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ABSTRACT

Cameroonian policy makers are not unanimous about
the appropriated growth strategy particularly concerning
the issue of sequencing. That is, whch should come firgt,
creating demand for financia services by ensuring rapid
economic growth or ensuring proper development and
expansion of financial sector (institutions) as a means of
achieving economic growth. This issue has become
important in the Cameroonian contot where a number of
the reform policies have been introduced and where

declining growth has been realised.

The thesis of this study is that inancial development
is a pre-condition for economic growth (supply - leading
hypothesis). The financial sector mobilises and channels
resources from savers to investors and thereby induces real
economic growth.

However, another school of thought believes that it is growth

XX



which induces an expansion of the financial sector (demand -
followiwng hypothesis). This thesis uses Granger - causality
modelling to investigate these competing hypotheses in the
Cameroonian economy. It further examines the factors that
affect real financial growth in the country.

A magor finding of this study is that there has not been
adequate development and expansion in the Cameroonian
financial sector. The thesis recommer ds that there must be
an urgent financial sector reform programme which will
promote competition in the money market and mobilise
savings which could be channelled into investment. Among
instruments of economic policy recommended are
deregulation of interest rates and the liberalisation of the

procedure for licensing new banks.
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CHAPTER ONE

INTRODUCTION
A prerequisite for greater economic resilience and
growth is a well-functioning financial sector, but this requires
careful design and discipline. This is so because where

finance fails, economic development also fails.

Financial institutions such as Central Banks,
Commercial banks, mutual funds, investment banks and
brokerage houses use a variety of financial instruments
(currency, demand deposits, stock, bonds and options) to
facilitate trade in goods and services and to channel
resources from savers to investors. By providing payment
services, mobilising savings, allocating credit, and allowing
participants to pool, trade and price risk, financial systems
may improve the flow of information, the allocation of
resources, and the management of firms in ways that

promote economic development (King and Le Vine, 1992).



The financial sector in most developing countries are
in distress. The variety of monetary experience in this part
of the world serves to underline the fragility of many
financial arrangements, and helps to illustrate the myriad
ways in which official policies, either spontaneously or in
response to exogenous shocks can destroy or at least impair
their functioning (Honohan, 1993). Thus, financial services
in these countries generally lag behind the developmental

needs of the economy.

Indeed, the distress nature of the financial sector has
been fundamental to the failure of African countries to
develop faster and attract more foreign capital than has been
observed. A great many academic economists and practical
bankers have laid much of the blame for this failure on

government policies.

Government policy environment has varied from
country to country and the contribution of the financial

sector to GDP has ranged from 2.7 per cent for Morocco to



14.7 per cent for Mauritius. The relatively high proportion
in Mauritius reflects the development of more sophisticated
financial services and the country’s success in attracting part
of the lucrative international offshore banking business

(Omoruyi, 1991).

In the light of the forgone discussion monetary
economists in the developing world are now increasingly
desirous of understanding the role of the financial system in
these economies and how they respond to the evolving
global structuration. This understanding is particularly more
important in the light of the restructuring of the
industrialised economies and the effects thereof on the

adjacent policies in the developing economies.

The growing realisation of the role of the financial
system in economic development therefore, calls for the
examination of the development of the financial system.
This becomes even the more imperative first, as the debate

between financial development and economic growth is cast



in a bidirectional manner and secondly in light of the policy
reforms under which the sector has been compelled to

operate.

In the mid-1980s for example, most sub-Saharan
African economies went through a series of reforms.
Prominent among such reforms was the Structural
Adjustment Programme (SAP). Some countries started this
programme as early as 1982 and by 1986, over 25 countries
had implemented this programme. An important
explanation of the wholesome adoption of this reform
programme on this part of the globe was that most of them
had no alternative as the reform was & pre-condition for any
further bilateral or multilateral aid. Simply put, it was a pre-

condition for granting further loans.

In 1987, Cameroon embraced this reform. In addition
to this reform programmes, the regional Central bank,
BEAC, embarked on a series of reform programmes which

acted as supplement to those of SAP. These policy reforms



were conditioned and excusable on the basis that. the
policies that seemed effective in the mid seventies did not

seem to work in the early eighties (Walle, 1991: ODI, 1990).

