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Editorial

I welcome you to volume 24 of our journal. 
Included in this volume are nine sti-
mulating, exciting and challenging papers 
that speak to a number of issues that 
confront us all today. Our mission is to 
publish original research and provide a 
forum for critical conceptual and analy-
tical debate so as to extend the bounds of 
knowledge about how business and the 
public sector in Africa (and other parts of 
the world) work and to chart an improved 
path going forward. 

International and multidisciplinary as the 
journal is, the articles in this volume ana-
lyse and present findings in respect of 
small and medium scale enterprises, 
culture and change, marketing and finance 
issues in Nigeria and Ghana. 

Specific topics explored in this volume 
include:
1. Unravelling the Causes of Small and 

Medium-sized Enterprises' (SMEs') 
Failure in the Akure Metropolis and 

Adjoining Communities of Ondo 
State, Nigeria;

2. Culture and Change Management: A 
Case Study of GIMPA;

3. Potential Critical Success Factors 
Common to Banking Sector Projects 
in Ghana;

4. Bank Risk Control and Shareholder 
Value Creation: The case of Ghana;

5. Using the Theory of Planned 
Behaviour in Social Marketing Inter-
vention Programmes on HIV/AIDS;

6. Volatility Comparison of the GSE All-
Share Index Returns using Student t 
and Normal-GARCH models;

7. A Strategic Study of Organisational 
Commitment of Public Sector 
Healthcare Workforce: Evidence from 
Ghana;

8.  Mining Sector CSR And Stakeholder 
Management: A Comparative Deve-
loping Country Study.

Happy reading!

1 Editorial A.Q.Q. Aboagye

African Journal of Management Research (AJMR)
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Bank Risk Control and Shareholder 
Value Creation: The Case of Ghana

Lord Mensah 
University of Ghana Business School 
Legon, Accra Ghana

Francis A. Ayernor
University of Ghana Business School 
Legon, Accra Ghana

Godfred A. Bokpin
University of Ghana Business School 
Legon, Accra Ghana

Eric Ofosu-Hene
University of Ghana Business School 
Legon, Accra Ghana

       Abstract
This paper examines bank risk factors that determined 
shareholder value in the Ghanaian banking industry 
between the years 2007 and 2015. The system-
generalized method of moment is used to estimate 
a dynamic panel model, with shareholder value as a 
linear function of bank specific risk factors, industry 
specific and macroeconomic variables. Lags of 
risk factors were used as bank specific variables.

Surprisingly, the results indicate that shareholder 
value has a positive relationship with credit risk. 
Therefore, banks could mitigate this risk by 
increasing their loan portfolio, and making provisions 
to commensurate with expected losses in order to 
make their residual claimants (shareholders) happy. 
In addition, shareholder value is negatively impacted 
by capital risk, interest-rate risk and operational risk.

Keywords: shareholder value, credit risk, interest 
rate risk, capital risk, liquidity risk,EVA,
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Introduction

Banks, by the extension of their activities, 
are exposed to a myriad of risks which can 
threaten their survival. As a result, banks 
have been described as being in the busi-
ness of managing risk. Risk management 
comes with a cost which necessitates that 
banks exercise only those risk manage-
ment practices that increase shareholder 
value ( Fatemi & Luft, 2002; Fatemi & 
Fooladi, 2006). With increasing compe-
tition in the Ghanaian banking industry, 
globalization and influx of foreign banks, 
it is more important for banks in Ghana to 
take action towards the shareholder’s in-
terest since higher shareholder value crea-
tion may ease access to equity capital.

An increase in shareholder value also in-
creases the confidence of existing share-
holders (Arif & Afzal, 2012).The need for 
value creation for shareholders calls for 
banks to aim at increasing net operating 
profit after tax (NOPAT) and reducing 
cost. The difference between the NOPAT 
and the cost of capital is represented by 
the new and more reliable measure of 
shareholder value, Economic Value Added 
(EVA). Banks, being financial intermedi-
aries, are the centre of a country’s financial 
system, especially in countries where cap-
ital markets are underdeveloped (Zhang, 
Jiang, Quc &Wang, 2013). 

There is a huge body of literature on the 
determinants of bank performance which 
consider a wide range of bank-specific, in-
dustry specific and macroeconomic drivers 
of bank performance. This was prompted 
by the recent financial crisis with the in-
dication that there were corporate practice 
contradictions and weak financial risk 
management. If risk management is not 
active within the bank, shareholders could 

do well, if not better, to handle it them-
selves. 

If the core business of banks is to manage 
risk in order to increase shareholder value, 
then identifying which risk factors (e.g. 
credit risk, capital risk, market risk, in-
terest-rate risk, liquidity risk and opera-
tional risk) are most likely to create wealth 
for shareholders will lead to sustaining a 
sound and profitable banking industry. 
Though risk and its attendant effect on 
banking operations and survival have tak-
en centre stage in banking, especially after 
the 2007-2009 financial turmoil, there 
seems to be limited literature on the risk 
exposures of banks in Ghana. 

Furthermore , the established literature on 
factors that influence bank performance 
generally do not focus on shareholder val-
ue creation metrics as their performance 
indicators. In Ghana for instance, virtually 
all research on the performance of banks 
tend to focus on ROE or ROA. This study 
seeks to fill this gap by linking bank spe-
cific measures of risk to shareholder val-
ue, focusing on Shareholder Value Ratio 
(SVR) which is computed using EVA. 
Evidence of which risk-taking behavior 
of banks affects shareholder value would 
inform banks, regulators and other stake-
holders in Ghana as to which risk expo-
sures should be at the top of the priority 
list and how to manage such risk expo-
sures.

On the hind side, the paper also tests the 
theoretical and empirical reasoning of risk 
management as a lever for shareholder 
value maximization in a different environ-
ment where the banking sector dominates 
the financial system. Risk management 
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and shareholder value nexus has been con-
firmed on the European markets by Fior-
delisi and Molyneux (2010) between 1998 
and 2005. Different results have also been 
found in the literature on the risk manage-
ment and shareholder value relationship 
using data from different countries. 

