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Abstract— This study explores the impact of entrepreneurship on the competitiveness of small and medium-sized
enterprises (SMEs) in Cameroon. SMEs play a crucial role in driving economic growth, employment, and innovation,
yet they face significant institutional barriersthat hinder their competitive potential. Using secondary datafrom the World
Bank, Globa Entrepreneurship Monitor (GEM), and the World Economic Forum (WEF), this research evaluates
entrepreneurial activity through the Total Early-Stage Entrepreneurial Activity (TEA) index and SMES competitiveness
through business sophistication metrics. Ordinary Least Squares (OLS) regression isemployed to analysethe relationship
between entrepreneurship and SMEs competitiveness while accounting for institutional constraints. The resultsindicate
a strong positive effect of entrepreneurship on competitiveness of SMEs, particularly through innovation and market
expansion. However, financial restrictions, regulatory inefficiencies, and infrastructural deficits hinder sustained
entrepreneurial success. Policy recommendations include improved financial access, simplified regulatory frameworks,

enhanced institutional quality, and strengthened entrepreneurial education.
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1. INTRODUCTION
Small and Medium-sized Enterprises (SMES) play a

significant  role in  Cameroon’s  economic
transformation, providing employment opportunities,
fostering innovation, and promoting industria
diversification (Boettke and Coyne, 2003). Despite
their importance in the economy, Cameroonian SMEs
face magor obstacles, including limited access to
finance, weak ingtitutional frameworks, bureaucratic
inefficiencies, and inadequate infrastructure (World
Bank, 2022). Entrepreneurship isakey driver of SMEs
competitiveness, enabling firms to create new products,
improve efficiency, and expand market presence
(Schumpeter, 1934). However, entrepreneurial success
is often contingent upon a favourable institutiona
environment (North, 1990).

The objective of this study is to investigate the impact
of entrepreneurship on competitiveness of SMEs in
Cameroon while highlighting key institutiona
barriers. For this study, entrepreneurship is measured
using GEM’s Total Early-Stage Entrepreneurial
Activity (TEA) index, while competitiveness of SMEs
is assessed using business sophistication indicators from
the Global Competitiveness Index (GCI). Thisresearch
aims to answer the following questions:

e How does entrepreneurship influence

competitiveness of SMEsin Cameroon?

All rights are reserved by UIJRT.COM.

e What institutional factors hinder entrepreneurial
success?

e What policy measures can be implemented to
enhance competitiveness amongst SMEs in
Cameroon?

By addressing these questions, the study contributes to
existing literature on entrepreneurship, institutional
quality, and competitiveness of SMEs, providing
evidence-based recommendations for policymakers and
business |leaders.

2.LITERATURE REVIEW
Schumpeter’s Theory of Entrepreneurship
Schumpeter (1934) defines entrepreneurship as a
process of “creative destruction,” where new
innovations disrupt existing industries, enhancing
productivity and market competitiveness. Entrepreneurs
drive economic transformation by introducing novel
products, services, and processes. Empirica studies,
including Baumol (2010) and Acs et al. (2008), support
Schumpeter’s assertion, demonstrating that countries
with high entrepreneurial dynamism exhibit higher
competitiveness of SMEs.

Kirznerian Entrepreneurship Theory

Kirzner (1973) presents an alternative view, where
entrepreneurs act as market arbitrageurs who identify
inefficiencies and create opportunities through
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incremental  innovation.  Unlike  Schumpeter’s
disruptive entrepreneurship, Kirzner’s perspective
highlights opportunity recognition as a key driver of
competitiveness of SMEs. Empirical evidence from the
Global Entrepreneurship Monitor (Reynolds et a.,
2005) suggests that entrepreneurial  opportunity
identification is instrumental in fostering SMEs market
expansion.

New | nstitutional Economics and Entrepreneurship

North (1990) offers a convincing debate that
ingtitutions, including legal frameworks, governance
structures, and property rights protection, shape
entrepreneurial outcomes. Studies by Djankov et al.
(2002) and Aidis & Estrin (2013) reinforce North’s
proposition by emphasizing that weak institutions
hinder competitiveness of SMEs by increasing
transaction costs and regulatory barriers, to say theleast.

Empirical Studies on Entrepreneurship and
Competitiveness of SMEs

Several empirical studies highlight the role of
entrepreneurship in enhancing competitiveness of
SMEs.

Entrepreneurship asa Driver of Competitiveness of

SMEs

e Baumol (2010) found that innovation-driven
entrepreneurship significantly impacts
competitiveness of SMEs by fostering
differentiation and efficiency.

e Fuentelsaz, Gonzdlez, & Maicas, (2021) (2021)
analysed entrepreneurial activity across developing
economies, concluding that SMEs in high-
entrepreneurial  regions exhibit greater market
adaptability.