Infact, the World bank and many other analysts have
examined the impacts of the reforms on GDP, investment,
employment, government expenditure etc. But none of such
studies has examined specifically the effects of such reforms
on financial development in the country how it affects ....

and ..... or is affected by growth.

Consequently, this study has focused on an
examination of the development of the financial system and,
how it affects economic growth within the context of the
changing policy environment in Cameroon. As a
consequence, further assessement of the implications
thereof of such structuration for policy planning (and

analysis) is made.
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1.1  Background to the Problem

Economic activity in Cameroon has been stagnant, if
not, retrogressing in recent years. In spite of the efforts
made in the areas of adjustment, the economic performance
of Cameroon has remained poor because of profound
internal structural weaknesses and external constraints

(Wunde, 1992).

In the early 1970s available data’ suggested that Franc
Zone (FZ) arrangements had provided governments of
member countries with salutory monetary and fiscal
discipline. For example, from 1970 - 1985, the growth of
production and exports were higher in the CFA countries
than elsewhere in Africa, and inflation was lower. Within
this period, real income per capita of the CFA countries
grew on average by about 2 per cent per year despite
variations caused by two petroleum shocks, the primary

commodity boom, and the start of the debt crisis in



developing countries. Also, within this period, living
standards improved significantly and rising investment rates
gave reason for optimism about future progress. The
principal institutional arrangements which facilitated this
good performance were the independent regional central
banks, relatively disciplined monetary and other financial
policies, and a fully convertible currency.  These
arrangements fostered both macroeconomic stability and
relatively open trade policies that made possible sustained

export led growth.

But all these were short-lived. Starting from 1986, I'Z
economies in general and the Cameroonian economy in
particular have been facing major economic and financial
crisis.  While other African countries gave in to IMF
pressures and exerted stringent monetary and fiscal discipline

to adjust to changes in the international environment,



countries in the zone avoided adjustment and continued to

live beyond their means and accumulzate debt.”

Despite repeated attempts at internal adjustment, the
economic and financial situation worsened, with per capita
income falling and financing gaps widening. This dual crisis
has caused a downward deflationary spiral of production,
incomes, and expenditures that has cut real per capita
income by 40 per cent since 1986. The continuing dowward
spiral is impoverishing the population of the country. In the
same token, it is also undermining the country’s financial
institutions and threatening its continued existence. The
World Bank (1994) has added that. the public sector in
particular faced increasing difficulties. In the area of
government finance, these difficulties reflected a shrinking
tax base. This is as a result of a massive loss of

competitiveness caused by an unfortunate combination of



inappropriate  domestic economic policies and major

external shocks, including illegal imports.

Additionally, since the onset of the current depression
in the CFA countries in 1986, real incomes per capita have
fallen at a rate of 7 per cent per vear. Average per capita

income has been cut by a total of 40 per cent since 1986.

Rising production costs, especially wage costs,
contributed to a sharp drop in profitability, particularly in
the public entrprise sector. With governments wage
expenditure representing more than 60 per cent of budgetary
revenue, and other outlays increasing markedly, the public
sector financing requirement expanded significantly crowding
out the private sector. Considerable domestic and external
payments arrears were accumulated, creating serious
distortions for the productive sector and weakening the

banking system (World Bank, 1994).



Under such circumstances, the attractiveness to
foreign investors dininished substantially, and capital flight
increased appreciably. This further manifested itself in the
form of negative growth rates especially in 1988 and 1989.
In some countries these two years were disastrous.
Cameroon, for example, witnessed rea’ GDP growth rates of
negative 9.0 and 0.9 per cents respectively. Moreover,
according to World Bank (1989) between 1985 and 1987,
Cameroon'’s export price index fell by 65 per cent for oil, 24
per cent for cocoa, 11 per cent for coffee and 20 per cent for
rubber. This caused an overall 47 per cent deterioration in
the terms of trade. Indeed, the fall in export earnings
together with the internationally uncompetitive domestic
interest rates which encouraged capital flight, resulted in a
dramatic decline in Cameroon’s net foreign assets from a
positive 128 billion FCFA in June 1986 to a negative 47
billions FCFA in June 1988 and for the first time in the

