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<Notes and Disclaimers>

- This report is produced by the trust corporation based on the contract with JICA. The contents of this report
are based on the information at the time of preparing the report which may differ from current information
due to the changes in the situation, changes in laws, etc. In addition, the information and comments posted
include subjective judgment of the trust corporation. Please be noted that any actions taken by the users
based on the contents of this report shall be done at user’s own risk.

= Neither JICA nor the trust corporation shall be responsible for any loss or damages incurred by use of such

information provided in this report.
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E'E 3D

SDGs Business Model Formulation Survey with the Private Sector for Introducing Car Recycle

System for Contributing Achievements of Environment Protection and Circular Economy

Summary

1. Development Issues in the Target Countries and Regions

(1) Status of development issues

In the Republic of Cameroon, systems and frameworks for collecting and recycling End-of-Life
Vehicles (hereinafter referred to as “ELVs”) have not yet been established, and many ELVs, mainly
those that have been involved in accidents or have broken down, are left on the sides of roads, in
garages, and in the yard of their owners. Abandoned ELVs are supposed to be collected by the local
government, but due to the cost of collection and the fact that in some places, the ELV collection sites
managed by the city (hereinafter referred to as "fourriéres" in French) are sometimes full of ELVs and
there is no vacant space, it is not possible to collect newly generated ELVs and the local government
collects only some of them. The reason why some fourriéres are overflowing with ELVs is that most of
the abandoned vehicles are broken-down vehicles and cannot be sold at auctions, so they are left for
a long time. In addition, there are not enough companies that take back and dismantle the broken-

down vehicles that cannot be sold at auctions.

In Cameroon, procedures for scrapping vehicles are not as thorough as in Japan, so accurate
information on the number of vehicles scrapped annually is not available at this stage. However,
according to a 2019 United Nations report, due to economic development and population growth, the
number of cars owned in the country has increased substantially, from 210,000 in 2000 to 675,000 in
2014, and is estimated to have exceeded 1 million as of 201836, In addition, the number of ELVs is
expected to continue to increase in the country, where most people use old used cars that have been
used for more than 10 years3’. The abandonment of those ELVs not only damages the landscape of
the city and nature, but also causes serious environmental, social and economic issues, including

Adverse effects on the natural environment, such as soil and groundwater contamination, due to

the outflow of oil and other harmful substances in the vehicle.

ELVs left unattended on public roads are sometimes the cause of traffic accidents38(especially at

night).

36_ BOUGNA.net, "Une usine de recyclage de piéces détachées de véhicules en gestion au Cameroun", 17 November
2018, https//bougna. net/2018/09/17/auto/une-usine-de-recyclage-de-pieces-detachees-de-vehicules-en-gestion-au-
cameroun/(referenced October8,2021)

37 Nations Unies (2018), Evaluation de la performance en matiére de sécurité routiére (EPSR) Cameroun

38 "YAOUNDE : TSIMI EVOUNA VA VENDRE AUX ENCHERES LES VOITURES ABANDONNEES SUR LA CHAUSSEE," NOVEMBER 20,
2018, https://www. lebledparle.com/fr/societe/1105537-yaounde-tsimi-evouna-va-vendre-aux-encheres-les-voitures-
abandonnees-sur-la-chaussee (JULY 26, 2021)
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ELVs contain many reusable parts and resources such as metal, iron, and copper, and by leaving
them unattended, valuable resources with economic value are wasted instead of being used

effectively.

In Cameroon, collected ELVs are dismantled by dismantlers, and reusable parts are sold to parts
suppliers, metal and steel scrap are sold directly to collectors, electric furnace manufacturers, and
aluminum melting manufacturers, or exported. Other non-reusable items are consigned to suppliers
or disposed of by themselves (in some cases, they are left unattended). The process flow of ELVs in

Cameroon is shown in the figure below.

