining in 
government offshore accounts have dropped to approximately CFAF 500 billion 
(US$1.7 billion), or the equivalent of government operating expenses for a one-year 
period.

Although oversight and financial management of the petroleum sector was 
assigned to a parastatal holding company, the Society Nationale des Hydrocarbures 
(SNH) in 1980, production is carried out by joint ventures between the SNH and 
foreign partners. Operating partners are obliged to bear the full cost of prospecting 
and development until a field becomes operative.

11 In 1988 a Cameroonian businessman, Victor Fotso, attempted to purchase 54 
percent equity in BIAO-Cameroun (a bank). While the GRC had announced an 
offering of these shares on the public market, Fotso's efforts were rebuffed. Also in 
1988, a group of businessmen offered to purchase the GRC's equity in Cameroon 
Airlines. As in the first case, this offer was refused, reportedly due to concerns 
about concentration of strategic public resources by members of the Bamileke ethnic 
group.
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Prospects for the petroleum sector are uncertain. Estimated remaining reserves 
of 70 million tons (at current prices) would be depleted by the late 1990s if the 
current rate of production (157,000 barrels/day) is continued. Present K v world 
prices are a disincentive to new exploration and to use of higher cost secondary 
extraction methods which extend existing reserves.

In response to the decline in world prices, Cameroon is seeking to adjust 
existing agreements with foreign oil firms to encourage new exploration. To do so, 
it will have to amend regulations which currently prohibit oil firms from offsetting 
prospecting costs in new fields against current production.

Low world demand combined with high start-up costs have also prevented 
Cameroon from exploiting identified natural gas reserves near Kribi.

3. Agriculture

Agriculture has long been the mainstay of the Cameroonian economy. In 
the period immediately prior to the coming on-stream of petroleum resources, this 
sector constituted 30 percent of GDP, generating 82 percent of export earnings and 
contributing approximately 40 per cent of government revenue.

In a region characterized by climatological uncertainties Cameroon is nearly 
self-sufficient in food production. At the same time, it is a food supplier to regional 
marke , including Nigeria, the most populated nation in Sub-Saharan Africa.

From its pre-independence orientation of plantation cropping for export, 
Cameroon has diversified its agricultural base through expansion of area under 
cultivation by small-holders, improvements to transportation and marketing infra 
structure, and through efforts to boost both food and export crop production. In 
spite of these gains, however, the agricultural sector faces numerous policy, infra 
structure and technical constraints to continued growth.

While agriculture's share of GDP during the past decade has declined to 22.5 
percent, and its share of export earnings has dropped to less than SO percent, these 
figures must be interpreted in the context of the emergence of the petroleum sector 
since 1978. It is the growth of oil, rather than a drop in agricultural production, 
that reduced the traditional predominance of agriculture in the economy.

However, the performance of the agricultural sector in recent years has 
generated concern among policy-makers and among donors. Key performance 
indicators, discussed below, show that long-term growth trends have leveled off, with 
a number of crop sub-sectors declining in economic importance in spite of high levels 
of government investment.

Policy makers have noted, with some merit, that Cameroon is a "price taker" in 
regard to annual fluctuations in market prices for its commodities. In this circum 
stance, sluggish performance of the agricultural sector is merely a response by 
producers to externally-generated uncertainties in the marketplace. However this 
argument has only limited value in explaining current performance, as later discussion 
of individual crop sub-sectors and official agricultural policy will show.
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During the period 1966-88 agricultural production grew at approximately 4.4 
percent per annum. During the same period, however, population growth ranged 
between 2.4 and 3.1 percent, with rural population density rising from 39.9 persons 
per square kilometer of agricultural land in 1965 to 64.7 persons in 1987.

The 1984 Cameroonian agricultural census indicates that the level of farming 
technology has not improved significantly in recent years. Except for the parastatal 
plantation sub-sector, Cameroonian agricultural production is predominantly carried 
out by traditional farmers, accounting for 90 percent of Cameroon's cultivated area. 
Of these, only 22 percent are reported to utilize organic fertilizers, while only 32 
percent utilize chemical fertilizers. Eighty-five percent of farms rely solely on hand 
labor, 13 percent utilize animal traction, and two percent (a probable over-estimate) 
are worked with motorized tractors. Nearly all farmers utilizing animal or motor- 
powered technology are located in the three land-abundant savannah and Sahelian 
provinces of the north.

These data suggest that Cameroon's farmers have, as a group, lost ground 
during recent decades, caught in a vise between unimproved technology and increased 
land scarcity (Table B-l.l).

By introducing distortions and inefficiencies into the economy, the government 
has exacerbated constraints on development of the sector as a whole. Its emphasis 
on r—?ital-intensive parastatal agro-industry, excessive taxation of agriculture and 
agricultural exports, and disincentives conveyed through the pricing mechanism run 
counter to its goal of improving agricultural production.

a. Recent Performance

Table 5 summarizes the contribution of agriculture to the 
onomy. The breakdown of agricultural production is as follows (1983-Cameroonian economy 

1988 average):

Food crops 54 percent
Export crops 21 "
Livestock 15 "
Forestry 9 "
Fisheries 1 "

Ninety percent of agricultural production is accounted for by small traditional 
producers. The remainder is accounted by large plantations, most of them 
government-owned. Long term agricultural growth has been high compared to other 
sub-Saharan countries. Also, agricultural productivity is relatively high as indicated 
by the 85 percent of farmers who produce marketed surpluses. The agricultural 
census estimated that, in 1984, 45 percent of farmers used fertilizers.

The least reliable data pertain to food crops. Most production and trend data 
are suspect. The major crops are millet and sorghum in the north, and cassava,
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Table 5 
Agriculture In the Economy

1971/75 1976/81 1982/88

Share of GDP (percent) 29.9 29.2 22.5
Share of Exports (percent) 82.3 72.3 45.9
Growth rate (percent/annum) 3.4 7.0 1.9
Employment share (percent) 79.4 72.6 75.0
Per capita GDP (US $) 236.0 597.3 903.8
Per capita agricultural prod. (US $) 69.9 172.2 204.0

Source: World Bank (1988d).

yams and plantains in the center and south. There have been recent increases in 
corn and rice production as a result of government development projects. Corn 
production is based on improved high yielding varieties and is likely to displace 
sorghum production to some extent if improved seeds continue to be available, 
p— :ts for rice are less prorating. Costs in the largest rice producing area, the 
St. AY project in the north, are about double the price of imported rice at Douala.

It appears from food price trends that production has been growing with 
population with most of the increase coming from increased area planted. Cameroon 
is self-sufficient in food and is probably a net exporter to neighboring countries. In 
some cases food production has increased in response to higher prices relative to 
export crops. Both rubber and coffee production seem to have suffered from the 
reallocation of labor into food crops. One significant area of productivity increases 
is in the north where millet and sorghum complementary production benefits from the 
fertilizer applied to cotton.

In contrast to the modest growth in food crops the production of export crops 
has remained stable or declined in recent years. Table 6 shows long term growth 
rates and Table 7 shows recent production levels. The export crop sector is 
currently depressed due in part to recent declines in world prices. For the last two 
years, the export parastatals have been experiencing deficits because the margin 
between fixed producer prices and world prices are not enough to cover their costs 
plus export taxes.

Table 6 
Growth Rates of Export Crops

Crop Period Growth Rate

Cocoa 1971-87 -3.3
Arabica coffee 1971-87 -2.6
Robusta coffee 1971-87 4.5
Cotton 1971-87 7.9
Palm oil 1971-87 8.2
Rubber 1971-82 1.9

Source: World Bank (1988d), p. 5.
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The causes of the poor export crop performance during the past decade are not 
easy to sort out. Much blame has been placed on low producer prices. In the case 
of cocoa, Cameroon producer prices during most of the 1970s were low compared to 
Ivory Coast and investment was low as well. However, since 1978, producer prices in 
Cameroon have been substantially higher than in Ivory Coast with no apparent impact 
on investment or production. Other factors adversely affecting cocoa production 
include the manpower constraint compounded by recent high food crop prices, and 
poor supporting services including fertilizer delivery and marketing infrastructure 
(WorJd Bank, 1987, p.6). Cameroon produces a variety of cocoa that, because of its 
high fat yield and red powder, has a special market in Europe, especially Germany 
and the Netherlands. More could be sold if production could increase.

Table 7
Production of Export Crops 

(thousand metric tons)

1982/83 1983/84 1984/85 1985/86 1986/87

Cocoa 106.3 109.0 120.9 118.8 123.1 /4 "
Arabica coffee 24.9 16.8 18.9.. 19.2 22.9 /35"
Robusta coffee 105.4 46.9 118.9 76.8 120.1 v^
Cotton 72.3 94.6 97.5 115.5 122.8 -

Source: Lazard et al, 1987.

The most serious problems relate to Arabica coffee. Although Cameroon's 
coffee quota can be met with Robusta or Arabica coffee, and Arabica is a higher 
value crop, the share of Robusta in total exports has been steadily increasing. 
Production and yields of Arabica have been declining. Also, quality has declined to 
the point that Cameroon's Arabica sells at a discount on the world market. The 
basic reason appears to be that farmers in the Arabica growing areas are shifting 
labor to food production because it is more profitable. Consequently, aging trees are 
not being replaced and labor intensive measures to maintain quality are not being 
taken. The solution would seem to be higher prices. Despite the fact that the 
world price for Arabica coffee is usually CFAF 200/kg higher than for Robusta 
coffee the present producer price differential is only CFAF 35.

Cotton has been the fastest growing crop during the last ten years. This is 
due to a high producer price, the highest in Africa, and a reliable system of 
supporting services provided by SODECOTON, a parastatal. Growth in cotton 
production has been welcome because it is in the poorest driest part of the country 
where there are few alternatives for cash crops. The overall financial picture for 
the cotton sector is bleak. Cver half of the production is sold to local textile firms 
at below world prices, and at current world prices even exports lose money.

The livestock and forestry sectors are both experiencing declining production. 
The main constraint to livestock production is population pressrire in northern 
Cameroon. Crop production is expanding into increasingly marginal lands which were 
once used for grazing; similarly, population growth is reducing the size of the forest 
in Cameroon. The latter situation is aggravated by poor forest management practices 
and an apparently low quality of processing capability which reduces the value of
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forest production. Although, steps can be taken to slow the deforestation process, 
forestry cannot be expected to be a source of long-term growth for the 
Cameroonian economy.

i. Food Crops

While food production statistics for Cameroon are unreliable, a 
variety of sources indicate that per capita food production in Cameroon peaked in 
the mid-1970s and has since declined (World Bank, 1987; 1988d). The growth of 
agriculture in the 1970s was due to increasing land under cultivation in existing and 
new settlements, and to investing in regional infrastructure.

Increased demographic pressure in certain regions of the country, such as the 
Western and North Western provinces, may be responsible for a leveling off of food 
crop production in those areas. However, extensive government investments to 
develop sparsely-populated regions of the country—particularly in the Eastern 
province—failed to yield commensurate increases in food production.

Analysis of production data for individual food crops, however, indicates that 
pricing policy, availability of land and technology, and changing consumer preferences 
are inducing shifts in farm output, toward grain production and away from traditional 
root crops and certain export crops.

World Bank, FAO, and MINAGRI data (cited in World Bank, 1988d) note that 
major gains in production of maize, rice, plaintain and potatoes have occurred in 
recent years, for three reasons.

First, high absolute prices and relative price differentials have provided 
incentives for steady annual growth of 3.3 percent for plaintains and 2.9 percent for 
maize since 1971. In coffee growing regions this growth may have come at the 
-xpense of coffee, as farmers have begun diverting labor time from coffee to 
intercropped maize.

Second, competitive market price differentials for maize also appear to have 
slowed the expansion of millet and sorghum in Cameroon's northern provinces. The 
annual growth rate for millet and sorghum during the period 1971-87 was small, at 
0.3 percent, well behind average growth rates for all crops in the agricultural sector.

Finally, rice production presents a somewhat distorted picture. The 
government, the World Bank, and several bilateral donors sponsored the creation in 
the 1970s of SEMRY, a parastatal which now produces approximately 90 percent of 
Cameroon's rice crop. SEMRY has been extremely successful in increasing yields, 
from one ton per hectare in 1978 to 5-6 tons in 1983. However, a high cost 
structure, marketing difficulties, and—recently—competitive imports as the real value 
of the Cameroonian currency has appreciated have undermined the viability of the 
SEMRY operation. The future viability of the parastatal is under discussion.
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ii. Export Crops 

a. Cocoa

Cocoa is the largest single contributor (30-40 percent) to
agricultural export earnings. With total annual production in the range of 100,000 
tons, Cameroon is the world's fifth largest cocoa producer. However, this sector has 
performed erratically in recent years, with exports stagnating at approximately 90,000 
tons between 1977/78 and 1985/86. This figure is significantly below the production 
target of 139,000 tons in Cameroon's Fifth Development Plan (1981/86). Production 
declined 2.6 percent annually between 1971 and 1987.

This trend is not surprising. Nearly half of Cameroon's cocoa plantations are 
twenty years or more old, whereas optimal productivity occurs with plantings that 
are between seven and thirty years of age. Consequently, yields per hectare are 
low, averaging only 380 kilograms, compared to non-experimental yields recorded in 
the South West Province as high as 600 kilograms.

Incentives for new plantings of cocoa (like other export crops) are reduced by 
government pricing policies which incorporate high levels of direct and indirect 
taxation. The level of stabilization levy fluctuated between 24 and 75 percent 
between 1970 and 1985. Only some of this was returned to farmers in the form of 
rebates in good years, or as input subsidies and technical and institutional assistance. 
The remainder serves to tax the sector.

This situation is further aggravated by technical problems: Blackpod disease and 
capsid infestations are poorly controlled by planters due to inefficient delivery 
systems for fungicides and pesticides. Deficiencies in transportation infrastructure 
not only contribute to the erratic delivery of inputs, but also create marketing 
bottlenecks. Finally, institutional support to this sub-sector (including research, 
extension, credit and marketing) is inadequate.

Prospects for recovery and growth in the cocoa sub-sector are limited. Short- 
term recovery may not be possible without immediate improvements in the delivery of 
inputs and new growing stock. However, austerity and institutional complexities 
make this unlikely.

In an effort to remedy stagnation in this sub-sector, Cameroon recently 
drafted—and subsequently abandoned—the Projet des Plantations Industrielles 
(PLIND), aimed at promoting the creation of large-scale plantations. The program 
would have required accredited private cocoa and coffee exporters to invest in large 
scale plantations as a condition to preserving their export quotas. Prospects for the 
success of this program were poor, given that exporters have not traditionally 
participated in production and are unlikely to possess adequate technical expertise to 
successfully operate production facilities.

b. Coffee

Both Robusta and Arabica coffees are important sources of
rural income and foreign earnings. Robusta accounts for approximately 30 per cent 
of all agricultural export revenue, second only to cocoa. Arabica provides approx 
imately five percent of all agricultural export revenue.
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Annual /ariations in coffee exports since 1977 have introduced high earnings 
risk not only to small producers, but to the economy as a whole. Combined Robusta 
and Arabica exports in 1977/78 were 69,300 tons, rising to 105,000 tons in 1983/84. 
The combined effects of drought and low market price reduced exports to 68,000 tons 
only two years later.

External factors have provided a competitive advantage to the less profitable 
commodity (Robusta). Arabica, which commands a premium on world markets, is 
grown at higher elevations. In the densely-populated coffee-growing regions of 
Cameroon new areas suitable for Arabica cultivation are increasingly scarce. Having 
lower yields than Robusta, Arabica is usually interplanted with food crops, decreasing 
coffee yields as compared to an a multicropping scheme designed to maximize coffee 
protection, and thus reducing output of the sector.12

Official pricing policy has inadvertently encouraged a shift away from Arabica 
cultivation and toward food crops through a progressive change in relative price 
differentials between the two coffee varieties and other crops. As a CFAF 110 price 
differential in favor of Arabica in 1976 has declined steadily, to only CFAF 35 in 
1984, labor allocation has shifted from coffee toward more profitable food crops in 
Arabica-growing areas. With the larger differential, this has not occurred in 
Robusta-growing areas.

The Arabica sub-sector is characterized by aging plantations, with 22 percent of 
plants more than 25 years old and only nine percent under four years old. Nearly 
half of Cameroon's Robusta plantations, however, are under 12 years old, while only 
20 percent are 25 or more years old (World Bank, 1988d).

Coffee production in Cameroon is also beset by technical, policy, and insti 
tutional problems. Inadequate availability and untimely delivery of inputs, and weak 
linkages between research and extension agencies have detracted from efforts to 
promote increased production. Pricing policy (discussed in Section IH-A) has not led 
to increased efficiency in this sub-sector.

c. Cotton

Cameroon is one of the eight largest cotton producers in
West Africa, largely as the result of an intensive, long-term development effort in 
its northern provinces. While cotton accounts for less than 5 percent of total 
agricultural export value, strong linkages with food production in the Sahelian region 
have made it a critical component of the regional farming system.

Cotton production has risen steadily in recent years, climbing from 72,000 tons 
in 1982/83 to 113,000 tons in 1987/88. Exports, however, have fluctuated consider 
ably, from approximately 15,000 tons in 1977/78 to nearly 28,000 tons in 1983/84 to 
12,000 tons in 1986/87. A sharp drop-off in world prices since 1985 has reduced 
exports, while an upturn in prices in 1988 may reverse this fall.

19 The total income to the producer, including value of autoconsumption, is of 
course higher when food crop intercropping schemes are chosen by the producer 
rather than chosen to maximize coffee.
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In order to sustain purchases from producers, parastatal companies involved in 
ginning, oil pressing, and textile manufacturing for the domestic market have 
absorbed nearly 100,000 tons during each of the last two years. As a result, 
government subsidies have been compounded, from the level of the individual 
producer to the parastatal companies which must absorb non-exported production.

The Cameroonian government is committed to cotton production, and so supports 
it by regular increases in producer prices, administered by the parastatal 
organization, SODECOTON. The high cost of this policy during fiscal austerity in 
1986-1989 will tempt financial policy makers to abandon this policy. The future of 
SODECOTON itself is in question, due to its accumulated operating deficits, while 
the viability of other parastatals involved in processing and textile manufacturing are 
also under review.

d. Plantation Crops

Rubber, bananas, tea, and palm oil constitute Cameroon's
principal plantation crops, supported by parastatal and mixed-ownership companies. 
This sub-sector originated in the colonial era, but has grown significantly since 
implementation of Cameroon's Third Five Year Plan (1971-75), which shifted the 
orientation of agricultural development efforts from small-holder based extension to 
estate-based management and production systems.

Output increases since 1980 were due both to expansion of estate size and to 
application of research findings to current production (Table B-8.3).

Recent export performance of rubber, bananas and palm oil has been sluggish, 
due largely to cost disadvantages in world markets (see Appendix C.2). Several 
major estate operations shut down during 1987/88, or reorganized under private 
management contracts with foreign companies. The viability of the estate sector will 
hinge on greater efficiency in production for competitiveness within the Franc 
Zone,13 the competitiveness of the CFA Franc, and the financial health of parastatal 
companies charged with management of agricultural plantations.

iii. Livestock

Livestock production is a major source of income for approx 
imately 30 percent of the rural population of Cameroon, and constitutes 16 percent 
of agricultural revenue.

In 1986 the government estimated the national herd to include 4.4 million cattle, 
5.3 million small ruminants, 1 million pigs, and 14 million poultry (World Bank, 
1988a). Most ruminants are located in the Northern, Northwest, Adamawa, and 
Extreme North provinces, where the savannah and Sahel ecologies provide extensive 
grazing lands.

13 Including multinational corporations positioning themselves for supply to the 
EEC after the 1992 deadline for a common exterior tariff (based on interviews 
December 1988).
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In the northern provinces extreme seasonal variability and marginal conditions 
for cultivation favor nomadic and semi-nomadic pastoralism, accounting for 60 
percent of the national herd as well as dry-season grazing for herds from Nigeria, 
Chad, Niger, and the Central African Republic. About six percent of Cameroon's 
population (principally Foulbe, M'Bororo Foulbe, and Choa Arab ethnic groups) 
produce two-thirds of Cameroon's cattle and a significant number of small ruminants.

The sparse population density of these regions, as low as 3.9 persons per square 
kilometer, permits large farms which provides incentives for the use of draft animals. 
An estimated 100,000 hectares of food crops and cotton are farmed with animal 
traction.

Annual livestock production provides 120,000 tons of meat (of which, 75,000 
tons of beef), 45,000 tons of milk, and 2,300 tons of offal, with a total value of US 
$400 million (World Bank, 1988a; 1988d),

Time-series data (Table B-8.3) indicate a slight decline in livestock production 
since 1971, while per capita meat consumption increased by 25 percent in a growing 
population. Human population pressures and decreased carrying capacity due to 
environmental degradation have reduced livestock carrying capacity, while periodic 
catastrophes including the Sahelian droughts of the early 1970s and 1980s, and the 
1983 rinderpest and swine fever epidemics, have accentuated the negative trend.

National annual meat consumption is estimated at 15 kilograms per person 
resulting in total demand of 160,000 tons, leaving a production deficit of 40,000 tons. 
Approximately 20,000 tons of meat is imported commercially from overseas each year. 
Half of this is subsidized (by 40 percent of the c.i.f. value) frozen beef from the 
EEC, which has grown from 500 tons in 1984/85 to 9,500 tons in 1986/87.

High distribution and transport costs limit the effect of beef imports on 
northern markets, leading to regional marketing areas favoring the rapidly increasing 
urban demands and production deficits of southern Cameroon for imports, and the 
North for local production. In 1988 the import tax on imported meat and offal was 
increased, to protect local production. This will affect in practice only the price 
urban consumers pay, and the geographic frontier between the import versus the 
local marketing areas, according to comparative advantage. Inasmuch as this was a 
political reaction to increasing domestic costs (Appendix C.2), it will lead to 
increased evasion as much as to real protection of local production.

Estimates of live meat imports from the Central African Republic and Chad must 
be interpreted with caution. Official figures note that 100,000 cattle are imported on 
the hoof each year. A significant proportion of these are probably in transit to the 
Nigerian market. Estimates of the volume of this trade are biased since most 
transactions occur on the parallel market, with proceeds returning to Cameroon in 
the form of undeclared manufactured imports.

High mortality rates (5 to 10 percent in adult cattle and small ruminants, 20 
percent for calves, and 40 percent for lambs and kids) indicate that significant 
improvements are possible in the delivery of veterinary and extension services, if 
these can be delivered effectively.
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Prospects for the livestock sector depend upon effective measures to improve 
efficiency of production. Stagnating production reflects the combined pressures of 
population growth, the encroachment of agriculture on traditional grazing lands, 
sedentarization of nomadic and semi-nomadic herding groups, and mortality related to 
increased livestock densities and environmental degradation. Government policies 
regarding land use, management of land in the public domain, the encroachment of 
agriculture on marginally productive lands, and extension efforts to improve the 
efficiency of mixed agriculture/livestock production systems should be integrated for 
this subsector to grow.

Because bilateral interventions in the livestock sector during the late 1970s and 
early 1980s failed to achieve stated objectives, donor interest in this sector has 
diminished in recent years. However, recent World Bank commitments (including the 
$54 million Livestock Sector Development Project in 1988) underline the importance 
that the government attaches to this sector.

iv. Forestry

Cameroon retains 16.5 million hectares of its tropical forest 
endowment, of which 13.9 million hectares are considered to have commercial value. 
These are concentrated, for the most part, in Cameroon's dx southern provinces. At 
present only 7.2 million hectares are being exploited, under less than optimal 
biological, technical and economic management.

Production in forestry are highly variable. Between 1972 and 1982 the annual 
production of logs increased from 0.82 to 1.82 million cubic meters. Following a 
contraction of approximately four percent in total output of wood and transformed 
wood products in 1982/83, forestry output increased by 6.2 percent in 1983/84 and 
8.8 percent in 1984/85. Beginning in 1985/85, however, production entered a period 
of decline, ranging between -0.03 and -1.3 percent per annum.

Inefficiency in the forestry sector includes inadequate harvesting, trans 
formation, and transportation infrastructure, and the absence of forestry management 
plans. Of approximately one hundred private, mixed, and parastatal companies active 
in this sector, many are plagued by financial instability and management difficulties. 
High capitalization and recurrent costs of parastatal companies in this sector have 
not been compensated by commercial output.

The Government has responded to a need for more rational exploitation of 
fragile forestry resources by drafting a Tropical Forestry Action Plan and a strategy 
for the development of the sector. One of the principal objectives of the plan is 
preservation of near-depleted species and maintenance of ecological balance in forest 
zones. This may be too late for several species (Ayous, Sapelli, and Azobe) which 
have been exhausted by over-harvesting.

b. The Agricultural Policy Context

The objectives of the Government of Cameroon in agriculture are to 
(1) continue to be self-sufficient in food, including certain foods now being imported 
(rice, sugar, and edible oils), (2) provide the necessary incentives for continued 
growth in traditional exports, and (3) diversify agricultural exports.
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i. Food Self-sufficiency Policies

The government does not intervene directly in the production or 
marketing of traditional food crops. Although the Ministry of Agriculture and 
"regional development organizations" provide research and extension support to small 
farmers, input or output prices are not regulated. The Government does intervene 
heavily in the non-traditional food sector. It has invested heavily in rice 
production and has a set of import protection measures—mentioned earlier—-for rice, 
sugar and edible oils. These include pairing of imports quotas with local purchases, 
and the Price Equalization Funds which tax imports and use the proceeds to increase 
producer prices.

These measures can be justified only if (1) exporting countries are selling to 
Cameroon at below cost (dumping) or (2) the local production will eventually become 
competitive after it has become established. Otherwise, the country will be in the 
position of producing goods in which it does not have a comparative advantage. The 
World Bank (1988d) concludes that Cameroon is not likely to be competitive in these 
products and protection should be largely phased out.

ii. Export Price and Tax Policies

Agricultural export tax and price policies address two major 
concerns: (1) the need to stabilize prices so that returns to investment and labor 
can be predictable and not be totally subject to world price fluctuations, and (2) the 
need to generate tax revenues from export income including the taxing of economic 
rent. The crops most directly affected are coffee and cocoa. There are two major 
shortcomings in the design and implementation of these policies:

1. The Setting of Export Prices. The cocoa and coffee price stabilization program 
is managed by ONCPB. The fixed producer prices are allowed to fluctuate very 
little in response to world prices. They are theoretically set at a level to 
induce farmers to grow these crops. Although this provides farmers with a 
stable price for planning purposes it deprives them of any benefits related to 
strong world markets. This contrasts with the export price policy of the Ivory 
Coast where producer prices were allowed to move in response to world prices. 
During the 1970s this provided strong incentives for Ivorian farmers to not only 
produce more but also invest in future production. A more market oriented 
system for Cameroon would set a floor price and allow the producer price to 
move above this floor price in line with world markets. The share of increased 
income retained for the stabilization fund would rise progressively as the 
difference the world price and the floor price increased.

2. Export Tax Policy. Exports of coffee and cocoa are taxed directly as well as 
indirectly through the stabilization fund administered by ONCPB. Although the 
stabilization fund is meant to subsidize producer prices when world markets 
are weak, these funds have in fact been invested in other sectors and are no 
longer available for price supports. Between 1970 and 1985, the total tax on 
coffee ranged from 35 to 76 percent and on cocoa from 24 to 76 percent. 
From a policy standpoint, there is nothing wrong with export taxes and 
stabilization funds. The problem in Cameroon is that, in retrospect, the tax 
was set too high and the stabilization fund was mismanaged.
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The more basic policy issue is the proper balance between private initiative and 
government intervention. Leaving more of the income from coffee and cocoa to the 
producers implies confidence that their use of income and assets is efficient in the 
long run. Taxing that income for reinvestment by government implies that the 
government will use the funds more efficiently. There seems to have been a shift in 
official policy in this regard. As part of the recently initiated liberalization process, 
it is intended that the export price and tax system will be revised to leave more 
resources and initiatives in the private sector.

Related to price policy is the issue of input subsidies. Until recently, the 
major subsidy in Cameroon was for fertilizer, most of which is used on coffee. This 
subsidy is now being phased out with support from USAID. In addition, pesticides, 
fungicides and seeds are provided free to the export sector, and credit is subsidized 
to all farmers when it is available. This compensates to some extent for the 
excessive taxes discussed above but, in general, is an unnecessary drain on public 
resources and does not achieve the desired objective of increased input use and 
increased productivity. As noted in the World Bank sector review (1988d), producer 
prices, efficient marketing, and reliable delivery of inputs are more important 
determinants of how much farmers choose to spend on inputs.

iii. Cooperative Development

There are about 400 cooperatives in Cameroon, most of them 
involved in the marketing of coffee and cocoa. The role and performance of these 
cooperatives vary greatly depending on the extent to which they are managed and 
controlled by their own membership. The best functioning and financially strongest 
cooperatives are in the Western Region. They are involved mainly in marketing 
coffee and are not subject to marketing margins. In the Anglophone Southwest and 
Northwest, where cooperatives are controlled by their members but obliged to market 
through official channels at controlled margins, they are experiencing financial 
difficulties. The cooperatives in other areas were formed by Government and are 
managed by civil servants. These are generally ineffective and provide few benefits 
to their members. They experience chronic deficits.

Technical support for cooperatives is provided by two Government organizations, 
the National Center for Cooperative Development (CENADEC), and the Cooperative 
and Mutualist Directorate in the Ministry of Agriculture. These organizations have 
done little to strengthen cooperatives and in general tend to intervene in ways that 
reduce the control of cooperatives over their own activities and finances. Data 
obtained by the World Bank (1988d) team showed that internal marketing of export 
crops is inefficient, unreliable and costly, except where it is handled by self-managed 
cooperatives. Policy makers should reduce the regulations imposed on cooperatives 
and concentrate on improving their management in a free market environment.

iv. The Role of Government Organizations

Government involvement in the agriculture sector is character 
ized by a .arge number of organizations carrying out expensive programs whose 
activities are not coordinated and whose impact is difficult to measure. These 
organizations fall into four categories: (1) integrated rural development agencies, (2) 
crop promotion organizations, (3) crop production enterprises, and (4) agricultural 
support and marketing services.
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Although these organizations are supposed to be self financing they all operated 
at a loss in 1988. The largest money losers were SODECOTON (CFAF 14 billion), 
SODECAO (CFAF JO billion) and SEMRY (CFAF 9 billion). More importantly, most 
of these organizations have not succeeded in achieving their objectives. One notable 
exception is SODECOTON which has effectively provided a wide range of supporting 
services for cotton farmers. Other organizations have not been so successful. None 
of tae partstatals involved in export diversification have succeeded in becoming 
viable, and the organizations providing support services have either ceased to 
function or will cease to function in the near future.

c. Next Steps

The future long-term growth of Cameroon depends on a strong 
agricultural sector. The top priority of the government is appropriately to increase 
agricultural productivity and create and maintain an environment which encourages 
growth in traditional crops as well as diversification, especially in export crops. In 
the past Cameroon has relied heavily on direct Government involvement in production 
and marketing and has excessively constrained private enterprise. Now it must 
reduce its direct involvement, reduce or eliminate the protection and subsidies that 
have distorted decision making and resource allocation by producers, and improve 
government supporting services where such services are needed.

The specific steps to be taken are the following:

L Reduce or preferably eliminate taxes on agricultural exports except where a 
convincing case can be made that producers and/or exporters are collecting 
economic rent

2. Remove restrictions on the marketing of export crops, including as little 
involvement as possible in price stabilization. The objective is to encourage 
efficiency in marketing and expose producers as much as possible to market 
forces.

3. Leave export diversification and import substitution initiatives to the private 
sector. The government should support private sector initiatives rather than 
undertake initiatives and expect the private sector to follow.

