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ABSTRACT 

 

 
The main aim of this research paper was to determine the perception of taxation on the growth 

of Micro enterprises in Cameroon, notably in Buea, South West and Douala I, Littoral 

Regions. Three research objectives were formulated to guide and direct the study. Specific 

objectives investigated the influence of tax rate, tax policy and types of taxes on the growth 

of Microenterprises. Descriptive research design was used for this study. A sample of 

266 respondents were selected using stratified random sampling from micro business 

owners in Buea, South West Region and Douala I, Littoral Region. The primary data 

obtained using questionnaire was analyzed using descriptive statistics and multiple regression 

model. Findings from the study revealed that tax rates have a negative significant effect on 

the growth of micro enterprises. Also tax policies have a positive effect on the growth of 

micro enterprises and types of taxes have a positive significant effect on the growth of 

micro enterprises. Since the types of taxes are determined by the level of income that 

the sole proprietors of micro enterprises receive, if better and favorable types of taxes are 

adopted, then they would boost expansion of micro enterprises. It is the recommendation 

of this research paper that more friendly tax policies be employed for micro businesses 

such as tax holiday, or introducing a growth limit with a level that is sufficiently stable to 

sustain payment of taxes. The study is further emphasizing on the view that the Tax 

agency, DGI, need to review its taxation procedures as well as heightened research on 

firm’s management procedures, the role of taxation policy and distribution of taxes on 

micro enterprises. 

 

 

Key words: Taxation, perception, growth of micro enterprises
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CHAPTER ONE 

 

 
INTRODUCTION 

 

 
1.1 Background to the study 

Micro enterprises are usually small individually-owned or family managed businesses offering 

basic goods and services. Microenterprises tend to lack organizational and management 

structures, and are generally characterized by uncertainty, innovation and evolution. Udechukwu 

(2003), notes that microenterprises are mostly sole proprietorships and partnerships, and only a 

few are registered as limited liability companies. Micro enterprises generally have a simple 

management structure, and in many cases the owner is the manager. With few employees who in 

most cases lack the appropriate skills and competencies. Given the simple management structure 

and extensive dependence on the owner, the lifespan of the enterprise is often dependent on the 

longevity of the owner and his/her interest in continuing the business. 

MSMEs (of which microenterprises constitute the largest proportion) are considered the most 

reliable engine of development for the less Developed Countries (LDCs). This is because they 

enjoy a wider geographical presence, ensure more equitable income distribution, employ a high 

number of poor persons, and facilitate diffusion skills (Panitchpakdi 2006). For MSMEs to 

achieve their goals the government has to provide the necessary infrastructure to the sector. One 

of the ways through which the government generates income is through taxes paid by MSMEs 

In recognition of the depth and breadth of the consequences of microenterprises in alleviating 

poverty and lack of job employment, there has been a deep-self interest in recent years for the 

development of microenterprises in less developed countries. The microenterprise is seen as a 

key to Cameroon's growth and alleviation of poverty and unemployment in the country. 

Therefore, the promotion of such enterprises in emerging economies like Cameroon is of 

paramount importance since it brings about an excellent distribution of income and wealth, 

economic self-dependence, entrepreneurial development and employment and a host of other 

positive, uplifting economic factors (Aremu, 2004). Moreover, in a country like Cameroon with 

an adverse Balance of Payment situation, the growing contribution of the micro industries sector 
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in Cameroon's export portfolio goes a long way in generating foreign exchange and smoothening 

out the adverse Balance of payment situation. 

There is general believes that the desired employment generation in this country can be achieved 

through the development of micro-enterprises (Schmitz 1995and Awosika 1997). Gunu (2004) 

and Aremu (2010) posited that micro enterprises provide income, savings, and employment 

generation. They are seen as real engines for the development of entrepreneurial capabilities and 

indigenous technology which will generate employment in the country. Micro enterprises 

constitute the basis for industry and natural economy in many countries. It has been estimated 

that microenterprises employs 22% of the adult population in emerging countries (Daniel 1994 

and Fisseha 1991). Micro Scales enterprises can be regarded as one of the essential element of a 

country’s development and this plays a crucial role in the economy of this nation. 

Tax is an obligatory and non-refundable contribution executed by the government for public 

purposes and payment cannot be avoided without attracting a punishment and in return of which 

no gain/quid pro-quo is promised by the government to the tax payer. Payment is not followed 

by concurrent benefit in return (Balunywa, 1988). 

To protect and control the operation of microenterprises, many countries in Africa have imposed 

several types of taxes which aim in protecting home/infant industries (protectionism) and 

guarantee fair competition among microenterprises. High tax rates and tax complicity discourage 

the growth of micro-enterprises (Oludele and Emilie, 2012). This has an economic impact on the 

growth of the economy in the given country. From an economic point of view, taxes increase the 

production cost of goods and services which would eventually lead to a higher price of 

goods/services to the final consumers. Also, the revenue collected from taxes represents the main 

funding source for governmental expenditures (Baurer, 2005). 

Taxes are broadly divided into two namely; direct and indirect taxes Lawal (1982). Examples of 

direct taxes include; income tax, corporation tax, capital gains tax, and inheritance tax. While 

indirect taxes are usually taxes on commodities or services, examples of indirect taxes include; 

value added tax, excise duties, import duties, purchase tax, and export duties (Aanu Ojeka1 2012). 

Tax revenue contributes to development and to welfare through three sources; financing public 

services and social transfers at a high level of quality, reallocating income and offering incentives 

for more employment and the efficient use of natural resources, (Holban 2007). This 

notwithstanding the profit generated by MSMEs is for the expansion of their businesses, so their 

income and need for survival ought to be taken to consideration when designing a tax policy. To 
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this effect, the tax policy should be one that would encourage MSMEs to move to the formal 

sector and limit tax evasion. 

Tax systems play an essential role in promoting growth, investment and innovation and enabling 

international trade and mobility. For Micro Scale enterprises’ key considerations are to minimize 

administrative loads while guaranteeing compliance, including making an allowance for the 

drivers and impacts of operating in the informal economy (ITD, 2007). Kolstad et al., (2006) 

showed that taxes are perceived to be a key problem for both young and old firms. Therefore, 

taxation has shown a way towards impacting micro enterprises. Despite the contribution that 

taxation can make concerning the Gross Domestic Product (GDP) generally, much attention is 

also required to the side effects of tax concerning the growth of micro enterprises. This is because 

Micro enterprises play an important role in driving economic development in both emerging and 

advanced countries. As a group, micro enterprises do not only generate more new jobs than big 

firms, but also introduce innovative ideas, products, and business approaches. 

If the tax structure is not sufficiently designed to the specific environmental conditions, it may 

create a more significant burden to the tax-paying organizations and eventually affecting the final 

consumer due to the shifter effect ability of tax. Microenterprises in developing nations often 

face problems when dealing with tax matters. It would be rare, certainly not to hear criticisms 

about the complexity and/ or ambiguity of the tax laws, high tax rates, and the absence of an 

integrated fiscal strategy that takes social taxes, and local taxes and dues into account when 

determining the total tax burden placed on the business community (Baurer, 2005). This implies 

that as a policymaker and regulator, the Government must consider the factors that could affect 

the competitiveness of the enterprises. Assessing the impact of tax systems on Micro enterprises 

is not merely a matter of looking at tax rates. 

Oludele 2012 argue that high tax rates and tax complicity discourage the growth of MSMEs and 

this has an economic effect on the growth of the economy. Taxes increase production cost of 

goods and services and as a result the final consumers suffer from high prices of these 

commodities. Meanwhile, the revenue collected from taxes represents the major funding source 

for governmental expenditures (Baurer, 2005). If the tax structure is not adequately designed to 

the specific environmental conditions, it may create a greater burden to the taxpaying 

organizations and eventually affect the final consumer due to shifting tax ability. 

It has also been perceived that less care has been given to the side effects of tax concerning the 

growth and development of microenterprises despite their contribution in the overall GDP of the 
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country. The situation rises a serious worry about the issue of aligning the tax-planning system 

to the specific requirements of a specific country’s growing need, as it has attain equilibrium both 

short-term and long-term impact of the policy. This also causes the need for an in-depth study of 

the diverse issues, foiling the development and application of effective tax policy and system, 

mainly in the context of micro enterprises. Consequently, the present study anticipates to do fill 

this knowledge gap by addressing the key objective of tax rate, tax policy or system impact 

assessment on the progress of micro-enterprises in South West (Buea) region and Douala I 

(Littoral) regions of Cameroon. 

1.2 Statement of the Problem 

There is a general perception that taxes are an important source of funding for government 

operations, projects and programs, development of the economy and the provision of basic and 

essential socio-economic services. The problematic here is in the area of negative relationship 

between taxes and the businesses’ ability to sustain and to expand. Micro enterprises are faced 

with the problem of high tax rates, complex tax regulations and lack of proper education about 

tax and related issues. In Cameroon, tax rate ranges between 10 and 35%, depending on yearly 

income threshold. Those earning more than CFA 5 million per year have to pay a 35% rate income 

tax. This 35% tax rate is high for Micro-enterprises earning an annual revenue of 15million CFA. 

Tax policies has to do with registration processes, time and cost. Business license and the 

agreement for the operation of Micro-businesses takes 15 steps with an average cost of 1094.2% 

of the GNI per capita (World Bank, 2008). It takes about 654 hours to comply and make 46 tax 

payments in Cameroon. These factors have led to increased record of close-up of Micro Small 

and Medium Size Enterprise (MSMEs).With this record, Cameroon occupies the bottom 8th 

position in Africa. Payments consist of 13 of profit, 12 of labor and 19 others 

(PricewaterhouseCoopers2013). Literature reviews on the Perceptions of tax rates, tax policies 

and the different types of taxes for Micro-enterprises are yet to be known coupled to the fact that 

limited literature exist to prove such in Buea, South West and Douala I, littoral regions of 

Cameroon, such has motivated the enthusiasm for the research. 

1.3 Objectives of the study 

1.3.1 Main objective 

 The main objective of this study is to examine the perception of taxation on the growth 

Microenterprises in Buea, South West and Douala I, littoral region. 
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1.3.2 Specific Objectives 

1. Examine the perception of tax rates on the growth of microenterprises in Buea, South West 

and Douala I, Littoral Regions. 

2. To investigate the perceptions of tax policies on the growth of micro businesses in Buea, 

South West and Douala I,ittoral Regions. 

3. To investigate the perceptions of the different types of taxes and how they can be used to 

guarantee fair competition amongst microenterprises in Buea, South West and Douala I, 

Littoral Regions. 

1.4 Research Questions 

 
1.4.1 Main Research Question 

What is the perception of taxation on the growth of Microenterprises in Cameroon: case study: 

South West region (Buea) and Douala I, (Littoral) Region. 

1.4.2 Specific Research Questions 

1. What is the perception of tax rates on the growth of microenterprises in Buea, South West 

and Douala I, Littoral Regions? 

2. What is the perceptions of tax policies on the growth of micro businesses in Buea, South West 

and Douala I,ittoral Regions? 

3. What are the perceptions of the different types of taxes and how can they be used to guarantee 

fair competition amongst microenterprises in Buea, South West and Douala I, Littoral 

Regions? 

1.5 Research Hypothesis 

1.5.1 Main Hypothesis 

H°: Taxation has no significant effect on the growth of Microenterprises in Buea, South West 

and Douala I, Littoral Regions. 

1.5.2 Specific Hypothesis 

H¹: Tax rates has no significant effect on the growth of Microenterprises in Buea, South West 

and Douala I, Littoral Regions. 

H²: Tax policies have no significant effect on the growth of Microenterprises in Buea, South West 

and Douala I, Littoral Regions. 

H³: Types of taxes has no significant effect on the growth of Microenterprises in Buea, South 

West and Douala I, Littoral Regions. 
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1.6 Significance of the Study 

The findings will benefit the different stakeholders as explained below: 

 
To the taxpayers 

 
This research will enable taxpayers to know why they should pay taxes, to whom and what form 

of taxes they are entitled to pay. Moreover, this research will allow taxpayers to understand the 

vital role tax plays in the development of the economy. In addition to easing the responsiveness 

of microenterprises owners to their liabilities. 

To the Government 

 
This study will enable the government, to revise tax rates downwards and fight corruption 

amongst tax collectors and bring out possible solutions which will allow Micro-enterprises to 

enhance their growth. 

To the Researcher 

 
This study is a research project submitted to the Department of Business Studies in partial 

fulfilment of the requirements for the award of a Bachelor of Science (B.Sc.) in Management and 

Entrepreneurship. 

This research will enable the researcher to learn more about taxes and especially how taxpayers 

are being assessed, and the various taxes business operators are entitled to pay. However, to ease 

understanding of the interaction of microenterprise taxes in Buea and Douala. 

To the Research Community 

 
This study will equally contribute to knowledge acquiring in the same field of study and serve as 

a source of reference for other researchers for future study. 

To the General public 

 
This study will create awareness to the general public, to learn that every business has to pay 

different forms of taxes. This is because a tax is a necessary operational business expense. 

1.7 Scope of the Study 

This research mainly focuses on the impact of taxation upon the growth and development of 

Microenterprises in Cameroon more particularly in Buea, South West and Douala I, littoral 

region. The study only delimits itself on the challenges of the tax rate, tax policies in Cameroon 

to Microenterprises and how it can affect micro businesses. 
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1.7.1 Thematic Scope 

In this study, the scope of variables comprises of taxation and growth. The study would be carried 

to depict how severe tax can be to the growth of Microenterprises in the South West region (Buea) 

and Douala I, (littoral) region. Growth will be measured on a Likert scale process, i.e. Income 

generation, employment, assets and registration process. This work will be fulfilled within six 

months. 

1.7.2 .2 Description of the Study Area(s) Buea, South West 

The South-West region represents Cameroon in miniature, with a complete package of 

Cameroon’s ethnic and cultural diversity, and ecological niches. Home to academic institutions 

and colleges of colonial heritage, this region trains high quality manpower. The climate is 

attractive to diverse agricultural commodities. The human capital and richness of the earth, 

coupled with abundant land resources, makes this region attractive to both large-scale and small- 

scale intensive agrarian businesses. Rich in fishery, forestry and wildlife resources, the region is 

an ecological paradise. Only a fort-minute drive from the sea and the airports of Douala, it is an 

ideal location for export-oriented investments, particularly in the manufacturing sector. The near- 

temperate climate at the foot of Mount Cameroon and the tropical climate along its coastline 

make the region conducive for locating business endeavours. Buea has moderate economy with 

agricultural, administrative, business, tourism and the financial sector taking the central stage of 

the town. Agriculture (plantations, smallholders, local farmers) due to its fertile volcanic soils. 

Estates include CTE tea Farms, CDC banana as well as smallholders’ palms and tea farms. 

Buea is presently the head quarter of the South West Region of Cameroon. Buea has a projected 

population of above 200.000 peoples (2005 BUCREP figures and yearly growth rate of 5% as 

per UN forecasts for urban population growth rate for Africa) constituting basically the Bakweris 

(the indigenes) in the villages and exceedingly cosmopolitan population within the urban space 

leaving the indigenes at a minority. The Bakweri language spoken by the natives is written and 

documented. English and French are two official languages used for communication while pidgin 

is the lingua franca. The average life expectancy of this area is 50 years (1999 statistics) literacy 

rate is on the upsurge with some 60-75% of the youths having access to education. 

Buea is one of the fastest developing towns in Cameroon nowadays with a mix cosmopolitan 

setting and a collection of about 67 villages. These villages are occupied by the Bakweris who, 

according to social scientists, have existed around Mount Cameroon for at least 4,000 years. Its 

urban rims now include Molyko, Buea station, Muea, GRA, Mile 16, Clerks and Federal quarters, 

Great Soppo, Likoko-Membea, Bokwaongo, and Bonduma. 
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The South West Region of Cameroon constitutes part of the territory of the Southern Cameroons. 

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

speaking) regions of Cameroon. 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 divisions. 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 1 153 125 

inhabitants and covers a surface area of 25 410Km². Important towns include the capital Buea, 

Limbe, Tiko, Kumba, considered as the industrial towns of the division and Mamfe. These major 

towns have developed into cosmopolitan settlements with people from most of the country and 

even neighboring countries like Nigeria, Guinee and so forth who have settled in the towns for 

business activities. 

The main economic activities of the South West Region include; agriculture, tourism, trade, 

fishing and hunting. The map of the area of coverage is illustrated below: 

 

 

 
Figure 1.1The Map of South West Region 

Source: Google Maps. 

Discovered in 1472 by a Portuguese sailor named Fernando Poo, the city of Douala lay within 

the geo-coordinates of latitude 04 3N (4.04827) and longitude 009 42E (9.70428) with IATA city 

code DLA and located along the banks of river Wouri. Being the economic capital of Cameroon 

http://www.prc.cm/en/cameroon
http://www.prc.cm/en/cameroon
http://www.prc.cm/en/cameroon
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and the capital of the littoral region, it is divided into seven central districts: Bonanjo, Akwa, 

Bonapriso, New Bell, Bonaberi, Deido, and Bassa, with Akwa as the central business district. It 

has a population of about 2.5million people and a surface area of 210 km2 (80 sq. mi), hence a 

population density of about 11,904 inhabitants/km2 (Presidency of the Republic of Cameroon, 

n.d. ;All About Cameroon, n.d. ; Geoban.d.; Index Mundi n.d.; Cameroon Infotourismen.d. ; 

Tansi 2011:29). 