country’s history, government’s operations recorded a large

10



deficit of more than 508 billion FCFA equivalent to about 12
per cent in GDP. In the same vein, consumer’s price index
too in the country rose from 48.3 per cent in 1976 to 53.1
per cent in 1980. In 1985, this shut up to 87.6 per cent and

then, to 108.6 per cent in 1989.

What happens at the general macro level also occurs
at the sectoral level. The economic depression has also had
serious consequences for the financial sector in the country.
[t has caused serious liquidity problems for the banking
system through the accumulation of government and public
enterprise arrears. The recession has also created financial
difficulties for many private enterprises and led to a
substantial increase in non-performing private sector loans.
Capital flight accelerated as economic conditions
deteriorated, draining liquidity from the banking system.
The repurchase of CFA bank notes from sources outside the

zone reached an annual rate of 9 - 10 billion french francs



in 1992 - 93. As a result, the zone’s financial system has
now been effectively undermined. The banking systems in
a number of countries and in Cameroon in particular are
now insolvent and/or illiquid as a result of non-performing
private loans, government arrears, capital flight, under
capitalisation and also corruption and mismanagement.
Infact, Honohan (1993) gave an account of the banking
sector as follows: "By 1990, most of the banks in Cameroon
were technically insolvent, and four of them, accounting for
over a quarter of the deposit base. were in liquidation.
Another large bank, accounting for a further 22 per cent of
deposits, was in a "delicate situation and severely restricting
withdrawals. The proximate cause of this collapse was the
reduction in deposits during 1985-8. Unable to liquidate
their loan portfolio in the face of the declining profitability
of the private sector, the commercial banks were forced to
rely more and more on Central bank refinancing until

further expansion of this was suspended during 1988. Over

12



90 per cent of the loans in one of the liquidated banks
needed to be 'written off’ as did two-thirds in another. The
heavy incidence of bad debts revealed a history of poor
credit decisions often influenced by political considerations
as well as the impact of the sharp cdecline in petroleum,
coffee, and cocoa prices...... A curious feature is that the
illiquid institutions remained open, though restricting deposit
withdrawals. In contrast to the well-documented experience
of what happens in other parts of the world when banks fail,
the public offices of those in Cameroon were deserted and
depositors evidently made a rational calculation that it was
not worth their while to besiege any branch whose coffers
were known to be empty". With such an account, the
financial rules of the country are increasingly being called

into question.

To deal with such an increasingly difficult situation, the

government in collaboration with the Monetary Authorities

i3



tried to strengthen the internal adjustment strategies of
controlling wage costs and reorganising the financial system
and public entreprises. As part of the policy drive, during
the second half of 1987 government put in place a package
of reforms:- the IMF - inspired Structural Adjustment
Programme (SAP) with the main objective of:
reducing the predominance of unproductive
investments in the public sector, improve its
efficiency and intensify the growth potential of
the private sector.
The strategies adopted for achieving this objective were
amongst others to:
restructure the banking sector, including
improved monetary and credit policies (World
Bank, 1989).
In line with this strategy, the monetary Authorities
introduced a series of reforms which included: the issue of

anonymous certificate of deposits by banks, the creation of

14



a tax-free savings accounts; the simplification of taxation of
savings: the review of interest rate scales (deposit and
lending); the centralisation of allocation of credit .... and: the
principle of reform of the insurance sector (BEAC, 1990).
In addition, currency convertibility had to be restricted in
August 1993 to slow down capital flight and protect the
liquidity of the banking system. The last measure emplored
in this regard was the devaluation of the FCFA on January

14, 1994.