However, in most of these countries, the 
financial market seem to dominate the fi-
nancial system. This research focuses on 
Ghana because, according to the Banking 
Survey report (2010) by Price waterhouse 
coopers (PWC), banks in Ghana are seri-
ously managing their exposure to risk that 
may come from the complexities of their 
business. But the question that comes to 
the researcher's mind is which risk should 
be prioritize by banks since placing too 
much emphasis on all the risk components 
of banks may come with higher cost. This 
research is poised to investigate the value 
created for shareholders as a result of the 
rigorous risk management practices being 
adopted by Ghanaian banks. 

We also undertake this research in Ghana 
because its banking sector dominates the 
financial system, and their survival and 
what they return to the shareholder is vi-
tal to the economy. We believe our results 
add to existing literature in this area be-
cause the research is conducted in an envi-
ronment where the banking sector domi-
nates  the financial system, unlike earlier 
papers, where in their environment, other 
components of the financial system are 
well pronounced. 

The organisation of the paper is as follows: 
Section II discusses the existing literature 
of risk factors that impact bank perfor-
mance. Section III describes the data and 
model specification while section IV pre-

sents the empirical results. Section V con-
cludes the paper.

Literature Review

The shareholder value maximization hy-
pothesis states that firms should engage in 
risk management activities only if it cre-
ates value for the firm and also its share-
holders. Banks have been described as be-
ing in the business of managing risk. Risk 
management generally encompasses the 
process of identifying risks to the bank, 
measuring exposures to those risks (where 
possible), ensuring that an effective capital 
planning and monitoring programme is in 
place.

Monitoring risk exposures and corre-
sponding capital needs an on-going ba-
sis, taking steps to control or mitigate 
risk exposures and reporting to senior 
management and the board on the bank’s 
risk exposures and capital positions (Ba-
sel Committee on Banking Supervision 
(BCBS), 2011). Resti & Sironi (2007, pp. 
xxii) indicate that “banks must be able 
to identify, measure, control and above 
all price all the risks taken aboard, more 
or less consciously, in and off its balance 
sheet”. Banks are exposed to several risks 
but the main risk factors stipulated in the 
Basel Accords are credit risk, capital risk, 
liquidity risk, market risk, interest rate 
risk and operational risk.

Credit risk is the most important risk that 
banks are exposed to because of their oper-
ations. Resti & Sironi (2007) define credit 
risk as the possibility that an unexpected 
change in counterparty’s creditworthiness 
may generate an unexpected change in 
market value. Credit risk comprise the fol-
lowing main risks; default risk, migration 
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risk, spread risk, recovery risk, pre-settle-
ment risk and substitution risk. Fatemi & 
Fooladi (2006) argue that the increasing 
variety in the types of counterparties and 
the ever-expanding variety in the forms 
of obligations have meant that credit risk 
management has jumped to the forefront 
of risk management activities carried out 
by firms in the financial services industry. 
Therefore, an increase in the value of the 
provision for loan losses relative to total 
loans is an indication that the bank’s as-
sets are becoming more difficult to collect 
(Tsorhe et al., 2011). 

Applying the probit model, Samad (2012) 
finds that three measures of credit risk, 
namely credit loss provision to net charge 
off, loan loss allowance to non-current 
loans and non-current loans to loans, pre-
dict 80.17 percent of US bank failure. 
Empirical literature is mixed on the effect 
of credit risk on the performance of banks. 
For instance, Berger & De Young (1997), 
Altunbas et al. (2000), Brissimis et al. 
(2008), Anthansoglou et al. (2008), Alp-
er & Anbar (2011), Nawaz et al. (2012), 
Zhang et al. (2013) find a negative rela-
tionship with bank performance. On the 
other hand, Fiordelisi & Molyneux (2010a) 
find a positive relationship between credit 
risk and bank performance. 

Liquidity risk has recently garnered at-
tention from researchers, regulators, and 
financial institutions after the 2007-2009 
financial turmoil (Arif & Anees, 2012). 
The difficulties experienced by some 
banks during this financial crisis have 
been attributed to lapses in liquidity risk 
management. A bank may lose the confi-
dence of its depositors if the bank is not 
able to meet its obligation of providing 
funds when demanded. During the finan-

cial crisis, inefficiency in the allocation of 
liquidity cost highlighted how inefficient 
banks were in managing their liquidity 
exposure. Focusing on European banks,  
Fiordelisi & Molyneux (2010a) and Ci-
pollini & Fiordelisi (2012), find a nega-
tive and significant relationship between 
liquidity risk and bank performance. On 
the other hand, Brissimis et al. (2008) 
posits that increased liquid assets seem 
to reduce bank performance, hence bank 
capital may have a strategic role in cases 
of liquidity shortages and increased credit 
risk.

Capital, which is the shareholders’ funds, 
plays a pivotal role in almost every aspect 
of banking. Capital needs to be appro-
priately allocated to various bank busi-
ness units to maximize its rate of return 
(Resti & Sironi, 2007). Highly capitalized 
banks are better able to withstand nega-
tive shocks. As a result, the introduction 
of the Basel III Accord by the BCBS af-
ter the financial crisis proposes new cap-
ital requirements for banks. The capital 
requirement and capital buffer requires 
banks to hold relatively higher amounts 
of capital than under Basel II. Empirical 
studies that have examined the impact of 
capital risk on bank performance include 
Altunbas et al. (2007), Brissimis et al. 
(2008), Fiordelisi et al. (2011) and Zhang 
et al. (2013).  Mester (1996), Altunbas et 
al. (2000), Brissimis et al. (2008) find a 
negative impact on performance. In con-
trast, Altunbas et al. (2007) find a positive 
relationship. 

