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Abstract

Cameroon is the first trading partner of the Ecoiwoamd Monetary Community of Central
Africa (CEMAC) countries. Despite belonging to teame sub-regional organisation, the
formal trade ties between Cameroon and its neigtshoave been hampered by a combination
of factors that have spurred the growth of inforifusrecorded) trade. Interest in cross-border
trade of agricultural and horticultural commoditlestween Cameroon and its neighbours has
been overwhelming, but knowledge of its magnitudeterminants, and consequences
remains inadequate, leading not only to undervenadf figures in the national accounts,
but also inhibiting formulation of appropriate s and strategies to exploit its potential
impact, particularly on food security. Using a moring method of cross-border flows of
informal trade, the study aims to estimate the mau value of informal (unrecorded) cross-
border trade between Cameroon and its CEMAC'’s heigis and compare it with the official
trade. The results indicate that in 2008 a volufnest over 155 000 tons of agricultural and
horticultural commodities has been shipped from @awon to its neighbours in the CEMAC
for an estimated value of almost 38 billion CFAnita and representing 0,4% of GDP in
Cameroon. The comparison in relative terms shovet thformal or unrecorded trade
represents 96% of the official and mainly includgsicultural and horticultural commodities.
The failure of the institutional intra-business coonity framework through the informal
trade policy practices is the factors explaining ithiformal trade in the CEMAC.

Keywords: Informal cross-border trade, agricultural produ€@EMAC countries.

JEL Classification: F150
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1. Introduction

In Central Africa, the 80s is considered as a hgrpoint between the boom experienced by
the countries of the CEMAC sub-region since thedependence and the economic crisis

whose consequences is the development of infomadé tin General.

For some people, the informal trade is a factodefelopment that must be encouraged and
incorporated into development strategies of coastrincluding poverty reduction. Others see
it as a phenomenon on the fringes of the Stateofamhich the withdrawal from regulating it,

in addition to tax evasion that it generates, matkas unfair competitor in the formal sector.

In all cases, the issue is concerning the EconamictMonetary Community of Central Africa
(CEMAC) which one of its objectives is the promatiof trade within the Community. In line
with this objective, CEMAC has included in its pries, a study of informal trade in its
member states to better identify the volume ofdraithin CEMAC.

In fact, the CEMAC in general and Cameroon in patér need a careful study whose
objective would be to assess and present data lmmseadtual statistics, the trade volume of
informal trade conducted between States since uth@ecurrent economic environment, the
informal economy tends to accentuate as noted pgekey (2009) in this quoteContrary to
what a large part of the early literature on devaieent, informal economy has not only
persisted but also increased in many developingnt@s, particularly in Africa. With
increasing globalization and openness of econorares the current economic crises, it is
almost certain that the informal economy, once ageontinue to act as a safety net for many
displaced workers from formal employment. A keypmrant of this perspective in Africa
will be to improve the data collection on informedonomy with the objective to identify the

segments of the informal market that can be tayeti¢h appropriate polici€s

This research aims to help achieve this overaledbje by looking a particular case: the
informal or unrecorded cross-border trade of adpical and horticultural commodities

between Cameroon and CEMAC neighbouring countries.



THE RESEARCH PROBLEM

Research on informal trade has been an abundardtilite (World Bank, 1989; Musonda,
1995; Ongaro, 1995 Ackello-Ogutu, 1997, Bennafl@)2). Although informal trade takes
different forms and is known under different nanfies example, unrecorded trade, illegal
trade, unofficial trade, underground trade, parpafallel market activity, the activities of
black market, trade subject of over-and under-icimgj, smuggling or hoarding), he is best
characterized by its non-inclusion in the natiomatounts of a country or region in terms of
its domestic and International trade (Aryeetey, 900

The omission of informal trade may give wrong sigrta those responsible for the definition
of economic policies and distorts perceptions @ liusiness environment for investors. In
Central Africa, the description of cross-bordemfinincludes informal trade (unrecorded) and
official trade (recorded) since it is impossiblediscuss one without mentioning the other
(Bennafla, 2002). Although the author recognizest time volume of formal trade intra-

CEMAC is low in tonnage and value, at least comghdcethe foreign trade of each country,
the fact remains that the volume of informal trédet registered) is very high. For example,
it is estimated that food-trafficking from CamerottnGabon would be the order of 30 000
tonnes per year (Bennafla, 2002). Moreover, themdso an intensification of informal cross-
border trade from Cameroon to other countries @ @GEMAC (Equatorial Guinea, CAR, and

Chad) and no research has yet attempted to estihgtesolumes and values.

Cameroon is the largest trading partner "CEMACeath member country. Because it has a
relatively diversified industrial base, it exportsrough official or fraudulent channels,
manufactured goods (mainly to Chad, CAR and Eqis#t@Guinea). The list of Cameroon
industrial goods released to CEMAC is long. Thesduide consumer goods (beer breweries
in Cameroon, mineral water, etc.), building matsridut also petroleum products. These
commodities are spreading to the Congo, partlyutfnoofficial channels. Most of these
products are goods that are not produced in neigimp countries (matches, batteries,
cement, etc.). In agriculture side, Cameroon is rlbearishing breast of the sub-region
countries in foods (tomatoes, plantains, fruits amdetables, beans, etc.). In all cases, the
trade balance is in favour of Cameroon in intra G¥Mflows (Figure 1.1) except the
Equatorial Guinea and to a lesser extent the Comgo 2005 that is a country of transit for

imported products (red wine, cigarettes, etc.) fraround the world in the direction of



Cameroon. But when we look only to agriculturalgarots, one finds that Cameroon's exports

to these two countries are far superior to imports.

Figure 1.1: Evolution of Trade Balance of Camerianvolume) vis-a-vis other countries of
the CEMAC
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Despite the obvious presence of cross-border thame Cameroon to its neighbours in the
CEMAC, little is known about the volume and/or exealue of the unrecorded flows subject
to such trade. According to MINADER-DESA (2008)ethnrecorded flows generally include
agricultural and horticultural products because @@neroon Customs are not interested in
guantitative data of foodcrops. A lack of knowledifjehe magnitude in volume or value of
this unrecorded or informal trade, not only maydléa poor incorporation of figures into
national account, but also prevent the formulatibrappropriate policies and strategies to

measure its potential impact, particularly on feedurity at national and sub-regional level.

Furthermore, although the Cameroon and its neigisbate important trading partners and
belong to the same sub-regional grouping whichhis €CEMAC, there are still major
constraints to the development of formal trades Widely accepted that the estimated volume
of informal trade (unrecorded) between Cameroonitnaeighbours is likely to be important
and vital to the sub-region, but many questionsatanunanswered: What commodities are
traded and what are the quantities and values? Whéahe profiles of traders in the informal
cross-border trade and the constraints they faoeh sas transportation, information,
financing, etc.? What economic policy measures Ishbe taken by the Governments of the
CEMAC member countries, both individually and atmeounity level to strengthen the
formal trade and improve the business climate ensilib-region?



This report is organized into three chapters. Afités introduction chapter where we present
successively the research problem, objectives aselarch hypotheses, literature review, the
second chapter is devoted to the methodology gdhbahird chapter presents the results and

their discussions. The report ends with a conciusibere policy recommendations are made.

OBJECTIVES AND HYPOTHESES OF RESEARCH

Objectives
The main objective of this research is to estinthte volume and value of informal cross

border trade between Cameroon and its CEMAC neigtitog countries.

The specific objectives are to:

1) Estimate the volumes and values of informal stosrder trade of the main agricultural

and horticultural products between Cameroon andeitghbours;

2) Make a comparative analysis of estimated voluamesvalues of informal trade with those

of official trade, highlighting the determinantstb& disparity between the two;

3) Find the reasons that explain the informal traef®re recommend policies that should be

taken to strengthen the formal trade between Camneaind its neighbours.

Research hypothesis
Hypothesis 1The estimated volume/value of informal cross-leorilade between Cameroon

and its neighbours is higher than the official &ad
Hypothesis 2 The determinants of this disparity are taxes dadnal burdensome

bureaucratic import and export promoting unrecoltiade.

