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Abstract: 101 SME (Small and Medium-

sized Enterprise) operators were interviewed in a sample survey in

e e . . . . . In
ouala, Cameroon, toelicit the legal and administrative constraints to the creation and functioning of SMEs

Cameroon. The fulfi
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the legal costs. For example, while the direct cost for a one-man business is 1,6000 francs, the sole proH)rlLl
h

i i rerage expenditure of 107, 550 (672.19% of this amount) to fu
Fequirements, A by e oeborted an averag 5,562 francs for a “licence” which should be obrained free from

requirements. A bar operator spent on average

fill cthe

; ? . orC ( hile a bar
the Sub Prefect of the locality. A sole proprictor spent 20.88 days, general commerce 10.64 days \\Ell > ba
operator spent 18.28 days to alﬁl pre-entry requirements. A sole i)ro rietor who succeeds to raise the minimal

starting capital of 500, 000 francs must raise an additional 371,78
E_)[fer—[g;btrc\? E;:qaui?ements. Ig {;;EOLS?"& taxt;s are included, the amount goes up to 1,091,196.5 francs (
nd 3,003,7

or the sole proprietor ar

4 francs (74.36% of the starting cagiltg l)2 ‘EZ;

0.4 francs (600.8%l) for incorporated SMEs. Legal and administrative
requirements thus form a major barrier to the creation o

SMEs in this country.

BACKGROUND

Cameroon has been facing an unprecedented
economic crisis which has culminated in the
lowest levels of investments, failing businesses,
lay offs (both in public and private sector) and
general unemployment. This can be seen from
the evolution of the growth rate of the GDP
since 1975, The average growth rate of the
GDP between 1975 and 1979 was 8.2%;
between 1980 and 1985 it was 8.0%; while
between 1986 and 1994 it dropped to - 4.2%.

Since independence in 1960, Government
had been the greatest employer of school leavers
butin 1987, as a result of the crisis, it suspended
all recruitment into the Public Service.

Faced with this situation it becomes necessary
for Government to re-examine its economic
policies and reorient them towards rapid job
creating activities. The promotion of Small and
medium Sized Enterprises (SMEs) becomes
central to this orientation for the following
reasons:* they are labor intensive, have low
capital intensity as measured by a low capital/
labor ratio. The management of a SME does not
require very high managerial skills. SMEs provide
good training ground for entrepreneurs and
facilitate the dispersal of economic activities
throughout the territory. They are easy to set
up and thus provide a base for large scale
!
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enterprises. Finally, they contribute to economic
independence since large scale enterprises very
often need increased dependence on expatriate
firms. So far SMEs have played a very important
role in Cameroon’s economy. In 1985 they
'ilct():oufntedsfor 30% of the GDP and 40% of the
abor force’.

It must, however, be pointed ou t that SMEs
should always aspire to grow into lar%e
enterprises so as to enjoy the economies of scale,

ave more access to both short and long term
credit facfilities. tecltl\nology and ability to earn

recious foreign exchange®.
’ Itisin lighgt of the di%cussion above that WS
set out to study conditions that have mhlblFe
the rapid growth of SMEs in Cameroon so as to
advice government on future policy orientation
in this area. In the present study we are concerne
with the regulatory environment.

Effects of Regulations in Other Countries

The British Department of Trade and lr}dustrz
(DTI) in emphasizing growth of enterprise as :
real driving force of the economy also points ﬁu
that, to the extent that regulations go furt e;
than necessary, they lower profits or raise pncet
or both.” Unnecessary regulations lower outpu
and employment, stitle competition and dete:t
new firms from entering the market or pre\éena
others from expanding. Regulauof‘t can ed"
double edged weapon, harming the “regulate

5
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and the “regulator” alike. This is because too
many people are employed by the governments
and these persons spend a lot of their time
regulating the activities of others. The result is
a waste of resources on the part of the
governments as well. The impact of regulation
takes its toll in diverting precious time and
energy that would be utilized to generate new
ideas, new products and services, sales and in
the end jobs. The DTI argues that the burden
is greater on small businesses where the owner/
manager is wholly responsible for all aspects of
the business and its employees. In another study
the DTI argues that another insidious effect of
regulations is that they tend to build up a cozy
industry insulated from outside competition.®
Some firms may even take a relaxed attitude
towards regulations because they may be
benefitting from an entrenched position.
However, new growth is stifled and the consumer
suffers. The DTI then concludes that lack of
concern with regulations within an unco-
mpetitive industry is no sign that all is well.

De Soto (1989) subdivided the costs of
regulations in to cost of access and cost qf
remaining in business.” He found out that it
would take an ordinary Peruvian a record 289
days to set up a garment factory. The cost of
remaining ‘formal’ for a small industrial firm was
equivalent to 347.7% of the after tax profits and
11.3% of its production cost. He then conclude,s
that were it not for remaining formal, the firm's
profits, and therefore, its savings and its potential
Investment capital would be more than
quadrupled.

