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ABSTRACT

This study explores Foreign Direct Investment (FDI) and its effects on the economic growth in Cameroon within the
period 2006-2011. The purpose of this study is to understand the reason why increased FDI had not led to more eco-
nomic growth in Cameroon. Aghion’s endogeneity growth theory was used as a guide to data collection and analysis.
Research data were collected from 20 investment managers with close relationships with Cameroon. The participants
included five from each subgroup of energy, health care, technology, and financial institutions, in the United States. The
study participants expressed strong commitment towards economic growth in Cameroon. The responses from the study
participants showed inconsistency with the literature review and the belief that FDI generates economic growth in the
developing countries. Moreover, the respondents reported bureaucracy and corruption as the possible challenges facing
the economic growth in Cameroon. The research participants believed that eco-political factors directly affect the eco-
nomic growth in Cameroon. Policy implications and recommendations for future studies were stated. It was recom-
mended that the country must improve its financial market by removing financial restraints that hinder Cameroon firms
from getting into export markets. In addition, the Cameroon leaders should focus on improving human capital through
training and development. Training methods must be improved; a comprehensive plan for training and development
must be implemented. Moreover, Cameroon leaders should ensure that their attention to FDI does not overshadow do-
mestic small businesses. The study established that although there were positive relationships between FDI and eco-
nomic growth in the developing countries such as Cameroon, the findings were inconclusive. Future research should
further study the effects of FDI on economic growth using endogeneity growth theory in multi developing countries to
determine if the study findings from this dissertation can be supported in other settings.
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1. Introduction increase in FDI inflow into Cameroon has not resulted in
a better and sustained economic growth as had been ex-
pected. Cameroon’s population is about 18,175,000 [3].
The country is currently experiencing an unemployment
rate of about 30% [4]. In January, 1960 the area formerly
ruled by France won its independence. In October 1961,
the territory formerly ruled by the British also gained its
independence. According to the Cameroon Embassy in
the Netherland (2009):

Following agitation for independence by the Southern

Cameroon is a country located in the central West Africa.
Based on 2011 estimate, the country has a population of
about 19,711,291 [1]. Cameroon has generally been a sta-
ble country. This stability has encouraged more inflow of
FDI into the country to explore its rich natural resources.
Cameroon’s political power remains mostly in the hands
of President Paul Biya who has been in power for over
30 years. Like many Sub-Saharan African countries, Ca-
meroon is faced with many political and economic prob-

lems such as, corruption, poor technological advance-
ment, high unemployment, and a generally poor standard
of living. The country has been successful in improving
economic laws, policies and, other legal instruments in
order to attract more foreign investments, which many
economists believe is the key to facilitating economic
growth in the host country [2]. However, the recent
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Cameroons—before the name was changed to West Cam-
eroon—a plebiscite was held in that sector of Cameroon
on February 11th 1961 under the United Nations super-
vision. The result of the plebiscite which was overwhel-
ming for reunification (233,571 against 97,741) gave Sou-
thern Cameroons automatic independence and unification,
which was achieved on October Ist 1961 (p. 2).
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After the reunification of both sectors, the Federal Re-
public of Cameroon was created. Before mid 1980, Cam-
eroon leaders adopted a policy that the public sector ra-
ther than private enterprises played a vital role in the eco-
nomic development of Cameroon [5]. Government re-
forms from the 1980s have shown progress toward trade
liberalization, foreign investments and privatization. Many
classical economists such as [6,7] based their forecasts of
growth on the assumption that most developing countries
are naturally rich. Forgha had argued that these countries
are rich with natural resources which when refined, could
serve as engines of growth and development. However,
Forgha explained that because of their low income but
high desire to consume, the citizens of these developing
countries tend to have a low saving rate. The low savings
rate leads to the low rates of capital formation that are as-
sociated with high rates of poverty. Forgha and some
classical economists such as [8] argued that developing
countries must encourage the inflow of FDI. Forgha as-
serted that the inflow of more FDI into these developing
countries would serve as “complement to domestic in-
vestment so as to provide these developing countries with
their desired economic growth and development” (p. 56).

2. Background

In the 1960s, there was a wave of political independence
in most of the African countries. This led to some skepti-
cism among the leaders for fears that economic devel-
opment could lead to the loss of their political sover-
eignty and environmental pollution (Njong, 2008). How-
ever, according to Njong, the disappointing economic
downturn in African countries from the early 1970s to the
1990s and other world economic activities led to the need
for more FDI into the region. In this study, the principles
of good governance were examined in the light of the
contribution that they offer to foreign investors. Before
Cameroon won its independence, the country’s govern-
ment attempted to encourage foreign capital inflow into
the economy. Over the years, the government enacted a
series of legal instruments to encourage and boost FDI
inflow at the national level in order to foster the econo-
mic growth. Such instruments included the Investment
Code of 1990, amended in 1994; the Patent Rights Act,
also called the Bangui Agreement, initially enacted in
March 1977 and amended in February 1999; the Paris
Convention for the Protection of and promotion of In-
dustrial Property of 1883, revised in 1990; and bilateral
investment treaties for the protection and promotion of
investments signed in 1966 (Forgha, 2009). The enact-
ment of these decrees, laws, and policies, increased the
annual average of FDI inflow in dollars, but has not ge-
nerated a sustained economic growth in the country. This
has resulted in high unemployment, low technological
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advancement and poor standard of living [9]. The reasons
for Cameroon’s poor economic growth despite the in-
crease in FDI dollars have not fully been identified and
addressed.

By 2009, many foreign and multinational enterprises
(MNESs) had established operations in Cameroon, and
many foreign banks and private investors had invested in
the form of loans. As MNEs transferred management and
technology know-how to the domestic firms, it was ex-
pected that their presence would improve the economic
growth of Cameroon, the host country [10]. Cameroon
leaders welcomed the increased FDI and foreign opera-
tions into the nation. This was based on their belief, shar-
ed with the leaders of many developing countries that
FDI generate economic growth in a country. The leaders
believed that FDI would bring structural technological
transformation, which cannot be afforded by the domes-
tic authorities. However, despite the overall increase in
FDI inflow into Cameroon from 1986 to 1993, the real
growth of GDP per capita remained at —6.14% on aver-
age (Forgha, 2009).

Some progress appeared to have been made when the
average annual FDI inflow into Cameroon increased
from $284 million and $270 million in 2007 and 2008
respectively, to $337 million in 2009, primarily because
of higher oil prices (United Nation Council on Trade and
Development [11]. Nevertheless, (UNCTAD, 2010) re-
ported that Cameroon’s GDP growth was —1.5% in 2009.
Cameroon has experienced less GDP than comparable
Sub-Saharan countries, such as Nigeria, Ghana, and Li-
beria, which had experienced GDP growth of 2.9%, 3.5%,
and 4.6% respectively, in 2009 [12]. Similarly [13] indi-
cated that FDI inflow into the country has not resulted in
higher rates of economic growth and technological deve-
lopment.

The dismal economic progress is puzzling because, as
a bilingual country, Cameroon has an advantage in attrac-
ting FDI from both French and English-speaking devel-
oped countries (Forgha, 2009). In recent years, it has
been able to attract more FDI due to much-improved go-
vernance, economic policies, and other legal instruments.
However, the increased FDI has not generated more eco-
nomic growth as anticipated. The reasons for Cameroon’s
low economic growth despite the increased FDI have not
fully been identified and addressed (Njong, 2008). To ad-
dress this research gap, this qualitative study explored the
effects of FDI on Cameroon economy in terms of respon-
sibilities, challenges, trends, and governance focusing on
the period between 2006 and 2009. The principle of en-
dogeneity growth theory literature was applied to estab-
lish the theoretical framework of this research [14]. The
review was explored and explained the need to associate
Cameroon’s economic growth with endogeneity theory.
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3. Theoretical Framework

Aghion and Howitt (1987) introduced an approach to
understanding how FDI can generate economic growth in
a country. This approach was called the endogeneity growth
theory [15]. The purpose of endogeneity growth theory
was to seek some understanding of the interplay between
technological knowledge and various structural “charac-
teristics of the economy and the society, and how such
interplay results in economic growth” [16]. Scholars are
increasingly recognizing FDI as an engine of economic
growth mostly in the developing countries [17]. Many
scholars such as [18] asserted that FDI is a major source
of economic growth in developing countries. Wanted to
show that endogenous growth theory provides a strong
and flexible tool of analysis that can be used to research
not only economic growth but also many other related phe-
nomena [19].