4. Produce much better data, at both the micro and aggregate levels, on which to 
base government policy and private sector decisions. This is especially true 
with respect to farm-level returns for different crops. This argues for better 
farming systems research as well as better statistics at the national level.

The first three steps constitute a broad based liberalization program for 
agriculture. This implies a shift in attitude within government that sustained and 
equitable growth depends on a strong private sector responding to market forces 
rather than on large scale government interventions. There is some indication that 
the present crisis is changing some attitudes, but the feeling that only the govern 
ment can take the long view and assure equitable development will not die easily.



4. Industry and Services

As for other sectors, the data for industry and services are incomplete, 
false, and biased in their coverage towarJ enterprises with state participation. Any 
estimates of the size, and particularly of trends, in industrial or service sector 
growth must be treated as degrees of magnitude, with no special importance given to 
the particular value. There are not data available on capacity utilization, which has 
implications for discussion later about the ability of industry to respond rapidly to 
market incentives under liberalization.

a. Recent Performance

Industry grew at a rate exceeding 16 percent in real terms from 1980 
through 1985, led by oil (25 percent) and manufacturing (22 percent); manufacturing 
increased its share of GDP from eight percent of value added in 1980 to 15 percent 
(and about seven percent of employment) in 1988, with most of the growth coming 
from new foreign and government owned enterprises. Manufacturing is generally 
varied but medium sized, with most sectors dominated by a few large capital- 
intensive firms concentrated in high-cost import substitutes, agro-industrial exports, 
wood-based exports, and aluminum and consumer goods for local consumption and for 
export within UDEAC. Manufacturing value added accounted for 17 percent of non- 
oil GDP in 1988 (Table 8), approximately equal to that in 1985 and more than twice 
the share of non-oil GDP in 1980. The effective rate of protection in industrial 
value added varies from -24 percent in agro-industry to infinite in the chemical, 
mechanical, textile, and wood industries. State participation, largely through SNI, 
represents 51 percent of equity, dominating the ten percent private Cameroonian and 
39 percent foreign equity. Foreigners operate many private sector industrial firms.

Table 8
Commerce and Industry 
Share of non-oil GDP

(percent)

_______ 1980 1985 1986 1987 1988
Sector

Industry 28 27 25 24 23 
(Manufacturing) 8 18 17 17 17

Services 39 43 45 44 42 
Growth Rates: See Table 1.

Services, including commerce, grew more modestly at 6 percent and account for 
36 percent of GDP (42 percent of non-oil GDP) in 1988. More than 250 registered 
service companies vary from trade (import-export, wholesale and retail), which is 
dominated by local small private firms, to representation, distribution, and backup 
services, in which foreign and SNI investment is more common. Marketing of food 
crops is in the hands of small private traders, except for rice, and is efficient 
despite high markups due to transportation damage and loss. Marketing of export 
crops is by parastatals, private concessionaires, private and public cooperatives, and 
by the private sector, depending on region and crop. Entrepreneurship in trade is 
largely Cameroonian.
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Road transport is private, and of unknown profitability but highly competitive; 
it is growing in line with demand to satisfy basic services. The railroad (Regifer- 
cam) is state-owned, and operated at a loss of CFAF 8 billion in 1986/87; the 
national airline, Camair, in recent years reversed a long period of profitable growth 
with losses of approximately 24-33 percent of sales, and now has significantly 
negative net worth. Telecommunications suppliers are foreign, with domestic service 
operated by the FIT and international telecoms by a mixed public-private organiza 
tion. Tourism is mostly business travel, with 43 percent from Africa. The insurance 
sector is undergoing a period of consolidation due to recent portfolio and casualty 
losses, and a French company is buying the shares of other foreign insurers. 
Private providers—many religious—provide 40 percent of health services, but signif 
icant regional imbalances in distribution remain. The State holds a large stake in 
the banking sector as an instrument of its policy of firm control over the monetary 
system (Section A.4f).

The formal sector is dominated by foreign and government-owned enterprises; 
the Societ6 National des Investissements (SNI) participates on behalf of the Govern 
ment as an investor in most medium and large scale enterprises as it is entitled to 
under law. The domestic purely private sector participates mainly in small and 
medium enterprises (SME), defined as having less than ten workers per enterprise. 
There are about 40,000 SMEs in manufacturing, construction, and services (World 
Bank, 1987, p 11). The informal sector is poorly understood, but employs some 
400,000 workers (Section A.la above), or at least ten percent more than the formal 
private SME sector. During the 1987-88 liquidity crisis it is possible that Govern 
ment pressures to improve revenue collection from the formal sector have further 
altered this ratio in favor of the informal sector.

Rapid growth was arrested by drought-induced economic slump in 1982-83, with 
recovery since 1984 largely in traditional consumer-oriented industry: beverages, 
tobacco, sugar, soap, and construction materials. Since 1985 both industry and 
services have experienced a slump, with industry declining by 6.5 percent in 1987 and 
by 10 percent in 1988, and services declining by 5.4 percent and then 13 percent 
(Table 1). The refinery, SONARA, and the aluminum company, ALUCAM, registered 
small increases in production among the parastatal enterprises. Many of the other 
directly productive investments turned out unwisely. Few gains remain to be made in 
import substitution, while tariffs and non-tariff barriers, cost inflation and reduced 
possibilities for export under the current trade regime.

The Fifth Five-year Plan 1982-86 reduced the planned level of investment only 
slightly relative to savings and GDP, and favored support to agriculture, rural 
development, and social sectors rather than industry. Since 1982, public investment 
in manufacturing has been limited to the completion of certain projects begun under 
the Fourth Plan. Nevertheless, industrial investment exceeded the Plan targets, while 
other sectors fell short. Services growth were in line with the Plan targets.

b. The Industrial and Commercial Policy Environment

Local production in Cameroon is protected through the common external tariff 
of UDEAC (Table B-4.4), additional national taxes and tariffs (Table B-4.5), and 
import licensing and other non-tariff barriers (Tables B-4.1, B-4.2, B-4.3). Tariff and 
tax rates are widely dispersed, while exceptions are made under the old (pre-1984) 
investment code and under the fiscal regime have led to a distorted structure not
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only at the subsector level, but among firms intended to be competitors in the same 
product line.

Appendix C.3 summarizes customs tariffs, taxes, the exchange regime, and their 
impact on effective protection of Cameroonian industry. Industrial prices are 
subject to internal price control (Table B-4.7) which allow for a fixed price margin 
by product over costs of production. The system, based on the system used in 
France until the 1980s, accepts accounting cost information unrelated to of the 
lowest-cost factors which could be used in production, or their efficiency of 
utilization. As a result it gives producers no incentives to reduce costs.

When combined with firm-level variations in the effective rate of protection, 
the price control mechanism further isolates producers and their profitability criteria 
from market price resource allocation. The system is used to prevent local mono 
polies taking advantage of their monopoly rent in pricing. This form of consumer 
protection is necessary with the effective rate of protection calculated as infinite in 
more than half the firms sampled in the Industrial Plan (Table B-4.6); these firms 
were all in import substitution industries. Nevertheless, the monopoly power it 
opposes is not a market monopoly but one bestowed by the government itself.

In response to this, the new Investment Code, introduced in 1984, removed 
many of the firm-level biases, but not the overall bias in favor of capital. Tax 
advantages are also accorded to SMEs, with "automaticity" in benefits. In fact such 
benefits cannot be automatic when the bureaucratic apparatus continues to exist, and 
continues to discriminate against SMEs who buy inputs on the local market rather 
than importing them directly under special regimes. The extent of the benefits to be 
derived from such drawbacks are given in Table B-4.5, which indicates clearly that so 
many firms profit from duty-free import of most commodities that the regime 
discriminates heavily between the firms which receive exemptions and those which 
have not. Finally, in 1984 the Guaranty Fund FOG APE was restructured; in its new 
form it still failed to be effective.

Under this policy regime, the manufacturers created have made a moderate 
contribution to growth and to export, particularly within the UDEAC market, little 
contribution to employment, and no contribution to savings. The firms created in 
this environment contribute little to entrepreneurship except by chance.

Export production is disfavored under the current policy regime by (1) export 
taxes, (2) domestic cost inflation exceeding that of exportables, so the real exchange 
rate has appreciated even while the nominal rate has remained constant.

The Ministries of Plan and Industry have completed an Industrial Master Plan, 
with the assistance of UNIDO.14 The Industrial Plan's study of 49 enterprises (p. 
2) shows that (1) the general incentive structure disfavors exports, (2) the effective 
rate of protection (ERP) varies by sector greatly, distorting incentives, (3) existing 
incentives are for too capital intensive techniques, and for using imported 
intermediate goods rather than local resources, while (4) activities using natural 
resources dominate in categories where Cameroun has a comparative advantage.

14Cameroon, Ministcre du Plan et de I'Amenagement du Territoire, 1988, 14 
volumes, which is subsequently referred to as the Industrial Plan in this section. 
Two volumes are used in particular; Synthesis, and Policy Study.
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The constraints the Plan found to industrial development include (1) over- 
dependence on imported primary, intermediary, capital goods, under-utilization of 
local resources, and weak inter-industry linkages; (2) capital intensive technology not 
corresponding to resource endowment or to the local market; (3) low utilization rates 
due to small domestic market compared to the technology used, lack of maintenance 
of equipment, and obsolete equipment; (4) lack of trained personnel; (5) weakness of 
entrepreneurial class, and lack of investment possibilities; (6) limited savings mobil 
ization for new investment; and (7) the narrowness of the domestic market, 
aggravated by a non-dynamic distribution system.

An analysis of the economic policy regime is given in Appendix C.3. Several 
important components of the general policy regime, not restricted to Industry, which 
nevertheless impede industrialization include (Synthesis, p. 13):

Fiscal institutions:

1. Export taxes, introduced for revenue purposes, provide a disincentive toward 
traditional exports; and

2. Taxes for revenue purposes lead to administrative delays and provide cost 
disadvantages for local producers.

Monetary and Financial institutions:

3. The fixed exchange rate, designed for financial stability, serves to discourage 
exports;

4. ONCPB price policy, designed to stabilize prices, instead reduces incentives to 
export;15

5. Price control, established to stabilize domestic prices, reduces incentives to 
increase efficiency; and

6. BCD, intended to provide development finance, has put long term finance ahead 
of small enterprise assistance and sustainable leveh of recoveries.18

Trade institutions:

7. The progressive non-UDEAC tariffs designed for cascading effective protection 
of every level of production, serve instead to draw resources into final 
assembly-and-production rather than integrated production;

8. The single tax (taxe unique), designed to foster inter-regional commerce, fosters 
instead production of consumer goods based on imported inputs;

16 It may well not perform its intended task of stabilizing revenues or 
expenditures either. This is known in the economic literature and not pursued here.

10 BCD can equally well be listed under investment and business institutions in 
this classification.
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9. The TIP, designed to encourage import substitution, has the same effect as the 
above; and

10. Non-tariff barriers, designed to protect domestic producers, reduce competition; 
they also raise costs, lead to shortages, and promote inefficiency.

Investment, Business institutions:

11. The minimum wage, intended to stabilize the real income of workers, has the 
effect of pricing labor higher than its social opportunity cost;

12. The investment code, intended to encourage investment, tilts incentives toward 
large, capital-intensive projects;

12. CAPME and FOGAPE, intended to help SSEs, have their efficiency reduced by 
insufficient funding and slow, bureaucratic processes; and

13. SNI, established to promote large investments instead has concentrated in large- 
SCALE production units which are inappropriate in the internal and regional 
market.

Aside from the institutions and laws themselves, the CDSS team found another 
impediment in consistency in their application. Several businessmen (interviews in 
December 1988) complained about flexible reinterpretation of various and even 
conflicting laws by enforcement agencies, creating a "random" business climate.

Finally, the legal framework (bankruptcy law, incorporation law, registration, 
and others) appear to be insufficiently flexible to provide support for entrepreneurial 
risk-taking.

The Industrial plan has an extensive analysis of effective rates of protection 
(ERP) and domestic resource cost (DRC), or the cost in domestic resources of 
earning or saving one franc's worth of foreign exchange. The summary of results 
from its sample of 49 enterprises is given in Table B-4.6. It finds (Synthesis, page 
22) that (1) the average level of nominal protection is around 70 percent, with little 
dispersion around this mean, but (2) that cost differentials reduce the actual level of 
protection to less than the nominal level for principal activities; further (3) the 
nominal rate protection on final goods is higher than on intermediate, so the ERP is 
higher and more variable than are nominal rates; and that (4) many of the activities 
studied have very high level of protection.

Table B-4.6 indicates that the ERP on export is consistently negative (where 
exports exist), while for import competing industries the ERP is infinite on 25 of 49 
firms. This suggests that price controls on local monopolies exist largely to control 
the monopoly created by the State itself. The table also indicates a wide dispersion 
in domestic resource costs, as summarized in Table 9.

As a result, the Industrial Plan concludes that existing tariff structures induce 
distributional inefficiencies of great importance, drawing resources into high ERP 
areas. These, however, are usually not those in which Cameroon has a comparative 
advantage.
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Table 9 
Economic Efficiency of Industry

Sample of 49 firms

Classification__________ Number Distribution

Efficient (DRC less than 1) 11 22% 
Relatively low (DRC: 1.01-1.5) 7 14% 
Medium cost (DRC: 1.51-3.0) 11 22% 
High cost (DRC: over 3.0) 4 8% 
Very inefficient (negative value-added

at world prices) 16 33%

Source: Table B-4.6

In summary, policy should direct government planning and policy to be simpler 
(to facilitate, rather than impede, decision-making), more coherent (actoss sectors 
and over time), more transparent (both through simplicity and the possibility for 
actual and potential investors to predict clearly—non-tariff barriers, for example, 
lead to uncertainty), and more certain (about government goals and the institutional 
incentives created by planning and policy).

The Industrial Plan attempts to identify Cameroonian industry's comparative 
advantage. In the primary sector, it finds that (Synthesis, p 25-28) implicit taxation 
leads to a protection level of around 60 percent; since the DRC tends to be less than 
unity, this should be—and is, observing the share in world trade—an area of 
comparative advantage. Agro-industry receives less protection than does agriculture, 
about 40 percent, and so offers less incentive to export. There are exceptions, 
such as textiles with 300 percent protection. Other transformation of domestic 
resources (chemicals, aluminum, aluminum products) receive negative protection; 
exports are not protected, but local sales are protected more than 100 percent (even 
infinitely). The wide dispersal in ERP suggests severe distortion in resource 
allocation. The study attempts to identify specific industries with comparative 
advantage due to local materials, labor, and hydro-electric power. Industries which 
transform non-local materials are found to have no protection of exports, but high 
protection in the domestic market, reflecting the import substitution regime.

The informal sector is little known. A survey, (cited in IBRD, 1987, p. 12) 
found its major problems to include lack of suitable space, financial resources, and 
crediting and marketing problems which together caused a large proportion to fail, 
but these finding are not unique to Cameroon.

The service sector, operating under the policy constraints facing industry, 
lagged overall growth to 1985, but led (subject to measurement error) with a 17 
peicent real gain in 1985-86 (Table B-1.2).

The economic turndown since 1986 has revealed the weakness in the industrial 
sector, as industrial GDP fell by 6.5 percent in 1987 and 9.8 percent in 1988, with 
manufacturing falling by first 4.8 percent and then 8.8 percent in those two years. 
Services paralleled this fall, declining 5.4 and then 12.5 percent (Table B-1.2).

The weakness has not been across the board, however, but has been concen 
trated in companies doing business with the Government, which has been building
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arrears in its payments as actual expenditures have not fallen in line with the 
austerity budget. The firms reporting to the Syndicate of Industries (SYNDUSTRI- 
CAM), a private group with some parastatal membership, report a 10.3 percent 
decline in sales in the year to June 1988, roughly corresponding to the Government 
figure. Within this group (and limited by its sample of 102 member enterprises) the 
variation ranges from building and public works (down SI percent); plastic and 
rubber, transport materiel, and textiles and clothing, (down more than 25 percent); to 
agro-industry and foods, and furnishings (both up more than 10 percent) 
(SYNDUSTRICAM 1988).

According to the Sixth Plan, the Government intends to limit its direct 
intervention in industrial development and to leave it to market forces to stimulate 
and orient private-sector investment choice. The Government would intervene 
directly only on a selective and temporary basis only when the private sector does 
not respond to confirmed investment opportunities. In the above analysis, however, 
it has been shown that the current policy structure will not lead the private sector 
to respond to "confirmed" opportunities.

5. Financial Sector

The performance of the Cameroonian financial system has been mixed. 
The Government itself has excellent creditworthiness in international markets 
(Section A.le), and until the recent crisis it did not pre-empt the banking sector in 
order to finance deficits, unlike many countries. The financial system is poor at 
intermediation, with a weak deposit base consisting mostly of the Government, 
parastatal organizations, and large companies, which leaves it vulnerable to outflows 
from any of its major depositing groups; when they all have liquidity crises together, 
as has occurred since 1986, the system's own insolvency becomes clear.

The financial system consists of a supernational Central Bank, Banque des Etats 
de 1'Afrique Centrale17 which is within the franc zone11. The CFA franc which is 
used across the region has been fixed at one CFA franc equal to 0.02 French francs 
since 1948, with the French treasury prepared to intervene to maintain that value 
through an overdraft facility known as the operations account. There are no 
transactions costs converting from one to the other either in the BEAC countries or 
at the Banque de France, and hence virtually no exchange risk for investors from 
within the franc zone for transferring capital to any member.

This description makes clear that the member countries are required to manage 
their domestic demand so as not to lose "reserves" on the operations account through 
balance of payments deficits. Control over credit creation is the monetary instru-

17 Besides Cameroon, its members include Chad, Central African Republic, 
Congo, Gabon (all charter members from their colonial ties with France), and 
Equatorial Guinea. BEAC is headquartered in Yaounde.

u There exists a second super-national Central Bank for the West African (ex- 
french) states known as BCEAO. Although both use a currency referred to as the 
CFA franc, and both CFA francs are linked to the French franc with identical 
exchange rates, the two currencies are technically different. Some texts use lower 
case "cfa" to refer to the Central African franc in order to distinguish the two; this 
is not done here.
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ment imposed on the member governments to achieve this end. This has had the 
favorable side effect of imposing both monetary and fiscal19 discipline on the 
member governments, so the CFA countries have not had the crises caused by 
government deficit financing in other countries. It has also required quantitative 
rationing of credit. Restrictions on government borrowing are discussed in Section 
Ic; Cameroon's borrowing is less by half than the limit.

It is also a belief—nearly a philosophy—of BEAC that poor countries engage in 
little or no saving, so borrowing must be supported by rediscount lines of credit 
from the Central Bank. This "axiom" has not been supported by research elsewhere 
which has shown that in times of hardship the poor have had resources on which to 
draw, even though these were not in the form of funds within the formal banking 
system. This belief is combined with another "axiom" that low interest rates promote 
investment and growth. Together they mean that BEAC offers low interest rates on 
deposits, negative in real terms.

Foreign (French) interest rates are important in an open monetary system. The 
fixed exchange rate eliminates exchange risk, and capital movements are relatively 
free within the Franc Zone; there is some evidence that the banks place part of 
their reserves overseas where they can earn higher interest rates—partly due to 
margin limitations on intermediation spreads on domestic lending—while depositors 
who are able to place deposits overseas do so, too.

Institutional factors such as accessibility of bank branches affect willingness of 
the public to place their assets in the financial system. Branching too is weak in 
Cameroon, due to the history of low interest rates and hence low demand for branch 
banking, leading to a circular causation of low intermediation. Among private 
depositors, parastatal organizations and large private firms doing business with the 
Government are more than proportionately represented, as much by necessity as by 
desire, in the domestic banking sector.

The commercial banking system is highly concentrated and fragile. Four of a 
total of ten major banks control roughly 85 percent of all lending (World Bank 1987, 
p. iii). Faced with insolvency due to arrears of the Government and its major 
suppliers, and with the withdrawal of deposits by these and by the other major 
financial parastatals (ONCPB and SNH) on the liability side, and non-performing 
assets due to ill-considered loans which are six times bad debt reserves (on the asset 
side), the banks have become more risk averse than they were in the past, reducing 
lending to the private sector.

There is one development bank, the Banque Camerounaise de Developpement. 
Several of the parastatal regional development bodies have a quasi-banking function, 
usually serving to channel surplus government funds at subsidized interest rates to 
particular sectors. Among government non-bank financial intermediaries, FOGAPE 
(Fonds d'Aide et de Garantie aux Petites et Moyennes Entreprises), which offered 
guaranties for SME lending, is to be replaced by a bank, Credit Industrie! et 
Commerciel (CIC) which can offer credit on its own account. The need for this 
separate institution has not been shown. Similarly FONADER (the Fonds National de

10 Because government borrowing from the Central Bank immediately affects the 
monetary base, which is not necessarily the case with increases in credit to the 
private sector.
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Developpement Rural, or rural development fund) has been closed due to non- 
performing assets, but is projected to be replaced by the Credit Agricole du 
Cameroon (CAC) which is intended to be "better run" but not change any of 
FONADER's social and development-oriented policies.

In 1987/88 the three American banks operating in Cameroon—Bank of Boston, 
Chase Manhattan, and Bank of America—sold their operations (two to joint ventures 
between international banks and Cameroonian investors) with the Government's 
obligatory share. Although in each case this was part of a worldwide strategy of 
retrenchment and not specific to Cameroon, the timing has led the Cameroonian 
private sector to consider them not as "fair-weather friends" but as prescient profit- 
makers.

The informal financial sector consists at the bottom level of "tontines", or 
rotating lending "clubs" whose lending costs tend to be high, which depend for their 
effectiveness on social sanctions which may not always work (the CDSS team 
interviewed a businessman who complained of a "non-performing" tontine in which 
he was a net depositor). Tontines represent a substantial share of total credit to 
the Cameroonian economy, particularly SMEs, but they are rigid in design, do not 
permit term-transformation of deposits into longer term loans, and so segmented as 
to provide no financial intermediation outside the individual tontine—either between 
tontines and the formal sector, or among tontines—to improve the efficiency of 
intermediation. Unlike the commercial banking system, tontine members pay and 
receive positive interest rates.

In the anglophone provinces (Southwest and Northwest) there is an active credit 
union movement which, unlike the commercial banking system, are concerned with 
mobilizing savings. This movement has been successful, and has even placed deposits 
in a fledgling interbank market with the liquidity-short commercial banks, at 
commercial (positive) rates. The movement does not yet exist in the francophone 
areas.

Finally, in response to long-time discrimination against the businessmen of the 
Bamileke ethnic group, there is some evidence that these individuals are establishing 
informal sector banks. Two are known to exist in the formal private sector. One is 
Banque Unie du Credit which was founded in 1982 only to close within two months, 
reopened in 1984 only to reclose immediately, and is currently (December 1988) open; 
it is rumored that the Government is actively opposed to Bamileke private ownership 
of a financial institution. The second is Caisse Commune d'Epargne et 
d'lnvestissement, which has no State participation whatsoever. Finally, there are 
rumors that the Bamileke industrialists who attempted unsuccessfully to purchase 54 
percent of BIAO-Cameroun have opened an (informal) private bank and are seeking a 
Government charter without State participation.

Non-bank financial intermediaries include the insurance and pension industry, 
and the parastatal organizations concerned with "channeling funds" from the 
Government to particular sectors of the economy. In addition, as mentioned 
elsewhere, both SNH and ONCPB manage large financial asset portfolios.

The insurance industry appears to be divided in 1988. The traditional state- 
owned companies have serious problems, partly resulting from the requirement that 
part of their portfolio be invested in SNI participations and part of their reserves be 
in the formal banking system, which pays a low interest rate; another part is due to
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large claims in the non-life segment of the industry; the remainder is due to non 
payment of premiums by many companies, leading to cash-How problems. Another, 
private part of the industry, with little government involvement, is not in crisis 
(interview data December 1988), since individuals and small businesses keep their 
premiums up to date, while other firms are in between due to their exposure to 
enterprises affected by austerity. This segment of the market has refused to comply 
with the requirement (and the government has not enforced) that part of the 
reserves be invested in SNI, which does not offer a competitive yield or high 
liquidity. With a large portion of the life insurance market evolving as annuity 
contracts (essentially, private pension schemes), the private companies claim to be 
developing a large market share through aggressive and innovative marketing as the 
state-participation companies are retrenching. Still, the insurance industry is limited 
in the options available to it for investing its premium income; deepening of the 
financial sector would improve this situation.

6. Government Services

The role of the Government in the economy of Cameroon is preponderant. 
In addition to its responsibility for regulation and oversight of public services, it has 
also maintained the role of principal service operator, through a broad array of 
public agencies and parastatal corporations.

Over and above its role in providing and maintaining education, transportation, 
postal, health, and civil engineering infrastructure, the government is also the sole 
owner and operator of all public utilities (water, electricity, telecommunications), rail 
and air lines, port facilities, hospitals, and sanitation services.

Analysis of Government services is a complex task, given that line-item 
investments, management, and implementation responsibilities are cross-cutting, often 
involving multiple government agencies.

Attribution of government investments and recurrent costs is difficult for the 
same reasons. Both government agencies and parastatal companies, while discrete 
fiscal entities, receive extrabudgetary support for non-productive investments and 
activities outside their terms of reference.

Government services are the largest consumer of the public sector direct 
investment budget, even when narrowly defined. Sectoral attributions for the 
1983/84 budget indicate that "General Public Services" constituted 23.1 percent of the 
budget. This, however, is a general rubric which includes most government-owned 
buildings, physical installations, including official residences, embassies, and 
centrally-operated motor pools, and will not be analyzed here.

Similarly, the government defines general administrative operations, agriculture, 
forestry, civil engineering, and infrastructure as "Economic Services," to which 49 
percent of investment resources are allocated.

Genuine public services such as health (3.6 percent), education (7.1 percent), 
and "Housing and Community Services" (13.0 percent) are only minor parts of the 
government services budget which constitutes 96.7 percent of all budgetary attribu 
tions.
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7. NoB-agricuItural Sectoral Policy Issues

The most serious policy issues affecting commerce and industry are 
related to the macroeconomic environment, discussed in Section A.4. Other issues 
are related to price and tax policies, financial resources, and human resources.

a. Price and Tax Policies

The current investment code, tariff structure, and tax policies 
provide a heavily distorted environment which discourages investment for export or 
according to comparative advantage. Until these policy distortions are reduced, 
other interventions to aid industry and commerce will be ineffective. Related to 
this, limited market size (partially due to poor infrastructure, including tele 
communications) reduces the possible market for commerce and industry.

Export trade has been helped in the past by Nigeria's policy regime. A long- 
overdue reform of the Nigerian currency reversed the cross-border cost differential, 
eliminating an important market for Cameroonian industry and introducing competi 
tion in traditionally strong local industries such as enamelware. To the extent that 
Nigeria continues with its own structural adjustment program, these possibilities have 
been greatly reduced; if Cameroon continues with its own distorted regime, it will 
continue to have problems with former export sectors such as rice and small wares.

Despite a pro-private sector position at the highest levels of government, 
administrative delays impede investment projects, largely at the lower bureaucratic 
strata. In addition, public bidding shows strong discrimination against local entre 
preneurs—particularly those from the English-speaking provinces—despite substantial 
cost advantages compared to French-managed firms.

Controlled trade margins offer incentives neither to increase efficiency, nor to 
trade in high-cost regions, and provide serious disincentives for those in affected 
subsectors.

The informal sector, which employs more persons that the formal sector, 
continues to be adversely affected by the lack of a transparent legal, fiscal and 
regulatory environment, and through lack of access to finance.

b. Financial Resources

Industrial and commercial growth, particularly of small scale enter 
prises, is limited by the pool of domestic savings. Current banking regulations 
discourage savings mobilization through financial intermediaries, and offer insufficient 
interest rate spreads for banks to recover supervision costs of small business loans. 
Policy reform within the franc zone is necessary for a strong business-oriented 
private banking sector to develop.

The financial system is poorly unified, with informal organizations providing 
small, local credits and the large banks unwilling to provide loans and services to 
middle sized and smaller firms, leaving a "hole". Once policy reform has been 
undertaken, the issues of bank unwillingness to provide services (such as irrevocable 
letters of credit, which are now issued only against full cash payment), and of the 
bridging of the formal-informal gap, can be addressed.
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c. Training and Human Resources

In a less distorted policy environment, there remains a significant 
need for the development of appropriate management and technical skills for 
business. Any such program must be • demand-driven, responding to the needs of the 
entrepreneurial class. The noted and lamented lack of entrepreneurship itself is 
clearly a result of the non-competitive regulatory regime, so no special activities 
should be taken to promote it until the environment is modified and businesses have 
a time to adapt.

8. Next Steps

The key to assistance to the industrial and commercial sector lies in 
policy reform. In this domain, A.I.D. must work in coordination with the Structural 
Adjustment Program; continue policy dialogue; and use its expertise to provide 
working examples of liberalization, for instance for agricultural output prices.

A.I.D. can utilize its expertise and experience in such sectors as agriculture and 
health to assist in the privatization of viable parastatal institutions or their function, 
or in shifting the responsibilities of non-viable institutions to those run on sound 
management principles.

AJ.D. should continue its assistance to CamCCUL, and continue to push for 
financial sector reform. To increase investment, a first step would be to investigate 
the economic institutions which affect the savings mechanism in francophone areas, 
with a goal of designing an appropriate instrument for savings mobilization.

In a liberated business environment, the scope exists for PVO programs in the 
business sector to provide technical and management assistance to small and medium 
enterprises.
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C. POVERTY ALLEVIATION AND SOCIAL SERVICES

In various statements of official policy—including the Sixth Five-Year Economic, 
Social, and Cultural Development Plan, 1986-1991 (Cameroon, 1986) and its 
Development Strategy Statement (Cameroon, 1988)—the Government of Cameroon has 
underlined its commitment to "improving the most essential social indicators," namely 
health and education. While the past twenty years have seen steady gains in the 
well-being of Cameroon's people, recent data suggest that the country's rapidly 
growing population may have begun losing ground in several key areas.

1. Recent Trends and Indicators

References in this section are to 1989 social indicator data in Table Ten. 

a. Population

In 1986 Cameroon's population was estimated at 10,450,000, 
representing an average annual growth rate of 3.1 percent between 1973 and 1984. 
Recent studies, however, indicate that the annual population growth rate has 
accelerated in recent years to 3.3 percent, owing to an increase in the total fertility 
rate (6.5 in 1982) and decreasing child mortality.

In an effort to confront the issue of population growth, the government is 
currently formulating a population policy, expected to be announced in 1989. Because 
little or no reliable data exist regarding such key indicators as the modern 
•contraceptive prevalence rate, total fertility rate on the regional and national level, 
or the percent of the population having access to modern contraception, it is 
doubtful that the government is yet in a position to formulate an adequate approach 
to this problem. Given the certainty of extreme fiscal austerity over the medium 
term, effective policy-making and implementation will, of necessity, be given low 
priority.

b. Child Survival

While Cameroon's achievements in reducing infant mortality compare 
favorably with those of other countries in the region, disparities between rural and 
urban areas remain dramatic. While official statistics for the period since 1985 have 
not been released, informed sources indicate that during the 1985-1987 period infant 
mortality rose significantly, from 110 per thousand to between 115 and 118 per 
thousand, with the most serious increases occurring in rural areas. This suggests 
that cutbacks in operating costs, deactivated vaccination programs, and inadequate 
pharmaceutical and ORT supplies and are eroding the gains of the past.