Mead(1993) draws the conclusion that
regulations may both impede the establishment
of new medium-scale firms as well as frustrate
the natural evolution of successful an
Potentially dynamic small firms into more
efficient ‘medium-scaled enterprises. He

escribed the situation thus createcr as a ‘small
enterprise growth trap’, which he argues, results
in a‘missing middle’ berween small and large-
scale enterprises. The ‘missing middle’, according
to him, is characterized by an absence of firms
t0 tap proven entrepreneurial skills or reap
teChnological, marketing, managerial and other
€conomies of scale.

8
Dermg:nt of Trade and Industry: Building Business
o B Barriers.” HMSO, 1987, London. ,
De Soto E. The Other Path: The Invisible Revolution
in the World.Ha:per and Row, new York, 1989

The concepr of ‘middle’ should not, however
be over-stretched. A country like Taiwan has,
admittedly, through the development of its SME
sector achieved enhanced competitiveness,
employment, income distribution, resilience to
economic shocks and broad-based economic
growth.' South Korea has demonstrated that
rapid growth can also be achieved despite a
‘missing middle.”"!

Effects of Macro-economic Policies

Keynesian economics has long raught that one
of the key roles of government is to stabilize the
economy by using budgert deficits in times of
recession to stimulate effective demand.'
Whether budget deficits are financed by running
down reserves and/or printing money, there is
always a price to an. The first option threatens
exchange rate stability; while the second option
incurs debt and the third produces inflation,
which brings about exchange rate instability.
Hongkong ias maintained remarkable macro-
economic stability for over thirty years by
applying a monetary policy based on ensurin
that su(%cicnt liquidity in available as djctateg
by exchange rate requirements.

Upon atrainment of independence in the
early 1960s, many sub-Saharan African countries
embraced the import-substitution method of
industrialization (ISI). According to Tan,"® this
policy worsens the balance of payments situation;
reduces the overall volume of imports and does
not necessarily encourage exports. Instead,
foreign investment has played a decisive role in
bringing about the South East Asian ‘miracle’.
In Hongkong, for instance, wholly foreign-
owned fglrms with majority foreign interests
account for 70% of fross output, 65% of value-
added, 53% of employment and 82% of direct
exports. More importantly, foreign domination
has not led to political intgrferenqe or economic
displacement. Supporting industries which have
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emerged have upgraded their technologies and
the economic growth and employment thereby
generated has enhanced political and economic
stability. These arguments suggest that there is
little or no justitication for the protectionist
attitude, in favor of nationals, which was adopted
by many African countries at the wake of
independence.

The role of government as an entrepreneur
is highly debated. In the NIEs of South East Asia,
government has performed this function
relatively well. In 1984 the Public Sector’s share
of Gross Domestic Fixed Capital Formation was
25% in Hongkong (where government has
interest in over 500 companies), 17.6% in Korea
and 42.7% in Taiwan. Itis, however, to be noted
that the companies in which government holds
equiry in these countries are operated on strictly
commercial principles, that is only competent
persons are appointed to run them and bankrupt
companies are not salvaged.'s

In Singapore in the late 1960s new labor
legislation was introduced with profound
beneficial effects on the system of industrial
relations. The Employment Act and the
Industrial Relations (Amendment) Act of 1968
reduced labor costs and gave more discretion to
employers to develop and manage their labor
force flexibly. They are given the right ro decide
on promotions, internal transfers, hiring and
firing. This legislation had the salutary effect of
virtually eliminating industrial strife. ™

Employment in Douala

Given that one of the major reasons to promote
SMEs in Cameroon would be to increase
employment (as discussed above) it became
necessary to evaluate the employment situation
of, and the level of, unempE)yment in Douala
at the time we conducred our study. An exercise
which we thought would be easy turned our to
be quite difficult because, as a consequence of
the economic crisis in the country, the
government was no longer funding routine
statistical work of the Directorate of Statistics,
A manpower survey programmed for 1987
ended ar the planning stage. Even when the
statistics exist, the politicians, for whom they are
made, prefer not to use them. This is particularl

the case of the population of Douala, whicz:

* Ibid
 Ihid

official circles continued to quote as 2,000,000
while the population census of 1987 gave it as
712,251 (q'agle 1.1 of census tabulation) anlgl
the projection for 1992 put it at 1,043’300"11
The data we present in this subsection wi

therefore be based on documentation, dlrec‘i
calculation from raw data and enlightene

uesses. _ loved

The 1987 census put the actively empboy
population of Douala, 6 years of age and a QVCci
at 183,568 (Table 4.5 of census tabulation c1t§7
above). This represented 25.77% of the 19] ]
population of Douala. If we apply t 1i;

ercentage to the projected Elggulanon of Doua
For 1992 we have 268,890. These rersons'wqu
be employed in SMEs, large scale enterprises,
the public sector and the informal sector. ded