Douala is the wealthiest and most urbanized city in Cameroon that attracts about 100,000 

migrants annually for businesses, leisure, employment, and investment (Les Ateliers 2013:2). 

From 1987 through 2005 to 2012 (809 852, 1 907 479 and 2 446 945 respectively) the number of 

inhabitants in the city has increased dramatically with an annual growth rate of 3.62%, making it 

the fastest growing city in the country, with an estimated population of 4 million inhabitants by 

2025 (Les Atelier 2013; World Gazetteer, 2013). 

As the population increases, the demand for goods and services to meet household needs and 

wants increases. To support the growing population, job creation is paramount. As a business 

hub, Douala is home to most of the country’s enterprises and diplomatic mission such as those of 

Turkey, USA, Italy, India, Denmark, Israel, Nigeria, Senegal, Canada, Belgium, France and Mali 

(Douala City, n.d.). 

Of all the enterprises in the country, 35.1% are located in Douala of which 89% are owned and 

managed by sole proprietors, most Cameroonians. In 2008, enterprises in Douala accounted for 

59.7% of the total turnover of 10 225 billion FCFA (about €15 million), 47.1% of permanent jobs 

in the country and 31% of the country’s GDP (Euromonitor International 2013; NIS/GEC 2009). 

The presence of a ring road that connects the city to all parts of the country has given the city an 

edge in addition to its economic potential. The largest seaport in Central West Africa, the Douala 

port has a carrying capacity of 6million tons of cargo per year and constitutes 95% of all entry 

and exit of imports, exports and goods to the CEMAC countries. For this reason, it serves as a 

transit hub to the rest of the CEMAC countries such as Chad, Congo, Central Africa Republic 

(World Bank 2010a, 2010b). The map of the area of coverage is illustrated below. 
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Figure 1.2 Map of Douala littoral 

Source: Google Maps. 

 

 

1.8 Organization of the Study 

This research comprises of five chapters, with chapter one providing a background study, problem 

statement, research objectives and questions, significance of the study, the scope of the study, 

description of the study areas, the organization of the study and finally the definition of key terms. 

Chapter two is focalized on the literature, theoretical framework, conceptual and empirical 

review. Chapter three will be oriented towards the research methodology, and it describes the 

research design, analytical approach and the validity of the research. Chapter four will constitute 

the presentation and analysis of the data, implication of the results and limitation of the research 

study. And chapter five will carry the summary of findings, conclusion, recommendations and 

suggestions for further research. 

1.9 Definitions 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). 
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Micro Enterprise 

 
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 annual 

revenue of 15 million FCFA, while small firms refer to those that employ 6-20 employees with 

having a yearly turnover 15-100 million. 

Compliance cost: Compliance costs are the costs which taxpayers and others incur in meeting 

obligations imposed under tax legislation. 

Tax burden: the total amount of tax paid by the citizens of a country in the form of Income tax, 

corporate tax, Value-Added tax and vice versa. 

Growth 

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

Growth can occur as a stage of evolution or a process towards fulfilment. In the context of this 

study, growth refers to the increase in the returns and turnover of Microenterprises in Buea and 

Douala regions of Cameroon. 

Opportunity 

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

something. In the context of this study, it refers to conditions that can enable Micro enterprises 

to grow in Buea and Douala regions. 

Profitability 

 
The term profitable means; producing a benefit or monetary. In the context of this study, it refers 

to how profitable taxation is to the government and the various taxpayers. 

Tax 

 
Tax is a statutory compulsory contribution imposed by the government exacted from a person’s 

or entities income, property or transactions to fund the government. 

Hugh Dalton defined a tax as “contribution imposed by a public authority, irrespective of the 

exact amount of services rendered to the taxpayer in return, and not imposed as a penalty for any 

legal offence”. 
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Tax compliance 

 
The degree to which a taxpayer fails to comply with the rules of taxes of his country. 

 
Taxation 

 
Taxation is the study of how the government imposes on and collects taxes from, the income and 

wealth of individuals and corporations to finance its social and regulatory activities (Cheyo, 

2015). 

Tax base 

 
A tax base is a total amount of assets or income that can be taxed by a taxing authority, normally 

by the government. It is used to calculate tax liabilities. This can be in different forms, including 

income or property. 

Tax system 

A legal system for assessing and collecting taxes. 

 
Tax rates 

A tax rate is a percentage at which an individual or corporation is taxed. 

 
Tax Policy 

Tax policy is the choice by a government as to what taxes to impose, in what amounts, and on 

whom. It has both microeconomic and macroeconomic aspects. The macroeconomic aspects 

concern the general amount of taxes to collect, which can inversely upset the level of economic 

activity; this is one component of fiscal policy. The microeconomic aspects concern problems of 

fairness (who to tax) and allocative efficiency (i.e., which taxes will have how much of a 

misleading effect on the amounts of several kinds of economic activity). 

Business enterprise 

The activity of providing goods and services involving financial and commercial and industrial 

aspects. 

Compliance cost: Compliance costs are the costs which taxpayers and others incur in meeting 

obligations imposed under tax legislation. 

 
Tax Structure 

A composition of how tax in an economy depends on its tax base, tax rate, and how the tax rate 

varies. 
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CHAPTER TWO 

 
LITERATURE REVIEW AND THEORETICAL FRAMEWORK 

 

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

this research is done. In the first phase, it starts by introducing a conceptual study of taxation 

(types, uses, characteristics, e.g. direct taxes, indirect taxes, subsidies, tax as a tool for generating 

revenue, tax as a tool for fiscal policy and characterization of enterprises generally and within the 

laws of Cameroon). The chapter also establishes an empirical and theoretical review before 

identifying gaps in the current literature. 

2.1. Conceptual Review 

2.1.1 Concept of Taxation and Tax rate 

Tax Rate is often defined in terms of the marginal and the average tax rates. 

 

 Marginal Tax Rate (MTR): It refers to that proportion of income that is absorbed by taxation 

as income increase on charges. In effect, it measures that proportion of the last franc that is 

paid as tax when income increases (changes). 

 Average Tax Rate (ATR): This is that proportion of total income that is taken up by taxes. In 

effect, it measures the total tax paid expressed as a proportion of total income at all levels of 

income. 

In Cameroon, the personal income tax rate is a tax collected from individuals and is imposed on 

different sources of income like labor, pensions, interest and dividends. The benchmark for tax 

rate used in Cameroon refers to the top marginal tax rate for individuals. Revenues from the 

personal income tax rate are an important source of income for the government of Cameroon. In 

Cameroon, tax rate ranges between 10 and 35%, depending on yearly income threshold. 

Tax rates threshold ranges as follows: 

 

 10% - CFA 0 to CFA 2,000,000 

 15% - CFA 2,000,001 to CFA 3,000,000 

 25% - CFA 3,000,001 to CFA 5,000,000 

 35% - More than CFA 5 million 

 
Note that an additional 10% municipal tax applies to the calculated tax amount. 
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Taxation can be define as a compulsory or coercive money collection by a levying authority, 

usually the government. The term "taxation" applies to all kinds of involuntary levies, from 

income to capital gains to estate taxes. According to McLure (2015), taxation is a mandatory 

financial charge or some other type of levy enforced upon a taxpayer (an individual or other legal 

entity) by a governmental organization to fund a number of public expenditures. 

Taxation is seen by Aguolu (2004), as an obligatory levy by the government through its agencies 

on the income, consumption and capital of its subjects. These levies are made on personal income, 

such as business profits, salaries, interests, discounts and royalties, dividends. It is also levied 

against the company’s profits, petroleum profits, capital gains and capital transfer. 

According to Adams (2001), taxation is the most vital source of revenue for contemporary 

governments, typically accounting for ninety percent or more of their revenue. Tax is a common 

source of income cohort for financing government activities. Individuals and organizations are 

expected to fulfil their obligations on tax payments as required by law to give the government the 

financial power, amongst other aims of taxation. Effective taxation, therefore, becomes essential 

as it is a source of required economic power for a government to rule its territory. 

Taxation is the study of how the government imposes on and collects taxes from, the wealth and 

income of individuals and corporations to finance its social and regulatory activities (Cheyo, 

2015). 

2.1.1.1 Types of Taxes 

A) Direct Taxes are those levied on the income and property of individuals. The payers of direct 

taxes bear the direct burden (incidence of taxation) since they pay directly to the state. Direct 

taxes usually fall on income taxes, project taxes, poll taxes and capital taxes. As proposed by 

(Lawal, 1982). 

Also, direct taxes are levied on the income and wealth of individuals and the profit of companies. 

The burden of these taxes is allowed by the person or the company responsible for paying the 

taxes. Examples of direct taxes are; 

1. Income tax: As seen below is the largest source of revenue. A certain amount of a person’s 

income will be tax-free. The rest of the amount is known as taxable income. It is taxed at higher 

rates as income increases. 
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2. Corporation tax: This is the tax on the profit of all companies resident in Cameroon whether 

the benefits are earned at home or abroad. This tax is charged after allowance for such things as 

interest on loans and depreciation of capital. 

3. Capital gains tax: This particular tax is levied on the increase in the value of certain assets for 

examples shares between the time of their purchase and the time of their sale. There are notable 

exceptions for such things as a personal private residence, private motor cars, and winnings from 

gambling and capital gains on government securities. 

4. Inheritance tax: This tax applies to transfers of wealth made on death above a certain amount. 

It is a proportional tax. 

5. Other direct taxes are; Pull tax, Stamp duty, Rate, ‘Patent’. 

 
B) Indirect taxes: are usually taxes on commodities or services such as duties on beer, cement, 

petrol, purchase tax on furniture. The incidence of taxation does not fall directly on the payers of 

indirect taxes. The wholesaler, manufacturer or the retailer first pay indirect taxes and later on 

passes them on to the consumers of commodities in the form of high selling prices. When 

somebody buys an article on which indirect tax has been levied, he does not know the proportion 

of what he spends on the article as a tax. Typical examples of indirect taxes are; 

Value added tax (VAT): This is a general sales tax which applies to a wide range of goods and 

services. The standard rate of VAT in Cameroon is currently 19.25%. Firms add VAT to the value 

of their outputs, but they deduct from this figure the amount of VAT already paid on their input. 

So they pay VAT only on the value added by their particular activities. Certain goods and services 

are given special treatment; they are either exempted or zero-rated. When products are exempt, 

the firm does not charge its customers any tax, but he cannot claim back any VAT, already paid 

on its inputs. Exemption form applies to land (including rent), insurance, Postage, bathing and 

gaming, finance, education, health services, burial and cremation. Zero-rating means complete 

relief from VAT. A firm does not charge VAT on the goods it sells, and it can reclaim any VAT 

which it has paid on its input. Zero-rating applies to exports, food (except meals out) children’s 

clothing’s, footwear, books, newspapers, construction, passengers transport, drugs, medicine on 

prescription and certain supplies to charities. Since VAT is not levied on export (i.e. exporters 

can reclaim any VAT already paid on the goods). It should provide some incentive for exporters. 

Excise Duties: These are specific taxes levied mainly on volume. Most of the revenue from these 

duties comes from three sources which are tobacco, alcoholic drinks and hydrocarbon oil. 
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Import duties: Also known as Tariffs are taxes levied on goods which are coming into a country. 

In West Africa, import duties form a substantial part of government revenue. This is due to some 

factors. At this stage of their development, West African countries import a variety of 

commodities upon which import duties are levied. 

1. Purchase tax: This is imposed on a range of selected consumer durables such as cars, cameras, 

radiograms and television sets. 

2. Export duties: These are taxes levied on goods which are exported into other countries. Such 

taxes are levied on cocoa, palm oil, groundnuts, hides and skin, cotton to mention a few. 

2.1.1.2 The Nature of taxation 

The system of taxation adopted in a country may be progressive, regressive or proportional. In 

many countries, all three methods are adopted to ensure that all people are taxed. 

1. The Progressive Tax System: A tax is progressive when it takes a more significant percentage 

of income or wealth from the higher income or wealthier groups. As taxable income increases, it 

becomes subject to higher rates of taxation. 

2. The Proportional Tax System: This tax system imposes the same percentage of taxation on 

everyone, regardless of income. The amount of the tax to be paid is obtained by applying a fixed 

rate of tax on the assessment base of the tax. The tax rate remains constant whatever the amount 

of the assessment base. Though favored by the economist, Adam Smith, a proportional system of 

taxation is nowadays regarded as being less equitable than a progressive system. 

3. Regressive tax system: Taxes are regressive when they take a more significant percentage of 

income or wealth from the poor. Flat rate taxes, such as the excise duties on tobacco, beer and 

petrol, act regressively since the amount of tax included in the prices of these goods represents a 

higher percentage of the incomes of the poorer groups. 

Tax Rate: This is often defined in terms of marginal and average tax rates. 

 
4. Marginal (MTR): It refers to that proportion of income that is absorbed by taxation as income 

increase on charges. In effect, it measures what portion of the last franc that is paid as a tax when 

income increases (changes). 

It is given as = 
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5. Average Tax Rate (ATR): This is the proportion of total income that is taken up by taxes. In 

effect, it measures the total tax paid expressed as a proportion of total revenue at all levels of 

income. 

It is given as = 

 
It should be noted that it is the average tax rate that indicates whether a particular tax system is 

progressive, proportional or regressive. An income tax is, therefore: 

• Progressive when MTR > ATR 

 
• Regressive when MTR < ATR 

 
• Proportionate when MTR = ATR 

 
2.1.1.3 The Principles or Canons of Taxation 

Canons of taxation describe the basic principles to be followed by government and local 

authorities in formulating their taxation policies so as to optimize their tax system. This is based 

on the ideal of harvesting as much as possible taxes, while minimizing the effects of taxes on 

individuals and activities. 

According to the economist, Adam Smith, governments have to observe four principles when 

formulation taxation policies. 

Table 2.1 Principles of Taxation 

 
Canons Description 

Equity Equity in taxation expresses the idea that taxes should be fair as one of 

the principles that guide tax policy. Equity can be either, vertical or 

horizontal. “Horizontal Equity addresses questions of whether or not a tax 

system makes arbitrary distinctions among taxpayers, or distinctions 

based on irrelevant criteria. For example, it violates the principle of 

horizontal equity if one person buys an item in a local store and must pay 

sales tax, while another person buys the same item over the Internet, and 

does not pay sales tax. Vertical Equity addresses questions of how people 

at different income levels should be tax, taking into account their relative 

abilities to pay. With vertical equity it is expected that high income 
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Canons Description 

earners pay a larger percentage of their income in taxes than lower income 

earners. 

Certainty Tax payers should know how much tax they have to pay, when it must be 

paid and how much must be paid. They should be able to assess their tax 

ability from information provided and should not be subject to tax 

demands made in an arbitrary fashion. 

Convenience Taxes should be convenient for tax payers to pay and for the government 

to collect. Taxes should be easy to pay and the timing of their payment 

should also be appropriate. 

Economy The cost of tax collection and administration should be small in relation 

to the total revenue for both the government and tax payers. 

Source: Author’s processing data 

 
From class lectures the following where obtain; flexibility, efficiency, unharmful to effort, 

acceptable, adjustable and automatic stabilizer. 

2.1.1.4 Cameroon Tax System and Regulation 

The Cameroonian idea of income taxation is the same as in industrialized countries. There are 

two main income taxation systems, one for people and the other for entities. 

The turnover is also subject to taxation: the turnover tax (Taxes sur les Chiffre d’Affaires), is 

exhibited by the final consumer, with a variable rate (general rate: 17%, reduced rate: 8%, ad 

valorem excise duties: 25%). 

I. INDIVIDUAL INCOME TAXATION 

 
Two questions must be answered about foreign individuals: the initial question is the liability and 

the second is the rate. 

A) LIABILITY 

 
Three rules determine whether an individual is a Cameroonian tax resident. According to these 

rules, one is liable to individual income tax if: 

• One’s principal income comes from an entity subject to company income taxation in Cameroon 
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• One’s income is deducted from profits made by the management in Cameroon. 

 
• An individual subject to tax income spends more than 183 days yearly in Cameroon 

 
These rules apply when there is no double taxation treaty otherwise applicable. Cameroon has 

such agreements with; Canada, United States, and France. 

B) REGULATION 

 
1. CLASSIFICATION 

 
There are two kinds of individual income taxes: proportional tax (taxes proportionelle sur les 

traitements et salaires) and Progressive overtax (surtaxes Progressive). 

a) Proportional Tax (taxe proportionnelle sur les traitements et salaires) 

 
• The proportional tax is based on the overall gross sum of paid salaries and awarded material 

advantages subtracted by 20% for professional expenses. 

• These material advantages are evaluated in lump sums. 

 
• The proportional tax is calculated at a global tax rate of 6.60 %. 

 
b) Progressive Overtax (surtaxes Progressive) 

 
• The net taxable income is established on the salaries used as a basis for the proportional tax, 

subtracted by certain expenses. 

• The net taxable income is split into a certain number of shares while taking into account the 

taxpayer’s family. 

• Each share of income is subject to taxation according to a progressive scale varying from 0 % 

to 60 %. 

• The progressive overtax owed by the taxpayer is equivalent to the tax produced by the scale and 

the amount of parts. 