The theoretical framework of this study was based on
the premise that FDI generate and facilitate economic
growth in Cameroon through producing positive spill-
over effects on the economy (Eden, 2008; Wijeweera &
Dollery, 2010). There is an important fact about FDI and
economic growth in the endogeneity growth theory,
which FDI is theorized to have positive effect on econo-
mic growth through knowledge and technological spill-
overs. Focusing on the creation of technological knowl-
edge transmission, endogeneity growth theory posits that
the incentives that drive invention and creation are the
main components of economic growth. According to the
theory, knowledge and technology are characterized by
more returns that propel economic growth (Ahmed, 2008).
The endogeneity growth theory suggests that research
and development activities are purposeful investments in
new knowledge, which is itself an input in the process of
generating economic growth in the host country (Acs,
Braunerhjelm, & Carlson, 2009). Thus, local firms that
gain access to talent and technological know-how from
increased FDI are able to innovate and create new indus-
tries, thereby increasing economic growth [20]. Such po-
sitive spillover strengthening the host country’s economy
[21] is particularly significant when highly advanced
MNEs enter a developing market, such as Cameroon,
where the technological gap is wide.

The major reason for examining FDI spillovers from
MNEs to the host country was to understand how FDI con-
tribute to the economic growth of the host country (Ofo-
ri-Brobbey, Ojode, &Woldie (2010). In a cross country re-
gression framework [22] studied the effect of FDI on eco-
nomic growth. It was found that FDI was an important me-
chanism for the transfer of technology and contributing
more to the economic growth than domestic investment.
In addition, [23] found from their research that FDI have
a significant, positive role on the economic growth of
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developing countries through knowledge spillovers.

Scholars are increasingly recognizing FDI as an engine
of economic growth mostly in developing countries. How-
ever, researchers have conducted very little studies re-
garding the reason why increased FDI failed to generate
more economic growth in Cameroon [24]. FDI play a
very important role in the developing countries [25]. FDI
can affect output and income by increasing the stock of
capital, increase labor force through job creation, and en-
hance human capital through technology [26]. Hoang et
al. (2010) examined the effects of FDI on economic
growth in Vietnam, using the panel data model across 61
provinces in 1995 through 2006. The studies showed a
positive growth and trade in Vietnam. However, empiri-
cal studies indicated that the effect of FDI on economic
growth has been far from conclusive. A number of ap-
plied papers have looked at the FDI nexus such as [27].
The studies do not tend to support the view that FDI ge-
nerate economic growth.

There was another study by [28] on the role of FDI in
high medium, low medium and low income countries
during 1970-2006. The studies did not tend to support the
view that FDI generate economic growth. The research-
ers used the World Bank’s four-fold classification. The
study examined whether FDI inflows complement dome-
stic investment of the recipient country, and contribute to
the host country economic growth. The test rejected the
hypothesis of FDI-led growth in these countries. The
study casted some doubts on the validity of many devel-
oping countries encouraging FDI inflows, with the belief
that FDI inflows would lead to higher economic growth.
Nevertheless, the endogenous growth model contends
that FDI contribute to domestic growth of the host coun-
try by complementing investment.

4. ThelLiterature Review

The intent of this study was to explore the reasons why
the increased FDI into Cameroon failed to result in more
economic growth; despite the assertion by many leading
economists such as (Ofori-Brobbey, Ojode, & Woldie,
2010). The purpose of this qualitative case study was to
understand the reasons why increased FDI did not lead to
a more economic growth in Cameroon. Forgha (2009)
noted that prior to 1966; many developing countries de-
pended on foreign financial assistance for economic sur-
vival. To develop economic growth, Cameroon and other
developing countries, have to make progress on some
areas such as technology, education and infrastructure
[29].

Since FDI was expected to be a major source of eco-
nomic growth in developing countries such as Cameroon,
the literature review mostly was involved in the explora-
tion of the effects of FDI in the economic growth of
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Cameroon through spillovers. A great number of peer-
review publications and other suitable sources justified

the worthiness of the study, based on the literature review.

To ensure the relevance of the materials, only sources
published between 2006 and 2010 were reviewed. Earlier
sources were reviewed only if new materials were not
available. Most of the literature review came from aca-
demic digital libraries such as ABI/INFORM Global,
ProQuest database and EBSCHOST database. In situa-
tions where peer-reviewed journal articles did not supply
enough background data, other Web-based resources were
reviewed.

5. Historical Background of FDI in
Cameroon

The involvement of MNEs in the Cameroon economic
activities can be traced back as early as 1884 when Ger-
many annexed the territory that would later become Ca-
meroon (Njong, 2008). During this period, the Europeans
viewed the annexation of Cameroon as a good source for
their agricultural products. Cameroon was no exception
when the Germans established big corporations to pro-
duce both cash and food crops in the country from the
plantations. After Germany’s defeat in World War 1, Ca-
meroon was partitioned between British and French un-
der the trusteeship rule of the League of Nations in 1999
(Njong, 2008). The British and the French territories later
united to form the present Cameroon. Forgha (2009) de-
clared that years after independence, FDI was “perceived
as an evil that negatively influenced internal decision
making, induced loss of control over domestic policies,
and imported obsolete technology” (p. 10). The policy
makers’ perception caused the Cameroon leaders to na-
turalize all foreign companies and to place a greater con-
trol of all private and public sectors in the Cameroon eco-
nomy. Forgha continued that however, foreign investors
still participated in economic affairs of Cameroon through
joint ventures and equity holdings. The indirect partici-
pation of foreign firms through equity holdings, accoun-
ted for the inflow of FDI into Cameroon until the 1980s.
Prior to 1989, the Cameroon government practiced a
clear protectionism; with about 20 different taxes selec-
tively on imports and export products. In many cases, tax
rate was as high as 150% of the cost insurance-freight
value [30]. The tax rate was drastically reduced after
1989, following the execution of the Structural Adjust-
ment Programme (Njong, 2008). To further improve and
promote foreign investments, the government imple-
mented the proposal by the Central Africa Economic and
Monetary Community (CEMAC). The proposal was fol-
lowed by the devaluation of the CFA franc (Cameroon
currency) in 1994. There were other similar policies such
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as the privatization of the oil sector investment.

There had been continuous efforts by the Cameroon
leaders to encourage more FDI into the country. Over the
years, the leaders enacted a series of legal instruments to
encourage and boost FDI inflow at the national level.
Such instruments included the Investment Code of 1990,
amended in 1994; the Patent Rights Act, also called the
Bangui Agreement, initially enacted in March 1977 and
amended in February 1999; the Paris Convention for the
Protection of and promotion of Industrial Property of
1883, revised in 1990; and bilateral investment treaties
for the protection and promotion of investments signed in
1966 (Forgha, 2009; Njong, 2008).

There was also the investment reform policy in Cam-
eroon to attract more FDI. Some of the policies began in
1963, when the Societe National d’Investment (SNI) was
created and was later resolved (Forgha, 2009). Under the
SNI, the State was to take a greater part as a shareholder
in any large private, forming a joint venture with the pri-
vate firm. New investment policies were introduced be-
tween 1990 and 2002. One of the policies emphasized
the need to process primary products before they were
exported, and the encouragement of competition among
firms. The National Industrial Free trade Zone and the
Investment Code management unit were created to sup-
port the SNI policy. The two structures were to formulate
and enforce policies to attract and encourage both foreign
and domestic investors through tax relieve policies [31].
The enactment of these decrees, laws, and policies, Ca-
meroon attracted more FDI inflow. However, the in-
creased FDI inflow did not generate enough economic
growth; which resulted in high unemployment, poor
technological advancement, and poor standard of living
[32]. There has been an upward trend for net FDI inflow
into Cameroon in recent years. The net FDI inflow into
Cameroon peaked at 305 million (Unite States dollars) in
1985 before it peaked at negative US $128 million in
1990. In 2009, the annual average FDI flows into Came-
roon was US $337 million dollars, but with no major
improvement on the economic growth [33]. Many re-
searchers have focused on the determinants of FDI in-
flow in Cameroon (Forgha, 2009; Kumo, 2009) but a few
researches on the economic growth in Cameroon (Ajayi,
2008). To address this research gap, this qualitative study
was to explore FDI inflow into Cameroon in terms of
their effects on economic growth, focusing on the period
between 2006 and 2010.