IF:1 the enumeration exercise which prece et
the survey which is subject of the present repor :
we counted 21,235 SMEs with u.(ed locanont
in Douala. The main reason for this head }f’oﬁna
was to obtain a sampling frame from w. 1cd
sample was drawn for the present srusey-
However, in the one page questionnaires _L(l) »
for this purpose, we, amon% other ques.tlsex,
asked for the number of employees by their rex.
From the raw data we were able to calcu ;dc
52,938 employed in the SME sub-secto.rl:n656
up of 35,577 males and 16,705 males wit : ole
non responses which we calculated as SIrisgeS
employment for each of the enterp
concerned. ) scale

To estimate employment in large more
enterprises (that is enterprises employing A
than 20 persons) we used resBcgn_SF of
questionnaire sent to them by the Msm'stics
National Accounts of the Direction of Stati tie
and we obrtained ?;fOb7 ﬁ}:’ms employing a tota
53,198 workers of both sexes. )

Our investigation at the CENADIY 571;03'33
that the government paid wafcs ) 12 The
workers aﬁ over the territory in June 199d " ere
responsible officers we interviewe wbut
unwilling to divulge more mformatxotll .
indicated that at least 25% of the state emp %);ut
could be located in Douala. This gives ? oo
43,750 state employees in Doua}a.All 0l :
above discussion is summarized in Table 1.1.

m——

v Dircction Nationale de Recensement. Demo 87. Vol.
I1 erritoire.

" Ministere du Plan de ’Amenagement du 11’";3:;;.

1y Indicateurs Demographiques sur le Camerou * e de
CENADI is Centre National de DcvclOP".'bIe for
I'Informatique - a computer centre rcsponfl
preparing pay vouchers for all state employees
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The informal sector in the table will be
understood to mean street vendors and other
operartors without fixed locations of opcration.
The number employed in this sector is obtained
as a residue, that is by subtraction.

Table 1.1: Distribution of Working Populasion in Douala
by Sector of Activity (1992)

Sector No. of enterprises  No. employed

Ssmall & 21,235 52,938

medium

size enterprises

large scale 307 53.198

enterprises

public sector - 43,750

informal sector - 119,004
268,890

TOTAL -

Defining Small and Medium-Size Enterprises
(SMEs):

In Cameroon, there have been at least four
different “definitions” of SMEs. The 1990
Investment Code defines a SME for the purpose
of the benefits under the Code as an enterprise
which meets three criteria.”®  First, it must be
capable of creating permanent jobs for
Cameroonians at t%ne rate of one, for an
investment of up to 5 million francs. Secondly,
the enterprise’s investments must not excee

1,500 million francs and thirdly, 35% of its
equity must be in Cameroonian hands.

The internal regulations of the defunct
Centre d’Assistance Aux Petites et Moyennes
Entreprises (CAPME)"! deﬁnegi a SME as an
enterprise whose size enabled its manager to
personally contribute to the proper management
of its different sections, and that Cameroonians
held not less than 51% of its shares.

The third definition comes from an Order
of the Minister of Finance,? which accorded
lower rates of interest on loans made to SMEs.

;(: Cameroun Investment Code, 1990, scction ;ZS.
FOGAPE was created in 1984 to provide lo:}ﬂ
guarantees for made to small businesses by commercial

,, banks.

* Ministerial Order No. 0074/MINFI/DCE/D of 16
September, 1988 for regulating banking institutions,
Article 5 (d)
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It defines a SME, for the purpose of the
privileged rate of interest, as an enterprise in
which a majority of the capital and management
were Cameroonian, whose turnover did not
exceed 500 million francs and whose investments
and short-term loans did not exceed 100 million
francs each.

The fourth definition is that of Fonds de
Garantie Aux Petites et Moyennes Entreprises
(FOGAPE). Like the other three definitions, it
is for the purpose of the benefits it provides
SMEs. It contains the same elements of the
Ministry of Finance definition except two,
namely, 1,000 million francs for turnover and
200 million francs for short-term loans.

These four examples, strictly speaking, are
not definitions but indications of the criteria
which SMEs must meet in order to claim the
incentives provided by the institutions
concerned. The conclusion to draw, therefore,
is thar there is no definition of SME in
Cameroon. This isa highly undesirable situation
considering that in 1981, the Cameroon
government adopted SMEs as the basis of the
country’s economic take-off under the Fifth Five-
Year Development Plan,” a policy which was
given concrete expression in the 1984 Investment
Code, and was one of the guiding principles of
the Industrialization Master Blan drawn up in
1989 (see chaps. 3,4 and 17) and which hag
been maintained in the 1990 Investment Code.
It should be noted, however, that Cameroon is
not the only country which has not formally
defined SMEs. Most countries of the European
Economic Community (EEC) also define SME
for policy delivery purposes to determige which
firms are eligible for specific measures.

For the purpose of this study, we have
considered as a SME, any enterprise employing
from one to twenty workers.

