
i 
 

PAN AFRICAN INSTITUTE FOR DEVELOPMENT – WEST AFRICA 
P.O. BOX 133, BUEA, CAMEROON 

 
 
 
 
 
 
 
 
 
 

DEPARTMENT OF BUSINESS STUDIES 

 
 
 
 
 
 
 
 

A Thesis Submitted to the Department of Business Studies, in Partial 
Fulfilment of the Requirements for the Award of a Master of Science 

(M.Sc) degree in Accounting and Finance 
 

 
By 

 
KINGE Thompson MOLONGE 

PAIDWA000167 
ACCOUNTING AND FINANCE 

 
 
 
 
 
 
Supervisor 
Dr. VISEMIH WILLIAM MUFFEE                                 

 
BUEA, JUNE 2016 

 
 

GROWTH POTENTIALS AND CONSTRAINTS OF 
MICRO, SMALL AND MEDIUM SIZED ENTERPRISES 

IN THE SOUTH WEST REGION OF CAMEROON 
 
 

The author reserves total responsibility for meeting the requirements set by Copyright Laws for the 

inclusion of any materials that are not the author’s creation or in the public domain. 

 

 



ii 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Growth Potentials and Constraints of Micro, Small and Medium Sized 

Enterprises in the South West Region of Cameroon 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



i 
 

 



i 
 

DEDICATION 

This work is dedicated to my beautiful and lovely wife Mrs KINGE Grace Nalova and my 

sons, Bryan, Thompson and Emmanuel. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



ii 
 

 

 

 

 



iii 
 

 



iv 
 

ACKNOWLEDGEMENTS 

I would like to acknowledge the support and guidance of my supervisor Dr Visemih William 

Muffee who took off time to go through the manuscripts and provide me guidance on how to 

revise and improve the work. Secondly, I am also grateful to Pan African Institute for 

Development for creating this MSc in Accounting and Finance programme which has 

improved my knowledge and skills in accounting and finance. I am equally grateful to the 

other lecturers that have supported me throughout this project. I am also grateful to the Fako 

Divisional Delegate of Small and Medium Sized enterprises for providing useful primary and 

secondary data used in this study. Special thanks also go to Mr Ngale Cyrille of The National 

Social Employment Fund – Mundemba for providing useful data on social insurance 

opportunities for MSMEs in the SW Region. Finally, I will like to acknowledge the support 

of my family. Without the love and support from my family (wife and three sons), I would 

not have realised this project. May God bless and reward you all abundantly. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



v 
 

ABSTRACT 

This study has identified and analysed the different opportunities and constraints of doing 

business in the South West Region. The study is based on a mixed research study conducted 

in the South West region. Quantitative data was collected from micro, small and medium 

sized enterprises (MSMEs) in Buea, Limbe, Tiko and Kumba with the use of questionnaires 

while qualitative data was collected from government officials with the use of semi-

structured interviews. A total of 200 businesses where surveyed, 50 in each of the four towns 

cited above. After analysing the data collected, the researcher found that business owners in 

the region experience a number of constraints which include inadequate electrical power 

supply, access to finance, high taxes, technology and training. Furthermore, another problem 

identified was corruption. On the contrary, the study also identified key opportunities in the 

region such as fertile soil, good culture, cheap rents and a number of government 

programmes designed to promote businesses in the SW region. Based on the outcome of this 

study, the researcher recommends an improvement in electrical power supply, transport 

network, better access to capital financing and the elimination of corruption as the conditions 

necessary to promote the MSMEs in the South West Region.  

 

Key Words: Constraint, Opportunity, Growth, Micro, Small and Medium Sized Enterprise 

and South West Region 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background to the Study 

Micro, Small and Medium Sized Enterprises (MSMEs) play an important role in the 

development of every economy (World Bank, 2009). They create jobs and promote the 

welfare of the population and as such, this makes it necessary to create a suitable 

environment that creates the opportunities they need to sustain their growth (Farrell et al., 

2008). Like most traditional businesses, many MSMEs need the three basic economic factors 

of production in order to grow, and these include land, labour and capital (Kauffmann, 2005). 

The factors that enable or hinder the growth of MSMEs can no longer be limited to the 

traditional factors of production considering that the business environment is rapidly 

evolving. Before delving into the factors that hinder or support the growth of MSMEs, it is 

necessary to begin by defining MSMEs. The appellation MSMEs is relatively new and was 

only adopted after business literature recognised and began highlighting the importance of 

micro enterprises in the economy. Consequently, most of the literature on small business 

growth makes allusion to SMEs. The term MSME has a broad spectrum of definitions 

because different organisations and countries have set different guidelines which they use to 

categorise SMEs, and this is often based on headcount, sales or assets. A few definitions of 

SMEs will be examined beginning from the global, African and Cameroonian perspectives 

and their importance will be highlighted in the different contexts.  

 

The World Bank defines Medium Enterprises (MEs) as those enterprises with a maximum of 

300 employees, $15 million in annual revenue, and $15 million in assets (World Bank, 2013). 

The Inter-American Development Bank describes SMEs as businesses that have a maximum 

of 100 employees and less than $3 million in revenue (World Bank, 2013). While the 

European Union defines small and medium-sized enterprises (SMEs) as, ‘enterprises which 

employ fewer than 250 persons with an annual turnover of up to 50 million euros, and/or an 

annual balance sheet total not exceeding 43 million euros’ (European Commission, 2011). 

Micro enterprises are defined as those that employ less than ten workers and have a turnover 

of less than € 2 million European Commission (2011). This definition is more encompassing, 

and much larger, especially with regards to turnover than some others. The European 

Commission (2011) categorises micro, small and medium sized enterprises (MSMEs) as 

described in Table 1 below. 

1 
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 Table 1: European Classification of MSMEs 

Enterprise category No of Employees Turnover 

Medium Sized <250 ≤ € 50 million 

Small <50 ≤ € 10 million 

Micro <10 ≤ € 2 million 

Source: European Commission (2011) 

  

In Africa, Stork and Esselaar (2006) report several definitions of SMEs. In Ghana, SMEs 

refer to firms that have 6-99 workers and do not have more than 2.5 billion Ghana Cedi (¢) of 

fixed assets (this excludes land and buildings). In South Africa, SMEs are defined as distinct 

and separate business entities, including cooperative firms and non-governmental 

organisations that are managed by a single owner or more which includes its affiliates, if any. 

In Nigeria, the Small and Medium Sized Enterprise Development Authority (SMEDAN, 

2012) writes that small enterprises refer to SMEs that hire 10-49 employees and have N5m to 

less than N50m assets excluding land and building. Firms that hire 50-199 employees and 

have N50m to less than N500m assets excluding land and building is referred to as medium 

enterprises. Kauffmann (2005) writes that in Egypt, SMEs are broadly defined as business 

entities that have more than 5 and fewer than 50 employees. MSMEs contribute to the 

sustained economic growth and development in most Sub-Saharan countries (Kropp et al., 

2006), and they are critical agents of economic transformation as they account for more than 

50 percent of the GDP of many developing economies. They also constitute a major source of 

innovation and technological development, the supply of both human capital and raw 

materials to larger businesses (Fjose et al, 2010).  MSMEs play a main role as they constitute 

a major source of employment in most African countries as depicted in Table 2 below.  

 

Table 2: Enterprise classification by No Employees 

Category No of employees 

Micro 1-9 employees 

Small 10-50 employees 

Medium 20-250 employees 

Large >250 employees 

Source: Fjose et al (2010) 
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In Cameroon, the official definition of SMEs is derived from Law 2010/001 of April 13, 

2010, on the promotion of Small and Medium sized Enterprises (SMEs) (World Bank, 2013). 

The law states that Very Small (Micro) Enterprises refer to those that hire less than five 

people with an annual revenue of 15 million FCFA, while small firms refer to those that 

employ 6 - 20 employees with having an annual turnover of 15 - 100 million. Finally, 

medium-sized enterprises apply to those who hire from 21 - 100 people and have an annual 

turnover of 100 million to 1 billion. The National Statistics Institute (INS) states that MSMEs 

account for over 90 percent of Cameroon's economy, with a share of the Gross Domestic 

Product estimated at 34 percent (World Bank, 2013). Defining MSMEs by the number of 

employees wrongly suggests that the larger an enterprise is, the more employees it hires, and 

that to grow it must take on more employees (Ayyagari et al, 2005). This notion is not 

acceptable in the current business environment where most MSMEs are striving to become 

more efficient by making their operations leaner in order to be profitable (Levine, 2006). 

Similarly, defining micro MSMEs using turnover can be problematic because although 

turnover is a common financial measure of the size of a business, it is important to note that 

there are firms that have huge turnovers with little net assets. When using the turnover to 

categorise the size of firms, this can be misleading because businesses with high-profit 

margins and wider net assets can be wrongly categorised when the focus is placed on 

turnover and number of employees. However, there is no better way to categorise MSMEs. In 

the context of this study, Cameroon’s definition of MSMEs will be used given that the survey 

is conducted in Cameroon.   

 

Globally, the key constraint faced by MSMEs includes competition from big businesses. 

Edmiston (2007) writes that small businesses encounter different types of problems that arise 

because of their size. Bankruptcy is one of the common problems faced by small businesses, 

and this happens because many small businesses suffer from under capitalisation. 

Longenecker (2008) agrees with this assertion although he lays emphasis on the fact that 

most of the problems encountered by small businesses are caused by poor planning and not 

the economic conditions. Richbell et al (2006) note that the theory of capitalisation requires 

entrepreneurs to have access to capital that is equal or more than the projected revenue 

expected for the first year of business. Small business owners who are unable implement 

these principles are more likely to suffer from bankruptcy. Richbell et al (2006) also argue 

that another problem faced by small businesses include the fact that large businesses have an 

edge over them as soon as they are set up in the same place. This makes it difficult for small 
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businesses within that vicinity to survive competition from larger ones. On the contrary, 

Alegre and Chiva (2009) argue that MSMEs are easier to start off because they require 

relatively less paper and managing them is easier given that there is less bureaucracy in their 

management.  

 

In Africa, MSMEs face some challenges which hinder their growth. The World Bank (2013) 

argues that inadequate power supply, to financing, infrastructure; markets and democratic 

regimes are among the main constraints faced by MSMEs in Africa. These factors contribute 

to their underperformance and slow down their growth. However, Bouri et al. (2011) have 

observed that most African countries have been on the rise because they succeeded in 

reducing their foreign debts and interests, controlling inflation and recording a growth in 

population and the creation of new MSMEs across the continent. A functioning financial 

system is therefore of vital importance both to the growth of the business sector and overall 

economic growth and poverty reduction (Hardley&Mavondo, 2000). Fjose (2010) argues that 

MSMEs have high potentials and contribute to economic growth as they create jobs and help 

in improving the GDP. The author adds that the advent of new information and 

communication technologies has created a major opportunity for small businesses in Africa 

by widening their access to global markets via the internet. Africa’s position as a provider of 

raw materials has also created a lot of potential for MSMEs as many of them now indulge in 

supplying primary resources to emerging and growing global economic powers like China 

(Bouri et al, 2011). 

 

In Cameroon, the opportunities for MSMEs have also been widening as the government has 

improved its commitment to supporting their growth. The government has created the SME 

Bank or BC - SMEs following the promise of the President of the Republic made to the 

population in January 2011, at the 2011 agro-pastoral show in Ebolowa (Ngassa, 2015). BC - 

SMEs was incorporated in June 2011 with a capital of 10 billion CFA francs (ten billion CFA 

francs) and its headquarters in Yaoundé (Ngassa, 2013). In addition to that, the government is 

also improving the laws to create a favourable environment for MSMEs in Cameroon. On the 

contrary, small businesses in Cameroon are also facing some constraints which include 

corruption (Transparency International, 1999), inadequate electrical power (Sumelong, 2013) 

and the poorly maintained road transport network (Enumedi, 2013). It is on this basis that the 

researcher has been motivated to conduct this study.  
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1.2 Statement of Problem   

The South West Region has abundant economic resources such as land, labour and capital 

which can drive the growth and performance of Micro, Small and medium sized enterprises. 

There are still vast parcels of land available for the construction of accommodation, factories 

and the development of agribusinesses. In some parts of the region, such as 

KupeMuanenguba, Manyu and Meme, the price of land is still relatively low and in high 

supply. This makes them potentially attractive destinations for investors (Ndi, 2011). 

Secondly, the South West Region has a vibrant youth population with universities and higher 

learning education institutions in Buea that train and graduate thousands of students into the 

labour market thereby ensuring a steady supply of skilled labour. In addition to that, the 

region also has significant unskilled labour provided by the indigenous population and 

workers who have been attracted into the SW from the North West and Western Regions 

(Ndongfung, 2008). Finally, the South West Region now has branches of numerous national 

and international banks such as the United Bank for Africa (UBA), SociétéGénérale 

Cameroun (SGC), Oceanic Bank, BanqueInternationale du Cameroun pour l'Epargne et le 

Crédit (BICEC), ECOBANK, Afriland First Bank, just to name these few, and uncountable 

microfinance institutions which make it possible for investors to have access to capital. The 

South West Region is also strategically located and offers a lot of potentials which MSMEs 

can exploit (Sumelong, 2013). For example, significant portions of the region are endowed 

with the fertile volcanic alluvial soil which constitutes a substantial potential for 

agribusinesses. In addition to that, the South West Region has three ports along the shores of 

the Atlantic, which include the Tiko, Bota and Idenau wharfs. This makes it possible to 

transport agricultural and other products quickly in and out of the region.  

 

Although the region has some potentials, MSMEs also have some constraints which affect 

their growth. The uncontrolled level of corruption in Cameroon makes it difficult for small 

businesses to grow. Transparency International's (1998) corruption perception index ranked 

Cameroon the most corrupt nation in the world. This demonstrates the level of corruption in 

the country. Corruption hinders the growth of businesses because when tax and police 

officials are corrupt, they exploit business owners, and this slows down business transactions 

(Bouri et al, 2011). Access to capital financing is one of the problems still faced by 

businesses in many parts of the developed world and Africa (Fjose et al, 2010). Even though 

there are many banks and financial institutions that may provide credit to MSMEs, it is 

important to note that some small business owners are unable to present collateral security 
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which makes it difficult for them to benefit from loans. In addition to that, most banks and 

microfinance institutions are concentrated in urban areas of the SW region. Consequently, 

business owners who operate in most villages are unable to gain access to finance. Similarly, 

regular electrical power failure affects MSMEs that depend on electricity to run their 

operations. All these opportunities and constraints have made it worthwhile to conduct a 

study of this nature.  