Figure : Process flow of ELVs in Cameroon

The following issues have been identified in the local dismantling operation, compared to the recycling
operation that Big Wave Kawasaki Co., Ltd. (hereinafter as “BWK”) implements in Japan.
Pollution of the natural environment due to the outflow of oil and other harmful substances
during dismantling, and impact on ozone layer depletion and global warming due to the release
of CFCs into the air.
Unreliable used parts production. A vicious cycle that leads to vehicle breakdowns and accidents
(even at the parts suppliers, parts are stored in a miscellaneous manner and are not properly
managed, and customer requests are not met).
Underutilization of resources with economic value that can be reused
Injuries to workers and health hazards due to inappropriate working conditions (e.g., failure to

use appropriate machinery and failure to wear helmets)

Another challenge in Cameroon's automotive society is the high number of broken-down vehicles and
traffic accidents, and the resulting frequent traffic congestion in the capital cities (Yaoundé, Douala,

etc.). There is a high use of second-hand vehicles in the country, and a large number of these vehicles
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are in a very poor state of repair (use of unreliable parts and lack of maintenance), which often leads
to traffic jams caused by broken-down vehicles on the roads39. Many of the cars on the road (especially
taxis) are more than 10 years old, and it is common for brake lights and blinkers to be faulty, while

brakes and seatbelts often do not work properly40.

(2) Background and causes of development issues

Although there are laws and regulations on waste, there is no mention of the disposal of ELVs and
they often do not function as laws and regulations. Article 48(1) of Cameroon's Waste Law states that
dumping, abandoning, etc., of waste is against the law. However, abandoned vehicles can be found

everywhere, and the government does not penalize owners for illegally abandoning vehicles.

In addition, the informal sector mainly dismantles ELVs because the vehicle recycling industry has
not been established in Cameroon. Even if standards for ELV dismantling and shredding were to be
established in the future as in Japan, it would be difficult to supervise and provide guidance to
companies operating without registering their businesses to ensure that standards for proper
recycling and disposal are followed. The field survey revealed that the local chamber of commerce and

industry is aware that the current situation of illegal business implementation should be improved.

Furethermore, vehicle inspections are compulsory for all vehicles in Cameroon (every 6 months for
trucks and vehicles transporting dangerous goods, and every 12 months for private vehicles,
agricultural and civil engineering machinery). For this operation, 40 technical control centers have
been established by private operators and are operating under the authorization of the Ministry of
Transport (hereinafter referred to as “MINT”), though the number of centers is insufficient compared
to the number of vehicles in Cameroon. According to the results of interviews with local vehicle
inspection organizations, about 500,000 vehicles are inspected annually, of which about 10% fail and
about 98% of them pass after re-inspection. However, due to no strict vehicle inspection standards
and no system for complying with them, there are many cases, in which vehicles are illegally issued

certificates that pass inspection.

(3) Development plans, policies, laws, etc. related to the development issue

The government of Cameroon announced “the National Development Strategy 2020-2030” as a
strategic guideline to achieve the goals set out in “VISION 2035”. Although there is no direct mention
of automobile recycling, the following goals are presented in relation to environmental pollution,

underutilization of resources, business by the informal sector, and the high number of accidents and

39 Japan International Cooperation Agency (JICA), Angelosec Corporation, Metropolitan Expressway Company
Limited, Nippon Construction Company Limited (2017), "Information Collection and Confirmation Study for the
Development of Douala Urban Transport Network in Cameroon Final Report".

40 Embassy of Japan in Cameroon (2020) "Safety Guide"
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broken-down vehicles.

Table : Government Goals and Policies of the National Development Strategy 2020-2030 related to

the Project
Related field Detail
A. + Develop a strategy that focuses on strengthening efforts to protect the environment, manage
Environmental resources sustainably, and address climate change and its adverse impacts.
Protection + Specifically, the goal is to reduce various forms of pollution (soil, water, air, etc.) and improve
Sustainable use wastewater and solid waste management systems.
of resources + As we adapt to climate change and take appropriate measures to mitigate its impacts, we will
monitor the amount of chemicals and hazardous waste disposed of in an environmentally
sound manner.
+ Given that some industries are causing environmental pollution (especially in cities such as
Douala and Yaoundé), activities will focus on strengthening waste management by companies
and promoting corporate social responsibility.
B. * The challenge is that the informal sector accounts for 80-90% of employment.
Industrialization |+ The goal is to transform the informal sector into the formal sector by ensuring significant
(Formalization) development of the productive sector in general and the industrial sector in particular.

