Chapter 2
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of Entrepreneurs and SMME Performance
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Abstract Small-, medium-, and micro-sized enterprises (SMMESs) constitute a vast
majority of businesses in Cameroon and are a vital source of its economic growth,
dynamism, and flexibility. SMMEs as economic agents are not only built on their
intrinsic qualities, but also rely on information from the business environment. This
chapter assesses the impact of entrepreneurial characteristics on the performance of
SMMEs. The data used for this study are ‘the General Census of Companies in
Cameroon,’ conducted with 93,969 companies by the National Institute of Statistics
(INS). The study uses multiple regressions to assess the direct effects of entrepre-
neurs’ characteristics on the performance of their SMMEs. A statistical analysis of
the data reveals that men (60 %) are more entrepreneurially active than women and
are mostly less than 50 years old (80 %). Econometric analyses show that char-
acteristics such as gender, age, training, level of education, country of origin, and
the share of capital of an entrepreneur significantly influence a SMME’s perfor-
mance. Further, the social networking capacity of entrepreneurs facilitates eco-
nomic action and allows them to expand the scope of their businesses by saving
resources and leveraging exclusive resources and opportunities. These relationships
help the entrepreneurs transform human and financial resources into profit. The
level of education feeds into a persistent entrepreneurial logic, and vocational
training received by Cameroonian entrepreneurs determines their career opportu-
nities and the performance of their ventures.

Keywords Entrepreneur - SMME - Performance - Entrepreneurial characteristics

A.D. Tsambou (I - L. ler Ndokang Esone

Faculty of Economics and Management Sciences,

University of Yaoundé II-Soa, P.O. BOX 1365, Yaoundé, Cameroon
e-mail: tsamboudumas@yahoo.fr

L. ler Ndokang Esone
e-mail: ndokang2087 @gmail.com

© Springer Science+Business Media Singapore 2016 9
L. Achtenhagen and E. Brundin (eds.), Entrepreneurship and SME

Management Across Africa, Frontiers in African Business Research,

DOI 10.1007/978-981-10-1727-8_2



10 A.D. Tsambou and L. ler Ndokang Esone

2.1 Introduction

Small-, medium-, and micro-sized enterprises (SMMEs) are the backbone of all
economies and are a vital source of economic growth, dynamism, and flexibility in
both industrialized countries and emerging economies and developing countries.
SMME:s played an important role in innovation, job creation, and the development
of industrialized countries during the twentieth century (Quiles 1997). In devel-
oping countries, mainly in sub-Saharan Africa (SSA), SMMEs are the dominant
form of business, representing between 95 and 99 % of the business depending on
the country: about 99 % in Cameroon with a strong representation (89 %) of
individual companies (INS 2009), 93 % in Morocco, 90 % in the Democratic
Republic of Congo, and 95 % of manufacturing activity in Nigeria (OECD 2006).
Despite this weight, the contribution of SMMEs to the gross domestic product
(GDP) is estimated at less than 20 % in most African countries, while it is up to 60
and 70 % in OECD countries (Admassu 2009). In addition, SMMEs operating in
sub-Saharan African countries, on average, employ less than 30 % of the workforce
in the manufacturing sector, while this proportion is 74.4 % in Asian countries,
62.1 % in the countries of Latin America and the Caribbean, and 73.1 % in OECD
countries (Ondel’ansek 2010). In Cameroon, SMMEs employ 61 % of the work-
force and their contribution to GDP is estimated at 31 % (INS 2009).

Given this contrast, the various elements that contribute to the development of
SMME:s, such as improved financial conditions through the creation of a bank for
SMMEs, are not enough to boost the growth, development, and sustainability of
these companies. This is due to the business environment characterized by, for
example, technological breakoffs; profound changes in consumer habits; national
and global economic crises; and sudden changes in national economies. In such a
turbulent environment characterized by complexity, uncertainty, and dynamism, the
mortality rate of these companies in the start-up and growth phases is still important
(according to OECD 2001, 60 % of operational SMMESs do not pass the milestone
of 40 years). One of the main factors behind the bankruptcy or death of emerging
African SMME:s (Capiez and Hernandez 1998) is the lack of skills by entrepreneurs
and/or corporate leaders to penetrate new markets (Kamdem 2011). Thus, we might
actually invoke the fact that some key skills derive directly from an entrepreneur’s
characteristics such as experience and training. An entrepreneur’s characteristics are
thus considered as a factor that comes into play for the success, development, and
sustainability of the business. Given the important role of entrepreneurs in the
functioning of SMMEs (with strong representation of individual companies at
89 %), many published works highlight the significant impact of an entrepreneur’s
characteristics on the performance of the business he/she manages (INS 2009). This
effect is explained in relation to certain demographic, psychological, and behavioral
characteristics of the entrepreneur as well as in relation to his/her management
abilities and technical expertise. According to the Cameroon National Institute of
Statistics (INS 2009), the characteristics of a Cameroonian entrepreneur are defined
by his/her background (age, sex, level of study, nationality, and creation nature);
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triggering effects (region, professional training, belonging to a group, and religion);
and environmental factors (the source of social capital, the legal form of the firm,
technological innovations, and ICT usage).