1.2 Statement of the Problem

Despite the above efforts to tighten bank
supervision.and limit government intervention in the lending
process, so as to foster financial development and to
encourage economic growth, the financial system continues
to deteriorate. This points to the fact that either:

1)  policies to promote financial development in the

country are not well articulated or;

15



2)  Certain actions of the government and others
within the economy encourage the interaction of
variables that hinder the realisation of financial

development in the country.

The motivating problematic cast above revolves around
the dilemma of policy direction. That is, whether to
develope the financial system which will then impetusizes
growth or conversely, to promote growth and financial
development follows. This is the focus of this study. This
study attempts to rigorously resolve the problem of
sequencing between financial development and economic
growth. This is necessary because, 't is our considered
opinion in this study that unless this problem of sequencing
in the country is resolved, policies geared towards promoting

growth in the country will continue to be a mirage.
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1.3 The Need for the Study

According to Aboyade (1983). monetary theories
developed under conditions of advanced industrial capitalism
can hardly be expected to explain financial behaviour in a
socialist system, and they may be a misleading guide to
policy in the underdeveloped countries. To be valid and
relevant, a good monetary theory must articulate a model of
how the financial system behaves in each broad institutional
setting and how it reacts with the total economic system
concerned in explaining such phenomena as changes in the
level of output, the balance of payments...... and the

determination of interest rates and security prices.’

Contrary to the above, in Cameroon, as in most other
developing countries, economic policy decisions are simply
imported and implemented without being tested. Yet in

applying these policies, they are affected and limited by a

1



host of factors such as the levels of economic development

and political advancement.

Of much relevance to this study, however, is the level
of economic development which incidentally, is relatively
low. In the financial sector, for example is the absence of:
a local monetary authority with powers to influence the
money supply to meet the requirements of local
development; developed local money and capital markets;
inadequate medium and long-term lending facilities and;
effective programmes to encourage savings habits. Still, a
number of received monetary prescriptions assume the

existence of all these.

This study is necessary when one considers the fact
that little research work currently exists on the financial
system as a powerful vehicle for economic growth in the

country. A few of them (as cited in the literature)* have

18



often treated this system using a regional approach for all
franc zone countries. And others sti'l, have analysed the
system as patches to their main study or as mere articles.’
This should not necessarily be so because first, each member
country has its own perculiar problem (and thus requires its
own specific solutions) given its own resources and, the
attitude of its own people with respect to policy prescription
and implementation. This point has been forcefully
supported by Boughton (1992) when he stated emphatically
that "Countries in the zone are economically diverse and
there is little trade among them".  Secondly, given the
pervasive influence of the financial sector on economic
development, its analysis definitely requires a more elaborate
and diagnostic approach than what is obtained in the

literature.

This study will go a long way to provide new evidence

on the relationship between finance and growth. It will also

19



aid planners and policy makers in formulating sound
financial policies for controlling key economic variables that
will cater for the needs of the local economy. It will further
serve as an additional guide to and by updating literature on,
the already existing body of knowledge for further study in

this field.

1.4 Objectives of the Study

The research objectives derive directly from the
research problem. The main purpose of this study is to
analyse the role of financial sector in economic development
and growth in Cameroon. However, the specific objectives
of the study are:
1.  to determine the direction of causality between the

financial sector and real sector.

[

to examine, the evolution of the monetary and banking

system of Cameroon;

20



3.  to describe the structure of the banking system of
Cameroon;

4. toinvestigate the determinants of real financial growth

5.  to determine the density of financial structure in the
country;

6.  to make policy recommendations based on the findings

of the study.

1.5 The Research Hypothesis
The main contention of this study is that financial
development is a pre-condition for economic growth. This
contention is investigated through the main hypothesis:
HO: The supply-leading approach is more
predominant over the demand-following

approach of financial development in Cameroon.
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1.6  Scope of the Study

The time frame for this study was between the period
1972 and 1995. This period was specifically chosen for the
following reasons. First, 1972 coincides with the year of
BEAC's restructuring of its policies and administration
towards Africanisation. Hence, monetary policies initiated
from this time onwards were to suit the local economy rather
than the colonial export economy. Secondly, this period was
also considered important so as to meet statistical and
econometric criteria. However, a review of the financial
system before 1972 was given due regards. This was
necessary to provide a background information of the

system.