OBJECTIVES OF STUDY

The main objective was to carry outan in-depth
study of the problems involved in the setting

¥ Ministry of Plan and regional Development. Fifth
Five-Year Economic and Social Development Plan
(1981-85), Younde. . ’ o
* Govt. of Cameroon, Plan Directeur d Tndustrialisation
du Cameroon. 1989, Younde. o
Law No. 90/007 of November 8, 1990 to insnsite
the Investment Code of Cameroon. N
Commission of the European Communities:
Evaluation of Policy Mcasures for the Creation and
Development of SMEs. Office of the Official

Publication of the European Community.
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up, operating and funding of SMEs in the city
OF Douala in order to provide an empirical base
for policy recommendations for cthe
improvement of the sub-sector, not only in the

city, but in the whole country. The specific
objectives were:

a) To find outr abour the legal and
administrative framework governing the
creation and  functioning of SMEs;

b) To measure the cost of all the legal and
administrative steps that an entrepreneur
must carry out in order to register his business
and the costs which he hasto bea w h i | e
operating it in accordance with official
requirements;

<) to provide an empirical base for policy
recommendations.

MATERIALS AND METHO.DS.
Sampling Plan

Douala was selected for this study for two
reasons. First, it is the largest business city in
Cameroon with a population of over 1 million
inhabitants. Secondly, it is not only “Cameroon
in minjature” in cthar businessmen from all
regions of the country have migrated to the city,
bur has also attracted businessmen from African,
Eur_c;_?]ean, North American and Asian countries,
e study was conducted in two phases. The

first phase consisted in enumerating all the
business enterprises in Douala which fell within
our definition of SME, namely, a business
enterprise employing a maximum of 20 workers.
The short questionnaire which was prepared
for the study, was meant to elicit information
from entrepreneurs including their names,
number of employees, the turnover and working

capital for companies. In the second phase a
stratified random sample of 100 businesses from
the 21,235 enumerated in the census, was to be
administered a more derailed questionnaire.
Effectively 101 SME operators were interviewed
as will be explained below. <

Following a stratified sampling scheme wit
proportional allocation, it was Rlanned lto
interview SME operators according to the
distribution of column 2 of table 1.2 . o

From Table 1.2 therefore, 42 operators of solg
proprietorships (‘entregrises inleld.uellest‘.RlLs
managers of limited liabilicy companies (S .
and S.Ais), 38 operators of gcncrql com_melse
and 4 operators of bars were to be interviewe |

For the sole proprietorships and the hmll:ed
liabilicy companies the enumerators were as le1
to locate those sampled and to leave tl t:
questionnaires with whoever the authorllflh‘:n
would authorize to complete. They were t i
to pass back at appointed times to colle:ctl ts:
completed forms. We actually thought ner
groups of operators were going to be V?te)’
cooperative. It turned out to be the o posit l
The enumerartors and ourselves traveled severa
times to these enterprises but ended up 'COIICCE'H%
only 27 questionnaires for sole propnctqrs.lg
(giving a response rate of .3%) and 7 for ll'mlt0
liabilicy companies (giving a response rate
43.75%).

On 2he contrary all those selected undez
general commerce and bars returned their fol;l;:e
without much persuasion. Very often
enumerators assisted them to fill the forms.

Back in the office it was observed that a g0°l
number of the SMEs selecred under Soici
proprietorships and limited liability comcplal(:rse
were owned by foreigners and given the adv o
political climate at the time one could not exp

Table 1.2: Distribution of SMEs in Douala: Census and Sample Data

Category No. of SME; in Census No. Sampled from Offfice No. Interviewed after
Substitutions e

Sole 8805 42 27

Ownorships . —_—

Limited 3414 16 7

Liabiliy

Companies M

General 8151 38 50

Commerce e

Bars 865 4 - 17 e

TOTAL 21235 100 101 _
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better results from these persons. It was then
decided to sample more operators for general
commerce and bars. 101 completed question-
naires were finally completed distributed as in
column 3 of table 1.2 above. A questionnaire
was not designed to specifically evaluate the role
of women because we wanted both male and
female operators to answer the same questions
on wages, sources of financing, output of staff,
intention to upgrade small operations to limited
liability companies, etc, so as to compare them.

Data Analysis

The analysis will be strictly geared towards
calculating average costs for each category of
SMEs or for a given characteristic using the
statistical model described below.

Take for example that one wants to find the
cost of business registration for sole
proprietorship as reported in the survey. The
response from each enterprise sampled will
include cost of immatriculation, cost of
obtaining a business license (‘patente’) and the
cost of authorization from the local authority
(‘licence’ see table 5.1 below). Since these
responses will be different for the different
operators, one will have to calculate a sampl'e
average for each variable, that is immatri-
culation,’patente’ or ‘licence’ for all the SMEs
in the category. Then the averages for patente,
immatriculation and licence to obtain a pooled
sample average cost for the ‘entreprise
individuelle’ will be statistically combined.
Once a statistic is calculated it will be necessary
to find its standard error, which is a measure of
the degree to which the individual responses are
close to the calculated statistic.