• The progressive overtax cannot fall under 3,000 FCFA. 
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II. COMPANY INCOME TAXATION 

 
Company income tax must be financed by the Sociétés de Capitaux (limited companies) and by 

Sociétés Civiles (civil partnerships), either when they have preferred the corporation tax 

administration or when at least one of their partners is a corporation. 

Only profits produced in Cameroon by way of industrial or commercial activity are subject to 

taxation. This also refers to foreign companies unless there is a tax treaty between their country 

and Cameroon dodging double taxation. 

Taxation is established based on profits made during the former fiscal year closing on June 30th. 

There are two main categories of company income taxation: 

I. A proportional tax on income floating capital (PTOFC) – taxe proportionnelle sur les revenus 

de capitaux mobiliers (TPRCM) 

II. Corporate tax (impôt sur les sociétés) 

 
1. A proportional tax on income floating capital (PTOFC) – taxe proportionnelle sur les revenus 

de capitaux mobiliers (TPRCM) 

There are four types of income that are subject to proportional tax on income floating capital: 

 
a) Income allocated by Cameroonian companies includes: 

 
Income-based distributions: all income which has not been kept or re-incorporated into the 

company. 

Non-income-based distributions: independent sums put at the shareholder’s disposal 

 
b) Profits made from negotiable interests; 

 
c) Profits made from investments; 

 
d) Gains made by foreign companies in Cameroon. 

 
When these companies do not gain from a bilateral treaty with Cameroon, profits are considered 

as distributed to foreign persons. 

2. Company Income Tax 

 
Company income taxation can be classified into two broad categories: 

 
a) Company income taxes: the unified UDEAC tax and the internal production tax. 
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The Unified Custom Union of Central African States (UDEAC) tax is paid by industrial 

companies whose duties extend to other UDEAC countries. This tax is paid only once at the final 

stage of production 

The domestic production tax is paid by industrial companies which are of particular interest to 

Cameroon’s development 

b) Specific taxes on certain products, the rates of which are independent of the company’s 

income. 

2.1.1.5 Tax as a tool for Generating Revenue 

Several authors have defined the term revenue in different ways. Adam (2006) defined revenue 

as the fund needed by the government to finance its activities. These funds are generated from 

various sources such as taxes, borrowing, fine, fees etc. It is also defined as the overall amount 

of income that accrues to an organization (public or private) within a specified period (Hamid, 

2008). States revenue consist of receipt from taxation including those which are not the gains of 

taxation, but of either the fruition from the sale of government properties or other interests and 

returns from loans and investment earning. Bhatia (2001) claims that revenue receipt includes 

“routine” and “earned” income. For these reasons, according to him, revenue does not include 

borrowing and recovery of loans from other parties, but it provides tax receipts, grants, donations, 

fees and fines and so on. 

Likewise, Pearce (1986) defined government revenue as all the money received other than from 

the issue of debt, bankruptcy of investments. Government revenue includes tax collections, 

diverse revenues, charges, utility and insurance trust revenue for all funds and agencies of a 

government. Public revenue according to Stephen and Osagie (1985) is concerned with several 

ways in which the government increases revenue. From the above definitions, it can be said that 

revenue is the total amount of income ensuing to a state from several sources within a stated 

period. The state government, as the second rank of government, has sources and uses of revenue. 

Osisami (1994) claims that two types of revenue ensue to state governments. These are internally 

generated revenue and revenue allocated from the State Account. 

Internally generated revenue are those revenues that are gotten within the state from multiple 

sources such as taxes (pay as you earn, direct assessment, capital gain taxes, etc.) and motor 

vehicle license, among others. While the statutory allocation from Federation Account, Value 

Added Tax constitute the external source. Most states of the federation get the majority of their 

revenue in the form of authorized distribution from the federation account to finance their 
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expenditure programmes. (Mukhtar, 1996; Isyaku, 1997; Abdulkadir, 1998; Ibrahim, 2002; Ishaq, 

2002 and Hamid, 2008). State governments as the second rank of government in Nigeria gets her 

revenue from diverse sources. Nevertheless, it should be noted that sources of revenue are by no 

means identical among the states. States make out their revenue depending on the resources 

available to them; (Anyafo, 1996; Daniel, 1999; and Adam, 2006). The share of federation 

account to states forms 57.97% in 2002 of the total revenue plus grant, and this rose to 65.82% 

in 2006; while local revenue dropped from 13.38% in 2002 to 8.11% in 2006 (CBN,2006). 

Revenue is one of the sources of income generation. Hassan (2001) defined revenue as tolls, 

taxes, penalties, rates, fees, rents, dues, penalties and other receipts of government from whatever 

source arising over which legislature has the power of seizure including earnings of loans raised. 

Section 160 (9) of the 1989 Federal constitution and section 5, 162 (10) of 1999 law defined 

revenue as any income or returns ensuing to, or gotten by the government from any property 

belonging to the government, any return by way of interest on loans and dividends in respect of 

shares or interest reserved by the government, in any company or legal body unexpected sources 

resulting from a particular environment, tolerant sources from normal operations and legal 

sources recognized by the Nigerian constitution. For an effective revenue generation, revenue 

control mechanism is put in place to guarantee timely collection of government revenue, and 

guaranteeing that amount due is collected as well as ensure that revenue generated is paid to the 

coffers of government. 

The government raises its revenue from various sources by using different mechanisms. Taxes 

constitute a vital source of government revenue. Taxes include income taxes on persons and 

companies, domestic taxes on goods and services, wealth and property, and external trade taxes. 

A substantial share of total revenue is non-tax revenue such as income from agricultural 

marketing boards, mineral sources and oil revenue, as well as other sources in Cameroon. 

Government total revenue is equal to tax revenue plus non-tax revenue and other sources. Import 

duties seem to be a significant source of government's revenue in Cameroon, much more than 

export taxes. 

Since the 1960s more than 60% of government revenues have been fiscal revenue with much less 

than 40% from other sources in Cameroon. But the fiscal revenues include direct taxes, 

registration fees, stamp duty and customs duties. 

An increase in revenue over time may reflect greater coverage and the inclusion of some oil 

revenue. Recently the government is trying to increase its tax revenue by broadening the tax base 
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and improving tax administration. Customs services are being restructured to improve their 

effectiveness, tolls are being levied on some major roads, and tax exemptions are being reduced. 

Tax collection is being computerized for better management and detection of non-compliance of 

tax laws. But with growth in income and trade liberalization, foreign trade tax revenue would 

tend to decline over time. (Cameroon’s Fiscal Policy and Economic Growth, RP 85, November 

1998). 

2.1.1.6 Tax as a tool for Fiscal Policy 

As it is commonly defined fiscal policy is the use of public spending and taxes to stimulate 

economic activity towards more expansion or retrenchment depending on the situation. All along 

history of economics, views and theories on the efficiency of fiscal policies have been most of 

the time opposing. 

The choice to public finances as a tool to stimulate economic activity properly began during the 

great depression in 1929. Beforehand, the budget had no economic role it was only assigned to 

prevalent spending of the central administration. Definitely during the 1930’s‟depression’’ some 

governments have started considering the budget as an economic policy tool. The examination 

from the British economist John Maynard Keynes has given a theoretical base for such policies, 

showing that public spending and tax revenues are an efficient tool to regulate economic cycles. 

In 1929 the recession was very severe, for instance in 1933 one American worker in every four 

was unemployed. Additional to that, 25% unemployment rate, 20% of New York City school 

children were underweight and malnourished. In this context, the public intervention was quasi- 

compulsory and necessary. The US government announced a comprehensive economic plan, the 

New Deal, to address these issues. In the first years, the plan was concerned with relief (food and 

shelter for millions of indigents and unemployed). Then the policy shifted towards recovery 

(creation of state agencies such as the National Recovery Act in 1933, and the National Industrial 

Recovery Act). 

Several arguments have been advanced to justify the use of fiscal policy as an economic policy 

tool. The first of these arguments has been the direct Keynesians ideas and their extensions. 

J. M. Keynes, in his General Theory (1935), has identified two channels through which 

government budget could be considered as an economic policy tool. The first role for fiscal 

authorities is to ensure a better distribution of income. Greater income equality puts more money 

into the hand of people with higher marginal propensity to consume (MPC) leading to increased 

consumption (Pressman, 1997). The second aspect of this theory argues that public spending was 
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the principal mean available to protect the economy against fluctuations through the 

multiplicative effect. During the great depression and even after, the two Keynesian principles 

guided significant public policies in the developed world and new countries as well. For instance, 

in the UK public spending jumped from 25% of GNP during the pre-war period to more than 

50% during the mid-1970s. On the same vein, developing countries‟ public finances have also 

been characterized by a high level of spending (weak fiscal revenues) and deficits since the 1960s, 

but unfortunately, the expected results have not always been obtained. 

On straight line with traditional Keynesian ideas, other authors developed arguments that are 

related to the important short-term social waste associated with business cycles. For such authors 

(e.g. Galí, 2005) business cycles induce significant costs in terms of economic efficiency and 

output volatility. Going even further, it has been shown that the effects on the real economy of 

crises are not only limited to the short-term, but there exist negative impacts even on the medium- 

term prospects (IMF, 2009). An empirical investigation from past major (financial and economic) 

crises demonstrated that after a downturn, there is little chance for the economy to retrieve its 

pre-crisis growth trend (in WEO Chapter4, IMF 2009). The changes in factors of production 

(capital and labor) and changes in their use (total factor productivity) explain mainly the shift in 

medium-term output dynamics. Therefore to allow the economy to quickly recover from the 

recession and mitigate the mid-term loss in output dynamic, short-run demand management 

policies are to be implemented at the early stages of the downturn. To answer such inefficiencies 

and loss of mid-term output strong discretionary fiscal measures accompanied by accommodative 

monetary policies are advised. 

Finally, our last argument in favor of fiscal policy especially applies to developing countries 

where households cannot smooth their consumption due to liquidity constraints. In such situation 

business cycles reinforce the already high volatility of final private expenditures (Ozbilgin, 2010). 

Fiscal policy in developing countries is especially important in terms of macroeconomic 

management. 

2.1.1.7 Cameroon’s Fiscal Policy 

Throughout the period 1999/2000–2001/02, fiscal policy will verge at strengthening progress 

made in recent years toward fiscal sustainability and at increasing non-oil revenue in the face of 

the falling trend in oil revenues while reorienting expenditures toward the social sectors and 

infrastructure. To this effects, with a primary surplus (excluding foreign-financed investment) 

calculated to average 5.3 percent of GDP and government investment growing by some 2 
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percentage points of GDP during the period, the government's goal will be to contain the overall 

deficit on a commitment basis below 3½ percent of GDP, bringing into account the need to 

increase social spending over time. These goals would be accomplished on the revenue side 

through the rise of ongoing tax reforms (global income tax and property tax) and the 

implementation of measures to broaden the tax base, including the simplification of 

administrative procedures to raise the competence of the tax and customs administrations. As a 

result, non-oil revenue should rise to 14.8 percent of GDP in 2001/02 from 13 percent of GDP in 

1998/99; oil revenue is estimated to rise to an average of 3.3 percent of GDP in 1999/2000- 

2000/01 (2½ percent in 1998/99), only to dropped to 2.4 percent of GDP in 2001/02, like with 

the estimated decline in production and exports. On the expenditure side, measures will aim at 

raising out laws in the social and infrastructure sectors (with noninterest expenditures targeted to 

increase by 1½ percent of GDP between 1998/99 and 2001/02), some development and 

decompression of wages to improve incentives, reinforce expenditure management and controls, 

and continuing progress to modernize the civil service. 

On non-oil revenue, the government's priority will be to increase revenue collections and support 

and renew the tax and customs directorates. To improve forestry revenues, new procedures of 

administration and collection of forestry taxes defined in the forestry revenue security program 

(PSRF) will be applied to improve forestry revenue yields. 

In addition, forestry taxation is to be restored, based on the recommendations of the economic, 

financial and technical study of the sector. The tax directorate will be restructured with the 

creation of a large-taxpayer center, which will fuse the management of all the taxes levied on the 

200 largest enterprises. A single license number will be given to each taxpayer to be used by all 

the tax and fiscal agencies (treasury, customs, tax and budget). The application of the value-added 

tax (VAT) introduced in January 1999 will be observed closely, in particular, the combine with 

VAT on imports and collaboration with the customs directorate will be enhanced through the 

mutual coordination unit of the tax and customs authorities. In the customs area, Cameroon has 

profited from a technical assistance mission from the Fiscal Affairs Department of the IMF that 

assessed customs administration and recommended measures for improvement. The vital 

elements of the customs reform are (a) the simplification and improved efficiency of controls; (b) 

the modernization of the customs service; (c) the more practical control of suspensive customs 

regimes (régimes suspensifs) and international transit trade; (d) the rationalization of exceptions; 

(e) the reinforcement of collaboration between the customs and the pre-inspection shipment 

company (SGS); and (f) investment in human resources and equipment. To supervise these 
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reforms, the government has created a technical committee to setup a detailed action plan, as well 

as performance indicators for monitoring the changes. These efforts will be reinforced by 

strengthening the motivation and efficiency of the customs and tax services and the treasury 

through the growth of personnel training and the development of work conditions. (Source; 

Medium-Term Economic and Financial Policy Framework Paper (1999/2000–2001/02). 

2.2 Conceptual Framework 

 

Figure 2.3 Conceptual Framework 

 
2.2.1 Concept of Business Enterprise 

A business enterprise is any type of operation that is involved in providing goods or services with 

the anticipated outcome of earning a profit. Its broad nature permits the term to be applied to any 

company or firm that is geared towards generating revenue by selling goods of any type. The 

terms; company, firm, and business enterprise are sometimes used interchangeably. While some 

think of a business enterprise as being a big corporation or conglomerate, any for-profit operation 

that comprise sales to consumers can be rightly referred to using this word. A child who involves 

in the task of setting up a roadside lemonade stand, and has the aim of earning a profit from that 

endeavor, can be said to be operating an enterprise. So too can a person who opens a small 

Bookshop with the plan of selling books to make profit. 

Along with the sale of goods, a business can also be engaged in the transaction of various types 

of services. Companies that offer telecommunications services are part of this category. Local 

companies that provide outsourcing services, such as accounting or janitorial support, are also 

considered to be business or commercial enterprises. Courier services also regarded as an 

enterprise of this type. (Source: https://www.wisegeek.com/what-is-a-business-enterprise.htm). 
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2.2.2 Size categorization of Micro Enterprises 

The majority of activities categorized as MSEs are tiny; most consist of only one person working 

alone. Self-employment is thus a central characteristic of the MSEs world. If one defines the 

MSEs universe as being made up of those firms with 1-50 workers, the larger end of the tail - 

those with ten or more workers - constitute less than 2 percent of the businesses in virtually all 

the countries in Africa covered by the surveys. The Dominican Republic stands out in this regard, 

with its substantially smaller share of one-person enterprises and much larger numbers at the 

upper end of the small-enterprise spectrum. (Source: Small enterprises and Economic 

Development, Carl Liedholm and Donald C. Mead). 

2.2.3 .3 Concepts of Enterprise Growth Indicators as per the Objectives of the 

Study The Concept of Growth 

The purpose of the existence of Micro enterprises is to make profit and business sustainability. A 

firm is an administrative organization whose legal entity or framework may expand in time with 

the assembling of both physical resources, tangible or resources that are human (Penrose, 1995). 

The term growth in this context can be defined as a rise in size or other objects that can be 

quantified or a process of variations or developments, also the firm size is the result of firm 

expansion over a period of time and it should be noted that firm growth is a process while firm 

size is a state (Penrose, 1995). The growth of a firm can be determined by the stock of capital, 

appropriate management, labor, and opportunities for investments that are lucrative. The 

determining factor for a firm’s growth is the readiness of resources to the firm (Ghoshal, Halm 

and Moran, 2002). 

One of the major barriers to the progress of Micro and Small Enterprises is access to credit. These 

enterprises vary in the level in which they are, and the products and services offered to them by 

the MFIs. The Micro small and medium-sized enterprises need to be financed differently, and the 

financing is determined by whether the firm is in the start-up phase or present one and also 

whether it is stable, unstable, or developing. Stable survivors are those who profit in having access 

to the financial services provided by MFIs to meet up with their production and consumption 

needs. Unsteady survivors are groups that are considered not creditworthy for financial services 

to be presented. Sustainable and Growth enterprises are Micro and Small Enterprises with a high 

likelihood to grow. In identifying the market, MFIs consider whether to focus on already existing 

entrepreneurs or on potential entrepreneurs pursuing funds to start up a business project. Working 

capital is the major difficulty in the development of already existing Micro enterprises and to 



28  

meet up, they borrow finance typically from informal financial services which have high-interest 

rates and services offered by the formal sector or not provided by these informal financial 

services. The business activity of Micro small and medium-sized enterprises is equally as 

important as the level of business development. There are three main primary sectors where an 

enterprise may be classified; production, agriculture and services. Each of these sectors has its 

own risk and financing needs that are specific to that sector. 

Growth 

 
Profitability and growth are the key variables in the economic analysis of a firm’s performance. 

Growth can occur in many different aspects of a firm’s operations such as its cash flow, net 

income, customer base, sales and market share (Murphy et al., 1996). To examine the growth of 

Micro small and medium-sized British firms, Robson and Bennett, (2000) in their study observed 

a positive relationship between both profitability and sales growth. 

Better growing firms increase their profitability. If there is an increase in total assets, it means it 

has high growth, and it tends to be more profitable. We will measure growth as a percentage 

increase in total assets. Thus we expect a positive relationship between the growth rate and 

profitability of the firm (Nousheen and Arshad, 2003). 