A study by Lorrain et al. (2002) on entrepreneurs’ characteristics concludes that
entrepreneurs who are most successful tend to be older, more experienced, more
motivated, and more competent. Similarly, Aldrich and Davis (2000) in their study
on the organizational advantage of social capital conclude that social capital, the
social and relational environment of an enterprise, and an entrepreneur’s net-
working activities significantly influence the performance of his/her business. In
addition, studies also show that the acquisition or development of skills, knowl-
edge, and qualifications by an entrepreneur during the early years of the company
(Gartner et al. 1999) through various forms of learning (Chabaud et al. 2010) has an
influence on the growth of the company. Morris (1998) in his studies in en-
trepreneurship concluded that most SMMEs remain small and non-performing after
several years of operations due to lack of experience of entrepreneurs. Thus,
entrepreneurs’ characteristics are central to the performance of SMMEs and
therefore constitute a management issue from the perspective of an increasingly
strong cross-fertilization of research in entrepreneurship and human resource
management (Chabaud et al. 2008). Entrepreneurship, being a dynamic process of
creating and developing an organization in which the creator mobilizes and com-
bines resources (human, information, material, and financial) to increase opportu-
nities for a structured project, an entrepreneur would be both an actor of wealth
creation and a subject of the value creation. Based on different paradigms of
entrepreneurship (innovation, creation of organization, organizational emergence,
value creation), an entrepreneur is the initiator of performance; that is, he/she is an
economic agent and an engine of technological progress. He/she organizes, plans
production, and bears all risks (Schumpeter 1935). Entrepreneurs have a special and
indispensable role in the evolution of a liberal economic system. They are often at
the source of destructive creative innovations (Schumpeter 1939). They create
businesses and jobs, and contribute to the renewal and the restructuring of the
economy.

Schumpeter’s analysis (1935) emphasizes the place of an entrepreneur in the
creation, growth, and corporate development processes. This place is all the more
essential in the case of SMMEs, as an entrepreneur is a heroic figure in these types
of businesses (Capiez and Hernandez 1998; Julien and Marchesnay 1988). In
addition, the process of creating a new Cameroon social system through speedy
business creation in 72 h (a decree signed by the Prime Minister of Cameroon in
2010 to alleviate the business creation process and thus ease start-up procedures for
companies) puts an emphasis not only on the role of supporting organizations and
following-up structures for entrepreneurs, but also takes into account the charac-
teristics of entrepreneurs in ‘tying up’ their opportunities. In recognizing that the
process of creating and developing SMMEs involves not only the characteristics of
an entrepreneur, but also different features of an incubator organization and an
entrepreneur’s socioeconomic environment, this chapter answers the question:
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What is the impact of entrepreneurial characteristics on the performance of newly
created SMMEs in Cameroon?

Given the scarcity of publications on the impact of individual characteristics and
qualities of an entrepreneur on the performance of SMMEs in Cameroon, this work
attempts to fill this gap by assessing the impact of entrepreneurs’ characteristics on
the performance of SMMEs. Analyzing and evaluating the effects of entrepreneurial
characteristics on the performance of SMMEs can help us provide policy recom-
mendations that can create a favorable environment for entrepreneurship in
Cameroon. The remainder of this chapter is organized as follows: The following
section reviews literature related to the theoretical foundations of entrepreneurial
characteristics that influence the creation, development, and performance of
SMME:s. Section 2.3 presents the methodology and data used in this work. The
results are discussed in Sect. 2.4.

2.2 Literature Review

A big stream of literature highlights the significant impact of an entrepreneur on
business performance (Cooper 1993; Allemand and Schatt 2010). As a majority of
the SMMEs in Cameroon are individual enterprises (Alizadeh 2000) (having only
one shareholder who also manages the company), their performance can be
explained in relation to certain demographic, psychological, and behavioral char-
acteristics of entrepreneurs as well as in relation to their abilities in management
and their technical know-how. Entrepreneurs’ characteristics such as experience,
education level, age, sex, and networking are used to explain the success or failure
of a newly created company. Lorrain et al. (2002), studying the characteristics of
SMME entrepreneurs, conclude that entrepreneurs who are most successful tend to
be those who are older, more experienced, more motivated, and more competent.
Cooper (1982) concludes that experience in creating or managing a business is a
prerequisite for an entrepreneur’s success and contributes in one way or another to
the performance of the created company. Yet, Van Beest et al. (2009) refute this
assertion by stipulating that previous work experience has no influence on the
success or performance of a newly created company. Smallbone (1990) also pays
considerable attention to the influence that qualifications have on an entrepreneur’s
sustainability or cession of a newly created company.

According to human capital theory, knowledge increases individuals’ abilities
and contributes to the management of activities (Becker 1964), and some authors
establish relationships between education, entrepreneurship, and success in eco-
nomic activities and value creation (Davidsson 2002). Therefore, authors believe
that (formal or informal) education and various individual experiences are factors
that favor entrepreneurial activities. They suggest, for one, the influence of human
capital on performance. Marvel et al. (2007), studying the experience, education,
and original knowledge in technology of high-tech entrepreneurs, conclude that the
human capital of ‘technological entrepreneurs’ gives them unique advantages. From
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the same point of view, Wright et al. (2007) show the positive influence of human
capital characteristics on the success of technological entrepreneurship and business
performance. Hambrick (2007), in a study on the growth of SMME start-ups,
concludes that business performance depends on the leaders’ characteristics,
including their training and experience. In the same vein, Allemand and Schatt
(2010) analyze the impact of entrepreneurs’ training while simultaneously taking
into account their experience and the ownership structure which determines both
the incentives of the entrepreneurs and their constraints in decision making. They
conclude that training reflects the cognitive base of executives, thus acting in the
same way as other idiosyncrasies over their perceptions and interpretations of the
situations that they face. Similarly, focusing their interest on training as part of
managerial human capital, Castanias and Helfat (2001) state that this indicator is a
source of value creation and corporate managerial rents. That is, training in colleges
and universities pursued by some Cameroonian leaders should be synonymous with
higher performance of the companies that they lead. Human capital is thus an
essential characteristic of entrepreneurs.