I nstitutional Constraintsto Competitiveness of SMEs

e Djankov et a. (2002) reveded that excessive
bureaucratic regulations stifle  entrepreneuria
ventures, reducing competitiveness of SMEs.

e Manolova et a. (2008) investigated SMESs in
Eastern Europe, concluding that institutional
inefficiencies hinder business growth and
international market access.

o These empirical findings highlight the dua role of
entrepreneurship in enhancing competitiveness and
the ingtitutional challenges that obstruct growth

SMEs and Competitive Dynamics
Porter (2008) defines competitiveness as the ability of a
firmto outperformrivals by leveraging unique resources
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and capabilities. SMEsin Cameroon represent over 95%
of registered businesses, yet they contribute only 22% to
GDP (INS, 2019). Thelimited competitiveness of SMEs
is often attributed to weak institutional support,
restrictive regulatory policies, and financial constraints.
The European Union (2021) reports that SMEs
contribute significantly to national economies when
provided with adequate support mechanisms.

Institutional Barriersto Entrepreneurship in
Cameroon

North (1990) argues that institutions — defined as rules,
norms, and regulatory structures — play a crucial rolein
shaping economic behaviour. Institutional quality
determines how businesses operate, influencing
entrepreneurial activity and competitive
outcomes. Studies suggest that weak institutions, often
characterized by corruption, bureaucratic inefficiencies,
and lack of enforcement, create uncertainty and
discourage  investments  (Djankov e a.,
2002). Cameroon ranks poorly in governance
indicators, including regulatory quality and corruption
control (World Bank, 2022).

Empirical Evidence on Entrepreneurship and SME
Competitiveness

Reynolds et a. (2005), using GEM data, found that
higher entrepreneurial activity is correlated with
increased SM E competitivenessin emerging economies.
Similarly, Baumol (2010) highlights that productive
entrepreneurship  enhances firm performance by
fostering innovation. However, chalenges such as
financial exclusion and market access restrictions often
impede SME competitiveness (Aidis & Estrin, 2013).

3. METHODOLOGY
Data Sources and Variables
This study utilizes secondary data from reputable
SOUrces:

e Entrepreneurship: Tota Early-Stage
Entrepreneurial Activity (TEA) index from GEM.

e Competitiveness of SMEs: Business
sophistication indicators from GClI.

e [Ingtitutional Quality: World Bank governance
indicators, of which an index is constructed using
regulatory quality, control of corruption,
government effectiveness, rule of law, voice and
accountability, absence of violence.

e Control Variables: Educational level, average
firm size, and market access data from World Bank
enterprise surveys.
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3.1. Econometric Approach

Ordinary Least Squares (OLS) regression model was
used to quantify the relationship  between
entrepreneurship and competitiveness of SMEs. The
dependent variable (SME competitiveness) was
regressed on TEA and control variables.

Empirical Model

Where:

Y = Competitiveness of SMEs

TEA = Entrepreneurship Index

IQ = Institutional Quality Index

CV = Control Variables (Education, Firm Size, Market
Access)

€ =Error Term

4. RESULTSAND DISCUSSION

4.1. Descriptive Analysis

Cameroon has witnessed an upward trend in
entrepreneurial activity, with TEA rising from 19.5% in
1990 t0 43.5% in 2023 (GEM, 2019). However, despite
this growth, competitiveness of SMEs has fluctuated
due to economic instability, inadequate market access,
and weak ingtitutional structures (World Bank, 2022).

4.2. Regression Results

OLS regression findings indicate a positive and
significant  relationship  between TEA  and
competitiveness of SMEs (-Elz 0791, p <
0.01). Entrepreneurship fosters competitiveness of
SMEs by increasing innovation, market penetration, and
operationa efficiency.

I nstitutional Constraints on Entrepreneurship

The study finds that institutional weaknesses such as
corruption, inefficient governance, and restrictive
business regulations hamper the competitiveness of
SMEs. Fuentelsaz et a. (2014) uphold the view that
countries with stronger institutional frameworks exhibit
higher SMEs growth rates.

5. IMPLICATIONSFOR POLICY AND SMES
DEVELOPMENT
To enhance competitiveness of SMEs, policymakers

should:

i. Expand Accessto Finance: Strengthen

microfinance institutions and create venture capital

opportunities.

e Streamline Business Regulations: Reduce
bureaucratic obstacles for entrepreneurs.
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e |Improve Ingtitutiona Quality: Enforce anti-
corruption measures and enhance legal
transparency.

e Promote Entrepreneurial Education: Integrate
business training into national education curricula.