Profitability 

 
Profitability is the primary goal of all business ventures. Without profitability, the business will 

not survive in the long run. Profitability results from the excess of income over expenses. A highly 

profitable firm can reward its owners with a substantial return on investment (Hovakimian et al., 

2004). Firms facing financial constraints are unlikely to meet their investment obligations. The 

firm may be paying out more than it is receiving and more likely to go bankrupt (Stewart, 2011). 

This implies that in the long run the chances of survival of the firm are low and this would yield 

a lower valuation. On the contrary, firms with adequate cash flow are likely to meet their financial 

obligations on time and hence improved performance. 

2.3 Empirical Review 

The empirical literature will be made up of studies related to the taxation issues as they affect 

Micro enterprise operators, the perception of taxes by Microenterprise Operators, Incidence of 

taxation in Cameroon, and Investment climate and business environment challenges in 

Cameroon, Nigeria and South Africa. 
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James and Alley (2002) define tax compliance as the willingness of individuals and other taxable 

entities to act in accordance within the spirit as well as the letter of the tax law and administration 

without the application of enforcement activities. Otherwise, it can be construed as the degree to 

which a taxpayer obliges to tax rules and regulations. Franzoni (2000) and Chatopadhyay and 

Das-Gupta (2002) see tax compliance as involving the accurate reporting of the tax base; correct 

computation of the tax liabilities; timely filing of tax returns and timely payment of the amount 

due as a tax. Any behavior by the taxpayer, contrary to the above constitutes non-compliance. 

Tax non-compliance is the failure of the taxpayer to meet tax obligations, irrespective of whether 

this is committed intentionally or not (James and Alley 2002). 

There are several reasons why studying tax compliance of micro enterprises is essential. First, 

microenterprises are less tax compliant in comparison to large businesses (Giles and Caragata, 

1999). They collect employment and value-added taxes on behalf of the government. Therefore, 

Micro operators’ tax compliance affects the amount of tax revenue collected which affects the 

government’s ability to fulfil its fiscal, economic and social objectives (Alley et al. 2004; 

Chittenden, kauser, and Poutziousris, 2003). Second, MSMEs are known to contribute in the cash 

economy due to the more significant opportunity offered to them (Ashby and Webley 2008; 

Bajada 2002; Morse, Karlinsky, and Bankman 2009; Noble 2000). They have ‘unregistered 

income with no third party reporting’ (Gerxhani and Schram, 2006), and as a result, they are 

considered the ‘hard to tax group from the informal sector’ (McGee, Ho, and Li 2008). Value- 

Added Tax ‘gaps’ have been put at 50-60% in some emerging nations, compared to 7-13% in 

advanced nations. About three percent (2.7% of the Rwf3.75 billion) collected in 2011 was spent 

in the course of accumulating income tax from small taxpayers in Uganda (Rwahigi, 2012). 

Entrepreneurship, unlike wage work, offers an uncertain return. A system of differential taxation 

across sectors can make an investment in the risky sector more or less attractive. In most nations, 

business income is taxed contrarily from wage earnings on a paid job. Several business expenses 

are usually tax deductible and often consist of the costs of items such as vehicles and housing that 

provide non-business consumption benefits. Consequently, taxation issues affect MSMEs 

operators’ decisions on the subject of business structures, wages paid, charitable contributions 

made, and profits declared for the period. Taxation issues makeup one of their main concerns 

(Massey and Quin 2001), and researchers find that business failures are related with poor record 

keeping for taxation purposes (Evans, Carlon, and Massey 2005; Prescott and Hooper, 2009). 

Brautigam, Fjeldstad, and Moore (2006) find that regulations, such as permits, licenses, high 

taxes, as well as corruption, are the third, fourth and sixth most critical constraints facing MSMEs. 
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Corruption indicators are highly associated with low revenue (indeed corruption functions like a 

tax itself, and is likely to be a mainly regressive and ineffective form of taxation). Also, taxpayers 

may be reluctant to pay taxes, because they see that officials themselves may be corrupt, that 

governments constantly misuse public funds and that expenditure outlines may not reflect their 

wishes. Everest-Phillips (2009) reports that in Nigeria, the federal government projected in 2004 

that it collected only around 10% of taxes due, and half the revenue raised is believed to be then 

lost or misused. Corruption increases the costs of doing business and levies a tax on 

entrepreneurial activity. Svensson (2003) finds that a majority of Ugandan firms pay bribes, and 

the sums are on average large (8% of total costs), depending on the extent to which a firm has to 

deal with public officials. Everest-Phillips (2009) reports that evidence from taxpayer surveys 

indicate that bribe ranges between 25%-40% of the total assessed tax amount and that paying a 

bribe can lower the tax assessment by 50%. 

Liedholm and Mead (1999), find that licenses considerably more constrain business start-ups and 

registration requirements than more mature firms are. They see that taxes and access to inputs, 

by business location, are more significant problems for firms in secondary cities than for those 

located in major cities. Regulation in general and transport are more significant problems for 

firms in major cities. Brautigam, Fjeldstad, and Moore (2006), find that taxes are consistently 

rated as more essential constraints as the education of the business owner increases, and 

corruption follows the same pattern. The impact of regulations varies according to the type of 

rules. License and permit requirement is perceived to be more of a constraint by owners with 

primary and secondary education. 

The literature suggests that MSMEs evade VAT or Goods and Services Tax (GST) in France and 

Netherlands (Agha and Haughton 1996), the United Kingdom (Adams andWebley2001), the 

United States (Joulfaian and Rider, 1998) New Zealand (Noble2000) and Australia (Bajada2002). 

They also evade income taxes from cash jobs in the hairdressing industry (Ashby and Webley 

2008), the building industry (Sigala, Burgoyne, and Webley, 1999), home maintenance, home- 

based services, teaching, and entertainment (Noble 2000) and in the food industry (Adams and 

Webley 2001). In Tanzania, micro and small business represent 69% of all private sector 

taxpayers but pay only 0.28% of taxes raised (Tanzania Revenue Authority2009). 

Fischer, Wartick, and Mark (1992) categorize tax compliance determinants into four groups: (1) 

tax system structure (tax rate, penalty, and probability of detection, complexity of tax system); 

(2) attitude and perception (fairness, ethics, and peer influence); (3) non-compliance opportunity 
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(income level, income sources and occupation) and demographic factors (age, gender and 

education). 

Taxpayers are less yielding when they notice the tax system is unfair (Spicer and Baker 1980). 

Older taxpayers are recounted to be reluctant to take risks and are more sensitive to sanctions. 

Female taxpayers are posited to be more conforming, conservative and bound by moral restraints 

(Jackson and Jaouen 1989). Some tax regimes may systematically, even if unintentionally, certain 

disadvantaged groups in society, predominantly women. Unintentional gender bias may arise 

from generally accepted tax exemptions made available to owners of businesses or properties 

who are time and again men than women (Organization for Economic Cooperation and 

Development 2009). Also, if the government fails to make available essential public goods and 

services or offers them insufficiently, citizens may not be willing to pay taxes (Brautigam, 

Fjeldstad, and Moore, 2008). 

High compliance costs, i.e., the costs the taxpayer has to bear to gather the essential information, 

fill out tax forms etc., can be an additional reason for tax evasion and avoidance. The difficulty 

of procedures required to pay taxes and the rates applied to businesses may be a proxy for formal 

enterprises’ incentive to undervalue business transactions. The number of payments to be made 

by Micro Small enterprises can also affect their administrative burden. It takes about 654 hours 

to comply and make 46 tax payments in Cameroon. With this record, Cameroon occupies the 

bottom 8th position in Africa. Payments consist of 13 of profit, 12 of labor and 19 others 

(Pricewaterhouse Coopers, 2013). Doing Business (2008) suggest that overall taxes in the 

Gambia, Central African Republic, the Democratic Republic of Congo, and Sierra Leone would 

sum up to over 200% of a company’s profits. With such high-priced tax rates, companies have a 

high incentive to do business unfairly as operating in line with regulations can make it challenging 

to survive. 

Small and medium sized enterprises (SMEs), in particular, suffer from high compliance costs, 

with value-added tax (VAT) being perceived as the most challenging in South Africa. As a 

surviving strategy in South Africa, about 18 percent of SMEs merely try to avoid or evade taxes 

(Small Business Project 2005). The main motives for high tax compliance costs of small 

businesses are: (1) Recurrent changes of tax laws; (2) Complexity of tax systems (tax systems are 

more geared to large enterprises); (3) Existence of diverse tax administrations; (4) 

Incomprehensible language of tax laws, as well as incomprehensible forms; (5) Short and 

inflexible time limit for tax payments (resulting in cash flow problems); (6) Costs of tax 

consultants; (7) Registration procedures (European Commission 2007). 
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Also, tax laws in many emerging nations, change speedily, thus producing instability and low 

transparency of the tax code. As a result, complicated tax legislation and continuing changes of 

the tax code confuse tax administrators and taxpayers alike. This produces many opportunities 

for tax avoidance (Mo, 2003). 

The review Studies on the effects of taxation in Cameroon are somewhat rare. To our knowledge, 

the only empirical study on this topic is that of Emini (2000). Using a computable general 

equilibrium model, Emini evaluates the impact of an imperfect value-added tax regarding that 

applied in Cameroon. This evaluation is based made on the allocation of labor between sectors 

of activity, on public finance, and household welfare. Simulation results show how an imperfect 

VAT can generate effects opposite to those of a perfect one, especially concerning resource 

allocation. This model also helps to verify certain theoretical assumptions such as the fact that 

substituting a complete VAT for cascading taxes, for example, induces a relatively higher demand 

for productive factors in activities whose tax burden was more substantial in the cascading 

system. The simulations also show that despite its imperfect nature, VAT implemented in 

Cameroon is economically more desirable than the ex-ante tax status quo because it generates a 

substantial increase in tax revenue, improves the budget deficit, and stimulates investment. But 

these positive effects are diminished by the subsequent deterioration of household welfare. 

Nevertheless, this deterioration may only be transitory to the extent that the increase in investment 

may give rise with a time lag to an improvement in household welfare. In sum, the tax system 

will be more favorable to the economy as a whole as long as VAT becomes more neutral. 

According to Cuccia (1994), taxpayer compliance has been primarily viewed from three 

theoretical perspectives: the general deterrence theory, economic deterrence models and fiscal 

psychology. Deterrence theory is concerned with the effects of sanction threats on criminal and 

undesirable behavior. However, this had problems of identifying sanctions, determining how 

much influence and specifying the mechanism by which the effect occurs. On the other hand, the 

economic deterrence model smoothened out the problems of deterrence theory for instance by 

the use of a practical approach to measuring sanction threats. From the personal consequence 

perspective, income tax compliance is viewed as an income maximizing decision balancing the 

net gain of underreporting income or over claiming against the added risk of detection and 

penalization (McGraw and Scholz, 1991). 

According to Plumley (1996), voluntary tax compliance is explained by dimensions like timely 

filing of any needed return, accurate reporting of income and tax liability and timely payment of 

all tax obligations. On the other hand, according to Terkper (2003), many small and medium 
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taxpayers do not register freely, while those who do register time and again fail to keep adequate 

records, file tax returns, and settle their tax liabilities on time. Hence in the microenterprise 

context, opportunities for evasion are high, and resources are often scarce for field auditing. Even 

when high investments are created in auditing, uncovering “hidden cash” is never going to be an 

easy task without enough audit trail (Ahmed & Braithwaite, 2005). 

In emerging nations, the income tax compliance has been constrained by the significant number 

of changes to the tax laws, that are now so complex and only a handful of tax experts can 

comprehend them. This creates additional difficulties for compliance by taxpayers who do not 

have access to sophisticated tax specialists (Oberholzer, 2008). Moreover, the implementation of 

these laws cannot reduce non-compliance among taxpayers because some tax measures put Micro 

or Small and Medium sized enterprise taxpayers under severe liquidity pressure, forcing many to 

fold in the informal sector (Terkper, 2003). 

Schwellnus and Arnold (2008), investigate the impact of corporation taxes on growth at the firm 

level. They indicate that corporate taxes reduce productivity and investment at the firm level, 

especially the case for firms who are catching up to the technological frontier. The effect of taxes 

also plays a role in reducing investment for firms who can embody technological progress to 

increase productivity. (Roinn, 2014). 

In national research, Conefrey & Fitzgerald (2011), estimate the impact of corporation tax rates 

on an economy in the 1990s and early 2000s. Their analysis focuses on the reduction in the rate 

of corporation tax in the business and financial services sector from 40% in 1994 to 12.5% by 

2003. This policy change provides a useful natural experiment allowing the authors to derive an 

estimate of the broader macro-economic impact of this tax change using the Hermes 

macroeconomic model of the Irish economy. Using this model the policy change was shown to 

have increased the level of GNP by 3.7% in 2005 over what it would otherwise have been. (Roinn, 

2014). 

Desai, Foley, and Hines (2007), use aggregate data on multinationals about 50 countries in 1989- 

2004. The state that the overall corporate tax burden is shared between workers and capital 

owners; they find that labor bears 45% to 75% of the tax burden. Forcing the shares of the tax 

borne by capital owners and workers, to sum up to unity, however, neither allows for excess 

burden of taxation nor for consumers to bear part of the tax through higher prices. This might 

result in an under or overestimation of the corporate tax burden borne by labor. 
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Fuest, Peichl, and Siegloch (2012), exploit variation in statutory local tax rates across German 

municipalities between 1998 and 2008 to identify tax incidence. Municipalities set collection 

rates locally, and as a result, because the statutory local tax rates to vary, Fuest et al. (2009) state 

that an increase in the marginal corporate tax rate by 1% reduces monthly wages by 0.18%, on 

average. In a similar approach, Bauer, Kasten, and Siemers (2012) find an elasticity estimate of 

daily wages concerning the marginal business tax rate of -0.28 and -0.46. 

The study by Arulampalam et al. (2012), exploits substantial and time-specific variation in 

effective corporate tax rates to identify direct incidence. Suggest that about half of a tax increase 

is passed on to wages in the long run from their estimates form the immediate effect of taxation 

on labor. This estimate is for the wage effect only; adjustments in employment in response to 

changes in the wage rate are neglected. 

Gravelle and Smetters 2006; Randolph 2006; Harberger 1995, 2006 analyze the incidence of a 

corporate tax in an open economy. These models show that the share of the corporate tax burden 

falling on labor depends on factor mobility, factor substitution, relative capital intensities of the 

sectors, international product substitution, and the size of the country introducing the tax. Labor 

in these studies is found to bear virtually none or more than 100% of the corporate tax. 

The role that can be played by Micro small and medium sized enterprises in the development of 

an average African economy is a subject that has raised considerable research interest in the last 

couple of decades. This interest has been demonstrated by significant development organizations 

such as the World Bank and national governments through funded research initiatives. This 

interest could, on the one hand, be explained by the fact that Micro small and medium sized 

enterprises are perceived as potential engines for growth and development, through the creation 

of employment and the promotion of technology transfer and diffusion. On the other hand with 

the failure of the public sector in providing needed employment and economic opportunities, 

MSMEs are considered a reliable alternative to state-led economic development approaches. 

Furthermore, a key factor explaining these developments is the increasing concerns in recent 

years about countries growth performances and high levels of structural unemployment, and the 

realization of the significant role MSMEs play in the economies of the OECD and APEC 

countries (Harvie & Lee, 2001:2). MSMEs thus have important attributes which make them able 

to survive different economic changes. Their entrepreneurship flexibility and responsiveness to 

change are an essential driving force of economic development. MSMEs are often more labor- 

intensive than larger firms and therefore have lower capital costs associated with the creation of 

jobs.  They  consequently  play  an  essential  role  in  fostering  income  stability,  growth  and 
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employment. The employment opportunities they create improve the livelihood of millions of 

poor people and indirectly contribute to the attainment of higher economic growth and hence, 

poverty reduction. 

Classical economic theory suggests that investment plays a significant role in the promotion of 

economic growth. With the mainstreaming of the concept of globalization, developed and 

developing countries have stepped up their efforts in attracting foreign direct investments (FDI) 

to supplement domestic resources in the pursuit of development objectives. The recent 

development experience of East Asian economies seems to justify the place of prominence given 

to FDI in the current development discourse. Further, the increasing competitiveness of large 

economies such as China and India has rendered the global competition for FDI inflows much 

more intense. As such, many developing countries have come under immense pressure to reform 

their investment regulations and make their business environments more attractive to foreign 

investors. This pressure sometimes translates into investment climate reforms aimed at addressing 

specific constraints that hinder capital inflows. 

The World Bank (2005), defines the investment climate as a set of location-specific factors 

shaping the opportunities and incentives for firms to invest productively, create jobs, and expand 

(including stability and security, regulation and taxation, finance and infrastructure, and workers 

and labor markets). Reforms to the investment climate can be logically understood to mean a set 

of policy adjustments aimed at improving the location-specific factors shaping the opportunities 

and incentives for firms to invest productively, expand and create jobs. The specific sets of 

elements to be adjusted are often identified through systematic and standardized assessments of 

the investment climates prevalent in different countries. 