Following criticism of individual characteristics, many authors have focused on
the social and relational environment of a company and an entrepreneur’s networking
activities (Aldrich et al. 1987; Aldrich and Dubini 1991). For Mizruchi (1996), the
influence of an entrepreneur’s characteristics on a firm’s performance can also be
explained by the fact of belonging to networks. That is, social relations and personal
contacts that entrepreneurs develop throughout their lives can be very useful because
they allow access to various benefits and advantages. In their study on access to social
networks, Lin and Dumin (1986) conclude that contacts from entrepreneurs’ social
networks are used to improve the performance of their businesses. The relationships
which result from these are a valuable resource for conducting businesses as they
facilitate economic action and allow entrepreneurs to expand their scope, to save their
resources, and have access to exclusive resources and opportunities. According to
Burt (1992), these networks help an entrepreneur to provide three categories of
resources to the business: financial resources (such as cash, bank deposits, and credit
lines), human resources (skills, charisma and intelligence, competences, and edu-
cation), and information resources (recognition of opportunities). Neergaard and
Madsen (2004) and Burt (2000) show that large networks with a high number of
contacts are quite important for the development of entrepreneurial projects as they
enable them to access resources held by other actors in the network. Similarly, having
an extensive network of contacts could help a company’s performance (Baron 2007).
Indeed, entrepreneurs having extended contacts should have less difficulty in finding,
selecting, and retaining partners (customers, suppliers, distributors, etc.) and also in
reducing their dependency on them. Similarly, maintaining more social ties will allow
entrepreneurs to better market their products and reduce certain costs including those
related to information search, decision making, fees paid to intermediaries, and
trading activities (Plociniczak 2001). Certainly, many works highlight the importance
of an entrepreneur’s social networking on the performance of his/her company
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(Batjargal 2001). However, only a few studies have been carried out in Cameroon on
this issue.
In summary, this discussion leads to the following hypotheses:

(a) The cognitive characteristics of an entrepreneur (training, level of education,
experience) positively affect the performance of a firm.

(b) Social networking abilities of an entrepreneur (quality of social capital) favor an
improvement in a firm’s performance.

2.3 Methodology

For the purpose of our study, econometric modeling proves to be essential. The
characteristics of an entrepreneur analyzed in this work are devoted to measuring
the output of an entrepreneur in terms of the performance of the firm. Many authors
(Gauzente 2011; Ananga et al. 2013) have focused on measuring the performance
of a firm. However, they did not use the same measuring instruments. These
countable indicators of a company are calculated from an assessment of the earning
reports of a company and are associated with its economic and financial perfor-
mance. Among other things we find: growth in sales turnover, production, added
value, rough operating surplus, rough operating results, and net operating profits.

Based on Cooper’s model (1979), adapted by Lacasse (1990), which has proved
to be a promising research approach to study the reality prevailing in Cameroon
(INS 2009), this study assesses the impact of entrepreneurs’ characteristics on the
performance of SMMEs. Next, we present our data source, the specification of the
model, the choice of variables, and statistical analyses.

2.3.1 Data Source

Data used for this research are from the General Census of Enterprises (RGE) realized
in 2009 by the National Institute of Statistics (INS). This census involved 93,969
companies and institutions operating in Cameroon. The survey represented 86.5 % of
the tertiary sector, 13.1 % of the secondary sector, and only 0.4 % of the primary
sector. The main objective of the census was to have a better understanding of the
current situation of enterprises and institutions in order to develop strategies for public
authorities, economic operators, and other analysts to effectively play their roles. In
general, information in this survey is related to companies, managers, and employees;
the business environment; technological innovations; and use of ICT and production
stock. For the present study, we had to extract data relative to firms, their managers
(entrepreneurs), and the business environment. This led us to specifically focus on an
entrepreneur’s characteristics (age, sex, level of education, professional experience,
social networking capacity, etc.) and the link with a firm’s performance. As control
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variables, we took information relative to companies (age, industry, the size, value
added), employees (age, sex, level of education, professional experience), business
environment (state of corruption, opportunities, and competition), technological
innovations, use of ITC, and production stock. The RGE survey covers the entire
country by targeting all economic units spotted on the field. We focused our interest
only on SMMEs operating in professional fixed and permanent locations. From the
93,969 companies and institutions surveyed, we extracted 36,976 that integrated our
study requirements. The classification used here is that of the National Institute of
Statistics (INS 2009), which considers businesses with not more than five employees
and a turnover less than US$ 27,275 as micro-businesses; small businesses are
companies with the number of employees between six and 20 and a turnover of
between US$ 27,275 and US$ 180,820; and medium-sized enterprises are companies
with between 21 and 100 employees and a turnover between US$ 180,820 and US$
1,818,182.

2.3.2 Specification of the Econometric Model

To estimate the performance of firm i, one can postulate a relation binding its gross
margin Y; to its inputs, K;, capital, and L;, labor (see for example King and Park
2004).

Y; = 0 (Ki, L) (23.1)

where factor 6; collects the productivity of the company.
By supposing a functional form of the Cobb-Douglas equation type, we can
therefore obtain a log linear relation as:

InY; =In0;+ B InK; + f; InL; (2.3.2)

The measurement of the performance used in this study can be the sales turn-
over, the profit or the added value. Each measurement integrates at least one of
three shutters: the quantity and the set of market products, selling prices of goods
and the cost of acquisition of goods. Each of these shutters can be affected by
characteristics of the entrepreneur, characteristics of the company, and related
commercial practices. In this analysis, we consider two main inputs: the capital
which we approximate by investments carried out by a company since its creation.
The second component is the labor factor which includes the total number of
permanent and temporary workers, which is a fraction of the annual total number of
working hours carried out by permanent and temporary employees.