LITERATURE REVIEW

The literature specifically on informal cross barttade is usually discussed in the context of
the informal economy in general that includes: epgal issues regarding the definition of
the informal economy, the role that the informabreamy can play in the growth process and
poverty reduction, the debate on the legalizatibthe informal economy, the reasons that
explain informality and estimation of informal cesborder trade, etc..
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Conceptually, the definition of the informal econpis no unanimity among researchers as
pointed out so well Aryeetey (2009)THe first studies of" informal sector "have somesm
been criticized for being vague because they hateclearly defined what the "informal
sector” was. Conceptually, the informal economyul&s on activities that are under the form
and structure, operating outside the bureaucratanteols, which are likely to be more
insecure and less stabBlewith regard to informal trade, it has been amratant literature
(Ongaro, 1995, Ackello-Ogutu, 1997, Bennafla, 2008)though informal trade takes
different forms and is known under different nanfies example, unrecorded trade, illegal
trade, unofficial trade, underground trade, parpafallel market activity, the activities of
black market, trade subject of over-and under-icimgj, smuggling or hoarding), he is best
characterized by its non-inclusion in the natiomatounts of a country or region in terms of

its domestic and International trade.

The relationship between economic growth and tHernmal sector has always led to
considerable interest at different points in timdeyeetey 2009, Ranis and Stewart, 1999;
Tokman, 2001). In the early days of the developmasdnomic, growth was viewed as
growth of economic activities organized by the dapndustrialization through capital
formation and expansion of domestic and externatadel. Literally, the "informal sector”
has been considered as a temporary situation thaltivdisappear with economic growth take
off. The expansion of the informal economy overesall years and the deterioration of
employment situation in many developing countriessub-Saharan Africa, Latin America
and the Caribbean have been regarded as the céussv cGDP growth (ILO, 2004).
However, as shown by a number of recent studiesk@e2004), this positive relationship of
the informal and economic growth is not always fiedi In the cross-border trade of
agricultural products between Cameroon and the CEMthe relationship between the
informal and economic growth in the region is nollyf established although recent years
have found an increase of informal activities vatlower rate of growth in Cameroon and in
other CEMAC countries except Equatorial Guinea (CE2RAC, 2007).

The conceptual issues regarding economic growthpamdrty are vast and varied. However,
whether economic growth leads to poverty reduationot is a question that has been debated
for years among governments and economists. Theréhase who advocate growth at any
price and those who suggest that the emphasisde orapolicies that directly affect the poor.
However, the impact of economic growth on the ddtpoverty reduction depends the nature,



11

strength and other characteristics of the linkdggt®/een growth and poverty at some point in

time and in a country in particular (Aryeetey, 209

Concerning the debate on the legalization of tf@imal economy, the views are divided on a
guestion: is the legalization of the informal sedt® a prerequisite for economic growth?
Some studies have argued that legalization of nfi@mal economy is a precondition for
faster growth because informal prevent growth anvéstment because of tax evasion that it
entails (Fisman and Shang-Jin Wei , 2004; Arndt ¥ad Dunem, 2009). This position is
born of the idea that informal enterprises opegatmtside of taxation and regulation and,
consequently, have difficulty accessing credit, alhlimits the scope of their operations and
their ability to exploit investment opportunities. addition, the informal sector affects the
ability of governments to raise revenues and, aqunsetly, adversely affects public sector
resources with their complementary role in finagcimprivate investment through
infrastructure development or facilitation of thasimess environment is obvious (Loayza,
1996; Arndt and Tarp, 2008). In the case of infdrorass-border trade between Cameroon
and neighbouring countries of CEMAC, the problemlezfalization remains unsolved and
current (CEA-BSRAC, 2007).

On the question, why economic agents do encoursgemal trade in disfavour of formal
trade? In the case of the SADC member countriekast Africa, Ackello-Ogutu (1997)
summarized these reasons as follows: it was stteéhaéthe adoption of restrictive policies in
many countries creates incentives for illegal traestrictions such as tariffs on imports,
guotas, exchange controls, state monopolies imiodbusinesses and export restrictions (such
as currency declaration and obtaining licenses Xjoo) create incentives for informal
activities. The high tariffs and export taxes emage smuggling and shortcomings of
invoicing of imports and exports, primarily as aans to evade taxes. This leads to an
underestimation of cross-border flows and a pooone of trade. The overvaluation of the
currency resulting from exchange controls redugeoexprices and thus act as implicit taxes
on exports. The exchange controls contribute tdodiens of official trade encouraging
overcharging of imports and under invoicing of estpaas a means of capital flight. This
overestimates the official imports and underestmatxports. Smuggling has also been
facilitated in the past by barter and the semi-eotibility of currencies in the border areas.
Import licenses are often presented as a respans@ tovervalued currency, limiting the

supply of imports and increases in domestic prwesh offer incentives for black market in
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smuggled goods. The relative price differentialsMeen countries and also shortages in one
country encourage informal trade across borderse $barcity and shortages in some
neighbouring countries create effective demand laig profits which make it extremely
difficult to control smuggling. Other causes coute lack of coordination and partial
implementation of structural adjustment programd areasures aimed at removing formal

trade barriers.

In addition, certain events in the history of SS@uwmtries in general and CEMAC in
particular have prevented the "normal trade" teetdak course. For example, civil wars in
Uganda in the mid-1980s, Congo in the late 90s, @AR Mozambique, which lasted nearly
two decades, there are few events. Another impoféator is drought. It is well known that
the main foods are differently susceptible to diduéds production methods differ between
countries and that consumption patterns of granmore or less similar in SSA, increase
cross-border trade in times of drought to mitigdie effects of production fall in countries
affected by drought. At the CEMAC sub-region, sal/éactors are advanced to explain the
increasing activities of informal cross border gaacluding the urban cities (Libreville,
Brazzaville, Douala, Yaounde, etc.), recurring sqmblitical instability, the inadequate
physical infrastructure, trade liberalization, tH&/ / AIDS and lack of employment (CEA-
BSRAC, 2007).

Regarding the question on the estimation of voluiwed values of cross-border informal
trade, several researches were conducted in tleeofdsastern Africa (Ogutu-Ackello, 1996;
Macamo, 1999) showing that the volume of informadé between Kenya and Uganda
represents 150% of official trade between both te@s In central Africa in general and
CEMAC in particular, researches were initiated stineate the informal cross border trade
between Cameroon and its neighbours (CIRAD-SCAQ®/2MINADER-DESA, 2008). For
now, the results of these researches are quaditathd explain, for one, the factors that
underestimate cross-border trade and another @mifids agricultural products as well as
volume and price. A quantitative research to edentiae volume/value of the informal cross-
border trade between Cameroon and its neighboursasssary to supplement the results of

previous researches and is the subject of thiarelse
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2. Methodology and data

THE ANALYSIS FRAMEWORK
Definition of informal cross-border trade / unofit/ unrecorded

In this research, several concepts are used namédymal trade, unofficial trade, unrecorded
trade. But when we use the concept of informal drad this research, it is mostly the
unrecorded trade of agricultural and horticulturammodities between Cameroon and its
CEMAC neighbours. That is to say, the volume/vabfidrade that is not included in the
official accounts of the Governments of the CEMACgeneral and Cameroon in particular.
The reasons for that not recording are varied aagl be "goods crossing borders through
unofficial routes, the products passing throughdffeeial points, but under-recorded or not
recorded at all, these include mostly agricultaadl horticultural commodities. In clear, as
noted by Bennafla (2002), it is difficult to sep@réhe official and informal trade in Central
Africa and vice versa. In this research, one isrggted of estimating the unrecorded trade of
agricultural products between Cameroon and CEMAQhtm®uring countries because these
are usually not recorded by customs staff at thréowa cross borders (MINADER-DESA,
2008).

Given the above definition, the methodology forireating the informal or unrecorded trade
between Cameroon and CEMAC neighbouring countresthie Weekly Observation
(Monitoring) methodology. This methodology has baeplied by Ackello-Ogutu (1996) for
estimating informal trade (unrecorded) betweengast Africa countries and Southern Africa
(Kenya, Uganda, Tanzania and its neighbours, Matawili its neighbours, Mozambique and

its neighbours).