Market risk is the risk that a financial in-
strument’s value will fluctuate as a result 
of changes in market price, regardless of 
whether these changes are caused by fac-
tors typical for individual instruments or 
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their issuer (counterparty), or by factors 
pertaining to all the instruments traded 
on the market (Milanova, 2010). Most of 
the aforementioned studies looked at the 
impact of risk factors on bank performance 
and considered just a few risk factors as 
bank-specific drivers of performance;  
Fiordelisi & Molyneux (2010a), however,  
included the  operational and market risk 
of both listed and unlisted banks.

Their results depict a negative relation-
ship between shareholder value ratio and 
market risk. Though interest rate risk and 
foreign exchange risk can be subsumed 
under market risk (Resti & Sironi, 2007), 
some studies deal with the effect market 
risk, interest rate risk and foreign ex-
change risk have on performance of listed 
banks (Sukcharoensin, 2013). Operational 
risk has also become an area of growing 
concern in banking. The increase in the 
sophistication and complexity of banking 
practices has raised both regulatory and 
industry awareness of the need for an ef-
fective operational risk management and 
measurement system (Moscadelli, 2004). 

The Basel II Accord defines operational 
risk as the risk of loss resulting from inad-
equate or failed internal processes, people 
and systems or from external events. This 
definition includes legal risk but excludes 
strategic and reputational risk (BCBS, 
2006). In their analysis of the implication 
of the Advanced Measurement Method 
measure of operational risk, Chapelle et al. 
(2008) find that an effective management 
of operational risk can save banks a sub-
stantial amount of money. de Fontnouvelle 
et al. (2003) confirms this by concluding 
that operational losses are an important 
source of risk for large, international ac-
tive banks, and that the capital charge for 

operational risk will often be greater than 
the charge for market risk. 

Despite the clear importance of risk on 
bank performance, there seem to be nos-
tudies that use SVR as a measure of perfor-
mance in Ghana. This paper, thus, seeks to 
contribute in closing these gaps.

Data and Methodology

This paper relies on data obtained from 
the Banking Supervisory Department 
and Research Department of the Bank 
of Ghana. Data spanning 2007 to 2015 
for each bank was obtained from their 
financial statements. Out of 26 licensed 
banks, 25 were included in the analysis as 
a result of limited data on a new entrant 
bank. Both listed and non-listed banks 
were considered. Monthly stock prices 
of 6 listed banks, monthly returns of the 
Ghana Stock Exchange All Share Index 
(GSE-ASI), and the 91-day Treasury Bill 
Rates were obtained from the Ghana Stock 
Exchange (GSE). Data on GDP per capita 
was obtained from the World Bank Da-
tabase. 

The relationship between bank risk ex-
posures and shareholder value was tested 
following the approach of Fiordelisi & 
Molyneux (2010a).The model stipulates 
a linear relationship between shareholder 
value measured as SVR and various bank 
idiosyncratic risk measures, macro-level 
risk measures and macroeconomic varia-
bles. Specifically, we estimated a panel re-
gression model below, where i represents 
the cross section of banks in Ghana, and 
takes on values. The subscript t denotes 
the time dimension? is the unobserved 
bank specific effect. 
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We lag the explanatory variables since risk 
factors may take time to influence share-
holder value. This is because some actions 
taken by banks to increase shareholder 
value may take time to pay off. For in-
stance, when the borrower of a loan which 
matures in a year’s time defaults, this af-
fects the NOPAT of the bank at the end 
of the year. Though this does not happen 
immediately, the effect of changes in mar-
ket risk such as a decline in exchange rates 
could immediately reduce the value of 

some of the bank’s assets. We included the 
lag of SVR to look at the effect of past per-
formance in terms of shareholder value on 
subsequent year’s performance. As stated 
by Fiordelisi & Molyneux (2010a), a rel-
atively large number of lags are required 
to determine how quickly banks' actions 
pay off. However, as a result of the limited 
sample size and the relatively short time 
span, we settled on just one lag. Moreo-
ver, the AIC and BIC results favour these 
lags. 

5

III. Data and Methodology 
This paper relies on data obtained from the Banking Supervisory Department and Research 
Department of the Bank of Ghana. Data spanning 2007 to 2015 for each bank was obtained 
from their financial statements. Out of 26 licensed banks, 25 were included in the analysis as 
a result of limited data on a new entrant bank. Both listed and non-listed banks were 
considered. Monthly stock prices of 6 listed banks, monthly returns of the Ghana Stock 
Exchange All Share Index (GSE-ASI), and the 91-day Treasury Bill Rates were obtained 
from the Ghana Stock Exchange (GSE). Data on GDP per capita was obtained from the 
World Bank Database.  

The relationship between bank risk exposures and shareholder value was tested following 
theapproachof Fiordelisi &Molyneux (2010a).The model stipulates a linear relationship 
between shareholder value measured as SVR and various bank idiosyncraticrisk measures, 
macro-level risk measures and macroeconomic variables. Specifically, we estimated apanel 
regression model below, where i represents the cross section of banks in Ghana, and takes on 
values 1, , 25i L . The subscript tdenotes the time dimension ( 2007, , 2015)t L . i  is the 
unobserved bank specific effect.  

We lag the explanatory variables since risk factors may take time to influence shareholder 
value.This is because some actions taken by banks to increase shareholder value may take 
time to pay off. For instance, when the borrower of a loan which matures in a year’s time 
defaults, this affects the NOPAT of the bank at the end of the year. Though this does not 
happen immediately, the effect of changes in market risk such as a decline in exchange rates 
could immediately reduce the value of some of the bank’s assets. We included the lag of SVR 
to look at the effect of past performance in terms of shareholder value on subsequent year’s 
performance.As stated by Fiordelisi & Molyneux (2010a) a relatively large number of lags 
are required to determine how quickly bank’s actions payoff.However, as a result of the 
limited sample size and the relatively short time span, we settled on just one lag. Moreover, 
the AIC and BIC results favour this lags.  