 

In other locations of the region such as Bangem, where plantains do well, the inadequate road 

transport network makes it difficult to transport harvest from the farm to the market 

(Sumelong, 2013). Heaps of plantain harvests are left to rot in the sun during the rainy season 

because there is no way to transport them to nearby markets in Kumba, Buea, Limbe and 

Douala where the demand for plantains is high (Sumelong, 2013). Consequently, this makes 

it difficult for micro businesses such as local agricultural cooperatives in the region to excel. 

The inadequacy of electricity supply also affects many MSMEs that depend on electricity for 

their daily operations. Businesses such as bakeries, grinding mills and frozen seafood 

enterprises have to deal with regular power cuts that make it difficult for them to meet their 

goals.  All these factors have negative effects on MSMEs in the south-west region. This 

makes it necesarry to conduct a study of this nature to identify the constraints and the 

opportunities that exist for businesses in this region and explore how small businesses can 

make the best out of the opportunities and find ways to mitigate the adverse effects. 

 

1.3 Objectives of the Study  

Identifying the opportunities and constraints faced by MSMEs in the South West Region with 

the aim of recommending policies which can be used to promote business growth in the 

region, is the major goal of this study. The specific objectives of this study can be stated as 

follows: 

i. To examine the factors that hinder the growth of micro, small and medium sized enterprises 

in the South West Region of Cameroon.  

ii. To explore the key advantages the South West Region offers for the growth of businesses. 

iii. To propose recommendations on what needs to be done to improve the business 

environment in the South West Region. 
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1.4 Research Questions 

The central research question for this study can be stated as follows: “What are the 

constraints and advantages of micro, small and medium sized enterprises in the South West 

Region?” This central research question can be adequately tackled by exploring the answers 

to the following sub research questions. 

i. What are the factors that hinder the growth of micro, small and medium sized enterprises in 

the South West Region? 

ii. What are the key advantages which the South West Region offers for the growth of 

businesses? 

iii. What can be done to improve the conditions and performances of businesses in the South 

West Region? 

 

1.5 Hypothesis of the Study 

This study sets out to statistically test the following null hypotheses: 

i. Hypothesis 1: Micro businesses are more affected by the key challenges that affect 

businesses than other categories of businesses.  

ii. Hypothesis 2: Farmers (agribusiness) exploit fertile soils as a key advantage for their 

business more than any other type of businesses in the South West Region 

iii. Hypothesis 3: There will be a significant difference between the recommendations to 

improve the performance of MSMEs by owners of different category of 

businesses.   

 

1.6 Significance of the Study  

This study is important because MSMEs contribute to economic growth and development. 

The GDP contribution per SME is the difference between the return on capital and the cost of 

capital (Enumedi, 2013).  There are high Returns on capital, with outcomes ranging up to 20-

30% a month (for the most capital-strained firms), which is considerably greater than typical 

profit rates (World Bank, 2010). The GDP contribution can be illustrated on a micro-level by 

looking at the additional economic activity generated by a hypothetical loan which creates 

secondary and tertiary jobs. Consequently, this study is important because it will investigate 

the potentials and constraints of MSMEs in the SW region and as such provide useful data 

which policy makers can use to ensure that the potentials are fully exploited while mitigating 
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the limitations. Considering that few studies of this nature have been conducted in the region, 

this one will address the gap that exists in the business literature on SMEs in the SW Region. 

 

Economically, increased SME growth has a direct effect on GDP growth due to increased 

output and profits (World Bank, 2010). Socially, this study is important because it contributes 

to the general improvement and the welfare of people in the SW region. Economic growth 

leads to an improvement of the well-being of the population. This helps to breach the gap 

between the rich and the poor given that a growth in business opportunities makes it possible 

for people to earn a living. This reduces crime and contributes to the creation of a socially 

stable environment which is needed for small businesses to perform well. Politically, this 

study is important because it will contribute to an understanding of the benefits of the growth 

of SME such as a politically stable environment at a time when there is a rise in terrorist acts 

in Northern Cameroon. When there is poverty, it is easier for terrorist organisations like Boko 

Haram to recruit fighters. This clearly demonstrates that this study is relevant as it is set in an 

era when the government is seeking to meet its objectives of becoming an emerging economy 

by 2035. 

 

1.7 Organisation of the Study  

This thesis is presented in five different chapters which include; the introduction, literature 

review, methodology, results and interpretations and the conclusion. Chapter one is the 

introductory chapter in this study. It provides a general introduction to the study, outlines the 

goals and objectives of the study, the central research questions, the hypothesis and 

significance of this study. This chapter sets the stage for readers to understand what this study 

sets out to achieve, thereby making it possible to assess whether the study has met its 

objectives in the later chapters. Chapter two is the literature review for this study. It provides 

a general background to this study by examining similar studies that have been conducted in 

the past to analyse factors that influence the growth and performance of MSMEs. This 

chapter sets the theoretical framework used in the study and examines factors that influence 

the growth and performance of MSMEs in Africa such as inadequate access to finances, 

technology, electrical power, a good transport network and corruption. These factors have 

been examined in different parts of Africa. This chapter also explores the various factors that 

can help to improve the performance of MSMEs. Chapter three covers the methodology of 

this study and explains how data is collected and analysed in the study. This research makes 

use of both qualitative and quantitative methods which are explained in detail in the third 
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chapter. It identifies the key variables used in the study and outlines the empirical framework 

and model used in this study. Chapter four reports the findings of this study and discusses the 

implications to different stakeholders in the SW region. Chapter five provides a general 

summary, draw conclusions and make recommendations on what can be done to improve the 

performance of MSMEs. 

 

1.8 Definition of Concepts 

The concepts used in this study are defined below. The official definition of MSMEs in 

Cameroon is derived from Law 2010/001 of April 13, 2010, on the promotion of Small and 

Medium-sized Enterprises (SMEs) (World Bank, 2013).  

 

Micro Enterprise  

It refers to a very small business or a company that employs more than five persons and 

whose annual turnover excluding VAT does not exceed fifteen (15) million CFA francs. 

 

Small Business  

The small business is a small company that employs between six (06) and twenty (20) 

persons and whose annual turnover (excluding VAT) exceeds fifteen (15) million CFA 

francs, but does not exceed one hundred (100) million CFA francs. 

 

Medium Sized Enterprise  

The Medium Enterprise is a company employing between twenty-one (21) and one hundred 

(100) persons and whose annual turnover excluding VAT exceeds one hundred (100) million 

CFA francs and does not exceed one (01) billion CFA francs. 

 

Opportunity  

The term opportunity refers to a time or set of circumstances that makes it possible to do 

something. In the context of this thesis, it refers to conditions that can enable MSMEs to 

grow in the South West Region. 

 

Constraint  

A constraint is rather that which plays the part of a physical, social or financial limitation. It 

is gotten form of the intransitive verb form constrained. In the context of this study, the term 

is used to describe any factors that hinder the growth of MSMEs in the South West Region. 



10 
 

Growth  

The term growth is to a positive change in size, and maturation, often over a period. Growth 

can occur as a stage of evolution or a process toward fullness or fulfilment. In the context of 

this study, growth refers to the increase in returns and turnover of MSMEs in the South West 

Region. 

 

Potential  

The word potential generally refers to a currently unrealised ability. The term is used in a 

wide diversity of arenas, from physics to the social sciences to indicate things that are in a 

state where they can change in ways going from the simple release of energy by entities to 

the realisation of abilities in people. In this study, potential refers to unidentified factors that 

can enable MSMEs to grow in the South West Region. 
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CHAPTER TWO 

LITERATURE REVIEW AND THEORETICAL FRAMEWORK 

 

2.1 Literature Review   

This chapter conducts a literature review and presents the theoretical framework within which 

this research is conducted. In order to achieve this, it starts by introducing a conceptual 

framework to identify the factors that can inhibit growth as well as the opportunities which 

small and medium size enterprises can exploit so as to optimise their growth. The chapter 

also establishes an empirical and theoretical framework before identifying gaps in the current 

literature on growth constraints and opportunities of MSMEs.  

 

a.) Conceptual Framework  

The term growth denotes to a positive change in size, and/or maturation, often over a period 

(Panigyrakis et al., 2007). Growth is an important concept in MSMEs given that the goal of 

businesses is to maximise profit. This makes it difficult to analyse a business without making 

reference to profits or growth because profit can only be maximised if the business grows. In 

the context of a business entity, such as an MSME, growth refers to the process of improving 

some measure of an enterprise such as earnings, revenue or capital (Long, 2013). Business 

growth can be attained either by enhancing the top line or revenue of the business with bigger 

product sales or service income, or by increasing the bottom line or profitability of the 

operation by minimising costs (Tang & Tang, 2012). The flow diagram below explains the 

theoretical framework of growth in the context of MSMEs in Africa. It has been developed 

from the World Bank’s (2009) paper on MSMEs and the factors that enable their growth.  To 

fully exploit the growth potentials of MSMEs, the growth constraints identified in the second 

row of the diagram (inadequate financing, power, high taxes and corruption) need to be 

subtracted from the growth opportunities which include access to capital, markets, electrical 

power, technology and political stability. If these conditions are met, MSMEs in Africa will 

fully exploit their growth potential. On this premise, growth can be defined by the way in 

which MSMEs are exposed to the factors identified in figure 1 below. Exposure to factors 

such as capital, markets, management, power supply, sound laws and political stability will 

result in growth; while exposure to corruption, inadequate capital, technology, markets and 

high taxes may impede growth.  
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Figure 1: MSME Growth Conceptual Framework in Africa  

 

 

 

 

 

 

 

 

 

 

Source: Developed from World Bank (2009) 

b.) Empirical Framework  

Many studies have been conducted to analyse the growth and performance of MSMEs around 

the world. In Indonesia, Swierczek and Ha (2003) examined the link between access to 

markets and growth in MSMEs and observed that most MSMEs operate through the 

traditional lines in marketing. The study also found that access to market was amongst the 

major constraints faced by MSMEs in Indonesia. On this premise, market development is an 

important aspect to consider when putting in place measures to promote the growth of 

MSMEs. Smallbone et al. (1995) also conducted a similar study in the UK and observed that 

most rapidly growing SMEs had access to  some new market opportunities or were capable of 

sustaining their existing markets. New market opportunities in the context of the study refers 

to finding new products or services which they could offer to their existing customers and 

also gaining new customers for their existing products or services. In a slightly different term, 

market stability was found to be a significant determinant of business growth and success 

among SMEs (Kristiansen et al., 2003). Furthermore, market orientation also plays a major 

role in sustaining growth (Verhees & Meulenberg, 2004).        

 

The ability to rapidly adapt to technological changes is a major factor that affects the growth 

and performance of SMEs around the world. Technology is used in different ways some of 

which include sourcing for new markets or maintaining relations with customers. Swierczek 
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and Ha’s (2003) study revealed that lack of equipment and outdated technology hindered the 

growth of MSMEs. Gundry et al (2003) also conducted another study in the US and observed 

that technological change and innovations had a correlation with market growth among SMEs 

in the United States. In a similar study carried out in Ireland, Gibbons and O'Connor (2003) 

observed that automation, technological use and process innovation had a close link to return 

on investment (ROI) and growth.    

 

Access to information is essential for the growth of MSMEs. Availability of business 

information is critical given that it can be used to build a new enterprise or improve an 

existing one. Singh and Krishna (1994) conducted a study to analyse entrepreneurship in 

India and observed that eagerness in information seeking was an essential entrepreneurial 

characteristic. Information seeking in this context refers to the frequency of contact that an 

individual makes with various sources of information. The study suggested that well-

informed entrepreneurs were more likely to witness the growth of the MSMEs. Swierczek 

and Ha (2003) also suggest that without the right information, it  is hard for entrepreneurs to 

exploit available growth potentials fully. Kristiansen (2003) argues that availability of new 

data is found to be rely on individual features such as the level of education, infrastructure 

abilities and telecommunication systems, and on social capital such as networks.  

 

Few studies have been conducted to examine the direct relationship between legal aspect 

readiness and business success. The legal issue in some developing countries probably 

hinders the growth of SMEs. In many cases, dealing with legal matters has forced the SMEs 

to allocate a significant amount of financial resources due to bribery practices. The legal issue 

is often also used in selection operating decision in order to ensure future business success 

(Tim Mazzarol&Choo, 2003). The unsuitable legislation is identified as one of the obstacles 

faced by Slovenian SMEs (Duh, 2003). This highlights the role of legislation in creating an 

enabling business environment. Investors need to be sure that the laws protect their 

businesses and also create an opportunity for them to grow and maximise profits considering 

that this is the underlying motive of every business venture.    

 

Access to capital is visibly one of the usual obstacles to begin new businesses, in developing 

countries with weak credit and venture capital institutions. Numerous empirical studies have 

settled that the lack of access to capital and credit patterns and the restraints of financial 

systems are regarded by potential entrepreneurs as main limitations to business innovation 
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and success in developing economies (Steel, 1994). Possible sources of capital may be 

personal savings, extended family networks, community saving and credit systems, or 

financial institutions and banks. Njemo (2014) analysed policy and performance in SMEs in 

the Littoral Region of Cameroon and found that access to capital was a key factor that 

affected performance. SMEs with higher capital were found to be more likely to perform 

better that those that were undercapitalised. Gbetnkom (2012) analysed corruption in small 

and medium sized enterprises and found that tax inspectors, police officers, hygiene and 

sanitation personnel and staff from ministries and other public bodies including customs and 

electricity officers put pressure on business people to make informal payments to them. 