The rationale for this method is that the data méed by the customs officers do not always
estimate the volume / value of unofficial (inforé&dade between two countries for several
reasons (Ackello-Ogutu, 1996): i ) For a given prdd official figures from both countries do

not correspond in trade because of over / undesidimg or false statements to pay less tax to
the operation or to avoid it entirely by the tregjar) Other estimation problems arise when
two countries do not have records of trade flowsabe case of flows of the contraband iii)

Similarly, trade flows of food commodities such znanas , maize, beans, fish, fruits and
vegetables, appear to move freely across the besgercially when the amounts involved are

small (charges per head). The records hardly dgisthese types of exchanges of small
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amounts of food and only the technical monitoriidgporders (monitoring) may be the only
option for their quantification. Moreover, in therder trade between Cameroon and the
CEMAC sub-region, Cameroon Customs do not intenegtiantitative data exchange of food
crops (MINADER-DESA, 2008).

The monitoring methodology contains the following:

» Using descriptive statistics to assess the inaped and implications of trade policies and
other constraints faced by informal traders. Baseldata are used to assess for certain

products, the marketing structure, the functionggosed and price formation.

» The estimation of informal trade (unrecorded)rirmonthly data from the monitored cross

border trade over a period of 12 months. For argimenthm, the data used to calculate the

monthly trade and, ultimately, the annual tradeusads for a given product can be rated by
m = (Gnwd), Where w = 1 ... 2 indicating the number of monitg weeks of the montm, and

d =1 ... 7 showing the days. Taking a month aftyhilays, the estimated average monthly

tradeqm in physical units is derived from the averageydaihde flows by multiplying by 30

ie:
30 2 7
o Hle:lqwd (1)

where symbols are as explained in the text. Thenat for the annual trade volume of Q is
then given by:

12
Q = Z q., )
m=1
Given estimates of the average prices for each Impptthe total value (in local currencies
duly converted to CFA francs) for the annual trede

12
Zq_ P ©)

m=1
The trade balance between Cameroon and its neighimderived from a matrix of import /

export built using the equation n° 3 above foragiticultural and horticultural key products.

DATA REQUIREMENT
To meet the objectives of this study, data werkectdd from the following sources:
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1) Data from Weekly Observation (Monitoring) colledtdy the Surveys Office and
Agricultural Statistics (DESA) of the Ministry of gkiculture and Rural Development
(MINADER). Indeed, given its strategic position @entral Africa, Cameroon is expected to
play an important role in the economic integratodrthe sub-region and the development of
border trade. That is why the Cameroonian governméeh support from UNDP, formulated
in 2007, the development program of cross-bordexd@rof Agro-Silvo-Pastoral between

Cameroon and CEMAC neighbouring countries.

The purpose of the program is to collect information cross-border flows to provide
information to decision makers in the framework mmainagement of food crises, the
availability of cross-border data for a good assesg of inventory levels, a quality
improvement analysis on the evolution of agric@tyarices, trade and hence food security.

The monitoring of trade at the border between Caomerand CEMAC neighbouring
countries began in early 2008 and still going oine Bata of the first 12 months and for the
year 2008 will be used to estimate the unrecordedet between Cameroon and its

neighbours.

The main points of the methodology used by the MINER-DESA to collect these data are:

The geographic coverage is the national territtiris specifically for all exit points of food

products traded between Cameroon and countriegagh#s borders. Thus, investigators are
positioned in all these exit points where they rded data on incoming and outgoing flows
of products traded. Based on similar research otedun East Africa, it is shown that cross-
border informal trade is concentrated around playtibary police points established in
borders (Macamo, 1999). Based on this data, madkdisrder points of exit / entry products

monitored are presented in the following table 2.1:



Table 2.1 Markets and border points surveyed

16

Market or Province Division Sub-division Border with
Border points
Abang-Minko’'o  South Ntem valley Olamze Gabon
Kye-ossi South Ntem valley Olamze Gabon, E.
Guinea
Aboulou South Dja et Lobo Ma’an Gabon
ldenau South-West Fako E. Guinea
Garoua-Boulai East Lom et Djerem Garoua-Boulai CAR
Mouloundou East Boumba et Ngoko Moloundou CAR, Gong
Kenzo East Kadey Bombe CAR
Kousseri Far-north Logone et Chari Goulfey Nigeria
Amchide Far-north Mayo sava Chad, Nigeria
Mbaiboum North Mayo rey Touboro CAR, Chad
Port peschaud Littoral Wouri Gabon, E Guinea

Source : MINADER-DESA (2008)

The time chart of monitoring above markets or bopents is presented in Table 2.2 below:

Table 2.2 Time Chart for Monitoring Cross-Bordeade

Month JAN| FEB | MAR | APR | MAY | JUN | JUL | AUG | SEP| OCT | NOV | DEC
@ 1@ |63 |4 |6 (6 (1) 8 [ |(10)(1A1) |(12)

Monit. 12 |21 |31 |41 |52 6.1 |72 |81 |92 |10.2|111 |12.2

weeks 1.3 |24 |33 44 |5.3 64 (7.3 |84 94 1104|114 | 123

Days/Weeks Seven (7) Days : Monday — Sunday

Total # 168

of days

Time Day Time

Note: 1.2 refers to the second week (2) of jan.Z1 refers to the fourth week (4) of Feb. (2)

SO on.

and

The figures in the second main line of the tabldicate the weeks of the month which

monitoring have taken place, for example, 1.2 aBdrean that the second and third week of

January 2008 were monitored. The weeks of the momthe monitored were selected

randomly with the restriction that each week is gkt (observed) six times during the 12

months to provide adequate data to take into acdbenvariability of trade in a month. The

random selection of weeks has been used to aveigothential influence of agents that

investigators could have on business.

The monitoring was done using a census approacdhgitire day (or when the exchange took

place normally) for every day of the week, givingptal of 168 days (12 months x 2 weeks x

7 days). The period of 12 months is sufficient &ptare the seasonality of the business in a

year (Ackello-Ogutu, 1996). According to interviewsld with the head of investigations,
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efforts were made to cover at least 80% of infortmatle (unrecorded). The uncovered
proportion has been counted as the flows of coatrdband goods that are not easily
observable, such as electronics, cigarettes, alcpterious metals and other valuable natural
resources. The same applies to exchanges thaptack late at night and being on places that
can not be covered with any degree of certainte giioblem of double counting was avoided
by conducting the monitoring exercise only one koide which is the Cameroonian side. It
should be noted that the study focused on agri@llproducts were traded freely and openly
during the day, although the investigators werenpiéed to investigate all the products being
cross-border. Data are collected on the composiaiotmaded goods, quantity or volume of
goods, prices, the direction of trade, modes afspart, packaging and measurement units.
The raw data collected on traded volumes are awedain appendix 1.

2) In addition to monitoring data, a baseline data been collected (CIRAD, MINADER-

DESA, 2008) for the following information: the claateristics of actors, sources of
information, mode of communication prices, cosisaricing (sources and availability),
contracts and payment methods, standards, starage of transport, origin and destination

of the goods and packaging materials.

Baseline information was obtained using structuyeestionnaires. A total of 143 traders and
22 resource persons working in the field of tradeéhe CEMAC zone were surveyed. This
sample was chosen randomly on the market or bqroiets shown above. The single-pass
survey was conducted. The baseline survey allowegdstigators to have enough time to
follow the movement of goods from one country t@taer without asking themselves too
many questions. The baseline survey was also aoriynity for individuals, both traders and

government officials to register their views angenences on the issue.

The advantages of these data come from the fa¢ttltey were collected by official
specialists from MINADER who are used to collectswgh data with a rigorous methodology
(see Appendix 3). The weakness is that these dai@ia only agricultural commodities and

neglect manufactured goods.

The advantages of these data come from the factiteg were collected by specialists from

the MINADER in charge of official data collectionittv a rigorous methodology (see
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Appendix 3). The weakness is that they contain ¢dméyagricultural data and do not include

those of manufactured goods.

3. Results and discussion

One begins by describing the border markets bytilngahem and describing the contractual

relationship, then presents successively the gegariof this trade, the profiles of traders and

their financial sources, marketing functions, castd benefits of this trade, and cross-border
marketing costs before presenting the estimatednved and values of informal trade, and

their comparison with those of official or formaade. The section ends with the reasons for
the development of informal trade in the CEMAC zone

CAMEROON BORDER MARKETS OR “REAL MARKETS” WITH ITS
CEMAC NEIGHBOURS

Border markets are exchange places located neaoitter of Cameroon or located within
walking distance of it (less than 20 km). Borderrkets function as storage and relay sites
that provide the distribution of goods to neighbogrcountries. Inside the country more or
less close to the border markets, one can findagéowor consumption markets (Douala,
Yaounde, Bafoussam, ...), collection or productizarkets that are responsible for supplying
them. The market is great diversity in terms oésthe number of traders who use them, their
catchments area or degree of stability. If the aorgion and production markets within the
country have been researched to understand thealefjispatial integration (Nkendah et al.
2007) or their functioning (Temple et al. 1996)eénms of supply, demand and prices, border
markets themselves are very diverse and involvderdiit economic, political and
sociological contexts. Bringing together all theménts of "real markets" or "spontaneous
markets" (Fafchamps, 2006; 2007), they are basesboial networks of trust and behaviour
of traders are influenced not only by an economidrenment, but also by a sociological and
cultural environment. Their role in the contextinformal cross border trade of food and

horticultural crops between Cameroon and its neaghdis primordial.