Morbidity and mortality patterns in both rural and urban areas show pre 
dominance of infectious and communicable childhood diseases. Major causes of 
mortality include measles, tetanus, acute respiratory infections, and malaria. The 
1983/84 WHO survey reports that 50 percent of infant deaths were diarrheal-related, 
due in large part to rotavirus infection, socio-nutritional factors, and poor sanitation 
and water supply, and that neonatal tetanus also remains a serious problem.
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Most Recent 
Estimate

10.9
16.7

32
79
56
48
13

6.9
115
24

Table £0 
1989 Social Indicator Data

1965 1975

POPULATION:
Total Population (million) 5.8 7.4

Projection year 2000 
Population growth rate (per 000)

Total * 25
Urban 73 

Life expect, at birth (yrs) 46 52 
Crude birth rate (per 000) 40 47 
Crude death rate (per 000) 20 17 
Total fertility rate 5.2 6.3 
Infant mortality (per 000) 143 114 
Child death rate (per 000) 34 23

FOOD, HEALTH AND NUTRITION:
Index of food production

per capita (1979-81-100) 89 116 94
Per capita daily calory supply 2,043 2,328 2,080
Malnutrition (1978, percent):

Chronic (under 90% ht/age) 22.1 
Acute (under 80% wt/ht) 1.1 
Underweight (under 80% wt/age) 22.3

Source: World Bank, 1988d.
* Note: Population growth rate data cannot be reconciled with

crude birth and death rates. Problem lies with originally
reported Cameroonian data.

c. Food Security and Malnutrition

While Cameroon has made favorable gains in food production during 
the past several decades, chronic malnutrition and transitory food insecurity remain a 
matter of serious concern for particular regions and among particular segments of 
the population. Recurrent drought, expansion of agriculture onto marginally produc 
tive lands, and inadequate health and marketing infrastructure have rendered the 
northern provinces particularly susceptible to transitory food insecurity.

Official and donor efforts to create cereal banks and stabilization funds during 
the 1970s, however, failed based upon apparent misconceptions regarding demand 
magnitude. Evidence suggests that these interventions may have, in fact, 
aggravated transitory supply difficulties in some of the most marginally productive 
areas of the extreme north.

The prevalence of chronic malnutrition is significantly higher (19.4 percent) in 
urban areas than in rural ones (2.4 percent). Time series data on urban migration, 
market trends, and food supply leave little doubt that urban malnutrition is primarily 
a function of socio-economic factors.
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2. Sectoral Performance 

a. Health Services

Government budgetary allocations for health have, in recent years, 
constituted as much as 6.3 percent of the government services budget, compared with 
the WHO recommended average of ten percent for low income countries. In 1988/89, 
however, the health budget has declined to 4.6 percent. With $12.60 per capita 
spending, Cameroon remains on a high level compared to other African countries.

Nonetheless, budgetary imbalance is characteristic of the national health 
services due to overly ambitious investment programs skewed toward urban centers, 
and severe under-financing of non-personnel recurrent costs (Table 11).

Table 11
Government Health Budgets, 1986/87 - 1988/89 

(CFAF Billion)

1986/87 1987/88 1988/89

Investment 23.0 21.51 7.6
Hospitals 18.6 20.0 16.7

Internal Funds (11.2) (7.0) (1.2)
External Funds (7.4) (13.0) (15.5)

Primary Health Ctrs. 3.1 0.3 0.4
Internal Funds (3.1) (0.3) (0.4)
External Funds (--) (—) (--)

Other 1.3 1.2 0.5
Internal Funds (0.7) (0.6) (0.5)
External Funds (0.6) (0.6) (--)

Recurrent 29.8 5.6 24.0
Personnel 20.8 .21.2 20.2
Medications 4.2 2.2 1.9
Other 3.8 2.2 1.9

Source: World Bank, 1988c.

During the period 1981 to 1985, investments in health infrastructure and 
services totalled CFAF 2.6 billion, including the construction and rehabilitation of 
1,441 hospitals, clinics, pharmacies, propharmacies (basic village pharmacies), and 
mother and child care centers. While the public investment budget in health 
continued to grow in 1986/87, only 14 percent was allocs d for the construction of 
primary health centers, while 80 percent financed construction costs of hospitals. In 
1987/88 hospital construction consumed 92 percent of investment, particularly two 
urban hospitals (Yaounde and Douala).

Recurrent costs in the health budget remain low relative to other sectors. 
However, this includes a large allocation earmarked for administrative costs and 
personnel within the Ministry of Health, and a disproportionate share of personnel 
costs in rural and primary health care facilities (often as high as 98 percent of 
recurrent costs per facility).
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Since 1986, economic austerity measures have further exacerbated this situation, 
as budgetary allocations for medications have been reduced by more than SO percent. 
Field reports indicate a breakdown in central inventory and management operations, 
and chronic shortages of basic drugs and clinical supplies.

The Sixth Plan envisions a continued ambitious program of hospital 
construction during the next five years, during expenditures will continue to favor 
medical facilities in urban centers, at the expense of primary health facilities in 
under-served rural areas. In order to accommodate its budgetary requirements under 
anticipated austerity conditions the government is expected gradually to reduce the 
proportion of the health budget for preventative and public health programs and for 
purchases of medical equipment. The planned use of the health budget for urban 
hospitals, advanced curative medicine, and administrative overhead appear to be 
inconsistent with the Cameroonian government's declared and repeatedly enunciated 
objective of providing health care to all of its citizens.

Prospects for privatization of health services over the short-term are not 
promising, although new government commitments to cost-recovery (fee for service) 
are likely to improve prospects for private practitioners. Forty percent of hospital 
beds and an undetermined proportion of health services are provided by missionary 
societies and non-Cameroonian private voluntary organizations, most of which are 
making the transition to fee-for-service treatment. A uniform trend toward cost- 
recovery in health care is likely to transform public expectations regarding free 
health care that have become prevalent as the result of past practice.

b. Education

Since independence Cameroon has made impressive strides in 
improving access to education. Over a ten year period (1973-1983) annual growth of 
the primary education system was 4.5 percent, compared with population growth of 
3.6 percent. The ratio of gross enrollment at primary level per hundred primary 
school-aged children has been and remains one of the highest in the region, rising 
from 94 in 1965 to 108 in 1938. The ratio for secondary and vocational schools 
during the same period rose from five to 23.

While the Government has long been committed to the expansion of school 
facilities, serious constraints to the improvement of educational quality remain. 
Pupil/teacher ratios remain high, at 51 for primary schools. As enrollment ratios 
suggest, school drop-out rates also remain high, with only 57 percent of students 
reaching sixth grade.

Improvement in the quality of education is hampered by a variety of operational 
problems, which reflect budgetary imbalances (Table 12). Public investment in 
construction has only partially remedied the poor quality of buildings, equipment, and 
sanitation in the school system (Only half of all classrooms are made of durable 
materials, the largest proportion of which are private facilities.). However, a 
national scarcity of textbooks and materials (including teaching guides, student 
learning guides, and learning guides for teachers with limited training) is considered 
to be the greatest problem in the system.

The Cameroonian government is concerned that its primary and secondary
educational system has inadequate enrollment capacity, insufficient teaching staff,
high recurrent budgets, and poor overall performance. While the Sixth Five Year
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Plan has outlined an ambitious program of new school construction, even counterpart 
funds for externally-financed programs to which the government is already committed 
may be difficult to obtain.

Table 12
Government Education Budgets, 1986/87—1988/89 

(CFAF Billion)

1986/87 1987/88 1988/89 

Investment 22.4 20.8 22.3

Primary £ Secondary 13.6 16.9 19.3
Internal Funds (12.9) (6.6) (5.3)
External Funds (0.7) (10.3) (14.0)

Higher Education 8.8 3.9 3.0
Internal Funds (8.8) (3.9) (3.0)
External Funds (--) (--) (--)

Recurrent 110.1 105.9 96.1 
Personnel 65.4 64.3 59.3 
Operations 5.7 5.5 3.4 
Maintenance 0.2 0.1 0.1 
Scholarships 5.3 4.5 4.7 
Other, including 33.5 31.5 28.6

universities &
private schools

Source: World Bank, 1988c.

The 1988/89 government budget points toward increasing support to secondary 
and technical education compared to primary education, and increased constraints on 
non-salary expenditures.

The government's commitment to university education has been reflected in 
major increases in fully-subsidized student enrollment in recent years, although 
scholarships are being reduced under austerity. University population has risen from 
9,562 in 1980 to 13,709 in 1985. Increases in faculty at the national university have 
not kept pace with enrollments, with a student/teacher ratio of 19.

More than half the students in the National University study in the Faculty of 
Law and Economics, due to the limited capacity of university professional and 
technical schools and past demand for administrative personnel in the civil service. 
Only 17 percent graduate in the sciences, engineering, or business administration.

3. Policy Issues and Priorities in the Social Sectors

Prospects for long-term demographic growth, apparent decline in key social 
and economic indicators, and Cameroon's current economic crisis dictate a need for 
rationalization and for new priorities in health and education. The policy issues 
which must be addressed are consistent with policy and programming measures 
outlined in A.I.D.'s 1988 Action Plan for the Development Fund for Africa.
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a. Budgetary balance between personnel and operations costs, and 
efficient social service delivery systems

Reforms and establishment of priorities for recurrent cost budgeting 
will be critical to introducing efficiency in health and education. Rationalization of 
personnel costs, infrastructure, and critical supplies is necessary in order to improve 
service delivery and to free resources for population and family planning programs.

b. Health and education investment portfolios

A review of the health and education sector investment portfolios 
must be carried out to improve returns. Analysis should focus on returns to 
investment in capital intensive structures (using a sunk-cost approach), projections of 
recurrent cost requirements for institutions, and formulation of plans for cost 
recovery.

c. Balance between high quality services for the few and low cost 
services for the majority

Public investment and recurrent budgetary allocations have shifted 
toward capital-intensive facilities located in urban areas. An apparent decline in key 
social indicators suggests imbalances between urban and rural infrastructure, between 
primary, secondary and university-level education, and between primary health care 
and hospitals.

d. Balance between public funding and user fees

Progress has begun toward introducing cost-recovery for social 
services in both the public and private sector. Policy studies for equitable national- 
level fee for service programming should be promoted as a matter of the highest 
priority. Priority should be for to programming for cost-recovery in (1) health 
facilities and (2) the national university system.

e. Long-term investment planning for education

Given current demographic trends, education costs are expected to 
grow substantially through the year 2000. Projected increases of more than 90 
percent in the school age population could lead to a rise in annual education 
expenditure of me e than $450 million. Long-term financing arrangements are 
required to assure adequate resources.
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SECTION TWO 

SOCIAL, POLITICAL AND INSTITUTIONAL ENVIRONMENT

A. SOCIAL ANALYSIS

1. Balance and Equity as Issues of Fundamental Social and Political 
Importance

The first presidential regime after independence faced a crisis of legiti 
macy due to competitive—and sometimes violent—regional, ethnic, and economic 
interests. From its role as broker for national unity among divergent constituencies 
the presidency emerged as a highly centralized executive branch based on estab 
lishing working balance rather than consensus. This original role, however, has 
expanded progressively through interventions intended to stimulate economic growth 
and to offset inequities. The assurance of equity and balance has been an underlying 
political theme in the growth of the public sector.

The presence of Government in society and the marketplace created a new class 
of civil servants and public employees whose well-being is tied to sustained growth 
and political continuity.

In the current economic crisis, the government is confronted with the need to 
distribute the costs of austerity in the same fashL < as it once distributed the fruits 
of economic growth. However, it finds it difficult to impose austerity on a system 
that is dependent upon personality and patronage.

2. The State Apparatus as a Unifying Force

The principal force for social and political stability in Cameroon has been 
has been the executive branch of government. By consolidating power in the 
presidency, leaders have encouraged a popular perception of the state as the 
principal guarantor of political and social equity, and the engine of economic growth. 
The costs of preponderant government participation in the economy have been high 
in terms of both fiscal burden and rising public expectations.

The personalization of power by presidents Ahidjo and Biya reflects the 
hierarchical tradition of several major ethnic groups as well as a force for mediation 
among competing interests. Although the role of government has evolved since 
independence, the centralization of power within rigid executive institutions has been 
reinforced over ume.

The consolidation of formal power in the executive branch has been accom 
plished through the absorption of competitive interests (including political parties, 
labor unions, and traditional leaders) into a single national political party. At the 
same time, support of the traditional ethnic leadership has been sought through 
institutions which acknowledge its prerogatives in matters of local jurisdiction.

Popular activity is mobilized through the Cameroonian People's Democratic 
Movement, the sole sanctioned political party. In the absence of an official ideology, 
the CPDM is largely a forum for political activists. Membership is mandatory for 
traditional leaders, government officials, civil servants, legislators, and commercial
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elites, and replicates hierarchies found elsewhere in society. As an adjunct of the 
executive, its principal mission is to generate support for the regime at the popular 
level, assuring the presence of presidential loyalists in all areas of the country.

Following the 1972 Constitution (which allows the president to govern by 
decree), the legislative branch of government—the National Assembly—was left with 
few formal powers of its own and only limited tenure. Nonetheless, the early years 
of the Biya presidency saw a revitalization of its ranks, when legislative elections 
were thrown open to multiple candidacies. The result has been the emergence of a 
younger, somewhat liberal group of legislators and CPDM activists who enthusias 
tically support a nationalist, executive-centered economic and social agenda.

3. Centrifugal forces

a. Ethnic and Religious Interests

Cameroon has more than two hundred ethnic groups, whose linguistic, 
cultural, and political differences have often been perceived as a divisive force. 
While the Constitution recognizes the existence of ethnic, religious, and regional 
interests, overt politicization of these groups has been actively discouraged. Ranging 
widely in size, political complexity and social cohesiveness, they serve instead as 
informal interest groups. The Government attempts to downplay their importance as 
factors of policy and governance, although it remains sensitive to their concerns. 
Its emphasis on political balance rnd relative economic equity has become a critical 
feature of the decision-making process, as reflected in the apportionment of public 
resources and political appointments. As this balancing of interests has become 
institutionalized in practice, "scale-tipping" power blocs have sometimes gained 
disproportionate influence in policy-making.

Religious identity is a second factor influencing social and political balance. 
Islamic feudal tradition in the north contrasts with Roman Catholicism and Protestant 
Christianity in the south, with each often competing or assimilated with traditional 
beliefs. The Moslem-Christian dichotomy causes national political differentiation and 
constituency-building as salient as ethnic affiliation, and which cuts across ethnicity.

b. Regional Interests and Imbalances

Ecological diversity has resulted in a variety of regional economic 
orientations which are reflected in concern by political actors to obtain particular 
technical assistance, improvements to infrastructure, and more favorable market 
conditions for their regions. The predominance of particular export and food crops 
in certain regions has given a resilience to the national economy, but, internally, has 
served as a source of regional unity which cuts across ethnic and religious bounds.

Economic interest provides the principal force for regional cohesion. Regional 
elites seek to maximize gain to their constituencies within the national structure. 
Resources at the disposal of regional authorities are political capital, so projects and 
institutions have become their principal medium of patronage.

Uneven regional development serves as a source of social and political tension. 
For many decades, the economy has depended heavily on revenue produced by the 
more densely-populated and modernized southern provinces. A frequent challenge to 
governmental development policy comes from better-endowed regions, which argue 
that they are underwriting economic development efforts of less productive or
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deserving regions. The proliferation of regional development authorities and produc 
tion schemes during the 1970s and 1980s attempted to redress regional economic 
imbalance.

c. Linguistic Regionalism

An additional catalyst in regional competition stems from Cameroon's 
legacy of French and British colonialism, with the English-speaking minority located 
in the Northwest and Southwest provinces of the country. French and English- 
speaking constituencies with differing legal, administrative, and economic institutions 
compete for power and legitimacy within the nation, with the English legal apparatus 
better adapted to commercial law than the dominant French (Napoleonic) apparatus.

Institutionalized efforts to implement power-sharing between Francophone and 
Anglophone regions are a fixture of policy. However, frequent criticism has been 
voiced regarding lack of competitive awarding of government contracts to low-bidding 
Anglophone contractors, the assignment of innocuous ministerial portfolios to 
Anglophone cabinet ministers, or the undercutting of their economic and political 
power by the creation of parallel agencies and monopoly parastatals in Francophone 
regions. Some senior parliamentary and executive positions are designated—as a 
price for unity—as a prerogative of Anglophone interests.

d. Economic Class

The emergence of economic class structures in Cameroon is a recent 
phenomenon. The peasantry, the middle class, and government and mercantile 
elites—each occupy highly visible niches in the hierarchy of power and privilege,

Cameroon's peasant farmers, who constitute seventy percent of the population, 
and span all ethnic groups, religions, and ecological and administrative regions, are 
economically vital but unorganized, with little direct influence on the political 
process and policy-making. Their political disenfranchisement is evident in the high 
level of regressive indirect taxation and the urban bias of access to social services.

By contrast, the urban population has become a powerful minority receiving 
significant concessions. Its power results from progressive improvements in its 
educational level, its proximity to the seats of political and economic power, and its 
sensitivity to economic conditions. The urban population shows gross social and 
economic disparities, which includes large numbers of semi-literate and unemployed 
Cameroonian and foreign migrants. Employment in the informal sector (400,000) 
exceeds that in the formal private sector (360,000), though both are dwarfed by the 
disenfranchised agriculturally active population (2.9 million).

Cameroon's civil service also has become a socio-economic class. While it 
constitutes no more than five percent of the population, its support is critical to the 
survival of the regime. Its political interests are cross-cutting in nature, repre 
senting regional and ethnic concerns as well as the preservation of its own privileged 
place in Cameroonian society. As key operatives of the governmental apparatus, its 
members can effectively promote—or block—policy at the implementation level. It is 
also well placed to lobby effectively.
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B. THE POLITICAL AND INSTITUTIONAL ENVIRONMENT

1. The Ideological Basis for State Participation in the Economy

Cameroon's government is based on no formal political ideology. Although 
Ahidjo joined many independence-era leaders in a flirtation with "African socialism," 
pragmatism and European influence led him to a philosophy of government character 
ized as "planned liberalism.*

State intervention in the economy was initially limited to guiding the direction 
of economic development through the establishment of five-year development plans, 
and implementing programs to meet specific development objectives. Rapid demo 
graphic growth, technological change, donor interventions, accelerated urbanization, 
and rising levels of education fueled a proliferation of institutions for political and 
economic management, expanding the role and size of government.

Similar changes occurred in the regulatory environment for business and trade. 
In seeking to secure an environment attractive to investors and entrepreneurs, policy 
makers shifted gradually from corrective regulation to protectionism. Government 
protection grew to include routine protection for even the least efficient and most 
costly industries. As a result, in popular perception, Government emerged as the 
institution responsible for solving developmental and economic ills.

The State's commitment to increased employment, education and social services 
was thus transformed into an obligation to bear the full burden of their costs. This 
popular perception places a political burden on the government as and if it attempts 
to shift the burden of structural adjustment onto the individual economic actors of 
the economy.

2. The Central Role of Executive Authority

The structure of political authority in the Cameroonian presidency is a 
model for hierarchical relations and behaviors throughout the public and parapublic 
system. The centralized character of executive government contributes to a system 
of personalized authority, patronage, and limited administrative transparency.

Policy-making, budgetary formulation, political appointments, changes in the 
structure of government, and parastatal management are all within the political 
domain restricted to the presidency, resulting in a highly-centralized executive 
branch that is subject to few checks and balances.

Only a limited number of persons directly influence executive decision-making. 
These are generally presidential advisors and appointees, ranking officers of the 
security apparatus, and leading members of the private sector. This select—but 
changing—group is accountable first to the president at whose pleasure it serves, and 
second to its own bureaucratic, regional, and social constituency.

Highly-circumscribed authority is delegated to cabinet appointees, executive 
agencies, and the cadre of civil servants whose numbers have proliferated over time. 
While reforms expanding decision-making power at the ministerial level were initiated 
in May 1988, this process continues to lead to poor coordination between 
functionally-related ministries. The incentive structure thereby created for 
bureaucratic motivation impedes both efficient administration and integration of 
policy formulation and implementation.
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3. Problem of Coordination !• Policy-Making

Responsibility for policy-making is formally assigned to two ministries: 
Plan and Regional Development, and Finance. The two cabinet divisions are func 
tionally segregated and provide only a limited lateral flow of key information.

The relative influence of the ministries of Finance and Plan has shifted back 
and forth as the President has sought a responsive policy body to cope with the 
economic crisis. This has caused operational discontinuity and rivalry, impeding the 
flow of information across ministries. Exchanges of information, complementarity of 
action, and inter-ministerial cooperation generally are limited to those ordered from 
above within tightly-defined limits. The process deteriorates further when reforms 
are decreed by the Presidency and delegated to ministries uninvolved in their 
creation (and unaware of their implication) for implementation.

The policy role of Ministries is further undercut by the practice of creating 
task-forces and ad hoc commissions to represent all possible constituencies when 
addressing controversial policy issues. Finally, policy implementation is often 
undertaken through the creation of new institutions rather than by reforms in 
related line ministries, creating duplication.

The lack of joint ministerial responsibility in policy rises from both a narrow 
view of the policy-making process, and a preservation of internal power within the 
Presidency. Because Ministers are accountable politically to the President, many 
decisions are referred upward, even where the associated flow of information for 
sound policy-making is absent. This is replicated at lower levels, where spheres of 
personal responsibility are defined negatively and responsibility—but not always 
information—is forwarded to the hierarchy.

4. Issues: The Process and Pace of Change

The broad-based structural adjustment policies which the Government of 
Cameroon is currently negotiating with the donor community call for changes of 
several types and degrees. Although policy and management reforms focus on 
common objectives—efficiency and economic growth—they may imply a radical change 
in government ideology and practice which entails a high level of political risk.

Despite the official commitment to structural adjustment, policy implementation 
is reactive to a number of key issues.

a. Change and Preservation of the Regime

Under the constitution, Cameroon's presidential regime enjoys both 
sweeping powers and unlimited tenure. With such an open-ended mandate its first 
and most important objective is to remain in power through the exercise of social 
controls and risk averse policies.

Unequal distributional impacts of either continued crisis or structural adjustment 
could mobilize opposition or else erode support for the regime in key constituencies. 
The threat of reviving dormant political activism is almost certain to lead to a "go- 
slow* policy toward structural adjustment.
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Policy reforms in agricultural pricing, public employment and perquisites, 
parastatal and regional development agency closures, and cutbacks in highly-visible 
infrastructure development projects will be particularly susceptible to official 
caution.

b. Ideological Shift in the Role of Government

The Government is publicly committed to provide social services, to 
guarantee employment, and to serve as the principal engine of economic growth.

Key policy reforms—including a shift of the cost-burden for health care, 
education, and other social services to the individual, devolution of the economic 
decision-making powers of central government, and liberalization of the market 
place—would represent both an ideological and operative revision of this commitment. 
Such change is likely to encounter resistance among the risk averse within official 
ranks and among the public.

c. Absorbing the Economic Costs of Adjustment

While a SAP will be presented to the public as a Cameroonian 
initiative, in official perceptions the SAP will be an externally-imposed program, 
whose costs are to be shared, if not borne, by the international donor community 
which shared responsibility for the creation of some parastatals. This provides 
nationalistic grounds for resistance to unpopular reforms while obtaining financing 
(including recurrent cost financing) for institutions which are the object of reform.

This will lead to policy linkage between individual donors, policy reforms, and 
institutions. While this may ensure close monitoring and timely support for reforms, 
it may also have the effect of fragmenting what is designed to be an organic process 
of political and institutional change.

d. Reticence of Elites and Civil Servants lin Implementing Reforms

Patronage-based systems of governance are usually difficult to 
transform when economic returns on the investment of political capital decline. If 
governmental elites are deprived of resources, their individual influence and powers 
of patronage will decline as well, resulting in the erosion of the regime's strategic 
power base. Institutional elites and political actors within the government can be 
asked to accept reform measures which do not threaten them.

Change might be accomplished gradually through a transition to merit-based 
employment and performance-based compensation. While causing initial dislocations 
within the regime's elite power base. This would encourage more efficient perfor 
mance while preserving the advantages accorded to those in power. Delays in 
implementing this policy may be expected. Layoffs or withdrawal of government 
subsidies for civil servants must be implemented by the very constituency most 
damaged by cutbacks.

e. Social and Political Costs of Increased Unemployment

The liquidation and reorganization of parastatal industry, and 
cutbacks in the ranks of the civil service will lead to a highly visible increase in 
the numbers of unemployed. The ability of private industry to absorb dismissed
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workers will be limited over the short-term by the liquidity crisis, government 
arrears to the private sector, and declining new investment.

The public sector can no longer create first-time employment for school 
graduates, a reversal of past practice. Better educated than their predecessors, the 
new generation of unemployed will seek government assistance under "the old rules" 
and could have a braking effect on policy reform.

f. Balancing Distributional Impacts

Progressive erosion or scaling-back of public services will become 
increasingly visible with or without structural adjustment. While cutbacks have 
heretofore been absorbed by more remote regions, they are unlikely to become 
generalized until compensatory measures are identified and funded.

The opportunity for budgetary rationalization and restored efficiency over the 
medium-term will be weighed against the political costs of diminishing public 
confidence on a region-by-region basis. This implies that cutbacks in the provision 
of public services will be implemented tactically and unevenly, to be the least visible 
in politically sensitive urban centers.

5. Next Steps

a. Confronting the Issue of Institutional Viability

The structural adjustment negotiations currently underway have 
provided an opportunity for policy makers to review and evaluate the role of 
individual donors, and the continuities of their performance at sectoral and 
institutional levels. As a result it has become clear that in official perceptions 
USAID has tenure and a vested interest in a number of institutions (most notably 
agricultural research).

Under the evolving strategy for implementing the structural adjustment 
process, USAID and other donors will be expected to protect their institutional 
investments, by expanding beyond project assist into the provision of recurrent cost 
and other aid to these "vested" sectors. While such an approach may have merit 
over the short-term on a case by case basis, it permits continued complacency by 
policy-makers in the face of a permanent structural problem.

Several USAID projects are currently based in organizations which even the 
government has noted may be non-viable and candidates for liquidation. While the 
continuity of existing USAID institutional commitments must be addressed over the 
short term, this issue raises a more serious strategic concern.

AID must address the issue of institutional sustainability at the design stage 
for all of its projects. This is less an issue of institutional management than one of 
institutional viability in the marketplace for public goods and services.

b. Policy Dialogue

Dysfunction in the Cameroonian economy as a result of the current 
crisis suggests that many of the items on the development agenda can only be fully 
achieved through significant policy reform.
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Although a wide variety of policy issues are under debate in Cameroon, AID 
policy dialogue activity need not be formally tied to the SAP. There may in fact be 
strategic and political advantages to narrowly-selective participation in the structural 
adjustment process, leveraging policy reform with technical interventions at the 
sectoral, sub-sectoral, or institutional level. At this level, other constituencies 
within the Government can represent AID's interest in the fundamental high-level 
brokerage which leads to policy reform within the various factions of the elite.

FSSRP and other exercises point toward the need for a four-step, process- 
oriented approach in policy reform, with serious issues raised about USAID's ability 
to see the reforms through to implementation and impact

1) Institutional analysis to identifying specific reform requirements, the key actors 
involved, their formal roles, informal agendas, and rational constraints to 
change internal and external change at the institutional level;

2) The establishment of a strategy and action agenda which includes appropriate 
performance benchmarks against which progress may be measured;

3) Negotiations aimed at obtaining formal acceptance of the reform agenda by 
officials and key actors to be involved in the implementation of reforms;

4) Implementation of reforms through the appropriate modification of formal and 
informal rules, procedures and structures as necessary for all pertinent actors.

USAID Cameroon cannot expect uniform progress in this process within each sector, 
and so it must develop sector-specific guidelines and benchmarks in its Action Plan.

c. Obtaining the Maximum Impact and Systemic Change

Economic, social and institutional analysis indicate that the maximal 
return on development investments may be derived from a systemic approach which 
links policy and institutional reforms with technical interventions, and which 
leverages resources toward a related set of goals.

Within the broad context of structural adjustment, such an approach would treat 
related micro-level issues in building toward achievement of macro-level goals. This 
could be especially profitable from an institutional perspective, in that it would allow 
for appropriate interventions to take place across the field of public and private 
sector involvement.

USAID's involvement in agriculture suggests a possible strategic direction. 
Involvement in agricultural research, education, seed multiplication and supply, and 
more recent experience in policy reform related to agricultural inputs already 
represents policy-program integration. This model can be extended both vertically, 
within agriculture, and horizontally to other sectors.
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SECTION THREE 

STRATEGY FOR DEVELOPMENT

A. DEVELOPMENT STRATEGY OF THE GOVERNMENT OF CAMEROON

The explicit development strategy of the Government of Cameroon is revealed in 
three documents: The Sixth Five Year Plan (1986), the Industrial Master Plan (draft, 
1988), and the Development Strategy Statement (draft, 1988), or DSS, which was 
recently presented to the World Bank and ADB for comments. Of these, only the 
Five Year Plan has been officially released at the time of USAID CDSS preparation, 
so changes in the others may amend this analysis, which attempts to relate these to 
actual behavior which may reveal the implicit strategy of the Government.

The Sixth Five Year Plan (Cameroon, 1986) presents the most recent official 
statement of development strategy. Its goal?, which were debated at all levels of 
the Administration before being approved, are (1) food self-sufficiency through rural 
development, (2) promotion of forestry exploitation, (3) industrial development based 
on the domestic resource base, (4) encouragement of small and medium enterprises 
rather than large-scale enterprises, (5) infrastructure improvement, and (6) equitable 
regional distribution of development benefits. Although MINPAT claims the Five- 
Year Plan has been superceded by the DSS, these goals provide a point of departure 
for later discussion of the fit of official statements to accepted strategy.

The Industrial Master Plan (Ministere du Plan, 19S8) presents a sectoral 
strategy with policy and macroeconomic implications. Although published by MINPAT 
and consistent in its policy dimensions with the SAP, it reflects a strong influence 
of UNIDO in its drafting, and has not yet been approved as official strategy. It 
provides for (1) an economic and politic?! environment promoting a competitive and 
efficient private sector, (2) trade policy reforms in line with liberalization, (3) 
commercial policy which will create incentives for efficiency in domestic and export 
markets (including flexibility in price controls, and replacement of production taxes 
with a VAT), (4) an investment policy which eliminates criteria favoring large-scale 
projects and substitutes criteria favoring (a) value-added, (b) foreign-exchange 
generation, and (c) development of human capital, and (5) a monetary policy which 
supports the above.

The Development Strategy Statement (DSS), drafted and strongly supported by 
MINPAT (Cameroon, 1983), is not yet approved as Government Strategy. Reflecting 
strong World Bank influence in its macroeconomic sections, the draft is incomplete 
and cot yet wholly consistent between its sectoral strategies and the macroeconomic 
policy strategy which reflects resource constraints, and so may be modified or 
opposed by technical ministries or their constituencies before being accepted as 
policy. The DSS supercedes the Sixth Five Year Plan, is rooted in the economic 
crisis and the outlook (in the absence of an adjustment policy) for short- and 
medium-term growth, and i° intended "to express the will of the government to act 
to preserve the gains and pursue harmonious national growth."

The DSS is based on three principles: reducing constraints to the operation of 
a free market; transforming the State from a direct participant in production and 
distribution to a source of information assisting the private sector; and reorienting 
public services toward programs which improve well-being and productivity, The
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strategy developed concerns the public sector itself, and its interaction with the 
private economy. Stabilization and adjustment are its primary goals, while subsidiary 
complementary and sectoral measures are planned to achieve the goal of economic 
recovery. It sets its first priority as reducing the external and internal deficit, with 
the rigorous measures called for to be explained clearly to economic actors so the 
desired effect is understood and supported in their actions. Its second priority is to 
resolve the balance of payments deficit by increasing exports, reducing imports, and 
attracting autonomous foreign capital flows; this calls for both policies and sectoral 
interventions—some of which are drawn from the Sixth Plan—requiring additional 
funding. Its third priority is to offset or avoid the pernicious side effects of 
structural adjustment.