+  Establishment of an accredited framework for large-scale training and capacity building for
workers in the informal sector (TRAIN MY GENERATION program)

+ Citing as a challenge the fact that only the beginning (primary industry) and the end (trade,
services, etc.) of the value chain exist in all industries, the goal is to establish an industrial
structure and industrialization that includes intermediate levels such as the processing sector
that will increase added value.

C. *  The government will launch a special program dedicated to road management and safety.

Transportation | In line with relevant international standards, it will be structured around five pillars. (i) road

Reform management; (ii) road infrastructure; (iii) vehicle modernization; (iv) capacity building and
user awareness; and (v) medical care for accident victims.

*  Promote training and awareness of users to ensure compliance with vehicle maintenance
standards.

Moreover, “Industrialization Master Plan (hereinafter referred to as “IMP”)” is the industrialization

development plan of the Government of Cameroon, which was prepared based on “the Cameroon

Vision 2035” and “the Growth and Employment Strategy Paper”. It describes specific measures for

industrialization. In the mining, metallurgy and steel sector, which is one of the five main industries

scoped in the IMP, it is stated that "local blue-chip companies involved in the mining and

manufacturing industry will be actively encouraged to increase their production capacity and improve

their technologies through incentives and support. The metal resources produced by the automobile
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recycling business will be used as raw materials for the metallurgical and steel sectors, which will
contribute to the further development of the sector in terms of enabling domestic procurement of high-
quality raw materials instead of relying on imports, which is consistent with the government's

development objectives.

The Government of Cameroon is also reforming its transport administration, and as part of this
reform, it plans to implement institutional reforms such as the process for issuing vehicle inspection
certificate. In addition, from the perspective of reducing traffic accidents and strengthening the
competitiveness of the transport sector, the government has set a goal of scrapping 20% of aged
vehicles that have been in use for more than 10 years and encouraging people to replace them with
new vehicles (Aged-Vehicle Replacement Policy (hereafter referred to as "Prime a la casse" in French)).
The Cameroon government recognizes and expects that this business will provide the technology and
know-how to solve the issue. MINT's briefing paper to the Prime Minister's Office mentions the name
of BWK, "In order to implement this activity, it should be noted that there are already many partners
with strong technical and financial capacity in the field of recycling of ELVs and aged vehicles, such
as a Japanese company Big Wave Kawasaki”’4!. The business of the proposing company is also

incorporated in the implementation plan of the policy.

2. Products and Technologies

BIG WAVE KAWASAKI Co., Ltd. conducts proper dismantling treatment of ELVs and production and
commercialization of used parts. Based on the Automobile Recycling Law in Japan, the company provides five
functions: (1) collection of ELVs, (2) proper dismantling of ELVs and production and commercialization of used
parts, (3) storage and sales of used automobile parts, (4) recycling of resources, and (5) overseas export of

automobile parts.

The proposing company has achieved "All recycle" in automobile recycling, accredited by both the Minister of
Economy, Trade and Industry and the Minister of the Environment. This makes it one of the few companies in Japan
to be entrusted with the recycling of all automobile manufacturers' products. The current processing volume of ELVs

is 500 units per month, or 6,000 units per year.

Parts are sold to local car dealers and car maintenance industry in Oita Prefecture, individual car owners, Big Wave
Inc. and the Japan Truck Refined Parts Association. Ltd., the Kyushu Plant of Tokyo Steel Corporation, and local
scrap companies. In addition, the company has sold auto-parts to Russia, Egypt, Thailand, the Philippines, Trinidad
and Tobago, Malaysia, Sri Lanka, Nigeria, and other countries.

The main target markets of the business are automobile parts dealers and various materials manufacturers such as

41 Cameroon Ministry of Transport (2018) 'General report on the work of the technical committee in charge of
implementing the scrappage scheme for the renewal of the fleet of specialized transporters in Cameroon'
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electric furnace and aluminum melting manufacturers in developing countries. This is because the companies in
those countries, which depend on imports of auto parts and materials, have high needs for inexpensive recycled
parts and resources produced domestically from waste materials. The proposed company has been selling auto parts
recycled in Japan to overseas customers, but it will increase the added value by providing them through local

production.