  

 .…(1) 

In the modelabove, Credit Risk (CRED) is measured as the ratio of annual loan loss provision 
to total loans of the bank. Capital Risk (CAP)is the ratio of total equity to total assets. 
Liquidity Risk (LIQ)is calculated as the ratio of total loans to total deposits. Market Risk 
(MARK) is calculated as the ratio ofthe total amount of security investments and total 
assets.Interest-Rate Risk (INT)is calculated using the gap ratio, which is given by the ratio of 
interest rate sensitive assets to interest rate sensitive liabilities. The capital charge 
requirement under Basel II was used to represent Operational Risk (OP). Gross Domestic 
Product per capita (GDPP) and bank concentration represented by Herfindahl-Hirschman 
Index (HHI)was addedas control variables sincethe macroenvironment in which the bank is 
operating may have effect on shareholder value. The GDPP data was obtained from the 
World Bank’s World Development indicators database.HHIwas calculated focusing onbank 
deposits. Finally, we introduce dummy variables in the model;LB to capture whether a bank 
is listed on the GSE or not,FB representsan indigenous or foreign bank, and FCrepresents 
financial crisis or post-financial crisis.  
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Table 1: Descriptive Statistics of Variables used in the Analysis over the period 2007-2015 
Variable Obs Mean Std. Dev. Min Max

SVRi,t 167 0.281979 0.307795 0.56894 1.872704

CREDi,t�1 142 0.025614 0.024151 0 0.113858

CAPi,t�1 142 0.164694 0.137124 0.030405 0.870443

LIQi,t�1 142 0.760097 0.356851 0.056506 2.071362

MARKi,t� 167 0.243334 0.134341 0 0.770332

INTi,t� 167 1.30881 0.7093 0.432418 7.283841

ln(OPi,t�1) 142 15.41953 1.260294 11.60084 17.77238

HHIt 9 739.352 93.27159 651.4492 925.3105

GDPPt� 9 784.8436 761.66 10.83452 4667.551

IV Empirical Results 
 
Table 1 displays the descriptive statistics of the variables used in the analysis. On average, 
banks in Ghana created value and profit for shareholders in the period of our sample as the 
mean shareholder value ratio is considerably positive. The shareholder value ratio ranges 
between -0.56 percent and 1.87percent. Turning to the risk taking variables, the financing 
ratio which serves as a proxy for liquidity risk indicates that on average, loans amount to 76 
percent of total deposits. On average, approximately 2.6 percent of total loans are made 
available for loan loss provision (proxy for credit risk).The minimum credit risk is zero, 
which means there was a period where banks were not making provisions for bad 
debts;possibly these were new entrant banks. FB is a dummy variable which represents bank 
ownership with 0 being an indigenous bank and 1 representing a foreign bank. As well, LB is 
a dummy variable with 0 representing a listed bank while 1 represents a non-listed bank 
whereas for FC, 0 represents post financial crisis and 1 represent thefinancial crisis period 
(2007-2008).HHI represents bank concentration. 

 

Variable SVRi,t CREDt�1 CAPt�1 LIQt�1 MARKi ,t INTi ,t Ln(OPt�1 )

SVRi ,t 1

CREDt�1 0.0951 1

CAPt�1 0.2973*** 0.0321 1

LIQt�1 0.1077 0.0555 0.0191 1

MARKi ,t 0.0764 0.2219*** 0.387*** 0.3245*** 1

INTi ,t 0.1281* 0.1493* 0.3627*** 0.0636 0.4239*** 1

ln(OPi ,t�1 ) 0.1583* 0.0125 0.5255*** 0.0518 0.0537 0.0467 1
The symbols *, **, *** represent significance at 10%, 5%, and 1% respectively.

Table�2:�Bivariate�Correlation�of�the�Bank�Specific�Variables�in�the�Model

In the model above, Credit Risk (CRED) 
is measured as the ratio of annual loan loss 
provision to total loans of the bank. Cap-
ital Risk (CAP)is the ratio of total equity 
to total assets. Liquidity Risk (LIQ)is cal-
culated as the ratio of total loans to total 
deposits. Market Risk (MARK) is calcu-
lated as the ratio of the total amount of 
security investments and total assets. In-
terest-Rate Risk (INT)is calculated using 
the gap ratio, which is given by the ratio 
of interest rate sensitive assets to interest 
rate sensitive liabilities. The capital charge 
requirement under Basel II was used to 
represent Operational Risk (OP). Gross 
Domestic Product per capita (GDPP) 
and bank concentration represented by 
Herfindahl-Hirschman Index (HHI)was 
added as control variables since the macro 
environment in which the bank is oper-
ating may have an effect on shareholder 
value. The GDPP data was obtained from 
the World Bank’s World Development 
indicators database. HHI was calculated 
focusing on bank deposits. Finally, we in-
troduce dummy variables in the model; 

LB to capture whether a bank is listed on 
the GSE or not, FB represents an indige-
nous or foreign bank, and FC represents 
financial crisis or post-financial crisis. 

The dependent variable, bank sharehold-
er value ratio (SVR), is calculated as the 
ratio of the difference between the bank’s 
NOPAT and the capital charge to the cap-
ital invested in the period t-1. Thus,

, , 1 ,
, 1

, 1 , 1

EVA i t i t i t
i t

i t i t

NOPAT k CoE
SVR

k k
−

−
− −

−
= =

itNOPAT  is the Net Operating Prof-
it After Tax adjusted to reflect training 
expenses and Operating Lease Expenses. 
Training expenses are expenses which aim 
to spawn future growth, hence they repre-
sent intangible investments and should be 
included in the bank’s income statement 
(Fiordelisi & Molyneux, 2008). Operat-
ing leases are disguised financial expenses 
since companies acquire a productive asset 
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and therefore, finance their future produc-
tion by paying periodic rent (i.e. operat-
ing leases expenses). In the same way, the 
operating expenses were added to NOPAT 
to correct the distortions of accounting 
operating profits? is previous year’s capi-
tal invested and finally the? is the cost of 
equity capital invested and is determined 
by using the capital asset pricing model 
(CAPM) as was done by Mensah & Frim-
pong (2013). 