Spatial localization of border markets in Cameroon
As shown in Table 3.1, the border markets are eyeattin five provinces over the ten in

Cameroon with predominance in the provinces of ISantd East. The commodities traded are
mainly agricultural and horticultural goods evemwife can find some manufactures goods like

clothes, electronic goods, cigarettes, etc...
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Table 3.1: Characteristics of border markets betw@@meroon and its neighbours

Border Border with Geographic Main agricultural and horticultural products
markets localization exchanged

Abang Gabon South (Olamze) Banana plantain, cassava sgjetables, beans,
Minko tomato, onion, Macabo, Pepper, Peanut, Potato
Kyo-ossi Gabon, E. Guinea South (Olamze) Tomastssava stick, vegetables, onion, fruits,

Macabo, Pepper, Peanut, Potato

Aboulou Gabon South (Ma’an) Plantain, Macabo, Pefpeanut, Potato, Tomato

Idenau E. Guinea South-west Okok, Tapioca, Potato

Garoua- CAR East (Gar. Boulai)  yam, cassava, peanuts, gegetables

Boulai

Mouloundou  CAR, Congo East (Mouloundou) Plantaiacabo, cassava, vegetables

Kentzou CAR East (Bombe) Cassava, corn, Macaotgitarpeanut

Kousserri Nigeria Far-north (Gfey) Maize, sorghuive, yams, fruit, onion, sugar
cane

Amchide Chad, Nigeria Far-north sorghum, groundbatbara nut, onion, fruits,
sugar cane

Mbaimboum  CAR, Chad North (Touboro) sorghum, graunidbambara nut, onion, fruit

Port Peschaud Gabon, E. Guinea Littoral (Wouri) | cAmmodities

Source: Compiled from survey data

As shown in the table above, most border marketsl@ated in the southern province,
followed by Eastern Province and finally in provéscof the Far North, North and Littoral.

Coordination and contractual relations on the border markets of
Cameroon

Like any "real market" or "spontaneous market" domation of economic agents on the
border markets of Cameroon is not only on the babia price system as teaches by the
conventional economic analysis, but also and eafpedby the "rules", "conventions" or
"contracts" because of the bounded rationalitycoin@mic agents. According to Simon cited
by Coriat and Weinstein (1995), the economic agerationality as opposed to the belief of
the classical theorists is limited. Indeed, thenexoic agent have not a perfect knowledge of
his environment, he must daily learn to know hirhisTlack of information negatively affects
its transactions because its capabilities are ddnitAccording to Williamson (1985),
uncertainty combined with asset specificity leadsotganizational problems. The use of

market leads to transaction costs, hence the needarf organization. Therefore, it is
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necessary to see what various agreements by agemtdinks are established between them,

and how they resolve their disputes.

Following the investigations conducted it was natteat trust is largely in the centre of the
agreements by the informal cross-border marketeptay-or Fafchamps (2007), trust depends
on the incentives of the contracting partiés ttust someone rationally, we believe that the
person has sufficient incentives to behave in ailegl mannet. These incentives include the
following: guilt and shame, fear of a lawsuit osoe to force, the refusal to waste a valuable
business relationship and the fear of losing hsit&tion. The results of our investigations on
the border markets of southern Cameroon can corthimmand show that this trust mostly
observed at the level of credit sales in the shemn is built on several variables: the
geographic proximity of residence places of Camerogerchants or foreigners, family
relationships, friendships or even simple affirtityat encourages market actors to trust each
other, references to common ethno-linguistic groupse way in making the agreements
change by surveyed areas. The fact that most gradsident in border areas and thus know

each other facilitate a contracting for sellinggarots on credit on the basis of trust.

Regarding coordination, there is the vertical comtion between the different functions in
downstream production and horizontal coordinatiwat is to say, the organization of traders

in Economic interest groups (EIG).

On the contractual area, the activities taking @lacthe informal, actors are bound by ties of
trust and did not need a legal paper to guard agaisk. The trust is established by the
frequency of transactions and the ability of thgdsuto pay cash. The loss of confidence can
cause large losses for the victim because the useunt to resolve conflicts (non-payment
etc. ..) is unlikely. Our results show that thé rid contractual disagreements are overall low
and show once more the importance of trust thatacherizes the border trade. Between
Cameroon producers and collectors/exporters ofcalgwral and horticultural products to
Equatorial Guinea and Gabon, the percentage odérisagho complain of non-payment is only

3% and 5% respectively.

Dispute settlement is generally made outside tigal [éramework governed by the legal
justice system. This result is a characteristice#l or spontaneous markets according to

research by Fafchamps (2007, 2006) that the uksgal action is costly in the informal sector
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and for transactions of small size. For small taatisns, litigation costs are generally too
high to justify court action. Even when legal cost® low relative to the size of the
transaction, the cheat trader may have nothingyo phis is particularly true for developing
countries where many people are poor. In thesescHsethreat of a lawsuit is not credible to
induce honest behaviour of the buyer. Nevertheldss,threat of reprisals (the refusal to
pursue the transaction with the defaulting partyry €xample) coordinated by market
institutions can effectively induce compliance witlontractual obligations. Indeed, our
investigations show that when a party fails in éxecution of the contract activities in cross
border trade of agricultural products between Camerand other CEMAC countries, trade

relations are suspended with the failed tradet thgiexecution of the initial contract.

PROFILE OF TRADERS AND OPERATION OF CROSS BORDER
TRADE

Profile of informal traders

Discussions with various government officers aratérs during the field survey in the
CEMAC sub-region have confirmed the existence fafrmal or unrecorded trade both for the
exchange of agricultural and industrial commoditiany traders engaged in informal trade
because official procedures are too rigid, lenghg bureaucratic that increase transaction
costs. Traders thus avoid costly official chanrefsinformal channels. Table 2 shows their

characteristics.

Cross border trade is general similar across thidebamarkets studied. However, there are
some differences in business practices and thedfypeoducts traded. Over 90% of retailers
surveyed were adults, about 23% women and 70% of @kildren (under 18) play a less
important role in the informal cross border trader@presenting only 7% in the number of
traders. In border markets, we often see childeenycsmall quantities of goods on behalf of
their parents or guardians traders. Cross-bordetetractivities support a relatively large

number of young men and women who would be uneneploy

Approximately 70% of retailers surveyed were resideof border towns of Cameroon, with
only 5% living in towns nearby (10km from the bardd& he remaining 22% of retailers were
residents of other cities in the CEMAC sub-regidhe majority (93%) of these traders was

literate. Researches (eg, Hayami and Ruttan, 18B6)ved that lack of education is the
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foundation of conservatism, limited capacity to absrisk, fear of investing in production
and a general lack of information. Literacy levisloaaffects the functioning of a family, type
of employment and occupation. Scholar traders maybéiter positioned to read market

signals and are probably more likely to have actessedit facilities needed to expand their

businesses.

Table 3.2: Characteristics of informal cross-bortdaders

Characteristics Number of Traders
(%)

Ages et sexes

Children under 18 years 5.3

Girl under 18 years 15

Adult males 18 years and over 69.7

Adult females 18 years and over 23.5

Hometown

National Border town 68.9

Foreign Border town 3.1

Other nearby town (10 km from the border) 51.3

Other places of residence 22.7

Education Level

No education 23.5
Primary 27.3
Secondary 42.4
University 6.8
Type of Traders

Retailer 31.8
Wholesaler 10.6
Retailer/Wholesaler 13.6
Intermediate 22.0
Exporter 8.3
Warehouseman 13.6

Source: Compiled from survey results

Operation of Cross Border trade

The operation of cross-border trade involves actorarketing channels and export routes.
The players are:

* Retailers (31.8%) whose function is to retail barder markets for local consumption.