6. Foreign Direct Investment and Economic
Growth

Many scholars such as [34], have applauded positive
effects of FDI on economic growth, especially in devel-
oping countries such as Cameroon. An empirical study
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on 25 African countries between 1998-2007 [35] finds
that FDI has a positive effect on the economic growth in
those countries. In another research on 33 developing
countries [36], shows a higher economic growth with the
increase inflow of FDI. In addition, [36] found from the
study that the marginal contribution of FDI was greater
than that of domestic investment. According [37], FDI is
an important source for technology transfer which con-
tributes more to growth than domestic investment. How-
ever, some scholars such as [38] contested the assertion
that FDI generally generate economic growth. Dutta &
Roy, (2011) posted that empirical evidence concerning
developing countries such as Cameroon shows that FDI
do not create economic growth. However, FDI may di-
rectly affect the economic growth of developing coun-
tries. A typical means by which FDI can affect a coun-
try’s economic growth is the improvement of human
capital. This is done by the transfer of their ownership
advantages such as management skills, technological
know-how by means of training of local new hires, and
spin-offs. Multilevel data from 34 countries were gath-
ered during the period 2002-2005. The researchers found
that a country’s proportion of export-oriented new ven-
tures affects the subsequent emergence of new business,
as a result of knowledge spillovers from FDI.

7. Foreign Direct Investment

In the past two decades, there have been advances toward
a truly global economy driven to a large extent, by the
role of Multinational Enterprises (MNEs) and their ac-
tivities around the world [39]. FDI is the movement of
both human and financial capital over national borders in
such a way that they provide the investor full control
over the acquired asset [40]. Therefore, FDI is different
from portfolio transactions which may cross borders, with-
out providing such a control over the capital acquired.
Expressed their views of FDI as follows [41]:

FDI is a category of international investment that re-
flects the objective of a resident in one economy (the
direct investor) obtaining a lasting interest in an enter-
prise resident in another economy (the direct investment
enterprise). The lasting interest implies the existence of a
long-term relationship between the direct investor and
the direct investment enterprise. Direct investment in-
cludes subsequent capital transactions between the in-
vestor and the direct investment enterprise, and among
affiliated enterprises resident in different economies (p.
10).

[42] stated that in recent year, there has been an up-
ward trend on the global expansion of FDI, US with $233
billion in 2004; it almost reached the 2001 peak. How-
ever, Meyer continued that FDI in emerging countries are
not equally distributed; Meyer stated that China accoun-
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ted for US $61 billion, while Africa attracted only US
$18 billion, which are not equally distributed. The pro-
gress in FDI has raised many controversies in the ways
these foreign investors conduct their businesses in the
developing countries. According to Meyer, foes of inter-
nalization view MNEs to be the root cause of the down-
fall of world economic progress, ranging from continu-
ous income inequality, sweatshop working conditions,
and environmental pollution. Supporters of MNEs con-
versely, contents that the benefits of MNEs cannot be
overemphasized including the sharing of skills and tech-
nology worldwide. It also includes lowering prices to
consumer items, and the transfer of knowledge from the
technologically advanced countries to the emerging coun-
tries [43]. According to (Meyer & Sanai, 2006), emerg-
ing countries offer more incentives when compared to the
developed and advanced markets. These incentives help
the MNEs to spread out their investment risk in these
unpredictable emerging economies.

There have been some studies on FDI and its effect on
output and growth. [44] conducted an empirical study to
examine if financial sector development is important
precondition for FDI to enhance economic growth in 44
Asia and Oceanic countries for the period 1996-2005.
The study also examined if the effect is dependent on the
stages of development of the countries. The empirical
analysis showed that financial sector development en-
hances the contribution of FDI on the economic growth
in the region. It also showed that the complementary role
of FDI and financial sector development on economic
growth is most important for least developed economies
in the region. Researchers have concluded that there are
positive effects of FDI on economic development, but
why such growth is very slow in Cameroon is the con-
cern of the research. There are studies related to FDI
flow to Africa such as: (Njong, 2008; Forgha, 2009).
While most of the higher rates of FDI inflow occur in
many developed and other emerging countries, it is sig-
nificantly slower in the African developing nations
(Kumo, 2009). United States is the highest beneficiary of
FDI. According to United States Bureau of Economic
Analysis (2009), more than $325.3 billion in FDI flow
into the United States in 2008. Nevertheless, in recent
years, there has been steady but slow progress of FDI in
flow into Cameroon. In the past 6 years, FDI inflows into
the region reached US $53 billion in 2007 (Jenkins,
2009).

FDI plays a major role in the economy of Cameroon
but a reliable data of FDI in the country is not readily
available (US Department of States, 2009). France and
The United States are two major FDI participants in
Cameroon. According to the US Department of States,
The US FDI stock in Cameroon is rising. Most of United
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States investment in Cameroon is in the petroleum sector.
Jenkins (2009) stated that the Chad-Cameroon pipeline
which runs from Chad’s Doba oil field, is one of the
largest US investments in sub-Saharan Africa. Exxon/
Mobile and Chevron/Texaco team up with Malaysia’s Pe-
tronas to undertake this giant project. Other US MNEs
operating in Cameroon are Dole that has equity in a
French firm to produce bananas; Del Monte with a US
stake is also producing bananas in Cameroon. Addition-
ally, Golgate-Palmolive is producing oral care for the lo-
cal and regional market in the Cameroon plant. France
continues to be a major force of investment in Cameroon.
In the banking industry, France’s banks are dominants in
the country. According to the [45] there are about 160
French branch companies in Cameroon employing some
approximately 30,000 people and more than 200 enter-
prises owned by French nationals.

Acs, Braunerhjelm, & Carlson, (2009) reported that
many economists have examined the size and various
other characteristics of the host market, as well as the
nature of the MNEs and the investment to explain indi-
vidual decisions to invest in international market. Factors
such as the market size of the country, availability of la-
bor, and other important factors are considered. The size
of the host market and level corruption in the country
play important role in attracting FDI to a country [46].
The larger the market of a country, the more encouraged
foreign investors is to invest in that country. However,
many view political instability and democracy as one of
the major determinant factors that attract FD (Jajri, 2009;
Acs, Braunerhjelm, & Carlson, 2009). The frequent coup
d’état in many African countries, in addition to frequent
tribal wars and unfair election practices deter many MNEs
from investing in Africa. While many researchers focus
on factors attracting the flow of FDI to developed coun-
tries, studies exploring the effects of inflow of FDI on
economic growth in Cameroon are rare. Other recent re-
searchers have found that democracies, GDP, and ex-
change rate attract more FDI [47].

Due to the global economic crisis, the debt and finan-
cial crises of developing and emerging countries have
caused a deep appreciation for FDI. Short term-loans and
portfolio investments remain volatile and risky for deve-
loping countries. Moreover, foreign aids are shrinking;
developing and many emerging countries are increasing-
ly turning to FDI for their economic growth. FDI is con-
sidered successful and almost risk-free for gaining for-
eign exchange and getting access to new technology. In-
ternational institutions such as International Monetary
Fund (IMF), the World Bank, and the Organization for
Economic Corporation (OECD) highly recommend FDI
to the developing and emerging countries for a sustain-
able source of economic prosperity (UNCTAD, 2009).
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FDI is believed to promote export production and en-
courage foreign exchange, which may result in easing the
balance of payment problems. Through the introduction
of new production processes, FDI is expected to create
new jobs (David & Nigel, 2007). As an important part of
economic growth and development in the developing and
emerging countries, FDI is also expected to stimulate the
revenues in the host country through the additional cor-
porate revenues and personal income tax revenues. FDI
is considered by many as a significant source to stimulate
economic growth of a country. The spillover of technol-
ogy and knowledge from multinationals to the host coun-
try, are expected to improve the productivity of local
firms [48,49]. The aim of the technology and knowledge
transfer is to improve the economic condition of the host
country, which would result in increase in the GDP of the
country [50].