The establishment and operation of environmentally friendly recycling plants will generate development impacts
such as the reduction of environmental issues caused by the abandonment of ELVs and the current dismantling

process, the effective use of resources, occupational safety, and the creation of new jobs.

3. Proposed ODA Projects and Expected Impacts

(1) Overview of SDGs Business Verification Survey with the Private Sector

After the completion of the feasibility study, the survey team propose the demonstration project carried out with
Yaoundé City Council as the counterpart organization, by utilizing JICA's scheme of “SDGs Business Verification
Survey with the Private Sector”. After conducting interviews and field surveys in Yaoundé City Council and Douala
City Council, where abandoned and violating vehicles are consolidated and managed in fourriéres, it was found that
a certain number of ELVs can be taken back or purchased and recycled. However, it is necessary to link up with
MINT's ELVs policy in order to continue the business. In 2010, MINT launched a reform of the transport
administration to eradicate poorly maintained and broken-down vehicles, though this has not been fully effective in
the country, where there are many old vehicles. Therefore, a campaign to promote the replacement of aged vehicles
called a “Prime a la casse” policy is being planned in Cameroon. MINT, which is leading the policy, is considering
the use of BWK's automobile recycling business for the implementation of the policy. When we obtained the Prime
a la casse plan from the director of MINT, it was confirmed that BWK is included in the plan as a role to recycle the

replaced vehicles generated by the policy.

Therefore, Yaoundé City, an administrative city that will be the main provider of ELVs during the demonstration
project, will be a counterpart organization, and the demonstration project will be implemented in cooperation with
MINT, the Ministry of Environment, Nature Protection and Sustainable Development (hereinafter referred to as
“MINEPDED”) and the Ministry of Industry, Mines and Technological Development (hereinafter referred to as
“MINMIDT”). The business with Douala City Council, which will be described later in Chapter 4, is based on the
assumption that the business will be launched first under the relevant laws and regulations that currently exist in
Cameroon, in response to the current situation in Douala, which is facing challenges in recycling ELVs. On the other
hand, in the demonstration project with Yaoundé City Council as the counterpart organization, the main contents of
the project are to verify the cooperative effects with the “Prime a la casse” policy and the compatibility with the
system in Cameroon, while demonstrating the system of automobile recycling. The demonstration project also aims
to encourage the reform of the existing system related to ELVs. The project implementation structure is shown in the

figure below.
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Figure : Implementation structure of SDGs Business Verification Survey with the Private Sector

The following points will be verified by dismantling 200 ELVs in a year at the automobile recycling plant in the

demonstration project.

(D The effect will be confirmed by comparing the amount of each material resource produced by the dismantling

process by local companies, with the amount of each material resource produced by the demonstration project.

@ The effect of the treatment of oil and gas will be confirmed by comparing the status of the Cameroon dismantling

companies and the demonstration plant. The status of the Cameroon dismantling company will be surveyed through

interviews. The demonstration plant will be checked under the guidance of MINEPDED.

@ Confirm the number of illegally dumped vehicles and untreated vehicles in fourriére at the beginning of the

project, and confirm how much the number has been reduced after the project.

@ Used parts produced in this project will be conductes test-marketing in the Cameroon market and the evaluation

of quality will be confirmed by interviewing dealers and users.

@  Specific details and methods of cooperation with the “Prime a la casse” policy will be confirmed with MINT.
Confirm the effects of the cooperation through interviews with vehicle owners and MINT personnel.

©® Exchange of opinions with the relevant Japanese ministries and agencies by the officials of MINT, MINEPDED,

MINMIDT, and Yaoundé City, and visit to sites of the automobile recycling business in Japan to study the

effectiveness of an automobile recycling system in Japan.

As a environmental consideration, it is necessary to prepare an Environmental Impact Assessment report (hereinafter
referred to as “EIA report”) before the implementation of the demonstration project, and to obtain an environmental

permit and to submit a waste traceability manifest during the demonstration project.