Issues raised by the DSS first priority—redressing the public sector fiscal 
imbalance in the medium term—concern (1) expenditures (the crisis nature of the 
need to finance operating and maintenance expenditures, the more difficult reduction 
in personnel expenditures, and the establishment of a budget planning mechanism), 
(2) arrears (bond issues currently used to repay almost 85 percent of arrears 
exceeding a threshold value will restore neither more-than-marginal liquidity to the 
private sector or banks, nor viability to the financial system), (3) revenue 
restructuring (including ways to expand the tax base and reduce tax disincentives to 
production), (4) the strategy for parastatal enterprises (including how to increase 
autonomy, reform the macroeconomic policy environment, and reduce monopoly 
power), and (5) an investment strategy to eliminate arrears and tie State subsidies 
and guaranties to contractual objectives.

Within this first priority, the Government proposes to make the financial sector 
dynamic by restoring liquidity and capital, reducing doubtful assets, and restoring 
management and profitability. Measures to accomplish this strategy include (1) liqui 
dation of some units; (2) State disinvestment from some private banks; (3) critical 
review of the proposed role of new State financial intermediaries Credit Agricole du 
Cameroun (CAC) and Credit Industriel et Commerciel (CIC) to assure their viability; 
(4) reforms of State participation in bank ownership, banking supervision, bank fiscal 
regulations, and interest rate and credit ceiling policies; and (5) establishment of 
money markets with a view toward eventual market-based monetary policy 
instruments.

Second priority is given in the Strategy to steps toward economic recovery, 
including sectoral strategies which are secondary to stabilization and adjustment and 
are thus either dependent on them or complement them.

The sectoral strategies are not always evidently linked to the overall priorities. 
The chief indicator of lack of coherence is the investment program priority list, 
consisting of (1) maintaining existing capital, (2) completing unfinished projects, 
beginning with those with the highest return and closest to completion, (3) under 
taking new projects with a high economic rate of return or high social objectives in 
the context of sector policies, and (4) disengaging from activities which are more 
appropriate for the private sector or local communities. Sectoral proposals are 
frequently inconsistent with this priority ranking. In fact, funds available for 
investment during the period of the CDSS will probably be insufficient to finance 
even the first two priorities.

Rural development strategy (the implementation steps of which are not yet 
determined) calls for (1) food security (reducing the public marketing role, improving 
drought reaction capability and the agricultural statistics apparatus); (2) promoting
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and diversifying exports (improved yields through research and extension services, 
new varieties, mechanization, reforms in subsidy policy as begun with USAID, FED 
(EOF), and IBRD, reform of the producer price structure to relate it to world prices 
and reduce subsidies, institutional reform iu research and extension, and revision of 
cooperatives legislation to give them more autonomy and less of a "social* role); and 
(3) generating rural income through increased productivity on existing farms, 
promoting EAMI (modern medium-size farms), increasing value added in transforming 
local products, accompanied by reforms in prices and marketing, institutional 
support, finance, and human resource development. The impact of the Price Equal 
ization Fund for rice, oils and sugar, which appears to oppose the liberalization, 
will be followed regularly.

Issues raised by the rural development strategy concern (1) the role of USAID 
in maintaining, strengthening and improving the policy role of the agricultural 
statistics apparatus during the fiscal crisis; (2) the returns to input and service 
interventions such as AID'S PROSEM project which are not demand driven and so 
support ineffective public policy; (3) possible AID interventions in other stages of 
agricultural production and marketing besides inputs, or into other crops affected by 
the proposed reforms; (4) Cameroon's ability to transform cooperatives from agents 
of the State to democratic local economic organizations, as well as AID'S potential 
involvement in the process; (5) the potential resource draw of EAMI, as well as its 
potential for capture by socio-political groups who seek to capture for themselves its 
subsidy element; and (6) the distortions on agricultural producer incentives by the 
Price Equalization Fund, with the effect on responses to the adjustment or on AID 
programs.

A forestry strategy is being developed separately in 1988/89; the DSS indicates 
that it will stress renewable forest resources and preservation of existing ecosystems, 
using long term permits based on forest management and controlled use of fragile 
and buffer zones, and on fiscal changes promoting the use of secondary essences and 
increasing domestic value added; the strategy calls for strengthening the forestry 
Directorate. Potential issues concerning the environment appear to be addressed, but 
environmental analysis of forestry and the EAMI await development of this strategy.

The livestock and fisheries strategy calls for cost recovery and privatization in 
inputs and veterinary services, but increased parastatal vaccine production. The 
fisheries strategy is one of import substitution—training artisans, improving preser 
vation, intensifying, and improving parastatals—and so differs markedly from that of 
other sectors.

The rural credit strategy is also interventionist, supporting the CAC, which— 
presumably unlike FONADER which it replaces—"will be managed according to good 
banking principles and which will respond to the financing needs of improving 
existing farms and the creation of EAMI." Independently, the strategy calls for 
special attention to village savings and loan associations. The issues it raises 
concern (1) Cameroon's willingness to address the requirements of sustainable 
financial intermediation, (2) AID coordination with other donor programs which 
undermine the development of financial intermediation (discussed later), and (3) 
possible USAID activity in the development of viable institutions for savings mobili 
zation and financial intermediation in the regions of Cameroon not reached by 
CamCCUL.
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The mines and energy strategy recognizes the dependence on world market 
conditions for minerals and on local demand for energy, and is oriented at increasing 
competition during the SAP; the longer-term project orientation it expresses will not 
be financed until economic recovery has been achieved.

The strategy for communications, transport, urban, and housing infrastructure 
calls for reorganization to increase efficiency, and for (1) cost recovery through user 
charges and (2) delays in expansion (particularly for ports or the PTT) in ail 
subsectors. It gives priority to profitable or employment-generating activities, and 
privatization of industrial and commercial functions. It calls for improving the 
functioning of the urban property market, and increasing the role of the private 
sector in housing.

Finally, the Cameroonian government does not propose a new strategy for 
human resources, but calls for rethinking the old strategy, by studying the structure 
and finances in education, training, and health, finding the core programs in each 
which defend basic levels of enrollment or coverage, and on the basis of this 
proposing a strategy and budget which would accomplish the core goals.

The DSS social dimensions are related to adjustment, with goals of (1) returning 
to strong growth in per capita income to protect the standard of living, especially of 
the poor; (2) reducing the transitional costs of adjustment on the most vulnerable 
groups; (3) restructuring social costs to provide affordable basic services to these 
groups; (4) improving the productivity and efficiency of human resources, particularly 
in the public sector; and (S) helping women in particular adapt to these changes. 
The actions called for include "reconversion" to new careers of those laid off by the 
public or parapublic sector using a "safety net" of grants and credit, encouraging 
self-employment of those laid off in the informal and rural sector, and developing in 
the medium term a well-thought-out, well-applied and efficient social security 
(welfare) scheme.

The Government's difficulties in implementing its investment strategy according 
to these priorities suggests a divergence between its formal and implicit strategy: 
new (1988-91) investment in international air transport infrastructure, the degree of 
investment in school buildings and equipment (given the operating budget for use of 
existing buildings and equipment), the capital-intensive support system for agricul 
ture, and the investments in water and telecommunications infrastructure are cited by 
the World Bank (1988c, p. 61). Its heavy investment in urban health infrastructure 
(for instance, central hospitals, including CAT scanners) rather ftan in rural 
infrastructure and services, its failure to provide operations and maintenance 
budgets for planned investment (IBRD 1988b, Cameroon 1986) raise ''sues concerning 
the discipline of the budgetary process under these new "priorities". The priority 
list suggests that the political imperatives under which these very low return 
proposals were accepted may lead to opposition for other, more difficult reform 
measures.

Related issues concern the tension which exists within the Strategy between 
reforms which will improve the functioning of the economy and direct interventions 
drawn from the previous strategy which only acknowledge a need for liberalization, 
such as CAC being established "according to good banking principles" to replace 
FONADER. Seme of this tension arises from donor disagreement on priorities, as 
analyzed in the next section—for instance, Germany's belief in the need to subsidize 
small business or agricultural credit and its impact on CAC--while some results from
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the resistance to macro reform's budget cuts on planned activities under the Sixth 
Plan; and still more arises from an unwillingness to abolish restrictive institutions 
(such as making investment licensing automatic when instead the requirement could 
be eliminated and the regulating bureaucracy liquidated) which other donors (such as 
France) are only beginning to eliminate from their own economy.

B. OTHER DONOR OBJECTIVES AND PROGRAMS 

1. Overview

Although the share of foreign assistance in the GNP of African countries 
has been increasing since 1980, it has fallen in Cameroon not only as a share of GNP 
(from 3.3 percent in 1980-81 to 2.6 percent in 1985-86) but also in absolute terms 
(from $264 million in 1980 to $213 million in 1987). This reflects in part the 
declines in some donors' programs worldwide. However, it also reflects, on the 
Cameroonian side, the economic crisis which has made it difficult to satisfy condi 
tions precedent to some loan financing, a general reduced capacity to absorb 
projects, an increase in bureaucratic bottlenecks, and delays in project implemen 
tation.

Six donors obligated more than 80 percent of development aid to Cameroon in 
the period 1985-1987, of which the U.S. represented six percent (Table 13). There 
are three major "levels* of support around CFAF 100 million (IBRD, France), CFAF 
20-40 million, and less than CFAF 10 million. This excludes food aid, military 
assistance, private investment, and aid provided through commercial channels, for 
which comparable data are not available.

Table 13 
Donor Commitments to Cameroon

Commitments Percent
1985-87 of

Donor____ fCFAF bill.) Total

World Bank 101.8 26.7
France 82.9 21.7
ADB 44.4 11.6
West Germany 32.8 8.6
Canada 23.6 6.2
U.S.A. 23.0 6.0
E.E.C. 22.2 5.8
Italy 18.9 5.0
Belgium 8.6 2.3
All Others 23.8 6.2
TOTAL 382.0 100.0

Source: EEC delegation to Cameroon, Nov. 1988

Donor strategies are related to that of the Cameroonian government, with the 
highest priority given to agricultural and rural development (ARD). However, donors 
differ in their approaches, instruments, and sectoral emphases. These strategies are 
covered in depth in Appendix J of the CDSS. Where country strategies are not 
known, strategy for Africa is considered.
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Table 14 summarizes sectoral emphases. France, Germany and the World Bank 
give high priority to transport and infrastructure, in which European contractors and 
supplier are strongly represented. Canada and France allocate a large share of their 
assistance to education and human resources development. Until recently, there has 
been little donor assistance to industry and energy, but this has been altered by 
German and Canadian assistance to small enterprises and to joint ventures, and the 
recent UNIDO assistance with the Industrial Master Plan (PDI, 1988).

Table 14 
Donor Sectoral Emphases

Transp. Energy Ind. & Health Educ.
Infra- Natl. Tele- & Soc. &

Source: ARD struct. Rsrcs. comms. Infr. HRD Other

Sectoral Emphases:
IBRD XX X
France X X X X X X
ADB XXX
Germany XX XX
E.E.C. X X
Canada X XX
U.S.A. X XX
UNDP X X

1985-87 Commitments:
Total- 30% 31% 6% 6% 6% 17% 4%

Source: donor strategy statements.

2. Bilateral Assistance 

a. France

France is the largest bilateral donor and second largest donor overall. 
Bilateral aid from 1960 to 1987 totalled CFAF 322 billion, 58 percent as grants and 
42 percent as loans. The CCCE has provided structural adjustment lending to 
Cameroon, the latest informally tied to the 1988 IMF Standby but disbursed in one 
tranche (the Standby was later suspended when Cameroon fell out of compliance).

The French Development Strategy introduced in 1986 targets Africa, which as a 
result receives 87 percent of bilateral aid. The strategy's "priority of priorities" is 
training and human resources development (including support and extension of the 
use of the French language, which some donors would not consider to be develop 
ment assistance). Sectoral strategies are: (1) in agriculture and rural development, 
support for self-help projects, cooperative research efforts; (2) in industry, private 
foreign investment and joint ventures; and (3) in health, infrastructure and improved 
hospital management. Finally, France supports structural adjustment, with an 
emphasis on maintaining socio-political stability throughout the process. France 
actively encourages NGOs, the private sector, and other institutions in the "co 
operation" effort, toward a goal of developing an industrial partnership between 
French and African institutions, and provides grants to small projects and programs 
by non-profit groups in this category.
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b. Federal Republic of Germany

West German bilateral assistance has as its goal the transformation of 
African countries into economic partners of industrialized nations through improve 
ment in living conditions and increase in their purchasing power.

German assistance criteria since the 1960s (preceding other donors) are the 
adoption of (1) economic reforms reflecting acceptance of economic liberalism, and 
(2) efforts to institute or strengthen democratic systems of government. These, plus 
country specific factors (colonial ties, use of the German PAL television standard 
rather than SECAM as in neighboring states), define the volume and nature of the 
bilateral program.

The first German priority is agricultural and rural development, for its contrib 
ution to employment, revenue, and food security; second priority is energy (conven 
tional, traditional, and renewable); and natural resources development is third. The 
criterion of economic liberalism has not precluded important aid to parastatals 
involved in rural development, and extends to identification of potential joint 
ventures using German capital or marketing Cameroonian production in Germany.

Transportation and communications infrastructure, exploitation of energy 
resources, and rural development have received the most assistance. Procurement is 
untied. However, due to choice of projects in which Germany has a comparative 
advantage, 89 percent of assistance funds were spent on German goods and services. 
Finally, German NGOs and Foundations are active in economic research and workers' 
training in Cameroon.

c. Canada

Canadian aid to Cameroon exceeds that of the U.S.. It is based on 
the principles that (1) the growth of developing countries has a positive effect on 
the Canadian economy, and (2) all segments of Canadian society, including the 
private sector, must participate in the cooperation effort; a substantial portion (11 
percent in 1985) of Canadian assistance is through PVOs.

Since 1988, Canadian policy emphasizes human resources development, rural 
development, support to small fanners, women in development, primary education 
and health care, environmental protection, and grassroots local development efforts. 
Since 1987 Canadian worldwide policy has included debt relief, including cancellation 
of official debt and rescheduling of Canadian commercial debt. Finally, the policy 
supports industrial partnerships between Canadian enterprises and local firms.

In Cameroon, infrastructure assistance has aided road maintenance and 
modernization of the railroad and Douala port. Other assistance has been in 
forestry, rural electrification, small enterprise promotion, and education and training 
through government institutions.

3. Multilateral Assistance

The World Bank's goal is to provide financial resources for productive 
purposes to developing countries. As such, it is the largest provider of external 
finance to Cameroon. As part of its change in strategy since 1980, it is increasingly 
focussing on sectoral and macro-economic structural adjustment lending to help
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African and other countries implement adjustment and recovery programs. Its 
assistance to Cameroon through 1987 amounts to SI.3 billion, in a variety of sectors 
including road and other infrastructure, agriculture and rural development, and 
education, but excluding health, energy, and industry. It has provided significant 
assistance to the parastatal and plantation sectors. The World Bank is currently 
negotiating the terms of a Structural Adjustment Program with Cameroon.

The Africa* Development Bank assists member countries address a variety of 
development constraints. Although it has only begun to formulate country strategies 
and does not yet have one for Cameroon, in general it emphasizes agricultural 
development (especially for food or for export), economic diversification, social 
development, institution-building, and lately, structural adjustment. The ADB is 
exploring solutions to the African debt buildup, and has taken several initiatives to 
strengthen donor coordination in Africa, particularly between itself and the World 
Bank. Assistance through 1986 totalled $250 million, a fifth that of the World Bank.

The European Economic Community (EEC) programs its assistance through five- 
year plans popularly known as the Lom£ Conventions. Its priorities are agricultural 
and rural development (97 percent of its contribution to Cameroon in 1985-87), basic 
infrastructure, and the development of industry and mining with an emphasis on the 
promotion of small and medium enterprises for the transformation of local primary 
materials. It is geographically concentrated in the northern provinces. Its 1990-1994 
(Lorn* IV) budget is estimated at CFAF 33 billion ($103 million), 69 percent grant 
funded. However, the EEC has had significant delays in implementation, leading to 
only 2.5 percent of commitments being disbursed within the first 50 percent of Lome 
III, due both to administrative inefficiency, and to the complexity of the projects. 
The EEC as had to. reprogram resources to faster-disbursing modes such as program 
support for fertilizer reform.

The United Nations provides technical assistance at a very modest scale 
becoming Cameroon's status as a "middle income" country. UNDP assistance for 
1987-1991 totals $16 million, covering rural development (including the promotion of 
modern medium sized farms, EAMI) and industry, followed by natural resources and 
transport and communications. It contributed funds and technical assistance (UNIDO) 
to the development of the 1988 Industrial Master Plan (PDI). The proposed program 
for 1990-1991 focusses on industry, particularly on implementing the recommendations 
of the PDI.

4. Non-Governmental and Private Voluntary Organizations

Numerous NGOs and PVOs (here collectively referred to as NGOs) operate 
in Cameroon. While many are local, single-purpose organizations, several are 
internationally-known development-oriented organizations with a significant program 
in Cameroon and important sources of funding from (1) private donors, in Cameroon 
and abroad; (2) the Government where it recognizes and supports their activities; and 
(3) from donor agencies. These programs each operate in Cameroon on budgets well 
under $1 million per year, and their national (macro-economic) strategy and impact 
must be judged in this context.

Larger international NGOs include Save the Children Foundation (SAVE), and 
Catholic Relief Services (CRS), both based in the U.S., CARE (Canadian, formerly 
American due to changes in support), Sata Helvetia (Swiss), and Hanns Siebel 
Stiftung, Konrad Adenauer Stiftung, and Friedrich Ebert Stiftung (all German). 
Canada, which disburses 11 percent of its development assistance worldwide through
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PVOs, is especially active, with the result that the Small Projects Administrator at 
Canada's Yaounde embassy serves as unofficial evaluator and coordinator for 
international PVO proposals.

The CDSS process did not involve European NGOs, some of which are special- 
purpose and limited in their resources. USAID will continue to be involved with 
their local offices in the appraisal of projects or programs. The West German 
government provides co-funding to NGOs, including political Foundations, for 
activities including economic research and workers' training in Cameroon. French 
NGOs receive grants for small projects and programs as well as support to local 
training institutions.

The strategy of an NGO in Cameroon is circumscribed more than that of A.I.D. 
by uncertain funding. NGO—especially PVO—funding comes from highly variable 
private charitable giving, from the now undependable government budget, and from 
donor governments and international organizations (IFAD). In February 1989, PVOs 
interviewed were attempting to reformulate their strategies to fulfill their organiza 
tional objectives while coping with budget cuts from all three categories. The 
budget planning (approximating actual) level of a representative NGO has dropped 
from $600,000 in 1988 to $350,000 in 1989; while it hopes to win grants bringing its 
planning level to $600,000 or more in 1990, it has had to lay off staff, and a third 
of its budget depends upon the Government which is in arrears on its payments and 
is reducing its budget. As a result, it is considering closing or restructuring its 
Administrative Office (on which liaison depends) in order to continue its level of 
development support. All PVOs interviewed express concern for AID—particularly 
AID/W—procedures which they find inflexible and incommensurate with the size of 
the grants received.

CRS has moved from food aid, into local institution-building and sustainability, 
providing very small project support co-financing with local groups in a partnership 
relation rather than one of donor-recipient. Save and CARE engage in community 
development, primary health care and child survival, in geographically determined 
zones. These activities have increasingly moved toward cost recovery and sustain- 
ability. This also gives them policy and coordination ability at the provincial level 
and, increasingly, in national policy fora. They propose a joint Child Survival 
strategy involving several PVOs in Far North province, with an emphasis on sustain- 
ability through cost recovery. The model, if successful, would provide leverage for 
policy change at a national basis.

5. Donor Coordination

No Consultative Group (CG) exists for Cameroon, although its formation 
is under discussion under the SAP. Cameroonian officials charged with administering 
foreign assistance support the establishment of a coordination structure under two 
conditions. First, it must not replace the current bilateral negotiations between 
Cameroon and its individual partners. Second, it must be coordinated by the 
Government rather than the World Bank or other donor. Current policy or program 
coordination is limited. U.N. agencies in Cameroon hold regular meetings under the 
guidance of the UNDP representative. NGOs and PVOs engaged in rural development 
were formerly coordinated through the Coordinating Committee for Community 
Development, now moribund. UNDP and the Pan African Institute for Development 
have attempted to involve NGOs in programs to reduce the social costs of structural 
adjustment, to a mixed reception where this conflicts with the organizational goals
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of the individual NGOs. Donor and NGO coordination is more effective at the 
implementation level, with informal ties between long-term project and program staff 
from the various donor agencies and their local counterparts.

6. Issues Concerning Other Donors

The intention of the Government to maintain its bilateral dialogue and 
serve as donor coordinator raises an issue concerning the ability of USAID to 
support recurrent costs without permitting Cameroonians to become complacent about 
the need for reform. The Government request—that donors continue to support their 
own ongoing projects and to supplement these with recurrent costs—raises questions 
concerning its commitment to significant policy reform. An effective response calls 
for donor coordination rather than competition, in order to avoid contradictory or 
redundant efforts.

Donor coordination also affects other CDSS issues, due to donors' (1) rational 
ization of support for dysfunctional parastatals in particular domains, such as social 
services, (2) subsidization of activities which can be viewed alternatively as having 
social-welfare versus productive outputs (such as small enterprises and rural credit), 
(3) support for 'prestige* public works projects with high incumbent debt loads or 
recurrent costs (such as specialized hospitals in Yaounde and Douala, and the 
international airport in Yaounde), and (4) programs with purposes contradicting the 
goals of economic adjustment and growth, particularly trade-driven proposals poorly 
related to Cameroon's needs.

USAID assistance through existing PVOs appears to provide a low-management 
component for the health strategy. However, PVO experience with the rapid 
changes in levels coming from AID funding remains an issue to be resolved in the 
Action Plan.

C. USAID DEVELOPMENT STRATEGY 

1. Introduction

Since the beginning of the economic crisis in 1987, it has become increas 
ingly clear that (1) Cameroonian government resource constraints are having serious 
adverse effects on the implementation and impact of AID'S ongoing projects, (2) the 
Cameroonian economy cannot return to a sustained growth path without major 
structural reforms, and (3) existing distortions within the economy prevent AID 
programs from achieving their planned objectives. Petroleum earnings are expected 
to decline gradually until reserves are exhausted toward the end of the century, the 
agricultural export sector has stagnated during the past decade, and the modern 
industrial sector cannot survive without high and unsustainable rates of protection.

The main conclusions of the CDSS analysis are that there is too much govern 
ment involvement in the production and commercial sectors and much of the private 
sector is inefficient and non-competitive due to excessive isolation from market 
forces. Unless these problems are corrected, there is little chance that Cameroon 
will return to the sustained high rates of growth that were achieved between 1970 
and 1985. These finding are consistent with those of the World Bank, the IMF, and 
the Government of Cameroon and are the basis for a structural adjustment program 
currently being negotiated between the Government and the World Bank.
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In this context, AID is not able simply to go on with business as usual. For 
AID projects to have their desired impact, the policy reforms that are being discus 
sed in the context of the structural adjustment program are essential. For this 
reason, it is proposed that during the period of this CDSS, the AID program be 
integrated into the overall objectives of the structural adjustment program. This 
implies a shift toward more non-project assistance aimed at policy reform.

This assistance will be accompanied by existing and perhaps new projects 
which will also be oriented toward policy reform. A key consideration in the 
redesign of AID'S existing projects is that the Cameroonian government has been 
unable to pay the recurrent costs of these projects during the present economic 
crisis and has asked that AID finance part or all of these costs until the budgetary 
situation improves, which they presume will be in two to three years. Donors agree 
that recurrent cost financing is essential for the effective implementation of their 
projects, but have made it clear that such financing must be directly linked to policy 
reforms aimed at reducing recurrent costs and increasing efficiency over the long 
run, e.g., improved management, reduced staffing, better budgeting, and increased 
efforts at cost recovery.

In line with the DFA Action Plan, the Mission has informed the Government 
that the programming of AID funds in support of the structural adjustment program 
will be based on Cameroonian performance in the use of these funds. It was 
explained that Africa Bureau funds will be allocated according to where they are 
used most efficiently, based on performance criteria agreed upon between the 
Government and the Mission before the start of the program. Exceeding the 
performance targets would indicate efficient use of funds and would justify increased 
funding. However, should agreed upon targets not be achieved, this could indicate 
inefficient use of funds and could lead to reduced funding. If these performance 
indicators are at all meaningful, it can be expected that reaching agreement will be a 
time consuming process.

For programming purposes, the Mission can divide its assistance into a "base" or 
"core" program which consists of projects or parts of current projects whose impact 
is not directly dependent on structural adjustment reforms, and a flexible program 
that can be increased or reduced depending on progress on structural adjustment. 
The need for flexibility in the structural adjustment support program argues for a 
predominance of non-project rather than project assistance.

2. Strategy Goal and Objectives 

a. Goal

Given the major structural problems identified in the analysis, the 
goal of the AID strategy should be broad-based sustained growth. The reason for 
choosing this goal rather *han a more focussed one is that dealing with one sector 
or one problem area will be to no avail if the structural constraints to sustained 
growth are not successfully addressed. Achieving this goal will, of course, be a joint 
effort of the Government of Cameroon and all donors. AID, in fact, will have a 
relatively minor role in terms of resources but, as noted below, can have a 
significant impact by concentrating resources in those policy areas where we are 
most knowledgeable and where the Cameroonians see us as having the most 
expertise.
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The usual indicators of success in achieving broad-based sustained growth are:
(1) growth in GDP and in the key productive sectors: agriculture and industry;
(2) growth and diversification of exports; (3) a positive balance of payments; and 
(4) a balanced current budget and increasing resources available for investment. In 
Cameroon, structural adjustments are unlikely to have a measurable impact on these 
indicators during the CDSS period. This is because (1) it will take several years for 
the structural adjustment process to be completed and even longer before the effect 
of these changes on the growth rate becomes evident, and (2) economic performance 
during this period will be affected by external factors including world markets, the 
effective exchange rate, weather, confidence levels in the private sector, and the 
political situation. Our studies along with those of the IMF and World Bank should 
enable us to make some assessment of how the economy is responding to the 
structural reforms, but these indicators will be too imprecise to be useful as 
measures of the impact of AID programs.

b. Strategy Objectives

Strategy objectives need to be presented at two levels. The first 
refers to the structural adjustment program, of which the AID program will be a 
part, and the second refers to the AID program specifically. The AID program will 
contribute directly to some but not all of the structural adjustment objectives. 
Other objectives not directly addressed by AID will have to be monitored because 
they affect whether or not AID'S own objectives will be achieved. Although there 
are specific indicators of progress in the achievement of the structural adjustment 
objectives, it is not possible to quantify them at this time. This is because the 
specific targets and timing of the structural adjustment program have not yet been 
negotiated and the institutional constraints to be overcome are still not fully 
understood.

There are three strategy objectives:

i. Increasing the Efficiency of the Public Sector.

At the level of the structural adjustment program, the key 
performance indicators are the following: (1) reduced recurrent costs achieved 
through improved policies, planning, budgeting and management; (2) civil service 
reforms, especially hiring policies; (3) improved budget management, including the 
current budget, the investment budget, and the budgets of autonomous agencies and 
public sector enterprises (4) improved tax revenue structure, including expansion of 
the tax base and reduced reliance on import and export taxes; and (5) the 
rationalization of public sector enterprises and autonomous agencies, including the 
liquidation of organizations that are clearly not sustainable and which have 
demonstrated that they are incapable of carrying out their mandates.

AID'S contribution to this objective will be focussed on agriculture, and more 
specifically on three public services: (,) improved agricultural policy, planning, and 
program coordination; (2) agricultural research programs that are more sustainable 
and better related to the needs of agricultural producers; and (3) an agricultural 
education program that reflects the reduced needs of the public sector and provides 
training that meets the needs of the private sector. This strategy recognizes that 
the World Bank will be taking the lead on overall fiscal and civil service reforms but 
that AID is well positioned to support reforms in the agriculture sector because of 
its long-standing involvement in the areas selected.
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Performance indicators will be agreed upon with the Government for each of 
AID's targets. In addition, key indicators related to the structural adjustment 
program will be monitored. These are: progress in civil service reform, 
improvements in the public budgeting process, and a systematic approach to 
improving the management and efficiency of autonomous agencies and public 
enterprises. Unless progress occurs in these areas at the overall level, it will be 
extremely difficult to make sustainable progress in the agriculture programs.

The AID interventions in support of increased efficiency in agricultural services 
also have longer-term capacity building objectives. These can be considered part of 
the core program and are essentially (1) the continuation of ongoing projects to 
strengthen research in food crops, especially cereals and roots and tubers, (2) 
improve agricultural statistics and policy formulation capacity, and (3) improve and 
reorient the system of agricultural higher education. Although these objectives are 
not directly related to policy reforms, their impact will be significantly reduced 
should the proposed reforms not be carried through to their conclusion. Also, the 
ongoing activities must be redesigned to a greater or lesser extent, and in some 
cases reduced, to reflect the changing conditions within the public sector as well as 
in the economy in general. These changes will be discussed in greater detail below.

ii. Creating a Market-oriented Private Sector

In terms of achieving sustained economic growth, this is the 
key strategic objective. In the absence of market signals, the private sector has not 
been able to make sound resource allocation decisions, and as a result has been 
experiencing slow and unsustainable growth over the past decade. Achieving this 
objective requires a major shift in policy makers' attitudes away from feeling that 
only the government can assure long-term development to one that places confidence 
in market forces as the most reliable way to assure the optimal allocation of 
resources and maximum efficiency of production. The targets of the structural 
adjustment program with respect to this objective are:

1. Revising the trade regime. The most urgent need is to remove non-tariff 
barriers which provide complete protection from foreign imports and therefore 
provide no incentive to cut costs. In addition, the tariff structure needs to be 
completely restructured and compressed to rationalize the level of effective 
protection and thereby eliminate the most inefficient and non-competitive 
industries.

2. Removal of price controls. These controls are now justified because import 
restrictions have created monopolies. The first priority is to remove as many 
monopolies as possible and, in those cases where price controls are still needed, 
design them so as to provide incentives for increased efficiency.

3. Strengthen the financial sector. The Cameroonian economy is not sufficiently 
monetized relative to its level of development. Also, interest rates are too low 
to encourage savings, which means that (1) there is a chronic credit constraint 
and (2) the banking system is extremely fragile because most of the deposits 
are owned by the Government and can be withdrawn suddenly and in large 
amounts. The steps needed are to increase interest rates, encourage the 
creation of new financial institutions, and stop forcing banks to lend to 
"priority" sectors at low or negative rates of interest.
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4. Reduce or eliminate export taxes, especially in agricultural products. In an 
open economy, toward which hopefully Cameroon is moving, the only justifica 
tion for an export tax is to collect economic rent. When world prices are 
below the local producer prices and the exporting organizations are experiencing 
substantial deficits, export taxes are clearly not appropriate.

5. Relate the export pricing system more closely to market forces. At a minimum, 
this involves restructuring the price stabilization program and privatizing 
internal marketing including cooperatives. Input subsidy policies should be 
revised in conjunction with product prices to remove market distortions and 
assure optimal allocation of resources in agricultural production.

6. Privatize parastatals in the production and commercial sectors, except those 
that provide public goods or are natural monopolies.

All of these reforms have been discussed between the Government, the World 
Bank, and other donors, and most have been accepted by the Government in its draft 
Development Strategy Statement. The next steps are to link them directly to donor- 
funded structural adjustment programs, including those funded by AID.

