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Abstract 

Using survey data, the aim of this paper is to analyze the impact of bank financing on firms performance both in 

Cameroon and Senegal. Performance is measured in terms of sales growth. Our methodology is based on an 

analysis of variance to test if access to credit leads to a difference in performance and on econometric modeling. 

The main estimation result is that bank financing has a negative impact on firms performance. This result is 

explained by the credit rationing and the lack of relational behavior on the credit market. Our findings suggest 

the establishment of a close bank-enterprise relationship in the common quest to promote economic growth. 
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1. Introduction 

Firm’s access to finance has been one of the major issues for the development of a dynamic private sector in 

Sub-Saharan Africa (SSA) over the past decades. Studies carried out in this area highlight a difficult access to 

credit for enterprises, particularly for small and medium-sized enterprises (SMEs), victims of credit rationing 

and bank mistrust (Aryeetey, 1998; Kauffmann, 2005; Lefilleur, 2008; Seck, 2014) (Note 1).
 
The general results 

from the World Bank’s Enterprise Surveys (Cameroon, 2009; Senegal, 2014) confirm these findings in the sense 

that access to finance is perceived as the main business environment obstacles in SSA.  

Widely recognized and shared that the private sector is a powerful lever for a country’s economic development, 

the plea to improve firms’ access to finance has been heard by policy makers who, supported by the donor 

community, have embarked on reforms to improve the business environment and conduct public policies to 

promote entrepreneurship. Among the institutional measures to assist and support business financing, we can 

highlight the advent of a ministry responsible for the promotion and development of SMEs (2001 in Senegal; 

2004 in Cameroon). A business environment that is ripe for making access to credit less constraining is 

considered necessary for the emergence of a successful private sector, promote wealth creation and meet the 

growth challenge. However, these works and measures taken to remove obstacles to access the finance rhyme 

with a gap in the literature on the efficiency of credit granted to firms in terms of performance, beyond the 

obvious. 

Given the business lifecycle, bank credit is important due to the renewed operating and investment needs during 

the year. It is proving to be a means of supporting business activity and improve productivity because the role of 

the banking sector is to promote productive investment and support business activity (Chekili & Saidane, 1995). 

According to Schumpeter (1911), the credit supply is the key to economic development. Without credit, there 

can be no innovation or possible progress in terms of a new productive dynamic. This is, we could say, the main 

part of Schumpeter’s contribution, which shows that the credit created by the banker and made available to the 

entrepreneur is the basis for capital accumulation through innovative projects. In this respect, “credit is 

productive” as long as it allows a new and better combination of production factors and ensures an increase in 

the value produced.  

Performance then arises from the productive dynamics triggered by productive investment thanks to the 

intervention of banks. In this perspective, it has been shown that debt has a positive impact on firms performance 

(Modigliani & Miller, 1963). However, empirically, the few studies listed that examine specifically the 
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relationship between bank financing and firm performance are contradictory in their results. 

On the one hand, the research conducted in various contexts by Sabarwal and Terrel (2009) in Latin American 

countries, Jõeveer et al. (2006) in Europe, Bardasi et al. (2011) in developing regions and Djimasra et al. (2013) 

in Chad support the thesis that bank credit has a positive and significant impact on firm performance. On the 

other hand, the investigations carried out by Becchetti and Trovato (2002), Belouard and Seder (2009) and 

Tioumagneng (2011) reveal, in contrast, a negative relationship between the financing contracted by firms and 

their performance. Here we see the case where corporate indebtedness to banks can be 

“performance-destroying”.  

Nonetheless, these divergent findings are less discussed in the literature in terms of relational financing. Are the 

banks in SSA “real partners accompanying the firm in its production activity?” (Chekili & Saidane, 1995). This 

question seems to us opportune to reconsider in the sense that without a real bank-enterprise partnership 

relationship characterized by a commitment to the life of the company, there can be no pro-performance or even 

pro-growth credit allocation. This is, for example, the Hausbank principle defended in Germany. Otherwise, 

firms would face a credit rationing (Stiglitz & Weil, 1981) which would then reduce performance. 