The study was also limited to the formal financial

sector. This was informed essentially by the availability of

data.
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Above all, this study narrows its conceptual focus by
studying financial institutions, instruments and services
available to an economy regardless of the geographic source
of those services. It does not discuss international finance

though it infers from it.

1.7 Limitations of the Study

The basic limitation of this study was centered around
inconsistent time series and discontinuity of data. In
essence, the quality of some data was poor. However, for
completeness, we had to piece data from different sources
into a single series or construct missing data points from
other aggregates. Hence, we had to ‘nterprete the results

with some caution.

Also included as a limitation of this study was the

underdeveloped nature of the financizl system.
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1.8 Methodology:
1.8.1 Sources of data:

In most parts secondary data were used for this study.
Data were obtained from both local and international
sources. International sources of data were: BEAC’s Annual
Reports and Statements of Accounts, the IMF International
Financial Statistics Yearbook: African Development

Indicators and, World Bank Publications.

Local sources of data were: the Ministries of Finance
and Economy, Trade and Industry; Resident Mission of the
World Bank; Caisse Centrale Pour La Cooperation
Economique (CCCE); Economic and Social Development
Plans; Cameroon Cooperative Credit Union League and; the
Cameroon Central Statistical Department, which formed the
major source of data. Information was also sought from
various bank branches, post office and from the BEAC

nationale. Other sources of secondarv data were: libraries
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journals and magazines, publishec and unpublished

materials, reports and studies on the financial sector.

The secondary data were then supplemented with
primary data which were obtained through the use of
unstructured questionnaires from the officials in some of the

institutions concerned.

1.8.2 Variables on Which Data Were Collected:

Basically, macroeconomic variables are used in
analysing financial development and economic growth in
Cameroon. These variables included those as defined in the

models for the study.

However, data were also collected on: the number of
commercial banks in the country, their branch offices and
headquarters, years of incorporation, the number of

expatriate banks, government-owned indegenous banks,
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privately owned financial institutions and mixed indegenous

banks.

1.8.3 Tools of Analysis:

Both analytical and descriptive tools were used for this
study. Analytical tools included: indices, regression and
correlation analysis. The descriptive tools included; graphs,

tables, percentages and averages.

The ordinary least square estimation method was used
to obtain estimates of the parameters of the regression

equations.

The research was multi-stage. The first stage was a
reconnaissance survey of the study area. The essence was to
establish the necessary rapport with the relevant authorities
and to obtain permission for the use of the relevant

materials. The second stage was then concentrated in
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Yaounde, Douala and Bamenda. These are towns where
Ministries and the head offices of most financial institutions

are located.

1.9  Organisation of the Study
This study is divided into six chapters as follows:
Chapter One: is the Introduction, and covers the
background to the problem of the study, the statement of the
problem, the objectives of the study, the study’s hypothesis,
the need for the study, scope of the research, and the

organisation of the study.

Chapter Two: provides an overview of the study area.
It discusses the socio-economic and political characteristics
of the country. This chapter also takes a cursory look into
the Monetary and Banking System of Cameroon in
retrospect with special emphasis on: its historical evolution,

the monetary arrangement, the institutional environment
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and, the instruments, objectives and effectiveness of

monetary policy in the country.

Chapter Three: reviews related literature on the study.
This chapter contains a review of the functions of the
financial system, the path of financial development, financial
structure and growth in LDCs, and patterns of financial
development. It also contains a review of empirical evidence
on financial development and growth based on cross-country

and country-case studies.

Chapter Four: contains Model discussion and
specification. In this chapter also, the variables used in the

model are outlined and defined.