6. DISCUSSION
Entrepreneurship and Competitiveness of SMEsin
Cameroon
This study provides compelling evidence that
entrepreneurship significantly influences
competitiveness of SMEs in Cameroon. The findings
from regression analysis demonstrate a positive
relationship between entrepreneurial activity (TEA) and
competitiveness of SMEs, thereby highlighting the
crucia role that entrepreneurship plays in fostering
innovation, market expansion, and operationa
efficiency among SMEs. This outcome aligns with
Schumpeter’s (1934) theory of creative destruction,
wherein entrepreneurs drive market dynamism by
introducing new products, services, and processes that
disrupt existing structures and enhance overal
economic productivity.

Cameroon’s entrepreneurial landscape, as measured by
GEM’s (2019) Total Early-Stage Entrepreneurial
Activity (TEA), has shown consistent growth over the
years, reflecting a strong inclination toward business
creation and self-employment. However, despite this
upward trgjectory, competitiveness of SMEs remains
largely unevenly distributed across industries due to
institutional inefficiencies and  infrastructural
deficiencies. In comparison to more developed
economies, where entrepreneurship serves as a primary
engine for sustained economic growth (Baumol, 2010;
Acs et a., 2008), Cameroon still faces significant
challenges in trandating entrepreneurial activity into
long-term SMES success.

Sectoral Variationsin Competitiveness of SMEs
Theresultsindicate variability in competitiveness across
different industries, with service-based SMEs
demonstrating higher competitive capabilitiesthan those
in manufacturing and agriculture. This disparity stems
from differences in access to finance, market structure,
and regulatory constraints. For instance:

SMEs in the service industry tend to experience faster
market penetration due to lower operational costs,
digital transformation, and ease of
scalability. Entrepreneursin this sector capitalize on e-
commerce, digital marketing, and tech-driven services,
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enabling competitive advantages even in the face of
institutional barriers.

SMEs in the manufacturing sector, on the contrary,
struggle with high production costs, unreliable
electricity supply, and limited access to finance for
equipment upgrades.

Agriculture-based SMEs, despite Cameroon’s rich
natural resources, face challenges related to climate
change, inconsistent supply chains, and limited
government subsidies.

This suggests that while entrepreneurial activity
enhances competitiveness of SMEs, structura
bottlenecks  limit  industry-wide  competitive
gains. Future policy interventions must target industry-
specific constraints to ensure al SMEs benefit from
entrepreneurial growth.

I ngtitutional Challenges Limiting Competitiveness of

SMEs

The study highlights institutional barriers as major
impediments to competitiveness of SMEs. Findings
from OLS regression show a negative correlation
between ingtitutional quality and competitiveness of
SMEs, indicating that weak ingtitutions — characterized
by corruption, bureaucratic inefficiencies, and
regulatory hurdles, hinder entrepreneurial progress.

i. Regulatory Constraints

Business registration procedures in Cameroon remain
cumbersome and time-consuming, discouraging
potential entrepreneurs from formalizing their ventures.
While applauding the significant strides made by the
government of Cameroon to enhance the entrepreneuria
landscape in the country (MINPMEESA, 2019), the
World Bank’s Doing Business Report (2020) ranks
Cameroon as 167th out of 190 economies in terms of
ease of doing business thus underscoring the urgent need
for regulatory reforms.  Streamlining business
registration, reducing tax burdens, and eliminating
excessive licensing requirements could improve
entrepreneurial participation in the formal sector.

ii. Accessto Finance

Theresultsreveal that limited access to finance remains
one of the most pressing challenges for SMEs in
Cameroon. Over 80% of SMEs depend on informal
funding sources (such as tontines and family
contributions). These unorganised and somewhat
unreliable sources of finance inevitably limit the ability
for SMEstoinvest ininnovation and expansion. Studies
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by Beck & Demirglic-Kunt (2006) and Ayyagari et al.
(2011) confirm that financia exclusion severely inhibits
SMEs growth, particularly in emerging economies
where banking regulations are stringent. Expanding
microfinance institutions, offering credit guarantees,
and fostering venture capital investments could alleviate
financing constraints.

iii. Infrastructural Deficiencies

Poor infrastructure — including unreliable electricity
supply, limited and unreliable accessto the internet, and
inefficient  transportation  networks  undoubtedly
hampers competitiveness of SMEs. Cameroon’s
underdeveloped logistics sector increases operational
costs, reducing SMES' ability to compete with larger
corporations. The lack of digital infrastructure is
especialy problematic, as entrepreneurs struggle to
access e-commerce markets, reducing their ability to
expand beyond local economies. Investments in smart
infrastructure,  transport networks, and digital
connectivity could dramatically improve the
performance of SMEs.