Productivity 6; is unobservable by the econometer. We make the assumption that
this depends on the characteristics of an entrepreneur (like Paulson et al. 2006) and
on the characteristics of a company and the market (see King and Park 2004). Based
on this clarification, we suppose that productivity depends, beyond the business
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climate, on the intrinsic characteristics of an entrepreneur. We can thus express the
logarithm of productivity 6; of company i as:

In 0,‘ = O(0+VX5+;LZ5+TC[+8[ (233)

where X; is a vector of variables controlling characteristics specific to an entre-
preneur such as the level of education, experience, gender, age, and social net-
working abilities and mainly takes into account his/her managing capacities; Z; is
the vector of characteristics specific to the company such as the age, the branch of
industry, and the geographical situation; C; is the vector of variables related to
environmental factors and the triggering events for an entrepreneur. & can be seen
like errors of measurement or shocks on the productivity of the company. By
combining Egs. 2.3.2 and 2.3.3, we obtain a reduced form of the model, which can
then be written as:

InY; = o +“/X,'—|-}~Zi +1C; +ﬁK In K; —|—ﬁL InL; +¢; (234)

Taking into account the broad variance in the size and type of company, and the
heterogeneity of the firm’s activities, the traditional assumption of the constant
variance of the stochastic term of error in this model is likely to be violated. We
thus suppose heteroscedasticity by expressing the variance of errors like a multi-
plicative function of all explanatory variables of the model (see, for example,
Harvey 1976 or Greene 2003: 232-235). The parameters of the model are estimated
by the maximum likelihood method which minimizes the sum of the squares of
errors. Given the size of our sample, standard deviations might not be correctly
estimated if one uses the asymptotic matrix of variance—covariance.

2.3.3 Choice of Variables

The development of an entrepreneurial culture in Cameroon relies as much on
factors related to the entrepreneurs themselves, their families, their motivations, and
the business environment and to the actual location of a company. In the hope that
the factors explaining entrepreneurs’ characteristics affect entrepreneurship and
thereby boost the performance of SMMESs, we describe the variables related to the
characteristics of an entrepreneur, variables related to triggering events for an
entrepreneur, and variables related to the environmental factors of an entrepreneur
(Table 2.1).
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Table 2.1 Description
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of variables

Variables

Description

Standard performance

factors

CA

Turnover of the year of survey in US$

VA

Added value of the year of survey in US$

NL

Total labor force

Entrepreneur’s charact

eristics

Age Age of the entrepreneur

1 = 30 years or less, 2 = 30-39, 3 = 40-49, 4 = 50-59, 5 = beyond 60
Sex 1 = male, 2 = female
Education Level of study of the entrepreneur

1 = without any certificate, 2 = CEP, 3 = BEPC, 4 = Probatoire,

5 = BACC, 6 = License, 7 = BTS, 8 = Maitrise, 9 = DEA/Master
Nationality Nationality of the entrepreneur

1 = Cameroon, 2 = CEMAC, 3 = Africa, 4 = Europe, 5 = Asia,

6 = other
Training Training acquired by the entrepreneur

0 = without training, 1 = professional, 2 = apprenticeship,
3 = continued

Triggering variables

Region of the
entrepreneur

Region of origin of the entrepreneur
1 = Douala, 2 = Yaoundé, 3 = Adamaoua, 4 = East, 5 = Extreme
north, 6 = North, 7 = Northwest, 8 = West, 9 = South, 10 = Southwest

Variables linked to an

entrepreneur’s environment

PART_CAPT Capital participation : 1 = Yes, 2 = No
SA Sector of activity (operation) of the SMME

1 = primary sector, 2 = secondary sector, 3 = tertiary sector
TYP Type of SMME (1 = Micro, 2 = Small, 3 = Medium)
Control variables
Tatut_Jur Legal form of the SMME

1 = individual company, 2 = PLC, 3 = AS
2.4 Results

2.4.1 Descripti

ve Statistics and an Econometric Estimation

of the Model

Table 4.2 shows th

e descriptive statistics of the variables used in different tests

depending on the company size. It shows that more men (60 %) than women

(29 %) were entrep

reneurs regardless of the type of business. This suggests that

gender influences the decision to create a business or not. This is explained by the

fact that women in

Cameroon spend more time taking care of family issues and

domestic tasks. Dominique (2008) shows in his book that 80 % of domestic tasks
are done by women who spend 33 h per week on these tasks, against 16.30 h per
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week spent by men. Cameroonians of all ages create businesses. An analysis by age
shows that 80 % of SMME entrepreneurs were less than 50 years. The youngest
were eager to become entrepreneurs, but they usually had neither the money nor the
experience to do it. In addition, the older may have the capital and experience
required, but they have families to support and are reluctant to leave their careers to
become entrepreneurs.

Nearly 92 % of the entrepreneurs were Cameroonians and had at least FSLC'
(70 %). The nature of training completed was a determining criterion for
Cameroonian entrepreneurs’ characteristics: 19 % had no training, 52 % had not
received proper training to help them exercise their profession, but rather had opted
for ‘learning by doing’ as against 20 % and 9 %, respectively, who had received a
diploma in vocational training and continuous education. The latter are more
dynamic in business relations and tend to have the knowledge and know-how to run
their businesses in a rational and healthy way. They might have multiple business
opportunities, especially with the ongoing digital revolution, particularly the further
development of ICTs. A new company is based on the knowledge and expertise of
its founder and these often depend on the skills acquired by an individual within the
incubator organization and on experiences acquired while learning on the job.

Approximately 79 % of the entrepreneurs incubated in individual enterprises
(IE), against 4 % of businesses housed in the form of private limited companies
(PLCs) and 1 % entrepreneurs who had created anonymous societies (AS). In fact,
the legal form of a business is best known as the corporate status of people, not of
capital. The low proportion of capital corporations in general and anonymous
corporations in particular is due to the fact that anonymous corporations require an
opening capital of at least US$ 18,185 and they are usually assessed by an auditor
registered in the auditor’s order. Other forms of companies account for just 15 % of
all Cameroonian companies. A statistical analysis shows that there is a significant
relationship between the gender of an entrepreneur and the company’s performance.

2.4.2 Econometric Estimation Results

Entrepreneurs act on the basis of the personal interpretations that they make of the
strategic situations that they face. These interpretations are based on their experi-
ences, cognitive patterns, values, and behavioral biases. The models clearly express
a relationship between an entrepreneur’s characteristics and performance since the
null hypothesis of the absence of overall influence of independent variables on the
dependent is rejected (use Fisher’s test: Global F test). Even if they explain 22, 12,
and 36 % of the variation, respectively, in the performance of micro-, small-, and
medium-sized enterprises (adjusted R2), the explanatory variables are statistically

'ESLC: First School Leaving Certificate is the very first certificate obtained after completing
primary and elementary education.
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significant in the regression with p values below 0.01, 0.05, and 0.1, respectively
(Table 3.3).