 

Robinson (1993) found that informal sources of credit, though with high-interest rates, 

constitute very considerable assistances to business start-ups in developing economies, where 

the capital to labour ratio is typically low and small amounts of capital may be adequate for a 

business start-up. In the advanced economies with efficient financial organization, access to 

capital may similar restrictions to individuals’ perception of entrepreneurial options because 

of the high entry barrier ensuing from a high capital to labour ratios in most industries. As 

aforementioned, lack of capital is one of the problems faced by Indonesian SMEs (Duh, 

2003). In another study, Vietnamese SMEs revealed that an internal limitation that hinders 

growth is inadequate access to capital (Swierczek& Ha, 2003). Hence, capital flexibility as 

mentioned above is of factors that determine the success of SMEs (Kristiansen et al., 2003). 

In Ghana, Frimpong and Agyieman (2014) found that a key growth constraint faced by SMEs 

includes the fact many of do not have access to capital and credit facilities. Similarly, Oroni 

(2015) argues that although there are many banks and financial institutions in Kenya, many 

MSMEs do not have access to financing because they are unable to meet the terms of 

borrowing.  

 

Many governments in the world (Patrianila, 2003) have been paying a more attention to SME 

development in order to strengthen the national economy. The Indonesian government, 

through Ministry of Cooperative and Small- and Medium-sized Enterprises have launched 

various programs (e.g. giving financial assistance) devotedto SME development 

(Kementerian KUKM, 2003). The programs were proven to be significant in Indonesian 

SMEs development (Kementerian KUKM & BPS, 2004). In short, government support is a 

necessary condition to foster SMEs development. Government regulations are identified by 

Reynolds (2011) to be one of the top problems faced UK SMEs. In addition to the lack of 



15 
 

financial support as abovementioned, lack of institutional support was also a interference to 

SME development (Swierczek& Ha, 2003).  In line with this, Smallbone et al (1995) pointed 

out that one characteristic that distinguished the well-performing enterprises from others was 

their commitment to change. Therefore, we believed that well-planned business activities as 

manifested in a business plan would yield a better business performance. 

 

c.) Growth Constraints of MSME  

Although small businesses play a vital role in economic development by creating jobs and 

providing goods and services to the local population, a number of studies (Alegre & Chiva, 

2009; Al-swidi & Al-hosam, 2012; Awang et al, 2010; Baker &Sinkula, 2009) have 

identified the elements that hinder the growth of MSMEs in developing countries. These 

include lack of market opportunity, access to finance, enabling environment, market 

information, and managerial skills. These constraints are discussed below. 

 

i. Access to Markets 

Inadequate access to market opportunity is one of the factors that limit the growth of 

MSMEs. The purchasing power of consumers in many developing countries is weak because 

of their relatively lower level of income. Agarwal (2003) writes that the relatively smaller 

markets make it difficult for small businesses to grow considering that growth typically 

requires more production and sales. Furthermore, the disintegration of African markets both 

physically and culturally makes it difficult for local businesses in Africa to tap into nearby 

markets within the continent. For example, selling in Uganda requires local businesses to 

master up to 40 local languages and this makes it challenging for sales people meanwhile in 

the developed countries, the universality of culture and language facilitates the selling 

process (Fatoki, 2012). The level of development also affects the growth of small businesses 

because some of them find it difficult to transport goods from one area to the market (Rauch 

et al, 2009). Access to market is also hindered by the use of low-level technology which 

makes it difficult for MSMEs to compete effectively with large enterprises that have access to 

wider markets (Moorthy et al., 2012). 

ii. Inadequate Financing 

Some studies (Coulthard, 2007; Fatoki, 2012) have identified finance as a key restriction to 

the growth of small enterprises. This is also made worse by the lack of effective financial 
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markets in many developing countries. Small enterprise owners lack access to the finance 

required to expand their business because most of them are faced with obstacles such as lack 

of collateral security required by banks. This prevents them from accessing finance to enable 

them to grow. Long (2013) writes that finance is a constraining factor and further identifies 

interest rates, collateral security, additional bank charges, inability to evaluate financial 

proposals as obstacles that prevent the growth of small enterprises. It is difficult to start or 

grow a small business without access to finance considering that growth requires the 

acquisition of new land, labour and other resources. Fjose et al (2010) also agrees with this 

assertion and writes that locally, financing is hinders growth because some businesses do not 

have access to credit facilities which limits their ability to exploit growth opportunities. 

 

iii. Low Levels of Technology 

Considering their small nature, MSMEs tend to use cheap technology which is also less 

productive (Li et al 2009). This leads to high costs of production and a decline in efficiency. 

For instance, some small enterprises in developing countries cannot afford to use computers 

or even where they have a computer, they lack the means to upgrade their equipment. This 

makes it difficult for them to compete with large enterprises. On the other hand, this is not the 

case in the developed world considering the availability of market opportunity and it is easier 

to secure new technology. Furthermore, most of the technology used originates from the 

developed countries and they are relatively cheaper there. In order to improve, MSMEs need 

to gain access to the right technology which can help in facilitating their operations. 

Unfortunately, many small businesses in Cameroon and Africa do not have access to such 

technology. This has an adverse effect on performance and is one of the fundamental 

problems faced by small businesses around the continent. 

 

iv. Enabling Business Environment 

Although many countries acknowledge the role played by small enterprises in sustaining 

economic growth and development, some African countries need to do even more to facilitate 

their growth. This is because small businesses are left to compete for finance, personnel, 

markets, and utilities with larger businesses and as such this stifles growth (Frank et al 2010). 

In some developing countries like India, there has been an improvement in measures put in 

place to promote small enterprises (Spanjol et al., 2011). In Uganda, the Government has 

expressed its commitment to promote the growth of MSMEs around the country (Mu & 
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Benedetto, 2011). However, the Uganda Investment Authority (UIA) which was set up to 

promote investments in Uganda has been criticised for not supporting small entrepreneurs. 

The UIA was designed to provide support to businesses with more than 50,000 US dollars in 

capital. The development banks in Uganda do not have attractive packages for micro 

enterprises. Instead, it is non-governmental organisations and specialised financial 

establishments which provide assistance to small enterprises (Hortinha et al., 2011). The 

system has made it easier for large businesses to acquire land for industrial development and 

than a small operator. Large enterprises find it easier to access services than small enterprises. 

The business environment does not create an appealing   environment to promote small 

operators. 

 

v. Managerial Skills 

Some studies have identified managerial skills among the main constraints faced by small 

business (Hoq, 2009). In the early phase of a business, a micro enterprise owner can run a 

business but as it grows and ages, it becomes more complex to manage and managers need 

new skills to effectively manage the business. These include operational necessities such as 

book keeping and the management of tax payments. Some owners find it difficult to manage 

these and in the long run, they need to employ people to take on these tasks. Employing 

people with the right skills is also challenging. Baker and Sinkula (2009) have argued that 

entrepreneurial skills are more demanding than general managerial skills. Entrepreneurship is 

more complex than management, and not all entrepreneurs are good managers. As a business 

grows, it is important for the manager to acquire the right skills and experience which are 

needed to make the right decisions in a timely manner. In business, wrong decision making 

could have huge financial repercussions and even failure. 

 

vi. Access to Electricity 

Inadequate electrical power supply in many African countries is a major growth constraint to 

MSMEs (Hakala & Kohtamäki, 2011). Electrical power shortage is stifling many African 

economies (Hakala & Kohtamaki, 2010). Without electrical power, many businesses are 

unable to manage their production operations and this is even worse among businesses that 

rely on electrical power in their daily operations. The rising costs of oil and coal also make it 

difficult to maintain stable electrical power prices. Some African countries like Ghana and 

Senegal also depend on imported oil and natural gas to power their electrical power plants 

and these have a negative impact on economic growth in general and the growth of small 
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businesses in particular (Farrell et al, 2008). In Senegal, the government uses imported oil to 

fuel all but sixty-six megawatts of its national six hundred and twenty- three megawatt-

capacity grid. When oil prices grew to $100 a barrel, the government found it hard to meet up 

with electrical power subsidies and as a result, MSMEs had to pay high electrical power bills 

which affected their cost of operations (Gao et al, 2007). The Senegalese government spent 

more than $300 million to subsidise electrical power prices between 2004-2007 

(Nikoomaram & Ma’atoofi, 2011). Such spending affected the government and this made it 

difficult to provide support to MSMEs in the country (Nikoomaram & Ma’atoofi, 2011).   

 

vii. Political Instability 

Instability in some African countries also slows down the growth of SMEs given that in 

periods of instability, there is enormous loss of people and property (Noble et al 2002). In 

some parts of the continent, the Boko Haram terrorist network has been sabotaging markets 

in Northern Nigeria and Cameroon through bomb blasts that destroy businesses and kill 

people, thereby creating an atmosphere of fear. Political instability has been endemic in Sub-

Saharan Africa in the post independence period and this has made it difficult for small 

businesses in countries such as DR Congo, Angola, Central African Republic and Chad to 

exploit their full potentials (Mahmoud &Yusif, 2012). Since the early 1960s, more than 50 

coups have taken place in the African continent and these have destabilised economic 

activities across the continent (Narver & Slater, 1993). This rise in political instability has 

significantly affected economic development in many African countries. Narver and Slater 

(1993) conducted a study to assess the link between elite political instability and economic 

development across Sub-Saharan Africa and found that lack of political stability contributes 

to economic stagnation in Africa. Peace, stability and security are among the conditions 

required to have a stable business environment. Without security, it is difficult to attract 

investors because their lives or properties can be destroyed if conflict erupts. Instability deters 

foreign investors who could potentially work in lucrative partnerships with MSMEs across 

the continent. 

 

viii. Corruption and Tax Policies 

Bribery and corruption coupled with inadequate taxation policies have a negative impact on 

the performance of small businesses across Africa. Growing levels of corruption also make it 

difficult for many African countries to create the right environment in which small businesses 

can thrive considering that money earmarked for supporting small businesses initiatives or 
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developing infrastructure on which they rely is misappropriated (Madhoushi et al, 2011). 

Unscrupulous tax officials are also known to harass some small businesses and this has a 

negative impact on growth. Transparency International’s (2010) 2010 Corruption Perceptions 

Index (CPI) report defines corruption as abuse of power for individual gain (Idar & 

Mahmood, 2011). The report scores countries based on assessments of the prevalence of 

corruption and bribery among civil servants, payments in public procurement, embezzlement 

of public funds and questions over the effectiveness of public anti-corruption efforts. The 

report said most African countries are corrupt and such high levels of corruption hamper 

business growth and development among MSMEs. The Berlin-based group’s 2010 mentioned 

six African countries in its list of the ten most corrupt countries among the 173 surveyed. 

These countries include Sudan, Chad, Burundi, Angola, Equatorial Guinea, and Somalia, 

which is heading the list as the most corrupt nation of all the countries surveyed. Whilst these 

six countries are listed as the worst in the continent, many other African countries did not fare 

any better in the ranking. Cameroon was ranked the 27th most corrupt country in the ratings. 

Forty-four of the 47 African nations earned a score of less than 5 on a scale of 10, 

representing serious levels of corruption. The severity of Africa’s corruption problem is 

illustrated by the fact that the least corrupt African nation, Botswana achieved a score of just 

5.8 on 10. 

 

d.) Growth Opportunities of MSMEs in the SW Region 

The South-West region is Cameroon in miniature and has a complete package of Cameroon’s 

ethnic and cultural diversity which makes it an attractive tourist destination at the national 

and international levels (Hudgens and Trillo, 1999). The region hosts academic institutions 

and colleges of colonial heritage and as such trains high-quality manpower to meet the needs 

of MSMEs in the region. The climate of the SW region is also attractive to varied agricultural 

commodities and as such hosts huge plantations such CDC palm plantations, Cameroon Tea 

Estate and vast cocoa and coffee plantations. The human capital, fertile soil, abundant land 

resources make this region attractive to both large-scale and small-scale agribusinesses 

(Mbaku, 2005). The region is also rich in fishery, forestry and wildlife resources thereby 

making it an ecological paradise. It is accessible with only an hours’ drive from the Douala 

Sea and the airports thereby making it an ideal location for export-oriented businesses 

especially in the manufacturing sector. The near-temperate climate around the foot of Mount 

Cameroon and the warm tropical climate along the coastline make the region attractive for 

businesses in need of different climatic conditions to operate. 
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The fertile volcanic soils in Fako and the rich clayey soils in the Manyu division, make the 

region ideal for growing crops with different soil and climatic needs (West, 2004). 

Furthermore, the abundance of rocky materials from the active volcano of Mount Cameroon 

creates a high potential for the development of quarry enterprises as well as the production of 

building materials and cement. Meanwhile the rich flora and fauna of this region make it 

attractive for ecotourism and businesses that seek to invest in the tourism subsector. The fast 

growing population which stands at a steady rate of more than two percent per annum 

(Sumelong, 2013), creates a growing market for both manufacturing and service oriented 

enterprises along the region.  

 

The market potential for MSMEs in the SW region has been improved by the huge 150 

million-man Nigerian market which lies to the east of the region and the high purchasing 

power markets of Equatorial Guinea and Gabon. All these create huge incentives for 

investors seeking to produce in-situ and exploit the African regional market (Hudgens and 

Trillo, 1999). There are also more than a thousand schools and colleges than train boys and 

girls at the primary and secondary levels. Furthermore, an array of quality personnel training 

in business management and any ICT (Information and Communication Technology) course 

prepare students for the job market at tertiary institutions of higher learning in the region. The 

proximity to the undersea IT (Information Technology) cable along the Atlantic Coast brings 

also brings in enormous potential for IT related businesses.  

 

There is also a huge unexploited potential in the agricultural sector. The Germans never 

optimized the exploitation of land riches of the South West. The Republic of Cameroon, 

through its agro-allied parastatal of the Cameroon Development Corporation (CDC), has yet 

to maximize its total potentials. Even the industrial farms in the other divisions of the region 

are all running below maximum capacity (Mbaku, 2005). There is abundant land, and the bio-

geographical features are excellent with much room for expansion. Increase in urbanisation 

of the bigger towns and satellite peri-urban areas means potentials for the expansion of 

existing firms and room for daring entrepreneurs wishing to invest in the region (West, 2004). 