(2) Expected development impacts through SDGs Business Verification Survey
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BWXK plans to recycle 200 ELVs during the one-year demonstration. The total economic value of the resources and
used parts is expected to be 13.75 million yen, which will be generated by the test sales during the demonstration

project.

The number of local workers is planned to be about five. Some of the dismantling and sorting work will be done by
hand for the purpose of creating employment in Cameroon. Also, considering that it will take time for the local
workers to get accustomed to the work, it is plannned to process about 17 vehicles per month with the five local staffs.
By transferring the technology to Cameroon through this demonstration project, the proposing company aims to

create employment through the spread of the automobile recycling business.

In addition, by collaborating with MINT, MINEPDED, and MINMIDT in the demonstration project, BWK will
demonstrate the local compatibility with the current policies and legal systems for automobile recycling, and will
identify issues in those systems. With MINT, the proposing company plans to establish a value chain, in which ELVs
collected by Prime a la casse are recycled. When this policy works as an incentive for vehicle owners to hand over
their ELVs, it will be a great advantage for the implementation of the recycling business. With MIDMINT, BWK
plans to verify the local compatibility of the automotive recycling business with Japanese laws and regulations in
light of the laws related to the waste disposal and automobile. They will also identify wastes generated by dismantling
ELVs and consider appropriate disposal (since Cameroon does not have a specific automobile recycling law, consider
disposal methods that are not stipulated). With MIDMINT, BWK plans to verify the local compatibility of the
automobile recycling business and relevant Japanese laws and regulations with local laws for the establishment and
operation of plants under the Ministry's jurisdiction, They also plan to ascertain the amount and quality of material

resources recovered by Japanese recycling technology to help boost the spread of the auto recycling industry.

4. Intended Business Development

(1) Outline of Business Development Plan

A business model of the automobile recycling is to collect ELVs from the owners, local governments,
and organizations in Cameroon, dismantle and crush them, and sell the resulting resources such as
used parts and metals to domestic and foreign companies. The number of vehicles registered in
Cameroon has been increasing in recent years, and the number of ELVs is expected to increase in the
future, as the majority of used vehicles in Cameroon are more than 10 years old. Furthermore, the
government is expected to review vehicle inspection standards in the future, and demand for ELVs
and vehicle recycling is expected to increase. In addition, there is demand for used parts and metal
resources not only in terms of quantity, but also in terms of quality, and it is assumed that there will
be needs that this business will target. The business competitors are considered to be the local ELV
dismantling companies. Although BWK has advantages in terms of technical capabilities,
environment and labor safety, those local companies that do not consider the environment are
considered to operate at low cost, and it is necessary to create a system that considers the

environmental impact.
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(2) Market Analysis

The direct customers are resource businesses and used parts dealers. From the viewpoint of the

market (demand) of this recycling business, it is also important to confirm the market scale of the
domestic automobile-related market, which is the source of this business. Although the exact number
of ELVs has not been fully ascertained, from the results of the field survey, it is considered that there
are a considerable number of ELVs originating from overseas, such as used cars imported from
overseas to obtain parts, in addition to those generated in Cameroon.

@ Automotive Market

The automobile recycling industry has not been

established in Cameroon and there is currently no

formal market for it. Therefore, there is currently no

official information on the annual number of

scrapped vehicles. However, As shown in the Figure

on the right, the number of vehicles registered in

2015 was 347,000, an increase of more than 100,000

over the past 10 years compared to 214,000 in 200542 Figure : Number of vehicles registered in
It should also be noted that according to the United Cameroon (in thousands)

Nations Road Safety Performance Review in Source: CEIC, Cameroon Motor Vehicle Registered
Cameroon (2018), the number of vehicles owned by the country rose from 210,000 in 2000 to about
313,000 in 2005, 400,000 in 2010 and an estimated 675,000 in 2014. Although we do not have the
exact figures at present, it can be said that the number of automobiles is on the rise, given that the

population growth rate is 2.6% (2020).43

@ Automotive Recycled Parts Market

As the number of used car owners is expected to increase in the future, and the demand for used parts
for maintenance is also expected to increase. In addition, the government is requiring vehicle owners
to comply with vehicle maintenance standards as part of its traffic safety policy. It is therefore
expected that the demand for used vehicle repair and maintenance will increase, and the demand for
parts will also grow. Moreover, according to the results of interviews with local used parts suppliers,
many used-parts, including imported ones, currently have issues with durability and quality, and

there is a great need for automobile recycling to produce high-quality parts in Cameroon.