Variables related to capital and labor are significant at a 1 % risk for all types of
SMME:s. These results establish that the growth of added value remunerates capital
up to 82.74, 26.36, and 34.37 % for micro-, small-, and medium-sized enterprises,
respectively, and labor for about 19, 30 and 74 % for micro-, small-, and
medium-sized enterprises, respectively (Tables 2.2 and 2.3).

2.4.2.1 Age

Regarding the age of an entrepreneur, the nonsignificance of age for young
entrepreneurs (under 30 years) is justified by the fact that the category of companies
which features a majority of young entrepreneurs (such as taxis, call boxes, outdoor
activities on the shelves, street merchants) is excluded from the sample. Rather,
Cameroonian entrepreneurs aged more than 30 have a negative influence (statisti-
cally significant at the 1 % level) on a firm’s performance. These results can be
explained in two ways: either the entrepreneur has no training or experience in the
field and thus fails to adapt to the changing socioeconomic environment leading to
decreasing performance, or the rooting of the entrepreneur (family, religion) has a
negative influence over time on the company’s performance. These results confirm
previous studies on the rooting of an entrepreneur in the business (Jorissen et al.
2002). Yet, one would expect a positive influence given that the entrepreneur has
more experience in the market. This may underline the presence of deviations
related to the altruism of owner-managers who take decisions alone and may be
tempted to take them in order to enrich themselves (excessive private withdrawals),
which could be detrimental to the firm’s performance. Our results confirm previous
studies that discuss the fact that the company’s owner-manager is enrooted and
established over his/her firm (Gallo 1995, for Spanish enterprises; Cromie et al.
1995, for Northern Ireland; and Jorissen et al. 2002, for Flemish companies). There
should be more stimuli to incite young entrepreneurs to create more firms and in
their performance. Most young entrepreneurs (less than 30 years of age) manage
informal and outdoor activities that are not much appreciated. But these young
entrepreneurs are highly skilled, well trained (most of them have a degree), easily
integrate ICT in their daily practice, and are oriented toward innovations. But most
of them have difficulties in obtaining funds from creditors to launch their own
start-ups given market uncertainties and lack of credibility that they show due to
their inexperience and a lack of tangible assets that could serve as safeguards in the
eyes of creditors (their liquidation value being important). The Cameroon gov-
ernment should therefore help younger entrepreneurs in launching and developing
start-ups by tutoring their projects and assisting them in obtaining financial means
for their projects.
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Table 2.2 Descriptive analysis of variables in percentages

A.D. Tsambou and L. ler Ndokang Esone

Variables Micro Small Medium Total
(75.29) (18.84) (5.19)
Entrepreneur’s characteristics
Sex 0 = Female 89.04 9.31 1.53 28.65
1 = Male 81.31 13.73 4.15 59.16
Age 1 =30 years or 89.78 8.92 1.26 19.39
less
2 =30-39 87.62 10.32 1.87 29.86
3 =40-49 81.94 13.92 3.73 19.72
4 =50-59 76.70 16.43 5.89 8.53
5 = beyond 60 75.83 17.67 5.10 3.16
Level of study 1 = Without any 56.19 33.15 9.43 29.67
certificate
2 = CEP 90.95 8.14 0.84 25.22
3 = BEPC 88.26 10.12 1.46 16.20
4 = Probac 86.14 11.52 2.25 5.19
5 = Bacc 80.39 15.98 332 10.21
6 = BTS 74.48 16.76 7.95 2.5
7 = License 66.55 23.51 9.01 3.93
8 = Maitrise 55.55 23.93 16.74 1.77
9 = DEA/master 43.78 33.39 18.32 332
Nationality 1 = Cameroon 75.70 18.67 5.11 91.89
2 = CEMAC 81.15 11.46 5.73 0.48
3 = Other Africa 88.74 10.17 0.95 5.60
4 = Europe 15.74 26.82 30.32 0.39
5 = Asia 30.64 52.60 13.01 0.39
6 = Other 12.52 59.71 19.87 1.25
Training 0 = Without any 34.76 48.76 14.59 18.94
training
1 = Professional 74.03 17.63 7.05 19.71
training
2 = Apprenticeship 89.21 9.21 1.45 52.33
3 = Continued 82.04 14.47 3.07 9.02
training
Variables linked to triggering events for an entrepreneur
Sector of activity 1 = Agriculture 42.35 21.18 24.71 0.19
2 = Stock farming 59.71 791 11.51 0.16
3 = Food industry 50.65 17.99 22.16 0.79
4 = Non-food 86.65 6.64 5.30 12.44
industry
5 = Commerce 77.99 19.19 2.45 53.08
6 = Transport 20.50 19.54 49.32 0.59
7 = Bank 72.24 19.84 7.60 30.59
insurance
8 = Other services 13.48 66.65 17.41 2.16