 

The climatic characteristics of the region, from its hills and valleys, mountain tops and 

marine estuaries, constitute excellent ecological conditions for horticulture (Hudgens and 

Trillo, 1999). Given the proximity to the Douala Airport, flower-based enterprises would be 
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better placed to exploit the export market and the ever-surging demands of the European 

market. The recent Economic Partnership agreement between Cameroon and its European 

partners, and even the opportunities giving by United States’ African Growth Opportunity 

Act (AGOA), implies that there is tacit authorization for Cameroonian exporters to exploit 

these rewarding markets. And no region in the country is well placed than the South-Western 

to exploit the enormous potential for new and evolving commodities in our trade market, 

such as flowers.  

 

The accessibility of the region from the other neighbouring regions, offers an impetus for the 

geographical mobility of labour. Some colonial enterprises already tapped into this ability to 

move labour (Mbaku, 2005). The modern Cameroonian state further encourages this 

mobility, with an improved road network linking the region with other parts of the country. 

The teeming population and the increased enrolment in schools, colleges and professional 

institutions across the region translate into a sustained production of manpower. Colleges 

which are more than fifty years old are getting better at training Cameroonians in the region, 

and any investor will be inundated with quality applicants to fill positions in their enterprises.  

 

The presence of the Limbe - Douala Highway, and the tarring of the Buea-Kumba highway 

are a testimony to the government’s efforts to facilitate the movement of goods and people 

(Sumelong, 2013). The sustained efforts to crack down on crime and to defend lives and 

property through an ever watchful police force and the rapid interventions of the military 

brigade headquartered at Man-o-War Bay near Limbe, show the government’s resolve for the 

reign of peace and order. The expansion of the University of Buea, with new professionally-

oriented faculties and colleges that train younger citizens, means a continued renewal of the 

labour force. There is a surge in banking institutions in the region, some foreign-owned 

commercial banks and new branches of local commercial banks and microfinance institutions 

at the service of entrepreneurs with lucrative projects. Their presence has been easedby the 

renewed commitment by the government and the local authorities to create a favourable 

atmosphere for the financing of business ventures.  

 

In the past, Limbe’s coastal asset was appreciated by colonialists, who transported raw 

materials and imported consumer goods through this port as well as the Tiko and Idenau 

wharfs. These assets in their rudimentary state still serve local communities, but could be of 

incredible benefit to national income, if the government amassed courage and brought to 
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fruition the Limbe deep-sea port project. The Limbe seaport would supplement the Kribi 

seaport, in the sense that bulky commodities exploited from the south-west, north-west and 

western regions could be shipped at a faster rate and a lower cost, compared to the Douala 

Port, which furthermore requires annual expenses for regular dredging. The Limbe seaport 

would also supplement the Douala port, in that larger cargo ships could dock in Limbe, and 

the proximity of Limbe to Douala would mean an inherent synergy between these two coastal 

cities. The development of this asset would attract large manufacturing and ship-building 

enterprises. Realizing Cameroon’s vision of an emerging economy by 2035 will require the 

construction of these seaports and wharfs, and the rehabilitation of the Tiko Airport to 

facilitate movement.  

 

e.) Cameroon’s MSME Growth Potentials 

The Ministry of Small and Medium Size Enterprises, Social Economy and Handicraft (2014) 

writes that an Accredited Management Centre is an independent organization that has been 

accredited by the Ministry of Finance to provide support in the management of tax 

compliance among businesses that record a turnover of less than 100,000,000FCFA. The goal 

is to provide technical assistance to small businesses and help them to understand taxation 

policies and their implementation. AMCs were introduced by the 1996/1997 finance law, and 

they were further organized by Decree No 2007/0456/PM of 29th March 2007 modifying and 

completing some dispositions of decree No 2000/002/PM of 6th January 2000 bearing the 

organisation of the activities of accredited management centres and the fiscal advantages of 

business adherent to them and decree No 2011/1137/PM of 12th May 2011 fixing the benefits 

of MSMEs that register with AMCs. There is an AMC in Limbe, which provides support for 

accounting and tax management to SMEs that register at the center. The AMCs make it 

possible for the government to keep track of small businesses and their performance thereby 

making it possible for policymakers to draft policies designed to improve their performance. 

MSMEs that register at AMCs around the country enjoy the following benefits: A 50% 

reduction of their declared taxable profits; Book-keeping services from a public accountant at 

the center; General support for tax administration, Support in the design of funding proposals 

for small businesses. 

 

All these benefits motivate MSMEs to register at AMCs around the country. This is 

profitable to the government because it makes it possible for the local government to keep 
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track of the number of active SMEs within their area of jurisdiction. Through proper 

bookkeeping practices, small businesses are capable of providing accurate records. This also 

helps SMEs to benefit from tax relief thereby allocating such extra revenues into their capital. 

The objectives of the vision require, beyond improving the competitiveness of existing 

enterprises, a strategy of private investment to develop a larger network of SMEs including 

manufacturing SMEs. Contemporary strategies to promote MSMEs are founded on principles 

such as: Improving the regulatory and institutional framework for the promotion of private 

initiative; The Strengthening public / private dialogue to achieve the reforms to the outbreak 

of a larger network of SMEs; The establishment of a statistical information system allowing 

economic operators and decision-makers to have a mastery of SME activities; The Promotion 

of SMEs in sectors with high growth potential and structural projects; The Highlighting of 

subcontracting under national and regional level. 

 

The Cameroon SME Bank or BC - SMEs is the result of a promise of the President of the 

Republic made to the population in January 2011, at the 2011 agro-pastoral show in Ebolowa 

(Ngassa, 2015). BC - SMEs was incorporated in June 2011 with a capital of 10 billion CFA 

francs (ten billion CFA francs) and its headquarters in Yaoundé (Ngassa, 2013). It specializes 

in financing small and medium enterprises and crafts. To achieve its missions, BC - SME has 

two motives which include; Financing Small and Medium Enterprises and financing Crafts. 

Administratively, BC - SME is under the supervision of the Minister of SMEs regarding the 

SME development policy and Crafts and the supervision of the Minister of Finance for all 

other aspects. The Bank is expected to open branches in all regional headquarters including 

Buea in the SW region. This is another avenue through which the government supports SMEs 

in Cameroon. The goal of this bank is to provide financing to MSMEs in Cameroon. The 

bank, which legitimately opened on Monday, July 20, 2015, in Yaounde, announced its 

launching in an official statement issued by the Board of Directors (Cameroon Tribune, 

2015). The agency in Douala, the economic capital of the country, went operational on 

August 3, 2015. Agnes NdoumbeMandeng, the general manager of what will become the 

14th financial institution operating in Cameroon, describes the opening as a "technical 

opening" pending the official opening to come. The bank’s official activities will begin after 

it receives the initial capital of 10 billion CFA francs from the government.  

 

Created by Decree No. 2013/092 of 3 April 2013 establishing the SME Promotion Agency 

(MEPA), this is a public administrative body with legal personality and financial autonomy, 
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under the technical supervision of the Ministry of SMEs and the financial supervision of the 

Ministry of Finance. It is administered by a board of directors and senior management with 

its headquarters in Yaoundé and regional offices as may need to be created by the decision of 

the Board. The board consists of 12 members appointed by presidential decree and for a term 

of 3 years renewable once. 

 

2.2    Theoretical Framework 

This study is conducted within three different theoretical frameworks which include the 

Endogenous Growth Theory which explains the various categories of factors that affect 

growth of MSMEs, the Theory of Constraints which explains why SMEs experience the 

number of constraints cited above and the 

 

a.) Gordon Growth Model 

The Gordon growth model, which also known as the dividend discount model (DDM),  is 

used to define the intrinsic value of a stock based on a future series of dividends that grow at 

a constant rate (Myron, 1959). The theory was founded by Gordon Myron in 1959 and holds 

that the dividend per share is payable in one year, and assumes that dividends grow at a 

constant rate in perpetuity. The model answers for the present value of the infinite series of 

future dividends. The Gordon growth model values a corporation's stock using an assumption 

of constant growth in payments a corporation makes to its common equity shareholders. The 

three key inputs in the model are dividends per share, the growth rate in dividends per share 

and required rate of return (Myron, 1959). Dividends per share denote the annual payments a 

company makes to its mutual equity shareholders, whereas the growth rate in dividends for 

each share is how much dividends per share rises from one year to another. The required rate 

of return is a least rate of return economic operators are prepared to accept when purchasing a 

stock of a particular company, and there are multiple models investors use to estimate this 

rate. Gordon’s Growth Model is relevant to this study because it analyses the factors that 

influence the growth of MSMEs in the SW Region. On this premise, this theory enables this 

research to explain what growth is from a theoretical perspective. In the context of MSMEs, 

the theory explains that growth refers to an increase in shareholder returns. 

 

The main constraint of the Gordon growth model lies in its assumption of a constant growth 

in dividends per share (Kaufmann, 2005). It is very unusual for companies to show constant 

growth in their dividends due to business phases and unexpected financial challenges or 
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successes. Thus, the model is limited to firms showing constant growth rates. The next issue 

has to do with the rapport between the discount factor and the growth rate considered in the 

model. In case the required rate of return is smaller than the growth rate of dividends for each 

share, the result is a negative value, making the model valueless. Also, if the required rate of 

return is the same as the growth rate, the value per share approaches infinity. 

 

b.) Theory of Constraints (TOC) 

Goldratt's (1984) Theory of Constraints (TOC) states that any controllable system must have 

at least one or more limiting factors that attempt to hinder it from achieving its goals. It was 

introduced by Eliyahu M. Goldratt in 1984. There is usually at least one constraint, and TOC 

uses a focusing process to detect the constraint and restructure the rest of the organisation 

around it. On the other hand, systems theory says that to control a system properly you need 

more constraints than independent variables. The difference here appears to be restraints of 

outcome due to the control mechanism; and that by accurately managing the enterprise you 

can minimise the resultant process constraints that TOC is concerned about, which are 

results, not independent parameters that are directly set (Linhares, 2009). This theory is 

applicable in the context of this study because this study assumes that MSMEs in the SW 

Region cannot grow without facing some constraints. However, considering that the theory of 

constraints states that management systems are bound to face one or more constraints, this 

study is also conducted on that premise and hence analyses the constraints faced by MSMEs 

in the SW Region. The foremost strength of the theory is that it encourages managers and 

businesses to identify their constraints and take appropriate measures to stop them from 

hindering the achievement of their goals. Linhares (2009) has criticised the theory of 

constraints include the fact that it borrows ideas and concepts from many studies and 

theories, but Goldratt does not acknowledge these contributions to his theory.   

 

c.)  The Rational Expectations Theory  

The rational expectations theory holds that the people in the economy make choices based on 

their rational outlook, the available information they have and past experiences (Snowdon et 

al, 1994). The theory was founded by John F. Muth of Indiana University in early 1960 

(Muth, 1960). The theory advocates that the current expectations in the economy are derived 

from business owners’ perceptions over what the forthcoming state of the economy will be. 

Rational choices are made by exploring available opportunities in the economy and taking 
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advantage of them. If a company knows that the price for its product will be greater in the 

future, it will stop or reduce production until the price increases. Because the company 

weakens supply while demand stays the same, the price will increase. In sum, if the economic 

operator believes that the price will increase in the future, he will make a rational decision to 

reduce production and this decision partially affects what happens in the future. Evans and 

Ramey (2006) have criticised this theory because rational expectations are expected values in 

the mathematical sense. To be able to calculate expected values, individuals have to know the 

true economic model, its factors, and the nature of the stochastic processes that govern its 

development. If these extreme assumptions are violated, individuals simply cannot form 

rational expectations. This theory is relevant because this study examines the growth of 

MSMEs and as a result, it is important to explore the opportunities which MSMEs in the SW 

Region can exploit to maximise growth. 

 

2.3 Gap Identification 

This study has identified different factors that affect the growth and performance of MSMEs 

in the SW region. After this literature review, this study has identified gaps in knowledge on 

the growth and performance of MSMEs in the SW region. Although some research have been 

conducted to analyse growth and performance among SMEs in Cameroon, it is important to 

note that most of the literature identified focused on one variable. This, therefore, makes it 

necessary to conduct this study in order to close this gap. Unlike prior research, this study 

centres on the SW region and analyse the effects of multiple variables such as electricity, 

financing, capital, taxation, transportation, access to markets, security and performance in the 

same study. In this regard, this study is aimed to close the knowledge gap identified. 

 

 

 



 
 

CHAPTER THREE 

RESEARCH METHODOLOGY 

 

3.1 Background of the Study Area 

The South West Region of Cameroon constitutes part of the territory of Southern Cameroons. 

Its capital is Buea. Along with the Northwest Region, it is one of the two Anglophone 

(English-speaking) regions of the country. The region is divided into six divisions that 

include Fako, Koupe-Manengouba, Lebialem, Manyu, Meme, and Ndian. These are in turn 

broken down into 31 subdivisions. According to the website of the Presidency of the 

Republic of Cameroon (2016), https://www.prc.cm/en/cameroon, the population of the South 

West Region has a population of 1 153 125 inhabitants and covers a surface area of 25 410 

km2. Important towns include the capital Buea, Limbe, Tiko, Kumba considered the 

economic capital of the division and Mamfe. These major towns have developed into 

cosmopolitan settlements with people from most part of the country and even neighbouring 

Nigeria who have settled in the towns for business ventures.  

 

The main economic activities of the SW Region include agriculture, tourism, trade and 

fishing, hunting. The map of the area of coverage is illustrated in Figure 2 below. 

 

Figure 2: The Map of South West Region  

 

Source: Sumelong (2013) 
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3.2 Research Design 

This study makes use of a mixed research methodology. Mixed methods research is ideal 

because it makes it possible to enjoy the strengths of both quantitative and qualitative 

methods while overcoming their weaknesses (Cresswell, 2011). Quantitative research is good 

because it enables researchers to measure the relationship between one or more variables 

(Saunders et al., 2009; Bryman, 2012). Through quantitative and qualitative techniques, the 

researcher can easily measure the relationship between different variables and the extent of 

the problems and opportunities available to MSMEs. This approach also makes it possible to 

measure the extent to which these problems affect small businesses and their growth.  

 

3.3 Data Collection  

(a). Data Types 

This study makes use of both qualitative and quantitative data. According to Strydom (2012) 

quantitative data uses numerical numbers to describe categories while qualitative makes use 

of words or text and could even be more than words since photographs, videos, sound 

recordings and so on, can be considered qualitative data. Quantitative data was collected 

using questionnaires (Saunders et al., 2009) administered to owners and managers of MSMEs 

in Buea, Limbe Kumba and Tiko which are major towns in the South West Region. and 

qualitative was also gotten through interviews. Three interviews were conducted with 

government officials.  