Chapter Five: is the findings. In this chapter, we
present and analyse the data. We then interprete the results

thereof.
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Chapter Six: is the last chapter and contains the
summary of our findings. This chapter also contains our
package of policy recommendations and, the overall

conclusion of the study.
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CHAPTER TWO

AN OVERVIEW OF THE CAMEROONIAN ECONOMY

2.1 Introduction

This chapter looks at the socio-economic and political
overview of the Cameroonian economy. It also describes the
organisational and institutional background of the monetary
and banking system of Cameroon. The economy of
Cameroon has little evolved over the years. Its monetary
and banking system has not developed significantly (just like
its many African counterparts) since independence. For
example, since 1961, there are now just about a dozen
commercial banks and a few specialised financial
institutions. Their distribution is heavily skewed and they
consist essentially of branches or subsidiaries of French,

British and American financial insititutions. The money



market is little non-existent. The non-monetised sector is

more predominant over the monetised sector.

[t is our contention to provide @ detailed description
of the Cameroonian economy in this chapter for the
following reasons. First, to conform with the tradition of
country-case studies in this field, second, to fully understand
the study area and accordingly insightfully locate our study

and, lastly to achieve the objectives of our study.

A useful way of organising these issues is to further
divide this chapter into sections as follows: Section 2.2 is on
the geography of the country while Section 2.3 discusses the
political setting of the country. Section 2.4 looks at resource
distribution and regional specialization of economic activity
and Section 2.5 analyses the pattern of production in the
country. A trend analysis on the balance of payment of

Cameroon is the subject matter of Section 2.6. Section 2.7



discusses Structural Adjustment Programme within the
Cameroonian context. It specifies policies related to the
financial sector. This is particularly relevant especially as the

study utilizes a structural shift technique of analysis. Section
2.8 is on the evolution of the monetary and banking system
of Cameroon since before independence. From a historical
perspective, this section of the study looks at the evolution

of the exchange system over time, and presents the monetary
arrangement of contemporary Cameroon. This Section also
describes the specific features of the financial system and
prepares for us the basis upon which a financial model for
such an economy is built, and finally Section 2.9 which is
on the instruments, objectives and effectiveness of monetary

policy in Cameroon.

2.2 Some Geographical Facts:
Cameroon is a tropical African country which lies to
the north-east of the Gulf of Guinea between longitudes 8’

and 16" east of the Greenwich and latitudes 2° and 13°
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north of the equator. It is bordered on the West by Nigeria,
on the east by chad and Central African Republic, Gabon
and Equatorial Guinea and on the North by Lake Chad.
Cameroon has a total land area of 474,926 square

kilometers.

Cameroon has two main natural vegetation belts which
are: the equatorial forests and the tropical grasslands. They
are further divided into smaller regions. The equatorial
forest is divided into swamp forest and rain forest. The
swamp forest stretches as a belt of varyving widths along the
whole of the coast from Rio-del-Rey in the West (including,
Douala) down to equatorial Guinea in the South, with a
break around Victoria and Bota. While the rain forest lies
inland from the swamp forest. It stretches from Edea in the
West to Bertoua in the east. The tropical grassland is
divided into Guinea Savanna and Sahel Savanna, as one

moves northwards. There are a few mountains with peaks
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of over 1,000 meters, the highest being Mount Cameroon

with 4070 meters.

The country has a wide range of climatic conditions,
but as a tropical country, it is generally hot and humid.
There are two marked seasons namely: the dry season and
the wet season. The former lasts for about nine months
(October to June) in the north, and for about six months
(November to April) in the South, when the harmattan
blows from the north-east from North Africa. The latter
lasts from about mid-March to mid-October when the
prevailing monsoon winds blow from the South West from

across the great Atlantic Ocean.

The temperature of the Southern parts of the country
is no morethan 25° C, while that of the northern part falls
between 25 C and 34° C. Rainfall is highest at the coast but

diminishes steadily northwards though with some
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abnormalities. Average annual rainfall ranges from 80.5¢cm
in most parts of the north to 390cm in most parts of the
south. An abnormal situation is, however, obtained in
Debundscha with an annual rainfall of 1,015¢cm which makes

it the second wettest place in the world'.