We estimate the model in equation (1) 
above using the system Generalized Meth-
od of Moments (GMM). From a method-
ology viewpoint, models used in the lit-
erature to determine the drivers of bank 
performance are usually OLS, fixed effect 
and random effect models. The nature of 
the dataset requires the use of the system 
Generalized Method of Moments’ estima-
tor developed by Arellano & Bover (1995) 
and Blundell & Bond (1998). The reason 
for using the system GMM is that some 
of the explanatory variables in equation 
1are likely to be endogenous. To solve 
this problem, the system GMM uses the 
lagged levels of endogenous regressors in 
addition to the exogenous variables. This 

makes the endogenous variables predeter-
mined and therefore, not correlated with 
the error term. Second, time-invariant 
characteristics  may be correlated with the 
explanatory variables. To cope with this 
problem, the system GMM uses first dif-
ference to transform the equation. Third, 
the presence of lagged dependent variable 
creates the problem of autocorrelation. 
The system GMM corrects this by instru-
menting with the past levels of the first 
differenced lagged dependent variable. 
Finally, the panel dataset has a short time 
dimension (7 years) and relatively large 
bank dimension (25 banks). The effect of 
time-invariant characteristics of a panel 
data that has a large time dimension dies 
off with time. Consequently, the correla-
tion of the lagged dependent variable with 
the error term will be insignificant. The 
Arellano & Bover (1995) and Arellano & 
Bond (1991) estimator is designed to han-
dle small-time dimension and large obser-
vation panels. The diagnostic tests such 
as Arellano-Bond test for zero autocorre-
lation in the first difference of the error 
terms and Sargan test of over identifying 
restriction is conducted to ensure consist-
ency of the system GMM. 

Table 1: Descriptive Statistics of  Variables used in the Analysis over  the period 
2007-2015

Variable Obs Mean Std. Dev. Min Max
SVRi,t 167 0.281979 0.307795 -0.56894 1.872704
CREDi,t-1 142 0.025614 0.024151 0 0.113858
CAPi,t-1 142 0.164694 0.137124 0.030405 0.870443

LIQi,t-1 142 0.760097 0.356851 0.056506 2.071362

MARKi,t 167 0.243334 0.134341 0 0.770332
INTi,t 167 1.30881 0.7093 0.432418 7.283841
ln(OPi,t-1) 142 15.41953 1.260294 11.60084 17.77238
HHIt 9 739.352 93.27159 651.4492 925.3105
GDPPt 9 784.8436 761.66 10.83452 4667.551
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Empirical Results

Table 1 displays the descriptive statistics 
of the variables used in the analysis. On 
average, banks in Ghana created value and 
profit for shareholders in the period of 
our sample as the mean shareholder value 
ratio is considerably positive. The share-
holder value ratio ranges between -0.56 
percent and 1.87percent. Turning to the 
risk taking variables, the financing ratio 
which serves as a proxy for liquidity risk 
indicates that on average, loans amount to 
76 percent of total deposits. On average, 
approximately 2.6 percent of total loans 

are made available for loan loss provision 
(proxy for credit risk).The minimum cred-
it risk is zero, which means there was a 
period where banks were not making pro-
visions for bad debts;possibly these were 
new entrant banks. FB is a dummy var-
iable which represents bank ownership 
with 0 being an indigenous bank and 1 
representing a foreign bank. As well, LB 
is a dummy variable with 0 representing a 
listed bank while 1 represents a non-listed 
bank whereas for FC, 0 represents post fi-
nancial crisis and 1 represent thefinancial 
crisis period (2007-2008). HHI represents 
bank concentration.

5

III. Data and Methodology 
This paper relies on data obtained from the Banking Supervisory Department and Research 
Department of the Bank of Ghana. Data spanning 2007 to 2015 for each bank was obtained 
from their financial statements. Out of 26 licensed banks, 25 were included in the analysis as 
a result of limited data on a new entrant bank. Both listed and non-listed banks were 
considered. Monthly stock prices of 6 listed banks, monthly returns of the Ghana Stock 
Exchange All Share Index (GSE-ASI), and the 91-day Treasury Bill Rates were obtained 
from the Ghana Stock Exchange (GSE). Data on GDP per capita was obtained from the 
World Bank Database.  

The relationship between bank risk exposures and shareholder value was tested following 
theapproachof Fiordelisi &Molyneux (2010a).The model stipulates a linear relationship 
between shareholder value measured as SVR and various bank idiosyncraticrisk measures, 
macro-level risk measures and macroeconomic variables. Specifically, we estimated apanel 
regression model below, where i represents the cross section of banks in Ghana, and takes on 
values 1, , 25i L . The subscript tdenotes the time dimension ( 2007, , 2015)t L . i  is the 
unobserved bank specific effect.  

We lag the explanatory variables since risk factors may take time to influence shareholder 
value.This is because some actions taken by banks to increase shareholder value may take 
time to pay off. For instance, when the borrower of a loan which matures in a year’s time 
defaults, this affects the NOPAT of the bank at the end of the year. Though this does not 
happen immediately, the effect of changes in market risk such as a decline in exchange rates 
could immediately reduce the value of some of the bank’s assets. We included the lag of SVR 
to look at the effect of past performance in terms of shareholder value on subsequent year’s 
performance.As stated by Fiordelisi & Molyneux (2010a) a relatively large number of lags 
are required to determine how quickly bank’s actions payoff.However, as a result of the 
limited sample size and the relatively short time span, we settled on just one lag. Moreover, 
the AIC and BIC results favour this lags.  