Global flow of FDI reached a record amount of $1306
billion in 2006 (United States Department of States, 2008).
The recent increase in FDI has been attributed to an in-
crease in cross-border mergers and acquisitions, the value,
which was about $1637 in 2008 [51]. Realizing that FDI
is a major source of employment, income growth, and
economic development; many developing countries in
Africa including Cameroon, attempted to improve their
business environments to attract foreign investors [52].
One means by which they have done so is enacting pol-
icy reforms that liberalize their foreign trade and invest-
ment regimes and privatize many state companies [53].
The pace of their reform has accelerated since the Asian
crisis in 1977 and the current global economic crisis that
began in the fall of 2007. However, many emerging
countries, especially African countries, have been unable
to attract increased FDI and several that has attracted
more FDI such as Cameroon, have not seen a commen-
surate increase in economic growth. Even after reform-
ing many economic policies necessary to attract more
FDI, Cameroon has not experienced sustained economic
growth.

8. FDI Inflow into Africa

Many African countries including Cameroon see FDI as
important to their economic growth and development.
They understand that FDI will provide the much needed
capital for investment, provide aids to the local firms to
be more stable, productive and by adopting modern, and
efficient technology or by investing in human capital [54].
Moreover, majority of the fast growing countries depend
on capital from FDI to support the transformation of their
growing economy. Developing countries from Africa
including Cameroon need such investments to accelerate
their efforts in economic development [55].
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It is the hope and belief of the developing African
countries such as Cameroon that more inflow of FDI into
the region would improve the much needed higher stan-
dard of living through the creation of employment op-
portunities. Most African countries have instituted many
policies to attract more FDI. African leaders expect that
FDI would produce external help in the form of techno-
logical transfer and spillovers. The pursuit of responsible
macroeconomic policies combined with an accelerating
pace of liberalization, deregulation, and above all, priva-
tization were expected to attract FDI to Africa (Ajayi,
2008). Ajayi continued that despite many policy changes
such as deregulation, and privatization, the continent of
African has not benefited significantly from FDI to com-
mensurate to its policies in favor of FDI. However, there
is a positive trend towards a rise in FDI inflow in Africa
in recent years.

Other developing countries such as Nigeria, Angola
and South Africa, Congo Republic, and Equatorial Gui-
nea continue to attract more FDI, largely because of their
rich in natural resources. Lately, FDI has diversified into
other sectors such as manufacturing and services. Mauri-
tius is able to attract more FDI into the manufacturing
sector through its textile industry. Ajayi (2009) also
added that, in the last decade, Morocco has witnessed its
share of FDI increased greatly in the manufacturing and
service sectors. The sources of the FDI vary largely due
to the needs of foreign investors. According to (United
States Department of States, 2008), FDI from Germany
has been mostly in the manufacturing, British FDI in the
service and manufacturing, and the United States in the
exploration and service. [56] reported that recent surveys
of the multinationals indicate that tourism, and natural
resources industries have the greatest potentials to attract
more FDI into the region. In recent years, telecommuni-
cations has attracted more FDI in the region than ever.
This is mainly because of the privatization in the tele-
phone companies in many African countries such as Ni-
geria and Ghana, and the emergence of global system of
communication (GSM) in some African countries (Ajayi,
2008). Despite many policy changes, laws and other le-
gal instruments instituted in African countries including
Cameroon to attract more foreign investors, there is still
disproportionate economic growth from FDI in the re-
gion. Ajayi explained that one of the reasons for the Af-
rican predicament situation as follows:

Africa has not been able to attract enough foreign di-
rect investment to commensurate with the fact that the
rate of return to investment in Africa has not been found
to be higher than other developing countries. This is be-
cause investment in the continent is viewed as a high-risk
activity due partly to the negative perception of Africa:
perception of its political and economic activities and the
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poor infrastructure facilities in addition to the absence of
adequate legal framework for the enforcement of con-
tracts. Too often, potential investors shy away from Af-
rica because of the negative perception of the continent.
This outright condemnation of a whole continent con-
ceals the heterogeneity of the continent and the complex
diversity of economic performance and the existence of
investment opportunities in individual countries (p. 7).
However, there has been a surge in recent years in pri-
vate capital flows into developing African countries. Many
African countries such as Ghana and South Africa are
attracting FDI and experiencing economic growth. As a
result of their respective economic policy framework,
great business atmosphere is created by the policy mak-
ers. Countries such as Angola and Mozambique are be-
coming more attractive to FDI due to their mineral pro-
duction and good economic policies, which result in bet-
ter economic growth (UNCTAD, 2008). FDI inflow ex-
ceeded $1 billion in eight African countries, and rose in
33 countries in 2008 (United Department of States, 2009).
FDI increase is also noticed in the primary sector, oil, gas,
and mining in recent years. In addition, northern Africa
has experienced unprecedented surge in the manufactur-
ing sector. In 2007, many African countries incorporated
certain steps in their regulatory framework to attract
more FDI. The measure ensures steady inflows of FDI,
which have the most positive effects on their economic
growth. There are positive prospects for FDI into Africa
because of high commodity prices in the global market.
However, there is a problem of inadequate information
and knowledge in the business world about the much
improved governance and excellent business atmosphere
in many African countries. A number of studies have
been done on the determinants of FDI in Africa (Lemi &
Asefa, 2009). In a few cases, the determining factors to
attract FDI into Africa are different from other parts of
the world. Lemi & Asefa (2009) declared that determi-
nants that attract FDI in other countries may not be suc-
cessful in Africa. It is also found that the determinants of
FDI in Africa are mostly controversial and contradictory.

9. Deter minants of FDI

In recent years, economic and political policymakers in
developing African countries, especially in Cameroon,
have realized that FDI is the key to achieve economic
growth, and political stability. It is claimed that FDI can
create employment, increase technological development
in the host country and improve the economic condition
of the country in general. Cameroon, similar to other Af-
rican countries does not have enough resources to fund
major capital projects. According to (Buthe & Miller,
2008), the lack of adequate funds will cause Cameroon
not to accomplish the Millennium Development Goals

1B



Exploring Foreign Direct Investments in Developing African Countries: Their Effects on 25
the Economic Growth in Cameroon (2006-2011)

(MDGs) by 2015 dateline set by the United Nations. The
government of Cameroon has come to understand that
FDI is the ultimate means of acquiring capital for the
project. That is the reason why all the incentives and new
laws are enacted to attract FDI into the country.

Risk opposed investors favor an environment with less
uncertainty. Social, political and economic stabilities are
therefore critical in attracting foreign investment. Despite
its unlimited profitable potentials, Cameroon and other
African countries are faced with the problem of attracting
more foreign investors into the country. Wahid et al.
stated that the volume of FDI that flows into Africa is
relatively low as a share of the total global FDI flows,
and as a share of FDI flows into all developing countries.
African countries are generally viewed as politically un-
stable due to frequent religious and ethnic conflicts and
also random military interruption in political politics. [57]
argued that despite institutional and economic changes in
the African countries within the past decades, FDI flow
to this continent continues to be lower than other conti-
nents’. However, contrary to conventional wisdom, po-
litical rights and infrastructures were found to be less
important for FDI inflow to Africa. The level of corrup-
tion in the host country is one of the major determinants
of FDI inflow into a country, hence low economic growth
[57]. (Al-Sadig, 2009) reviewed an empirical study con-
ducted in East European transition economies with no
outward FDI before 1995. The study was to find out the
effects of corruption into those on FDI location decisions
and those on the FDI size. Al-Sadig found a linear and
negative relationship between host country corruption
and the likelihood of MNEs locating in that country. It
was found that, the relationship between host country
corruption and FDI is non-linear, with both low levels of
corruption in the home country reducing the probability
of the outward FDI flows. It was concluded that if FDI is
undertaken in a given host country, the volume of FDI is
not affected by host-country corruption.