AID's targets with respect to this objective are concentrated in the agriculture 
sector. Once again, this is the are? where we have been the most involved and 
where we are most knowledgeable. It is an area with a strong relation to our 
concerns about natural resources and biodiversity. Given our resources, we would 
not likely be able to exert much influence on such matters as overall trade policy or 
across-the-board parastatal reform. It must be emphasized, however, that economic 
liberalization and the reduced role of government in economic activities must occur 
at the macro-economic level. The basic issue is the relative roles of government and 
the private sector in the productive sectors. This is an issue that cannot be 
addressed successfully on a sectoral basis.

These changes will not be easy because many in government still do not 
understand the thinking behind liberalization. As is clear from the official 
development strategy discussed in the previous section, although the Government 
accepts in principle to remove market controls and limit its role to the provision of 
public goods, in practice it (or some of its constituent components) intends to 
continue to participate directly and indirectly in economic activities. This is not 
surprising in view of its heavy involvement over the past twenty years. Even if the 
liberalization process were fully understood by all concerned, implementation would 
still be extremely difficult because there are so many vested interests in the present 
system.

This has two major implications. First, for Cameroon to enter into a real 
dialogue with donors, the resources being made available will have to be proportion 
ate to the importance of the reforms being considered. Second, resource transfers 
alone will not be enough. There will have to be a continuous process of close 
dialogue and negotiation to assure that the institutional constraints to change are 
truly and permanently overcome. For AID, this argues for a focussed program in 
areas in which our expertise is recognized and respected. It is our view that our 
most important advantage in the policy dialogue process is that we have a long 
experience in the agriculture sector and have a strong in-country capacity to analyze 
critical problem areas and pursue solutions on a sustained basis.
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Within this context, AID has three target* related to the creation of a market- 
oriented private sector

1. The removal of Input subsidies. This includes fertilizers, pesticides and 
fungicides, improved seeds, and farm machinery. AID will not be involved in 
the agricultural credit bank, but will take every opportunity to discourage the 
provision of subsidized credit, especially as a tool for promoting technologies 
which fanners would not otherwise adopt. The removal of subsidies will not 
only eliminate a large drain on public sector resources, but will also ensure that 
agricultural producers will make production decisions based on supply and 
demand condition rather than on government incentives.

2. More market-oriented agricultural pricing and marketing. This objective is a 
natural complement to the removal of input subsidies, since returns to inputs 
depend to a large extent on unhindered markets. Achieving this target involves 
(1) decontrolling agricultural export prices with as little price stabilization as 
possible, (2) improving the management and perhaps privatizing the major 
agricultural exporting parastatal (ONCPB), (3) removing controls on internal 
marketing, and (4) privatizing and strengthening the marketing cooperatives.

3. Improving financial institutions in the rural areas. Most saving and lending in 
rural areas occurs in the informal sector. In the long run, expanding the 
access of farmers and rural small enterprises to credit involves, first, mobilizing 
savings and then allowing those savings to be invested at uncontrolled interest 
rates. The measure of achievement of this target will be the increased number 
of viable rural financial institutions including, but not limited to, credit unions.

There is a large gap between the objectives of the AID program with respect 
to the private sector and what needs to be achieved at the overall level. As in the 
case of private sector efficiency, AID's objectives are not likely to be achieved if 
there is unsatisfactory movement at the macro-economic level. AID must continue to 
work in the multi-donor-supported policy reform aspects, and to monitor this closely. 
For agriculture to become efficient, competitive and dynamic, controls and govern 
ment involvement have to be greatly reduced throughout the economy. Performance 
indicators will include: the removal of export taxes, a major restructuring of trade 
policy, including the dismantling of non-tariff barriers, and large scale privatization 
of parastatals. Lack of progress in these areas will be indicative of a lack of 
commitment to economic liberalization, and the likelihood that performance in the 
agricultural sector will continue to be mediocre.

iii. Increased Efficiency and Equity in Providing Social Services

This is an area where, on balance, Cameroon has recently begun 
to perform satisfactorily relative to other African countries. Until the recent 
decline in economic activity and government revenues, most social development 
indicators showed sustained progress. Nevertheless, some imbalances remain and have 
been aggravated during the present economic crisis. First, the share of the current 
budget allocated to health and primary education has been declining. Combined with 
the unwillingness to reduce staff, most of the budget is being spent on salaries and 
very little for supplies and medications. Second, there is excessive investment 
spending relative to current expenses, and an over-emphasis on urban relative to 
rural areas. Third, special measures—not yet budgeted—will be needed to address 
the social impact of structural adjustment. Fourth, new and important foci for 
health programs, including child spacing and HIV/AIDS, will adversely affect social
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development. In addition there are problems related to the cost and efficiency of 
service delivery. These problems require improved management and increased efforts 
at cost recovery through user fees and, in some cases, privatization.

The Mission proposes to focus on improved management and increased cost 
recovery in the health sector. This is an area where we are already Involved 
through the MCH/CS project and discussions have begun on ways in which AID can 
help in addressing some of the basic problems facing the sector, including providing 
short-term technical assistance to address the cost recovery issue. Where appropri 
ate we will support increases in budget allocations to health and a redressing of the 
urban/rural imbalance in health service delivery. Effective interventions in these 
areas, however, would require some form of non-project assistance. This possibility 
is discussed further below. The specific targets of the AID strategy related to social 
services will be: (1) more effective and financially sustainable maternal and child 
health services, (2) establishing and increasing the priority of family planning 
program'j and (3) achieving broad-based improvements in health management at the 
sector level.

Here again, AID will monitor not only progress in achieving its own strategy 
objectives, but also progress in the broader structural adjustment reforms related to 
increased public sector efficiency. Of particular importance to our concerns in the 
health sector will be an improved budgeting process and increased attention to 
reducing recurrent costs.

3. Strategic Programming Options

A performance based assistance strategy must retain the necessary 
flexibility to respond to the success or failure of adjustment measures. This 
requires that the mix between Project and Non-Project Assistance can be modified 
during the period of the strategy to retain allocative flexibility. It further requires 
a system of monitoring and evaluation be in place that permits USAID to anticipate 
and adjust to changes in government performance and to changes in the economy.

The macro-economic policy issues associated vith the adjustment process, the 
sectoral issues defining the Mission strategy, and the issues concerning the 
Government's ability to respond to changes in the economic environment, were 
discussed in Sections I and II. At one extreme, it is possible that the Government 
cannot respond effectively to the new environment. If so, fiscal imbalances would 
continue, personal income and social indicators would show a downward trend, 
private capital flight would increase, personal gain-seeking by civil servants would 
continue, and poliihaJ pressures for changes in government would develop. The 
strategy which was developed above assumes that such a scenario will not occur, and 
that either external revenues improve or the government gains control over its 
expenditures. If this worst does happen, this CDSS will no longer be applicable. 
Instead, USAID would need to develop a social/institutional strategy to support 
institutions which are needed no matter what the development prospects (PVOs, 
health, statistics, possibly education). There would be little justification for 
assistance under the DFA, and levels would be driven by political rather than 
economic objectives.

The Structural Adjustment Program is based on a more optimistic scenario of 
serious reform measures eventually overcoming the crisis and returning the economy 
to a path of sustained growth. With official commitment and donor support for 
liberalization, this would gradually bring both fiscal revenues and expenditures into
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line with IMF projections, increase exports and productivity in domestic enterprises 
regardless of the world market conditions for primary exports, and eventually 
increase private sector employment after a transitional period of hardship as public 
sector and parastata! employment is cut and parastatals are privatized or liquidated. 
To achieve this, Cameroon must maintain a steady, committed, policy transition 
despite temporary hardships.

Under this scenario, A.I.D. and other donors would provide an increasing level 
of support to provide liquidity for the transition and support for restructuring, 
decentralization and privatization. Since the crisis could last only a few years, or 
alternatively could be drawn out to the extent that either external conditions or the 
Cameroonian response fails to meet projections, objectives must be clearly defined 
and time-sensitive in order that progress may be judged. To the extent that 
Cameroon fails to respond, changes in donor collaboration will be called for to 
increase the chances for policy reform. While a successful transition is implicit in 
development of the SAP, experience in other countries undergoing adjustment, and 
the political and institutional analysis of the Government given above, suggest that 
this will be difficult to achieve in 1989-91. As the government adapts, this may 
become the policy environment later in the CDSS period.

More likely, however, is an immediate future where on the one hand, the 
external environment does not worsen to the point where economic and political 
collapse occurs, and on the other hand, the Government incompletely commits itself 
to adjustment. Due to competing political pressures and the immobility of the lower 
bureaucracy, the Government may find itself unable to make its budget, investments, 
and implementation of policy changes consistent with its policy pronouncements. In 
such a scenario, the effects of such reforms as are undertaken are delayed and 
diminished compared to what they would have been with the full commitment of 
policy makers. Economic hardship would remain widespread, although enough reform 
would occur that donors could point to "successes". This would end either with a 
change in the external environment—favorable or unfavorable—with its implications 
for incomes and fiscal balance, or with a committed change in policy—also either 
favorable or unfavorable. The transition to growth would be delayed or perhaps fail.

In such a case, donor financial flows would prevent collapse of the economy, 
but the impact would be insufficient to return the economy to growth; debt burdens 
would grow, and needed adjustments would never get made. The political regime 
would survive, although incomes would stagnate overall as predicted private sector 
growth fails to occur. A.I.D. would in this case, support social services and possibly 
reduce DFA levels to support more successful reforms elsewhere.

The particular path followed, and the timing or possibility of the return to 
growth, have implications for AID levels, for policy dialogue, and for the mix 
between Project and Non-project support. Quantitative benchmarks to permit timely 
monitoring and evaluation of both the adjustment process and AID's Program are 
essential. Given the current lack of consensus on the most likely outcome, the 
USAID strategy must retain the flexibility to respond to changes, while beginning 
with the assumption that the Government will begin with a strong commitment to 
reform but may lose the will.

81



4. Examples of Possible Activities to Implement this Strategy

A portfolio of projects that is consistent with the above strategy and 
which the Mission might consider could include:30

a. Increased efficiency in the public sector with a focus in agriculture:

o Agricultural policy and planning project, if the Government of 
Cameroon is serious about it and it will in fact make a difference. 
The project should use some TLU results to make project outputs 
more policy-oriented.

o Agricultural research project related to cereals and roots and tubers, 
with a reform component to increase relevance of the research and 
increase efficiency. Alternatively, a non-project program aimed at 
far reaching reform.

o Agricultural education project with a major reorientation reflecting 
reduced public sector demand and the need to involve the private 
sector in the educational process.

o Sector grant aimed at sector-wide institutional reforms, including the 
reduction or elimination of many of the ineffective or unnecessary 
organizations and improvement of the coordination of those that 
remain.

b. A market-oriented private sector: 

o Input subsidy reform moving from fertilizer to other inputs.

o Movement into agricultural marketing with a sector grant focussed on 
the internal marketing of export err is and the privatization of 
cooperatives. This is a natural next si <o after removing subsidies on 
fertilizers which are used mostly on coffee. The main problem is 
that it may more appropriately be the domain of other donors who 
have traditionally dealt with Cameroon's export crops.

o A project to promote rural financial institutions. This would be very 
small and initially would focus on savings mobilization.

c. Increased efficiency and equity in the delivery of social services, 
concentrating in health:

o The MCH project.

o An eventual family planning project aimed at improving services and 
increasing the priority of family planning at the policy level.

a°This section is included by the analytical team as illustrative, not as actual 
proposals for a program which would implement the CDSS.
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o A sector grant aimed at improving the management of health 
programs and the delivery of services. This would work only if it 
were a multi-donor effort.

o HTV/AIDS.
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APPENDIX A 
Scope of Work for Analytical Study

The overall objective of the exercise is to produce a paper analyzing the Cameroon 
economy that will serve as the basis for USAID to draft a CDSS covering the FY90- 
95 period. This paper is to cover the major policy/institutional issues and principal 
sectors of the economy. The paper is expected to identify the best prospects for a 
growth-oriented and employment-generating development program involving A.I.D. 
The paper is to be based on review of available documents, interviews with key 
informants, and on-site observations. Original research is not anticipated.

This analysis should focus on the current economic crisis, its historical (particularly 
policy and institutional) antecedents; the broad structural adjustments (particularly 
in the policy and institutional areas) required for economic recovery and the 
achievement of sustained growth; and roles of the public and private sectors in the 
recovery/growth process. In the latter context, the paper is expected to identify the 
best options for a growth-oriented employment-generating USAID/Cameroon 
development program.

1. In its analysis of Cameroon's current economic problems and their resolution, 
the team will focus particular attention on the impact of the current liquidity 
problem, the GRC's budgetary problem (particularly the recurrent cost component), 
the employment problem, the policies that underlie these problems and the structural 
reforms required for their resolution.

2. In analyzing the institutional constraints underlying Cameroon's economic crisis 
and their resolution, the team will review the role and performance of key formal 
and informal public, para-public and private organizations (e.g. ministries, companies, 
cooperatives, associations, etc.) and systems (e.g. marketing, including pricing 
systems, the tax and tariff systems, investment and commercial codes, etc.) and their 
impact on the economy. The review will focus on the policy, legal and regulatory 
environment within which these institutions operate and over which they have 
control. The team will assess the policy and institutional change objectives of the 
structural adjustment program in terms of their likely impact on achieving economic 
recovery and sustained growth, and of their implementation requirements.

3. In conducting its analysis of Cameroon's serious economic problems and their 
resolution, the team will review in a depth appropriate to their economic importance 
and, in particular, to their potential contribution to economic recovery and sustained 
growth, the following sectors/subsectors:

A. Agriculture, including agri-business
B. Finance/banking
C. Informal sector
D. Trade/commerce
E. Industrial/manufacturing
F. Construction
G. Education
H. Health
I. Public Administration
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To the extent that in-depth analyses which are beyond the team's capacity are 
deemed required, the team will prepare scopes of work for such analyses.

4. In the context of its analysis of the overall economic situation, the team will 
assess the GRC's strategy and program for achieving economic recovery and long- 
term growth. Particular attention will be focused on the GRC's plans/programs for 
(1) achieving its stated objective of expanding the role of the private sector; (2) 
achieving a balanced budget while establishing a more rational relationship between 
salary and operating costs; (3) reforming the state enterprise sector; and (4) 
providing gainful/productive employment for its exploding young population, 
particularly those graduating from secondary schools and universities.

In assessing the GRC development program, the team will rely heavily on the 
documents prepared jointly and separately by the GRC, IMF, IBRD and USAID as 
part of the process of developing and negotiating policy reform and standby 
Structural Adjustment Progi«ms (SAP).

5. In the context of (1) through (4) above, the team will also assess the 
continuing relevance of the current A.I.D. program and its potential contribution to 
resolving Cameroon's most pressing constraints to economic recovery and sustained 
growth.

The team will assess the GRC's and USAID's capacity to meet the recurrent costs 
associated with the strategy and program recommended and, as appropriate, propose 
viable options such as the establishment of a trust fund to promote structural, 
particularly budgetary, reform and to help finance recurrent costs associated with the 
program's implementation.

6. In the context of (1) through (4) above the emerging IBRD/GRC structural 
adjustment program (SAP) is especially important. Based on available information, 
the team will identify opportunities for A.I.D. support of and coordination with the 
SAP through joint and/or parallel financing with the IBRD and/or other donors of 
one or more of its components.

7. Based on the analyses outlined in (1) through (6) above, the team will present 
specific recommendations regarding the most appropriate objectives, content and 
implementation approach for a growth-oriented, development strategy. Toward this 
end, team will present its conclusions regarding (1) the most appropriate role for 
USAID in support of GRC efforts to achieve economic recovery and sustained growth; 
(2) the strategy, time-frame and actions for adjusting program content; (3) the most 
appropriate implementation strategy given staff and operating expense budget 
limitations; and (4) requirements for further studies.

8. The above scope of work is subject to modification pending additional guidance 
from AID/W and the completion of other studies.

9. Towards the end of the team's stay in Cameroon, they are to conduct a short 
1-3 day seminar involving GRC officials, the private sector, other donors and A.I.D. 
on their findings and recommendations.
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10. Background
1. Availability of discretionary funds for the FY90-95 period will be in the 

range of Dots 5 to 15 million per year.
2. The availability of A.I.D. DH personnel will not increase during the FY90- 

95 period.
3. Emphasis should be on economic growth in areas in which A.I.D. can play 

an influential role.
4. Non project assistance with an emphasis on policy reform is to be 

emphasized. (A minimum of twenty-five percent of the USAID project 
portfolio is to be in non project assistance).

5. A major IBRD financed structural adjustment program is being planned and 
needs to be factored into any A.I.D. strategy.

Personnel requirement: 

Senior Development Economist:

Availability: 4 Weeks

Skills:
Excellent writing skills
Proven ability as a strategist/conceptualizer.
Excellent ability to make oral presentations and conduct public seminars.
French at the S-3/R-3 levels.

Experience:
Substantial experience in the analysis and design of, and familiar with 

implementation of development programs in Africa. Must have experience 
with structural adjustment programs and, in particular, with the 
requirements of policy and institutional change aimed at expanding the 
roles of the private sector under competitive conditions and reforming the 
state enterprise sector.

Familiarity with A.I.D. documentation requirements is a substantial advantage.

Function:
Conduct seminars. Has final responsibility for the quality and content of the

overall documents. 
Provides strategic overview.

Economist:

Availability: 12 Weeks

Skills:
Excellent writing skills, including the ability to render understandable to the 

full range of A.I.D. professionals an analysis of the Cameroon economy. 
Advanced degree in economics. Analytical skills adequate to analyze major 
sectoral policies, national budgets (from revenue and expenditure sides and, 
in particular, the recurrent cost reform efforts), and to scrutinize 
structural adjustment program involving major state enterprises.

French at the S-3/R-3 levels.
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Experience:
5 years experience in analyzing African economic issues. 
Familiarity with the A.I.D. documentation process is required.

Function:
Has primary responsibility for the economic analysis. Will work closely with 

USAID's economist to produce the economic report.

Social Scientist/Institutional Analyst

Availability: 12 weeks

Skills:
Excellent writing skills, that will normally have been demonstrated by previous

publications.
French at the S-3/R-3 levels. 
An advanced degr.e.

Experience:
A minimum of 5 years experience in analyzing institutional arrangements, in 

particular, intra- and inter-organizational arrangements (formal and 
informal laws, regulations, behavioral rules/patterns) that constrain 
economic development. Experience is essential in analyzing the impact of 
these institutional arrangements on private sector participation in economic 
development and the social/political costs of the structural adjustment 
process.

Function:
The institutional analyst is responsible for analyzing (a) the key institutional 

constraints to achieving recovery and sustained economic growth; (b) the 
structural adjustments required to resolve these constraints; (c) the social 
and political costs associated with such adjustments; and (d) the associated 
resource (including time) requirements for implementing such adjustment.
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Table 1.1
National Accounts

at 1985 Prices
(CFAF billion)

~ ACTUAL— 
198fl 1985 1986

Preliminary: 
1987 198

GDP (Current CFAF billion) 1569 3992 4166 4022

Gross Domestic Product
(Non-Oil GDP) 

Net indirect taxes 
Agriculture 
Industry

(Manufacturing)
(Oil) 

Services

Resource Balance: 
Exports 
Imports

Gross Domestic Expenditure 
Consumption: 
Private consumption: 
Central government:

Gross Domestic Investment 
Private (incl. SOEs): 
Central Government:

3788

2709
2709
145
754
764
221

-
1046

-5
624
-629

2714
2217
1981
236

497
na
na

3992
3247
121
854
1621
586
745
1396

424
1318
-894

3568
2788
2306
482

780
482
298

4358
3600
133
923
1674
620
758
1628

324
1290
-966

-4034
3235
2711
524

799
484
315

4237
3502
177
954
1566
590
735
1540

325
1196
-871

3912
3264
2672
592

648
374
274

3871
3192
153
959
1412
538
679
1347

398
1155
-757

3473
2947
2485
462

526
340
186

Source: World Bank Calculations (World Bank, 1988b)

93



Table 1.2
National Accounts

Growth Rate of Real GDP

1980-85 1985-86 1986-87 1987-88 

Nominal GDP 20.5% 4.4% -3.5% -5.8%

Gross Domestic Product 8.1% 9.2% -2.8% -8.6%
(Non-Oil GDP) 3.7% 10.9% -2.7% -8.9%

Net indirect taxes -3.6% 9.9% 33.1% -13.6%
Agriculture 2.5% 8.1% 3.4% 0.5%
Industry 16.2% 3.3% -6.5% -9.8%

(Manufacturing) 21.5% 5.8% -4.8% -8.8%
(Oil) 24.8% 1.7% -3.0% -7.6%

Services 5.9% 16.6% -5.4% -12.5%

Resource Balance:
Exports 16.1% -2.1% -7.3% -3.4% 
Imports 7.3% 8.1% -9.8% -13.1%

Gross Domestic Expenditure 5.6% 13.1% -3.0% -11.2%
Consumption: 4.7% 16.0% 0.9% -9.7%
Private consumption: 3.1% 17.6% -1.4% -7.0%
Central government: 15.4% 8.7% 13.0% -22.0%

Gross Domestic Investment 9.4% 2.4% -18.9% -18.8%
Private (incl. SOEs): 0.4% -22.7% -9.1%
Central Government: 5.7% -13.0% -32.1%

Source: Calculated from Table 1.1
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Table 1.3 
Public Service Employment 1974/75 to 1987/88

1974/75 1978/79 1981 1982 1983 1984

Civil Service:
Cat. A
Cat. B
Cat. C
Cat. D

Contractual:
Auxiliaries:

20,132
2,732
4,362
6,124
6,914
3,444

11,385

30,064
3,884
6,302

10,770
9,108
5,854

58,488

36,919
5,279
7,973

13,324
10,343
7,088

61,900

40,200
6,002
9,125

14,403
10,670
7,704

66,730

43,903
6,848

10,641
15,070
11,344
8,902

71,558

48,883
7,813

11,954
16,542
12,574
9,847

76,387

Total: 34,961 94,406 105,907 114,634 124,363 135,117

Ministry of Finance Payroll Total:. * 1983/84: 
1984/85: 
1987/88:

163,946
172,398
179,144

10.5%
14.2%
50 .6%

8.6%
8.0%
2.3%

28.2%

8.9%
8
7
4.

.7%
.8%
7%

9.2%
15.6%
7.2%
8.2%

11.3%
10.6%
6.7%

8.5% 8.6%

Growth Rates: 1978/79 1981 1982 1983 1984

Civil Service: 
Contractual: 
Auxiliaries: 
Total:

Notes:

Explanation of Categories:
Cat. A Management, policy-making, and control duties 
Cat. B Organization and execution duties 
Cat. C Specialized functional duties 
Cat. D Routine functional duties
Contractual: Fixed-term. Most later absorbed into permanent grades of 

civil service.

* Discrepency with Plan data concerns persons hired but not paid. 

Source: IBRD (1987, 1988c) from GRC information
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Table 1.4a 
INDEX OF CONSUMER PRICES IN YAOUNDE

T*»U 7.1l IKIW* Of OWSUMII filCII IK VAMWM 
(Hwi*r*t« IMUM

T*kl*M I.I I IMOICf MS nil A U OMttltUntM * VAUUM 
C*Mr*uft«l**« 4 r«v«*u

(1VM • 100)

W4/7S lt7*/7* l*7*/7? lt!7/f* 1*7*77* 1*7«/M IMO/tl 1MI/M IV*2/*1 It*)/** 1M4/M

ID
ON

bf*»*«* 
CUtklng 
Tr*««*orc«r!«t

IUci**Cloii 
I4uc*tlo« *

n»a

lBfort*« Product* 
t»c«l Product*

•4 0«Mr»

177.
11*.
HI.
U*.
747.
140.
144.
1*4.

ui^
IM.l
U».
101.]

Ift.) 111.
141.4 147.
1*7.1 17*.
1*1.4 It7.
2*7.4 17).
1*1.1 1*41.
1)7.4 171.
m.* in.

I MM 22L.

1 1*1.7 1*7.
) It7.7 121.
r iii.i 12*.

17).
IS7.
It*.
us.
no.
u*.
217.
It*.
117.1

104.1
114.
1*7.

It*.
1*4.
KM.
1*4.
114.
177.
17*.
m.

> w.i

1 7?*.]
> 2*r.<
1 1*4.1

111.
Ml.
141.
Itl.
147.
Itl.
1«7.
14).

. HU

1 141.1
i 111.
i m.

Ml.* 40*.
lt*.l «).
171.* Ml.
111.) «*.
1H.7 400.
111.4 111.
U*.t 1M.
1*0. 1 Ml.

. )0*.« U*.

1 1*1.4 144.
1 I)*.? 414.
r iit.i 17).

«7J.
124.
U*.
Itl.
M7.
2)*.
17*.
111.

Hj.j

114.]
471.1
444.C

))7.
2*1.
M*.
500.
471.
2M.
414.
in.

1 44i.<

1 Mt.1
> Ul.]
» 44). <

JI7.»
1*7.1
411.1
M4.*
Sll.l
11*.)
4V4.1
441.1

5 S«J

1 471.41
r m.»
> 474.*

•ItaMtt^tr** 

• 4m *MI|M«

TrM>*f*rt> 
Hy*l*iM «t 
UUlra 
(c«lMlti *c

IMICI ctwut

Hot*)



Table 1.4b 
INDEX OF CONSUMER PRICES IN OOUALA

T*hl* l.li 1MMM or OOMI1MCR MUCU III MMMLA (I)

1.] I IWICt MS imil * U GO*MMttTlflN * MMU (I) 

(fey I«M - IM)

l«l*/l) ltl)/l» ItM/ll Itll/H ltll/lt Itlt/M IMO/tl 1MI/H IM1/C1 !«•)/•* !*•*/•)

ft*v«r«i«i
HouMhuU

!•*•«<•

Tr«i«fort«tl«i 
ttesllh

Im 4, Otter fervlci* 

CCNtML INM1

Local Pr«4ucc« 
S«rvlcM i Other*

Ul, 
111, 
IH.

Ill, 
111

UI

IM, 
II), 
IM,

Ul. 
111. 
IM. 
111. 
lit. 
111. 
11). 
1*1.

111.

11).
IM
Ul.

11*. 
IM. 
IM.

ID! lit. 11). 1*).

U).
Ml. 
Itl. 
Ml. 
IM. 
111. 
II).

Ml.l 
111.1 
111.1

111.) 
II).* 
Ul.t

1*1.1 
711.1 
111.4 
Ml.l 
It4.4 
101.4 
1*1.1 
1(4.1

Itl,I lll.l llt.l

1M.I 
111.4 
?0*.l

IM. 
114. 
111. 
*l). 
IM. 
lit. 
1)1. 
Itl.

1*1.

1)1.
1*1. 
11*.

Itl.* 
1U.

wo!
110.
111. 1)1.
HI.

111.0 
141.) 
1)1.1

llt.l 
2*V.t 
2(1.* 
Ml.* 
Ml .4 
1*1.1 
U*.t 
Ml.*

111.* 
110.4 
114.)

Mt.l 
140.0 
MO.l

111!* 
14».t 
lit.*

VM.l j**.t

110. J 
1SI.O 
It*.*

110.) 
Ml.* 
H4.1

*M.4 
)}*.* 
17).*

141. 
III. 
111.

It).?

Ml.l 
407.1 
1J4.)

rrMultc 
••litwia it t*k«c

•« MM! 
UUIr* 
fcttMltl •

IMIICI OCMUUL

ArtlcU* 
Article! toe. 
S«nrlc«« »t

(i) (1) CMK«(M*C <•• ••pain** «t l«vr« (*«tll*«.

IMVM.



Table 1.5 
Profits for Sectors with SNI Participation

(CFA Francs millions)

Total All Subsectors: 

Primary Sector:

Agro-industries 
Fisheries, Livestock 
Wood and pulp 
Development Societies

SNI Participation, pet. 

Secondary Sector:

Food industries: 
Textiles, clothing 
Construction materials 
Leather and Skins 
Metallurgy, electro-mech. 
Chemical, fertilizer

SNI Participation, pet.

1980/81 

(16,022)

(9,929)

(4,567) 
(253) 

(2,960) 
(2,149)

19.9%

(6,093)

(1,384) 
(565) 
(647) 

(1,280) 
(666) 

(1,551)

1981/82 

(50,105)

(34,931)

(5,446) 
(295) 

(26,076) 
(3,114)

27.7%

(15,174)

2,894 
(1,289) 

(644) 
(821) 

(6,715) 
(8,599)

1982/83

(60,996)

(52,174)

(9,483) 
(232) 

(38,855) 
(3,604)

1983/84

na

na

na 
na 
na 
na

27.1% na

(8,822)

4,113 
(1,778) 

(273) 
(164) 

(6,941) 
(3,779)

9,890

4,514 
(2,283) 

1,869 
(912) 

(1,779) 
8,481

1984/85 

(15,442)

(24,818)

(1,664) 
(1,029) 

(21,491) 
(634)

26.1%

9,376

5,157 
(660) 

1,913 
(285) 

(3,447) 
6,698

21.1% 22.2% 20.9% 18.5%

Source: Societe Nationale d'lnvestissement
Reported in Plan Directeur d'lnvestissement du
(1988) 

Note: Totals do not add correctly in original

na = Not available.

19.4%

Cameroun
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Table 2.1a 
MONETARY SURVEY: Liabilities

T*kU 4.1l HOMCim SUIVIT (I)

T»M««i ».l I •ITUATIM MONCTAIU - tUUt (I) 
(U kllllMM •( CM IrcKC/U alUUr** *• lr«*ca CM)

1*14 Itlt

<te.~, «.l 44.1

fr-Mf^lC. 44.1 IU.4

Iwk* 47.1 118.1
C.C.P. ».4 4.»

MM, 1*4. • 144.)
to 

'° Q^l H-«T MA "••

Mi»>y M4 Ojitt«t HtMf US.) 1*4.1

MMIwi * Una T«r» l.l 14.)

C*|C«I Account • 17.1 M.4
•.».•. ftllucatlMM 1.* 4.1
<XMr II.M <Mt> -1.1 -4.«

TKAt LIA4ILITIM »»,) »«*.!

114* 1*41

14.1 141.*

IM.l 1SI.1

m.i MI.»
•.9 1.1

104.* 114.4

I4».l 144. I

M8.4 44S.4

14.4 4..,

M.4 4S.4
».» I.I

•14.4 «M.4

H».4 4*4.f

1«41

141.4

IM.t

14t.4
1.1

If4.»

1.4.,

441.4

44.4

81.4
4.4

-ir.i

jjl-(>

!«•)

111.4

M9.4

14?.,
1.1

lll.l

111.4

411.4

44.4

•».4
*.?

I».l

?|4.f

l«44

1H.4

114.)

114.,
1.1

414.4

111.1

IM.l

*4.«

M.I
11.1
1.4

4*1. j

1*41

141.) MMM«U ri4u*lalra

114.4 H-.U krlHuc.U

1??.) 4MflM*

*.i c.c.r.

4M.? M..M HM4C.U.

4)1.4 QUMl NUMUl*

441.1 NMM HM^(«U« «t QUM| NMHM|«

,1.) r^,. .,<,,-., ^ 4 t-,r.

4?.4 C^lc«. M^«M
14.1 All*c*tl*« 4* 4.T.I.
-4.4 ' A«cr*» r»«c«« (••(•)

•M.4 fASSir TOTAL

.•I 4.I.A.C.