  

 .…(1) 

In the modelabove, Credit Risk (CRED) is measured as the ratio of annual loan loss provision 
to total loans of the bank. Capital Risk (CAP)is the ratio of total equity to total assets. 
Liquidity Risk (LIQ)is calculated as the ratio of total loans to total deposits. Market Risk 
(MARK) is calculated as the ratio ofthe total amount of security investments and total 
assets.Interest-Rate Risk (INT)is calculated using the gap ratio, which is given by the ratio of 
interest rate sensitive assets to interest rate sensitive liabilities. The capital charge 
requirement under Basel II was used to represent Operational Risk (OP). Gross Domestic 
Product per capita (GDPP) and bank concentration represented by Herfindahl-Hirschman 
Index (HHI)was addedas control variables sincethe macroenvironment in which the bank is 
operating may have effect on shareholder value. The GDPP data was obtained from the 
World Bank’s World Development indicators database.HHIwas calculated focusing onbank 
deposits. Finally, we introduce dummy variables in the model;LB to capture whether a bank 
is listed on the GSE or not,FB representsan indigenous or foreign bank, and FCrepresents 
financial crisis or post-financial crisis.  
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ratio which serves as a proxy for liquidity risk indicates that on average, loans amount to 76 
percent of total deposits. On average, approximately 2.6 percent of total loans are made 
available for loan loss provision (proxy for credit risk).The minimum credit risk is zero, 
which means there was a period where banks were not making provisions for bad 
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ownership with 0 being an indigenous bank and 1 representing a foreign bank. As well, LB is 
a dummy variable with 0 representing a listed bank while 1 represents a non-listed bank 
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Variable SVRi,t CREDt�1 CAPt�1 LIQt�1 MARKi ,t INTi ,t Ln(OPt�1 )

SVRi ,t 1

CREDt�1 0.0951 1

CAPt�1 0.2973*** 0.0321 1

LIQt�1 0.1077 0.0555 0.0191 1

MARKi ,t 0.0764 0.2219*** 0.387*** 0.3245*** 1

INTi ,t 0.1281* 0.1493* 0.3627*** 0.0636 0.4239*** 1

ln(OPi ,t�1 ) 0.1583* 0.0125 0.5255*** 0.0518 0.0537 0.0467 1
The symbols *, **, *** represent significance at 10%, 5%, and 1% respectively.

Table�2:�Bivariate�Correlation�of�the�Bank�Specific�Variables�in�the�Model
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In Table 2 above, most of independent variables considered show statistical significance 
correlations with the shareholder value measure (SVR).Table 3 reports the empirical results 
obtained from the estimated model. It includes the coefficients and standard errors of the 
explanatory variables considered in the analysis. We find a positive relationship between 
credit risk and shareholder value ratio which is in contrast to the negative relationship 
established in the literature. However, this is consistent with results obtained by Fiordelisi & 
Molyneux (2010a) who also proxied credit risk by its lags. Studies that found a negative 
relationship looked at the immediate effect of credit risk on performance. 

We proxied credit risk by the ratio of loan loss provisions to total loans and used the first lag. 
The argument is that a bank would make huge provisions for bad loans if it expects to have a 
high level of defaults. A bank would therefore have a large portfolio of loans and borrowers 
so as to minimize the effect of defaults. Thus the bank is taking on high risk and expects to 
have higher income which in turn leads to higher shareholder value. This could explain the 
positive relationship between credit risk and shareholder value. Even if borrowers default, 
since the bank made provisions for these expected losses, the provisions are used to smooth 
profits and therefore minimize or completely remove the effect of credit risk on shareholders’ 
value. The positive relationship also means the prior credit risk provision of a bank will have 
a positive impact on shareholder value in the ensuing year.  

 

Table 3:  Relationship between Shareholder Value and its Determinants 

 

Variable Coef. Std. Err.

SVRi ,t�1 0.3207*** 0.0419
CREDt�1 3.9602*** 0.7379
CAPt�1 1.3512 **** 0.2479
INTi ,t 0.0879 **** 0.0383
Ln(OPt�1 ) 0.04526** 0.0199
LBi ,t 0.3559 0.3144
FBi ,t 0.4823** 0.1983
FCi ,t 0.1033 0.0829
HHIi ,t 0.0010* 0.0005
GDPPi ,t 0.0004*** 0.0001
Test p value
Sargan Test 0.3447
AB test AR(1) 0.0529
AB test AR(2) 0.6205
Wald 2 0
Doornik Hansen 0.5111
The symbols *,**,*** represent significance at 10%, 5%, and 1% respectively

Z

7.65
5.37

4.24

2.43
1.25
2.00

2.34
2.27
1.13

5.45

In Table 2 above, most of the independent 
variables considered show statistical sig-
nificance correlations with the shareholder 
value measure (SVR).Table 3 reports the 
empirical results obtained from the esti-
mated model. It includes the coefficients 
and standard errors of the explanatory 
variables considered in the analysis. We 
find a positive relationship between cred-
it risk and shareholder value ratio which 
is in contrast to the negative relationship 
established in the literature. However, 
this is consistent with results obtained by 

Fiordelisi & Molyneux (2010a) who also 
proxied credit risk by its lags. Studies that 
found a negative relationship looked at the 
immediate effect of credit risk on perfor-
mance.

We proxied credit risk by the ratio of 
loan loss provisions to total loans and 
used the first lag. The argument is that a 
bank would make huge provisions for bad 
loans if it expects to have a high level of 
defaults. A bank would therefore have a 
large portfolio of loans and borrowers so as 
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to minimize the effect of defaults. Thus,  
the bank is taking on high risk and ex-
pects to have higher income which in turn 
leads to higher shareholder value. This 
could explain the positive relationship be-
tween credit risk and shareholder value. 
Even if borrowers default, since the bank 
made provisions for these expected losses, 

the provisions are used to smooth profits 
and, therefore, minimize or completely 
remove the effect of credit risk on share-
holders’ value. The positive relationship 
also means the prior credit risk provision 
of a bank will have a positive impact on 
shareholder value in the ensuing year.