27
Calculation of Pooled Mean and Variance

Suppose )% 2 are sample
PPOse n,, X,

and Sh
size, sample mean and sample variance
respectively in stratum h, h = 1,2, . L ( Whefe
is a positive integer) then the pooled sample
mean for variable X is:

The pooled sample variance is given by:

" Coc hran, W. G., Sampling Techniques, 2nd Edition,
John Wiley & Sons, New York (Chpt5)
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1. L
2= (n=1)si/
h=1

As an illustration; suppose. X is the average
cost ofimmatriculation, X, is the average cost
of obtaining a ‘patente’ and X, is the average
cost of obtaining a ‘licence’ for the stratum
‘entreprise individuelle’, then the pooled cost of
fulfilling registration requirement for ‘entreprise
individuelle' is given by:

g - M s
P n t N, +n;
and the pooled sample variance is as given by
equation (3.2) where L = 3.
If we assume that variability is the same in
all the strata, then an estimate of the variance of
the pooled sample mean is given by:

7e 'Rl
var(X,) = sph g ﬁ;
so that the estimate of the standard error of
,\7,_ is L
SEX) = var(X,)
If variability is different in different strata then
an estimate of the variance of X, is given by

h=

...........

L
v 2
= Sy /n
) = Xosi !y
and the estimate of the SE is given by equation
(3.4) above.

Estimating Degrees of Freedom

Another concept needed for statistical
inference is the notion of degrees of freedom

for SE(A—’P) or var()?p).

In the situation of equation (3.3) where
variability is the same in different strata the

degrees of freedom (df) are given by

..............
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In the situation of equation (3.5) where
variability is,sdifferent in different strata,
Satterthwaite™ gives an approximate df for the

case where L = 2. In this case

d +d,)’
df = (’.:, -
d; dy
- .+ - —
n, -1 n, -1
where,
2
d, =s;/n h =12

Hypoheses Testinglo

An important step in our analysis will be to
compare costs calculated for different categories

of SMEs or

for different variables. In

otherwords, given a cost item like the patente,
which of the groups of SMEs spent most on
patente, which spent next highest and soon. To
answer this question we consider the comparison
of 3 population means 1, p2, 13, We will cest

the following hypotheses: .
1) H:p

=p againstH :ul > p .

2) If'we feject Ho in thé above tést , then we
test H:pu =y versus H >,
3) Ifwe rejectH1 if the above ekt thén we can

give the following ordering to the 3
population means: > [T
| 2 3

This justifies why we would want to introduce
tests of hypotheses here even though there are
no hypotheses to be tested in our objectives.

O compare two populations we tested the

hypothesis:
Ho:p. =poagainstH :p > .
| 2 A i 1
To do this we used the test statistic
N
SE(X) ............... (3.8)
!
where,
SE(X is calculated from equation (3.4). We
reject

else we do not reject H .
0

Oif calculated value of T > t(oz, dfy or

28,
5.

L §nedccor, G. W

.ltltleéthwaite, E E. Biomedical Bulletin, 1946 Vol.
Cochran, W.

. W G: Statisti
Methods 1980, 6 th edition, fowa § Ahenical

lowa - (Chpr 5)

tate University,

In this article we summarize the rules and costs
of pre-entry and starting requirements that.
inhibit the creation of SMEs as found from our
survey of SMEs in Douala.

RULES GOVERNING BUSINESS ENTRY
IN CAMEROON

Business entry requirements are legal ;m‘d
administrative obligations which o promoter
must satisfy in order to achieve nthcmlﬁ rcufu—.
gnition of his business. The steps to be t:ql\c'x‘l (tll)
this purpose depend on the type of business
be registered.

Types of Business Organizations

The business may be incorl’U“‘tfd‘ mb
unincorporated. The unincorporated !JL!M{]L”[S‘SI:C
are one-person enterprises or par.tncrﬂu?f- Lo
sole proprietorships arc kno\ﬁn)m Frcglc.l ; ‘ "
as “entrepriscs individuelles.” Partners 1[pu :'tif
known in French Law as Socidtés en Nom Coq 85)
(SNC), Sociétés en Commandités S.mlp!c (;\
and Sociétés en Commadités par Action (S(\: : L‘sc

Incorporated business organisations are f ]thC
which can only come into existence tl]l‘oll.&"1 Ally
process of incorporation. They are 3'10[][L\r‘lu\V'
referred to in French Law as “Sociétés. T 1Lbc it
requires that every business orgam:atlo_n.‘ e
an “entreprise” or “Société” :‘lnd \\'lulatﬁ’?:.'_t:w de
or size, mygt register with thcr.‘ LOL‘“ 2
Commerce™ which is held at registries ¢ he
Courts of First Instance and High Courts in t
country.

Registration at the Court of First Instance

visall
Registration at the Court of First Il}st'dl?c‘— ‘i]‘;ll]
that is required of a one-person quncss\t‘(’t}l’i‘ng
official recognition. The process .m’vo]vlub 1lamc
aone-page form in triplicate, inscribing the t 0
of the business in the register and dchve‘lll:g[hC
the proprictor one copy of the form hcuru}.&FirS[
signature of the President of the Court o
Instance and the registrarion number.

Registration in the High Court .
. adiscrimi!-
The French word “Sociéré” is used indiscri!