Cameroon suffered a terrible violence in 2008 when
transportation workers went on strike. As reported by the
transportation workers’ strike for better benefits, eventu-
ally became a country-mass protest. The citizens ceased
the opportunity to protest against President Biya’s inten-
tion to amend the constitution to favor his longer term in
office. The unrest stalled major economic and political
activities including a major port in Duala for few days.
Some of the targets during the protest were on the gov-
ernment and some business establishments. Such a ran-
dom civil unrest discourages a lot of MNEs who under-
take FDI. Instability in microeconomic factors such as
excessive budget deficit, double digit inflation, frequent
currency crashes are also determinants of FDI inflow into
a country. MNEs are not particularly encouraged to in-
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vest in such countries where there is a high production
cost due to inflation. Foreign investors would be reluc-
tant to invest in any country where the value of its cur-
rency changes arbitrarily, and the market cannot support
the product of their products. Ajayi (2009) pointed out
that exchange rate is often cited as one of the determi-
nants of FDI. There is exchange rate risk involved in the
repatriation of profits and investors will prefer to invest
in countries with strong currencies. In addition, the ab-
sence of transparency in a country’s macroeconomic
policies, which inhibits specific government policies, is a
great concern to foreign investors. Frequent changes in
such policies without notice by many governments would
discourage FDI. In many developing countries, it is dif-
ficult to know a specific economic policies; such a situa-
tion makes it difficult for investors to formulate sound
investment strategies. [58] reported that African countries
with high inflation and other discouraging economic fac-
tors attract less inflow of FDI.

The openness to trade, including low bureaucratic bar-
riers, will be appealing to foreign investors. According to
the UNCTAD (2009), the government of Cameroon pro-
vides clear business laws in theory, but implementing the
laws prove to be changing. Under the 2002 Charter, the
government of Cameroon is simplifying its tax assess-
ment and collection to apply equally to all tax-payers.
The effort is to assure MNEs and the local investors that
the system is transparent; that would encourage investors
to operate in Cameroon. In an early stage of economic
development, a country’s main location advantage is
likely to be low labor costs rather than a large domestic
market. Infrastructure plays a great role in attracting for-
eign investment in a country. Access to good communi-
cation networks is of importance to most MNEs looking
for a great host country. China has been successful in
attracting FDI in part because it provides excellent infra-
structure to investors, particularly in its export processing
zones. The absence of excellent roads, dependable power
supplies and skilled labor discourage FDIs for high cost
reasons. Good road network including railroad would en-
courage many foreign investors into a country. Modern
infrastructure such as telecommunications and rail road
network would make it easier to transport finished goods
to the port of export. Ajayi (2009) summed it up that “the
more developed the road system in a country for example,
the easier the access to markets and the lower the trans-
portation costs, and thus, the greater the incentives to in-
vest in the country” (p. 92).

Geographical and perhaps historical and cultural prox-
imity to large and growing market is an important ad-
vantage for a less developed country like Cameroon in
attracting FDI. In order to keep transaction costs low,
firms should seek to decentralize the production chain.
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Many of the emerging countries such as Cameroon do
not have a large market to attract FDI. Regional enhan-
ced integration will be necessary to generate the size of
market needed to attract MNEs into the countries. More-
over, a creation of an active and functioning economic
community in the region will be a great idea for an area
that is marred with the credibility of economic policies
(Kumo, 2009). The formation of a regional grouping will
be a good tool for the resolution and prevention of regio-
nal conflicts in the emerging countries such as Cameroon.
The improvement of these amenities, will reduce cost of
provision of the facilities, increasing trade, hence encou-
rage and attract foreign investors for economic growth.

In the case of political variable, FDI are more attracted
to democratic countries than the autocratic [59]. Private
investors are more concentrated in democratic due to
conducive and supported business climate such as gov-
ernance and institution. Natural resources are also an-
other determinant of FDI inflow into a country. Countries
rich in natural resources such as South Africa and Nigeria
tend to attract more FDI than those with little or no natu-
ral resources. It does affirm the fact some developing
countries with more natural resources attract more FDI
and are more capital intensive. With Nigeria a lot of oil,
there are many foreign companies such Shell, Exxon Mo-
bil and other oil related foreign firms for the oil explora-
tion. There is also a close relationship between FDI and
manufacturing wages. As reported by Guerin & Man-
zocchi (2009), countries with above average wages tend
to attract more FDI and better economic growth. This
may be as a result foreign companies paying higher than
legal minimum wage, because of their higher capital ad-
vantage over the local firms.

In addition, FDIs are more attracted to countries with
liberal labor market regulations and rigidity in hiring and
hours of operations (Karim & Ahmad, 2009). Countries
with strict labor laws that prevent dismissal of workers;
firms would not have the motivation to hire new workers
[60]. Such laws will also discourage foreign investors
into the countries (UNCTAD, 2009). Karabay (2010) poin-
ted out that flexibility in labor market has positive effects
on the FDI inflow into a country.

10. Challenges and Trends of FDI

The current global economic and financial crises pose
great challenges to FDI. The section will address some of
these challenges; from home and host countries perspec-
tives that MNEs would anticipate. One of the most out-
standing challenges is human resources. Establishing a
well-trained and international production network is sig-
nificant facing MNEs. The challenge is even greater in
the emerging countries with less skilled labor. The emerg-
ing countries with needed skilled labor have advantage of
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attracting more new FDI. The success of MNEs would
more likely depend on their ability to build management
skills, understand and adapt to the international markets.
In addition, FDIs are faced with the challenge to adjust to
the management styles especially in the emerging coun-
tries with less time to develop the needed capacities and
skills [61]. Recently, emerging countries’ MNEs have un-
dertaken outward foreign direct investment (OFDI) [62].
These countries are less likely to have built up expertise
and capacity in integrating acquisitions and managing
foreign affiliates. Sometimes, the lack of management to
sacrifice their comfortable life-styles in their home coun-
try to work abroad, also threaten the success of the FDI.

Another challenge is the balancing of opportunities
and risks in the global markets. However, the dynamic
and unpredictable condition in the international market in
many instances will lead to a more global economic com-
petition (Sauvant, Maschet, & McAllister, 2009). In to-
day’s international market, high debts, along with unpre-
dictable commodity prices creates uncertain future for
foreign investors. The levels of political risk in the de-
veloped countries are quite different to those of the emer-
ging countries. Developing African countries find it very
difficult to attract foreign investors into the area because
of regular power struggles and coup de tats, hence poli-
tical instability. Countries such as Nigeria, Ethiopia, Zim-
babwe and Kenya with frequent political unrest cannot
adequately compete with China and Ghana in attracting
more FDI (Kumo, 2009). FDI regularly are faced with
some pressures from the stakeholders either on perform-
ance or in decision making situations. A major source of
pressure or problems to FDI is the host country. Accord-
ing to (Guerin & Manzocchi, 2009), a host country may
levy high taxes on MNEs, which may affect the share-
holders rate of returns. The host company’s employees
may form labor union and stage a strike against a foreign
firm. Such action would result to loss productivity, and
revenue to the firm. Guerin and Manzocchi (2009) con-
tinued that MNEs may face organized robbery or kidnap
of the expatriates for ransom. These and other undue re-
strictions would discourage or impede the progress of
FDI into Cameroon and other developing countries. In
the developing African countries, economic and political
instability, poor communication system and poor gov-
ernment policies pose major crisis for these countries to
effectively attract FDI (Kumo, 2009). Kumofurther re-
ported that:

At the end of 2007, political instability and conflicts
were limited to few countries, viz., Sudan, Somalia, Zim-
babwe and Ethiopia. In 2008, the disputed election in
Kenya that threatened to derail the country’s democratic
process, disputed elections in Nigeria, the coup de tat in
Mauritania, and in Guinea, disputed elections in Angola
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and Zambia all undermine the image of the continent and
its competiveness in attracting FDI (p. 3).

The OFDI from the emerging is faced with lack of
support from the home countries. There is little or no po-
licy framework to support the firms to compete effec-
tively in the global completive business arena. However,
the lack of government support is restricted by their lim-
ited resources, potential concern over the export of capi-
tal and jobs and scarce foreign reserves [63]. There is a
huge contrast in the lack of supportive framework in de-
veloping countries compared to the developed countries.
Developed countries have built long standing strong and
sustained policy framework complimentary to their eco-
nomic condition. Some of the policy framework includes
the followings: fiscal incentives, financial support, provi-
sion of information and technical support, investment in-
surance, and official development assistance programs
[64]. Although the emerging market MNEs may be will-
ing to adopt most policies from the developed countries,
their strong influence by their home government make it
rather impossible. China has successfully proved to be
one of the few emerging countries to address the chal-
lenges from home country policy. China has successfully
changed the country’s policy from OFDI restriction to
promotion. The increased protectionism, mostly from
emerging MNEs is making the acquisitions in developed
countries difficult. The control of the acquiring firm by
the home government may raise a great concern by the
host country (Karabay, 2010). The host country may feel
that the acquisition may be politically driven rather than
with commercial motives. Protectionism if left uncheck-
ed, could damage the integration and functioning of glo-
bal economy. The many advantages of FDI such as a
source by which the host countries acquire technological
assets and new management techniques should be of par-
ticular importance to the host country (Karabay, 2010).
Another challenge facing FDI is corporate social respon-
sibility. It is crucial and appropriates that FDI live up to
expectations to fulfill the basic expectation. The workers
to the firms and the citizens of the host country in general
expect foreign firms to provide descent work environ-
ment, respect for human dignity and avoid air and envi-
ronmental pollutions. The challenge of doing what is right
ahead of super normal profit is one of the huge chal-
lenges facing FDI. To some, host country regulatory cha-
racteristic in addition to certain features of investor’s cor-
porate governance post a new set of challenges for FDI
(Haglund, 2008).