According to the World Bank Investment Climate Surveys, the main objective of Investment 

Climate Assessment (ICA) is to develop a better understanding of the constraints to investment 

and of the key elements that affect sustained productivity growth in a given country. There is now 

near unanimity on the fact that a sound investment climate is critical for active private sector 

participation in economic growth and poverty reduction. This is so because, an accommodating 

business environment enhances the efficiency, innovative abilities and productivity of firms, 

which in turn, expands employment opportunities thereby helping to lift people out of poverty. 

Furthermore, a favorable environment for private sector activity necessarily generates more taxes 

for public investment in health, education and social services that contribute to bettering the 

welfare of the poorest of the poor. In contrast, a weak business environment increases the 
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obstacles to private enterprise development, thereby decreasing a country’s prospects of reaching 

its full potential in terms of employment, production and welfare, (Katja, 2005). 

Although there is unanimity on the importance of a good investment climate and business 

environment in enhancing the private sector’s role in development, the immense diversity of 

private sector players operating in any given economy present significant challenges to policy 

formulation aimed at reforming the investment climate. The potential private sector role players 

in a typical African economy include large multinational companies, large domestic companies, 

small and medium sized enterprises (SMEs), microenterprises and businesses operating in the 

informal sector. Different constraints of the business environment affect different players in 

different ways. For instance, significant players in the market (whether foreign or domestic) may 

be better equipped to deal with issues of corruption than SMEs, while access to finance might be 

more problematic to the latter than to the former. This diversity of private sector role players 

makes a compelling case for a detailed and differentiated study of the challenges and constraints 

facing business actors in developing countries, notably MSMEs in Africa. 

The majority of the firms surveyed in Cameroon operate in the services and commerce sector. 

This is counter-intuitive for an economy at the level of development like the Cameroonian 

economy but suggests that there is some uniqueness about the Cameroonian economy that is 

worth examining further. While the distribution of MSMEs in Cameroon in the various sectors is 

relatively reflective of the structure of the economy, it is worth highlighting here that the 

classification of the operators as members of the service and commerce sector includes trade and 

small service providers. These are small businesses that link up with agricultural suppliers and 

make up the linkup between the informal and formal economies, and they are representative of 

visible elements that would likely be recipients of government action. The surprising aspect of 

this result is the relatively small percentage of MSMEs in the agricultural sector which is atypical 

of a country like Cameroon. The picture as presented indicates possible directions for policy 

actions that will see the state investing in an area of its obvious comparative advantage, which 

will entail supporting the development of MSMEs in the agricultural sector while including them 

in broader scale plans for expanded industrialization (plans to expand the manufacturing 

industry). 

As can be expected in a typical African country like Cameroon, there are common challenges 

facing businesses across the three provinces as well as peculiar challenges to each province. In 

the North West, the results suggest that the rate of taxation and the lack of business support 

services, as well as instability of electricity supply, are the three significant challenges MSMEs 
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face. As far as the Centre region is concerned, tax rate, inadequate access to government support 

services, and lack of access to credit were identified as the significant challenges MSMEs face. 

As for the South West and Littoral regions, the tax rates are the major challenge alongside tax 

administration with access to finance having the same impact as electricity effects. 

The rate of taxation was identified as the major obstacle across all three regions in Cameroon. 

This suggests that the business environment is not adequately conducive for the growth and 

expansion of MSMEs and is an added indication that the efforts at reforming the investment 

climate in Cameroon have not yet sufficiently translated to creating a suitable business 

environment for MSMEs. Some region specific challenges worth highlighting include the 

problem of electricity and lack of business support services being more acute in the North West 

Region than in other areas. Lack of access to government support services and the lack of access 

to credit seems to be more critical in the Centre region (administrative capital) than in the other 

sampled regions, while access to finance and tax administration were the two challenges peculiar 

to the littoral and South West regions (economic capital). 

The results from the administrative capital seem to be counter-intuitive and differ from the 

experience in South Africa for example in that access to government support services seem to be 

better in the regions bordering the government departments that provide these services. This may 

be the result of the effect of too much centralization of government support services that result in 

added bureaucracy and reduction in access from potential beneficiaries. This alongside other 

possible explanations like corruption and inefficiency of the service providers may also explain 

why this is seen as a significant problem, especially if one considers that with centralization many 

potential beneficiaries need to travel to the administrative capital to lobby for some of these 

government services. On the other hand, the challenge of access to finance and tax administration 

in the littoral province can be expected because it hosts the economic capital and has a more 

significant concentration of business activities. It consequently receives greater attention from 

tax authorities who may provide an added layer of difficulty in the administration of the taxes. 

These elements all contribute to creating a challenging business environment that may be hostile 

for investment and challenging for MSMEs. Martinez Peria (2009:6) has observed that “60 per 

cent of banks in Africa point to the state of the economy as constraining their involvement with 

these businesses”. There is an obvious case for policy action to focus on a more conducive and 

less hostile business environment for all businesses in Cameroon but particularly for MSMEs. 

The results presented from Nigeria will include the characteristics of the business environment in 

which they operate, including their access to start and growth finances, the range of challenges in 
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the setting of operation and their perception about the use and effectiveness of the support 

programs aimed at the promotion of MSMEs. In characterizing the businesses by sector, the data 

revealed that about 5.1% of MSMEs in Nigeria operate in the agricultural sector, 25.3% in the 

manufacturing sector while the service and commerce sectors shared the majority of respondents 

with 51% and 15% respectively. 

As has been the case in other countries, MSMEs in Nigeria also found access to finance for start- 

up a significant challenge. The majority of the MSMEs surveyed started up their businesses from 

informal savings and owner savings. 

As such, one can conclude that the first significant finding from the characteristics of MSMEs 

surveyed is that MSMEs find it difficult to get access to start-up finance from formalized 

institutions. A substantial percentage of MSMEs reveal that personal savings or informal saving 

schemes raised their start-up through the fund. This finding, however, supports results from 

previous studies indicating that MSMEs in sub-Saharan economies face significant challenges in 

getting access to credit and loans – partly due to lack of credibility amongst other factors. The 

pattern of access to start up finance is replicated with growth and expansion finance as already 

mentioned earlier. This leads to the significant conclusion that access to and cost of funding may 

be a substantial grant to the start-up, growth and expansion of MSMEs in Nigeria. This was 

confirmed after an examination of the challenges of the business environment in which MSMEs 

operate in Nigeria, as presented below: 

The survey requested MSMEs to identify the obstacles in their context of operation and to classify 

these according to the level of severity. An analysis of the data from the three regions surveyed 

in Nigeria suggests that while all regions identify electricity, and access to finance as the two 

significant factors hindering business development, MSMEs in the Lagos region have other 

serious factors affecting business development. Factors such as the cost of finance, lack of 

business support and corruption were identified as significant constraints to growth. Port Harcourt 

also considers the cost of finance and corruption as two more factors severely hindering business 

development, while MSMEs in Abuja do not see corruption as a significant hindrance to business 

growth. These observations support recent studies (AfDB, 2007; Martinez Peria, 2009) who also 

contend that access to finance remains a significant concern for MSMEs start-up and growth in 

Africa. This is enhanced on the one hand by a lack of trust from financial institutions towards 

MSMEs and on the other side high cost for loans and credit by banks and microfinance 

institutions. 
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Access to finance remains the major hindrance to business growth in the three surveyed regions 

in Nigeria. Electricity is the next most significant challenge facing all three provinces in Nigeria. 

A study by the African Development Bank argues that the lack of maintenance of transformers 

in most parts of Africa significantly hampers electricity generation such that “the transmission is 

unable to deliver power to major parts of the country and is unreliable because it does not have 

adequate capacity and backup lines” (AfDB, 2005). 

The results obtained from all three provinces indicate that most of the MSMEs surveyed came 

from the Service and Commerce sectors. This is indicative of the structure of the South African 

economy as well as suggestive of the sectors in which MSMEs currently operate. The economy 

receives the most significant contribution to its GDP from the tertiary sector dominated by the 

finance and tourism industries whereas manufacturing comes second and the primary sector made 

of mining and agriculture is only the third contributor to GDP. Thus the distribution of MSMEs 

reflect this pattern and suggest that the MSMEs in South Africa fall within the more active sector 

of the economy and could hence be seen to be contributing to the growth of the economy. 

There is also evidence that the South African government has recognized the potential 

contribution that MSMEs can bring to the economy and has thus moved to enact various policies 

for the promotion of MSMEs and set up major programs across the nation. The major MSMEs 

support programs at the national level that formed a part of the investigation in this study included 

the following: 

- The Small Enterprise Development Agency (SEDA) 

 
- The Khula Enterprise 

 
- Department of Trade and Industry 

 
- The National Youth Development Agency (NYDA) 

 
- The Ntsika Program 

 
- Basic Entrepreneur Skills Development (BESD) 

 
- Commercial Banks business support 

 
At the provincial levels, important programs included the Free State Development Corporation 

(FDC), and the Free State Premiers ‘Project. In the Western Cape, local business support 

programs included the Real Enterprise Development Initiative (REDI) and The Integrated 

Tourism Entrepreneurship Support program (ITESP). In the economic heartbeat of the country 
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(Johannesburg), support programs investigated were the City of Johannesburg SMME Export 

Promotion Project amongst others. Some of the elements examined include the source of start- 

up, growth and expansion finance, characteristics of the business environment amongst others. 

These are presented in turn in the sub-sections that follow. 

The data from the three provinces show that more than 70% of all sampled firms started their 

business with the support of personal or informal saving schemes. In the Gauteng province, close 

to 90% of all firms surveyed started making use of owners’ savings. In the Free State province, 

the figure is relatively low at nearly 50% of total respondents. However, this is due to the 

significant benefit firms have received from the NYDA microloans in the province which has 

been comparatively very low in the other two provinces surveyed. Majority of the firms in the 

Western Cape started on personal savings (86%) followed by commercial bank loans (11%). The 

analysis of the data provides the argument that firms have received minimal financial 

support/assistance from support programs. This trend is closely reflected in the expansion and 

growth finance analysis where more than 70% of all firms have expanded on personal savings in 

the forms of ‘stokvels’, and informal support groups. 

This trend may be explained by the fact that close to 50% of all firms surveyed are sole 

proprietorship businesses. This kind of small companies often does not have the collateral or 

necessary credit record of obtaining financing from mainstream financial institutions. And it has 

been observed that even where MSMEs support programs do exist which offer financial support 

for MSMEs start-up or growth and expansion, these programs often set up requirements that may 

not be attainable by the average MSME, hence the low rate of take-up and use of these programs. 

Besides the challenge of access to and cost of finance limiting MSMEs growth and development 

in South Africa, there are other factors related to the business environment in which these MSMEs 

operate that impact upon their existence, growth and development. The cost of finance remains a 

significant concern for MSMEs in South Africa. This is mainly in the Free State province whose 

business climate can be considered to compare unfavorably with Gauteng and the Western Cape 

Province. The data from the Free State province reflects findings by Martinez Peria (2009) who 

argues that access to and cost of finance and electricity prices (utility prices) remain severe 

obstacles to doing business in low-income countries. Access to finance, transportation and corrupt 

business practices were identified as the significant challenges affecting the industry in the 

Gauteng MSMEs. There is a significantly high sense of lack of business support from MSMEs in 

the Western Cape Province. 
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Access to finance, cost of finance and corruption were identified as the three main obstacles to 

MSME growth and development in the Gauteng province, closely followed by utility prices and 

cost of transportation. Cost of finance, utility prices, and Crime and theft were the main obstacles 

in the Free State Province closely followed by access to finance. Crime and theft, lack of business 

support services and access to finance were the three main obstacles in the business environment 

in the Western Cape, closely followed by tax rates and utility prices. So whereas Transportation 

is a huge problem in Gauteng, it is less of an issue in the other regions. The lack of business 

support services emerges as a significant challenge in the Western Cape as opposed to the other 

two provinces. The results from South Africa highlight a significant trend, in the first instance, it 

suggests that business support services are very abundant in the political capitals that host the 

central government departments that promote these programs and less so in far off provinces 

(western cape). The concentration of business and administrative activities in the capital city 

comes with problems in transportation and corruption which are less of a concern in the cities 

further away, which result seems reasonable. 

2.4 Theoretical Review 

The theoretical review will constitute related vital theories and concepts of taxation and Growth 

of Micro enterprises. Under this section, the researchers has analyzed three critical theories 

related to the study, namely, the ability to pay theory of taxation and the partnership theory of 

taxation. These two theories support the paying of Turn over Tax (TOT) according to ones paying 

capacity to support government activities. Finally the classical approach to tax compliance (AS 

Theory) that shows the effect of tax compliance cost which compels the government to 

government to deter tax evasion through sanctions and audits of taxpayers. 

Taxation delivers a predictable and stable flow of revenue to finance development objectives. 

This is vital in a country like Cameroon that has severe difficulties with compiling its 

development objectives. Micro Small and medium enterprises (MSMEs) are important for 

economic growth in the country, contributing as much as about 22 percent of the gross domestic 

product. MSMEs generate taxable incomes. They also collect employment and value-added taxes 

for the government. Taxation, however, enforces a high cost to small businesses. MSMEs are less 

tax compliant in contrast to bigger companies. MSMEs are considered the ‘hard to tax group from 

the informal sector.’ As such, the literature proposes that only a fraction of their taxable incomes 

are reported to tax authorities. High registration cost and time-consuming processes encourage 

tax non-compliance. The perception that the tax system is corrupt discourages registration and 
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filing compliance. When there are several compliance hurdles, the likelihood of filing compliance 

is reduced. 

Nevertheless, a fair and static system encourages filing and registration compliance. A clear and 

reliable tax system helps to file agreement. Authorities that know their responsibilities and are 

ready to respond to enquiries during the registration process encourage compliance tax in general. 

2.4.1 The Ability to pay Theory of Taxation 

This theory was advanced by Swiss philosopher Jean (1712 ñ 1778), the French political 

economist Say (1767-1832) and the English economist Mill, (1806-1873). This theory holds that 

the taxation should be levied according to an individualist income or ability to pay and is the basis 

of progressive tax where tax rate increases by the increase of the taxable amount (Jones et al., 

2011). 

This theory is indeed the most equitable tax system since people with higher income or wealth 

and can afford to pay more taxes should be taxed at a higher rate than people with less individual 

income tax and has been widely used in industrial economies. 

The basic tenet of this theory is that the members of society should share the burden of taxation 

on the principles of justice and equity and that these principles necessitate that the tax burden is 

apportioned according to their relative ability to pay. This theory suggests that the taxpayers of 

TOT should pay unconditionally and according to their paying capacity (Chigbu, Eze and 

Ebimobowei, 2012). 

2.4.2 Partnership Theory of Taxation 

Geier, (2004) advanced this theory. The theory has visceral appeal because it appears to provide 

a ‘social justice’ basis for taxation. That is, the government is entitled to mandatory contributions 

because citizens owe their financial well-offness, to a significant degree, to the government. 

Partnership theory of taxation posits that government should share in the profits of the economic 

enterprise by way of an income tax. One might call the partnership theory the economic version 

of the Benefit theory. The partnership theory is based on the notion that the government should 

share in national income (or more technically, gross national product), because government, by 

supplying infrastructure in the broad sense (physical infrastructure, national and domestic 

security, a capitalism- enabling legal system and regulatory structure) earns a share of the GNP. 

This theory is especially appealing to some income tax advocates because it seems to normatively 

prescribe an income tax in preference to a consumption tax. The government should, therefore, 
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collect TOT given that it contributes to the general environment enabling the business to be 

conducted (Dodge, 2005). 

2.4.3 .3 Classical Approach to Tax Compliance (AS Theory) 

This theory was advanced by Allingham and Sandmo (1972). The AS theory holds that the 

government deters tax evasion through a sanction arrangement and audits. A taxpayer will decide 

to violate the fiscal laws and evade his or her tax obligations when he or she perceives that the 

cost of evading tax is too low, believing he or she is unlikely to be detected or audited. 

Taxpayers would also evade tax when he or she perceives the cost of compliance is high. Tax 

systems and procedures that are involving and cumbersome tend to encourage tax evasion. 

Taxpayers who feel that the tax rate is high and punitive will evade tax. There is a negative 

correlation between tax evasion, the probability of detection, the degree of punishment and high 

transaction costs associated with tax laws (Sandmo, 1972). 

Income tax evasion was pioneered by Allingham and Sandmo (1972). Where a rational and a 

moral taxpayer maximizes expected utility, which solely depends on income. When caught, the 

agent must pay penalties, imposed on the amount of evaded income. A critical comparative static 

result is that when the tax rate goes up, competing for income and substitution effects might lead 

to more or less tax compliance. The substitution effect encourages evasion since the marginal 

benefit of cheating goes up with the tax rate. On the contrary, the income effect tends to suppress 

evasion since a higher tax rate makes the taxpayer with decreasing absolute risk aversion feel 

worse- off, and thus decrease risk-taking. Therefore, the net effect is ambiguous. 

However, Shlomo (2002) Revealed that when the penalty is levied on the amount of evaded taxes, 

as it is under most current tax laws, the substitution outcome disappears. At the first optimum, 

the penalty paid on obscured income increases proportionately with the tax rate, and therefore, 

there is no substitution effect. The remaining income effect is responsible for persuading the 

taxpayer to cheat less. Consequently, the net effect is better compliance, and the result is possibly 

the most critical finding in the early tax evasion literature, has encouraged a lot of notable 

extensions. The MSMEs are prone to tax evasion as they face problems in complying with tax 

laws. They are expected to meet with strict deadlines, keep proper books of accounts. This kind 

of environment ends up tax evasion. 