These are usually women who reside in border angthsa level of education that rarely

exceed the primary level;

* The Wholesalers (10.6%) function is to purchdseliig quantities of goods and make them
available to exporters. Their activities are coafinto border markets. With substantial
financial resources often available to them bydkporters, they buy goods from producers,
small collectors on the market but also in other epporters wholesalers.
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* The retailer wholesalers (13.6%) have the funttio purchase goods in large quantities
from some traders and retailers for exporters. Thaschase goods on production large
markets located within the country.

* The intermediaries - transporters (22%) haveftimetion of transporting goods for local or
overseas markets. They can also play the role tefnrediaries such as broker. In frontier
markets, means of transport are rickshaws, wheaelvar Only big carriers with
transportation vehicles (trucks, pickups, etc.)egahly carry products in trucks up to 20 tons
in neighbouring countries of CEMAC. When playing artermediary role, they help
exporters to find better quality of products.

* Exporters (8.3%) are major traders with varioasionalities and with substantial resources.
They have direct contacts with wholesalers from mvhtbey collect the goods for export to
neighbouring countries.

* Warehousemen (13.6%) have the function of keephg goods already purchased by
wholesalers when they go to buy other goods elsewli&enerally, retailer and intermediary
traders play this role.

Marketing channels involve different actors desmibabove. These channels range from
production markets where we can meet almost alllifierent categories of actors above to
the foreign markets by passing through border ntarlhere exporters, with the help of
transporters, cross Border with goods. For crostegborder, there are three ways: the sea
way (17% of flows), the land way (81% of flows) aaid way (2% of flows).

Beside private players above, it is worth mentignihe authorities from public institutions
that are in charge of official statistics. Thefidiflties they face in fulfilling their duties may
be reasons for not registering commercial flowsesEhreasons are explained in several ways
(Egg 1998 and 2000): the multiplicity of possibl®ssing points at the border given the
failures of basic infrastructure: bridges, roaddifficulties to control flows due to the lack of

human resources involve in border monitoring, peoid of information transmission, etc.

MARKETING FUNCTIONS

In the informal border trade between Cameroon &ndeighbours, traders perform various
marketing functions which can be divided into thnegn categories namely:

(1) Functions of exchange or purchase/sale thelude the following transactions: The
search of supply sources generally carried by vdabées on behalf of exporters (and
retailers). They move in different production maskéor this purpose and be helped by
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intermediaries or brokers in assembling goods. Rayrof transaction is done in 90% in cash

using the CFA franc that is the common currenc€ BMAC member States.

(2) Physical functions that include transport, isgrt grading and storage. The preparation of
exports often requires the storage of goods inrdaleollect a large quantity that can support
the fixed costs and ensuring profitability for #gorter. About 74% of traders surveyed used
the storage facilities. Of these, 14% were storetheir own store while 60% were rented.

Others (26%) do not need storage facilities, eithezause of their price, either because of
their availability. This last category includes migiretailers and traders living in border

areas. In the vegetable sector and tomato in p&ticthe sorting and grading operations are
necessary before shipping. These are importanvitaesi in the process of sub-regional

marketing of agricultural and horticultural, becatisey can pack various products depending
on the quality or the "norm" requested by the desion market. The high "standard" product
(first category) is generally designed for the hdmands while others are sold on the food

markets in destination countries.

(3) The functions of market information, fundingdastandards. Business information allows
traders to measure the benefits and drawbackssobtisiness and to decide whether to be an
actor. On the question from whom the trader haainétl the first information on border trade
of agricultural and horticultural products? 70% eftail traders, intermediaries and warehouse
traders said they had information from a persorilendxporters were informed by the media
(55%), by a person (24 %) and other sources (21%).

Regarding the funding sources of informal crosglbotraders in general, although the credit
was cited as a major constraint in the acquisiml storage of products sold, 98% of
retailers surveyed were unable to obtain a finaupport from formal institutions and had to
rely on their own savings (27%), informal lende2%), friends and relatives (24%). A lower
proportion of traders (in the category of expoitead they were able to obtain funds from
microfinance institutions (2%). Furthermore almdsilf of retailers do not have bank
accounts because of the high cost of operatiorgragite and inaccessibility of banks; it is
unlikely that formal financial institutions are #&blle source of funding for informal traders.
The lack of initial capital (particularly among adéers, intermediaries) and the shortage of
operating funds therefore act as barriers to enirythis category of exporter traders.

Specifically, sources of funding vary by class extdretail traders, retailers/wholesalers,
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intermediaries/transporters get their funding frisiends or use their own savings. Only 2%

of exporter traders have reported obtaining credih microfinance institutions.

OFFICIAL AND UNOFFICIAL COST AND BENEFITS OF INFORM AL

TRADE

The following categories of costs were recordedmduthe survey: i) transfer costs including

handling, packaging and transport, ii) the storagéd rental costs, iii) labour costs of work

paid by traders, iv) housing and feeding costdefttader and v) expenses related to the risks

involved in trading operations.

Expenditures in Table 3.3 are those prevailinghatttime of the study and which could be

easily quantified by traders. In addition to thes@enses, there are costs attributable to the

risk of cross-border activities including the risifsthe goods seized by police officers at the

border (not included in calculations due to itsireate difficulties by traders). Traders

complain of continued harassment by police officen® accused traders do activities that do

not meet all trading legal requirements and leathéopayment of bribes. In addition, because

of the nature of informal trade, traders were fdrée ship their goods, bypassing official

positions to avoid detection by authorities andimire losses in case of forfeiture.

Table 3.3: Average annual expenditures of inforonass-border traders

Expense

Rent

Processing and packaging

Average Annual Cost
In CFAF slices

Less than 100 000
Between 100 000 and 125 000
More than 125 000

Less than de 100 000
Between 100 000 and 125 000
More than 125 000

Taxes/Tariffs/commissions/certificates/licences Less than 100 000

Storage of Goods

Freight

Workforce

Between 100 000 and 125 000
More than 125 000

Less than 100 000
Between 100 000 and 125 000
Plus de 125 000

Less than 100 000
Between 100 000 and 125 000
More than 125 000

Less than 100 000
Between 100 000 and 125 000
More than 125 000

Number of Traders
(%)

46.8
10.6
42.6

56.2
9.8
34.0

59.3
9.3
31.4

34.2
171
48.7

17.0
28.3
54.7

63.7
4.5
31.8

Source: compiled from survey results
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Moreover, informal cross-border trade involves thwplicit costs to the whole society by
increasing corruption and the dumping of poor dualjoods that can harm the country's
industry. Another cost to society is linked to Bsuelating to hygiene because most traded

agricultural products are usually processed in@yprate sanitary conditions.

The above expenses are annual and very generalhawe estimated the cross-border
marketing costs of plantain.

CROSS BORDER MARKETING COSTS

Detailed information was collected on various cdstduded in the process of collecting,
transporting, storing the last expedition to Gabod Equatorial Guinea. We assimilate these
costs to variable costs as they vary with the amotiproducts purchased and the number of
cargo shipped. To make them comparable, we estithéecost of transferring one kilogram
of plantain from the border markets of southern €amon to Gabon and Equatorial Guinea
(Table 3.4). Thus, transportation, handling, traeltrader to follow his business is more
important. In general, all transaction costs regmeé®n average 30% and 22% of the selling

price of a kilogram of plantain on the market ouBtprial Guinea and Gabon respectively.

Table 3.4: Average cost of transferring a kg ohpén from Cameroon markets to Equatorial
Guinea and Gabon markets

Elements of the marketing cost E. Guinea Gabon
Transportation 63.01 53.01
Handling 14.12 13.02
Travel expenses of trader 11.89 21.89
Commissions 10.14 9.14
Taxes 9.24 10.24
Storage 0.72 0.62
Packaging 0.76 0.86
Telephones 0.71 0.73
Others 0.73 0.84
Total 111.32 110.35
% according to average price/kg on the 30 22

destination market

Source: compiled from the survey results

ESTIMATION OF VOLUMES AND VALUES OF INFORMAL BORDER
TRADE

This chapter covers the results of monitoring syiviecross-border flows of agricultural and

horticultural products between Cameroon and CEMA{@mbouring countries for the period
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from January to December 2008. It provides estimatie unrecorded cross-border trade
between Cameroon and its CEMAC neighbours, botluemtity and value. But prior to the
presentation of the results, let us consider a muntb estimation problems, namely the
problem of measurement units and prices, and tbblgm of seasonality of cross border

flows.