(I) *tr
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Country:

Cameroon

Kenya 
Nigeria * 
C6te d'lvoire 
Senegal **

Morocco * 
Thailand 
Indonesia 
Philippines

Table 2.2 
Comparative Measures of Financial Development, 1983

GNP/Capita M,/GDP LB/GDP QM/GDP 
OJSS) ___ ____ ____

820

340
770
710
440

760
820
560
760

0.19

0.27
0.37
0.26
0.31

0.44
0.48
0.20
0.25

0.15

022
026
0.17
0.21

0.29
0.42
0.16
0.20

0.09

0.10
0.15
0.08
0.08

0.10
0.39
0.10
0.17

Ngtes:
* 1982 data
** 1981 data
M2: Currency, demand deposits and savings deposits
LB: Bank Liabilities
QM: Quasi-Money

Source: World Bank, IPS, recorded in IMF (1986 p 11)
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Table 2.3 
Nominal and Real Exchange Rate

1980/81 - 1987/88 [1] 
(1980 - 100; annual averages)

Nominal 
Effective 
Exchange 

Rate

Real
Effective 
Exchange 
Rate [2]

Real
Effective 
Exchange 
Rate [3]

1980/81 
1981/82 
1982/83 
1983/84 
1984/85 
1985/86 
1986/87 
1987/88

Source:

97.0
92.1
88.2
86.3
87.0
94.5
99.5

104.2

95.5
91.3
80.8
94.7
93.5

105.3
117.7
126.1

97.5
93.8
92.8
90.0
87.1
92.1
96.6
97.7

IMF (1988a), from IMF exchange rate information system and IMF 
staff estimates.

Notes:
1. Cameroon Fiscal Year = July 1 - June 30.
2. Based on consumer price index Table 1.4a, Moderate Cameroonian 

native families in Yaounde.
3. Based on consumer price index of expatriate families in Yaounde.
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French Franc Zone
Distribution of Money Supply

31 Dec. 1985

FF Billion Percentage 
_MI _M_2_ _MI M£

FRANCE 1,072 2,157 96.3% 97.1% 

BEAC 16.7 28.9 1.5 1.3

Cameroon 8.5 17.3 0.8 0.8
Central African Republic 1.0 1.1 0.1 0.1
Chad 1.4 1.4 0.1 0.1
Congo 2.2 2.9 0.2 0.1
Equitorial Guinea na na
Gabon 3.5 6.1 0.3 0.3

BCEAO 24.9 36.5 2.2 1.6

Benin 1.7 2.2 0.2 0.1
Burkina Faso 1.4 1.9 0.1 0.1
Cote d'lvoire 12.4 18.8 1.1 0.8
Mali 2.3 2.6 0.2 0.1
Niger 1.6 2.2 0.1 0.1
Senegal 3.9 6.0 0.3 0.3
Togo 1.7 2.9 0.1 0.1

TOTAL 1,114 2,222 100.0 100.0%

Note: 50 CFAF = 50 cfaf = 1 FF
Mj: Currency plus demand deposits 
M2-' MI plus Savings deposits

Source: International Monetary Fund (1988). International Financial Statistics 
Yearbook. 1987. IMF, Washington
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CFA francd)

1
.
•

^ 1983/84-1967/86 I/.
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1983/84 .
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1984/83 1985/86
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. >1986/87
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Trade balaaea .
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•.'' ' '-.''. . •**
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• •' ' -43 ' ' ' .
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''•>••••"' ' 111

• •« •'•"• •.
11. . .-• loo

. • (188)
r (-88)' '

. . . 69
: -27 '• '.

' • 49 ; • .

• —78 ' ' "~1S* •

-'" 78. . .
.'*"..'• ** ' * ' '

**••-* '•

• • :. u ;

. • ••':' -:~ •'
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Table 3.2 
BALANCE OF PAYMENTS: Capital Account

T*kl««« I.Ii *MJMCf IWt
KM»

t*ll/»* IVM/I* I*I«/M IM*/«I IMI/M IMt/M t**W*4 !«•»/•»

*VM««i»«t««v C«ftr«l

••kit 
M.V ft*M U»tO

Cf«4U

NLT **!!• «M Ou*r*«l*«4 *M« <Mtl
<»•»•• ••» i •
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••kit 
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•••••II AilMM
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».l 
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•Cnwernont Principal txporta, W83/8A-19B7/8B JL/

•

a

Petroleum export*

Crude petroleum
Refined products*

Honpetroleum exports*

Cocoa beana
Cocoa, products •

* ...

i Coffee '• •
. " Robusta

. Arablca
• • o

' Cotton
Logs and wood

' produces *
Aluminum products
Other manufactured

goods
. Miscellaneous agri

cultural gooda

Total axporta

Petroleum exports
Crude
Refined products

Honpetroleum exports.
Cocoa beans
Cocoa products
Coffee beans

Robuata
Arabic*

Cotton
Logs and wood

products •
Aluminum products
Other manufactured

goods
Miscellaneous, agri

cultural goods

1983/84

• * • *

531.4

498.3.
33.1 ;

306.4

74.7
14.3

•
94.8

(63.8)
(30.4)

•'

.20.0
t

18.3
25.0

36.9 •
;

22.3

. 837.8
.

5,740.0
456.5

• »*

89.7
•j 12.4
130.5

(102.1)
U8.4)

22.5-
• ^

* 294\3 "
47.1 .

73.4

91.3 .

1984/85. 1985/86 '

(In billions

722.0'

• 680.6
41.4

378.9

94.8
11.7

110.2.
(81.3)
(28.9)

9.1 * *

36.1
33.9

.59.3

.23.7.

I". 100.9

(In theuaanda

of CFA

419.0

394.7
24.3

353.2

82.7
13.5

111.5
(12.5)
(29.0)

9.4.
•

32.8
28.2

•

47.5
. •
27.6

772.2-

• *

•1986/87
•*

franca)

1 255 .Z

232.5
22.7

289.9

72.1
10.6

a*

82.0
(66.1)
(16.0)

7.5.••
24.5
18.3

42.3

27.6

. 545.1

1987/88
• Est. •

233.1. '

. 214.9
18.2

277 .5.

62.0
10.4 .

,

61.2
(44.7)
(16.6)

\ 9.9 -

. • 27.2
• • 26.9

*

• ' . 48,6

31.6

510.6

o? metric tons)
'

7,380.0 7,384.0
540.0

•• •'

97.4
11.6
93.9

(72.3) •
(21.6)

i

27.0
•

653.5
70.6•
92.4 % .

.92.3 .

670.0

84.2
13.4.
98.3

(77.1)
(21.2)

»

21.8

452.5
60.6

113.5

.125.0

.
7,013.6

* 750.0
*

99.6
19.1
79.6

(67.7)
(11.9)

. 19.9

347.0*
39.7

120.1

125.0

* "

6,880.0
800.0

' , ' •
102.6
15.0

' 95.0
(70.0)

; (25.0)

* 20.3 •
357.4
39.7

124.9

' 127,5

• • •

Sources: -«0ata provided by cha Camcrooaian authorities; and staff aatimaeea,

1-June 30) .
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. Cameroon: * Selected Producer Priest and 
Export Usiit Value* , 1983/84-1987/83 I/

CFA francs per kilogram )

1983/84 1384/85 ' ; 1935/86 1986/87 1987/88

Producer prices II
Cocoa - ""

Grade Z
Grade ZZ
Substandard

Coffee
Robust a
Arabica

• Cotton
Yellow

... White..
. Nonselected

Export unit values .
Cocoa
Coffee

Robusta
Arabica

370
. 370

130

390
410

•

.117
117
105

833 '
762

. i»070

410
410
250

430
450

130
130
117

973

1,124
..1.338

420
420

.310

440
475

1401*40
130

982

l',070
1.368

420
420
310 .

440
475

.

140
140
130

724

975
1,345

420
420
310

440
475

140
140
130

618

597
820

Source: -Data provided: by the Cameroonian authorities.

I/ Fiscal year (July 1-June 30) . ' 
2j The producer price for cocoa is announced in September, for coffee 

in January, 'and for cotton. in November. • '•
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Table 3.4 
MAJOR IMPORTS 

t.tt VAUIC or iMnwil « nuMci i»OHr

T«»U«t >.*! VAUUR M( IMFMTAVMMI ft* CMMK M

•IIUM/»IIIIMM

l«U/Jt l<Mt/M ItM/M IMl/l)

Of
01 MlMtal

h-1
H1
o

M.MI 4I.MI M.MI U.MI
ll.llt II.IW U.MI It.tM
II. Ill H.lll M.m M.S1I

II.U* I1,W W.fcM M.tlt

*.1M ».*» II.Wl tt.m
*.MI ».!*» »w, «.!!•
l,Ji» ».»J* ».M1 1,10

•I.U* M.MI m.Mt UI.1U
tl.UI M.4U »».*M M.1M
U.MI lf£IU M.1IS !•.•»!

«I.IM M.M« It.M* IM.M*
».»!• I.»M I.V«» l.tll

M.tn t».m u.*w «I.M*
It.HS M.I4I tl.Mk M.ttS

•.Ml 
II.Mt

Ut.HI 
I«.M« 
•V.1H

MI.IM 
I .III

11.111 
«.»» 
*f.Vt«

».UI 

M.tll 

IS.fW

!•!.«!«
M.IM

1*1 .Ml

III.VII 
t.Mt

ID.Ml
!*.!•»

4.»»l l.IM

M.MI 
II.fit 
M.MI

MI .Ml 
IM.tll 
IM,UI

IM.IM 
1.11*

M.MI U.Iffl U.IH

».»>• 
I»,M4

Ut.lll
M.**f

IM.M*

IM.M4

II».H» 
SS.MI

ftMIM

*l JUlM

ruu

IDftf. IWMff IM.III WI.«U llt.llt MI.Ht Ul.tM MI.SU »!».«« TMU. Ml IMV0AIIOM

]/ TM«I !•*•« kill k«M4 ••

H*ll«««l tCCMM*.

«•!«.

Ik*



I •*?:-•

. . \ »
• • • •. .•• « •• '• Cameroon} Composition of Imports, f.o.b.'

? .... 1983/84-1986/87 •." ' ' '
**

'(In billions^'f CFA francs). ' ':

.-..;

* f

•;.•
* t •

« * 1 1
? • 

»*••'*

•rt*

t^ •* '

". *
•

•

•

•\

•

•

. * . ••••

! ' '"*"•

food, beverages, and . * •.
tobacco ' .' ' **' . « ' "

Other consumer goods.
•• °-^ ••«•. . •.**' 
Oil imports .-..,- • ... *.*.•••

Raw materials ......

lion-oil intermediate goods

Semifinished ' - .
• Finished - * : ' • . .» •

* * *
Capital goods and equipment

,' For industry • 
For transport ' • .. ';*' 
For agriculture

* * •

Total imports, f.o.b.

~ 1Oft\/fiJ .1 i,yOJ/ O1

29.2
."• .«
,..'.,•45.1
'* •; 
ft.f 7-0
f \ . .'.'.' 32.0

.- 202.1

'100.6
101.4•
148.3

, 100.9 
44.1 
.3.2

i

* A63 - 5

t. IQftA/ftl * , . 17OH/O«

.43.4
• -f : » *
•.".V 7"°'*

:S *".T
.»• 

. . 25.6

189.3

\ 80.7
108.6• ••'
•180.1

122.2 
. " 55U 

' 2.9

*' S12.&

> 1985/86

• *,* * * •

55.5

. .85.7* *.o' :
. 27.3*

223.5

88.6
134.9•..
175.0.'-"

105.9 
63.6 
5.5

571.0

1986/87

58.7"
•

87.3
•' -3.0 .

' ' 24.4

223.7

95.0
128.7
*

. 155.8

92.4 
58.2 
5.2

553.0

\ *'
Source: "Data provided by the Cameroonian aothorities.

-X*F . 
JL/ Fiscal year (July i-June 30). . •••• ••.--..
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C£RTAJN£S CONDmONS
TABLE 4.1

fe1
2

3

4

5

6

7

0

9

10

11

12

13

14

IS

16

17

14

19

20

FMRMM 
»£»•«

iijOLdi

1741.01 

170)1.11
17.04-90

2S.23.00

3.0*.ii

56.06.00

39.07.31

J0.11.3S

W.11.46

4S.1S.OO

5S.06JQ

S&C&OO

S&06.J9

62.0121

524&01

3.1041

I&21.00

•4.21.03

aos.ii

•S.03.00

MMJA«bM
«u araduit

Finn* o* from***

Socr* grenui* indus 
trial
Soar* raffirU
Sucrari** sans cacao 
autra*
Gnwnt hydrauGqu*

Oiadcrmin* (lait. 
crim*. poudrc)

AUunMius

Tuyaux *n mati«r« 
p)a«a«u« d« 200 mm 
ou mom*
Qxambr* 4 air p«sant 
SCO 9 ou moin*

PncumatiquM d« 2 kg 
ou moin*

PapWr hygioni^u*

fU» A coudr*. i brod«r. 
a tricot* «n coton

Tissu* d« eoton bouck 
d«i g«fw« <pong«
fit* A cou^v, i bB?d<f, 
A trisow •• mMiir« 
•ynihMQu* «C «A aorf 
l*qu«
Ling* d« toiUtU

S«c* d« jut*

F«r a b«40A

HadMC. matdMttcs

fulv«<isal«urs a usaot' 
agricot*

t)4pulp«MS • e*U i

PiU* 4l«ctriqu«(
K0ftd«* d« 1,5 VOtl

Ooi«nr«>«rt»

tmponationf auictfjs^f. JU_P<OU( .d««. 
r«gion* •ioigr«*«* du c*nu« d* produc* 
lion ou dan* d«s ea» Uiss«s i Tappr *c»a» 
tic* du rrunicir* du Commare* « oa 
Hoduam

Importations autorisaas uniqu«m«nt 
lonqu* la produoion local* **t d*ia«I> 
4anu

ImporutJons autori**** pour (*s cimanu 
«p*ciiux. au profit d«s ragions d*»cc4s 
drffiol* ou dans d«« cas laisca* i rappr«> 
ciation du mininr* du Commcrc* *i d« 
rindustri*
Imponaiions autoris««s uniqu*m*nt 
lonqu* la production local* MI d«(ail> 
lam*
Imponaiiont int«rcit*c cauf a tiu* puWi-

Imponaiions autoris*«s uniqu«m«nt 
loncju* ia producion local* **t atirft 
Untc
Imponaiions autoris«*s uniqu«m*nt 
lonqu* la produaion local* *st d«(aii* 
(ant*

Imponations autorisc*s uniqu«m«nt 
lorequ* la production local* ess dcfail- 
lant*
importations autorisees uniqu«m«nt 
onqu* to* production local* *M c4Uti- 
lanuj

importations auiori«««« w«wqw«nv*n( 
lorsqu* la production local* *st d«<aa- 
lanu

imporuuons autoris**s tonqu« la pro* 
duction local* *ct d«<ailiani*

lm«arbtfai)m*,M>i«a«« WHqu«iMn('

4*aM

mporutions autoris«*s w**qo«m*nt 
lorsqu* 1* production local* *st d4<ai»- 
(ant*
importations susp*ndu*s sauf d*roga* 
lion *xc*ptioArw*l|*
Importations possibles lor%qu« la pro* 
dwoion local* *« d*(aWani*

mportalions ^utprisacs uoiqu*m*nt 
onqu* la production local* «*t daiafl* 
Unt*
Imponaiions aLtoris««s uniqu««n*nt A U 
suit* d"un appal d*offr* ou si U produC* 
)»OA local*- act ottJailiaai*
importations autoris4*s uniqu«m*nt 
lOrsyQu* U ptrxlaftioa tprii*- •«« daial* 
Unt*
Importatioot t*mporair*m*nt MISP*A-



Tablt 4.2 
ANNEXE (If

PRODUCTS REGLEMENTES SOUMJS AU SYSTEMS 
OE JUMELAGE A L'lMPORTATrON

- N- 
d*ordr«

1

2

a
4

5
•

6 '

r
8
9
•

10

VI
12

!3

14

IS

16
17.
18;
19

'20

21'- '

Portion 
t>rif*«re

10.06.19 at 
10.06^1
42.02.00
48.16.01 at 
48J6.1.1
48.13.00
51.04.00

t5.09.03
55.09.04
55.09.06
55.09.51 a 
55.09.90
56.07 
tout*s positions
60.01.00
61.01.00 tl 
61.03.00

61.09.00

64.01.01

64.01.11

64.02.01

64.02.21

64.02-22

64.02-2$

64.03.00

98.08.00

Designation du produit

Bu. en grains tntiars autres «t omures da ru

Valises

Boftes. sacs. poch«n«s at autras ambaltages an canor 
OHJ papier
Papier carbona. axoapt* la stand*
Tissus an fibras symhatiquas ou anificials coniinu: 
sauf Ussus acrus
Tissus d« cotoif btanchis sauf tissus acrus
Tissus da coton taints sauf acrus
Tissus da coton imprimas saui tissus acrus
Auues Ussus da coton sauf tissus acrus

Tissus da fibres textiles syntrtatiques ou anificials 
discontinus sauf tissus acrus
Etoffas da bonnataria non alastiques nt ea<xjtchoutaes
Vatamants da 'dassus hommas. chamisiars. cnami- 
sanes. vatamants da dassous hommas plastrons, 
manchanes
Soutian-gorgas. panties, bustiars. gaines. gainas- 
culottes, slips, bretelles. corsets
Cnaussuras i dassus an caoutchouc, samallas an 
caoutchouc
Chaussuras i dessus en plastiques semalles an plav 
tiquc
Chaussures i samaUes an cuir
Chaussuras A dassus an toil* '•

Chaussuras a dassus art cuir
Chaussuras i dessus autras
Chaussuras i samelles an bois ou liege
Rubans ancraurs
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pfloourrs REGLEMENTES SOUMIS A ux PROCEDURE
D'AUTORISATION PREALA8LE A L'lMPORTATlON

TABLE 4.3

w
d*ord/e

V

• 2
3
4.

S
6
7
•

» 9

10
11
12
13

. 14.
IS
16
17

1t
19
20
21

22
23
24

2S
26
27

28

29
30

•

31

32

Position 
Unfair*

02.02.00

03.01.29

04.02.03

10.06.11

1&07.02

1S.07.08

15.07.21

15.07.29

17.01.01

19.03.00

21.0S.OO

22.01.01

2S.01.01 et 
2S.01.02

28.0S.OO

30.03.00

30.04.00

31.01.00 a 
31.05.uO

32.09.11

32.09.21

32.12.00

33.06.11

33.06.21

34.01.01

34.01.21

34.01.90

34.02^1

36.07.00

38.11.01 * 
SO

39.02,01

33-07.33

3947.39

42 0200

Designation d« produit

Votailles mones dc bassa eour at tours abats comes 
UMes
Poisson coogele
Lait concentrl sucr4 4 filM liquid* ou patsux
Riz da luxa
Huile brute d*arachid*
Huile brute o* coton
Huiles epurces ou rsffinees draracftid«
Kuiles epur««s ou raftinees autres sauf huiie da lin ji 
usage industrial
Sucre granule industriel
Pates alimentaires
Preparations pour soupes. pouges ou bouillons
Eaux naturciles non distillees
Sets destines a raiimcntation

Barita
Medicaments pour Detail
Coton hydrophile
Engrais

Vernis
Peintures
Mastics et enduits
Produits pour soins de la peau non aicooiiqucs (sauf 
produits diadermine)
Produits capillaires aicopiiques
Savons ordinaires
ftavnnc m^itAatjv

Autres savons
Preparations pour lassives

. Anides de pyrotechnie (petard, fusivs. paragrele et 
similaires

Oesinfectants, cnsecticides. fongicides, herbicides etc~.

Chlorure de poJyvinyie en granu!4
Toutes cacheries en matiara piastiqua. toa)ie« *a»js- 

' s«urs imprim4es ou non

Anides da m«nag«. o"hygtane et d*6conomie domesti- 
qua en nvatMre ptastiqu*. apongo at fit propy^na. 
casiers en P£HO
Article d« v*y*9« »| co*itan*ncs CMiuUkv*
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33

34

3S

36

37

38

33
40

41

42

43

44
4S

46

47

48

49

SO

51

52

S3
54

55

56

57

58

S3

60

61
62

63

64

&

66

44.15.00

42.18.00

48.1S.OO

48,21.90

55.07.00

53.01.00

S9.03.00

53.08.00

60.04.00

60.05.00

60.06.00

61.010)0
61.02.00

61.03.00
61.04.00

62.01.00

62.02.01

62.02J1

62.05.00

69.07.00 at 
69.08.00

70.10.00

73.13.61

73.18.00

73.21.19

73.23.00

7W7.11

73.31.01

73.31.90

73J6.00
73.38.ft1

73.38.12

76.03.00 .

76.12.00

76.15.00 . -

Auuas papiars at canons decoupos an vua d'un usaga 
determine
Carriers, cameis. bioc-notas etc—
Etiquettes de tous genres, en papiers ou an cartons, 
imprimees ou non. avec ou sans illustrations mama 
gemmae*
Serviettes hygieniques
Tissue de' ooton a point de gaze
Ouata at artides en ouate. ncauds. boutons da mau'era 
piastique
Nappes de tables
Tissue impregnes. enduits
Sous«vetements de bonneterie non elastique. ni caout- 
choutee
Vetements de de&sus */~-*^soif *$ ct vetcments autres
artides de bonneteru>^non^las^que ni caoutcnoutee
£torfes en pieces et autres artistes da bonneterie 
elastique et de bonneterie caoutcnoutee
Vetements de dessus d'hommes et de garconnats
Vetements de desaus de femmes. fillenes ou jeunes 
enfants
Vitements de dessous. d'hommes ou de garconneu
Vetements de dessous de femmes. fiilenes ou jeunes 
enfants coucnes carries pour babes
Toutes couvenures
Lingeda lit
Couvre^its
Autres artides confeetionnes en tissus. y compris tes 
patrons de vetements
Carreaux. paves et dalles

Bouseilles
Tolas onduiees
Tubes et tuyaux en fer sauf pour instaUations peuo- 
liafes
Charpentes sauf eanoclabres. chemins de cAbles
Puts, tonnelets. bohes. seaux galvanises
Grillages et treillis
Pointes i t4te plate ordinaire et dous k idle
Punaisas
Cuisinieres a gaz sauf rechaud A gaz
Artides de menage emailles sauf baignoires
Eponges metalliques
Toles. planches, feuillets et bandes.en aluminium
Cables, cordages tresses et similaires en fils d*alumi- 
nium i rexceptiOA des artides isol^.ppur rolectridta
Artides de menage en aluminium
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67

68

.€9

70
71

72

73

74

7S

76

,77

78

73

80

*1.

82

83

84

82.01.00

84.12.00

84.1 5.01

84.24.01

fiS.12^0

8S.1S.01

8S.1S.12

8S.1S.19

8&23.00
87.14.91

82,11.00 "

S3.04.00

S3.07.01 a 
90

94.03.11

S6.01.01 a 
02

96.01.90

98.05.00

98.10.00

Pailes. baches, pioches. autr«s a/tides a taillants 
egricoie*. horttcoles a main e\c_
Ctimatiseurs a V exception de eeux census pour vehi- 
cul«s .

Refrigerateurs at coAQelateurs atectriques sauf rafriga 
reteuct a p4trc4a . - .
Material agricoia i main, traction animal
CjisiAierac alactrique* ou mixtec
Apparaiis emanaure raceptaun
Appareilc d« radiodiffusion combines ou non
Aotres apparent racepteurs . w
His de cdbies isole« pour relaaricite ~
Brouenes et leun pieces »
AppareDs d'enregistrement et de reproduction de sor 
sauf magnetoscopes et televisaun
Armes a feu
Munitions sauf piomb carabines i air combine '

* Lhs de camp, (its plUnts, fits-cages et simitaires
Balais. brosscs a dents

»

'Autres brosses pour Rnge et chaussures
Craies

a

Briquets et ailumeurs .
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~. Table 4.4 
UDEAC TARIFFS: Examples

* • •

Tableau 2 -. Sxtnoles de droits et tarifs TOSAC

b" Tarif . Designation Droic de
du sroduit • douane

no;
2203
2501/04/05/
2523
2801-2828

i

3401
3505
3606
3902
3907
4415

5502
5505 .
5309
5710
6203
7301-7321

7331
8201
8424

*

3448

y.*it.
Biirti

20 ?r?«.rir.*r»«x
Ci2tr.cs .
Prod, chimiques
inorganiques
Savons :
Dextriaes et qolles
Alluaettes
PVC
Ouvr. ea plastique
3ois plaque* et
contreplaqves
Cocoa
,?ils 'de .copon
Tissus de cocon
Tissus de jute
Sacs en tii. de jute
Metaux et ouvrage*
en fer ou acier
Poiates et clous
Outils agrieoles
Machines appareils

• et engias agrieoles
?ieees. detachees aux-
sachines-outils des

5
20
5

20

5
30
7,50
30
5

25

30
15
30
30
0
30

10
15
7.50

10
.

• Droit
d'encree
. ' 25

s'O
:5
15

25
45
25
70
10
30

25
20
1015 '

0.
5

20
30
20

5

TCA Taxe
coapl.

10
10
10

. 10

10
-.10

10
"10 '

. 10
10

10 '•
'10

10
1C
0
10 •

10 -.
10
10

'. .

0

. •

10
55
0
15

0 '

0
10
50
5
5

15 .0*

5
20
5
20

10
5

25

. 0-

a* 3445 a 8447 inclus 5

Source : " Tarifs de* Qouaaes

10
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Table 4.7
Price Con trolls

Examples of Legal Margins

Item: Margin Minimum
(wholesale, Margin

retail) _____

Matches 15 % 7 %
Beer 34 12
Plywood 40 15
Fertilizer 45 15
Farm produce 25 8
Iron reinforcing rod 40 15
Small tools 45 15
Pharmaceutical 15 23
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Table 4.8
Private Sector Structure

n*n\+3t\ Ownership of 409 Fixns by S&^&r
(excluding petroleum)

T/ygyi Private

4*gCQ ptUUBSIS

Wood, paper 

Metal 

Chem/Plastic 

Text/Leather 

Other

Bank/Insur. 

Bldg/Eb.Wk. 

Trnsp/Dist.

Other

GRAND TOTAL

ZU 12.3% 

ID 9.7 

] 3.0

7,fi-ol

37.0

1 14.6

pZH 12.8

3 3.7 ' 

] 3.3 

] 2.8

3«5.0

] 4.5 

U 7.0

] 10.0

M.R* 1

L^.A

1 2«-«

r ",'t.i

""] 36.2

39. O

1 5O.5

fiO.3 1

0.0

cjQ-*? |

] 1.7

// H3.0 1

"51.5

•50.8

„., „ .1 r*- Q*
A7.Q

fi7.P 1

1 AT.fl

1 A0.fi

Afi.A

"| 77. n

1 7fi.1

// Qfi.7

1 77.7

// 77.fi

1 13.5

A1.A

^^1 **f\

Souroet IPC, "The Private Sector in the Economy of Cameroon", June 1985.
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Table S.I (part 1 of 31
T«kl« S.li UOGCTAkV UVCNUI

T«ki*Mi s.i i ucrms MHWCTAIMS
klllU** •! Cr* rr«wi/lii •Illt«r4* <• Irene* CM>

1*11/10 l*lt/M I*M/OI 1*11/41 IM1/01 1*01/04

TAB UVtNM

til «lilcM v*y«UI«» (all!

SMJUI

CiclM*
!•••• MI Sarvlc**

OfMr

Ifpttl !•«••
OcMf 

Oth*f

MM-YAI UVCNM

Urvlc* ckari** 4 !«•• 
OtMr

OMUMlfU* 4 MJtMtMM II* 

kUDCCrm MVIMIU

TfMi*f«r» If Ml Oil MCOC 

TOTAL IIVEM*

144.10

11.10

•.40

It. 10

1.10

10.40

IO.M 
11.10

o'.io

M.M
I.M

O.IM 

4^10

11.10

I4.M

4.40

ll.M

ll.M 
1.40 
O.M 
1.10

O.M

4.00 

4.M

110.40 

IO.M

11.40
(10.41
(1.41

10.10

10.10

4.10

41.M

14.40
ll.M
4.00
1.10
I.M

Ol.M 4I.M OO.SO

11.10 
O.M

4.M 

4.M

te.M
0.10 

I.M

II*. M 

OO.M

HO.M 

IS1.M

4S.40 101.00 
(M.tOl (11.1)

41.00

H.JO

O.M

10.10

I*.40
14.10
4.40

101.10

M!M

,10.10

14. M

».M

14. M

14.M
11.40
4.M
0.10
0.10

04. M 
14.10

4.M 

4.M

4I4.M 

IM.M

Ill.M 
01.1) 
(11.41

11.10

10.M

11.M 

49.11

»!tO

o'.io

111.10

140.10

1I1.M
(I01.M)
(14.1)

40. IS 

11.10 

tl.M

11.11
14.10 
0.10 
O.M

IM.M

114.40

IOS.M 
OJl.Ul

4*. I*

41.11

ll.M

10*. M

41.40
14.60
•.10
O.M

101.M IM.04 111.10 140.10

M.M
14.40 
I.M

O.M

4.70
1.10

114.40
I4.M
I.M

I.M

I.I* 
0.14

11.10
11.10

11.10
11.00

11.10 
ll.M

14.40 
ll.M

II4.M

114,10

IM.M I44.M »».»

441,00 111.10

IKI.IO
I4.IM
I.M

I.M

1.40
0.10

ll.Ift 40.20 kl.Ol 11.10 41.00'

14. M 
11.40

>40.M 

111.10 

41 I.M

wccmi riKALct
Mlt U

8*cUl4«, «a«i i

CMktclkuklMi* 0 !• McutlU S«<UU 

laptca Mir I* or«frUt4

m kl«n« «i •«r«ic«*

!•»•(• «uc !• ckllft* 4*«lf*l««
IMtTMt*
cur !•• ••rvlc«o

l»(«niMI«MlT«a«* cue !•

4 I

4* tlafcr*
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TibIt 5.2 part :

ANNEX I 
Paga 2 of 5

lab I a Z.Cantnoo: tevenua and Gnuits, 1933/84-1938/89 I/ 

.'.•-.'• (In billion* of CF* franca)
. . i *

' I

.

•Tax revenue
Oil sector •'• .

Tax on companies
Oil royalties
Otlier contributions

Other tax revenue
Tax nn incoat and net profits

oil sector)
On '-jiytdual*

Taxes on goods and services
Turnover tax
(Excise taxes

Of which.:
Single tax
Petroleua products

Taxes on international trad* •
Laport duties

Of which: laport turcharst
Deport ducies
Other duties

Other taxes
Scaap tax '.. '
Other

Hontax revenue ' •'
Property income
Other. • --. '

femts

Total revenue and grants

\. t 
1983/84

6M.4
• 26TI

35.7
103.0
127.5
399.2
1024

34 JS
68.0
98.0
53.3

. 44.7

(30.1)
(— )

135.1
116.4

: (16JS)
16.9

. L9
63.3
7.1

56.2

57.2
o.f

56.5

0.1

722.7

1934/35

718.0
3553
72.0

123 A)
155.0
368.0
30.0

16.3
63.7
84.0
37.5
46.5

(37.1)
(1.5)

143.0
121.0
(21.2)

19.5
2.5

60.9
7.7

53.2

lfl.5
0.8

17.7

miim
736.5

1985/36
•

879.9
38TO
•M.O
159 A
135^3
497.9
190.7

127.9
624

103.9
45.2
58.4

(43^)
(4.9)

154^
135.6
(24.0)
17.0
2.0

49 UD
7.1

41.9

31.5"us
30.0

™

9U.4

1936/87

702.2
252.0
52.0

130.0
SO.O

450.2
175.7-

127.6
48.1
97.3
43.0
54.3

*

(42.0)
(4.0)

144.1
125.3
(23.9)

16.3
2.5

.' 33.1
5.6

27.5

62.8
2^)

60^

^^
765.0

1997/88 
£st.