The country’s population according to World Bank
(1994) was estimated at 12.2 million people by the year
1992°. The country is the most populous in the UDEAC
zone’. The population is unevenly distributed. The main
areas of dense population are the Littoral, Centre and
northern regions of Douala, Yaounde, Garoua and Maroua
and the north west and west provinces of Bamenda and
Bafoussam respectively. Some pockets of dense population
also exist around Tiko and Buea of south west Province.
The sparsely populated areas are the Adamawa, the East
and South Provinces. The uneveness in the distribution of

the country’s population is due to historical, physical,
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climatic, political, social and econom ¢ factors. They are
these factors that are equally responsible for the present
disparities in the levels of development between the

geographical regions of Cameroon.

Cameroon has an unusual large number of tribal
groups with each of them having its own language. Some of
the principal groups are; the Tikars, the Bamums, the
Fulanis, the Widikums, the Bakossis, the Betis, the Bakweris

and the Bassas.

2.3 The Political Setting

The territory now called Cameroon was a German
protectorate between 1884 and 1916. She was a British and
French colony from 1916 until 11th February 1961* when
she had her political independence. Within this time the
British Cameroons was administered and governed as part of

southern Nigeria. From 1961 upto May 1972, the country
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existed as a Federation consisting of two independent states
- West Cameroon (English - speaking Camercon) which was
under British rule and, East Cameroon (French-speaking
Cameroon) which was under French rule. From 1972,
Cameroon assumed the status of a United Republic upto

1984 when she again changed to the Republic of Cameroon.

The country is divided into ten Provinces for
administrative purpose. These Provinces are: the West,
South West, East, South, West, North, Centre, Littoral,
Adamawa and Far North. The first two provinces constitute
the English-speaking Cameroon while, the rest eight
Provinces constitute the French-speaking Cameroon. See
Appendix I for the Provincial breakdown of Cameroons
population and Appendix II for the growth of the total

population over the years.

39



Cameroon has been under civilian rule since
independence. Her first President was El Hadji Ahmadu
Ahidjo (now of late)’ who ruled the country from
independence to November 1982 when he resigned. He was
constitutionally succeeded by Mr. Paul Biya who rules the

country to date.

2.4 Resource Distribution and Regional Specialisation
of Economic Activity

Not until recently, the Cameroonian economy was
essentially agriculture-based. But with the discovery of
petroleum in the 1970s, there is diversification in the
economy. Infact, the mining sector has been the main
source of the rapid growth of the country’s economy over the
last 25 years. Despite these developments, agriculture has
been and will likely continue to be the leading sector in the
growth of the economy of Cameroon at least in the volume
of employment it generates. MINAGRI® (1974), affirmed

strongly the role of agriculture in the country when it stated
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inter alia that, ‘agriculture employed about 75 per cent of
the active population of Cameroon and was a source of
living for about 85 per cent of the total population by

w7

1993".

Agricultural production is organised into two types viz:
the large-scale plantation form of production employing
modern technology and dealing mainly in export crops and;
the subsistence form of production dominated by peasants
with small holdings and low yields and produce mostly food

CTOPS.

The pattern of agricultural production and
specialisation is largely determined by the variation in the
country’s climatic conditions, soils and natural vegetation.
For example, the main export crops are cocoa, coffee,
banana and timber. These are grown in the forested regions

of the South West, Centre, Southern and Littoral Provinces.
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On the other hand, food crops such as millet, sorghum, rice
and maize, all of the grain family are grown in the north
between lake Chad and the Benue Basin. Others such as
tubers, yams, cassava etc. are grown in the forested southern
region, and palm oil, maize, peanuts and beans in the high

western plateau.

The country’s manufacturing activity is essentially in
the areas of agroproducts, textiles, beverages, tobacco,
cement and chemicals. Agroproducts alone, account for
about 40 per cent of manufacturing® Manufacturing is a
rather small source of employment accounting for about 2.3

per cent of the country’s employment”

Mineral resources are unevenly distributed and mining
activity in the country is still low. There are bauxite deposits
of 900 million tonnes at minim Martap and 200 million
tonnes at Ngaoundal. Tin output is about 8-10 tonnes a
month at Mayo Darle, but reserves are only around 225

tonnes'’
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There are gold deposits of iron-ore near Kribi. Other
resources include: deposits of limestone, some alluvial gold,

granite, casseterite and chalk.