The issue of measurement units and prices
On the cross-border markets, there are a multinfdecal measures units (LMU) which

complicates the task of estimating the quantit@d snd their value in terms of monetary
value. MINADER-DESA (2008) has addressed thesecdities by publishing a study on the
harmonization of local measurement units in théowesrborder markets. On the basis of these
measurement units, it has been valued each crophartultural subject of cross border
trade. This valuation is based on prices in thal®omarkets, namely, the price paid by the
informal traders to import goods or money receibbgdhe informal traders to export goods.
Prices of goods most frequently traded have be#dacted on a fortnightly basis. The total
value of trade is the sum of the value of unrecdade. On the basis of LMU, we estimated

the average price per kilogram of main productdeadan different border markets.

Globally, the export prices vary according to sypaphd demand. Prices are falling in the
month when the export supply is abundant and isangan the month it is rare (Figure 3.1).
But there are other sociological factors that ieflce such prices and concern personal
relationships between traders whose confidence important element. These characteristics
of real and spontaneous markets show that prieesaegly freely by haggling between buyers
and sellers. But more often, prices are based osopal relationships. In their negotiations,
the buyers most often rely on the previous pricd #re level of demand in destination
countries and especially the number of buyers enrttarket exporting border. At the same
time, they appreciate the level of the supply & day by the abundance of traders selling in

the market.
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Figure 3.1: Evolution of export prices (CFAF / ldpring the year for some agricultural and
horticultural products from Cameroon to its CEMAE&ighbours
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The problem of seasonality of exported products
Among the 70 products exported from Cameroon t@EMAC neighbours only a few are

marketed regularly over the 12 months of the y&hese include products such as plantain,
onion, tomato, avocado, cassava sticks, carrotbatgeppers. Figure 3.2 shows how varied
the exports of these products to neighbouring aeasbn 12 months of the year. Note that
the plantain is the most important agriculturaldarct in terms of regular tonnage reaching its
peak during the first months of the year and thedide, reaching its lowest level in July,

August and September before resuming to increase tfine month of October. The tonnages
of the onion move in the opposite direction froragh of the plantain in that they reach their
peak in July, August and September when plantapoes are lowest. The tomato is the
product that moves constantly with a tonnage of tdthes exported each month which it
should be emphasized that a few months of scaacgyMay, August and September. The
change in other products such as avocado, cassiaka, arrot and bell pepper is almost
identical with periods of abundance in the montlsnf May to September against periods of

scarcity at the beginning and the end of the year.
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Figure 3.2: Seasonality of some agricultural andtitwdtural products exported from
Cameroon to its CEMAC neighbours
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The estimated figures
Before presenting the estimating results, it isangmt to note that agricultural trade between

Cameroon and its neighbours are “one way tradeh f@ameroon to neighbouring countries.

Agricultural imports from neighbouring countriegafery small and insignificant.

The results presented in Table 3.4 indicate th&DPB8 a volume of just over 155 000 tons of
agricultural and horticultural products has beeipgdd from Cameroon to its CEMAC
neighbours for an estimated value of almost 38dilfrancs CFA. CEMAC Importers of
Cameroon products are in descending order: Eqaat@dinea (41%), Chad (29.5%), Gabon
(12.4%), Congo (11.5%) and CAR (5.6%).
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Table 3.4: Quantity and estimated values of agucal and horticultural products exported
from Cameroon to its CEMAC neighbours, 2008

Countries of Border markets Quantities Values %
destination (in tons) (in CFAF)
Gabon Abang Minko’o 5320.25 1 256 566 284
Kye-ossi 8 626.35 2 037 419 400
Aboulou 5399.75 1275 343 037
19 346.35 4 569 328 727 12.4
Eqg. Guinea Campo 36 915 10 419 213 824
Idenau 23990.2 6 771 204 754
Kye-ossi 2 821.05 796 237 929
63 726.25 17 986 656 508 41.2
Congo Moloundou 17 818 2 959 966 286
Kentzou 18 2990 200
17 836 2 962 956 487 11.5
CAR Garoua Boulai 7 430 1453 863 261
Kentzou 1247 244 006 391
8677 1697 869 653 5.6
Chad Kousseri 45 869 10 639 870 720 29.5
Total 155 454.60 37 856 682 095 100

Source: Authors' calculations
Products exported to Equatorial Guinea pass m#mbugh border markets like Campo with

58% of flows, Idenau with 38% and Kye-ossi with yodl% of the flows. For Chad, the
products pass through the main border that is Kevudsor Gabon, the products pass through
border posts like Kye-ossi (63% of flows), AbangrAkid and Aboulou each with about 18%
of flows. Products pass essentially by MoloundoCémgo and Garoua Boulai and Kenzou to
RCA.

Estimations of cross-border trade according to eeplgoroducts have been calculated and the
results are shown in Appendices 1 and 2. Therenare than 70 agricultural and horticultural
products covered by the informal cross-border trediveen Cameroon and its CEMAC
neighbours which the mains (over 50 tons per yaag) avocado, plantain, carrots, flour
cassava, mango, onion, tomato, potato, pepperegala, etc.. The main products of the
number of fewer than 20 represent about 67% of Caomés exports to its CEMAC
neighbours. The others are wood forest produatsstiock products, the seafood, agricultural
and horticultural products which their annual toges are rarely exceed 50 tons. They are:
bitter bark, beets, mandarin, lily, African pedre tdjansang, grapefruit, pepper, coconut, dry

maize, millet, shrimp, fresh carp, honey, eggs;ichifresh fish, etc...
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COMPARISON OF ESTIMATED FIGURES OF INFORMAL TRADE
WITH THOSE OF OFFICIAL OR FORMAL TRADE

The base year for the official data used in congpas with the informal trade was 2008.
Table 3.5 shows the results of the comparison letvedficial exports and unofficial exports

(informal) between Cameroon and each of its fiveMlE neighbours. Customs statistics
(INS, 2009) show that total exports from Cameroonthe CEMAC is 39.5 billions. Our

estimations give 38 billions as total informal e’squnrecorded), representing 0.4% of GDP
in Cameroon in 2009, that are not taken into nati@ecounts. Checking the list of products
exported officially, one can confirm the fact th#te agricultural and horticultural

commodities are not included in official statistid$e products subject to registration, are
mainly manufactured goods such as sugar, beer,| rebtets, fabrics, household soap,
cement, batteries and electric batteries, cosmetigediles refined sugar, new tires, bars,

horseshoes, wheat flour, matches, chocolate, aekktegl, etc..

Table 3.5: Comparison of formal and informal tradegricultural and horticultural between
Cameroon and other countries of the CEMAC

Destination Official Unofficial Total exports % of informal % of informal

country exports Exports including the trade trade compared to
(informal) informal trade compared to  total exports

official trade

Gabon 8 090 576 754 4569 328 727 12 659 905 481 .5 56 36.1

Eqg. Guinea 12 253918 538 17 986 656 508 30 28M8B 146.8 59.5

Congo 6 222 845 443 2962956 487 9185801930 47.6 32.3

CAR 3824277976 1697869653 5522147 629 44.4 30.7

Chad 9182834046 10639870720 19822704766 5.911 53.7

Total 39574452754 37856682095 77431134849 95.7 48.7

Sources: Authors' calculations

The comparison in relative terms shows that infdranaunrecorded trade represents 96% of
the official one and includes mainly agriculturabdahorticultural products. This percentage is
49% of total trade by adding the estimated figucesfficial trade. An analysis by country of

destination shows that the majority of informaldeas oriented to Equatorial Guinea, whose
informal exports are higher than official ones ttie same for Chad. For Gabon, the informal
or unofficial exports represent more than half fiic@l exports. The Congo and the CAR are
the countries which receive small informal flow®liw 50% of official exports). The large

volume of informal trade recorded that moves to &qual Guinea and Gabon would be
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explained by visa problems between these coundelsCameroon while all belong to the
same sub-regional grouping which is the CEMAC. Eirad, informal trade would be
explained by the distance from Cameroon producii@as to the border where traders would

circumvent the customs officers to pay fewer taresrder to minimize marketing costs.