2.4.4 Gordon Growth Model 

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

to define the intrinsic value of stock based on the future series of dividends that grow at a constant 
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rate (Myon, 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 profits grow at a constant rate in perpetuity. 

The model answers for the present value of the infinite series of 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 critical inputs in the model are 

dividends per share, the growth rate in dividends per share, and the required rate of return (Myron, 

1959). Dividends per share denote the annual payments a company makes 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 the least rate of return economic 

operators are prepared to accept when purchasing a stock of a particular company, and there are 

numerous models investors use to estimate this rate. Gordon’s Growth Model is important to this 

study because it examines the factors that influence the growth of Microenterprises in both the 

Buea and Littoral regions. On this principle, this theory enables this research to explain what 

growth is from a theoretical point of view. In the perspective of Microenterprises, the theory 

explains that extension refers to an increase in shareholder returns. 

The major limitation of the Gordon growth model lies in its supposition of constant growth in 

dividends per share (Kaufmann, 2005). It is very rare for companies to show a continuous increase 

in their profits due to business stages and unforeseen financial challenges or successes. 

Consequently, the model is limited to firms showing constant growth rates. The subsequent issue 

has to do with the relationship 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 insignificant. Similarly, if the required rate 

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

2.4.5 Theory of Constraints (TOC) 

Goldratt’s (1984) Theory of constraints (TOC) claims that any well-regulated system must have 

at least one or more restrictive factors that attempt to impede it from achieving its goals. Eliyahu 

M. Goldratt introduced it in 1984. There is usually at least one limitation, and TOC uses a 

focusing process to identify the limitation and reorganize the rest of the organization around it. 

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

limitations than independent variables. The difference here appears to be limits of outcome due 

to the control mechanism; and that by accurately managing the enterprise you can minimize the 

resultant process limits that the TOC is concerned about, which are results, not independent 

factors that are directly set (Linhares, 2009). This theory is appropriate in the context of this study 
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because this study assumes that Micro enterprises in both the Douala and Buea regions cannot 

grow without facing some limitations. Nonetheless, considering that the theory of limitations 

states that management systems are bound to come across one or more limits, this study is also 

conducted on that evidence and hence examines the limitations faced by Microenterprises in both 

Buea and Douala regions. The first strength of the theory is that it encourages managers and 

businesses to identify their limits and take appropriate measures to stop them from delaying the 

achievement of their goals. Linhares (2009) has criticized the theory of limitations including the 

fact that it borrows ideas and concepts from many studies and theories, but Goldratt does not 

admit these contributions to his theory. 

2.4.6 The Rational Expectation Theory 

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

rational viewpoint, 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 supports the view that the current expectations in the economy are derived 

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

choices are made by exploring available opportunities in the economy and taking gain from them. 

If a company knows that the price for its product will be higher in the future, it will stop or reduce 

production until it increases. Because the company declines supply while demand stays the same, 

the price will increase. In totality, 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 criticized this theory because rational 

expectations are estimated values in the mathematical sense. To be able to calculate estimated 

values, individuals have to know the true economic model, its factors, and the nature of the 

stochastic courses that govern its development. If these extreme assumptions are violated, 

individuals cannot form rational expectations. This theory is significant because this study 

examines the growth of Microenterprises and as a result, it is essential to explore the opportunities 

which Microenterprises in the Buea and Douala regions can exploit to maximize growth. 

2.4.7 Taxpayers’ Morale and Tax Compliance 

 
Taxpayers’ morale is the intrinsic motivation of persons to pay taxes (Frey, 1997a). It differs 

across countries because taxpayer values are influenced by different cultural norms, with different 

societal institutions acting as constraints. Therefore, taxpayers’ morale is an important and 

integral attitude and a determinant of taxpayer compliance and other forms of behavior. Also, tax 

compliance is enhanced when individuals view the paying of taxes as a fair fiscal exchange and 
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as transparent (Edlund & Åberg, 2002). Taxes paid by individuals can be interpreted as the price 

paid for the government’s positive actions. Thus, individuals’ tax compliance might be influenced 

by the benefits received in the form of public goods and services relative to their price because 

the individuals might feel cheated if taxes are not spent adequately (Cummings et al., 2004). The 

willingness to pay certain types of taxes is closely linked to perceptions of fairness. 

Scholars widely agree that the public will not pay taxes unless some public goods and services, 

such as education, infrastructure, security and healthcare, are provided in return. Greater trust in 

the government increases taxpayers’ positive attitude toward the commitment to the tax system 

and tax payment, which has a positive effect on tax compliance (Smith & Stalans, 1991). For 

most citizens, the connection between tax payments and government spending is a shadow at 

best. Although this is a pessimistic perception of the relationship between taxation, accountability 

and responsiveness, what is of substance to citizens is the general perception of government 

credibility. Thus, if taxpayers trust the government, the legal system, the justice system, and the 

public officials, they will be more willing, to be honest in their payment of taxes, a reflection of 

high tax morale and tax compliance (Torgler, 2004, 2005; Alm & Torgler, 2006). 

2.5 Gap in literature 

This study has not fully identified the perception of tax rates and their impacts on the growth of 

micro enterprises, the perception of tax policies and their impacts on the growth of micro 

enterprises and lastly how the different types of taxes be used to guarantee free competition 

amongst Micro enterprises in Buea, South West and Douala I, littoral regions of Cameroon. This 

is due to the fact that there are rare or no inherent studies to showcase findings on the perceptions 

of taxation on micro enterprises especially the case of Buea, South West and Douala I, littoral 

regions in Cameroon except the literature review: On the effects of taxation in Cameroon by 

(Emini, 2000). Therefore, to close the gap on the perception of taxation on the growth of micro 

enterprises in Cameroon, an in-depth study must be carried out in the national spheres of the 

country especially in Buea, South West and Douala I, littoral regions of Cameroon. 
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CHAPTER THREE 

METHODOLOGY OF THE STUDY 

3.1 Model Specification 

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

of Microenterprises in some quarters of the South West region, Buea and Douala I specifically in 

Akwa district. The model has been developed based on the literature review to project the 

relationship between the growth of micro-enterprises, tax rates, tax policies and the types of taxes. 

Y= β_0+ β_1 X_1+β_2 X_3 + ε 

Where: 

Y = Growth of Micro enterprises 

 
β0 = constant (coefficient of intercept) 

 
X_1 = Tax rate, X_2 = Tax policy, X_3 = Types of taxes 

 
β_1 β_2, β_3 = regression coefficient of Tax rate, Tax policy and Types of taxes 

ε = Error term 

3.2 Description of Variables in the Model 

3.2.1 Dependent variable 

The growth of Microenterprises 

 
The dependent variable in this study is the growth of Microenterprises. The growth of micro 

enterprises will be measured in terms of incomes, assets, employment, and the registration 

processes. In this study, the growth of Microenterprises is a dependent variable because the 

impact of taxation will entirely depend on the determinants of growth. 

3.2.2 Independent variable 

The independent variable of this study is the determinants of taxation on microenterprises. These 

determinants are; 

 Tax rates: Tax rates have an impact on the prices of goods and services primarily on the 

Growth of Microenterprises. 

- The tax rate is set too high. 
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- Tax rates are not too high. 

- Poor Sales leads to tax evasion 

- High tax rates lead to tax evasion 

- High rates generally encourage more non-compliance 

- High tax rates reduce Micro enterprises internal sources of financing 

- Tax rates present an extra cost and a severe challenge to Microenterprises 

- The high tax rate is the main cause of tax non-compliance among Microenterprises. 

 
 

 Tax Policies; Tax laws complexity add to incorrect tax returns 

- Fines and penalties charged for late fillings are stiff 

- Tax registration involves many departments 

- Tax Registration Process is fair 

- Tax regulation process is consistent 

- Tax regulation processes are clear Tax Regulation is easy to understand 

- Tax regulation is appropriately enforced 

- Tax regulation is inconsistent 

- Tax Registration Process is Static 

- Registration Process is not flexible 

- Tax Registration Process is time-consuming 

- Requirements of taxpayers are not taken into account in determining tax policies 

- Tax law is not simple and clear in Cameroon 

 
3.2.3 Types of taxes 

Direct taxes: Personal income tax, Corporate or Company Tax, Payroll Tax, Poll Tax, Capital 

Gain Tax, Inheritance Tax and Capital Transferred Tax. 

Indirect taxes:  Tariffs (Custom Duties), Excise Duties, Value Added Tax, Jangali Tax, Road 

Degradation Tax and Car Park Occupation Tax. 

Here the researcher measured types of taxes based on the response rate of respondents on the 

questionnaires to find out what kind of taxes they were entitled to and subsequently prompted 

their growth. 
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3.3 Study Design 

The researcher used a cross-sectional survey design basing on the use of descriptive and 

quantitative designs that were used to establish the relationship between the elements of taxation 

which are: tax rates, tax policies, types of taxes and the growth of Microenterprises. It was a 

descriptive quantitative study based on obtaining relevant information with the aid of 

questionnaires. This design was used for estimating, predicting, and examining associative 

relationships. Cross-sectional studies easily provide a quick snapshot of what is going on with 

variables for the research problem. Also, a cross-sectional survey collects data to make inferences 

about a population of interest (universe) at one point in time. 

3.3.1 Population and Target Population 

Target Population 

The total population under study includes owners and Managers of registered Microenterprises 

in the South West region (Buea) and Douala I (littoral) region. Information from the delegation 

of small and medium sized enterprises of Littoral and South West regions of Cameroon reviewed 

that there are 439 registered microenterprises in Buea subdivision and 359 microenterprises in 

Douala I Subdivision 

3.3.2 Sampling Technique and Sample Size 

The sample of the study was gotten using the convenient and stratified random sampling 

technique. Stratification was based on the number of quarters, and the types of businesses carried 

out by the micro enterprises in both Buea and Douala. Samples were chosen according to the 

number of companies per quarter. 

The population was subjected to Bouley's formula` which is adopted to determine a sample size 

when the total population is known (Yamane 1987). 

n = N/1+N (e) ² 

 
Where; 

 
n = Sample size 

N = Population 

e = error term 

Thus, the total population of Microenterprises in Buea, South West and Douala I, littoral Region; 
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N =  798 

 
e = 0.05 

 
n = 798 / 1+798(0.05)² = 266 

 
In total, a sample of 266 questionnaires was issued out, and 258 were returned. The findings of 

the research were based on 258 questionnaires. 

3.3.3 Data Collection Techniques / Instruments 

3.3.4 Primary Data Collection Techniques 

Primary data According to Roston (2001), primary data is that kind of data that has been gathered 

for the first time, it has never been reported anywhere. Shortcomings of secondary data sources 

such as out datedness and inadequacy in terms of coverage necessitated the use of primary source 

for first data. The self-administered questionnaire was used, and this enabled the researcher to 

cover a large population quickly and at are a reasonable cost. The primary data used in the study 

were collected from 266 randomly selected Micro enterprises, which must have been in business 

for more than three years; and should be registered as taxpayers in Buea and Douala Taxation 

Centre. From the survey, only data from the 266 enterprises were retained for analysis after 

performing a trial test. The survey questionnaire administered consisted of questions covering the 

profile of the business owner, perception of the tax system, tax rates, policies and the types of 

taxes in the intended areas of coverage mainly Littoral region(Akwa district) and South West 

region (Buea). 

3.3.5 Secondary data collection 

Secondary data 

Secondary data used in the study were collected from the delegation of small and medium sized 

enterprises of Littoral and South West regions of Cameroon and the Agency for the Promotion of 

Micro Enterprises located in Douala (AMPE). 

3.3.6 Validity and Reliability of Instruments 

3.3.6.1. .1. Validity of the instrument 

Validity refers to the degree in which an instrument measures what it is intended to measure. To 

ensure the validity of the instruments, the items developed were given to the supervisor and other 

two experts in quantitative analysis to check whether the items met the standard of 

appropriateness, relevance and content coverage of variables to gather data on the various 
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variables of the study. In a few cases items that were dictated to be ambiguous were deleted and 

others modified to suit the purpose of the study. 

3.3.6.2. .2. Reliability of the instrument 

The reliability of the instruments was determined through a trial test in which Cronbach alpha 

method was used to analyze the data collected. Cronbach’s Alpha is a reliable coefficient that 

indicates how well items are positively related to one another. Cronbach’s alpha method was used 

to measure the internal consistency of the scale. A scale is considered reliable for a given sample 

if the Cronbach’s alpha value is greater than 0.7. This was done by administering the instruments 

to 15 owners of micro enterprises that were not part of the study. After the administration and 

retrieval of the instruments from the respondents, the instruments were scored and coded. 

Thereafter, the scores were fed into the computer and the appropriate SPSS version 20 was used 

to analyze the data. 

The value obtained as a result of the analysis was regarded as the calculated reliability value. The 

method was adopted in determining the reliability level of the various variables of the study. The 

results from the analyses were as presented in Tables 3.1. The reliability Coefficient in Table 3.1 

ranged from 0.97 to 0.98. Considering the significant value of the sub-variables, the research 

instruments were interpreted to be reliable and were adopted for the study. 

Table 3.1 Cronbach alpha reliability estimate on staff development (N = 15) 
 
 

S/N Variables No. 

of items 

Mean SD Cronbach 

Alpha coefficient 

 

1. 

 

Tax rate 

 

4 

 
 

16.11 

 
 

4.73 

 

.97 

2. Taxpolicy 6 21.84 7.96 0.98 

3. Growth 5 9.47 4.20 .98 

Source: Information from the field study, 2018 

 

 
3.3.7 ta Analysis and Presentation 

After the collection of the various data, it was being inputted on SPSS version 20.0, and it was 

being analyzed. The analysis was done using descriptive (frequency tables) and inferential 

statistics (regression analysis). 
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3.3.8 deration 

This part was not left out by the researcher. At this level, the researcher assured the various 

institutions which were actively going to take part in the project on how their information was 

going to be treated confidentially, and how it was going to be used properly as due. By this, with 

the help of the school, letters were addressed to the organization which were mostly introductory 

letters in other for the organizations to be guaranteed. And also, the questionnaires which were to 

be administered were not to demand the identification of the respondent thereby keeping all 

his/her information confidential. Thus, with various measures taken, the respondents had it easy 

to answer the multiple questions administered to them, and those who denied from participating 

were not forced to do so in any way to do otherwise. 
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CHAPTER FOUR 

 
 

DATA PRESENTATION, ANALYSIS AND DISCUSSION OF FINDINGS 

 

4.1 Demographic Characteristics 

This section consists of information that describes basic characteristics such as gender of the 

respondent, age of the respondent, level of education and sector of business. 

Table4.2 Gender of the respondents 
 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Male 

Valid  female 

Total 

199 77.1 77.1 77.1 

59 22.9 22.9 100.0 

258 100.0 100.0  

 
 

The respondents were asked to indicate their gender. Figure 1 above shows that, out of the 258 

respondent, 199 (77.1%) were male and 59 (22.9%) were female. This implies that majority of 

the owners of the Micro enterprises in the two regions that is Buea, South West and Douala I, 

littoral regions were males. 

Table4.3 Age of the respondents 
 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

21-30 82 31.8 34.7 34.7 

31-40 79 30.6 33.5 68.2 

Valid 41-50 56 21.7 23.7 91.9 

51-60 19 7.4 8.1 100.0 

Total 236 91.5 100.0  

Missing  System 22 8.5 

Total 258 100.0 
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Figure 4.4 Age of Respondents 

Respondents were requested to indicate their age groups. Figure 4.4 above shows us that out of 

the 236 respondent, 82 (34.7%) were between the age group of 21-30 years, 79 (33.5%) were 

between the age group of 31-40 years, 56 (23.7%) were between the age group of 41-50 years 

and 19 (8.1%) were between the age group of 51-60 years. This implies that majority of the 

owners of Micro enterprises were of a younger age group. This implication is in line with the 

estimation that microenterprises employs 22% of the adult population in emerging countries 

(Daniel 1994 and Fisseha, 1991). 

Table4.4 Location of respondents 
 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Buea, South West 149 57.8 57.8 57.8 

Douala I, littoral 109 42.2 42.2 100.0 

Total 258 100.0 100.0  
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Figure 4.5 Location of Respondents 

Figure 4.5 above shows that out of the 258 respondent, 149 (57.8%) are from the South West 

(Buea) region and 109 (42.2%) are from Douala I, littoral region. This implies that the business 

environment in Buea, South West promotes the growth of nascent Micro enterprises due to its 

availability of land for agriculture, Service sector in Tourism and trade (Commerce), Fishing and 

Hunting just to name this few economic activities. 
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Table 4.6 Marital Status 
 

 
 

  Frequency Percent Valid Percent Cumulative Percent 

Valid single 26 10,1 11,5 11,5 

 married 195 75,6 85,9 97,4 

 widowed 3 1,2 1,3 98,7 

 divorce 2 ,8 ,9 99,6 

 widower 1 ,4 ,4 100,0 

 Total 227 88,0 100,0  

Missing System 31 12,0   

Total  258 100,0   

 

 

Figure 4.6 Marital status 

Figure 4.6 above shows that, out of the 227 respondent, 26 (11.5%) were single, 195 (85.9%) 

were married, 3 (1.3%) were widowed, 2 (0.8%) were divorced and 1 (0.4%) widower. This 

finding is related to the pressing domestic responsibilities that compel people to find out 

avenues  of  fending for  their families including opening up micro businesses. 