; . ich are in essence
nately to businesses which are in cssener

. o decree
30 The Registre de Commerce was mmxluuiig'?b i is
ot the French Government of l7th4Fcbr]udr}:'] "7 160. Its
published in the official gazette of 19.3 At pi !;mtion ol
provisions have governedCameroon's registre
businesses till now.
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partnerships: SNC, SCS and SCA as discussed
before); 'nd companics: Private Limirted
Companies - Société a Responsabilités Limitées
(SARL): and Public Limited Companics - Socicté
Anonymes (SA). Sociéiés eftect their registration
in the High Court.

The partnership type businesses register in
the High Court using procedure followed by
one-person businesses in the Court of First
Instance, while the companies must go through
the process of incorporation. To do this. the
future partners in a company must go to the
chamber of a “notaire” who prepares the
registration document called “statuts™ (written
in plural), by filling information provided by
the promoters on printed forms. The “notaire”
then goes ahead to register the “stazus” at the
Stamp Duty Service and sends a completed file,
which includes a draft certificate of incorpora-
tion to the High Court. Registration is effected
at the High Court by inscription of the name of
the business on the “Registre de Commerce” and
the signing of the draft certificate _of
incorporation by the President of the Hl.gh
Court. The certificate of incorporation, which
bears the registration number is returned to the
“Notaire: from where it is collected by the
promoters. The “Notaire” upon r ceiving the
certificate of incorporation from the High Court
Proceeds to announce ‘the registration of the
‘Société” in the Official Gazette or in any other
official newspaper which publishes legal
announcements.

COSTS OF RULES GOVERNING BUSINESS
ENTRY IN CAMEROON

At this point we will try to estimate the cost of
official recognition of each of the businesses
discussed in the preceeding section as per the
information obtained in the survey in the city
of Douala. The cost of business entry will inCll'ldC
cost of registration and cost of post registration
fequirements.

Since incorporated and unincorporated
SMEs have different registration requirements,
we shall treat cheir registration costs separately.

e

—

12} .
ccializes tn

. LI .. 3
Norare’ is a legal practitioner who sp o of
" { copies ©

(|rafting and reproducing authenticarec
d()Cumcnrs

Registration of Un-incorporated SMEs

In our survey we never encountered any of the
forms of partnerships SNC, SCS, and SCA. We
interviewed in the category of unincorporated
SMEs, operators of so?; proprietorships
(entreprises individuelles), store operators and
bar owners.

The “entreprise individuelle” goes through by
completing a one-page form in triplicate, affixing
a 500 francs fiscal stamp on two of the forms
and paying directly to the register of the Court
of First Instance 15,000 francs against a receipt.
The toral direct cost of fulfilling this requirement
is 16,000 francs.

In addition to the direct cost of 16,000 francs
the operator may incur several indirect costs.
Usually the court clerks will charge a fee for the
forms, which are supposed to be free. The
entrepreneur or his representative may buy the
fiscal stamps at higher prices than the official

rice or travel to the treasury several times before
Euyinf the stamps. He maifl also have to make
several trips to the court or have to tip the courr
staff before this requirement is fulﬁﬁed. These
facts will tend to justify the disparity between
the direct cost and the amount operators
reported in the survey to have spent to fulfill
this requirement.

The law does not require the store and bar
operators to register with the “Registre de
C!z))mmtra'. " A store owner needs justa * Patente”
(business license) and, in the case of a bar owner,
a “licence,” in addicion. The direct cost of the
“satente” is not unique. It is assessed by an official
of the taxation department.

The “licence” is supposed to be issued free
by the administrative authorities. A bar which
sells only soft drinks does not need a llc.cnce o
operate. We used the procedures outlined in
section 3 above to statistically combine samgle
means and sample variances so as to obtain Table

).I'The figures in Table 5.1 were tested and
differences berween the different categories of
sole Eroprietorshnp shown to be statistically
signiticant.A glance at Table 5.1 shows how
constraining the administrative requirements in
Cameroon can be. The “Licence which is
supposcd to be issued free, incurred an avcra?e
expenditurc of 60,000 francs for. a sole
proprietorship and 55,562 francs for bar owners.
Since the payment of the “patente” is subject to
an assessment by an official of the Taxation
Department, one can also imagine how much
incrirccr payment will be made for the

assessment.
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Table 5.1: Average costs and standard error (se) of fulfilling legal and administrative
requirements for sole proprietorships, general commerce and bars.

Category Registration | Patente Licence Total Df se
Entreprise 107,550 146,061.5 60,000 311,611.5 37 34,532
Individuelle

General 0 43,462.5 0 43,462.5 29 9,624
Commerce

BAR 0 90,375 55,562 145,937.5 14 37,957

On average, an operator of an “entreprise
individuelle” paid 146,061.5 francs, a store
operator paid 43,462.5 francs and a bar owner
paid 90,375 for “patente.”