 

(b). The Population 

The population under study includes owners and managers of MSMEs in Buea, Limbe, 

Kumba and Tiko. It was limited to the Fako and Meme Divisions which are cosmopolitan and 

are major commercial towns in the region.  

 

(c). Sample Size 

The sample population for this study includes 200 business owners and managers of MSMEs 

in Buea, Limbe, Kumba and Tiko found in the SW Region of Cameroon. In total, a sample of 

200 questionnaires were issued out and all were returned. The findings of the research were 

based on the 200 questionnaires. 
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(d). Sample Unit 

The sample unit used in this study is a small business owner in the SW Region, irrespective 

of whether the business owner is categorised as a micro, small or medium sized enterprise. 

This sample unit is relevant to the topic because it examines opportunities and constraints 

faced by MSMEs in the region and as such, the sample unit should be people who own or 

manage such businesses because they understand the opportunities they have and the 

constraints they face. 

 

(e). Sampling Method 

Criterion sampling was used to recruit participants of the study. Saunders et al (2009) 

describe criterion sampling as a non-probability sampling technique wherein respondents 

who meet specific criteria are recruited to participate in a study. The sample population was 

stratified into different business categories (MSMEs) and the different towns. The towns that 

were chosen included Buea, Limbe, Tiko and Kumba and these towns were chosen because 

of the level of commercial activities taking place in these towns and their proximity to the 

researcher. Within these different geographical strata, members of the sample population 

were further categorised based on whether they were micro, small or medium sized 

enterprises. In each of these subgroups, simple random sampling technique was used to 

randomly select the participants in each stratum. This helped to prevent bias and ensure that 

each member of every stratum had equal chances of being selected.  

 

The qualitative data was collected through the use of textbooks, academic journals and 

government reports semi-structured interviews. Criterion sampling was also used to identify 

interviewees and the criteria used included government officials who interact with businesses 

in the region and through this criteria, the researcher identified the Fako divisional delegate 

of the Ministry of Small and Medium Sized Enterprises, Social Economy and Handicraft, a 

manager at CNPS Limbe and the chief of centre at the Limbe Tax Centre who participated in 

the interview sessions. 

 

(f). Data Collection Instrument 

This study made use of two instruments. The questionnaire (survey instrument) and an 

interview guide (interview instrument). The questionnaire was designed using mainly closed 

ended questions. This was to avoid extraneous variables. However, some open-ended 

questions were allowed for respondents to state any variable that the researcher might had left 
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out. Both closed and open-ended questions were used because Bleuel (2015) recommended 

that it should be used as a tactical source of gathering information. In all, some 18 questions 

were addressed to the participants. On the in hand, the interview guide had a list of questions 

regarding the Growth Potentials and Constraints of Micro, Small and Medium Sized 

Enterprises in the South West Region of Cameroon.  

 

3.4 Data Analysis 

This study used both quantitative and qualitative analytical approaches. 

(a). Model Specification 

The goal of this model specification is to project how different variables may affect the 

growth of MSMEs in the SW Region of Cameroon. The model has been developed using the 

material gathered in the literature review to establish the link between growth potentials and 

the opportunities and constraints faced by MSMEs in the SW Region. The researcher has 

identified the growth opportunities and constraints of MSMEs in the global, continental and 

national contexts in the literature review. These factors have been used to develop the model 

used in this study. The model attempts to establish the different factors that affect growth and 

what needs to be done to ensure that growth is optimised. The model specification for this 

study is expressed in the equation below and the independent and dependent variables are 

explained in Table 3 which follows below:- 

 

Growth Potentials = Growth Opportunities – Growth Constraints 

GP = GO (FS+QP+T+NM+PG+BE+PS) – GC (C+UTP+TN+IF + IMS+IES+AIT) 

 

Table 3 – Classification of Variables 

Dependent Variable Independent Variables Independent Variables 

 

 

 

Growth Potential 

GO = Growth Opportunities GC = Growth Constraints 

FS = Fertile Soil C = Corruption 

QP = Qualified Personnel UTP = Unclear Tax Policy 

T= Tourism TN = Transportation 

NM = Nigerian Market IF = Inadequate Financing  

PG = Population Growth IMS = Inadequate Management Skills 

BE = Business Environment IES = Inadequate Electrical Supply 

PS = Political Stability AIT = Access to IT 

  Source: Field Survey 2015 
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(b). Method of Data Presentation 

The data from the survey will be presented in tables. Lee, C.-F., Lee, J.C., Lee, A, c., (2015) 

maintain that data presented in tables is more accessible and memorable than presenting 

figures in the text. They explain that the purpose of putting results in tables makes it visually 

easy to look at the data and see what happened and make interpretations and that it is usually 

the best way to show data to others because reading lots of numbers in the text puts people to 

sleep and does little to convey information. The findings are also presented following the 

objectives that the study was set to achieve, using frequency tables and narrative texts. The 

qualitative data is also presented using narrative text. 

 

(c). Method of Data Analysis 

The Statistical Package for Social Sciences (SPSS) version 21.0 was used to analyse data. 

Descriptive statistics such as frequencies and percentages were calculated for all dimensions 

and statements. For testing hypothesis, the chi-square test in SPSS was used to generate the 

probability values on relationships between the respondents in respect to the research 

questions. Preacher (2001) holds that a chi-square test is appropriate when wanting to know if 

“frequency of cases possessing some quality varies among levels of a given factor or among 

combinations of levels of two or more factors”.  

 

According to Gravetter & Wallnau (2009, p. 619), the main goal of a chi-square test is to 

show whether there are significant differences between the populations being tested. The 

level of statistical significance (p-value) was determined using the chi-square distribution 

table by Fisher & Yates (1974). This table presents various degrees of freedom (df) and the 

corresponding probability (p) values that determine the levels of Significance and Non 

significance.  

 

(d). Verification of Data variables 

The questionnaires were presented to the respondent by the researcher and making sure that 

they understood the questions before answering. Data collected was analyzed descriptively 

and presented in the form of frequency and percentage tables. For the interviews, the 

interview protocol was presented to the participants to confirm that what was recorded was 

what they actually said for validity to be ensured.  
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3.5 Limitations of the Study 

The main limitations faced by this study include the fact that few studies have been 

conducted in this area in Cameroon. Consequently, very limited literature exists on the 

growth of SMEs in Cameroon. In order to address this limitation, this study makes use of 

literature drawn from other African countries and around the world to make up for this 

literature deficit and this has worked out well. This made it possible for the researcher to 

access material which has been used to establish the background to study area. 

 

The researcher drew his sample population from Fako and Meme divisions in the region. The 

researcher could not gather additional data for this study from other divisions due to time 

constraints. The difficulty of moving to these divisions for data collection for this study also 

could contribute to the limited data for this study. Finally, the study has made use of a mixed 

research methods which implies that it deals with both qualitative and quantitative data 

collection and analysis techniques. In order to address this weakness, the researcher has made 

use of triangulation to bring together the data collected with the use of both qualitative and 

quantitative methods and draw a unified conclusion.  

 

Irrespective of these limitations, this study is properly designed and will still provide accurate 

results that will add to existing knowledge on the opportunities and constraints faced by 

MSMEs in the SW Region of Cameroon given that the two divisions are cosmopolitan with 

most of the economic activities located. 

 

This chapter has outlined the research methodology and provided justifications for the 

researcher’s data collection and analyses techniques. Furthermore, it has presented a model 

specification and identified the dependent and independent variables used and explained how 

the results shall be validated. The chapter also explains the measures put in place to ensure 

that the study adheres to good ethical standards in data collection and analysis. This paves the 

way to report and analyse the findings of the study. 
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CHAPTER FOUR 

DATA PRESENTATION, ANALYSIS, AND INTERPRETATIONS 

 

This study has examined the opportunities and constraints faced MSMEs in the South West 

Region. In an attempt to ensure that it achieves its stated objectives, the findings have been 

reported using ranking to identify the constraints and opportunities available to MSMEs in 

the SW. Furthermore, it reports the recommendations of MSMEs in the region on what needs 

to be done to improve the business climate. The study has used empirical methods to examine 

the context in which these businesses operate and hereby presents the data, effects the 

analysis and interpretation of the data for the findings.  

4.1 Descriptive Statistics 

After administering 200 questionnaires in Buea, Limbe, Tiko and Kumba, this study has 

made important empirical findings which throw insights into some of the challenges faced by 

these businesses in the region. The findings are important because they can be used to make 

better policies designed to improve the environment in which these businesses operate. 

Considering that the Cameroon government is currently seeking for ways to improve the 

performance of MSME businesses, in its bid to alleviate poverty and achieve the 2035 vision 

of becoming an emerging economy, it is imperative to understand that the findings of this 

study can be used as a basis to improve government policy.  

4.2 Demographic Characteristics of Survey Sample 

Table 4: Geographic Location of Respondents 

 Freque

ncy 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Buea 50 25.0 25.0 25.0 

Limbe 50 25.0 25.0 50.0 

Muyuka 50 25.0 25.0 75.0 

Tiko 50 25.0 25.0 100.0 

Total 200 100.0 100.0  

Source: Fieldwork Survey May 2015 

The study’s participants were distributed as follows; 50 participants each, in Buea, Limbe, 

Kumba and Tiko representing 25% of the total population under study. Among all 

participants, more than half (56.5%) of respondents were male, and 43.5% were female. The 

study finds that there are more men in Micro, Small and Medium Sized Enterprise in 
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Cameroon than women. Males exceeded females in the sample population used in this study, 

and this can be explained by the fact that in the Cameroonian society, men tend to be 

breadwinners in most homes while women tend to bear and raise children although this trend 

has been changing recently. Consequently, more men tend to indulge in business and 

own/manage most micro, small and medium sized enterprise in the South West Region.  

Table 5: Age Distribution of Respondents 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

18-30 years 59 29.5 29.5 29.5 

31-40 years 104 52.0 52.0 81.5 

41-40 years 27 13.5 13.5 95.0 

50 years and 

above 

10 5.0 5.0 100.0 

Total 200 100.0 100.0  

Source: Fieldwork Survey May 2015 

The table above depicts that, more than half (52.0%) of the respondents are from 31-40 years 

old, followed by those from 18-30 years (29.5%),  41-50 years (13.5%) and those above 50 

years representing the least with 5.0% years.  This indicates that majority of those who own 

Micro, Small and Medium Sized Enterprise in this area are between the ages of 31 to 40 

years.  The data also depicts that a greater proportion of the respondents are involved in 

construction and distribution businesses with 25.5% respectively. Manufacturing represents 

13.5% while Buyam-Sellam and Call Box follow with 12.5% each. Saloon owners represent 

10.0% while Farmers and those involved in food processing follow with 9.5% and 7.5% 

respectively. The Service sector represents only 1.5% of the total number of participants 

interviewed in this study.  

4.3 Data Analysis and Interpretation based on Research Questions and hypothesis 

In this sub-section each of the research questions and hypotheses of the study is restated and 

the variables are identified, the statistics needed to test each hypothesis is stated and the 

results of the data analysis are presented and interpreted. This allows the data to be analysed 

in the context of the research questions and objectives. 

4.3.1. Factors that hinder the growth of MSMEs in the South West Region 

For the purpose of analysing the data using parametric test (Chi-squares in this case) the 

Likert 5 point scale used in the instrument was collapsed to a three point scale. The decision 
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to collapse the responses is justified by Beamish (2004) who states that collapsing responses 

into fewer categories is better and has distinct advantages in terms of capturing trends when 

undertaking descriptive statistics. Beamish (2004) argues that the collapsing strategy should 

be consistent across all items. Hence, the researcher followed the same approach of 

collapsing the data from five to three point Likert scale. Agree and Strongly Agree, were 

collapsed to represent agree, while disagree and strongly disagree were collapsed to represent 

disagree. Don’t know was represented by neutral. The number of respondents in one category 

of agreements were divided by the total number of participants to get the percentage and 

ranked in descending order. 

Table 6: Reported Rank order factors that hinder the growth of micro, small and medium 

sized enterprises in the South West Region 

Factors that 

hinder business 

growth in the 

South West Region 

Level of agreement  

Total  

Rank 

order 
Agree Neutral  Disagree  

Power failure  (182)    91.0% (6)         3.0% (12) 6.0% (200)  100% 1 

High taxes and lack 

of clarity in tax 

code 

(180)    90.0% (10)        5.0% (10) 5.0% (200)  100% 2 

Inadequate finances  (173)    86.5% (11)        5.5% (16) 8.0% (200)  100% 3 

Inadequate access 

to markets  

(172)    86.0% (14)        7.0% (14)  7.0% (200)  100% 4 

In adequate access 

to technology  

(161)    80.5% (22)      11.0% (17) 8.5% (200)  100% 5 

Corruption (151)    75.5% (28)      14.0% (21) 10.5% (200)  100% 6 

Transportation   (150)    75.0% (25)      12.5% (25) 12.5% (200)  100% 7 

Lack of business 

training  

(144)    72.0% (30)      15.0% (26) 13.0% (200)  100% 8 

Boko Haram 

activities  

(122)    61.0% (37)      17.5% (39) 19.5% (200)  100% 9 

Source: Field Survey 2015 

Table 6 above analyses the different factors that hinder the growth of MSMEs in the South 

West Region as observed in this study. Participants’ responses were analysed and tabulated to 

present the level of agreement and disagreement over the factors that are listed in Table 4 that 

hinder the growth of their businesses. The findings indicate that among the factors that hinder 

the growth of Micro, Small and Medium Sized Enterprise in the South West Region, power 

failure is rated the most severe factor. Up to 91% of the 200 participants in the study agreed 
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that this factor is a hindrance to the growth of their businesses in the region while only 6.0% 

disagreed. However, another 3.0% of the respondents reported being neutral. From the 

findings of this study, it can be confirmed that inadequate electrical power is a major factor 

that hinders the growth of MSMEs in the SW Region. The implication of this finding is that 

there is a need to put in place measures to step up electricity supply in Cameroon. The 

government is already working on this as new power plants are currently in development at 

Lompanga in the Eastern province. Although this cannot guarantee the smooth supply of 

electrical power, it is important to note that it will contribute to the enhancement of the 

current situation. Alternative sources of energy such as solar power need to be considered to 

ensure a steady supply of electrical power. This is both stable and cheaper in the long term 

although the initial costs may be significantly high. In some countries such as Brazil, 

alternative energy sources such as ethanol from sugar cane and waste provide additional 

energy to complement hydro electrical power. 