Table4.5 Sector of Business 
 

 Frequency Percent Valid Percent Cumulative 

Percent 

Manufacturing 

agro-business 

Valid   wholesaler/retailer 

service sector 

Total 

33 12.8 12.8 12.8 

66 25.6 25.6 38.4 

117 45.3 45.3 83.7 

42 16.3 16.3 100.0 

258 100.0 100.0  
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Figure 4.6 Business Sector 

The figure 4.7 above shows that, out of the four main business sectors, 33 (12.8%) of the 

respondent constituted the manufacturing sector, 66 (25.6%) of the respondent were in the agri- 

business sector, 117 (45.3%) of the respondent constituted the wholesaler/retailer sector and 42 

(16.3%) of the sector were from the service sector. This implies that wholesaling/retail sector in 

both regions are the most dominant business sectors. 
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Table4.6Level of Education 
 

 Frequency Percent Valid 

Percent 

Cumulati 

ve 

Percent 

less than high school 

diploma 

high schooldiploma 

Valid  bachelor'sdegree 

master'sdegree 

vocational training 

Total 

6 2,3 2,3 2,3 

201 77,9 77,9 80,2 

2 ,8 ,8 81,0 

40 15,5 15,5 96,5 

9 3,5 3,5 100,0 

258 100,0 100,0  

 
 

The Table 4.7 above shows that, out of the five main level of education, 6 (2.3%) of the 

respondent constituted of does who had a bachelor’s degree, 201 (77.9%) of the respondent were 

having a high school diploma, 2(.8%) of the respondent constituted does with less than a high 

School diploma, 40(15.5%) were respondent who had a master’s degree and lastly 9(3.5%) were 

respondent who had received skills through vocationalization. This means that the majority of 

business owners of micro enterprises in the two regions were literate who could understand and 

internalize the contents of the questionnaires distributed to them. 

 
4.2 Findings for Research Objective One (a). 

Examine the perception of tax rates on the growth of Microenterprises in Buea, South 

West region. 

Table 4.7 Presentation of tax rate results in the South West region (Buea). 
 

Table tax rate SA % A % U % D % SD % 

tax rate  are fairly 

constant for the past 

five years 

 

 

 

58 

 

 

 

38.9 

 

 

 

31 

 

 

 

20.8 

 

 

 

13 

 

 

 

8.7 

 

 

 

23 

 

 

 

15.4 

 

 

 

24 

 

 

 

16.1 

tax rate  are so high 

as compared to 

other countries 

 

 

 
86 

 

 

 
57.7 

 

 

 
35 

 

 

 
23.5 

 

 

 
15 

 

 

 
10.1 

 

 

 
8 

 

 

 
5.4 

 

 

 
5 

 

 

 
3.4 

tax rate is  not 

properly calculated 

 

75 

 

50.3 

 

50 

 

33.6 

 

6 

 

4.0 

 

13 

 

8.7 

 

5 

 

3.4 
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Tax rate 

discriminate against 

certain persons 68 45.6 52 34.6 7 4.7 13 8.7 9 6.0 
 

 
 

Source: field Survey, 2018 

The results in Table 4.8 revealed that 58(38.9%) of the respondents strongly agreed that tax rate 

are fairly constant for the past five years, 31(20.8%) agreed, 13 (8.7%) were undecided or 

Uncertain, 23(15.4%) disagreed while 24(16.1%) strongly disagreed with the statement. Also 

86(57.7%) strongly agreed that tax rate are as high as compare to others country, 35(23.5%) 

agreed, 15 (10.1%) were undecided, 8(5.4%) disagreed while 5(3.4%) strongly disagreed with 

the statement. Furthermore, 75(50.3%) strongly agreed that tax rate is not properly calculated, 

50(33.6%) agreed, 6(4.0%) were undecided 13(8.7%) disagreed while 5 (3.4%) strongly 

disagreed with the statement. Lastly, 68(45.6%) of respondents strongly agreed that tax rate 

discriminate against certain group of persons, 52(34.6%) agreed, 7(4.7%) were undecided, 

13(8.7%) disagreed while 9(6.0%) strongly disagreed with the statement. 

4.2.1 Findings for Research Objective One (b). 

Examine the perception of tax rates on the growth of Microenterprises in Douala I, littoral 

Region. 

Table 4.8 Tax Rate 
 

Table tax rate SA % A % U % D % SD % 

tax rate  are fairly 

constant for the past five 

years 

 

 

 

53 

 

 

 

48.6 

 

 

 

31 

 

 

 

28.4 

 

 

 

10 

 

 

 

9.2 

 

 

 

10 

 

 

 

9.2 

 

 

 

5 

 

 

 

4.6 

tax rate  are so high as 

compared to other 

countries 

 

 

 
66 

 

 

 
60.6 

 

 

 
21 

 

 

 
19.3 

 

 

 
5 

 

 

 
4.6 

 

 

 
10 

 

 

 
9.2 

 

 

 
7 

 

 

 
6.7 

tax rate is  not properly 

calculated 

 

55 

 

50.5 

 

32 

 

29.4 

 

5 

 

4.6 

 

10 

 

9.2 

 

5 

 

3.4 

Tax rate discriminate 

against certain persons 

 
 

43 

 
 

39.4 

 
 

40 

 
 

36.7 

 
 

7 

 
 

6.4 

 
 

10 

 
 

9.2 

 
 

9 

 
 

8.3 

Source: Field survey, 2018 
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The results of table 4.9 revealed that 53(48.6%) of the respondents strongly agreed that tax rate 

are fairly constant for the past five years, 31(28.4%) agreed, 10 (9.2%) were undecided, 10(9.2%) 

disagreed while 5(4.6%) strongly disagreed with the statement. Also 66(60.6%) strongly agreed 

that tax rate are as high as compare to others country, 21(19.3%) agreed, 5 (4.6%) were 

undecided, 10(9.2%) disagreed while 7(6.7%) strongly disagreed with the statement. 

Furthermore, 55(50.5%) strongly agreed that tax rate not properly calculated, 32(29.4%) agreed, 

5(4.6%) were undecided 10(9.2%) disagreed while 5 (3.4%) strongly disagreed with the 

statement. Lastly, 43(39.4%) of respondents strongly agreed that tax rate discriminate against 

certain group of persons, 40(36.7%) agreed, 7(6.4%) were undecided, 10(9.2%) disagreed while 

9(8.3%) strongly disagreed with the statement. 

4.2.2 Findings for research Objective two (a). 

To assess the Perception of tax policies as perceived by small business operators in Buea, 

South West region. 

The result is as presented in Table 4.10 

 
Table 4.9 Tax Policy as perceived by small operators in Buea, South West region. 

 

 SA % A % U % D % SD % 

Registration process 

is time consuming 

 
66 

 
44.3 

 
35 

 
23.5 

 
9 

 
6.0 

 
15 

 
10.1 

 
24 

 
16.1 

red tape in the 

registration process 

 

82 

 

55.0 

 

40 

 

26.8 

 

8 

 

5.4 

 

8 

 

5.4 

 

11 

 

7.4 

tax regulation not 

properly enforced 

 

80 

 

53.7 

 

41 

 

27.5 

 

7 

 

4.7 

 

13 

 

8.7 

 

8 

 

5.4 

the tax law is simple 

and clear 

 

24 

 

16.1 

 

47 

 

31.5 

 

20 

 

13.4 

 

17 

 

11.4 

 

41 

 

27.5 

At times involve in 

payment of multiple 

taxes 

 

 

 
37 

 

 

 
24.8 

 

 

 
29 

 

 

 
19.5 

 

 

 
8 

 

 

 
5.4 

 

 

 
33 

 

 

 
22.1 

 

 

 
42 

 

 

 
28.2 

Unnecessary fines 

and penalties 

imposed 

 

 

 
6 

 

 

 
44.3 

 

 

 
46 

 

 

 
30.9 

 

 

 
10 

 

 

 
6.7 

 

 

 
15 

 

 

 
10.1 

 

 

 
12 

 

 

 
8.1 

Source: Field survey, 2018 
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The result in Table 4.10 revealed that 66(44.3%) of the respondents strongly agreed that the 

registration process is time consuming, 35(23.5%) agreed, 9(6.0%) were undecided, 15(10.1%) 

disagreed while 24(16.1%) strongly disagreed with the statement. Also, 82(55.0%) of the 

respondents strongly agreed that there is red tape in the registration process, 40(26.8%) agreed, 

8(5.4%) were undecided, 8(5.4%) disagreed while 11(7.4%) strongly disagreed with the 

statement. Also, 80(53.7%) of the respondents strongly agreed that tax regulation is not properly 

enforced, 41(27.5%) agreed, 7(4.7%) were undecided, 13(8.7%) disagreed while 8(5.4%) 

strongly disagreed with the statement. Furthermore, 24(16.1%) of the respondents strongly 

agreed that the tax law is simple and clear, 47(31.5%) agreed, 20(13.4%) were undecided, 

17(11.4%) disagreed while 41(27.5%) strongly disagreed with the statement. Additionally, 

37(24.8%) of the respondents strongly agreed that at times the tax laws involve in payment of 

multiple taxes, 29(19.5%) agreed, 8(5.4%) were undecided, 33(22.1%) disagreed while 

42(28.2%) strongly disagreed with the statement. Lastly, 6(44.3%) of the respondents strongly 

agreed that there are unnecessary fines and penalties imposed, 46(30.9%) agreed, 10(6.7%) were 

undecided, 15(10.1%) disagreed while 12(8.1%) strongly disagreed with the statement. 

4.2.3 Findings for research Objective two (b). 

Table 4.10 Tax Policy as perceived by small operators in Douala I (littoral) region 
 

 SA % A % U % D % SD % 

Registration process 

is time consuming 

 
58 

 
53.2 

 
19 

 
17.4 

 
4 

 
3.7 

 
10 

 
9.2 

 
18 

 
16.5 

red tape in the 

registration process 

 

46 

 

42.2 

 

23 

 

21.1 

 

12 

 

11.0 

 

10 

 

9.2 

 

18 

 

16.5 

tax regulation not 

properly enforced 

 

60 

 

55.0 

 

32 

 

29.4 

 

4 

 

3.7 

 

10 

 

9.2 

 

3 

 

2.8 

the tax law is 

simple and clear 

 

30 

 

27.5 

 

22 

 

20.2 

 

27 

 

24.8 

 

8 

 

7.3 

 

22 

 

20.2 

At times involve in 

payment of multiple 

taxes 

 

 

 
26 

 

 

 
23.9 

 

 

 
20 

 

 

 
18.3 

 

 

 
10 

 

 

 
9.2 

 

 

 
26 

 

 

 
23.9 

 

 

 
27 

 

 

 
24.8 

Unnecessary fines 

and penalties 

imposed 

 

 

 
44 

 

 

 
40.4 

 

 

 
43 

 

 

 
39.4 

 

 

 
3 

 

 

 
2.8 

 

 

 
11 

 

 

 
10.1 

 

 

 
8 

 

 

 
7.3 

Source: Field survey, 2018 
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The result in Table 4.11 revealed that 58(53.2%) of the respondents strongly agreed that the 

registration process is time consuming, 19(17.4%) agreed, 4(3.7%) were undecided, 10(9.2%) 

disagreed while 18(16.5%) strongly disagreed with the statement. Also, 46(42.2%) of the 

respondents strongly agreed that there is red tape in the registration process, 23(21.1%) agreed, 

12(11.0%) were undecided, 10(9.2%) disagreed while 18(16.5%) strongly disagreed with the 

statement. Also, 60(55.0%) of the respondents strongly agreed that tax regulation is not properly 

enforced, 32(29.4%) agreed, 4(3.7%) were undecided, 10(9.2%) disagreed while 3(2.8%) 

strongly disagreed with the statement. Furthermore, 30(27.5%) of the respondents strongly 

agreed that the tax law is simple and clear, 22(20.2%) agreed, 27(24.8%) were undecided, 

8(7.3%) disagreed while 22(20.2%) strongly disagreed with the statement. Additionally, 

26(23.9%) of the respondents strongly agreed that at times the tax laws involve in payment of 

multiple taxes, 20(18.3%) agreed, 10(9.2%) were undecided, 26(23.9%) disagreed while 

27(24.8%) strongly disagreed with the statement. Lastly, 44(40.4%) of the respondents strongly 

agreed that there are unnecessary fines and penalties imposed, 43(39.4%) agreed, 3(2.8%) were 

undecided, 11(10.1%) disagreed while 8(7.3%) strongly disagreed with the statement. 

4.2.4 Findings for research Objective Three (a). 

Here the respondents were asked to tick the types of taxes guaranteeing fair competition 

amongst microenterprises. 

The results is as presented on the Chart 4.8 below. 

 

 

 
Figure 4.7 taxes supporting the growth of Micro enterprises 

Source: Field survey, 2018 

209 
178 

154 

98 100 

63 23 13   32   27 43   43 28   67 34   
74   

53   32   15   18   18 
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From the chart 4.8 above, we discovered that the responses was bilateral, that is, the responses 

came from both Buea, South West and Douala I (Littoral) regions respectively. From the chart 

above we discovered that the results from the shopping/Kiosk Rates constituted 63%response rate 

from respondents which was slightly above the average 50% response rate. Market levy however 

enormously climb up to 154% rate response from respondents. Tenement rates fell below the 

50% average response rate with a 23% response rate from respondents. Licensing fee for sale of 

liquor rise above the 50% rate response to 98% rate response from respondents. Slaughter slab 

license fee in abattoirs fell drastically below the 50% average percent rate with a 13% response 

rate. Marriage, birth and death registration fee slightly climb up below the 50% average response 

rate with a 32% response rate. Motor park fees fell below the 50% average response rate with a 

27% response rate. Wind Screen licenses climbed up remarkably above the 50% average rate 

response with a 178% rate response. Both Parking Fee on LG streets/roads and public 

convenience, sewage and refuse disposal fee fell moderately below the 50% average rate response 

to 43% response rate respectively. Business License Tax was however the most predominant tax 

type which received about 209% response rate from the respondents. Corporate business permit 

fell drastically above the 50% average rate response to 28% response rate. Business premises rate 

climbed up to 67% response rate above the 50% average response rate. Road taxes raised higher 

to 100% rate response. Company Income Tax fell below the 50% average rate to 34% response 

rate. Direct Income Tax (Self-assessment) received 74% rate response. Tow and Parking fee 

slightly rose above the 50% rate response to 53% rate response. Container fee fell below the 50% 

average response rate to 32% response rate. Loading/ off-loading fee fell drastically below the 

50% average rate response to 15% rate response. Contract Registration and Contract processing 

fees fell drastically below the 50% average rate response to 18% rate response respectively. This 

implies that out of the 21 tax types, nine tax types within and above the 50% rate response had or 

contributed in guaranteeing fair competition amongst owners of Microenterprises in both Buea, 

South West and Douala I (littoral region). 

4.2.5 Findings for research Objective Three (b). 

To assess the Perception of taxes on the growth of Microenterprises in Buea, South West 

region. 

The result is as presented in Table 4.12 
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Table 4.12 Tax effect on the growth of Microenterprises in Buea, South West region 
 

Tax effect on: Severe % Moderate % Low % Not affected % 

Growth 59 39.6 56 37.6 22 14.8 12 8.1 

Income 76 51.0 55 36.9 10 6.7 8 5.4 

Employment 57 38.3 66 44.3 17 11.4 9 6.0 

Assets 38 25.5 81 54.4 12 8.1 18 12.1 

Registration 56 37.6 52 34.9 29 19.5 12 8.1 

 

 
 

Source: Field survey, 2018 

 
Table 4.12 revealed that 59(39.6%) of the respondents said that taxes have severely affected their 

business in terms of growth, 56(37.6%) said it has affected them moderately, 22(14.8%) said 

lowly while 12(8.1%) said taxes have not affected their business in terms of growth. Also, 

76(51.0%) of the respondents said taxes have severely affected their business in terms of income, 

55(36.9%) said it has affected them moderately in this dimension, 10(6.7%) said it has affected 

them lowly, while 8(5.4%) said it has not affected them at all in this regard. Equally 57(38.3%) 

of the respondents accepted that taxes have severely affected their business in terms of 

employment, 66(44.3%) said it has affected them moderately, 17(11.4%) said it has affected them 

lowly while 9(6.0%) said it has not affected them in this regard at all. Furthermore 38(25.5%) 

said taxes have severely affected their business in terms of assets, 81(54.4%) said it affected them 

moderately, 12(8.1%) said it affected them lowly while 18 (12.1%) said it has not affected them 

at all. Lastly, 56(37.6%) of the respondents accepted that taxes have severely affected their 

business in terms of registration processes, 52(34.9%) said it has affected them moderately, 

29(19.5%) said it has affected them lowly while 12(8.1%) said it has not affected them. 