8
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At 1% significance level, capital risk 
at time t-1 has a negative influence on 
the value created for shareholders in the 
Ghanaian banking industry. This con-
forms to results found in the literature 

by Brissimis et al. (2008). The negative 
impact of capital risk on shareholder val-
ue indicates that banks with low capital 
risk fair better in terms of value created 
for shareholders. The higher the ratio of 
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equity to total asset of banks, the higher 
its exposure to capital risk, and this badly 
affects value created for the bank’s equity 
holders. A bank’s exposure to capital risk 
can be reduced by minimizing this ratio.

Surprisingly, the results from the Table 
indicate that liquidity risk at time t-1 
has an insignificant effect on sharehold-
er value. Since we used the first lag, it is 
possible that banks in Ghana are able to 
handle their liquidity risk exposures such 
that their impact is eliminated in the en-
suing year.

The results indicate a negative relationship 
between interest rate risk and sharehold-
er value ratio. This comes as no surprise, 
since a major concern in the Ghanaian 
banking industry is banks’ exposure to 
changes in interest rates. Managing these 
risks requires banks' efforts to reduce the 
amount of their interest bearing assets or 
increase their non-interest bearing assets 
or both. In contrast to previous studies 
(Sukcharoensin, 2013) that find a signifi-
cant relationship between bank sharehold-
er value and market risk, we find an insig-
nificant relationship. 

In the literature, operational risk has a 
negative impact on bank performance 
and reputation (e.g. Gillet et al., 2009). 
Our estimated model also indicates a 
significant negative relationship between 
the first lag of operational risk and 
shareholder value. Any operational risk 
exposures of Ghanaian banks reduce the 
value created for shareholders at least in 
the first year.

In addition, we find the first lag of share-
holder value ratio to be significant at one 
percent, which endorses the use of the sys-
tem generalized method of moments. This 

is in accordance with the findings of Anth-
asoglou et al. (2008). This positive  effect 
suggests that an increase in shareholder 
value in a particular year would positively 
influence the value created for sharehold-
ers in the subsequent year. The positive 
relationship also suggests that an increase 
in the value created for shareholders could 
lead to access to more funds, which leads 
to increase value created in the subsequent 
year.

Finally, with regards to the control vari-
ables used, FB, HHI and GDP per Cap-
ital have a significant positive impact on 
shareholder value in the Ghanaian banking 
industry. Results indicate that an increase 
in concentration of banks in the country 
causes an increase in shareholder value. 
Moreover, foreign banks tend to create 
relatively higher value for their sharehold-
ers than do indigenous banks. There was 
also no significant relationship between 
LB and shareholder value, which is in 
accordance with the finding of Fiordelisi 
& Molyneux (2010a). Whether a bank is 
listed or not does not have any influence 
on shareholder value. This is true in the 
sense that listed banks on the GSE seem  
to be dormant in terms of the returns they 
yield for shareholders. Moreover, returns 
on the GSE have been stable and the trade  
off between risk and return does not apply 
to the GSE. Though financial institutions 
have been encouraged to list on the Ex-
change, our findings show that doing so 
would not have any significant effect on 
value created for shareholders. FC has an 
insignificant effect on bank performance 
which confirms the assertion the financial 
crisis had no effect on the Ghanaian bank-
ing industry.
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In order to judge the adequacy of our mod-
el, we report the Sargan test of over iden-
tification restrictions in Table 3. The null 
hypothesis of the test is that over iden-
tifying restrictions are valid. This tests 
whether the instrumental variables are not 
correlated with the residuals. We fail to 
reject the null hypothesis since the p-value 
is 0.2595 and conclude that the over iden-
tifying restrictions are valid. Failure to re-
ject the null hypothesis of the Sargan test 
supports the use of the system GMM esti-
mator. Similarly, we test for zero autocor-
relation in the first-differenced errors. The 
GMM assumption is that the first differ-
ence errors should not be serially correlat-
ed. The hypothesis of the Arellano-Bond 
test for zero autocorrelation is that the 
differenced errors term is not first order 
or second order serially correlated. Again, 
we fail to reject the null hypothesis of no 
first order and second order, which sup-
ports the model specification. The Wald 
χ2 has a p-value of 0.000 which indicates 
the model’s goodness of fit.

We also performed the Doornik-Hansen 
test for multivariate normality. We fail to 
reject the null hypothesis of multivariate 
normality of the data and conclude that 
the residuals are normally distributed.

Conclusion and Recommendation

This study investigates the relationship 
between shareholder value and risk fac-
tors of 25 listed and non-listed Ghana-
ian banks using data spanning the period 
2007 to 2015. The GMM dynamic panel 
model was used to determine the drivers 
of shareholder value measured by Share-
holder Value Ratio. As expected, most of 
the risk factors considered were found to 
be statistically significant drivers of share-

holder value and results are consistent 
with the literature. 

Results show a positive relationship be-
tween credit risk and shareholder value. 
This is quite novel because literature has 
it that the relationship between credit 
risk and performance is negative. An ex-
planation to this result is that Ghanaian 
banks have a large portfolio of loans and 
profits—and for that matter, shareholder 
value—is enhanced to compensate for the 
higher level of risk taken in giving cred-
it. A further explanation could be that 
Ghanaian banks make provisions that are 
commensurate with possible loan losses 
hence, in the event of default, loan loss 
provisions are used to smoothen profits. 

We also find a negative relationship be-
tween capital risk and shareholder value. 
The equity to asset ratio (capital risk) de-
clined over the period considered in this 
analysis, supporting the conventional 
risk-return hypothesis that lower capital 
risk exposure has the tendency to increase 
shareholder value. Highly capitalised 
Ghanaian banks must make use of surplus 
capital to create value for their sharehold-
ers. Consequently, increasing shareholder 
value will ultimately build investor con-
fidence and attract prospective investors. 
Thirdly, we find that liquidity risk has a 
negative but an insignificant impact on 
shareholder value. Since we used the first 
lag of liquidity risk, it is possible that 
banks in Ghana are able to handle their li-
quidity risk exposures such that its impact 
is eliminated in the ensuing year. 