The second major factor that hinders the growth of Micro, Small and Medium Sized 

Enterprise in the South West Region is high taxes and lack of clarity in the tax code. Up to 

90.0% of the respondents agreed that high taxes hinder the growth of their businesses while 

only 5.0% disagreed. That notwithstanding, another 5.0% reported to be neutral and were 

unable to tell whether high taxes had a positive or adverse effect on their business. This 

finding is supported by another study reported by Peterkins (2008) which notes that taxation 

is one of the most recorded challenges faced by MSME businesses in Cameroon. The results 

of the study clearly indicate that high taxes have an adverse effect on MSME in the South 

West Region thus confirming Peterkins’ (2008) report. The implication is that there is need to 

review the current tax rates as well as ensure that small businesses understand how taxes are 

charged. This will go a long way to creating a safe atmosphere where small businesses can 

thrive and contribute to poverty alleviation. Furthermore, small businesses need to be 

sensitised about tax policies and different ways in which they can plan payments. Also, it is 

also necessary to ensure that the tax policy encourages the growth of small businesses. 

Failure to consider this leaves small businesses to struggle with heavy taxes and this can send 

businesses out of the market. Educating tax payers is important because it enables them to 

understand why and how much they have to pay in taxes. When businesses operate in such a 

scenario, they tend to understand clearly what is expected of them by their local tax collection 

centers, and this reduces the chances of disputes between tax officials, MSMEs and 

encourages the growth of businesses.  
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Inadequate financing was cited as the third ranking factor that hinders the growth of MSMEs 

in the South West Region. While 86.5% of respondents agreed on inadequate access to 

finance hinders the growth of their businesses, only 8.0% disagreed. Capital financing is, 

therefore, an important component in every business because each business requires capital to 

start or grow. This implies that contemporary government policies to promote MSMEs need 

to consider financing because an overwhelming majority of businesses have cited inadequate 

financing as an obstacle to growth.  The government is already doing something on this 

premise. In 2015, the government introduced the Cameroon SME Bank or BC - SMEs 

following a promise of the President of the Republic made to the population in January 2011, 

at the 2011 agro-pastoral show in Ebolowa (Ngassa, 2015). BC - SMEs was incorporated in 

June 2011 with a capital of 10 billion CFA francs (ten billion CFA francs) and its 

headquarters in Yaoundé (Ngassa, 2013). Presently, microfinance institutions play an 

important role to finance the growth of MSMEs in the SW Region. 

The study also found that that inadequate access to markets was another major problem faced 

by MSMEs in the SW Region. While a majority (86.0%) of the respondents agreed that this 

hinders the growth of their businesses, only some 7.0% disagreed with this. The above 

findings illustrate the different points of view of the respondents on the relationship between 

access to markets and business growth. Nigeria provides a huge market for businesses in the 

South West Region. The findings can suggest why businesses in the South West Region 

experienced many challenges after the borders with Nigeria were shut down during the Ebola 

crisis. Calice (2012) argues that unlike in Europe, where many businesses have access to a 

more than 500 million EU market and many global markets due to numerous trade 

agreements, many small businesses in Africa only have access to small markets. Considering 

that Nigeria has a population of close 170 million, one would imagine that MSMEs in the 

region would take advantage of this. This is not true considering that up 86.0% of 

respondents reported that they did not have adequate access to markets to sell the amount of 

goods and services they require to meet their goals.  Nevertheless, it is important to note that 

the goal of businesses includes profit maximisation (Kaufmann, 2005). Also, the price of raw 

materials such as cocoa which is used to make chocolate is determined by the world market 

thereby leaving poor cocoa farmers no opportunity to bargain their prices.  

Inadequate access to technology was ranked 5th position as a factor that hinders the growth 

of businesses in the region. Of the 200 respondents in this study, most (80.5%) agreed that 
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lack of access to technology hinders the growth of Micro, Small and Medium Sized 

Enterprise. Also, just 8.5% stated that this factor does not hinder the growth of their Small 

and Medium Sized Enterprise. Inadequate access to technology comes with 80.5% of the 200 

respondents agreeing that it is a hindrance and only 8.5% disagreeing. Rusetski (2011) holds 

that firms can obtain technical knowledge and use it to improve product development. 

Swierczek and Ha’s (2003) study in the US also revealed that lack of equipment and outdated 

technology were among some of the factors that hinder the growth of MSMEs. For MSMEs 

in the SW Region to grow, they need access to technology to improve their operations, cut 

costs and identify new markets opportunities that are available on the internet. 

Closely followed by lack of access to technology, corruption was the next factor on the scale 

confirmed as a hindrance to the growth of MSMEs in the South West Region. The frequency, 

151 out of 200 respondents given a percentage representation of 75.5% demonstrate that most 

respondents agree that corruption affects the growth of their business. Corruption is one of 

the problems which is plaguing Cameroon. Sumelong (2013) reported that most of the 

corruption experienced by MSMEs in the region is encountered with tax officials, policemen 

and custom officials who are known to request bribes from small businesses Police 

corruption most often occurs during transportation of goods within the province, while 

customs corruption occurs when the goods are transported across the borders with Nigeria at 

Idenau, EkondoTiti, and Ekok. Corruption is a hindrance to the growth of businesses and as 

such, policy makers need to review new ways through which corruption can be eliminated to 

encourage growth, poverty alleviation and the attainment of the government’s ambition to 

become an emerging economy by 2035. However, the government is yet to demonstrate 

willpower to enforce the laws on corruption. 

The cost of transportation followed with 75% as a factor reported by respondents that hinder 

the growth of their businesses. This confirms a World Bank Enterprise Survey (2010) which 

findings suggested that business development in many African countries face some 

constraints of which high transportation was noted as one of the constrains. Some 72% of the 

respondents reported that lack of business training hinders the growth of their businesses. 

Sumelong (2013) writes that for businesses to excel, they need a good transportation network 

to transport raw materials and completed goods to and from the market. Although the 

divisions of the SW Region are linked by roads, it is important to note that some of these 

roads are poorly maintained. Also, tarred roads are limited to major towns and cities such as 
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Buea, Limbe, Tiko, and Kumba. The Kupe Muanenguba, Lebialem, and Manyu divisions do 

not have tarred roads and as such, this makes it difficult for people and goods to circulate in 

these regions. Although the government allocates budget for road construction, some of the 

money allocated is mismanaged in some cases while budgetary constraints make it 

impossible to tar some roads. The implication of this finding is that the government needs to 

do more to maintain existing transport network in some regions tar more roads. 

After exploring how the different variables affected respondents in terms of rank order, it is 

important that we examine the challenges that hindered the growth of their business in terms 

of business category. The study and they identified high taxes, corruption, inadequate access 

to capital financing, poor transportation network, competition, inadequate electricity supply 

and other factors as listed in Table 7 below. 

Hypothesis 1: Micro businesses are more affected by the key challenges that affect 

businesses than other categories of businesses.  

Table 7: Reported key challenges experienced by businesses in the South West Region 

 2 =14.097, df = 12 and P-value <.295                                   Source: Field Survey 2015 

A cross-tabulation was done between key challenges faced by owners of business MSMEs 

and the category of business. The variations in the raking of the challenges faced can be 

explained by the fact that different category of businesses faced different challenges. These 

challenges are based on the nature of the business. Table 5 above describes the various 

challenges faced by different respondents. They include high taxes (23.0%), corruption 

(22.0%), Access to Capital (17.0%), transport network (17.0%), competition (11.0%), 

Category 

of 

Business 

What are the key challenges faced by owners of business MSMEs Total 

 Poor 

transport 

network 

High 

Taxes 

Corru

ption 

Inadequate 

Customers  

Competition Inadequate 

Electricity 

Supply 

other 

Micro (11) 

12.4% 

(18) 

20.2% 

(18) 

20.2% 

(14) 15.7% (13) 14.6% (11) 12.4% (4)4.5% (89) 

100.0% 

Small  (5) 7.8% (17) 

26.6% 

(19) 

29.7% 

(12) 18.8% (3) 4.7% (6) 9.4% (2)3.1% (64) 

100.0% 

Medium-

sized 

(5) 7.8% (17) 

26.6% 

(19) 

29.7% 

(12) 18.8% (3) 4.7% (6) 9.4% (2)3.1% (64) 

100.0% 

Total  (22)11.0

% 

(46) 

23.0% 

(44) 

22.0% 

(34) 17.0% (22) 11.0% (20) 10.0% (12)6.0

% 

(200)10

0.0% 
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inadequate electricity supply (10.0%) and other (10.0%) challenges not listed on the 

questionnaire. This suggests that the most severe problems faced by businesses in the South 

West Region are high taxes and corruption. The suggestion to policy makers is that there is 

need to review the tax environment so as to ensure that businesses are not strangled by taxes. 

The World Bank (2010) analysed the key challenges faced by SMEs in Africa and found that 

the most common problems included inadequate financing, electricity supply, corruption and 

transportation and the challenges varied from one country to the next.  

However, a Chi-square test was conducted to test the hypothesis that Micro businesses are 

more affected by the key challenges that affects businesses than other categories of 

businesses. The Chi-square test,  2 =14.097, df = 12 and P-value <.295 found no significant 

differences between the respondents in Micro businesses and the other two categories that 

include Small and Medium Businesses. Since the P-value <.295  produced no significant 

difference among the different categories of businesses, the researcher rejects the hypothesis 

that Micro businesses are more affected by the key challenges that affects businesses than 

other categories of businesses.  

 

4.3.2 Growth Opportunities Available to MSMES in the SW Region 

Although this study identifies some factors that hinder the growth of MSMEs in the SW 

Region, the study also observed that the SW Region has a lot of potentials which businesses 

can exploit to make the most from the region. To investigate the key growth potentials of the 

SW Region, the respondents were asked to identify the key potential of the SW Region. 

Table 8 below outlines the distribution of the respondents’ opinions on what constitutes the 

key potential of the SW Region. 
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Hypothesis 2: Farmers (agribusiness) exploit fertile soils as a key advantage for their 

business more than any other type of businesses in the South West Region 

Table 8: Relationship between type of business and key strengths offered by the South West 

Region for the growth of businesses.   

 

Type of 

business  

Key strengths of the region to MSMEs Total 

Fertile 

soil 

Cheap 

rents  

Culture  Climate  Cheap 

transporta

tion  

Others  

Farmers (15)  

78.9% 

(2)   

10.5% 

(0)    

0.0% 

(1)      

5.3% 

(1)       

5.3% 

(0)     

0.0% 

(19) 

100% 

Saloon (0)      

0.0% 

(2)   

10.0% 

(4)  

20.0% 

(5)    

25.0% 

(6)     

30.0% 

(3)   

15.0% 

(20) 

100% 

Call Box (0)      

0.0% 

(4)   

16.0% 

(5)  

20.0% 

(7)    

28.0% 

(6)     

24.0% 

(3)   

12.0% 

(25) 

100% 

Buyam-

Sellam 

(0)      

0.0% 

(8)   

32.0% 

(5)  

20.0% 

(6)    

24.0% 

(4)     

16.0% 

(2)     

8.0% 

(25) 

100% 

Construction (0)      

0.0% 

(5)   

16.1% 

(7)  

22.6% 

(4)    

12.9% 

(11)   

35.5% 

(4)   

12.9% 

(31) 

100% 

Distribution (0)      

0.0% 

(6)   

19.4% 

(7)  

22.6% 

(10)  

32.3% 

(6)     

19.4% 

(2)     

6.5% 

(31) 

100% 

Manufacturi

ng  

(1)      

3.7% 

(7)   

25.9% 

(3)  

11.1% 

(8)    

29.6% 

(6)     

22.3% 

(2)    

7.4% 

(27) 

100% 

Food 

processing  

(0)      

0.0% 

(4)   

26.7% 

(0)  0.0% (4)   

26.7% 

(3)     

20.0% 

(4)   

26.7% 
(15) 

100% 

Service 

sectors 

(0)      

0.0% 

(0)    

0.0% 

(0)    

0.0% 

(1)    

33.3% 

(2)     

66.7% 

(0)      

0.0% 

(3)    

100% 

Others  (0)      

0.0% 

(1)   

25.0% 

(0)    

0.0% 

(1)    

25.0% 

(2)     

50.0% 

(0)      

0.0% 

(4)    

100% 

Total  (16)   

8.0% 

(39)19.5

% 

(31)15.5

% 

(47)  

23.5% 

(47)   

23.5% 

(20) 

20.5% 

(200)100

% 

 2 =171.549, df = 45 and P-value <.001                        Source: Fieldwork Survey May 2015 

 

Table 8 above suggests there was no absolute majority over the key potential available to 

small businesses in the South West Region. However, a greater proportion of the respondents 

identified climate (23.5%), transportation (23.5%) and cheap rents (19.5%) as the primary 

three growth potentials for the growth of MSMEs in the region.  The culture (15.5%) was 

also identified as a contributor to the growth of MSMEs. The fertile soil (8%) and others 

(10%) were also reported as contributors to the growth of businesses. The respondents held 

different opinions on this question. Perhaps this can be explained by the fact that different 

respondents exercising different businesses have different needs. For example, most farmers 
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identified fertile soil as the key strength of their business while other business owners had 

different factors they considered as the key potential of the South West Region. Traders that 

buy goods from Douala to sell in Kumba or from Tiko to sell in Limbe did not see any 

problem with the transportation system since there is a tarred road linking these towns. The 

Buea - Kumba which was rehabilitated in 2008 has reduced the time required to transport 

goods from Douala to Kumba. Although a railway line also links Kumba to Mbanga, service 

is sometimes irregular. The rehabilitated Kumba-Buea road influenced the number of people 

who identified transportation network as a key strength. The percentage representation of 

Table 7 above illustrates the different opinions held by respondents. Respondents’ varying 

opinions on the key strength of the South West Region have depicted above. Kalpande et al 

(2010) argue that SMEs in Nigeria make use of their comparative advantage (strength) and 

this varies from one region to the other across Nigeria. This is reflected in the findings of this 

study as respondents had different views on what was the key strength of their businesses 

based on where the respondent was located and the nature of the business he/she operated.  