The aim of this paper is to highlight the impact of bank financing on firms performance, from a relational 

financing perspective. The underlying assumption is that bank loans contribute positively to performance. The 

performance criterion used here is sales revenue. The analysis is based on a comparative approach between 

Cameroon and Senegal, which represent two flagship countries in the franc zones of Central and West Africa. In 

particular, it is based on primary data not used in previous investigations carried out in these countries. The rest 

of the paper is organized as follows: Section 2 presents estimation method and a data description. Section 3 is 

devoted to the presentation and discussion of the results. The policy implications of the results are provided at 

the Section 4 which concludes the paper. 

2. Methodology 

In this section, we present the analysis model that derives its theoretical basis from the microeconomic behavior 

of the producer, where the objective is to maximize profit. The firm performance equation is modeled and 

expresses a simplified relationship between a performance indicator and the resources mobilized. 

2.1 Model Specification 

The relationship between bank loans and firm performance is highlighted by the following standard model:  

𝑦 = 𝛼0 + 𝛼1𝑐𝑟𝑒𝑑𝑖𝑡 + 𝑋′𝛽 + 𝜀                              (1) 

This equation defines a linear relationship between the performance indicator y, the interest variable (credit) and 

the vector of control variables X;   represents the classic error term. 

In this model, performance is assessed in terms of economic efficiency and is therefore approached by sales 

revenue. This is the economic version of the concept
2
 often used in empirical work, notwithstanding the diversity 

of definitions and the multiplicity of evaluation criteria (Djimasra et al., 2013; Sabarwal & Terrell, 2009; 

Gauzente, 2000; Robichaud & McGraw, 1997). Sales seem to be the key criterion for assessing performance 

within companies. As a source of income distribution, it sets the trend for the evolution of the activity. This is 

why managers themselves evaluate their performance in terms of sales growth (Janssen, 2004). The sales and 

profit objective thus underlies the focus on this indicator, which otherwise provides information on the value 

produced. In this sense, sales revenue is the expression of the value created and sold by the firm. 

Apply and access to bank financing is expected to contribute more to improving sales, according to equation (1), 

taking into account the operation and/or investment covered. However, on the other hand, it is not meaningless to 

consider that only successful companies, in terms of the highest sales, are more likely to obtain a loan from 

financial institutions. This raises a problem of endogeneity, which is therefore anticipated through the double 

causality. In the absence of an estimation by instrumental variables (Note 3), the robustness of the model is 

ensured by using the approach adopted by Bardasi et al. (2011): we introduce past sales as one of the control 

variables. Therefore, the coefficient  1 in equation (1) denotes the effect of bank credit on current sales 

conditional on its past value. This coefficient can then be interpreted as the impact of bank credit on the growth 

of sales revenue (Note 4).
 
 

In order to present the results in terms of elasticity and to facilitate their interpretation, the variables (𝑦 𝑐𝑟𝑒𝑑𝑖𝑡) 

are transformed into the logarithmic form. The model to be estimated is finally specified in the following form: 

𝑦 = 𝛼0 + 𝛼1𝑐𝑟𝑒𝑑𝑖𝑡 + 𝛼2𝑦 1 + 𝑋′𝛽 + 𝜀                               (2) 

The other control variables are distributed among the human capital of the manager and the characteristics of the 
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firm, on the one hand, and the sector of activity considered, on the other hand. 

The human capital of the manager is approximated by experience and technical training related to business 

activity. An experienced manager is more likely to be proactive in response to market conditions and reduce 

uncertainty factors through improved market knowledge. Previously, or even on an ongoing basis, the training 

followed by the manager governs his competence and establishes in some way his knowledge of the market.  

Age and size (number of employees) are also the dimensions covered by the specific characteristics of the firm. 

The firm age is an indicator of survival that reflects the accumulated knowledge or skills. The more company is 

established over time, the more experience it acquires, builds partnerships and ensures its market share. Also, 

qualified and motivated workers should contribute to the overall performance of the firm. In addition to these 

company resources and skills, positioning in a sector of activity can provide a comparative advantage and 

influence productive dynamic. There is no reason to assume that the performance of enterprises is similar from 

one sector to another. 