(continued)
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Table 2.2 (continued)
Variables Micro Small Medium Total
(75.29) (18.84) (5.19)
Legal form 1=1E 89.26 9.12 1.54 79.42
2 =PLC 24.59 39.27 29.77 431
3=AS 11.11 19.95 37.62 0.85
4 = Other 20.82 63.08 15.30 15.42
Region of origin of the 1 = Douala 67.92 22.77 7.97 37.08
entrepreneur 2 = Yaoundé 73.54 20.93 5.02 26.60
3 = Adamawa 91.49 5.50 2.69 2.95
4 = east 82.79 12.67 4.16 1.80
5 = Extreme north 83.12 13.25 3.46 2.65
6 = North 83.78 12.73 3.12 3.06
7 = Northwest 89.33 8.33 2.10 6.92
8 = West 77.59 19.61 2.57 9.04
9 = South 89.70 7.53 2.60 2.58
10 = Southwest 82.64 15.72 1.53 7.32
Variables linked to the SMME’s networking capacity
Social networking 0 =No 76.28 19.63 3.97 42.87
1= Yes 73.90 17.78 6.81 57.13
Table 2.3 Model estimation of the Cobb-Douglas function
Variables Micro Small Medium
logVA Coef. Coef. Coef.
Standard logCPTL 0.8274%** 0.26236%** 0.34374 %%
production factors (0.0134) (0.0401) (0.0741)
logTRVL 0.1922%** 0.30076%** 0.7425%**
(0.0170) (0.0274) (0.0444)
Sex of the SEX —0.050%* —0.04363 0.25029
entrepreneur (0.0206) (0.0548) (0.1614)
Age of the 30 years or less —0.05067 0.05536 0.25927
entrepreneur (0.0464) (0.0907) (0.3394)
AGE30_39 —0.0246 —0.08873 —0.6403 %
(0.0446) (0.0821) (0.2016)
AGE40_49 0.03395 —0.03324 —0.4498%#*
(0.0456) (0.0801) (0.1623)
AGES0_59 0.02525 0.07001 —0.4316%**
(0.0501) (0.0872) (0.16467)
Beyond 60 —0.05545 —0.04262 —0.4682%#*
(0.0616) (0.1127) (0.2377)

(continued)
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Variables Micro Small Medium
logVA Coef. Coef. Coef.
Training PROF_TRAINING | 0.05128 0.15337** 0.06666
(0.0370) (0.0729) (0.1830)
APPRENTICE 0.02342 —0.0436 0.02439
(0.0332) (0.0682) (0.2089)
NO_TRAINING 0.2314%** 0.10460 —0.05701
(0.0461) (0.0876) (0.2329)
Level of study CEP 0.00221 0.05816 —0.186655
(0.0286) (0.0795) (0.2917)
BEPC 0.0808*** 0.07462 —0.13022
(0.0307) (0.0818) (0.2644)
PROBAC —0.04243 0.22012 —0.56287
(0.0453) (0.1149) (0.3648)
BAC —0.0073 0.03408 0.16030
(0.0372) (0.0834) (0.2388)
BTS 0.02891 —0.00342 0.08687
(0.0682) (0.1301) (0.2899)
LICENSE 0.00432 0.02196 -0.02977
(0.0076) (0.0140) (0.0337)
MAITRISE 0.05313 0.04163 0.047557
(0.0821) (0.1261) (0.2527)
DEA/MASTER 0.05829 0.27298*** 0.32966*
(0.0751) (0.1054) (0.2015)
Country of origin CAMEROON —0.46424 %+ 0.21796 -0.3079*
(0.2012) (0.1546) (0.1837)
CEMAC —0.42427* 0.1865 —0.25355
(0.2324) (0.3271) (0.5958)
AUT_AFRICA —0.4022%* 0.39785** —0.25995
0.2042) (0.1757) (0.41645)
EUROPE -0.1072 0.41417 0.07752
(0.3545) (0.2788) (0.2778)
ASIA —0.26278 0.20944 —0.52960
(0.3156) (0.2440) (0.4614)
Legal form of the 1IE 0.16198%** 0.28879%*3 0.03996
firm (0.0575) (0.0886) (0.1884)
PLC 0.21704%* 0.37491 %% 0.55371%%%*
(0.0891) (0.0962) (0.1747)
AS 0.18126 0.85975%** 0.95636%**
(0.2322) (0.1831) (0.2048)

(continued)
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Variables Micro Small Medium
logVA Coef. Coef. Coef.
Sector of activity Agriculture 0.0903 0.29168 —1.5003**
(0.3082) (0.4107) (0.7102)
Fishing 0.17622 1.2682%* —0.84024
(0.3218) (0.5522) (0.7528)
Food 0.55376%** 0.10504 —0.6654
(0.2063) (0.3090) (0.6509)
Electricity 0.30743* 0.26956 —0.86318
(0.1781) (0.2758) (0.5883)
Commerce 0.35689%* 0.3331 —0.42384
(0.1767) (0.2668) (0.5809)
Transport 0.6238** 0.68568%* —0.39223
(0.2721) (0.3132) (0.6063)
Bank 0.4061 0.59559* —0.01100
(0.2719) (0.3132) (0.6323)
Other services 0.34609* 0.38019 -1.0271
(0.1771) (0.2688) (0.5830)
Region of origin of | Douala —0.2244 %% —0.16246 0.05820
the entrepreneur (0.0457) (0.1766) (0.3059)
Yaoundé 0.69023*** 0.7323%** 0.14693
(0.0426) (0.1730) (0.3141)
East —0.8560%#* —0.03422 —0.50823
(0.0932) (0.2866) (0.6748)
Extreme north —0.3839%#* —1.061%*** —1.1155%*
(0.0546) (0.2103) (0.4560)
North 0.40847 % 0.70413*** 0.40114
(0.0522) (0.1908) (0.4077)
Northwest —0.3596%** —0.53309%** 0.08241
(0.0563) (0.2254) 0.4214)
West 0.75657%%* 0.42910%* —0.78163**
(0.0456) (0.1883) (0.3808)
South —0.14155 —0.34089 0.04555
(0.2588) (0.36045) (0.5438)
Southwest 0.51076%** 0.62519%** 0.78898*
(0.0506) (0.1831) (0.4403)
Social capital Networks 0.24002%*%* 0.20795%* 0.65388**
(0.0199) (0.0537) (0.2888)
Constant Constant —0.6509%* 4.1501%** 3.9320%**
(0.2863) (0.5557) (1.1587)
Number of observations 30638 4992 1346
R? 0.2232 0.1285 0.3807
R? adjusted 0.2221 0.1206 0.3592
Fisher empirique 195.37 16.21 17.76
Prob > F 0.000 0.000 0.000
MSE 1.573 1.4418 1.6835