The comparison with the official data of agricututrade in the CEMAC indicates derisive
official figures compared to estimated figuresgbneral, the estimated quantities are higher
by more than 556% of official quantities (Table)6.¥he analysis by country of destination
shows the same trends as the previous value asalysive where we see that Chad is the first
destination where unrecorded flows are the largegh 638%), followed by Gabon and
Equatorial Guinea (495%), CAR (298%) and Congo %3

Table 6.7: Comparison of estimated and officialamgities (in tones) of agricultural and
horticultural products between Cameroon and its @EMeighbours

Destination Estimated Official Differences %
States guantities (Qg) guantities (Qo) (Qe — Qo)
Gabon and E. Guinea 83 072.60 13 963.2 69 109.4 5 49
CAR 8677 21755 6 501.5 298
Chad 45 863 62114 39 651.6 638
Congo 17 836 1343.1 16 492.9 123
Total 155 454.60 23 693.2 131 761.4 556

Source: Authors' calculations based on statist@® the INS (2009).

REASONS FOR DEVELOPMENT OF INFORMAL TRADE IN THE
CEMAC

Understanding why the informality in border tradeeds an institutional description
framework of the CEMAC showing the device in favadrintra-community business. The
failure of this device by the practice of infornmtaehde policy is the factors explaining the
informal trade within CEMAC.

The institutional framework for commercial activity intra-CEMAC
Since its creation by the Ndjamena Treaty of Mat6h 1994, the Economic and Monetary

Community of Central Africa (EMCCA) acquires its ownstitutions to facilitate the
emergence of a genuine economic development ie trativeen States. These institutions are
four in number namely: the Economic Union of Celnifica (EUCA), the Monetary Union

of Central Africa (MUCA), the Court of Justice atite Community Parliament. At the same

time, the EMCCA appropriates various other insttél arrangements which its Member
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States are parties to the regional level, partibulsm Francophone Africa. These include
those made by the Organization for the HarmonisatioBusiness Law in Africa (OHADA),
the Inter-African Conference of Insurance Mark&#MA), the Inter-African Conference of
Social Welfare (IACSW).

Section 2 (c) of EUCA provides progressive impletagan of a common market after a five-
point process namely:

- Elimination of internal customs duty, quantivatirestrictions on entry and exit of goods,
equivalent charges and any other measure havingaent effect may affect the transitions
between the Member States;

- The establishment of a common commercial poleyards third countries;

- The establishment of common rules of competiéipplicable to undertakings and state aid;
- The implementation of the principle of the fre@wvement of workers, the freedom to
provide services, freedom of investment and capi@alements;

- Harmonization and mutual recognition of technisi&ndards and procedures for approval
and certification.

In addition, mechanisms and devices adjuvants ieae the common market are planned
and organized. It is thus:

- The investment charter established by the Regulaif 17 December 1999 constitutes a
common framework including rules to improve thetilméonal environment of fiscal and
financial companies;

- The establishment of a regional banking systemteurthe framework of the MUCA to
ensure currency stability, promoting the smoothraf@en of payment systems and conduct
foreign exchange transactions through the Bankhef@entral Africa States (BCAS), the
security of the entire banking system - includinignmfinance sector - being provided by the
Banking Commission of Central Africa (CABC);

- The projection of a judicial system with a regbouncil of competition and an arbitral
tribunal to punish anticompetitive practices oflafids;

- The signing of various texts on transport sewi(E93 Protocol on procedures for passage
of goods in transit, 1996 EMCCA Convention on thdtimodal transport agreement of 1999
on road freight and transit from Cameroon to CerAfacan Republic and Chad, EMCCA
agreement of 1999 on the regional air ...) to omg@the event and facilitate the movement of

persons and property;
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- Adoption of OHADA and CIMA acts to secure the peaty rights of staff performing

various economic activities including those of &ad

Came into force in 1994, the tax and customs resdnave resulted in the establishment of a
common external tariff with four rates (% O for lzasecessities, 10% for raw materials, 20%
for product mixed and 30% for the final consumesducts). In addition, they have put in
place a tax on turnover gradually converted infoeradded tax as is already the case in three
countries of the EMCCA. But despite these smallaades, there is still little integration of
production systems. Thus, the figures in the dioectf trade statistics from the IMF indicate
that in 2001 the share of exports to CEMAC coustrieembers of this community was only
barely 1.15% of total exports (IMF, 2001). It isat that this figure refers only to formal
trade. However, although the institutional framekvaithin the Community was presented
primarily designed to govern the formal businesss clear that their failure could set up an
undeniable explanation for the development of mmf@r cross-border business between
Cameroon and other countries of the CEMAC as refthe informal trade policies

encountered between some member countries.

The informal trade policies as explanatory factors
As the CEMAC countries are part of the same subBnad grouping, there is no formal tariff

barriers between them. However, the system of i@xaif certain products is random and
informal (AGROCOM, 2005). Thus, the tax imposed agricultural products has no
determine value and varies from one border postntither on the same product. Between
Cameroon and Gabon, the informal taxes levied lkypblice and the gendarmerie on the
roads would be exorbitant. For manufactured gotus,customs levy a VAT (value added
tax) of 18.7%. According to the same sources oéstigation (AGROCOM, 2005), to cross
the border between Cameroon and Equatorial GuindaGabon, Cameroon pay an amount
of CFAF 1 000 without a receipt and must submiirtigentification at the police station. It
must also have a visa which cost CFAF 31 500. Qetshe official crossings, there are

parallel tracks to cross borders.

It is legitimate to ask whether the developmenindbrmal trade is explained by the only
costs and charges mentioned above? In general Grwidang to a study of CEA-BSRAC
(2007), the informal trade of agricultural producisCentral Africa is explained by several
factors including: the cultural and family ties @ss boundaries, religion such as by example,
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Islam that has allowed traders in northern Cameiawh Chad to build relationships and a
sales network on the basis of their faith, the eoain crisis with its adverse consequences on
employment and inflation. In addition to these ¢ast some constraints to the development of
cross-border trade of agricultural products betwten CEMAC countries are behind the
development of informal trade. It can neverthelesgyrouped under four distinct categories
namely: infrastructural and institutional consttain(the poor condition of roads and
telecommunication characterized by areas that ave sufficiently covered by the
communication network, the unit cost of telephoral ¢rom one country to another
exorbitant), technological constraints (poor quwaliff packaging, storage problems) and

human constraints (organized crime known as théhloaks, police harassment ....).

4. Conclusion and recommendations

This article has presented an alternative wayudystegional integration within the CEMAC
based on the dynamics of cross-border trade playbcs implementing it opposed to the
institutional approach of regionalism rather widesgl in literature. The results show the
vitality of intra CEMAC and lead to stress thatnitpact is underestimated by policy makers
in Cameroon.

Cross-border flows between Cameroon and his CEMA@hiours are organized from
border markets where actors (wholesalers, retailetesrmediaries, exporters, etc.) trust each
other. This trust is established according to tlegdency of transactions and the trader’s
ability to pay cash over time. Disputes betweeddra are resolved difficultly at state courts,
but by market institutions (trade associationsedasn threat of reprisals (suspension of trade
relations with the defaulting). The uncertainty doned with the specificity of agricultural
and horticultural products that are highly peridbdbad at the coordination of actors within

the associations in order to minimize transactiostxin the various marketing process.

Marketing channels generally borrow the land and. Sehe air is rather marginal. The
preparation of exports to neighbouring countriggrofequires the storage of goods in order
to collect a large quantity that can support thxedi costs and ensuring profitability for the
exporter because access to credit is rare for atothis trade. Indeed, access to financing
depends on the category of traders, most finanttiam activities through their own savings.
The formal banking system is absent while micraft® institutions providing funding for

some exporter traders.
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The volume of informal or unrecorded trade of agjtioral and horticultural products between
Cameroon and its neighbours is huge, and playscaaneely vital, but without any official
recognition in the economies of the CEMAC countiregeneral and Cameroon in particular.
The importance of informal trade figures estimatethis research suggests that there is great
potential in the regional economy to increase tbkeime of intra trade within CEMAC. To
achieve this, all trade barriers should be liftedinty between Cameroon and Equatorial
Guinea on one hand and between Cameroon and Gabdimeoother where visa barriers
greatly restrict conditions for a harmonious traahel less risky. In this way, traders will sell
more formally to customers of these two countrieseduced prices. In addition, since the
volume / value of informal trade was even highesame cases to formal exchanges, it is
evident that contributions from the informal sedtmGDP, the food security of the sub-region
and employment are important and should be reviséuk light of these findings. This study
did not assess the impact on employment and incdme the potential contribution of

informal trade employment for border communitieshsious.