2.5 Patterns of Production

Table 3.1 shows the sectorial distribution of
Cameroon’s GDP for the periods ranging from 1969 to 1991.
In 1969, agriculture accounted for 31 per cent of the
country’s GDP, while whoesale and retail trade
(distribution), the second largest sector accounted for 23 per
cent. Still in 1969, none of the other major sectors
contributed as much as 12 per cent (with the exception of
other services) to the country’s GDP. This trend runs
throughout the period under review. This shows that, the

country’s economy is predominantly agricultural.

Table 2.1 further shows that although agriculture is the

leading sector, its relative size has been falling over the
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years. For example, while as stated above, the agricultural
sector contributed 31 per cent in 1969 1o the country’s GDP,
its contribution amounts to just about 30.29 per cent and
22.71 per cent, in the years 1982 and 1985 respectively. This
fall is reflected on the overall growth rate of the country’s
GDP (see Table 2.2). As shown on Table 2.2, from 1972,
the annual growth rate of the country’s GDP has been
fluctuating. Starting with a spurt of 2.3 per cent in 1972, this
figure rose astronomically to 10.7 per cent in 1974. This was
occasioned mainly on the growth rate in the size of the
agricultural sector. As a result of falling commodity prices
on the World Market in 1975, the growth in GDP was

negative.

However, the fall in the relative size of the agricultural
sector especially as from the late 1970s was due to the
discovery of oil particularly in 1977, towards which much
attention was directed at the utter neglect of the former™

Eventhough, world prices for cocoa and coffee declined
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during the period 1979-1982, this fall was quickly
overshadowed by the oil revenues. This, thus, led to a more
positive annual growth rate of the country’s GDP. This is
depicted on Table 2.2. However, with a change of
leadership in the country, this brought with it new economic
policies'™ Hence, the downswing of the annual growth rate

of the country’s GDP.

The discovery of oil coupled with the new investment
code in 1984, encouraged foreign financieres to invest in the
country. The investment was mainly in the areas of
manufacturing and finance. This explains the upsurge of the
contribution of these two sectors particularly the former to
the GDP from 1984. This upsurge was transmitted to the
overall growth rate of the country’s GDP. And as shown on
table 2.2, annual growth rate in the country’s GDP moved

from 5.8 per cent in 1984 to 8.6 per cent in 1986.
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The year 1986/87 was a turning point for Cameroon.
Three major shocks exposed Cameroon’s weaknesses in
economic structure and policies. Firstly, there was a decline
in the external terms of trade by 60 per cent through 1992
and 1993 inclusive (though this year is not shown on the
table). This was due to a heavy fall in the prices of coffee,
cocoa and oil. Secondly, oil output began a long-term
decline with the result that oil exports, which stood at $531
million in 1994, were about one third those in 1995. Third,
the real exchange rate appreciated by about 54 per cent over
1986-1993 (World Bank, 1995). Such a severe appreciation
in real exchange rate besides reducing Cameroon’s
competitiveness also had adverse effects on incentives and
income distribution.  Although the contribution of the
various sectors to the GDP show a fairly downward
fluctuation, this was again transmitted to the annual average
growth rate of the overall GDP. And accordingly, Table 3.2

shows a growth rate of negative -2.6 per cent in 1987 to a
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negative 5.7 in 1992 (with the exception of 1989). Economic

performance has thus been deteriorating since 1987.
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Table 2.2

G.D.P.(AVERAGE ANNUAL GROWTH (%)

Year % Growth
1972 2.3
1973 55
1974 : 10.7
1975 0.8
1976 4.3
1977 8.5
1978 14.7
1979 13.3
1980 ' 15.6
1981 12.9
1982 12.6
1983 7.8
1984 58
1985 7.7
1986 8.0
1987 -2.6
1988 9.0
1989 0.9
1990 -7.2
1991 -6.0
1992 5.7
Source: World Tables (1994). Published for the World Bank.
The Johns Hopkin University Press, Baltimore and
London P. 22.
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