Note *¥#<0.01, **<0.05 %, *<0.1
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2.4.2.2 Gender

In terms of gender, the sex of an entrepreneur negatively influences (statistically
significant at 5 %) the performance of very small businesses. This result suggests
that there is a gender-biased, heterogeneous distribution of entrepreneurial oppor-
tunities. This can at least partly explain the fact that in Cameroon only a few women
are embarking on entrepreneurial careers. Even when they start their own busi-
nesses (often within the informal sectors), they have to deal with the local culture
which posits that women should stay in their marital home. This result is consistent
with earlier research proposing that societal expectations restrict women’s entre-
preneurial activities. In the context of Cameroon, the weak participation of women
in entrepreneurship can be explained by a complex combination of reasons such as
(frequent) maternity, lack of motivation (for example, as a result of societal
expectations and pressure, as well as a lack of inspiring role models), and the
absence of entrepreneurial training. All these hinder the creation of firms on the one
side and the development of women’s entrepreneurship on the other.

The negative performance impact of women can also be partly explained by the
relationship that a female entrepreneur might have with other employees at the job
which is linked to gender roles ascribed by society. As gender roles in Cameroon do
not encourage women heading men, female leaders can make the (male) working
environment hostile and sometimes aggressive toward them. This may even lead to
a conscious sabotage of a firm’s performance by some employees in order to get rid
of a female manager. The Cameroon government has put in place different initia-
tives to encourage women to embark on entrepreneurial activities through entre-
preneurial capacity-building training for different women’s groups in urban and
rural areas in various domains (agriculture, buying and selling, sewing, etc.). These
types of initiatives should be extended to other activities given the high demand for
entrepreneurial capacity building, but they also need to focus on changing the
societal image of women as entrepreneurs, for example, by promoting successful
women as inspiring role models. In addition, networking between women entre-
preneurs should be encouraged to provide a platform for like-minded individuals
and for reducing negative feelings such as envy between women.

2.4.2.3 Training Perspective

Reflecting the cognitive bases of entrepreneurs, training acts just like other
idiosyncrasies on their perceptions and interpretations of the situations that they
face. Our study shows that vocational training has a positive influence on the
performance of SMMEs. This positive effect is statistically significant at a 1 %
threshold for small businesses. Vocational training, while determining career
opportunities and the mileage of entrepreneurs, allows business value creation and
managerial rents. This type of technical and vocational education allows acquiring
immediate employable skills in the labor market. Considering that the Cameroonian
education system allows continuous and vocational training, it is likely that
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entrepreneurs with training are more pragmatic and take better decisions than those
who were not able to follow the same kind of training. That is, a vocational college
promotes better business performance than continued training. Although it is not
possible to prove a causal relationship in this study, training seems to be an
accelerator in performance as confirmed by the new education system in Cameroon
(LMD system). The influence of entrepreneurs’ vocational training appears to be a
source of competitive advantage, mainly residing in the managerial human capital
as scarce resource, which is imperfectly imitable by competitors. In effect, this
reflects the new orientation being followed by Cameroon’s higher institutions with
the LMD system, focusing more on training (professional) and lowering the place
occupied by general training. In fact, the latter favored unemployment and unskilled
employment. It is important to note that from 2000 onward, with a multiplication of
professional training schools in engineering, Cameroon’s education system is
emphasizing the development of entrepreneurial characteristics and the intent of
enterprise through focused programs and curricula. The new system develops
entrepreneurial characteristics in learners and leads to an expression of enterprising
intents. It also focuses on stimulating entrepreneurial skills (anticipation, creativity,
strategic planning, and initiative to take charge). Our result is consistent with that of
Castanias and Helfat (2001) according to whom the business performance of en-
trepreneurs who have professional training is higher than that of those with con-
tinued training. Thus, public and private training institutions should expand
vocational training relating to the job market.

Learning in a work situation allows acquiring knowledge that plays a key role in
managing new situations, but it has a nonsignificant positive effect on the perfor-
mance of micro- and medium-sized enterprises and a nonsignificant negative effect
on the performance of small firms. This nonsignificance justifies the ease of inte-
gration and accumulation of knowledge that entrepreneurs acquire informally.
Entrepreneurs with no formal education have a positive influence (statistically
significant at the 1 % level) on the performance of micro-firms. This result is
justified by the fact that the micro-firm sector excels at socio-professional inte-
gration of young people animated by the spirit of enterprise, that is, becoming
entrepreneurially active out of a necessity of being unemployed.

2.4.2.4 Education

The education levels of an entrepreneur play a key role in increasing a firm’s
productivity. The statistical nonsignificance of primary education in our results can
be explained by the fact that entrepreneurs who have acquired basic knowledge
only (that is, reading, writing and counting) lack the ability to adapt easily to
changes related to a restless socioeconomic environment and this is a major
handicap for the productivity of their businesses. This low level of education might
be one of the main reasons for bad management (or inexperienced management) of
owner-managers and bankruptcy of (small) businesses in Cameroon. Entrepreneurs
with higher levels of education (of the second cycle) positively influence
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(statistically significant at the 1 % for small and 10 % for medium-sized firms)
firms’ performance. This is because the higher education system provides training
of the mind that makes adopting knowledge and new technologies easier, which are
sources of productivity growth. Study levels of entrepreneurs are thus a factor of
persistent entrepreneurial logic that maintains an individual in a process of creative
change.

Entrepreneurs are becoming more educated. The Cameroon National
Employment Fund (NEF) directs most of its funding to projects headed by en-
trepreneurs having at least Advance Level Certificate of Education (GCE A level).
Among different eligible criteria, an entrepreneur searching for funds to start or
enhance his/her business must present concrete entrepreneurial skills or present an
advanced level of education to enter the Graduate Employment Program or the
Micro-Enterprise Sponsorship Program (NEF Promote Expo leaflet 2014). This
points out the importance of education among an entrepreneur’s characteristics in
Cameroon’s context.