2.2 Data 

The data used come from the survey on “Determinants of firms performance in French-speaking sub-Saharan 

Africa: the cases of Cameroon, Ivory Cost and Senegal.” This survey is part of a vast research program aimed at 

analyzing the impact of social norms, ICTs and managerial skills on firms performance. Funded by the 

International Development Research Centre (IDRC), it was attended by three research centers from the three 

targeted flagship countries in the area.   

The field survey took place over the same period in each of the three countries and is spread over November 

2013-November 2014. Using questionnaires and similar sampling techniques, the firm-level data collected yield 

to cross-country comparisons. Sampling is carried out from the national registry of enterprises or the enterprises 

census database maintained by the national statistical institutes (NSIs).  

A stratified sampling design is used in combination with the cut-off method for sample selection. In each country, 

the composition of the sample in terms of representativeness by industry is determined using sales as a criterion. 

The sampling methodology ensures that companies are representative by sector of activity (mainly 

manufacturing and service sectors). The sample selected is also representative according to the firm size: 

micro-enterprises, small enterprises, medium-sized enterprises and large enterprises. These include both private 

and public companies.  

The data collected allows the identification of firms that received bank financing in fiscal year 2012. For each 

firm, they also provide information on loan applications during the two previous years and the sources of 

financing for the activity. However, some credit-related characteristics such as interest rate and loan maturities 

are not collected in this survey.  

In view of the investigation to be carried out and the robustness of the econometric results, some restrictions are 

applied to the data:  

- First of all, only formal private companies are included in the analysis (Note 5): public utilities are 

therefore excluded - as well as the informal sector. This exclusion is due to differences in the objectives 

pursued by the market sector (private sector) which is more inclined towards profit maximization (Bozec, 

2004; Picard, 1998).  

- In order to control for outliers, firms with a sale below the first percentile or above the last percentile are 

then excluded (Note 6). 

For our comparative analysis, the initial dataset consists of 197 firm-level observations in the case of Cameroon 

and 278 observations in the case of Senegal (Note 7). Table A1 in the appendix provide some basic firm 

characteristics in the sample by country and by access or not to bank financing (Note 8).  

3. Results and Discussion 

In this section, we discuss the estimation results of the analysis model. Before moving on to the results and 

discussion, we carry out an analysis of variance to test whether or not access to credit is discriminatory. 

3.1 Analysis of Variance 

Table 1 below highlights firms’ access to bank credit. Compared to Senegal, it shows that the rate of access to 

credit is higher in Cameroon. Nearly half of the private sector firms surveyed in Cameroon received financing in 

fiscal year 2012. This suggests that a partnership relationship is possible between the banks and the companies 

seeking financing. This partnership is all the more important because the existence of close relationship between 
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borrowers and banks is an appropriate means of limiting credit rationing situations (Petersen & Rajan, 1994). 

However, this is not the case in Senegal, where less than a third of the firms in the sample benefited from bank 

loans. It should also be noted that the business environment remains marked, not only in Senegal but also in 

Cameroon, by a constraint on access to finance (Figure A1, appendix). It is the top business environment 

obstacle to their day-to-day operations noted by managers in Senegal. 

 

Table 1. Firm’s access to bank financing 

 CAMEROON SENEGAL 

Access to bank financing Obs. % Obs. % 

Yes   81 48.21 81 29.14 

No  87 51.79 197 70.86 

Total   168 100 278 100 

 

At the same time, the dispatching of the enterprises population into two groups leads to test if access to credit 

leads to a difference in performance. The idea is to compare the group of credit recipients with the group of 

non-recipients using an analysis of variance (ANOVA). We then use the model (3) which qualitatively describes 

the effect of access to credit on the sales for the year:  

𝑦𝑖𝑘 = 𝑎 + 𝑐𝑘 + 𝑢𝑖𝑘                                   (3) 

Where 

𝑦𝑖𝑘  is the logarithm of the sales revenue of firm i belonging to group k (k = 1,2); 

𝑐𝑘  refers to the effect of access to credit (1 if yes and 0 if no) on 𝑦𝑖𝑘; 

The constant 𝑎 represents the common effect to all firms and 𝑢𝑖𝑘  the disruptive effect. 