A Chi-square analysis results,  2 =171.549, df = 45 and P-value <.001 indicates a significant 

difference at the .001 level. Therefore, the researcher confirms the hypothesis that farmers 

exploit fertile soils as a key advantage for their business more than any other type of business 

in the South West Region. This is revealed in the data indicating amongst the various types of 

businesses in the South West Region that, majority (78.9%) of the respondents who are 

Farmers (agribusiness) reported that fertile soils are a key advantage for their business. 

 

4.3.3 Improving the Growth of MSMEs in the SW Region 

Considering that there are both constraints and potentials in the SW Region, it is necessary 

for MSMEs to take advantage of the potentials and identify ways through which they can 

address the constraints.  After asking respondents to provide recommendations on what needs 

to be done to improve the performance of MSMEs in the SW Region, respondents listed the 

following recommendations.  
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Hypothesis 3: There will be a significant difference between the recommendations to 

improve the performance of MSMEs by owners of different category of businesses.   

Table 9: Relationship category of business and recommendations to improve the performance 

of MSMEs in the South West Region.  

Category 

of 

Business 

Recommendations to improve the performance of MSMEs Total  

Improved 

transportati

on network 

Better 

Tax 

Policy 

Eliminate 

Corruptio

n 

Improved 

access to 

capital 

other 

Micro (13) 14.6% (13) 

14.6% 

(18) 

20.2% 

(41) 46.1% (4) 

4.5% 

(89) 100.0% 

Small  (8) 17.0% (5) 10.6% (7) 14.9% (26) 55.3% (1) 

2.1% 

(47) 100.0% 

Medium-

sized 

(10) 15.6% (6) 9.4% (10) 

15.6% 

(37) 57.8% (1) 

1.6% 

(64) 100.0% 

Total  (31) 15.5% (24) 

12.0% 

(35) 

17.5% 

(104) 

52.0% 

(6) 

3.0% 

(200) 100.0% 

 2 =4.090, df = 8 and P-value <.849                             Source: Fieldwork Survey May 2015 

After identifying the key opportunities, strengths and challenges faced by the business 

owners who participated in the study, the researcher sought to find out what the respondents 

believed ought to be done to improve the performance and growth of MSMEs in the South 

West Region. The respondents had varying opinions ranging from the provision of access to 

capital (52.0%), elimination of corruption (17.5%), improved transportation network 

(15.5%), better tax policy (12.0%) and others measures had 3.0%.  

A Chi-square analysis was done to determine the level of significance difference between the 

participants’ responses in order to test the hypothesis that there will be a significant 

difference between the recommendations to improve the performance of MSMEs by owners 

of different category of businesses. The Pearson Chi-square results produced  2 =4.090, df = 

8 and P-value <.849. The value indicates that there is no relationship between the 

respondents’ category of business and West Region. Therefore, the hypothesis that there will 

be a significant difference between the recommendations to improve the performance of 

MSMEs by owners of different category of businesses is rejected since there statistics is not 

enough to prove this statement. 
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These solutions need to be considered by policy makers in an attempt to improve the business 

environment and alleviate poverty in the South West Region. Table 8 above illustrates the 

different opinions held by respondents on what needs to be done to promote a well business 

climate in the South West Region.  

The different suggestions point to the fact that efforts to achieve a healthy business climate in 

the region must be multidimensional and take into consideration both infrastructural and 

policy developments that might require lots of financial investments and time to achieve. 

Access to capital, better transportation, and a corruption free environment are the key 

challenges that need to be addressed to upgrade the business climate. The reported 

percentages illustrate the different ways in which MSMEs owners in the South West Region 

believe the potentials of the region can be improved. In Uganda, the Ugandan Investment 

Authority provides grants to improve growth performance among SMEs that write a good 

proposal for funding (Mu and Benedetto, 2011) while in Cameroon, Cameroon Tribune 

(2015) writes that the Cameroon SME Bank will provide financing to SMEs. Small 

businesses also need to be sensitised on the importance of savings and loans schemes 

available in different microfinance institutions in the region.  

These findings of this study suggest that majority of respondents believe much needs to be 

done to improve the performance of their businesses. The implication of this finding is that 

there is a need to put in place the right infrastructure required to enable MSMEs to grow in 

the SW Region.  In Equatorial Guinea, the government has recognised the importance of 

making capital available to potential entrepreneurs around the country to ensure that the 

younger generation gains enough skills to provide manpower to SMEs (Nguele, 2011).  The 

importance of electrical power to MSMEs cannot be over emphasised. Many businesses 

depend on the use of electrical power to run their operations. Consequently, when there is no 

electrical power, these businesses find it difficult to operate effectively. Although more needs 

to be done to address the concerns raised by respondents, it is important to note that MSMEs 

in the SW Region need to continue to explore ways through which they can overcome the 

barriers to growth that have been addressed in this study.  

4.4 Qualitative Findings  

The Divisional Delegate of SMEs (2015) notes that the Ministry of SMEs has put in place 

some programmes designed to improve the performance of SMEs. She said the ministry has 

designed a programme dubbed Support Programme for the Creation and Development of 
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SMEs for the Transformation and Preservation of Local Products of Mass Consumption 

(PACD PME). The programme will identify 150 SMEs around the country including 10 in 

the SW region. These SMEs will receive funding of up to 75 million francs to purchase 

equipment and receive training from the ministry to develop the capacity of those who are 

expected to work in the enterprises identified. This programme is expected to generate jobs 

for about 3600 youths including about 300 in the SW region. The programme intends to work 

with enterprises that plan to transform local products like cocoa into chocolate. In addition to 

this, she also states that the divisional delegation of SMEs also provides guidance and 

counseling to individuals and groups of individuals who want to start an SME in Fako 

Division. 

According to the Ministry of SMEs (2014), registering a company has become very cheap 

and now costs just 54,500 Frs CFA and in order to create an enterprise, the founder(s) need to 

present an article of association, declaration of shares, tenancy agreement, photocopy of the 

ID card of all share owners, certificate of non-conviction and a sketch of the localisation plan. 

Unlike in the past, it is now possible to register a company in a 1 or 2 business days 

everything being equal. This has encouraged the growth and proliferation of MSMEs in the 

SW region in particular and Cameroon in General. Similarly, The Limbe Tax Centre (2015) 

notes that to eliminate the problems linked to taxation, the government has created 

Accredited Management Centres (AMC) designed to provide support to SMEs. Koko (2015) 

explains that AMCs are the brainchild of cooperation between the Ministry of Finance and 

the Ministry of SMEs. The Ministry of Small and Medium Size Enterprises, Social Economy 

and Handicraft (2014) writes that an Accredited Management Centre is an independent 

organization that has been accredited by the Ministry of Finance to provide support in the 

management of tax compliance among businesses that record a turnover of less than 

100,000,000FCFA. The goal is to provide technical support to small businesses and help 

them to understand taxation policies and their implementation. AMCs were introduced by the 

1996/1997 finance law, and they were further organized by the decree No 2000/002/PM of 

6th January 2000. The Divisional Delegate (2015) of the Ministry of SMEs explains that in 

Limbe, the AMC is making it possible for start-up businesses to receive tax breaks. 

According to the Limbe Divisional Tax Centre (2015), the AMC also provides support to 

businesses that seek to write proposals in search of funding from both private and public 

sectors. 
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Unlike in the past, the National Social Insurance Fund (CNPS) has also made it possible for 

private business owners to enrol in the Social Insurance Fund and receive pensions when they 

attain retirement age (Ngale, 2015). Since this initiative was introduced, many farmers in 

rural areas especially cash crop farmers in the SW region have subscribed to the CNPS and as 

such will be entitled to retirement benefits when they get old and are unable to continue 

business. This will help to ensure that they continue to live comfortably during retirement. 

This innovation is a major boost to the social welfare of both individuals in the SW region 

and promotes entrepreneurship. This initiative will help to promote entrepreneurship because 

many MSMEs owners know they can plan their retirement with the help of the CNPS. This is 

principally important when we consider the growing cost of living and the challenges which 

micro business owners might encounter when they no longer have strength to run their 

businesses. 

4.5 Discussion of Results  

The Gordon growth model (Myron, 1959) states that the growth of a business can be 

measured using the growth in dividends or returns to measure growth. The Gordon growth 

model values a company's stock using an assumption of fixed growth in the reward of a 

company makes to its common equity shareholders. Similarly, the growth of MSMEs in this 

study is also measured in a similar context. That notwithstanding, McMahon (2001) writes 

that MSMEs are growing rapidly around the world and playing an increasingly important role 

in economies around the world and Africa in particular considering that creates many jobs 

and improves welfare of their owners. This is consistent with what obtains in the SW Region 

of Cameroon. MSMEs are growing in the sector considering that the Divisional Delegation of 

SMEs (2015) states that there is has been a growth in the diverse nature of activities which 

MSMEs are taking up in the SW Region. In addition to that, the Ministry of SMEs has been 

facilitating the growth of MSMEs through the newly created Accreditation Management 

Centres (AMCs) which help MSMEs to prepare their tax documents and provide orientation 

services to businesses. Other factors identified in this study such as fertile soil, good climate, 

cheap rents, culture and transportation also contribute to the growth of MSMEs in the SW 

Region.  

Although there MSMEs have been growing in the SW Region, it is important to note that this 

study observed that businesses surveyed in this study are faced with some challenges which 

act as constraints or hinder the process of growth. This has resulted in a general level of 
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dissatisfactions about many business owners over their performance and growth. For 

example, only 18.5 % of all 200 businesses surveyed admitted that their businesses were 

doing well considering the number of constrains they are faced with. Goldratt's (1984) theory 

of constraints argues that any manageable system must have at least one or more limiting 

factors that attempt to hinder it from achieving its goals. Consequently, the theory, therefore, 

suggests that MSMEs in the SW Region cannot expect to an exception to the norm. This 

makes it necessary for MSMEs in the SW Region to explore ways through which they can 

hinder such constraints and achieve their underlying goal of optimising their performance in 

terms of revenue and earnings. This suggests that irrespective of the fact that respondents 

have identified constraints such as inadequate electrical power supply, access to capital, 

training, corruption and high taxes, business owners need to continue to explore ways 

through which they can overcome these problems in other to improve their growth and 

performance. 

Finally, the rational expectations theory argues that the people in the economy make choices 

based on their rational outlook, the available information they have and past experiences 

(Snowdon et al., 1994). Again, this model is consistent with this study considering that even 

before they go into business, MSMEs in the SW Region understand that they may face 

challenges as every business does. However, this does not prevent them from taking up the 

business in the first place. Instead, they explore the opportunities and potentials of the SW 

Region. These opportunities include the fact that there is large nearby Nigerian market, 

relatively stable political environment, fertile soil which creates enormous opportunities for 

agribusinesses and some ports that make is possible to ship produce to the Nigerian markets. 

This chapter has reported the findings of this study and analysed their implications. It has also 

validated the findings by testing the hypothesis. The chapter has identified the key strengths 

and limitations of doing business in the SW Region. Based on the outcome of this study, 

policy makers can improve the business atmosphere in the SW Region by putting in place 

measures to improve the business environment as recommended by MSMEs, which have 

participated in this study.  
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CHAPTER FIVE 

SUMMARY OF FINDINGS AND CONCLUSIONS 

 

5.1 Summary of Findings 

This study has made some findings which are summarised as follows: Power failure, High 

taxes and lack of clarity in tax code, Inadequate finances, Inadequate access to markets, In 

adequate access to technology, Corruption, Transportation,  Lack of business training and 

Boko Haram activities are factors that all hinder the growth of MSMEs in the South West 

Region. High taxes and corruption are the key challenges faced by owners of MSMEs. These 

factors are unfair to the survival of MSMEs. The proportion to which these factors challenge 

owners of MSMEs is higher than other factors. However, a Chi-square test was conducted 

revealed that there was no significant difference among the different categories of businesses 

and the key challenges, thus rejecting the hypothesis that Micro businesses are more affected 

by the key challenges that affects businesses than other categories of businesses. Fertile soils 

are key advantages for Farmers (agribusiness) in the South West Region though other types 

of businesses do enjoy other advantages, majority of farmers reported that  fertile soils are a 

key advantage for their business. A Chi-square analysis results, confirms the hypothesis that 

farmers exploit fertile soils as a key advantage for their business more than any other type of 

business in the South West Region. Provision of access to capital was the most supported 

recommendation for the improvement of the performance and growth of MSMEs in the South 

West Region.  It was proven from the qualitative data that the Ministry of Small and Medium 

Size Enterprises (SMEs) has designed programmes to improve the performance of SMEs.  

 

5.2 Conclusion 

This thesis has found that MSMEs in the SW Region face some constraints that hinder their 

growth, and this makes it necessary for policy makers to put in place appropriate measures 

designed to tackle these problems. Electrical power supply, inadequate access to finance and 

tax rates are ranked among the top constraints identified by this research. The study also 

observed that the government is already working to resolve the problem of irregular power 

supply considering that two new hydroelectricity power generation stations are under 

construction and upon completion, this will improve access to electrical power and reduce 

power failure. Similarly, policy makers are working to improve access to capital by creating 

an SME Bank that provides loans for financing the growth of MSMEs. However, there is still 
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a long way to go when it comes to creating tax policies that favour the growth of small 

businesses and eradicating corruption which has become endemic in Cameroon.  

 

Although this study has identified some growth constraints faced by MSMEs in the SW 

Region, it is important to note that the region is also characterised by many growth 

opportunities. For example, the SW Region is endowed with the fertile volcanic alluvial soil, 

and this creates enormous opportunities for agribusinesses in the region. Furthermore, the 

good climate, cheap rents, hospitable culture and tarred roads linking the major cities in the 

region make it easier to transport goods and people around the region. A growing local 

population has resulted in an improvement in demand and as such creates lots of 

opportunities for MSMEs that can meet the needs of the local population. The opportunities 

are greater than the constraints, and this has resulted in the growth and development in the 

region particularly in towns such as Buea. Whilst the research questions approach suggest 

that there the SW Region has many growth potentials such as good climate, transportation, 

cheap rents, culture and fertile soil among other advantages, statistical hypothesis tests 

observed that only fertile soil was a key strength of MSMEs in the SW Region. All the other 

hypothetical assumptions were refuted. This is consistent with the answers provided to the 

research questions in 4.3.2. This makes the case for attracting agribusinesses into the SW 

Region of Cameroon. 