2.4.2.5 Social Networking

Concerning social networking abilities, a Cameroonian entrepreneur’s entry into a
business group positively influences (significant at the 1 % for micro- and small-,
and 5 % for medium-sized firms) the performance of SMMEs. This strong statis-
tical significance is explained by the fact that social networks are a valuable
resource for doing business. These networks facilitate economic action and allow
entrepreneurs to expand their scope, to save resources, and to access exclusive
resources and opportunities. By his/her social capital, an entrepreneur leverages
financial resources (such as cash and credit lines) and human resources (such as
skills, legitimacy, experience, and know-how) to the business. Through contacts
with friends, colleagues, and customers, opportunities emerge to transform network
resources into better performance. This result confirms the central proposition of the
theory of social capital which stipulates that social networks facilitate economic
action (Aldrich and Davis 2000; Burt 1992; Nahapiet and Ghoshal 1998). Thus, in
addition to established institutional networks (such as the Chamber of Commerce
and Industry, Chamber of Trades and Crafts, and trade unions), a Cameroonian
entrepreneur can turn to various firm support networks (GICAM, ECAM, GIC, etc.)
to benefit from the externalities provided by government supported structures or
develop any type of network ties capable of allowing him/her to transform
resources (human, financial, information, advice, etc.) into profit. Also, maintaining
good relations with public authorities in Cameroon can promote businesses in the
sense that they can ease access to bank credits, position the business in a lower tax
regime, and allow a firm to access certain ‘favors’ through social influence.
Similarly, joining an informal social group in Cameroon (based on ethnic solidarity
or extension of family solidarity) plays a key role in the development of SMMEs, as
this group could form a bulk of customers for a company and provide a labor source
for the owner of a small business.
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2.4.2.6 Nationality

The nationality of an entrepreneur does not seem to influence his/her behavior to
any great degree because a majority of the firms headed by expatriates are multi-
nationals or subsidiaries of international companies. Regarding sectors of activity,
the commercial sector and the transport and services sectors have a positive
influence (statistically significant at the 1 and 5 % levels) on the performance of
micro- and small enterprises. In these profitable and growing industries, the per-
formance of SMMEs in Cameroon tends to increase.

2.5 Conclusions

This chapter set out to map entrepreneurial characteristics and performance of
SMME:s in Cameroon. An entrepreneur’s characteristics as presented in literature
are an important factor in performance to the extent that creating a firm requires a
coherent management of various parameters. Also, an entrepreneur is at the origin
of the idea of creation. Our study sought to demonstrate empirically the relationship
between entrepreneurial characteristics and performances of SMMEs. The perfor-
mance of these companies depends not only on their strategies or the quality of their
products, but also on the characteristics of entrepreneurs. Some of the other factors
which influence an entrepreneur’s performance in terms of major variables and
dimensions include his/her professional training, level of education, sex, age, a
strategic partnership-oriented approach, and knowledge of the business environ-
ment. These features require access to rich information, to sufficient funding, and to
ICT skills and the ability of entrepreneurs to seize the opportunities necessary for
better functioning of their businesses.

Existing literature lacks research on the role that the characteristics of an
entrepreneur play in Cameroon, while Cameroonian SMMEs are facing intense
competition in the both local and international markets. This chapter aimed to fill
this gap in research. To increase the robustness of our mapping of entrepreneurial
characteristics, they were measured with indicators recommended by Cooper
(1982). Our econometric results confirm that in Cameroon if an entrepreneur
belongs to a social network, it influences his/her performance in that it facilitates
economic action and enables entrepreneurs to expand their scope, save their means,
and access exclusive resources and opportunities. An entrepreneur brings financial
resources (cash, credit lines) and human resources (skills, charisma and intelligence,
skills acquired through experience, and education) to his/her business and leverages
network links for further access to resources. In addition, the training followed by
an entrepreneur strongly influences his/her firm’s performance in that it provides
career opportunities. The type of course of study that an entrepreneur has done
leads to the creation of business values and managerial rents. This permits an
entrepreneur to acquire skills that are immediately employable in the labor market.
Entrepreneurs with professional training are more pragmatic and take better
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decisions than those who have not been able to follow the same training path. Thus,
public and private training institutions should expand vocational training related to
the job market. Such orientation is currently being taken up by Cameroonian higher
institutions with the LMD system, focusing more on professional training and
lowering the place occupied by general training.

An entrepreneur’s nationality does not seem to influence his/her behavior, but
age appears to have an effect on performance. Contrary to prior research, we find
that the higher age of a Cameroonian entrepreneur (over 30 years) adversely affects
the performance of his/her firm. Older entrepreneurs are altruistic, take decisions
alone, and make excessive private withdrawals, which could be detrimental to a
firm’s performance. Thus, there should be more stimuli for younger entrepreneurs
to create firms and also be more involved in their performance. Most young
entrepreneurs are highly skilled, well trained (most of them have a degree), easily
integrate ICT in their daily practices, and are oriented toward innovation. But many
of them have difficulties in obtaining funds from creditors to launch their start-ups
given market uncertainties and their lack of legitimacy. This is due to their inex-
perience and a lack of tangible assets that could serve as safeguards in the eyes of
creditors (their liquidation value being important) and facilitate SMMEs’ access to
bank credit. Thus, the Cameroon government should help younger entrepreneurs in
start-ups and venture development by tutoring their projects and assisting them in
obtaining financial means for their projects. This is being done by the National
Employment Fund through the Integrated Information Center for Youth
Entrepreneurship and its 12 programs integrated in the Pact for Youth Employment
(PYE). But these steps are very limited when taking into account the high demand
for training and orientation in job creation and entrepreneurship. More efforts
should be made and youth-oriented policies formed in order to reach a large number
of potential entrepreneurs.
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