Table 4.13 tax effect on the growth of Microenterprises in Douala I (Littoral region) 
 

Tax effect on: Severe % Moderate % Low % Not affected % 

Growth 35 32.1 46 42.2 20 18.3 8 7.3 

Income 48 44.0 54 49.5 5 4.6 2 1.8 

Employment 35 32.1 52 47.7 15 13.8 7 6.4 

Assets 36 33.0 51 46.8 15 13.8 7 6.4 

Registration 44 40.4 40 36.7 18 16.5 7 6.4 

Source: Field survey, 2018 
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Table 4.13 revealed that 35(32.1%) of the respondents said taxes have severely affected their 

business in terms of growth, 46(42.2%) said it has affected them moderately, 20(18.3%) said 

lowly while 8(7.3%) said that taxes have not affected their business in terms of growth, Also, 

48(44.0%) of the respondents said that taxes have severely affected their business in terms of 

income, 54(49.5%) said it has affected them moderately in this dimension, 5(4.6%) said it has 

affected them lowly, while 2(1.8%) said it has not affected them at all in this regard. Equally 

35(32.1%) of the respondents accepted that taxes have severely affected their business in terms 

of employment, 52(47.7%) said it has affected them moderately, 15(13.8%) said it has affected 

them lowly while 7(6.4%) said it has not affected them in this regard at all. Furthermore 

36(33.0%) said that taxes have severely affected their business in terms of assets, 51(46.8%) said 

it affected them moderately, 15(13.8%) said it affected them lowly while 7(6.4%) said it has not 

affected them at all. Lastly, 44(40.4%) of the respondents accepted that taxes have severely 

affected their business in terms of registration processes, 40(36.7%) said it has affected them 

moderately, 18(16.5%) said it has affected them lowly while 7(6.4%) said it has not affected 

them. 

4.3 Test of hypothesis (inferential analysis) 

To investigate the impact of taxes on Micro businesses in Douala and Buea. The result is 

presented in Table 4.14 and 4.15 

Table 4.14 below presents the results of the correlation analysis. 

 
Table4.11 Correlation Analysis 

 

Correlation 

  tax rate tax 

policies 

types of 

taxes 

tax effect on 

growth 

 

 
tax rate 

Pearson 

Correlation 
1 .459**

 -.066 -.518**
 

 Sig. (2-tailed)  .000 .290 .000 

 N 258 258 258 258 
 

tax policies 

Pearson 

Correlation 
.459**

 1 .145*
 -.897**

 

 Sig. (2-tailed) .000  .020 .000 

 N 258 258 258 258 

 

types of taxes 

Pearson 

Correlation 
-.066 .145*

 1 -.029 

 Sig. (2-tailed) .290 .020  .638 

 N 258 258 258 258 
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Pearson 

tax effect on Correlation 

growth Sig. (2-tailed) 

N 

-.518**
 -.897**

 -.029 1 

.000 .000 .638  

258 258 258 258 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

It is clear there is a significant positive relationship between tax rate and tax policy (r=0,459, 

p<0.05). Tax rate and types of taxes were found to have a significant negative relationship 

(r=-0.66, p<0.05). Furthermore, it was found that types of taxes and tax policy had a 

significant weak positive relationship (r=0.145, p<0.05). As a synopsis, there exist a positive 

and significant weak relationship between tax policy, type of taxes and the growth of micro 

enterprises. 

 

Table4.12 Regression results of the effect of taxes on Micro Businesses in Buea and Douala 
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

 

 
1 

(Constant) 

Tax rate 

Types of taxes 

Taxpolicy 

4.888 .106  45.936 .000 

-.095 .024 -.120 -4.026 .000 

.012 .004 .087 3.255 .001 

-.637 .022 -.855 -28.520 .000 

a. Dependent Variable:  Effect on businesses 

R2 = 0.827 

AdjR2 =0.825 

F –statistics =10.595 

Table 4.15 revealed an R² value the coefficient of multiple determinants of 0.827. This implies 

that changes in taxes could cause about 82.7 per cent variation in business performance. Thus the 

remaining 17.3 per cent changes in business performance could be caused by other variables not 

shown in the equation but represented by the error term. The Adjusted R² value of 0.825 implies 

that the model is 82.5 per cent goodness fit. The F-value of 10.595 which is significant at 0.05 

level of significance implied that there is a substantial relationship between taxes and business 

performance. 
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The estimated coefficients for the tax rate is negative. This is in line with the economic a priori 

expectation. This Implies that when the tax rate increases business activities will also decrease. 

The estimated coefficient for tax policy is positive. This means that when tax policies are 

favorable business activities will increase. This result is in order with economic expectation and 

significant at 0.05 level of significance. The estimated coefficient for types of tax is positive. This 

means that there is a direct relationship between the types of taxes and business activity. This 

finding is in line with economic expectation and significant at 0.05 level of significance. 

4.3 Discussion of findings 

The finding of hypothesis one of this study revealed that there exists a significant inverse 

relationship between tax rate and business activities. This finding is in agreement with the finding 

of Schwellnus and Arnold (2008) who investigated the impact of the tax rate on growth at the 

firm level. They indicated that high taxes reduce productivity and investment at the firm level, 

especially the case for firms who are catching up to the technological frontier. This finding is also 

in line with the finding of Conefrey & Fitzgerald (2011) who estimated the impact of corporation 

tax rates on an economy in the 1990s and early 2000s. Their analysis focuses on the reduction in 

the rate of corporation tax in the business and financial services sector from 40% in 1994 to 12.5% 

by 2003. Their result revealed that there exist negative impact of a high tax rate on the growth 

of the economy as measured by the GNP. 

The findings of hypothesis two of this study revealed that there exists a significant inverse 

relationship between tax policies and business activities. This finding is in agreement with the 

finding of Liedholm and Mead (1999) who found that, licenses considerably more constrain 

business start-ups and registration requirements than more mature firms are. Brautigam, 

Fjeldstad, and Moore (2006) also find that female owners are more restricted by regulations than 

male owners, directly contradicting the result of Liedholm and Mead (1999). 

The findings presented clearly indicated that there was a significant strong negative relationship 

between growth of small scale businesses and the tax rates in both the South West region (Buea) 

and Douala I littoral region. This is indicated by the Pearson correlation coefficient r = -.518 and 

p<0.05. This is interpreted to mean that as more taxes are imposed on Micro enterprises, it results 

to lower Growth rate of Micro enterprises. Growth of Small scale enterprises and the tax policy 

were found to have a negative strong relationship (r=-897, p<0.05). This is interpreted to mean 

that the unfair the tax policies are, the slower the growth trends for Small scale business. The 

government should therefore come up with good tax policies on small scale businesses if they are 

to stimulate their growth. The types of taxes were found to have a negative moderate relationship 
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with the growth of Micro enterprises (r=-029, p<0.05). This was interpreted to mean that the 

different types of taxes affect the growth of Micro enterprises to different extents based on their 

level of sales turn-over among other factors. 

The estimated coefficients for the tax rate is negative. This is in line with the economic a priori 

expectation. This Implies that when the tax rate increases business activities will also decrease. 

The estimated coefficient for tax policy is positive. This means that when tax policies are fair and 

consistent business activities will increase. This result is in order with economic expectation and 

significant at 0.05 level of significance. The estimated coefficient for types of taxes is positive. 

This means that there is a direct relationship between the kind of taxes and business activity. This 

finding is in line with economic expectation and significant at 0.05 level of significance. 

4.4 Limitations of the Study 

Although the research has reached its aims, there were some unfavorable limitations. The study 

envisaged discrepancies resulting from current Anglo-phone crises especially in the South West 

Region that created unfavorable environment to carry out research. The researchers in carrying 

out the research work were limited in the following ways, 

1. The research was limited by time period: The researchers had only six months to carry out 

the research. Due to this limit the study could not fully cover all the components of tax rates 

and the types of taxes supporting the growth of micro enterprises, and posed difficulties to 

compile all the necessary information about the impacts of taxes on the growth of micro 

enterprises due to time limit. 

2. Most operators of micro enterprises were not registered at the DGI and CNPS making them 

to be operating illegally and consequently missing out completely the declaration status of 

No of employees and their actual turnover unknown by legal authorities in charge of 

collecting tax most especially in the South West region. This had a questionable effect on the 

results of Data obtained from the field during the survey. 

3. Worse still the business owners were busy attending to their customers and rarely spared time 

for the researcher. 

4. Financing the research study was too costly in terms of transport costs, feeding and 

processing of the proposal and research report. 

5. There was equally the problem of language barrier in Douala I littoral region were the 

researches had to interpret the set of questions that was in English into French for respondents 

to comprehend and likewise fill in the questionnaires in return. 
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           CHAPTER FIVE 

 

 
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS 

 

5.1 Summary of Findings 

Based on the analysis of the objectives of this study, the following findings were arrived at 

 
5.1.1 Summary of Findings for Research Objective one: Examine the perception of tax rates 

on the growth of Microenterprises in Buea, South West region and Douala I, Littoral region. 

There exist a significant and negative relationship between the tax rate and the performance of 

the Micro businesses both in Buea, South West and Douala I, Littoral Regions. This implies that 

the higher the tax rate, the lower the expansion or growth of the microenterprises. 

5.1.2 Summary of Findings for Research Objective two: To assess the Perception of tax 

policies as perceived by small business operators in Buea, South West region and Douala I, 

Littoral region. 

Tax policy significantly exerts a negative effect on the performance of microenterprises. This 

therefore means that better tax policy will enhance business growth while poor tax policy will 

inhibit the performance of microenterprise businesses. 

5.1.3 Summary of Findings for Research Objective three: To assess the Perception of taxes 

on the growth of Microenterprises in Buea, South West region and Douala I, Littoral region. 

There exist a significant and positive relationship between the type of taxes and the growth of 

microenterprises. 

5.2 Conclusion 

In conclusion, it was established that high tax rates have an adverse effect on the growth of 

microenterprises. The better (considerable) the tax rates, the more the growth of microenterprises. 

If the tax rates are high, the profit margins of the firms become too small to improve on the scale 

and size of the business as the microenterprises will hardly have enough capital to re-invest. It 

was also concluded that better tax policies have a positive effect on the growth of 

microenterprises; thus the more favorable the tax policies are, the better the growth trends for 

microenterprises. Types of taxes are concluded to have a positive effect on the growth of 

microenterprises. Since the level of income determines the types of tax that the microenterprises 

receive, if better and favorable kinds of taxes are adopted, then they would boost the expansion 

of microenterprises. 
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5.3 Recommendations 

1. From the findings of this study, we recommend that the government should set tax rates that 

are considered so that Micro enterprises and other investors can be motivated to expand their 

unlimited potential in the business world. This would, in turn, impact the economy of South West 

region (Buea) and Douala I (Littoral) Region positively, and the benefits would be passed on to 

all the citizens. 

2. The government should also seek to come up with a good tax policy that clearly defines and 

stipulates the tax procedures, governing acts, tax rates among other fundamental issues that 

influence taxes in the South West region (Buea) and Douala I (Littoral Region). The types of 

taxes should be clearly defined and made depending on the size, nature, obligations and legal 

attachment of different businesses. 

3. Special treatment should be accorded to microenterprises in developing the different types of 

taxes as they are the ones that are always close to the ordinary citizen. Cameroon DGI (Direction 

génerale des Impots) needs to do more regarding sensitizing the public on tax rates, types of taxes 

and tax policies because people in business do little to enlighten themselves on income tax rates. 

4. Micro enterprises should be levied lower amounts of taxes so that they will have enough funds 

for other activities that will lead to business growth. Furthermore it will help them get better 

equipped to survive in a competitive market. 

5. The government should consider increasing tax incentives and exemptions as this will not only 

attract investors who are potential tax payers, it will encourage voluntary compliance and 

ultimately leads to expansion of existing business interests of the Micro enterprises in both the 

South West region (Buea) and Littoral region(Douala) of Cameroon. 

5.4 Areas for further research 

The following areas were suggested for further research 

 
1. Another study could be carried out on the tax awareness and compliance. 

2. Another study could be carried out on the same topic but the sample size should be increased. 
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APPENDICES 

 

 

PAN AFRICAN INSTITUTE FOR DEVELOPMENT – WEST AFRICA 

 
P.O. BOX 133, BUEA, CAMEROON 

 
 

 

 

 
DEPARTMENT OF BUSINESS AND MANAGEMENT STUDIES 

 

 

 
QUESTIONNAIRES 

 

 

 

 
QUESTIONNAIRE FOR BUSINESS PROPRIETORS 

 

Dear respondents 

 

We are Entrepreneurship and Management students at the Pan African Institute for Development 

West Africa (PAID-WA), perusing a Bachelor Degree in Entrepreneurship and Management. We 

are conducting a study on “The Impact of Taxation on Growth of Very Small or Micro- 

enterprises in Cameroon: Case of Douala and Buea.” In the case of confidentiality the responds 

provided in this questionnaire is considered confidential and will be used for academic purposes 

only. Your participation is voluntary and will be much grateful if the questions are answered in a 

true and fair view. Please feel free to ask questions or any clarifications before you fill in this 

questionnaire. 
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INSTRUCTIONS 

 
Please give a tick (√) in the box of your correct answer and fill in where ever necessary. 

SECTION A: Demographics and Background Information 

1. Gender: 

 
a)  Female b) Male 

 
2. Age: 

 
a)  21-30 b) 31-40 c) 41-50 

 
d)   51-60 e) 61 and above 

 
3. Marital status: 

 
a)  Single b) Married 

 
c)  Widowed d) Divorced 

 
e) Widower 

 
4. Your highest level of education: 

 
a. Less than a High school diploma 

 
b. High school diploma 

 
c. Bachelor’s degree 

 
d. Master’s degree 

 
e. Vocational training 

 
f. Others:    

 

5. Sector of Business: 

 
a) Manufacturing 

 
b) Agro-business 

 
c) Wholesale/retailing 

 
d) Service Sector 
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e)  Others………………………………………………………………………………… 

 
6. What is the total number of employees in the company? (including the owner) 

a) 1-5 

b)  6 – 10 

 
c)  11-15 

 
d)   15 and Above 

 
7. Is your business entity a registered one? 

 
a) Yes b) No 

 
8. After what period is the assessment for taxes done? 

 
a) Six months b) Four months 

 
c) One year d) Two years 

 
e) More than two years 

 
9. After what period is tax collected? 

 
a) Every after three months b) Every after four months 

 
c)   Every after six months d) Every after nine months 

 
e)  Every after one year 

 
10. Is nature of the taxation system in Cameroon favorable? 

 
a) Strongly agree b) agree c) Uncertain 

 
d)  Disagree e) Strongly Disagree 

 

 

 
SECTION B: 

 
Effects of tax rates on the growth of Micro enterprises 

 
1. What is your opinion on current tax rates? 

 
a)   High b) Mediocre c) low 
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2. Tax rates have an impact on the prices of goods and services especially on the Growth of 

Micro enterprises. 

a)  Strongly disagree b) Disagree c) Uncertain 

 
d)  Agree e) strongly agree 

 
3. Poor Sales leads to tax evasion 

 
a)  Yes b) No 

 
4. High tax rates leads to tax evasion 

 
a)  Strongly disagree b) Disagree c) Uncertain 

 
d) Agree e) strongly agree 

 
5. High tax rates generally encourage more non-compliance 

 
a)  Strongly disagree b) Disagree c) Uncertain 

 
d) Agree e) strongly agree 

 

 

 
SECTION: C 

 
Effects of tax policies on the Decision to start a micro Enterprise 

 
1. Tax Registration Process is time consuming 

 
a)  Yes b) No 

 
2. Tax registration involves many departments 

 
a)  Yes b) No 

 
3. Tax laws complexity add to incorrect tax returns 

 
a)  Strongly disagree b) Disagree c) Uncertain 

 
d) Agree e) strongly agree 

 
4. Fines and penalties charged for late fillings are stiff 

  

a)  Strongly disagree b) Disagree c) Uncertain 

d) Agree e) strongly agree 
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5. Tax law is not simple and clear in Cameroon 

 
a) Strongly disagree b) Disagree c) Uncertain 

 
d) Agree e) strongly agree 

 
6. Tax regulation is appropriately enforced 

 

  
 

7. Tax registration processes are; 

 
a)  Fair b) consistent c) Static 

 
d)   Flexible e) Unfair 

 

 

 
SECTION: D 

 
Please tick the type of taxes you pay 

 

Types of taxes  

Shopping/Kiosk Rates  

Market levy  

Tenement rates  

Licensing fee for sale of liquor  

Slaughter slab license fee in abattoirs  

Marriage, birth and death registration fee  

Motor park fees  

Wind screen licences  

Parking Fee on LG streets/roads  

Public convenience, sewage and refuse disposal  

Business License tax  

Corporate business permit  

Business premises rate  

Road Taxes  

Company Income Tax  

Direct Income Tax (self-assessment)  

Tow and parking  

Container fee  

Loading/off loading  

Contract Registration fees  

Contract processing fees  

a) Strongly disagree b) Disagree c) Uncertain 

d) Agree e) strongly agree 
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SECTION: E 

 
Effects of taxes on the Growth of Micro enterprises 

 
1. I can firmly say that the payment of taxes impedes on the growth of businesses 

a. Severely b. moderately c. lowly 

 
d. Not affected 

 
2. The payment of taxes has caused a reduction in the income of the citizenry 

 
a. Severely b. moderately c. lowly 

 
d. Not affected 

 
3. High taxes reduces the assets of Micro enterprises 

 
a. Severely b. moderately c. lowly 

 
d. Not affected 

 
4. At times multiple registration processes affects the growth of Micro enterprises 

 
a. Severely b. moderately c. lowly 

 
d. Not affected 

 

 
5. Inadequacy of skills required to employ others has affected the Growth of your business 

 
a. Severely b. moderately c. lowly 

 
d. Not affected 

 

 

 
The end 

 
Thank you very much for your valuable Time 