3 Metal resources market

Although the size of the market for metal resources in Cameroon is not confirmed, there was a

42 CEIC, Cameroon Motor Vehicle Registered,https://www.ceicdata.com/en/indicator/cameroon/motor-vehicle-
registered (referenced 28 July 2021)
43 World Bank WORLD DEVELOPMENT INDICATORS
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significant increase in the value of metal imports between 2010 and 2014 (shown in the Table below).
Table : Trends in Metal Imports in Cameroon (in millions of dollars)
2010. 2011. 2012. 2013. 2014
298.4 388.2 364.7 421.4 459.0

Source: Koei Research Institute, Inc. and EY New Japan Sustainability Corporation (2017), "Report on the Results of

Information Collection in the Field of Investment Promotion in the Republic of Cameroon"

(3) Expected issues, risks and counter-measures

The interviews with the local government confirmed that the following laws and regulations need to
be complied and and some permits need to be obtained. BWK will make preparations before starting
the business.
EIA report: must be submitted before the start of the project and will be prepared by a local
environmental consultant.
Environmental permits (hazardous waste handling, general waste handling, and electronics
handling permits)
License to sell auto parts
Permits and licenses for handling hazardous materials and collecting and transporting waste
materials
Adherence to standards for land management, noise management and disposal of oil etc.

Other applications and inspections that may be required when establishing a factory

According to the World Bank's 2020 report on the Ease of Doing Business, starting a business in
Cameroon would require a high cost of capital for business licenses and a lengthy process for business
registration. The high cost of starting a business is expected to be reduced by taking advantage of the
system of the Cameroon Investment Promotion Agency (API). Though tax and tariff incentives will
vary depending on the scale of investment and other requirements, tax exemptions and reductions in

taxes on equipment imports and corporate income tax will be applied.

(4) Expected development impacts through business development

The automobile recycling business will contribute to A. Environmental conservation, B. Effective use
of resources, C. Industrialization and D. Reduction of broken and accidental vehicles, as shown in the
table below.

Table : Expected development effects through the business

development detail
1impact
A. . One plant contributes to the collection and recycling of about 6,000 cars a year
Environmental . Appropriate treatment while considering safety and environmental impact, such as
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Conservation

recovery of freon gas by the recovery machine and collection of waste oil and liquid waste
(LLC) before dismantling
Consultations on systems for ELV abandonment, vehicle dismantling and shredding

disposal standards with reference to Japanese standards

B. Effective use

of resources

Distribution of high quality used parts

Recycling and effectively utilizing the resources of ELVs that are currently left unused
will resolve the shortage of iron resources in Cameroon and improve the domestic
procurement ratio. The amount of resources to be produced by the dismantling and
processing of 6,000 ELVs per year in the business is estimated to be as follows:

A press: 3,600 tons, Iron: 1,200 tons, Aluminum: 1,110 tons, Copper (harness): 60 tons
s Calculations based on the following assumptions: A press: 600 kg/unit, iron: 200
kg/unit, aluminum: 185 kg/unit, copper (harness): 10 kg/unit.

It is expected that the scarce resources required for manufacturing electric or hybrid

vehicles will be exported for foreign exchange earnings in Cameroon.

C.
Industrialization

(Formalization)

Contributing to the creation of around 40-50 jobs (per factory) in the formal sector over 5

years
Contributing to the transmission of high technology to local companies in terms of safety

and environmental friendliness

D. Reduction of
broken and
accidental

vehicles

Producing and distributing highly reliable used parts, thereby contributing to proper
automobile maintenance and the reduction in the number of broken-down vehicles.
Although not a direct contribution, contributing to the reduction of broken-down and
accidental vehicles, through the cooperation with MINT and the Japanese government in

promoting vehicle inspection systems and prime a la casse that promotes ELVs.

BWK also expects to contribute to other CEMAC countries with similar issues in the future, through

the dissemination of the automobile recycling system.
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