In all the “entreprise individuelle” spent on
average 311,611.5 francs with a standard error
of 34,532 francs; general commerce spent
43,462.5 francs with a standard error of 9,624
francs and a bar owner spent on average
145,937.5 francs with a standard error of 37,957
francs.

Businesses for which immatriculation, (that
is, registration) is required, need a minimum
starting capital of 500.000 francs. There is no
minimum capital requirement for bars or stores.
Since these businesses need a starting capital of
500.000 francs, the cost of registration represents
62.3% for the “entreprise inagviduelle," 8.7% for
stores, and 29.2% for bars. The cost of
registration for the “entreprise individuelle” is
highest in this category. The reason why an
entrepreneur would want to go through the
process of immatriculation instead of just buying
a patente and running his business as a store, is
because the enterprise would, on immarri.
culation obrtain quasi-corporate status. For
example, one can operate a bank account and
also obrain a bank loan in the name of the

business even though the operator remains liable
for the debrs of the business.

Registration of Incorporated SMEs

The registration of a SARL or SA is more
expensive:

) The minimum capital required is 500,000
francs;

ii) The. “r.zotaire" charges a fee for drafting and
certifying the “statuts” and this may go up to
10% of the company’s registered capital;

iii) The cost of registration of the “stasuts” ar the
Stamp Duties Service varies from 0.25% to

1 -
2% of the registered capital.” The rate of
2% applies to companies with capitals up to
750 million francs while 0.25% applies to
capitals exceeding 5,000 million francs;

iv) Four copies of the statuts each page of whil:b
must bear a fiscal stamp of 500 _ francs. T I.f
gives 20,000 francs fora “staruts” of 10 pages;

v) Acthe High Court the entry of the cgmpal:l_y's
name with the “registre de commerce” requires
3 fiscal stamps costing 1,500 francs;

vi) The next step is the procurement ofal
statistical number from the “Service Centra!
d'Immaticulation au Fichier des Entreprzsfgs
(SCIFE). The service is based in Doualfld or
the whole country. The fee to be pai ‘T
15,000 francs but the tips to the p_erSOI?"ﬁ'
and the transport costs could be quite high;

vii) The last item of expenditure is payment for
announcement of the registration of the n?‘W
company in the Official Gazette.fTh:
amount depends on the length of t X
announcement. A standard announcemen
costs about 50,000 francs.

All these give a total direct cost of ar least
137,500 francs for a small company W_lth Stam?,/%
capital of 500,000 francs, representing 27.5
off;he starting capital. ) . chis
Seven companies were interviewed in tivc
category. lronically they were very uncooper ?Eiv .
in responding to questions. Most of the Self‘ls few
questions were left unanswered. From the e
responses we obtained we found that on 3".62" 6%
458,406.67 francs (with a standard error of 2 n’
916.9 francs) were spent on immatl;lculatlo 3
notaire fees, statistical number and atenftec-t
This, from our experience on the fiel sze hesé
was grossly an understatement. Most © ;l o
companies were owned by foreigners an

~ . . . artidc
32 General registration and stamp duties code,

14
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some reasons they were unwilling to divulge their
true expenses on these items. However, the
average cost of 458,406.67 francs represented
91.7% of the capital of a small company.

Duration of Registration

We felt that it was necessary to find out from
t]]c. entrepreneurs how long it took them to
register their operations. Again we were unlucky
with the incorporated organizations. Only 2
companies out of 7 interviewed reported the
number of days they spent to fulfil the
requirement. Even then the 1 day reported by
one and 630 days reported by the others looked
unreasonable and hence were not subject to any
analysis.

For the other categories of business
Operations we found that an operator of an

entreprise individuelle” spent on average 20.88
days (with a standard error of 10.09 days%, astore
Olflerator spent 10.64 days (with a standard error
of 1.85 days) and a bar owner spent 18.28 days
(with the standard error of 3.6 days)-

We decided to estimate the opportunity cost
to the entrepreneur of spending so many days
in preparing documentation and following the
Procedure up to the point where registration was
achieved. From the Department of Statistics33
we obtained information on the wages of workers
in SMEs in Douala from 1989 to 1992. We
calculated the average daily wage of a worker in
this and obrained the figure 2,881.7 francs. We
then used this to modify table 5.1 and obrained
table 5.2,

_ An entrepreneur who succeeds in raising the
Minimum starting capital of 500,000 francs for
4 SME, must next spend on average 371,781.4
(.74;3§(%) of this capiral) only for the purpose of
f““'“'"g entry requirements. For incorporated

Table 5.2: Real Average Costs of Business Entry Requirements for E

organization the expenditure is more than
458,406.67 francs which is 91.68% of an initial
capital of 500,000 francs.

POST-REGISTRATION REQUIREMENTS

There is a long list of other requirements which
must be satis%ed after registration before the
business can start to operate. We style them
“post-registration requirements.”

All registered businesses, be they one-man
encerprises or incorporated organizations, start
of by paying three taxes and making visits to at
least six offices. The three taxes are: tax on
business premises, on rents and on stocks in trade
(payable on the assets of the entegprise excluding
newly purchased merchandise).