The estimation of the parameters of this model leads to the following results (Table 2): in Senegal no detectable 

difference was found between the two groups (recipients and non- recipients of credit). In Cameroon, on the 

other hand, access to credit seems to have an influence on sales for the period. Intuitively, bank financing is 

expected to have a beneficial effect in that firms that have obtained bank loans are expected to have higher sales 

than those that do not. The ANOVA in both cases is, however, mixed and does not yet allow for a policy 

discussion (as to the effect of the credit on the performance of recipient firms). It is clear that the level of sales 

achieved by these firms may not be the only fact of having benefited from the credits. 

 

Table 2. Results of the analysis of variance 

VARIABLES CAMEROON  SENEGAL 

Access to credit 0.978***  0.345 

 (0.374)  (0.333) 

Constant  20.489***  19.233*** 

 (0.262)  (0.18) 

Observations 157  278 

R-square 0.042  0.004 

Note. Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1. 

 

Since statistical analysis is insufficient, we carry out econometric analysis to assess the proven effect of bank 

financing on the performance of recipient firms. As we are interested in the impact of credit on firms 

performance, only the recipient firms will be concerned by the econometric estimate. 

3.2 Impact of Credit on Firms Performance 

The estimation results for our basic model (model 2) that evaluates the impact of bank financing on the growth 

of sales revenue are presented in Table 3. Using OLS regressions, the estimate is made step by step, including 

sequentially the characteristics of the firm and then those of the manager.  

In view of the results, it appears that bank financing contributes negatively to the performance of firms in both 

Cameroon and Senegal. In the estimates (2) and (3), the interest variable (Credit) has a significantly negative 

coefficient. When the credit volume increases by 1 per cent, the sales growth decreases by 0.04 per cent. 

Consequently an inverse relationship is established between the volume of bank debt and sales revenue. As a 

result, the bank debts negotiated by firms are unfavorable to their performance. Thus they appear to be an 

obstacle to the development and emergence of businesses. This seemingly counterintuitive result is not the first 

of its kind. The authors, such as Tioumagneng (2011) and Wanda (2001), found similar results regarding the 
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inverse relationship between bank debt and firms performance. This then leads to rejecting the hypothesis that 

bank loans in Cameroon and Senegal favorably affect performance of firms.  

In this model, the fact that Credit negatively explains the growth of sales revenue obviously runs counter to what 

can be called the “credit productivity theory” defended by Schumpeter (1911). If for this author, only the credit 

created and made available to enterprises is a productive power for them or a driving force behind their 

performance, in the present case of Cameroon and Senegal, bank financing does not produce the expected effect: 

rather, there seems to be a sort of “neutrality” of bank loans in the sense of Modigliani and Miller’s (1958) model. 

The supposed virtue of indebtedness is contrasted here: the loans offered to firms are growth-reducing and 

denote non-relational financing. Indeed, if access to credit is a major constraint noted in SSA
9
, the financing then 

contracted is hampered by the lack of a cooperative framework. This means, in other words, that the allocation of 

credit is not accompanied by a partnership relationship, which requires support for productive activity and not 

the adoption of purely mercantile or transactional behavior on the part of banks (David et al., 2008).  

As a result, this negative influence of bank loans on firms performance does indeed relate to an underlying 

phenomenon in existing analyses. The credit rationing thesis is therefore being used - was it commonly noted in 

the literature on bank financing (Stiglitz & Weiss, 1981; Ayed & Zouari, 2014; Seck, 2014). It should be recalled 

that many of these firms consider access to bank financing as the most important obstacle to doing business: 38.6 

per cent of enterprises in Senegal, a percentage well above the sub-Saharan average (Figure A1, appendix). The 

difficulty for the firm to obtain bank credit, which results, among other things, in obtaining an amount less than 

the demand, crowds out the efficiency of the financing in terms of supporting the activity. In particular, the low 

level of bank debt cannot, quite rightly, produce a significant improvement in productivity and growth - as long 

as it is insufficient for modernization and innovation. 

The credit rationing thesis favored in this research reflects the reluctance of banks to offer financing to firms. 