A few years ago, FDI from the developing countries
was about 5% of the total global FDI (Sauvant, Maschek,
& McAllister, 2009). Sauvant, Maschek, & McAllister,
2009) continued that the Russians introduced the right to
private investment to spur up economic development in
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the region. The current world financial and economic
crises have caused a significant decrease in FDI even in
the developed countries. Karabay (2010) declared that,
FDI inflow “at a time of decreasing FDI flows and in-
creasing competition for these flows represent a signifi-
cant challenge for investment promotion agencies” (p.
22). In recent years, it has been increasingly difficult for
MNEs to embark on FDI due to the current unpredictable
global economic and financial situation. Foreign inves-
tors are faced with making tough investment decisions on
where and when to invest. Bridging the gap among the
corporate structure remains one of the challenges facing
MNEs from the emerging countries, seeking to invest in
the developed countries. The ability to negotiate, adapt to
the culture and the practices in the developed countries
are great potential challenges to the leaders of the MNEs.

Amin (2007) stated that this is a direct result to better
economic and political stability in many countries of the
world. In 2006, there was a record of $1306 FDI transac-
tions in the world; international mergers and acquisitions
(M & As) had the biggest increase in 2006 (Sauvant,
Maschek & McAllister, 2009). According to Sauvant,
Maschek & McAllister, almost all the regions of the world
experienced the growth of FDI inflows. They explained
that East and South Asia is experiencing increase of FDI.
The Caribbean and the Latin America are noticing a dou-
ble digit increase of FDI inflow into the area. African
continent also made a significant increase in attracting
FDI in 2006 according to. Sauvant, Maschek& McAI-
lister (2009) concluded that China, Hong Kong Singa-
pore was among the top racked countries that had FDI
increase in 2006.

There are continuous changes in the global environ-
ment for FDI. Changes such as competition among firms
from all over the world, has provided more opportunity
to the firms from the emerging countries to embark on
outward foreign direct investment (OFDI). There have
been significant upward trend for OFDI in recent years.
There have been rapid trends of OFDI in recent years.
The emerging market MNEs are steadily making pro-
gress in the OFDI [65]. The annual Fortune “Global 500”
ranks the top 500 MNEs across the world. In 2009, 86
companies in the list were from developing countries,
compared to 69 in 2007 and only 19 in 1990 (Amighini
et al., 2010). The internationalization process has pro-
vided a link to the inward FDI activity at home; which
the local firms have been able to establish global network
(Li, 2007). [66] emphasized the need for the emerging
countries MNEs to capitalize on the inward FDI joint
ventures; their participation in the global value network
chains and become more competitive in the global mar-
ket (UNIDO, 2006). UNIDO explained how many Asian
subcontractors in the field of information technology
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have prospered as contract manufacturers mostly in the
fields of information technology, and consumer electron-
ics. This is as a result of their learning and innovative ef-
forts; many of them are becoming the original brand ma-
nufactures in a pattern of development and globalization.

The OFDI flows from the emerging countries particu-
larly from the BRIC (Brazil, Russia, India and China)
economy (Sauvant, Maschek, & McAllister, 2009). Asia
has surpassed Latin America and the Caribbean to achieve
the dominance position for the MNEs engaged in OFDI
from the emerging countries.

The Chinese OFDI flows continue to be on the upward
trend, and reached US$96 billion; in 2008, global OFDI
more than doubled to US$51 billion (Sauvant, Maschek,
& McAllister, 2009). As a result of a strong demand for
oil and other natural resources, oil has become a formi-
dable source of investment in many oil rich African
countries such as Nigeria and Cameroon. Recent criti-
cism is that the rising number of the OFDI mostly firms
from the fast growing emerging countries of the Asian
Pacific region [67]. This makes it difficult to extend it to
many other emerging countries such as Cameroon the
world also reflect a better economic environment in the
presence of economic reforms and investment-oriented
policies. Global flow of FDI reached a record level of
$1306 billion in the 2006 (UNCTAD, 2009). The in-
crease in FDI could be attributed to more cross border
mergers, cross border mergers and acquisitions. The va-
lue of mergers and acquisitions amounted to $1637 bil-
lion, 21 percent higher than the previous record of 2006
(UNCTAD, 2009).

11. Resear ch M ethodology
Research Method

Cameroon and many developing countries are experienc-
ing the problem of economic growth (Njong, 2008; For-
gha, 2009). The increase in FDI inflow into Cameroon
has failed to generate more economic growth to meet the
expectation of the Cameroon leaders. The problem ad-
dressed in this qualitative case study was that the in-
creased inflow of FDI into Cameroon had failed to lead
to higher economic growth in the country (Njong, 2008).
The purpose of this qualitative case study was to explore
the reasons why the increase in FDI has failed to gener-
ate more economic growth in the country.

Important information was from the response to the
primary question that asked why increased FDI had
failed to generate higher economic growth in Cameroon.
To explore the reason why the increased inflow of FDI
into Cameroon has not led to a commensurate increase in
economic growth in the country, more investigation of
this question generated the understanding of the follow-
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ing additional questions:

Q1: How do the missions of foreign investors affect
the economic growth in developing countries such as Ca-
meroon according to investment managers in the energy,
health care, technology, and financial industries in the
United States?

Q2: How do foreign investments complement econo-
mic growth and development in Cameroon according to
investment managers in the energy, health care, technol-
ogy, and financial industries in the United States?

Q3: How do higher inflows of foreign investment af-
fect the economic growth, technological, and educational
development of Cameroon according to investment ma-
nagers in energy, health care, technology, and financial
industries in the United States?

Q4: What policies are foreign investors engaging in to
generate economic growth in a developing country such
as Cameroon according to investment managers in the
energy, health care, technology, and financial industries
in the United States?

The study participants, the appropriateness of the stu-
dy design, collection, analysis and the validity and the re-
liability concerns were addressed in this chapter. In addi-
tion, ethical assurances were presented in this section of
the dissertation. A single case study was applied in this
study because of the real value in studying an institution
in depth [68]. A single case study provided value for
studying one institution in detail. The one institution in
this study is Cameroon; other developing countries may
be considered in the future studies to generalize and ver-
ify findings [69].

12. Participants

A stratified sample of 20 investment managers was pur-
posefully selected for this study. Five participants came
from each subgroup of energy, financial institutions, health
care, and technology. Each participant had 20 years or
more experience in their respective areas and the knowl-
edge of the study region. The researcher had first pur-
posefully compiled the list of 100 MNEs located in the
United States from the U. S. business directory database.
In addition, the names of the investment managers from
these MNEs and their email addresses were compiled.
Out of this accessible population of 100 individuals lo-
cated in various states of United States, 30 were contac-
ted and their permission sought to participate in the study.
The researcher explained to these investment managers
the purpose and the significance of this study. Twenty of
the 30 managers, who were randomly selected, voluntar-
ily agreed to participate in the study. These participants
represented each of the subgroups of energy, health care,
financial institutions, and technology. Each of the sub-
groups was represented by five different companies, and

1B



Exploring Foreign Direct Investments in Developing African Countries: Their Effects on 29
the Economic Growth in Cameroon (2006-2011)

each with one participant.

The specific sample was from MNEs, which are doing
business in Cameroon. The participants were to have the
experience and knowledge in the region to provide vital
information about the issue of poor economic growth in
Cameroon. These experienced participants were commit-
ted to provide unbiased and accurate data necessary for
this study. The sample size was determined by the selec-
tion of sampling units from each of the employment or-
ganization. The purposeful sample ensured that the study
design included the right position distribution within the
business groups. A purposeful sampling was used to al-
low real concentration on participants and interview ques-
tions at the same time facilitating the case study [70]. Job
position and experience were some of the characteristics
considered on the stratified purposeful sampling.