602.5"STo
24.0

1SOU)
33^

395.5
141.5

99.4
42.1
83.0
37.0
51.0

(35.0)
(10.0)
133.5
120.0
(24.0)

12*0
L5

32^
6.3

26.2

23.0
To
21.0

>J— ̂
625.5

^
567.3
L63.0
UJi

150.9
0.0

404.J
U4J

•

40.1
124.*
33 J
86 J)

(40 A)
(47 J)
126.5
1080
(21.}>

16.&
2-5

35J
7J

27A

• 32.5
TT
30^

-

S2fi

SOUTCM: DIM provldad by eh* dmroonLm authorltlas; and staff aattaatm.
"«

J7 Fiscal yctr (July 1-Jtita 30).
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Table 5.3

ANNEX I 
Page 3 of 5

fable: 3 « Cawroon: Sectoral Distribution and Financing ••/ tavesraent "nder che 
• . • Fifch fcvelopwent Plan (1931/82-1985/86) I/

(In billions or" CFA francs? tfd in

* •

Directly productive 
activities

Agriculture 3/ "* 
. Mtnufacturinf , minim and 

energy ' 
Gocnerce, transport, and 

tourist

Infrastructure*

focUl projects

Others 4/

Total .

Financing

Public

Domestic resources 
Foreign grants and loans

Private

* •

Fifth
In- 1979/80. 

prices

1,098.9

545.1 

377.2 

176.6

436.4

593.4

. 121.9 .

2,300.6 '

2,300.6

1,380.0

1,000 JD 
380.0

9204

Plan
In perctnc 
of total

474

23.7

16.4 

7.7

21.1

254

5.3

100.0

100.0

60.0

43.5 . 
16.5

40.0

•

193 1/82
In

254.4

70.1 

151.0 

334

84.1

52.4

114^7

SOS .6

5054

380.6

299.0n.6
125 JO

^aliMCior
19S2/S3

•eaiifl
* * / *^BIIIIl!

1233/84 27 "SMra™
current prices. i >sH

352.6

129.7 

'46.1
r

• 364

156.7 .

92.1

103.0

704.4

704.4

529.4

395.9 
133.5

L75A)

3344 llM

82.4 -12.1 

U7.7 - ^.1 

104.7 9.1

116.7 ^.1

10.5 13.1

574 15.1

619.6 130.1

619.6 100.1

431.0 73.1

322.0 55.1 
109.0 17.1

1884 • 25.1

Sr>nrc«: Data provided by the Cneroonian ^uchoricUa. • • .

V Fiscal year (July Wune 30). The Slxtii f-v»rlopmne Plan (1936/87-W91/92) In being redef tneU 
light rjt tlM current economic situation. Information on executed projects in 1986/87 and 1987/33 is

.iva liable. .
j/ Latent available year. ' • • .... 
T/ Including animal husbandry, fishing, <ind forestry,. 
?/ Ineluilnc l.*_ocwetion, .culture, and public administration. • ""
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IMF Standby Program . .. page i or

Main elements of program • . ..,.• 

1, Budgetary policies

a. Revenue measure* totaling C7Af 36 billion, including: 
increases in taxes on petroleum produces, alcoholic beverages, ciga 
rettes, toft drinks, aucoaobilaa, and luxury products; a nav raal eataca 
cax; incraaaad stamp dutiaa; incraaaad minimum income cax lavtla*

b. Maaauraa Co raduca curranc expenditure, excluding inte 
rest, by CFAF 48 billion, including:

(1) ''Uaga freeze, restructuring staff compensation, 
compliance with oandacory raciraoanc;

(2) Reduction in outlays on housing;

(3) Cues in staff cranafar coaca, aabaasy staffing;

(4) Cuts in adainistrativa outlays (electricity and 
telephone uaa);

(5) Budgetary control and monitoring aechaniaas
.strengthened, penalties'1 introduced for overruns; fiscal reporting system 
introduced*

c. xeprogramminf of the investment budget to cut outlays by 
nearly one-half; elimination of practice of carrying over of investment 
appropriations*

d. Arrangements underway for the rescheduling of all domes 
tic arrears and arrears on French postal debt*

.• ' 
a. No nav domestic or external arrears.

2* Structural policies
•t

a.; Public enterprises:

(1). Rehabilitation Commission established. Recommenda 
tions on which enterprises to be privatized or liquidated and the mea 
sures to improve performance of thoaa retained by the Government to be 
made by first program review* Reform program to be undertaken within 
framework of World Bank SAL* , : ., ... .;'••. 

• . i • -•
(2) Evaluation of cross-debts, of public enterprises in 

progress. Arrangements for settlement of these debts to be discussed 
during first review*
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Table 6.1 
Outstanding External Public Debt

30 June 1987

— (CFAF billions) — 
Direct Guaranteed 
Debt Debt Total

Multilateral:

World Bank:
EIB:
ADB:
IMF (Trust Fund):
Other:

Bilateral:

France:
Germany:
Austria:
Saudia Arabia:
United States:
United Kingdom:
China:
Denmark:
Japan:
Other:

Financial Institutions: 

Total:

202.1

145.6
23.0
15.2
5.5

12.8

250.3

74.2
66.9

28.0
9.8

10.3
17.2
6.4
4.2

33.3

100.0

552.3

76.6

35.3
29.7

8.3

3.3

168.4

73.4
10.6
50.8

5.4
13.0
7.9

0.5

6.8

79.3

324.3

278.7

180.9
52.7
23.5

5.5
16.1

418.7

147.6
77.5
50.8
33.4
22.8
18.2
17.2
6.9
4.2

40.1

179.3

876.6

Share 
(Percent)

31.8

20.6 
6.0 
2.7 
0.6 
1.8

47.8

16.8 
8.8 
5.8 
3.8 
2.6 
2.1 
2.0 
0.8 
0.5 
4.6

20.5

100.0

Notes:
Data: Disbursed debt with a maturity of over one year.
Totals do not add because of rounding.

Source: Calculated from IMF (1988b, p. 30), based on GRC data.
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Page, i OT

b. Policy studies underway for forestry, electronics, alu 
minum, and construction sectors; assistance to be provided by the World 
tank.

c. Elimination of subsidies in stages for fertilizer sub- 
sector by 1991/92 with bilateral assistance.

•

d. Trade system: rationalization of tariff structure and 
reduction in anti-export bias to be examined. Options vill include 
harmonization of duties, elimination of export taxes, and, in consulta 
tion with World Bank, replacement of quantitative restrictions by 
tariffs.

e. Progressive decontrol of prices; progress to be examined 
during first review.

SAL.
f. Level of producer prices to be determined in context of

g. Public investment program to be reoriented toward pro 
ductive sectors.

3. Monetary policy • •*
\ ' * 

. a* Structural measures;

(1) liquidity difficulties of banking system to be 
addressed through:

(a) settlement of part of government arrears to 
suppliers through cash payments;

(b) increased deposit rates to recapture funds;
• '

(c) tightly-controlled credit policies to ensure 
that improvement in liquidity position will be sustained.

(2) Bank solvency problems to be addressed by; exchange 
of nonperforming loans for negotiable Treasury notes issued in conjunc 
tion with arrears consolidation scheme; use of court procedures and 
regulatory powers to facilitate collection of bad debts; and.banks will 
be required to make sufficient reserve provisions for bad debts.

(3) Bank inspection procedures to be strengthened to 
ensure compliance with solvency/liquidity ratios; strict penalties for 
noncompliance to be applied* . t ., v ........ ......
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Page 3 of 3

(4) Structure of interest racaa rationalized by reducing 
number of ratea fro* 20 to 4t Level of ratea to be kept under review in 
light of need to maintain internationally competitive ratea and ensure 
aufficicnt flow of rtaoureea to banking system*

b. Credit policy •

(1) CeiHnga on domestic credit and net credit to 
government* Ceillnga to be adjusted by amount of any unforeseen exter 
nal financing or any shortfall in cash payments of dome*tic arrears.

(2) Credit ceilings to be enforced bank by bank.

(3) No bank credit to decentralized agencies without 
approval of Minister of Finance*

C* External debt policies

(1) Ceilings on new loan commitments for all maturities 
in exceaa of one year; aubceilings for loans in the 1*5 and 1-12 year 
maturity ranges* ...

trade credits*
(2) No increaae In short-term debt, except for normal

(3) No prefinancing of exports*

(4) Phased elimination of arrears to export credit 
guarantee agencies*

(5) Xequest to reschedule French postal debt*
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Table 8.1
OH Production 1977-1987 

(million tons)

Year Nicod Estimates IOI Estimates Other Estimates

1977 — — 0.41
1978 — 0.12 0.60
1979 1.4 1.00 1.71
1980 2.8 1.90 2.80

1981 4.0 3.40 4.33
1982 5.2 4.70 5.50
1983 6.3 5.80 6.00
1984 7.6 8.40 8.00
1985 7.6 8.20 9.21

1986 7.3 8.20 8.22
1987 7.0 8.10 8.01

Source: Nicod 1983
International oil Industry Estimates 
Ediafric, Bulletin de I'Afrique Noire, 1981.
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Table 8.2
Oil Production and Export 1984/5-1987/8 [1] 

(CFAF billions)

Total petroleum production 
In million MT [2]: 

Sales to refinery 
Exports

Crude petroleum 
Petroleum products 

In CFAF billions [2]: 
Sales to refinery 
Exports

Crude petroleum 
Petroleum products

Total production costs: 
Operating costs: 
Investment costs: 
Financial costs:

Total revenue:

Oil companies:
net revenues:
net profits/losses: 

SNH:
net revenues:
net profits/losses: 

GRC Treasury:
Income tax on oil companies
Royalties
Extrabudgetary transfers
Less: reimbursements to oil cos: 

Reimbrusements due 
actual reimbursements

Memorandum items:
Export unit value (US$/bbl) 
Export unit value (CFAF/bbl) 
Operating costs (US$/bbl) 
Total production costs (US$/bbl)

Source: World Bank, from Cameroonian authorities. 
[1] Cameroonian fiscal year = July 1-June 30. 
[2] Excluding exports of refined petroleum 

counting.

1984/5 1985/6 1986/7 1987/8
(Est)

8.78 8.94
1.40 1.55
7.92 8.06

(7.38) (7.39)
(0.54) (0.67)

8.66 8.00
1.57 1.50
7.84 7.15

(7.09) (6.50)
(0.75) (0.65)

810 447 284 264
129 83 51 50
(681) (395) (232) (215)
(43) (34) (21) (19)

195
(56)
(73)
(66)

615

80
51

535
198

72
123
155

171
(51)
(78)
(42)

307

40
32

267
-122

88
159
135

137
(46)
(69)
(23)

147

19
17

128
-137

52
150
50

131
(44)
(71)
(16)

133

17
-1

116
-88

24
150
33

(-98) (-85) (-69) (-66) 
-69 -77 -66 -47

27.00 21.22
12,721 8,204

1.86 2.27
6.50 7.58

14.09 15.90
4,492 4,611

226 2.66
6.80 7.90

products to avoid double
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Table 8.3 
Average Annual Growth Rates in Agricultural Production

Food Crops Export Crops
Crop

Maize
Millet/
Sorghum

Rice
Cocoyams
Yams
Cassava
Plantains
Potatoes

Period

1971-87

1971-87
1971-87
1971-84
1971-85
1971-85
1971-85
1971-85

Growth
Rate

2.9

0.3
15.9
-0.4
-1.0
-1.5

3.3
10.1

Crop

Cocoa
Coffee
Arabica
Robusta
Cotton
Palm Oil
Rubber

Period

1971-87

1971-87
1971-87
1971-87
1971-87
1971-82

Growth
Rate

-3.8

-2.6
4.5
7.9
8.2
1.9

Source: World Bank compilation of FAO data, and MINAGRI statistics.

Table 8.4 
Estate Sector Production 1982-1987

(000 metric tons)

1982/83 1983/84 1984/85 1985/86 1986/87

Palm Oil
Palm Nuts
Rubber
Bananas
Tea

72.5
15.5
16.1
56.5

1.8

65.1
13.1
18.4
59.0
2.4

79.0
14.2
18.9
58.4
2.3

102.6
16.0
22.5
50.3
3.2

103.0
15.8

50.0
2.5

Source: IMF (1988a) Statistical Annex and combined parastatal data.

Table 8.5 
Meat Production (1969-1988)

Total Growth 
(Percent)

55
83
79 
0

53
-7

Ouantitv (000 mt)
Meat Type
Beef
Sheep & Goat
Poultry
Pigs

Total
Per capita (kg)

1969
42
11

8
11

72
11.8

1988
65
20
14
11

110
11

Source: World Bank and MINEPIA

136



Table 9.1 
The Cameroonian Parastatal Sector

ALCOCAM
ALUCAM
AMACAM

BCCC
BCD
BEAC
BGT
BIAO-C
BIC
BICIC

CA
CAA
CACOCOM
CAEFC
CAMAIR
CAMATRANS
CAMBANK
CAMELCAB
CAMEP
CAMSHIPLINES
CAMSUCO
CAMTAINER

CAN
CAPLABAM
CAPLAHN
CAPLAME
CAPLAMI
CAPLANDE
CAPLANOUN
CAPME

CCIMC
CDC
CDEN
CDENO
CDPM
CEFAM
CENADEC
CENADEFOR
CENAFOP
CENEEMA

Companies in which GRC holds Equity 
(Equity range is 2-100 per cent)

Alcool du Cameroun
Compagnie Camerounaise d'Aluminium
Assurances Mutuelles Agricoles du Cameroun

Bank of Credit and Commerce-Cameroon 
Banque Camerounaise de Developpement 
Banque des Etats de FAfrique Centrale 
Brasseries et Glaciers Internationales 
Banque Internationale de PAfrique Occidentale—Cameroun 
Briqueterie Industrielle du Centre
Banque Internationale pour le Commerce et 1'Industrie 

Cameroun
du

Cameroun Actualites
Caisse Autonome d'Amortissement
Camerounaise de Coton et de Compresses Bandes
Chambre d'Agriculture d'Elevage et des Forets du Cameroun
Cameroon Airlines
Societe de Transit Maritime Delmas-Vieljeux Cameroun
Cameroon Bank
Cameroon Electric Cables
Societe Camerounaise d'Etudes et de Promotion pour PAfrique
Cameroon Shipping Lines
Cameroon Sugar Company
Societe Nationale de Transport des Containers et de Transit du

Cameroun
Conserverie Alimentaire du Noun 
Cooperative Agricole des Planteurs de Bamboutos 
Cooperative Agrico'e des Planteurs du Haut Nkam 
Cooperative Agricole des Planteurs de la Menoua 
Cooperative Agricole des Planteurs de la Mifi 
Cooperative Agricole de Planteurs du Nde 
Cooperative Agricole des Planteurs du Noun 
Centre National d'Assistance aux Petites et Moyennes

Entreprises
Chambre de Commerce, d'lndustrie et des Mines du Cameroun 
Cameroon Development Corporation 
Caisse de Developpement de PElevage pour le Nord 
Caisse de Developpement de PElevage pour le Nord- Quest 
Caisse de Developpement de la Peche Maritime 
Centre de Formation pour {'Administration Municipale 
Centre National de Developpement des Entreprises Cooperatives 
Centre National de Developpement des Forets 
Centre National de Formation Professionnelle Continue 
Centre National d'Etudes et d'Experimentation du Machinisme

Agricole
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CEPC 
CEPER

CFC
CFGG
CFSO
CHC
CHOCOCAM
CHU
CICAM
CIMENCAM
CNCC
CNCE
CNIC
CNPS
CNR
COCAM
CP
CPE
CPLS
CRADAT
CREPLA
CREVECAM
CRIDSB

CSPH
CTMC
CTV
CUB
CUD
CUDS
CUN

ECAM-PLACAGE 
ELF-SEREPCA

FEICOM 
FGA 
FODIC 
FOGAPE

FONADER 

GETRAM

HEVECAM 
HYDRAC

ICAB 
IMPM

IN

Caisse d'Epargne Postale du Cameroun
Centre d'Edition et de Production pour 1'Enseignement et la

Recherche
Credit Foncier du Cameroun 
Compagnie Forestiere du Golfe de Guinee 
Compagnie Forestiere Sangha-Oubangui 
Cameroun Hotels Corporation 
Chocolaterie Confiserie Camerounaise 
Centre Hospitalier Universitaire 
Cotonniere Industrielle du Cameroun 
Cimcnteries du Cameroun 
Conseil National des Chargeurs du Cameroun 
Centre National du Commerce Exterieur 
Chantier Naval et Industriel du Cameroun 
Caisse Nationale de Prevoyance Sociale 
Caisse Nationale de Reassurance 
Contreplaques du Cameroun 
Centre Pasteur 
Cameroun Publi-Expansion
Comite Provincial de Lutte contre la Secheresse dans le Nord 
Centre Regional Africain d'Administration du Travail 
Centre Regional de Promotion du Livre en Afrique 
Crevettes du Cameroun 
Centre Regional d'lnformation et de

Scientifiques sur la Biosphere 
Caisse de Stabilisation des Prix des Hydrocarbures 
Compagnie de Transformation des metaux au Cameroun 
Cameroon Television 
Centre Universitaire de Buea 
Centre Universitaire de Douala 
Centre Universitaire de Dschang 
Centre Universitaire de Ngaoundere

Documentation

Compagnie d'Exploitation Industrielle des Bois du Cameroun 
Societe Elf de Recherches et d'Exploitation des Petroles 

Cameroun
du

Fonds Special d'Equipment et d'lntervention Intercommunale
Fonds de Garantie Automobile
Fonds de Developpement de 1'Industrie Cinematographique
Fonds d'Aide et de Garantie aux Petites et Moyennes

Entreprises 
Fonds National de Developpement Rural

Societe Generate des Travaux Metalliques

Societe Hevea Cameroun 
Hydrocarbures Analyses Contrdles

Industries Camerounaises et Annexes du Bailment 
Institut de Recherches Medicales et d'Etudes

Medicinaies 
Imprimerie Nationale

des Plantes
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INTELCAM
IRA
IRGM
IRZ
ISH

LABOGENIE
LANAVET
LONACAM

MAB 
MAETUR

MAGZI
MAISCAM
MATGENIE
MEAL
MEAVSB

MEDSE
MIDEBOM
MIDENO
MIDEPECAM
MIDEVIV

MIDO 
MIYAO

NCC
NOBRA
NPC

OC
OCB
OCC
OCFT
ONAC
ONAREF
ONES
ONCPB
ONDAPB

ONPC 
ONPD 
OPV

REGIFERCAM

SABC
SABM
SAFACAM
SATC
SBAC

Societe des Telecommunications Internationales 
Institut de Recherches Agricoles 
Institut de Recherches Geologiques et Minieres 
Institut de Recherches Zootechniques 
Institut des Sciences Humaines

Laboratoire National du Genie Civil
Laboratoire National Veterinaire
Office de la Loterie Nationale du Cameroon

Comite Permanent de 1'Homme et de la Biosphere
Mission d'Amenagement et d'Equipment des Terrains Urbains et

Ruraux
Mission d'Amenagement et de Gestion des Zones Industrielles 
Maiserie du Cameroun 
Pare National de Material de Genie Civil 
Mission d'Etude pour I'Amenagement du Littoral 
Mission d'Etude pour I'Amenagement de la Vallee Superieure de

la Benoue
Mission d'Etude pour le Developpement du Sud-Est 
Mission de Developpement 1'Embouche Bovine de Mbandjock 
Mission de Developpement de la Province du Nord-Ouest 
Mission de Developpement de la Peche Artisanale Maritime 
Mission de Developpement des Cultures Vivrieres, Maraicheres

et Fruitieres
Mission de Developpement d'Ombessa 
Menuiserie Industrielle de Yaounde

Nouvelle Cimenterie du Cameroun 
Nouvelles Brasseries Africaines 
Ntui Pineappple Corporation

Office Cerealier
Organisation Camerounaise de la Banane
Office Commercial Camerounais
Office du Chemin de Fer Transcamerounais
Office National des Anciens Combattants
Office National de Regeneration des Forets
Office National des Equipements sportifs
Office National de Commercialisation des Produits de Base
Office National de Developpement de 1'Aviculture et du Petit

Betail
Office National des Ports du Cameroun 
Office National de Participation au Developpement 
Office Pharmaceutique Veterinaire

Regie Nationale des Chemins de Fer du Cameroun

Societe Anonyme des Brasseries du Cameroun 
Societe Anonyme de Broyage de Minerals du Cameroun 
Societe Africaine Forestiere et Agricole Cameroun 
Societe d'Applications Techniques au Cameroun 
Societe Bastos Cameroun
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SCB
SCDP
SCEF
SCDM
SCM
SCS
SCT
SEBACAM
SEFERCAM
SEITA
SEMC
SEMRY

SEPBC
SFIA
SGBC
SGHC
SHE
SHNC
SIAMBOIS
SIC
SICC
SNEC
SNH
SNI
SOCADRA
SOCAMAC
SOCAME
SOCAPALM
SOCA
SOCARAVE
SOCATOUR
SOCATRAL
SOCAVER
SOCOODER
SODEBLE

SODCAO 
SODECOTON 
SODENKAM 
SODEPA

SODERIM

SOFIBEL
SOFOS
SOHLI
SOLADO
SOLICAM
SOLOCAM
SONACCOM
SONADIC
SONARA

Societe Camerounaise de Banques
Societe Camerounaise des Depots Petroliers
Societe Camerounaise d'Exploitation Forestiere
Societe Camerounaise de Metallurgie
Societe Camerounaise de Minoteries
Societe Camerounaise des Sacheries
Societe Camerounaise des Tabacs
Societe d'Etude des Bauxites du Cameroon
Societe d'Etude de Fer du Cameroun
Societe d'Exploitation Industrielle des Tabacs et des Alumettes
Societe des Eaux Minerales du Cameroun
Societe d'Expansion et de Modernisation de la Riziculture de

Yagoua
Societe d'Exploitation des Pares a Bois du Cameroun 
Societe Forestiere Industrielle de 1'Azobe 
Societe Generate de Banques au Cameroun 
Societe des Grands Hdtels du Cameroun 
Societe Hdteliere de 1'Est 
Societe Hdteliere du Nord Cameroun 
Societe Industrielle des Ateliers Modernes 
Societe Immobilize du Cameroun 
Societe Industrielle Camerounaise de Cacao 
Societe Nationale des Eaux du Cameroun 
Societe Nationale des Hydrocarbures 
Societe Nationale d'lnvestissement 
Societe Camerounaise des Droits d'Auteurs 
Societe Camerounaise de Manutention et d'Acconage 
Societe Camerounaise des Engrais 
Societe des Palmeraies du Cameroun 
Societe Camerounaise de Reassurance 
Societe Camerounaise de Raffinage des Huiles Vegetales 
Societe Camerounaise de Tourisme 
Societe Camerounaise de Transformation de 1'Aluminium 
Societe Camerounaise de Verreries
Societe Cooperative de Developpement et d'Epargne Rurale 
Societe de Developpement de la Culture et de la Transformation

du file
Societe de Developpement du Cacao 
Societe de Developpement du Coton du Cameroun 
Societe de Developpement du Nkam 
Societe de Developpement et d'Exploitation des Productions

Animates 
Societe de Developpement de la Riziculture dans la plaine de

Mbo
Societe Forestiere et Industrielle de Belabo 
Societe Forestiere de Sangmelima 
Societe Hdteliere du Littoral 
Societe de Laminage de Douala 
Societe Textile du Cameroun pour le Linge de Maison 
Societe de Location et de Construction du Cameroun 
Societe Nationale de Commercialisation des Plantes Medicinales 
Societe Nationale des domaines Industriels du Cameroun 
Societe Nationale de Raffinage
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SONEL
SOPECAM
SOTUC
SPFS
STEC
SYNTHECAM

TANICAM 
TEPCAM

UCAC 

UCA-SUD

UCCAO 
UNVDA 
UTAVA

WADA 
ZAPI-Est

Societe Nationale d'Electricite 
Societe de Presse et d'Editions du Cameroun 
Societe des Transports Urbains du Cameroun 
Societe des Palmeraies de la Ferine Suisse 
Societe des Tabacs de 1'Est
Societe Camerounaise pour la Fabrication des Tissus 

Synthetiques

Tanneries Industrielles du Cameroun 
Total Exploration Cameroun

Union des Cooperatives des Planteurs de Cacao et de Cafe du
Centre 

Union des Cooperatives des Planteurs de Cacao et de Cafe du
Sud

Union Centrale des Cooperatives Agricoles de 1'Ouest 
Upper Nun Valley Development Authority 
Unite de Traitements Agricoles par Voie Aerienne

Wum Area Development Authority
Zones d'Actions Prioritaires Integrees de 1'Est
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Table 9.2
Costs of Maintaining Major Agricultural, Industrial 

and Regional Development Parastatals
(Million of CFA Francs, CFY 1988/89)

Name

CDC
CENEDEC
CENADEFOR
CENEEMA
HEVECAM
MAETUR
MAGZI
MIDENO
MIDEVIV
MIDO
OFFICE
CEREALIER 

ONAREF 
ONDAPB 
ONPD 
SEMRY 
SODECAO 
SODECOTON 
SODENKAM 
SODERIM 
UNVDA 
WADA 
ZAPI-EST

Total

Expenditure
Operating 

Income Deficit

2,390
1,240
2,970
1,000
4,100
13,600
1,640
1,480
4,300
500

1,210
4,790
4,500
1,200

11,430
12,500
41,000

930
1,070
4,500
1,010
3.600

1,540
390
150
100

3,400
13,200

600
0

370
0

630
1,460
3,650

0
2,830
2,400

27,280
160
90

3,900
690

2.800

1,850
850

2,820
900
700
400

1,040
1,480
3,930
500

580
3,330
850

1,200
8,600
10,100
13,720

770
980
600
320
800

Principal 
Activity

Estate Crops
Cooperatives
Forest Products
Mechanization
Rubber
Urban lands development
Industrial zone development
Regional Development
Food Development/Security
Regional Development

Cereals Stabilization 
Forest Products 
Poultry/Small Ruminants

Rice
Cocoa
Cotton/Regional Development
Regional Development
Rice
Rice
Regional Development
Regional Development

121,960 65,640 56,320

Source: World Bank, 1988d
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Table 9.3 
Control of Parastatals by Ministry

Ministry No. Parastatals

Presidency 5
Agriculture 21
Commerce & Industry 19
Finance 14 *
Plan 14 **
Transport 13
Education & Research 11
Livestock & Fisheries 9
Information and Culture 8
Mines & Energy 3
Equipment 2
Urbanization & Housing 2
Health 2
Labor 2
Post Office 2
Other_____ _4__
Total 131

* Of which: 5 banks
** Of which: 4 regional development organizations
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Table 10.1 
Donor Technical Assistance 1986

(Percent)

Category France U.S.A. Fed U.K. Bel- Nethr- Egypt UNDP Other Total
of Rep. gium lands U.N.
Assistance ___ ___ Germany _ ___ ___ ___ ___ ___ ___

Political
Affairs - 0.1 - - 0.5 - - 0.0

General
Development
Issues 17.6 0.5 8.3 - 47.3 9.7

Natural
Resources 0.8 - 20.8 - 1.3

Agriculture - 36.2 21.0 35.1 89.3 92.9 15.8 31.9 12.0 20.6 

Industry - - 27.5 - ... 23.3 - 3.4

28.6 15.8 - 4.2

0.9 - 5.1 0.7

15.7 - 48.4 - 29.8 12.3

7.1 - 42.8

5.9 - 0.9 0.3

5.2 0.2 

	4.5

Transport 
and Com 
munication 5.1

Population

Health 8.0

Education 58.5

Humanitarian 
Aid

Social 
Conditions 9.9

Science & 
Technology

_

1.7

8.4

52.0

1.1

_

0.1

13.2 -

-

38.3 0.8

55.9

_

_

Total bv Donor:

$ mill. $42.2 28.4 8.4 0.9 0.8 2.2 0.5 3.8 3.1 $94.8 
Percent 44.5% 30.0 8.9 0.9 0.8 2.3 0.5 4.0 3.3 100.0%

Source: UNDP. Development Assistance Cameroon, Annual Report 1986.

Note: Grand total includes $4.5 million of other multilateral assistance not 
listed elsewhere.
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APPENDIX C.I 

Quality of Statistical Data

This appendix provides an analysis of the economic, sector, and survey data 
used by various analysts and which provides the basis for this CDSS. In some cases, 
where information used by the Government of Cameroon, the IBRD, or AID in its 
arguments but appears to be incorrect and should not be relied on for the CDSS, 
this is noted, too.

Statistical data:

There are deficiencies in the quality, coverage and currentness of statistical 
data in Cameroon which make any rigorous analysis difficult. These are noted in the 
World Bank CEM (1987, pages i, 2). First, secrecy surrounds oil sector data, which 
are only partially reflected in the national accounts, the government accounts, the 
balance of payments, and the official reserves. Second, national accounts tables are 
not very recent. Third, data on production are sketchy both in agriculture, 
particularly for food crops, and in industry. Fourth, employment data are available 
only for the civil service. Fifth, the balance of payments calculations are based on 
commercial banks' financial settlements, which covers only part of exports, imports, 
and capital flows; as a result the errors and omissions line item contains large 
unidentified flows. Sixth, no consumer price index is available at the national level, 
while the available indices are for urban populations. Seventh, detailed public 
finance accounts are not available, nor are data on the extra-budgetary accounts 
(largely oil-financed) which provide half of Government capital expenditure. The 
CEM attempts to adjust or re-estimate the official data to take better account of 
these; the Team cannot improve the data. The estimates must be treated with 
caution and used solely as indicators of orders of magnitude. Special care must be 
taken in extrapolating trends from these data.

The lack of oil data also affects the balance of payments account. The 
proceeds of government oil revenues are held in foreign banks, outside the operations 
account of the Monetary Union in the French Treasury, and not part of official 
reserves. These funds are repatriated as needed to finance government expenditures 
and maintain reserves in BEAC.

Second, sale of oil is in foreign currency, so profits of foreign oil firms, as 
well as operating expenses in foreign exchange, are both unknown. Also, debt 
service by oil companies is not recorded or is under-recorded for the same reason. 
On the other hand, repatriations are through the banking system and ARE recorded, 
unless used directly to finance overseas procurement. This leads to distortions in 
the balance of payments accounts.

Imports are clearly under-recorded. Unrecorded payments are eventually 
included in the Balance of Payments Accounts as outflow of monetary capital and in 
errors and omissions. The national accounts and balance of payments data suggest 
real annual growth of imports of less than 1 percent during 1979-85, or 13 percent 
per year in nominal terms. However, port traffic data suggest that import volume 
grew by 10 percent per year during the period, despite the virtual elimination of 
petroleum imports. Further, the records of partner countries report exports to 
Cameroon considerably above the value of imports reported by Cameroon.
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Continuing by sector, the ratio of capital goods imports to gross fixed 
investment has fallen from 38 percent in 1978 to 20 percent in 198S using official 
data; intermediate goods as a share of manufacturing output fell during the period 
from 37 percent to 19 percent. Such ratios are not reasonable, and suggest that 
neither the levels nor the trends for such data can be considered reliable.

Cameroonian National Accounts are based on the "Declaration Statistique et 
Fiscale". Since the DSF is also used for tax purposes, it tends to underestimate 
output, and overestimate both inputs and fixed capital formation, while substituting 
taxed inputs for non-taxed ones, all in order to reduce tax liabilities. The DSF 
itself is not filed by small enterprises which undoubtedly have lower overhead costs 
than large ones. Data obtained from the DSF are frequently internally inconsistent, 
such as trade sales increasing by 27 percent while intermediate consumption declined 
by 9 percent. Finally, the DSF is filed well after the end of the fiscal year and 
thus leads to delayed accounts. The World Bank estimates must be viewed as 
approximations for 1985/86 and 1987/88 (1988a, page 99-100).