With trade liberalization that characterizes theM2, governments should ensure that
small farmers and traders, including those in Camer where almost all agricultural and
horticultural products are grown, have access tomarkets by removing barriers visas,
promoting access to adequate capital and new metbbdisk management to respond to
requests for agricultural products from the CEMA@-segion. The ability of farmers to
respond will of course depend on rainfall and smihditions, the level of agricultural
technology, and the level of institutional suppservices available (agricultural research,
extension, rural infrastructure and credit fa@kii, but much of the political will of member
countries to really liberalize the movement of gdeoand goods between their countries,
condition of a good business environment.

Finally, let's make some recommendations for furessearch:

1. The objective of the study on estimation of ¢&rdzktween Cameroon and its CEMAC
neighbours has left many questions unanswered.léde of income from the informal or
unregistered trade must be estimated at the holaskvel, thus allowing the evaluation of its
impact.

2. The costs of trade through official and uno#fihannels to be compared. This could help
to understand the factors that reduce the volumefofmal trade channels for formal trade.
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Appendix 1: Estimated annual quantities and vabfesajor agricultural and horticultural products
traded between Cameroon and neighbouring courdfi€EEMAC, 2008

Border with

Gabon
Export

Import

Equatorial Guinea
Export

Import

Congo
Export

Import

Chad
Export

Import

CAR
Export

Total

Main
commodities

Avocado
Banana
Plantain
Cassava stick
Carrot
Cabbage
Bark better
Cassava flour
Macabo
Mango

Onion

Potato
Tomatoes

Eggplant
Cabbage
Beans
Onion
Mango

Bell pepper
Potato
Parley
Tomato

Groundnut
Beans

Cassava cossets
Onions

Plantain

Banana
Cola
Avocado
Onion
Rice
Tomato

Banana
Onions

Plantain
Tomato

Quantities
(in tons)

531,63
156,78
4145.77
238.51
484.14
24457
48.97
509.75
1027.24
326.7
2424 .47
1025.74
650.65
11814.92

3309.7
3408.4
865.3
6177.05
890
3915
1459
2967
235
23226.45

104 179.37

Values
(in CFAF)

317 914 740
23 046 660
609 428 190
29 813 750
107 479 080
74104 710
3672750
317 064 500
116 078 120
392 366 700
375 792 850
258 486 480
165 265 100
2790 513 630

771160 100
1 039 562 000
103 836 000

1 006 859 150

890 000 000
1194 075 000
525 240 000
964 275 000
60 630 000

6 555 637 250

104 876 000

303 485 000

1 259 460 000

878 040 000

227 550 000
2773411 000

2 664 750 000
638 000 000
445 500 000

3 368 575 000

3 245 625 000
220 590 000

10 583 040 000

365 750 000
658 845 000
100 989 000
208 722 000
1 334 306 000
24 036 907 880

Source: Authors' calculations

! Dotted lines indicate that figures are not sigpaifit.
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Appendix 2: Estimated annual quantities and vabfesther horticultural and agricultural products
traded between Cameroon and its neighbours of CEN?AGS.

Border with Other Quantities Values
products (in tons) (in CFAF)
Gabon
Export Garlic, Folon, pineapple, eggplant, beets,
sugar cane, Celery, Cherry, Lemon,
Cucumber, Squash, Bitter Bark, Ginger,
Okra, Guava, Green beans, palm oil, 7531.43 1778 815 097
lettuce, vegetables, Mandarin, cowpea,
Grapefruit, Papaya, Parsley, pepper, leek,
pepper, Safou, Djansang.
Import Bifaga, wheat flour, palm oil, Lemons fruit —— e

Equatorial Guinea
Export

Import

Congo
Export

Import

Chad

Export

Import

CAR
Export

Import

Total

Ndjidja, Salad, Tapioca, Watermelon,
Garlic, Folon, pineapple, eggplant, beets,
sugar cane, Celery, Cherry, Lemon,
Cucumber, Squash, Bitter Bark, Ginger,
Okra, Guava, Green beans, palm ail,
Lettuce , leaf vegetables, Mandarin,
Cowpea, Grapefruit, Papaya, Parsley,
pepper, leek, pepper, pepper, Safou,
Djansang,

Coconuts, Lemons fruit, Cabbage, Onions

Plantain, Dry Maize, Coconut, Potato

Palm oil, cassava sticks, Cocoa, Mango,
Coconut, palm nuts

Pineapple, Avocado, Sugar Cane, Lemon,
Guava, Mandarin, Mango, Parsley, Pepper,
Sugar

Millet, cowpea, groundnut cake, cotton
cake, Red Mil Tea,

Garlic, Pineapple, Mushrooms, Palm OQiIl,

Kola, Lettuce, Ndjindja, palm nuts,

watermelon, Pepper, Soybean, Sugarcane,
Cowpea, Capes fresh, smoked carp,
Shrimp, Crustaceans, mackerel, honey,
eggs, fish smoked, chicks, fresh fish,

Peanut, bamboo brooms, sesame, Kemba,
Onions, Voandzou

40 499.8 11 431 019 269
1141 189 545 490
245 56 830 720
1 858 363 563 652

51 276.03 13819 774 228

Source: Authors' calculations



41
Appendix 3: Survey methodology used by MINADER

1. PURPOSE OF THE SURVEY

The main purpose of the survey is to collect thangities and value of products traded between
Cameroon and neighbouring countries. The survay lelns about the geography of commercial
flows from Cameroon supplying CEMAC countries.

2. DETAILS OF THE SURVEY

2.1 Geographic Scope

The scope of coverage is the national territoris thore specifically all exit points of food prads
traded between Cameroon and countries sharing@iitkebs. Thus, investigators are positioned in all
these exit points where they recorded data on imogm@nd outgoing flows of products traded. For
the purpose of complement and precision of thesesfl a parallel investigation is conducted in the
export markets. This survey is made following thetmodology of Market information system
(MIS). The identification of exit points and contta performed by the MIS and related studies such
as TRANSFLUX | & Il (CIRAD-SCAC), is discussed taqvide exit points with customs officers
to collect and strengthen the customs posts whezeetis no Phytosanitary post because the
Customs are not interested in quantitative tradingodstuff.

2.2 Type of Survey, observation Units and investigation

Exit points are the main units of observation; they divided into four geographical areas namely
"The south,” "The Great West," "The Great North &abt. In order to have good coverage, exit
points will be covered by non-formal estimates o&igtities traded through market surveys in these
areas where they exist and an investigation snd&&lom illegal operators in areas not provided
with markets.

The investigative unit used for this operation he means of transport-day-hour-product. Thus,
each shipment entering or exiting through an eaibfpwill be identified by its registration / code,
the date of passage, the passing time and the gtrodncerned.

3. PRESENTATION OF DATA COLLECTION TOOLS

The survey materials are 4 categories:

- Inflows Collection Sheet which lists all the agpitvo-pastoral products from other countries in
the sub region;

- Outflows Collection Sheet which lists all the agilvo-pastoral towards other countries of the sub
region.

- The weighing sheet of products subject to tradbeasub-region

- The MIS manual for information collection and bemarking in markets.

4. SURVEY STAFF

4.1 Enumerators

They were selected from police officers at phytdsay posts, from populations of the surveyed
areas, from the collection agents at MINADER (AVZhey are responsible for identifying all
products in cross border trade following the metilogy mentioned above and the MIS .

4.2 Controller Agents

These are the heads of agricultural statistichefdrovince state representing the area surveyed.
They are responsible for ensuring the proper candtifield operations, to conduct initial audit
guestionnaires, collect questionnaires in theiraaoé inquiry, to send monthly to the central
management (DESA).

4.3 Supervisor Agents
These are Senior Officers from the MINADER DESAeYlare responsible for:
* train the enumerators and supervisors;
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* ensure the good operation of the survey (regulasits of the field to support enumerators)
» monitor and provide ongoing assistance and cbamg errors found.

4.4 Processing and Data Analysis

At the end of collection, the data are process#ddviing the usual protocol at MINADER DESA.
Data are entered and cleared in an interim ExgaliGgtion designed for the occasion; because the
Access database is being tested. Finally, the sisalydone using Excel spreadsheets and Access.