This overall behavior of the banking sector in the Franc Zones of Central and West Africa (reported in the work 

of authors such as Kauffmann, 2005; Lefilleur, 2008; Tioumagneng, 2011) is indicative of the difficult context in 

which productive units operate in their development strategies. Firms that are rationed in the credit market face a 

significant obstacle to their growth and further development. 

The expected performance of the firm is therefore compromised in the sense that the firm’s productive 

investment is financially constrained. In addition, the cost of bank financing and the high demand for collateral, 

which are also characteristic of the business environment, may be factors that reduce the efficiency of the loans 

offered to firms. They partly reflect the difficulty of access to credit and act as a brake on activity in the sense 

that firms tend to finance long-term investments (costlier) with short-term loans (Djimasra et al., 2013). 

 

Table 3. Results of econometric estimation 

 CAMEROON  SENEGAL 

VARIABLES (1) (2) (3)  (1) (2) (3) 

Credit -0.023 -0.042** -0.037*  -0.020 -0.037** -0.036* 

 (0.020) (0.019) (0.021)  (0.015) (0.015) (0.021) 

Service sector  0.022 0.021   -0.103* -0.115* 

  (0.082) (0.079)   (0.061) (0.065) 

Firm size  -0.0001 -0.0001**   0.0001* 0.0001*** 

  (0.000) (0.000)   (0.000) (0.000) 

Firm age  -0.002 -0.004*   0.002 0.004 

  (0.003) (0.002)   (0.004) (0.004) 

Manager’s experience   0.001    -0.001 

   (0.001)    (0.002) 

Has completed technical    0.095    -0.079 

training   (0.072)    (0.058) 

y-1 0.013 0.018 0.023  0.007 -0.008 -0.009 

 (0.022) (0.021) (0.023)  (0.014) (0.014) (0.021) 

Constant 0.085 0.286 0.080  0.276 0.853*** 0.910** 

 (0.409) (0.360) (0.393)  (0.250) (0.306) (0.453) 

Observations 71 59 54  79 60 60 

R-square 0.976 0.986 0.986  0.990 0.994 0.994 

Note. The estimate (1) first includes the volume of bank credit and the control variable past sales. The estimate (2) then includes the sector of 

activity and the firm’s characteristics. The estimate (3) also adds the manager’s skills. The reported estimate coefficient of y-1 is the one 

corresponding to  𝛼2    . Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1. 
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Therefore it seems that bank credit is not yet having the expected effect on activity in the Cameroonian and 

Senegalese private sector. The same applies to the manager’s experience and technical training related to 

business activity. On the other hand, the firm age and the fact that it belongs to the service sector negatively 

explain the growth of sales revenue in Cameroon and Senegal respectively. The firms performance in Cameroon 

should benefit more from belonging to a network (professional, friends or others) than simply from the criterion 

of age or seniority. The highly increased competitive practices of the informal sector in Senegal may justify the 

loss of performance of firms operating in the service sector compared to those in the manufacturing sector. 

4. Conclusion 

The interest aroused in recent years by the researchers and the support of governments in SSA for improving 

access of firms to bank credit has led us to examine the efficiency of the financing contracted. As much as a 

consensus prevails around the driving role played by the private sector in terms of job and wealth creation, 

without adequate support from banks, companies cannot significantly prosper and set in motion a better 

productive dynamic of the economy. Beyond the obvious, it is important to question the contribution of the 

supply of financing to the performance of firms. A close bank-enterprise relationship is highly indicative in the 

context of underdeveloped countries in order to remove obstacles to access to credit and meet the growth 

challenge. Financing, it seems, is a lever for the growth of businesses and entrepreneurs in Africa rely on the 

supply of bank credit to support their activity, improve productivity and generally stimulate growth. 

The aim of this paper was to provide evidence on the impact of bank credit on firms performance in Cameroon 

and Senegal. To do this, a linear regression model is estimated; model in which performance is similar to sales 

growth. The results of the estimates show that the financing that firms obtain from banks has a negative impact 

on their performance. The investigation thus highlights the fact that the credits offered by the banking sector to 

companies operating in Cameroon and Senegal do not yet contribute to their performance. The explanatory cause 

of these unfavorable results is to be considered in the credit rationing thesis, especially since access to financing 

is a major constraint for businesses. The reasoning is in line with the fact that a rationed supply of financing 

severely limits the effective implementation of investment or operational activities. The absence of relational 

behavior in the credit market supports this explanation. Without a genuine bank-enterprise relationship, the 

expected effect of bank loans on firms performance cannot be positive. 