 

5.3 Recommendations for policy 

According to the interviews conducted with officials of the Ministry of SME Social Economy 

and Handicraft, Taxation and the National Social Insurance Fund (CNPS), the government is 

already doing a lot to improve the business climate in the South West Region. However, 

based on the challenges reported by respondents of this study, it is important to note that 

much is yet to be done. In order to ensure that MSMEs operate at their optimum capacity, it is 

important to create an enabling business environment. The areas where there is need for 

improvement are listed below:- 

 The electrical power supply has to be improved to maintain constant supply because, 

without adequate electrical power, firms and small businesses are unable to operate at 

their full capacity. Likewise, business owners should look for alternative power 

sources that can be more reliable by using solar energy.  
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 There is also need to improve access to capital financing so that small businesses can 

easily get extra financing when there is a need to finance growth. This can be done by 

setting up a branch of the newly created SME bank in the region.  

 Tax officials also need to educate small businesses to understand the amount they are 

expected to pay in taxes so that they can independently know what they are expected 

to pay even before tax inspectors make their inspections. This will help to reduce 

corruption and dispute between tax officials and small businesses. 

 Local authorities in the SW Region also need to take advantage of the good climate, 

fertile soil, and cheap rents to encourage investors from other parts of the country and 

abroad to invest in the SW Region to fully exploit this potential. 

 Finally, there is need to improve the fight against corruption in the SW Region 

considering that MSMEs identified corruption as one of the main problems they 

encounter in the course of doing business in the SW Region. 

 

5.3 Suggestions for Further Study 

The outcome of this study suggests the need to conduct a further to study to identify various 

ways through which growth constraints that affect MSMEs in the SW Region can be tackled. 

Meaningful development can only be achieved if the main factors that hinder growth are 

promptly addressed. This study has identified inadequate electrical power supply, high taxes, 

corruption and inadequate access to capital. Consequently, there is need to conduct a further 

study designed to explore what needs to be done to improve electrical power supply, 

introduce a favourable tax condition, combat corruption and improve access to capital that 

will enable small businesses to finance growth. Such a study will take a deeper look at how 

these factors hinder growth and explore ways in which each of them can be tackled to create 

a business friendly environment in the SW region. 
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APPENDICES 

APPENDIX I – SAMPLE QUESTIONNAIRE 

 

Dear Sir/Madam, 

 

I am a student of Pan African Institute for Development. I am conducting research to find out 

the different difficulties that you face in your business and how this affects your primary 

objective of earning a living.  The answers you provide will only be used for my master’s 

degree thesis and your private data will not be shared with any third parties. 

 

1. Gender - What is your gender?                       

Gender   Tick  Code 

Male  1 

Female  2 

2. Age – What is your age? 

Age group  Tick  Code 

18-30 years  1 

31-40 years  2 

41-50 years  3 

50 years+  4 

3. In which town do you operate your business? 

Town   Tick  Code 

Buea  1 

Limbe  2 

Kumba  3 

Tiko  4 

4. What type of business do you operate? 

Business type   Tick  Code 

Farmer (agribusiness)  1 

Saloon  2 

Call box  3 

Buyam-Sellam  4 
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Construction  5 

Distribution  6 

Manufacturing  7 

Food processing  8 

Service sector  9 

Other………………………………………  10 

 

5. Category of the business. 

Business Category   Tick  Code 

Micro  1 

Small  2 

Medium sized   3 

 

6. Based on your experience, inadequate finance is one of the problems that hinder the 

growth of your business. Do you agree? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 

7.  High taxes and lack of clarity in the implementation of the tax code hinders the growth of 

you business. What’s your opinion on that? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 
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8. Corruption is one of the reasons why MSMEs like yours find it difficult to grow in the SW 

region. Is that true? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 

 

9. Transportation prices and the nature of the roads in the SW region have made it difficult 

for MSMEs explore their full growth potential. What do you think? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 

 

10. Regular electrical power failures act as an obstacle to the growth of your business. Do 

you agree? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 

11. Lack of technology is affecting the growth and performance of your business. Do you 

agree? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 
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Don’t know  3 

Agree  4 

Strongly Agree  5 

 

12. Instability and the Boko Haram uprising has affected the growth of your business. What 

do you think? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 

 

13. Lack of access to large markets like Nigeria have made it difficult for your business to 

grow? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 

14. Inadequacy of skills required to run your business has affected the growth of your 

business. Do you agree? 

   Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 
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15. Your business is performing well in the South West region. Do you agree? 

  Tick        Code 

Strongly Disagree  1 

Disagree  2 

Don’t know  3 

Agree  4 

Strongly Agree  5 

16. What are the key advantages that your business can exploit in the South West Region?  

  Tick  Code 

Fertile soil  1 

Cheap rents  2 

Culture   3 

Climate  4 

Good Roads   5 

Other………………………………………..  6 

 

17. What are the key challenges encountered by your businesses in the region? 

  Tick  Code 

Poor transportation  1 

High taxes  2 

Corruption  3 

Inadequate customers  4 

Competition    5 

Inadequate electricity  6 

Other………………………………………..  7 
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18. What can be done to improve the conditions and performance of your business in the 

South West Region? 

  Tick  Code 

Improve the transport network  1 

High taxes  2 

Fight Against Corruption  3 

Inadequate customers  4 

 

 

 

 



 
 

APPENDIX 2 – SPSS OUTPUT 

FREQUENCIES VARIABLES=x1 x2 x3 x4 x5 x6 x7 x8 x9 x10 x11 x12 x13 x14 x15 x16 

x17 x18  /ORDER=ANALYSIS. 

Frequencies 

Notes 

Output Created 27-APR-2016 15:27:49 

Comments  

Input 

Data 
J:\PAIDWA Thesis Folder\Kinge SPSS 

File 2.sav 

Active Dataset DataSet1 

Filter <none> 

Weight <none> 

Split File <none> 

N of Rows in Working 

Data File 

200 

Missing Value 

Handling 

Definition of Missing 
User-defined missing values are treated 

as missing. 

Cases Used 
Statistics are based on all cases with 

valid data. 

Syntax 

FREQUENCIES VARIABLES=x1 x2 

x3 x4 x5 x6 x7 x8 x9 x10 x11 x12 x13 

x14 x15 x16 x17 x18 

  /ORDER=ANALYSIS. 

Resources 
Processor Time 00:00:00.02 

Elapsed Time 00:00:00.01 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Statistics 

 Gender Age 

Group 

Business 

Location 

Typeof 

business 

Category of 

Business 

N 
Valid 200 200 200 200 200 

Missing 0 0 0 0 0 

 

 

 Inadequate 

finance is one 

of the 

problems that 

hinders the 

growth of 

your business 

High taxes 

and lack of 

clarity in the 

implementati

on of the tax 

code hinders 

the growth of 

your business 

Corruption 

hinders the 

growth of 

small 

businesses 

The cost of 

transportation 

hinders 

growth 

Regular 

power failure  

hinders 

business 

growth 

N 
Valid 200 200 200 200 200 

Missing 0 0 0 0 0 

 

Statistics 

 Inadequate 

access to 

technology 

hinders 

business 

growth 

Boko haram 

activities have 

an adverse 

effect on your 

business 

Inadequate 

access to 

markets 

hinders your 

growth 

Inadequate 

skills and 

training has a 

negative 

effect on your 

business 

performance 

Your business 

is performing 

well 

N 
Valid 200 200 200 200 200 

Missing 0 0 0 0 0 

 

Statistics 

 What are the key 

strengths of your 

business 

What are the key 

challenges faced by 

your business 

What should be done 

to improve the 

performance of your 

business 

N 
Valid 200 200 200 

Missing 0 0 0 

 

 



 
 

Frequency Table 

Gender 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Male 113 56.5 56.5 56.5 

Female 87 43.5 43.5 100.0 

Total 200 100.0 100.0  

 

Age Group 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

18-30 years 59 29.5 29.5 29.5 

31-40 years 104 52.0 52.0 81.5 

41-40 years 27 13.5 13.5 95.0 

50 years and 

above 

10 5.0 5.0 100.0 

Total 200 100.0 100.0  

 

Business Location 

 Freque

ncy 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Buea 50 25.0 25.0 25.0 

Limbe 50 25.0 25.0 50.0 

Kumba 50 25.0 25.0 75.0 

Tiko 50 25.0 25.0 100.0 

Total 200 100.0 100.0  

 

 

Type of business 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Farmer 19 9.5 9.5 9.5 

Saloon 20 10.0 10.0 19.5 

Call Box 25 12.5 12.5 32.0 

Buyam-Sellam 25 12.5 12.5 44.5 

Construction 31 15.5 15.5 60.0 

Distribution 31 15.5 15.5 75.5 

Manufacturing 27 13.5 13.5 89.0 
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Food 

processing 

15 7.5 7.5 96.5 

Service Sector 3 1.5 1.5 98.0 

Other 4 2.0 2.0 100.0 

Total 200 100.0 100.0  

 

 

 

 

Category of Business 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Micro 89 44.5 44.5 44.5 

Small 47 23.5 23.5 68.0 

Medium-

sized 

64 32.0 32.0 100.0 

Total 200 100.0 100.0  

 

Inadequate finance is one of the problems that hinders the growth of 

your business 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

2 1.0 1.0 1.0 

Disagree 14 7.0 7.0 8.0 

Don't know 11 5.5 5.5 13.5 

Agree 76 38.0 38.0 51.5 

Strongly Agree 97 48.5 48.5 100.0 

Total 200 100.0 100.0  

 

High taxes and lack of clarity in the implementation of the tax code 

hinders the growth of your business 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

1 .5 .5 .5 

Disagree 9 4.5 4.5 5.0 

Don't know 10 5.0 5.0 10.0 



76 
 

Agree 82 41.0 41.0 51.0 

Strongly Agree 98 49.0 49.0 100.0 

Total 200 100.0 100.0  

 

Corruption hinders the growth of small businesses 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

6 3.0 3.0 3.0 

Disagree 15 7.5 7.5 10.5 

Don't know 28 14.0 14.0 24.5 

Agree 74 37.0 37.0 61.5 

Strongly Agree 77 38.5 38.5 100.0 

Total 200 100.0 100.0  

 

The cost of transportation hinders growth 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

6 3.0 3.0 3.0 

Disagree 19 9.5 9.5 12.5 

Don't know 25 12.5 12.5 25.0 

Agree 68 34.0 34.0 59.0 

Strongly Agree 82 41.0 41.0 100.0 

Total 200 100.0 100.0  

 

Regular power failure  hinders business growth 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

2 1.0 1.0 1.0 

Disagree 10 5.0 5.0 6.0 

Don't know 6 3.0 3.0 9.0 

Agree 88 44.0 44.0 53.0 

Strongly Agree 94 47.0 47.0 100.0 

Total 200 100.0 100.0  
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Inadequate access to technology hinders business growth 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

4 2.0 2.0 2.0 

Disagree 13 6.5 6.5 8.5 

Don't know 22 11.0 11.0 19.5 

Agree 79 39.5 39.5 59.0 

Strongly Agree 82 41.0 41.0 100.0 

Total 200 100.0 100.0  

 

Boko haram activities have an adverse effect on your business 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

14 7.0 7.0 7.0 

Disagree 25 12.5 12.5 19.5 

Don't know 37 18.5 18.5 38.0 

Agree 62 31.0 31.0 69.0 

Strongly Agree 62 31.0 31.0 100.0 

Total 200 100.0 100.0  

 

 

Inadequate access to markets hinders your growth 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Disagree 14 7.0 7.0 7.0 

Don't know 14 7.0 7.0 14.0 

Agree 73 36.5 36.5 50.5 

Strongly 

Agree 

99 49.5 49.5 100.0 

Total 200 100.0 100.0  
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Inadequate skills and training has a negative effect on your business 

performance 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

7 3.5 3.5 3.5 

Disagree 19 9.5 9.5 13.0 

Don't know 30 15.0 15.0 28.0 

Agree 70 35.0 35.0 63.0 

Strongly Agree 74 37.0 37.0 100.0 

Total 200 100.0 100.0  

 

Your business is performing well 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Strongly 

disagree 

53 26.5 26.5 26.5 

Disagree 108 54.0 54.0 80.5 

Don't know 2 1.0 1.0 81.5 

Agree 28 14.0 14.0 95.5 

Strongly 

Agree 

9 4.5 4.5 100.0 

Total 200 100.0 100.0  

 

 

What are the key strengths of your business 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Fertile Soil 16 8.0 8.0 8.0 

Cheap Rents 39 19.5 19.5 27.5 

Culture 31 15.5 15.5 43.0 

Climate 47 23.5 23.5 66.5 

Transportatio

n 

47 23.5 23.5 90.0 

Other 20 10.0 10.0 100.0 

Total 200 100.0 100.0  
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What are the key challenges faced by your business 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Poor transport network 22 11.0 11.0 11.0 

High Taxes 46 23.0 23.0 34.0 

Corruption 44 22.0 22.0 56.0 

Inadequate 

Customers/clients 

34 17.0 17.0 73.0 

Competition 22 11.0 11.0 84.0 

Inadequate Electricity 

Supply 

20 10.0 10.0 94.0 

other 12 6.0 6.0 100.0 

Total 200 100.0 100.0  

 

 

 

What should be done to improve the performance of your business 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Improved transportation 

network 

31 15.5 15.5 15.5 

Better Tax Policy 24 12.0 12.0 27.5 

Eliminate Corruption 35 17.5 17.5 45.0 

Improved access to 

capital 

30 15.0 15.0 60.0 

Capital 74 37.0 37.0 97.0 

other 6 3.0 3.0 100.0 

Total 200 100.0 100.0  

 

 

 

 

 

 

 

 



80 
 

 

 

 

 