13. Methodological Assumptions,
Limitations and Delimitations

The main assumption to the study was that the data that
were to be gathered and the subsequent findings from the
data were to be able to answer the research questions in
order to contribute to the understanding of the effects of
FDI on developing economies, especially in Cameroon.
A second assumption was that the participants were to be
capable of answering the interview questions, and were
to do so truthfully and accurately; hence the selection of
the investment managers from diverse MNEs and their
moderate global investments experience. A major meth-
odological assumption was that the findings were to be-
nefit other African developing and emerging countries,
hence assuring external study validity. Another limitation
was the possible inability of the participants to provide
unbiased answers to the questions, a major challenge in
qualitative research. Nevertheless, qualitative data analy-
sis is prone to bias than any other analytical methodolo-
gies; any potential bias was resolved during the data ana-
lysis. A major limitation is the lack of inclusion of repre-
sentatives of the Cameroon government in order to gain
understanding of their perspectives of FDI on economic
growth in Cameroon. Nonetheless, it is the multinationals
that need to express the reasons why their investments
are not yielding more in Cameroon. For that reason, it
was appropriate to interview the diverse MNEs rather than
the Cameroon policy makers.

14. Evaluation of Findings

The purpose of this qualitative case study was to under-
stand the reasons why increased FDI has not led to
higher economic growth in Cameroon. Cameroon leaders
believed that FDI was to be the major medium of tech-
nology transfer (Njong, 2008). This study was encour-
aged by the deteriorating economic growth in Cameroon
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despite increase of FDI inflow into the country (Forgha,
2009). The data for this research were from structured
telephone interviews with 20 investment managers in the
United States. The theoretical framework of the study
was based on the assumption that FDI generates econo-
mic growth in the developing countries such as Camer-
oon. The endogeneity growth theory was used to guide
the collection and analysis of the data.

The results of the data analysis from the telephone in-
terviews generated factors such as bribery and corruption;
economic and political factors, and bureaucracy as possi-
ble reasons for the slow economic growth in Cameroon
despite higher inflow of FDI into the country. The em-
pirical evidence gathered during this study did not sup-
port the assumption that FDI generate economic growth
in developing countries such as Cameroon. In addition,
because the study was conducted only on Cameroon, its
applicability is restricted to the degree to which expand-
ing into other developing countries by the investment ma-
nagers is conceptually accurate. It is widely supported by
many economic scholars that FDI generate economic
growth in the developing countries such as Cameroon
(Ahmed & Eden, 2009). The analysis and findings of the
study are hereby presented using the research questions
as the framework.

Research Question 1. A review of the literature indi-
cated that the poor economic growth in Cameroon de-
spite the high in increase of FDI in the country is a well
known problem. However, little studies are done to ad-
dress the issue. A previous related research found that
FDI’s main motive is not to provide employment oppor-
tunities and transfer of technology to developing coun-
tries such as Cameroon [70]. The technology, knowledge
transfer and employment opportunities are nothing but
the means for profitability and extract of the natural re-
sources to benefit giant foreign companies and their share-
holders and not for the benefit of the developing coun-
tries such as Cameroon (Eden, 2009). The transfer of
such technology and job creation is always insignificant
as the study indicated. Forgha (2009) declared that years
after independence, FDI was “perceived as an evil that
negatively influenced internal decision making, induced
loss of control over domestic policies, and imported ob-
solete technology” (p. 10). Many differences exist be-
tween this study and other previous studies. The purpose
of was to explore the best management practices for
corporate, academic and governmental transfer of sus-
tainable technologies to developing countries. This study
in contrast, intended to understand the reasons why in-
creased FDI has not led to higher economic growth in
Cameroon. In addition, this study only focused on one
developing country, Cameroon. [71] extended their stud-
ies to include many other developing countries in Asia
Africa and Latin America.
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In addition, the structured telephone interviews in this
study were about the reasons for the poor economic
growth in Cameroon. This stands in contrast to Rochon,
Niyogi, Quansah, Biehl, & Araya (2010) who relied on
predetermined questionnaires. As mentioned in the theo-
retical framework, more research is needed to find out if
the framework from is relevant to the reasons for the
poor economic growth in Cameroon despite the higher
inflow of FDI into the country. All the 20 investment
managers (100%) expressed concern over bureaucracy
and 95% reported bribery and corruption as possible fac-
tors for the poor economic growth in Cameroon. From
the initial study finding, there was the possibility of a re-
lationship between bribery and corruption and bureauc-
racy with the poor economic growth in Cameroon. The
result of such a relationship may be beneficial for Cam-
eroon and other developing countries to re-evaluate gov-
ernance as important factor for their economic growth.

Research Question 2. The explanation on how FDI
complement economic growth in Cameroon was ad-
dressed in Research Question 2. The endogeneity growth
theory posits that there is a positive relationship between
FDI and the economic growth in the host country (Fran-
cis, 2006). Previous studies such as Njong (2008) show-
ed no close relationship between FDI and economic growth
in Cameroon. In addition, there was no statistical match
found between poor communication systems in Camer-
oon to the effects of FDI on the economic growth in the
country. However, more than 90% of the participants
stated that their organizations provide financial and tech-
nical assistance to their affiliates in the country; while
getting tax breaks from the Cameroon government. The
reason for the poor economic growth was examined in.
The participants to this study were investment managers
from four subgroups of businesses in the United States. A
significant finding in this study showed that 85% of par-
ticipants revealed that labor was necessary for effective
operation in Cameroon. Educated and skilled workforce in
the country responded well to training and development.

Research Question 3. Research question 3 addressed
how higher inflows of foreign investment affect the eco-
nomic growth and development in Cameroon according
to investment managers in energy, health care, technol-
ogy, and financial industries in the United States. One
prior studyUttama and Peridy (2010) was consistent with
the views of the participants of this study that the higher
inflow of FDI in developing countries such as Cameroon
positively affects their economic growth. However (Amig-
hini, Rabellotti & Sanfilippo (2010) conducted a multi
case study which included many developing countries. In
contrast, this study adopted a single methodology, which
centered only on Cameroon. All the 20 participants
(100%) in this study reported that their presence in Cam-
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eroon have positively affected the employment situation
in the country.

In addition, 95% of this study participant indicated that
their affiliates have learned from the FDI the art of inter-
national marketing. According to these investment man-
agers, many of the affiliates are able to directly sell their
products in the global market. About 80% of the partici-
pants reported that the presence of FDI in Cameroon has
provided the Cameroonians many choices in products
and services. Findings of this study have mixed support,
which emphasized exploitation of the host country’s work-
force and extract the natural resources as means of ma-
ximizing their profit margin to satisfy the shareholders.
When asked about the reasons for the poor economic
growth in Cameroon, all the 20 participants unanimously
pointed to bribery and corruption and bureaucracy. This
was consistent with the report from Forgha (2009) on the
barriers to the economic growth in Sub-Saharan countries.
Forgha (2009) found that paid public servants receive
bribes to provide services to the public. It was also re-
ported that extensive bureaucracy in the government, it
takes longer time to issue permits for new business ven-
tures. These and other factors contributed to the poor eco-
nomic growth in the country.

Research Question 4. In research question 4, the par-
ticipants were asked what policies foreign investors are
engaging in to generate economic growth in a developing
country such as Cameroon. Based on the information co-
llected from the telephone interviews, the investment ma-
nagers engaged in assisting human capital development
in Cameroon. This is in agreement with OECD (2007)
that FDI are avenues to integrate the host country into the
global economy, mostly through financial flow from the
home country. The integration in international market
provided by FDI helped in the economic growth of the
host country as they open up to the world market (United
Nations Human Development Report (2008). Through
integration, local suppliers are able to export their prod-
ucts to other world markets; either through the FDI brand
or through their own brand. Other related interview re-
sults gathered showed that more than 80% of the partici-
pants asserted that political stability and market size are
the major determinant factors to invest in developing
countries such as Cameroon. In addition, all the 20 par-
ticipants (100%) perceived Cameroon to be one of the
most corrupt countries in the developing nations. How-
ever, only 60% of the participants viewed Cameroon as a
stable country.