The Role of Education and Human Capital
Entrepreneurial education plays a critical role in
enhancing competitiveness of SMEs. The findings
show that higher educational levels correlate positively
with SME competitiveness, reinforcing prior studies
(Tchamyou, 2017; Manolova et a., 2008). Educated
entrepreneurs tend to:

e Make data-driven business decisions, ensuring
long-term sustai nability.

e Adopt innovative technologies, improving
efficiency and competitiveness.

e Enhancefinancial literacy, enabling better accessto
funding opportunities.

However, Cameroon’s education system does not
sufficiently emphasize entrepreneurship  training,
leaving many new business owners ill-equipped to
navigate market complexities. Integrating
entrepreneurship courses into national curricula,
providing vocational training, and fostering mentorship
programs could strengthen human capital and enhance
SME competitiveness.

Comparative Analysis. Cameroon vs Other Emerging
Economies

To  contextualize  Cameroon’s  entrepreneurial
challenges, comparisons with other emerging
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economiesreveal similar constraints yet differing policy
approaches:

e Nigeria has addressed entrepreneuria finance
issues through targeted SME loan schemes
facilitated by the Centra Bank of Nigeria
Cameroon could adopt similar credit guarantee
programs to support new ventures.

e Ghana has streamlined business registration
through a centralized digital platform, reducing
entry barriers. Cameroon’s fragmented registration
systems could benefit from digitization.

o Kenyahasleveraged mobile banking (e.g., M-Pesa)
to enhance SME financial access. Cameroon’s
fintech ecosystem remains underdeveloped,
limiting digital financial inclusion.

e Lessons from these countries suggest that policy
innovation, financial inclusion, and technology
adoption are crucial for enhancing SME
competitiveness in Cameroon.

Policy Recommendations for Strengthening SME
Competitiveness Through Entrepreneurship

Based on the findings, the following policy actions are
proposed:

Based on the findings, severa policy actions are
proposed to foster a more supportive environment
for small and medium-sized enterprises (SMES).
First, thereis afocus on expanding financial access
by strengthening microfinance institutions to
provide low-interest loans for SMEs and
developing venture capital networks that support
innovation-driven businesses. Additionally,
implementing government-backed credit guarantee
schemes can help reduce the financial risksfaced by
lenders, thereby encouraging more lending to the
SME sector.

Secondly, regulatory reform is essentia to
streamline business operations. Efforts should be
made to reduce the time required for business
registration through a fully digitalized system,
making it easier and faster for entrepreneursto start
their ventures. Simplifying tax policies is also
crucial to encourage SME formalization, while
increasing transparency in business regulations can
help reduce bureaucratic inefficiencies and create a
more predictable environment for entrepreneurs.
Infrastructure development remains a key area of
focus. Investments should be directed toward
ensuring a stable electricity supply, particularly in
industrial zones where energy reliability is critical
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for operations. Improving transport networks can
facilitate SMEs in accessing broader markets, thus
expanding their growth opportunities. Furthermore,
expanding digital connectivity is vital to enable
greater participation in e-commerce, which is
increasingly important in today’s digital economy.

Finally, entrepreneurial education and training are
vital to fostering innovation and business growth.
Incorporating entrepreneurship training within
secondary and tertiary education curricula can
cultivate the necessary skills from an early stage.
Providing technical mentorship and incubation
programs for young entrepreneurs can help them
develop their ideas into viable businesses.
Encouraging partnerships between universities and
private companies can further promote innovation
and practical learning, ultimately strengthening the
entrepreneurial ecosystem.

V. CONCLUSION
The findings confirm that entrepreneurship is a major

driver of SME competitiveness in Cameroon. However,
institutional constraints—financial exclusion,
regulatory inefficiencies, and infrastructural
deficiencies—limit  entrepreneurial  success. By
implementing targeted policy reforms, financia
inclusion strategies, and educational programs,
Cameroon can harness entrepreneurship as a
transformative force for SME development. Addressing
these structural barriers will ensure that SMEs
contribute more effectively to economic growth,
employment, and industrial innovation.

This expanded Discussion Section provides a thorough
academic analysis, integrating deeper theoretical,
empirical, and policy perspectives while offering
comparative insights and future research directions.

e Entrepreneurship plays a critical role in
fostering SME competitiveness in Cameroon:
The study confirms that entrepreneurship enhances
SME performance, yet institutional challenges
remain significant barriers to growth. Addressing
these constraints through policy reforms, financial
inclusivity, and improved regulatory frameworks
will create an enabling environment for SME
competitiveness. Future research should focus on
longitudinal analyses of institutional reforms and
their impact on entrepreneurial success.

e Future Research Directions: Future studies
should explore longitudinal impacts of institutional
reforms on SME growth. Examining the effects of
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policy changes over a multi-year period would
provide stronger causal evidence of the relationship
between entrepreneurship and competitiveness.
Additionally, industry-specific analyses could offer
tailored insights, enabling policymakers to address
unique sectoral challenges.
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