The six offices to be visited are: labour doctor
(every business enterprise is required by law to
provide medical serviges to its employees through
a labour doctor),” labour inspector (the
pomoter of the new business must visit the
inspector at least 3 times), manpower service,
court of first instance (the employer’s register to
be kept by the new enterprise must be visaed by
the labour inspector and must bear the seal of
the Court of First Instance), tax inspectorate,
and the Social Insurance Fund (the entrepreneur
of a new enterprise visits it for the first time to
register the enterprise as an employgr and a
sccond time to register its personnel).

Though most of these visits do not entail
direct payments to the offices concerned, other
indirect costs are incurred such as photocopying
or buying forms, tips t© the workers, transport
costs, costs in terms of time wasted etc. From
the survey data we computed average
expenditure on visits to each of these offices,

1ezprise. Individuelles,

General Commerce & Bars. ,

Category Average Cost  Opportunity cost Average total Se
; of s e — 65,601.61

‘ 5,601.
Entreprises Individuelles  311,611.5 60,169.9 371,781.4 606
General Commerce 43,462.5 30,661.3 74,123.8 9:015-17
Daes 52,6775 198.615.0 39,015.
—_— 145,937.5 ,

Rk
ADlrecrion de la scatistique, Resultars de Penquet
—Annuelle dans I'Indusrie 1989-1992.”

ji i Createur
" am N. & Woladji, R. Guide du
3/'{ E:tlicprise au Cameroon, Yapunde. 1990.
See Labour code of 1992, section 98.
* k’N pS, Guide 10 Social Insurance, Yaciunde. p-15.
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combining them for sole-proprietorships and
companies. To these we added the amounts for
the three pre-entry taxes and rcfgm‘ranon to
obrain table 6.1. Standard errors of estimates are
enclosed in parentheses.

Table 6.1: Costs of Entering and Beginning an SME in

Douala.
Irem Entreprise Company
Individuelle
Registration | 371,781.4 458,406.7
3 Pre-entry 230,737.0, 1,374,767.0
Taxes
Post-registra- | 488,678.1, 1,170,616.7
Toral, 1,091,196.5 3,003,790.4
(18,982), (176,643)

We see from table 6.1 that it costs a sole
proprietor 1,091,196.5 (with standard error of
18,982) francs to register and start operating his
business; while for the company the cost is
3,003,790.4 (with a standard deviation of
176,643) francs. Given that the minimum
starting capital is 500,000 francs, the cost of
entry represents 218.2% of starting capiral for a
sole proprietor and 600.8%, for a company.
Whifc costs of registration are reasonably low
for the two categories of businesses, the post-
registration costs are prohibitive. The high cost
of post-registration requirements explains the
low compliance rates for these requirements. In
the survey, only 14.8% of sole proprietorships

and 57.1% of companies reported they had
labour doctors, for example.

DISCUSSION OF RESULTS

One may want to know how much faith we place
on the calculations we have made in this study.
The sample selection was done in office stricily
following statistical procedures. Thus, in the
categories of general commerce and bars where
all those sampled responded we can, with
confidence, say thar the figures calculaced
represent the average situation on the field. The
situation could reasonably be true of sole
proprietorship with a response rate of (4.3%
(Table 1. 2). "The operators in this category of

Es responded to our questionnaires with a
lot of enthusiasm giving the impression thar they
were happy to see some ody to listen and expose
their problems in this subsector of the economy.

The high degrees of freedom (df) for th.c
estimates close or above the number of operators
sampled for each group attests to chis fact. T'hcy
were 14 for 17 bar operators and 37 df for 27
sole proprietors survey (Table sn.

The situation of the limited liability
companies is a bit embarrassing. They hadI th'e‘
lowest participation rate of 43.75%. Their
answers to questions were erratic qnd someumesf
very unreasonable. There are a high nu_mber ci
expatriates in this category, us'ua!ly of Frlv_:r}cll
origin. We know that arourgd this time a po ltllca
party called for a boycort of French goods. /\ S0,
in the privatization of state corporations,
nationals seem to be accusing thc;\e F!Xpatl'l;l[ﬁS’
for arranging with government oﬂnqals to buy
off starte enterprises at give away prices. -Thes?
may explain why they should be suspicious 0
Cameroonians looking for information about
their operations. .

With the above reservations in mind, we have
found that to go into business in Camc|'9o;1
requires far more than just the start-up cap!t'aci
A promoter who succeeds in raising the requu'e
capital still has to secure a large sum, n'amcl_v.. -llf;
average of 1,091,196.5 (218.2% c?f !115 capita ’
only for the purpose of fu|f|l“|lng en.t.li
requirements, in the case of “entrepris
individuelles.” For an incorporated companies,
the expenditure is more than 3,003,790.4 francs
which is 600.8% of the initial capital.

The cost in time and money thus co_nsrntuteS
a serious constraint ro the expansion arl\
graduation of SMEs and also accounts fc_)l"r 13
large number of businesses that have been fowe.
to remain small or operate in the informal sector.
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