15. Implications, Recommendations and
Conclusions

Cameroon is one of the economies with a great demand
for goods and services, which has attracted many fdi in
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2009, a higher fdi inflow of $337 million into Cameroon
generated an economic growth rate of —1.5% (CIA world-
book, 2010). The problem that was addressed in this qua-
litative case study was that the increased inflow of fdi
into Cameroon had failed to lead to higher economic
growth in the country. This had resulted in a low rate of
technological advancement, a high rate of unemployment,
and a poor standard of living (Njong, 2008).

The data for this study were analyzed through coding,
developing intuition and judgment, and developing themes
and construct. However, the researcher’s opinions, bias
and exaggerations were controlled. Significantly, com-
mon themes to the participants were noted and served as
nodes through the use of NVivo8 software [72].

16. Implications

The problem addressed in this qualitative case study was
that the increased inflow of FDI into Cameroon had
failed to lead to higher economic growth in the country.
The overwhelming conclusions show inconsistency with
the literature review and the belief that FDI generate
economic growth in the developing countries. In addition
the findings identified the possible reasons for the slow
economic growth. The findings revealed bureaucracy and
corruption as the possible challenges facing the economic
growth of Cameroon. Other factors of concern for the
slow economic growth were potential political instability
due to disunity within the President’s cabinet and party
(Forgha, 2009). Bureaucracy and widespread bribery
enabled inefficiency in the government to execute poli-
cies necessary for economic growth in the country. It is
important to note that FDI provides among others, train-
ing, creation of employment opportunities to the Camer-
oonians, and help to expose local vendors to international
market. However, corruption and bureaucracy stifle ef-
fective execution of sound economic policies. The tele-
phone interview data analysis enabled the emergence of
three core themes: a) eco-political; b) bureaucracy; and c)
corruption. Exploring these themes enabled the identifi-
cation of the reasons for the poor economic growth in
Cameroon despite the increase in FDI in the country.
According to the 20 research participants, eco-political
factors directly affect the economic growth in Cameroon.
Four research questions were addressed based on the evi-
dence from the telephone interviews. The main implica-
tions of this research finding infer that though FDI gen-
erate economic growth in developing countries; it may
not be possible in Cameroon because of widespread of bri-
bery and corruption, bureaucracy and eco-political issues
in the country.

17. Recommendations

From the research results, many recommendations are
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hereby offered. The first recommendation is that the go-
vernment of Cameroon should introduce or execute any
existing import duty relief Act. This Act should target
imported materials for use in the manufacturing and pro-
cessing of goods. The Act should reform import duty
taxes and be crafted to protect domestic producers and
promote manufacturing for export market. Good gov-
ernance and free enterprises of business should be en-
forced. The scope for future empirical study to determine
whether higher inflows of FDI into developing countries
achieve higher economic growth is provided in this study.
The second recommendation from this is that the Cam-
eroon leaders should focus on improving human capital,
financial market, and emphasize on export. The country
must improve its financial market by removing financial
restraints that hinder Cameroon firms from getting into
export market. There should be a greater financial liber-
alization to enable the local business access to funds to
meet their investment needs.

The third recommendation is that, for a country such
as Cameroon, which depends mostly on FDI for eco-
nomic growth, to ensure that their attention to FDI does
not overshadow domestic small businesses. Local small
businesses should be fully encouraged. Local businesses
have closer contacts to the consumers and would gener-
ate faster economic growth than the large foreign inves-
tors (Ajayi, 2008). Fourthly, the country should invest on
education, improve on the available infrastructure and
the incentives promised should be fully fulfilled. Invest-
ment on education would not only generate more skill
workforce, but would also increase the earnings of the
labor, hence increase in the purchasing power in the local
economy. In addition, Cameroon should recognize the
effects of eco-political factors on the economic growth in
the country. Eco-political factors include both political
and economic factors. It is hereby recommended that the
President instill stricter discipline on government offi-
cials. They should not live above the law, rather should
work to restore dignity and respect to the country. A cor-
ruption tribunal should be set to enforce corruption laws
and punish the culprits. More efforts should be engaged
to eliminate bribery and corruption which have plagued
the country for decades. Conflicts within the ruling party
should be addressed to enable a full focus to the coun-
try’s problems including the poor economic growth. A
review of the findings shows that as many developing
countries compete for more FDI with generous incentives,
it is hereby recommended to Cameroon to assess the ex-
tent of FDI spillovers before the award of such incentives
to the FDI.

Recommendation for Further Studies The findings for
this research may not be generalized to other developing
countries experiencing slow economic growth. The rea-
sons for the slow economic growth in other developing
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countries may be different due to different settings. The
first recommendation for future research is that the study
should explore multiple developing countries with slow
economic growth as against one country such as in this
study. A second recommendation is that a larger sample
of investment managers should be considered as partici-
pants from many developed countries. This would in-
crease the amount of information gathered and may af-
fect the findings.

The third recommendation for future research is mul-
tiple sources of data collection such as semi-structured
interviews, surveys and published and unpublished docu-
ments. This would enable a better understanding of the
reasons for the slow economic growth in Cameroon and
for triangulation of the data (Yin, 2009). The fourth rec-
ommendation for future studies is that quantitative re-
search method should be used to examine the reasons for
the slow economic growth in Cameroon. After qualitative
method yielded mixed result, quantitative method should
be considered for future research. Understanding the
reasons for the slow economic growth in Cameroon can
enable the country and other developing countries to look
for viable sources for economic growth in their countries.

18. Conclusions

This research produced a means for the exploration of
experiences and opinions of the research participants
about the reasons why higher inflow of FDI failed to
increase the economic growth in Cameroon. Presented in
this research were the implications, recommendations, and
conclusions that resulted from the research. The main
themes identified were: 1) eco-political; 2) bureaucracy;
and 3) corruption. Important implications were discov-
ered with the exploration of the themes. The implications
described the contributing factors that influence the poor
economic growth in Cameroon despite the higher inflow
of FDI. There was evidence of unanimity of views of
dysfunctional government due to internal fighting within
the President’s own party. The participants also expressed
consensus opinion on their frustration over widespread
and uncontrolled bribery and corruption in all facets of
the society, which affects the economic growth. This was
consistent with Njong (2008), which found corruption
and bribery as major contributions to the poor economic
growth in Cameroon. There were also differences of opi-
nion on their missions to investing in Cameroon. There
was also significant difference on the determining factors
for investing in developing countries such as Cameroon.
The differences of opinion may be explained by their
focus and the areas of the five participant groups.

The most important finding was on the participants’
frustration over widespread and uncontrolled bribery and
corruption in all facets of the society, which affects the
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economic growth. It was proposed that a joint committee
be formed to include the government officials and the
local business leaders to determine the main causes of the
poor economic growth in the country. Most of the par-
ticipants expressed that elimination of bribery, corruption
and bureaucracy would improve the business atmosphere
in Cameroon, hence improve its economy. In addition,
the research found eco-political factor influencing the
economic growth in Cameroon. Most of the research par-
ticipants pointed out dysfunctional government due to
in-house fighting within the President’s party over con-
trol of powers. On the economic aspects, the study ap-
peals to Cameroon leaders to focus on improving her hu-
man capital, financial market and emphasize on export.
In addition, it was found that most of the FDI in the
country are for the tertiary sector. It was recommended
that more exporting FDI are needed in the country to sti-
mulate economic growth (Ajayi, 2009). One of the rec-
ommendations was that the government of Cameroon
should introduce or execute any existing import duty re-
lief Act. This Act should target imported materials for use
in the manufacturing and processing of goods. The Act
should reform import duty taxes and be designed to pro-
tect domestic producers and promote manufacturing for
export market.

Further studies are necessary to explore why the in-
creased inflow of FDI into Cameroon had failed to lead
to higher economic growth in the country. Although there
are positive relationships between FDI and economic
growth in the developing countries such as Cameroon,
the findings in this study were inconclusive. The problem
of economic growth in Cameroon is a complex issue. It
would require more than one source (FDI) or approach to
solve. Whereas Forgha (2009) believed in the liberaliza-
tion of both economic and trade policies; Ajayi (2009)
stressed elimination of bureaucracy, corruption and en-
forcement of existing economic policies to stimulate eco-
nomic growth in Cameroon.
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