These results argue for the establishment of a close bank-enterprise relationship in the common pursuit of 

promoting economic growth. Building or strengthening such relationship is beneficial to both parties. For the 

firm, it should make it possible to guard against a state of rationing and guarantee the availability of credit. The 

seemingly counterintuitive results of the regressions do not in themselves challenge the virtues of bank financing. 

Rather, they suggest that rationed credit cannot adequately meet operating and investment needs. At the bank, 

this partnership relationship would make it possible to minimize information asymmetries and to ensure its 

capital gains through the renewed economic upturn. 
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Notes 

Note 1. The arguments put forward in the literature on banks’ reluctance to grant credit relate to information 

asymmetries, insufficient collateral and the high default risk attached to SMEs. On the continent, banks remain 

the main providers of liquidity to companies, partly because of a weakly developed financial market.  

Note 2. This version is due to the fundamental aims of the economic prosperity of any business (Germain and 

Trebucq, 2004; Dohou and Berland, 2007). 

Note 3. The impossibility of having valid instruments in our database forces us to overlook an estimate by 

instrumental variables and to use another approach. 

Note 4. The model could still be rewritten in the form of 𝑦  𝑦 1 = 𝛼0 + 𝛼1𝑐𝑟𝑒𝑑𝑖𝑡 +  𝛼2    𝑦 1 + 𝑋′𝛽 +
𝜀 ; the difference in logarithm 𝑦  𝑦 1 defining a growth rate. 

Note 5. Is considered to be a formal company, a company that is administratively registered and keeps formal 

accounts. Only the private sector is considered here because, as Pestieau and Gathon (1996) point out, value 

creation cannot be understood as a search for financial profit by the public sector (cited by Salgado, 2013). 

Note 6. In the particular case of Senegal, an observation not following the overall movement of the distribution 

was also dropped. 

Note 7. Ivory Cost is withdrawn from the comparative analysis envisaged because of the lack of observations on 

the variable of interest, i.e. the volume of bank credit (21 observations in total). 

Note 8. In particular, we note in table 4 (appendix) that the manager’s degree of experience is a factor that favors 

access to credit. Combined with the age of the manager, experience can sustain the effect of credit on business 

performance through different channels. 

Note 9. See World Bank enterprise surveys, Cameroon, country profile 2009 or Senegal, country profile 2014 

(available at www.enterprisesurveys.org). 
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Appendix   

Firms characteristics and business environment 

 
Figure A1. Top 10 business environment obstacles 

Note. The observations correspond to firms’ choices regarding the most important obstacle from a list of 15 elements that characterize the 

business environment. They are compared to the regional average and ranked in descending order of the responses given in Senegal and 

Cameroon (See http://www.enterprisesurveys.org/graphing-tool). 

 

Table A1. Summary statistics 

 

CAMEROON  SENEGAL 

Recipients Non- Recipients Total  Recipients Non- Recipients Total 

Sales (in million CFA Franc) 17406.31Sig 5736.05 13243.73  4274.15 6309.95 5716.79 

Value Added (in million CFA Franc) 5489.56 2119.36 3597.76  608.14 1118.96 970.13 

Firm age (years) 18.51 18.45 19.25  12.71 15.20 14.46 

Nomber of employees  246.75 114.43 176.76  83.09 50.28 59.84 

Service sector (%) 62.96 56.32 61.42  61.73 Sig 72.59 69.42 

Manager’s age (years) 49.93 47.17 47.90  49.41 48.84 49 

Manager’s experience (years) 20.96 Sig 14.81 17.40  22.17 Sig 19.18 20.05 

Has received technical training (%)  71.60 77.01 73.10  64.20 67.01 66.19 

Holder of a higher diploma (%) 76.92 71.76 73.54  62.50 71.05 68.52 

Female owner or entrepreneur (%)  12.35 10.34 10.66  12.35 13.20 12.95 
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