The savings rate is difficult to calculate, since private consumption is a 
residual in the national accounts, and growth in import volume is clearly 
underestimated. Public consumption grew by 8 percent annually during 1979-1985 due 
to growth in the number of civil servants.

Savings are predominantly generated in the household and enterprise sectors, 
the share of which declined during 1979-81 because of the rapid growth of public 
savings from oil. No data are available on the structure or origin of private savings.

Farmers are incompletely adjusted for their own consumption of production 
which is thus not included in national accounts. The World Bank attempts to correct 
this using the USAID Cameroon Agricultural Census of 1984, which provides a first, 
cross-sectional view of the sector. Nevertheless, the data are inadequate for a large 
sector of the economy.

Finally, data from different sources are sometimes so different as to be 
unreconcilable for this study. They sometimes disagree in trend as well as in 
magnitude.

These are only examples; others could be found. In summary, national income 
and balance of payments figures used in this report must be treated with caution and 
used solely as indicators of orders of magnitude. It is dangerous to attempt to 
extrapolate trends from these data.

Survey information:

This appears to be misused in the structural adjustment debate. To pursue 
this, the CDSS team attempted to determine the origin of a statistic concerning the 
aging of the Cameroonian agrarian population (and particularly the plantation crop 
population), and the posited effect of this aging on production, willingness to invest 
or innovate, and other managerial behavior. The statistic appears to be based on the 
1984 Agricultural Census description of farmer characteristics (MINAGRI 1988, pp. 
1-7), which is misleading:
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The Agricultural Census reports 54 percent of all farir operators were over 44 
years of age, and that 85 percent were male. The population pyramid, properly 
redrawn, suggests age misreporting for males aged 15-24 who were attributed to the 
5-14 cohort, possibly (given common errors in demographic surveys elsewhere) 
because they were students. A shortfall in males 25-44 remains, but this is not a 
new phenomenon or extraordinary in Cameroon, as ORSTOM surveys of the 1960s and 
1970s will attest. The survey appears (the team has not seen the original) to use a 
culture- and sex-biased measure of the "operator" as contrasted to the person who 
manages a particular plot. In a dynamic traditional agriculture, "aging" of the 
operators attests to improved rural life spans, not a change in the micro-management 
of farm plots.
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APPENDIX C.2 

"Dutch Disease"

Introduction:

This appendix attempts to tie together some topics in recent Cameroonian 
economic performance, on the basis of the scant evidence on petroleum export 
revenue available directly and through the World Bank, and on conjecture based on 
the experience of other petroleum exporters. These topics are: loss of 
competitiveness in international trade, domestic economic slowdown, crisis in the 
banking sector, and the perceived (by several informants in the private sector) rise 
in individual corruption on the part of government actors in the trade and fiscal 
processes. The appendix is based on an analysis of the economic motivation provided 
by various economic institutions in Cameroon to their actors—whether client or 
employee. The analysis is brief and possibly off the mark, but it has important 
implications for A.I.D. strategy in Cameroon.

The monetary influence of the CFA franc zone(s) is discussed elsewhere. 
Within the zone, the French franc accounts for 97.1. percent of the money supply 
white the West African CFA accounts for 1.6 percent and the Central African cfa 
(including Cameroon) for 1.3 percent (Table 2.4'-). Hence, the French franc has a 
powerful effect on the purchasing power of the two CFA francs.

As a late producer of oil, Cameroon was able to learn from the experience of 
producers of the 1970s concerning the effect of petroleum exports on the non-oil 
economy. The government avoided getting addicted to temporary revenues (it did not 
mortgage future revenues, and it devoted a large percentage for investment, 
particularly in economic and social infrastructure), and so maintained low external 
debt. It kept both internal and external financial stability despite an unstable and 
unfavorable international environment. Although oil swelled personal incomes (of 
workers and—through the expenditure multiplier—the economy) and tax revenues, the 
SNH placed most of its oil profits in assets offshore. This partially isolated the 
money supply from oil revenues, and served to protect Cameroon from what is known 
as "the Dutch disease".

Dutch disease results from rapid growth in the domestic money supply when 
extraordinary foreign exchange earnings (in this case from petroleum export at high 
prices) are converted into local currency. If the productive capacity of the economy 
has not grown as fast or faster to provide goods and services to be purchased by 
this new liquidity, and if the excess is not completely sopped up by new imports, 
then the textbook economic example of "too much money chasing after too few 
goods" leads to domestic inflation. Inflation in turn makes local industry less 
competitive in both domestic and export markets; incentives to produce favor 
non-traded sectors while consumer incentives favor imports, and economic stagnation 
results. Although named with respect to oil in Holland, the disease has been 
observed as long ago as 16th century gold looting from the New World which led 
Spanish prices (under the gold standard) to exceed those of imports, to capital 
outflow and hence to the inadvertent financing of the industrial revolution in 
Northern Europe at the expense of potential Spanish industry which did not develop.

1 Table 2.4 is not found in the CDSS.
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If the currency is not allowed to depreciate (within the Gold Standard or within 
the Franc Zone), the real exchange rate appreciates, so non-traded sectors become 
"favored" compared to export sectors, and exports become less profitable or 
unprofitable under Dutch disease, while import-substituting producers suffer as 
imports become relatively less expensive.

This can be prevented if earnings unrelated to the basic productive apparatus of 
the economy are spent on imported items; it does not matter whether for investment 
goods or consumer goods. It is not the productivity of the expenditure which is 
important (the choice between productive investment goods, "non-productive" public 
investment, or consumer goods is sometimes falsely cited), as it is the repurchase of 
foreign exchange. The problem is macroeconomic and should not be treated as a 
microeconomic or allocative phenomenon.

Through offshore placement of oil assets, Cameroon appeared to have avoided 
much of the Dutch disease. The government's economic managers, however, appears 
to have looked at the micro-economic elements more than the macro-economic one. 
Oil sector proceeds have been carefully concealed by the Government and even its 
own projections produced by the "troika" (Lazard-Shearson-Warburg) can show 
balance of trade surplus or deficit according to how the "unknown" oil revenues are 
allocated (p. 21), so this is partially conjecture. The World Bank CEM (1987, p 39) 
calculates that 86 percent of oil revenues were actually reinjected into the economy 
even before the beginning of the crisis, to finance government investment and 
consumption. Consumption included an increase of 10 percent per year in the 
number of civil servants, as well as regular subsidies to those noncompetitive firms 
with public participation.

As the Government arrears have worsened in the current economic crisis, more, 
probably in excess of 100 percent, of these "black" reserves have probably been 
reinjected to cover current budget shortfalls. At the moment that the real economy 
slowed substantially (the growth in domestic goods and services on which to spend 
money is slowing), repatriation of reserves inflated the money supply.

The reduction in the real interest rate discourages placement of assets in the 
financial sector, to the point where the most common measure of financial 
deepening, M2/GDP was 0.19 in 1983 (IBRD 1986, p. 10-11), less than most countries 
at a similar level of development and the second lowest (ahead of Niger but behind 
CAR) in the franc zone.

With costs higher than other African countries, Cameroon has become less 
competitive even within the CFA zone at a moment when the CFA zone has become 
less competitive due to the appreciation of the French franc against other 
currencies (particularly the U.S. dollar). The two phenomena are distinct in the 
analysis of the deterioration in the balance of payments.

Finally, the fall in oil prices as well as those of other primary commodities has 
reduced the source of finance which created the high-cost economy. Economic 
recovery depends on the flexibility of Cameroonian economic institutions to reduce 
this cost disadvantage, with the handicap that one institution—the monetary 
regime—is constrained in its reaction either through exchange rates or interest rates.

152



The emergence of Dutch disease has had a visible impact on Cameroonian 
economic institutions through its modification of the incentive structure facing actors 
within the institutional framework.

Fiscal and customs apparatus:

The increased cost differential between imports at border prices and those 
bearing the full tax burden has increased the economic incentives for potential 
importers or producers to bypass the formal system to obtain lower-cost imports. 
This increases the incentives for smuggling (fiscal or real) and bribery, and so at 
equilibrium the amount would be expected to increase unless incentives existed on 
the government side to restrain them. Employment security, which in the past 
provides an alternative incentive to wage for government employees administering 
these tools, has decreased at the same time wage receipts have lagged due to the 
government "squeeze" in its trying to get or conserve revenues.

From the point of view of policy-makers, there is a perception that tariffs "do 
not work", because high local costs lead to increasing lack of competitiveness of 
domestic enterprises under the existing tariff regime, no matter how high. In such a 
case there is both pressure from the constituents for quantitative restrictions against 
"dumping", and frustration with the "market" model of restricting tariffs. Hence, the 
policy makers have a strong incentive to undertake the "wrong" policy from the 
point of view of economic efficiency.

Under such conditions, economic incentives lead to a marginal incentive for 
corruption within the inflexible system, smuggling and informal economy outside the 
system to improve the functioning of the market. Encouragement is also provided to 
production and distribution within the parallel economy.

The more strongly the Government tries to enforce and extend the existing 
structure, the more economic incentives lead the actors to attempt to escape it. 
Attempts to raise new taxes or levies for revenue purposes will be inefficient or 
counterproductive. The pressure to impose non-tariff barriers to imports will 
increase as tariffs appear to work less well than formerly at barring imports.

The resumption of growth is both a rnacroeconomic and microeconomic problem. 
The overall economy has adjusted largely to the previous level of oil revenues, 
while the cost structure reflects the more recent inflow which has put additional 
pressure on potential exporters, while increasing incentives to bypass the official 
import and fiscal mechanism. Allocational questions—tinkering with the government 
investment budget—will not be sufficient.

A more serious question is how to repair the institutional motivation created by 
Dutch disease. This is the major point of intervention for correction of the major 
policy contradictions already stated by the Government (Plan directeur de 
{'industrialisation, 1988, Synthesis, page 13).

The first step is to recognize the problem for what it is, and not consider it as 
a microeconomic phenomenon which can be treated by tinkering.

Second, some existing institutions are clearly incorrect for such resumption and 
repair, and must be reworked and harmonized with the development strategy.
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Financial sector:

Interest rate rules of the BEAC and Cameroon provide no motivation (i) for the 
private sector to increase its deposits in the formal financial system, or (ii) for 
banks to engage in higher-risk SME lending. The result, over 20 years of this 
system, has been a narrow base of deposits (principally the Government, large 
companies—mostly those doing business with the Government, and parastatal 
enterprises; there is no significant private deposit base to act as a cushion). When a 
liquidity crisis hits the public sector, the parastatals, the oil sector or the price 
stabilization fund, the banking sector is hurt directly and through the private 
contractors. Recently all of these accounts have been affected. The banking sector 
has no private deposit base cushion.

When it was hit, the banking system had no possibility of offering an interest 
rate differential to draw capital inflow, and so absorbed the full force of the 
withdrawals. Some banks absorbed more, given the private sector switching among 
banks according to each bank's perceived strength.

Non-financial sector:

Most of the growth in the non-oil economy was generated in the non-tradeable 
sectors—construction, services, food crops. Overall there has been a virtual 
stagnation in the production of export corps in 1978-85. These sectors have 
different relations to government spending and thus will be affected differently by 
the liquidity crisis. In the first wave, government arrears has harmed firms 
depending directly on the government for their sales of goods and services.

The second wave may soon break, given the macro-economic multiplier- 
accelerator. Salaries not paid to civil servants and illiquid companies will reduce 
national purchasing power as this sinks in. The institutional analysis of this is 
complicated by traditional revenue-sharing in Cameroonian society, since civil 
servants are used to long delays in their salary payments and have mechanisms in 
place to maintain their level of consumption. As a result, unless a clear signal is 
given from the Government that individuals have been laid off, the attrition through 
job-quitters will be delayed. The team's brief impression is that sectors not 
depending directly on the government continue at their previous strength, but 
eventually will suffer from the downturn in purchasing power.

The IMF, IBRD, and CCCE assistance in foreign exchange will be 
counter-cyclical, but possibly not enough to arrest this process.

154



APPENDIX C.3 

Summary of Industrial and Commercial Policy Instruments

This appendix is intended to give an overview of the instruments of 
Cameroonian industrial and commercial policy, their intended purpose, and their 
impact on actual development. For further research, consult Ministcre du Plan (1988) 
and World Bank (1987).

I. Summary of the industrial policy statement of the Government:

"Government policy aims to create an economic and political environment which 
serves to encourage a more dynamic and competitive private sector becoming 
more technically efficient. The accent is on small and medium enterprises.

"Concerning trade policy, tariffs will be reformed to respond to the 
requirements of the business downturn. Also, the commercial regime will be 
reformed to create incentives for industrial efficiency in both domestic and 
export markets. The mechanisms of the Franc zone must be reviewed to this 
end, with the collaboration of all partners.

Trice control must be made flexible to create a competitive environment. 

"Production taxes must be replaced by the VAT which distorts production less.

"The investment code must be revised to reduce its polarization toward large- 
scale projects. Incentives should reflect more increase in value added, foreign 
exchange earnings, and the training of skilled human resources."

II. Cameroonian government priorities in Sixth Five-year Plan for Economic, Social 
and Cultural Development:

1. Food self-sufficiency through the development of the rural sector;
2. Promotion of forestry exploitation;
3. Industrial development based on domestic raw materials (vegetable or 

	mineral);
4. Encouragement of SMEs rather than LSEs;
5. Infrastructure improvement; and
6. Equitable distribution in regional development.

III. Ministries' roles in government policy

Plan and Regional Development: coordination in industrial planning, elaboration 
of Government plans under the 5-year plan.

Industrial and Commercial Development: investment plans, incentives (such as 
UDEAC taxe unique, TIP); national price control and awarding of licenses; 
management (through SNI) of the state investment portfolio in public and 
para-public enterprises.

Mines and Energy: Mines, energy, iron and steel, petroleum, and chemical 
development.
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Agriculture: Works directly with the agricultural sector, with tasks divided 
with parastatal development societies and with ONCPB for exports. Not 
responsible for the following two ministries' coverage;

Livestock, Fisheries and Animal Industries: livestock, abattoirs, leather, milk 
products, fisheries;

Forests: Awarding forest concessions; timber industry.

Public Health and others: pharmaceutical supply, pharmaceutical sector 
development;

Labor: Application of laws on minimum wage; 

Finance: Control of fiscal and tariff regimes. 

IV. Industrial and Commercial Policy:

1. Fixed exchange rate: This is good for monetary stability, but does not 
reflect relative purchasing power with the French franc or other CFA 
countries, let alone 3rd countries. Must seek mechanisms to reestablish parity 
between FF and CFAF based on purchasing power and business cycle.

2. Import rights: UDEAC rules expressed in "Tarif des Douanes" and "Re 
glementation Douaniere". Two systems exist to treat imports according to 
their origin:

a. Non- UDEAC trade:

Imports are subjected to four columns in the tariff program:

i. Droit de Douane (DD), 0-30 percent of CIF value on all imports;
ii. Droit d'Entree, 0-90-percent of CIF value on all imports;
iii. Taxe sur le Chiffre d' Affaires (TCA), now 10 percent of

(CIF+DD+DE); and 
iv. Taxe Compl6mentaire, a national tax which varies by state, 0-90

percent of CIF value of import.

The cumulative tariffs on non-UDEAC imports are relatively uniform 
within product categories under the Brussels Commercial Nomenclature 
(BCN), with progressiveness according to the degree of manufacture to 
protect domestic transformation. However, except for certain luxury items 
with high tariff, and some necessities such as fertilizer, agricultural 
machinery [!], basic foodstuffs, with low tariffs, tariff progression is 
relatively straightforward [sic] and uniform, favoring higher stages of 
production.

The following export taxes are imposed:

i. A two percent export tax is imposed across-the-board, for revenue
purposes, 

ii. Most manufactured exports are exonerated, however. NOT
exonerated are textiles, leather articles, packaging.
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iii. Many products have special taxes (bananas 17.5 percent, tobacco IS 
percent, wood and lumber 15-46 percent; coffee or cacao are 50 
francs per ton plus 1 franc per net kilogram, or approximately 42.5 
percent).

b. UDEAC trade:

Taxe Unique (TU) is a regime given to particular enterprises. Only these 
can export within UDEAC. Ad valorem tax are imposed in country where 
the goods are sold according to its own schedule, but varies by country 
(for schedule, see Ministere du Plan 1988, Industrial Policy Sectoral study, 
table 4 p 26). This shows level of ERP by country within UDEAC. Goods 
under TU are still taxed, but comparatively much less so. Also, TU 
enterprises have unlimited exonerations on local and imported inputs!

Taxe a la Production, Taxe Interieure a la Production (TIP):
Manufacturing enterprises pay a tax on value of production. This reduces 
their competitive position against imports, and especially against local 
producers exonerated from duties under the TU. So, those who only sell 
at home get TIP instead of TU, which gives them the same advantage on 
imports of inputs as those under TU. While giving a price advantage, this 
modifies the ERP and discriminates heavily against any use of local raw or 
intermediate materials.

V. Protection:

Two aspects of commercial policy have invisible effects: quantitative 
restrictions (QRs) and ONCPB policy on agricultural exports. Three types of import 
restrictions exist (excluding health bans):

1. Sensitive products, with conditions attached to import, where local 
production doesn't meet demand—local products get scarcity rent and 
inefficiencies, amount unknown;

2. Products regulated by "pairing" as equivalent to local origin products, 
many of which also controlled under first regime; and

3. Other controlled products requiring prior authorization to import. 

These are enumerated in Appendix B, Tables 4.1-4.3.

Protection tends to protect particular enterprises, not sectors. The average nominal 
tariff rate is 70 percent.

VI. Price control:

The price control mechanism reflects the importance the Government accords to
price stability.
Also, regulators are interested in preventing monopoly profits when limited
competition among producers and distributors (although evidence cited above
suggests the import regime is the primary creator of such monopoly).
The mechanism used is: reference price increased by fixed margin over cost.
Prices must be certified first, so enterprise must present documentation
justifying level of expenses.
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This is intended to protect the consumer, but instead encourages producer to 
increase their costs without increasing their efficiency. It is analogous to the 
system used in France, which is beinc phased out due to its pernicious effects. 
French sources suggest to the CDSS team that only when enough young controllers 
return from training in France with immersion in the new "philosophy" will phaseout 
of the existing system be possible; it is not a target for the CDSS.

The system of homologation is imperfect. Only 20 of 100 enterprises under its 
statute use homologation; the State is unable to control the others. This penalizes 
those who are in order, because of delays in the homologation procedure. It is an 
inefficient process Tor attempting to regulate monopoly.

VII. Minimum Wage:

Minimum wage plus 15 percent social security plus bonuses for seniority are 
paid in formal sector. Some industries pay above minimum wage. Price control 
legislation is to guarantee the purchasing power of this wage, not for any intrinsic 
purpose, so the minimum wage must be included in any consideration of abolition of 
price controls.

VIII. Investment code:

The investment code was revised in July 1984. It favors new investments over 
existing enterprises (expansion, repair and maintenance, or operations) and thus 
means that firms within the same product line are not competitive one with the 
other, according to their date of qualification under the code.

Criteria are:

1. Size (advantages increase as investment size exceeds CFAF 500 million 
(regime A), 2.5 billion (regime B), or 5 billion (regime D)). Regime C 
refers to SME under CFAF 500 million.

2. There are 3-4 criteria within each regime for A,B, and C.: local trained 
employment, or high value added in frontier areas are criteria for regimes 
A and B. The system thus has multiple goals.

But: the system is static, not dynamic. It doesn't use efficiency as a criterion, 
distorts incentives away from other sectors (services, commerce, construction).

I.. Financial Sector Policy:

In the financial sector review which the CDSS design team finds divorced from 
reality, the Master Plan calls for putting in place financial Institutions and 
techniques for raising internal savings to channel them toward t^«v development 
industrial projects. This we believe is not rational within the current policy 
environment. The government policy interventions proposed are as follows:

1. Household Savings: these are low individually, and widely dispersed. The 
State can sell shares and bonds with favorable financial and fiscal stimuli; 
this requires a capital market and encouragement. Recommendation: raise 
interest rates so financial institutions can intermediate.
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2. Business savings: Encourage industrial investment from other sectors, by 
fiscal incentives and parallel measures to discourage "inopportune" 
investments.

3. Public savings: Give favorable cpnditions on loans to promote infant 
industries which need special handling [??]; participate in capital and 
profit-sharing through financial institutions.

4. Other The Conseil National des Credits should harmonize investment 
credit policy according to the Plan objectives and investor needs: taux 
d'intere preferential (T.E.P.) can be extended to SME, to the discount 
rate for public development finance, to the national Treasury, with the 
taux d'intere normal (T.E.N). for all others. The CDSS team disagrees 
strongly.

5. Encourage savings: This policy has not been thought out. It proposes 
interventions such as: discouraging luxury consumption and ask BEAC to 
publicize the possibility of placing savings assets in the Money Market 
(not yet extant) through bank accounts; letting banks propose better 
deposit interest rates; letting medium- and long-term deposit rates 
approach money market rates, and others.

X. Export promotion:

The analysis indicates that Cameroon has 'lad little success in attempting to 
diversify outside the UDEAC region, except auminum, cotton fiber, and lumber. 
Entrepreneurs don't know enough about regional and extra-regional markets. Noting 
that CNCE is responsible to fill this gap and promote exports, the study 
acknowledges that CNCE "unfortunately" lacks necessary resources to do so 
completely. A list of things CNCE should undertake is presented. The agreement 
between the Government of Cameroon and the IMF calls on Cameroon to reduce 
nonproductive trade missions in its overseas diplomatic missions, so this policy 
appears to be an orphan.
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APPENDIX E 

PERSONS INTERVIEWED

GOVERNMENT OF CAMEROON

Romanus AJAPNGU FOMENKY, DEPM/A, Ministry of Education, Yaounde. 
A. BEKOUME, Conseilleur Economique, Ministry of Industrial and Commerical

Development, Yaounde. 
Saidou Abdoulai BOBBOY, Chambre de Commerce d'lndustrie et des Mines du

Cameroun, Douala.
J.B. DJOUMESSI, Conseilleur technique, Ministry of Plan, Yaounde. 
Jean-Baptiste ELOUGOU NDJIE, IGP/IMPN, Ministry of Education, Yaounde. 
Francois-Davide ELOUNDOU, Director, Cooperation Technique et Etudes Techniques,

Ministry of Plan, Yaounde. 
Jacques LATTA, Directeur adjoint, Direction de Contrdle Economique, Ministry of

Finance, Yaounde. 
Ndine Roger MBASSA, Direction des Contrdles Economiques et des Finances

Exterieures, Ministry of Finance.
Rene MBAPPOU, Chef de Division, DEP/DS, Ministry of Agriculture, Yaounde. 
Roger MBASSA NDINE, Directeur des Contrdles Economiques et des Finances

Exterieurs, Ministry of Finance, Yaounde. 
Jean MFOULOU, Director of Higher Education, Ministry of Higher Education,

Computer Science, and Scientific Research, Yaounde. 
Pierre MOUTENG, Directeur Adjoint, National Center for External Trade (CNCE),

Douala
Sylvester NDESO, Ministry of Health, Yaounde. 
Jean Pierre NJOUMNA, Economist, Direction de la Cooperation Economique et

Technique, Ministry of Plan, Yaounde. 
Gabriel NKODO, Chef de Division de Coordination et de Contrdle, Centre National

d'Assistance aux Petites et Moyennes Enterprises, Douala. 
Paul NKWI, Conseilleur Technique, Ministry of Higher Education, Computer Science,

and Scientific Research, Yaounde.
Camille POKOSSY, Financial Economist, Ministry of Plan, Yaounde. 
SAMA FINLAY Doh, Directeur de la Planification, Ministry of Plan, Yaounde. 
Elizabeth TANKEU, Minister of Plan, Yaounde.
Etienne TEMGOUA SAOUNDE, Technical Advisor, Ministry of Health, Yaounde. 
TSANGEU Paul, Director des Etudes, des Projets et de la Formation, Ministry of

Livestock, Fisheries, and Animallndustry, Yaounde. 
R. TSOUNGUI, Director, Contrdle Economique et Finances Exterieurs, Ministry of

Finance, Yaounde. 
Idriss VESSAH NJOYA, Contrdleur General, Ministry of Plan, Yaounde.

INTERNATIONAL ASSISTANCE ORGANIZATIONS, 
PVOS, AND DONORS

Kingson APARA, Project Officer, World Bank, Yaounde. 
Judith COLLINS, Director, CARE, Yaounde.
Paolo A. COPPINI, Resident Representative, United Nations Development Programme, 

Yaounde.
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Wayne EDDISUS, Foreign Investment Advisory Service, International Finance
Corporation, Washington. 

Rose GAKUBA, UNDP, Yaounde.
G.E. GNIKPINGO, Senior Loan Officer, African Development Bank, Yaounde. 
Franz KAPS, World Bank, Washington.
Lisa KUENNEN, Central Africa Office, Catholic Relief Services, Yaounde. 
Morike KONARE, Industrial Counselor, UNIDO, Yaounde. 
Johannes MARX, Manager, GTZ, Yaounde. 
David MITCHNIK, World Bank, Yaounde.
Pierre MORSET, Director, Caisse Centrale de Cooperation Economique, Yaounde. 
Jonas MVA MVA, Project Officer, Central Africa Office, Catholic Relief Services,

Yaounde.
Minh Chau NGUYEN, World Bank, Washington, on TDY in Yaounde. 
Kham T. PHAM, Senior Research Officer, International Service for National

Agricultural Research, Yaounde.
Frederikke ROEJKJAER, Industrial Assistant, UNIDO, Yaounde. 
Wolfgang SACHERS, Food Security Specialist, FAO, Rome.

FINANCIAL SECTOR

Edouard AKAME MFOUMOU, Directeur General, Banque Internationale pour le
Commerce et 1'Industrie du Cameroun, Douala. 

Martin ATANGA, Directeur Adjoint, Bank of Credit and Commerce Cameroon,
Yaounde.

Michael BARRETT, Directeur General, Gras Savoye Cameroun, Douala. 
Peter W.D. DIXEY, Manager, GREACAM Assurance Ltd., Douala. 
Vincent ETOUNDI, Secretaire General, Association des Societe d'Assurances du

Cameroun (ASAC), Douala. 
Paul KAMMOGNE FOKAM, Chairman, Caisse Commune d'Epargne et d'lnvestissement,

Yaounde. 
Martin N. FONCHA, Director, ALICo (American Life Insurance Company, AIG Group),

Douala (private). 
Maroun W. KHALIFE, Directeur General, International Bank of Africa-Cameroon,

Douala (private, mixed ownership). 
Edouard NGUEKAM, Manager Buea Branch, Banque Internationale pour le Commerce

et Tlndustrie du Cameroun, Buea.
John RASCHER, Credit Manager, International Bank of Africa-Cameroon, Douala. 
R. SELVARAJU, Manager, Operations and Credit, Bank of Credit and Commerce

Cameroon, Yaounde. 
Placide TEDOM, Sous-Directeur a la Direction du Credit, Banque Internationale

pour le Commerce et 1'Industrie du Cameroun, Yaounde.

PARASTATAL SECTOR, NON-FINANCIAL

Clement F. AZAH, Training Department, Cameroon Development Corporation, Bota,
Limbe.

Dr. DOBO BEYE Casimir, Director, ONAPHARM. 
Terry QUADLING, Management Development and Training Manager, Cameroon

Development Corporation, Bota, Limbe.
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PRIVATE SECTOR, NON-FINANCIAL

M.N. ARUKE, Managing Director, Tripartite Metal Construction Co., Ltd., Limbe.
Stella BONGOR, Friendly Pharmacy, Yaounde.
John A. DWYER, General Manager, Del Monte Cameroon; and President, American

Business Association, Douala.
Alud Francis FOKOBO, Fokobo and Bros. Enterprise (furniture manufacture), Buea. 
M.T. FOMUKONG, Reliance Commercial Enterprise, Limbe. 
Tobias FONJUNGO, Managing Director, Thomas F. Fonjungo and Sons Enterprises,

Tiko, and Member of Parliament for Tiko - Fako.
Ernest KINGUE EKAMBI, Accountant, Camerounaise d'Audit et d'Expertise, Douala. 
MADU Gerard, Madus Enterprises, Buea.
Richard MOULET, Conseil Juridique, Fidafrica (Price Waterhouse), Douala. 
NGON NGON G. Roman, Director, Laborex, Yaounde. 
Francis NGWA, Plant Kingdom Nurseries Enterprise, Mutengene. 
Calvin Tayong NGWEN, Director, Tayo Enterprise Muea (General Commerce and

Contractor), Buea.
Nicole NSOMO, Deleguee Generate, Syndicat des Industriels du Cameroun, Douala. 
Representative, SOJAH Enterprises Lumber Mills, Muyuka. 
Fred STEIN, PECTEN Cameroon, Douala. 
Martin TABUFOR, Managing Director, Afosi Bros. Bookshop, Buea and Muyuka.

U.S. GOVERNMENT

Ellsworth AMUNDSON, Deputy Director, USAID Yaounde.
Mary Ann CUSAK, Program Manager/Eduation, EHRD, USAID Yaounde.
John DORMAN, Agricultural Development Officer, USAID Yaounde.
Sammy ENYONG, Associate Director, Peace Corps, Yaounde.
Gerald HENSLEY, Controller, USAID Yaounde.
Jay JOHNSON, Director, USAID Yaounde
Gary E. LEINEN, Education Development Officer, USAID Yaounde.
Arnold F. LESSARD, Private Enterprise Development Officer, REDSO/WCA, A.I.D.,

TDY in Yaounde.
Janet MALKEMES, Economic Officer, U.S. Embassy Yaounde. 
Roger J. MORAN, Political Officer, U.S. Embassy Yaounde. 
Norman OLSEN, Supervisory Program Officer, USAID Yaounde. 
Robert SHOEMAKER, Project Development and Evaluation Officer, USAID Yaounde. 
R. Steven TAYLOR, Director, Peace Corps, Yaounde. 
Tham V. TRUONG, Program Economist, USAID Yaounde. 
Tjip WALKER, Fertilizer Subsidy Reform Project, Yaounde. 
Mary Beth WERTIME, Assistant Peace Corps Director for Rural Development,

Yaounde.
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OTHER

Robert ACTON, USDA, PASA contractor, AID Agricultural Management and Planning
Project, Yaounde. 

Richard AGBORTOGO, Manager, Opportunities Industrialization Centre International,
Buea.

Doyle BAKER, Agricultural Economist, NCRE Project (USAID). 
Vincent BROWN, Health Sector CDSS Consultant, University Research Corporation,

Maryland. 
Robert DE WOLFE, Academy for Educational Development; Training Coordinator,

Maternal and Child Health Care Project Yaounde. 
Simone DESMOULINS, Hospital Management Specialist, SANESCO International,

Paris.
Boniface ESSAMA, Faculty of Economics, University of Cameroon, Yaounde. 
Philippe GUERRIER, Senior Financial Analyst, Inter-Africaine de Conseil et

d'Assistance, Paris. 
Robert HANS, Chief of Party, North Cameroon Seed Multiplication Project (USAID),

Garoua. 
Rod KITE, Chief of Party, Agricultural Planning and Management Project, (USAID)

Yaounde. 
Joseph NTANGSI, University of Yaounde; advisor, World Bank; and advisor,

Presidency, Government of Cameroon; Yaounde. 
Linus OGENE, Chief, Technical Cooperation Team, Opportunities Industrialization

Centre International, Buea. 
Patrice VABRE, Vice President, Shearson Lehman Button International, Inc.

[member, Lazard Freres-Shearson-Warburg advisory group to the Government of
Cameroon], Paris.
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