In addition, we find that operational risk 
has a negative effect on shareholder val-
ue. That is, operational risk exposures of 
Ghanaian banks reduce the value created 
for shareholders at least in the first year. 
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Nonetheless, over the period considered, 
there has not been any major report or an-
nouncement of operational failure in the 
banking industry. This could mean that 
the capital charge requirement stipulated 
in the Basel II Accord is possibly good at 
mitigating the operational risk exposure 
of banks. Similarly, interest risk has, at 
5% significant level, a negative impact on 
shareholder value of Ghanaian banks.

We recommend that banks should concen-
trate on bank specific risk rather than the 
macro risk in order to increase shareholder 
value in the Ghanaian banking industry. 
Specifically, the analysis reveals that cred-

it, capital, interest rate and operational 
risks have an impact on shareholder val-
ue in the subsequent year and should be 
at the top of Ghanaian banks’ risk-man-
agement priority list. We postulate that 
to increase shareholder value, banks in 
Ghana can accept the risk by approving 
more loans while making provisions that 
are commensurate with credit risk. Banks 
in Ghana can increase shareholder value 
by reducing the ratio of equity to total as-
sets (capital risk). It is recommended that 
banks focus on reducing interest sensitive 
liabilities so as to absorb the impact of in-
terest rate risk on shareholder value.
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Culture and Change Management: A 
Case Study of GIMPA

Abstract
This paper looks at organisational change by 
examining the restructuring of the Ghana Institute 
of Management and Public Administration (GIMPA), 
which was formerly a publicly-funded institution.  In 
1999 GIMPA, the sole public administration training 
institution in Ghana, was diagnosed as being 
unsuccessful in carrying out its mandate to build 
and develop vital human resources for national 
development and, therefore, faced closure. This 
paper examines the extent to which the employment 
of Ghanaian cultural values contributed to the 
change process. It explores change and leadership 
issues and indicates that the African believes in 
change and uses various forms of indigenous 
knowledge that support the concept of change to 
bring about change. It argues that the necessity 
for consideration of traditions of local cultures in 
change management is crucial, particularly where 
foreign management approaches are practiced in 
those places.
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Introduction

During the past 20 years many African 
countries, including Ghana, have experi-
enced Public Sector Reforms (PSR) with 
support from donor institutions such as 
the World Bank and the International 
Monetary Fund (IMF). In recent years, 
the external environment has changed. 
The support is not easily forthcoming 
and therefore, the need for reforms has 
become critical. For public educational 
institutions in Ghana, the main pressures 
for change are driven by the government 
diverting public investment from high-
er education to primary education, and 
competitive pressure from the private uni-
versities (Manuh, Gariba & Budu, 2007). 
These forces demand that institutions 
move away from the former ways of doing 
things to new strategies for their survival.1 

The Ghana Institute of Management and 
Public Administration (GIMPA), which 
is the focus of this paper was established 
in 1961 by Executive Instrument 117 un-
der Act 41 as a Management Development 
Institute (MDI). It was fully funded by the 
Ghana government, and its founding ob-
jective was mainly to train graduates from 
the universities and similar institutions 
for induction into Ghana’s public service. 
In other words, it was to prepare individ-
uals as employees and managers for the 
Public Administrative Systems. In 1999, 
GIMPA, the sole public administration 
training institution in Ghana, was diag-
nosed as being unsuccessful in carrying 
out its mandate to build and develop vital 

1 The material that informs much of this paper is based 
foremost on field interviews by Betty Nanor in 2010 of 
some GIMPA staff members and other stakeholders who 
participated in the restructure process of GIMPA, as well 
as subsequent interviews and also materials from other 
sources.

human resources for national development 
(Amoah, 1999). 

GIMPA restructuring, then, was part of 
the national PSR aimed at restructuring 
the public sectors to make them more 
effective in providing goods and services 
for the citizens. The PSR was implement-
ed through various development models, 
such as commercialization of agencies, 
partially funding agencies, closure of in-
stitutions, retrenchment of staff, pro-
gramme redesign and management, cost 
recovery, and new control processes of the 
public sector (Ayee, 2001; Antwi, Analoui  
& Nana-Agyekum, 2008; World Bank 
Report 2004).

This paper looks at organisational change 
by examining the success story of the re-
structuring of GIMPA. It looks at the ex-
tent to which the employment of Ghanaian 
cultural values contributed to the change 
process. Specifically, the paper explores 
change and leadership issues and indicates 
that the African believes in change and 
uses various forms of indigenous knowl-
edge that support the concept of change 
to bring about change. It argues that the 
necessity for consideration of traditions of 
local cultures in change management is 
crucial, particularly where foreign man-
agement approaches are practiced in those 
places.
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Organisational change

Organisational development, which may 
also take names such as ‘organisational 
change’, ‘change management’ or ‘inno-
vative monitoring’, is a context-based ap-
proach to organisational transformation. 
Barnett & Carroll (1995: 219) posit that, 
by definition, organisational change en-
tails ‘a transformation of an organisation 
between two points in time.’ It is a move-
ment of an organisation from ‘the existing 
plateau toward a desired future state in 
order to increase organisational efficiency 
and effectiveness’ (Pryor et al. 2008: 2; see 
also George & Jones 2002; Cummings & 
Worley, 2005). Again, it is a long-term 
effort to improve problem-solving and 
renewal processes of an organisation. It, 
therefore, involves particularly ‘a more 
effective and collaborative management 
of organisational culture of formal work 
teams with the assistance of a change 
agent, or catalyst…’ (French & Bell, 1999: 
25-26). 

Organisational development, thus, calls 
for an in-depth knowledge of the organ-
isation, innovation of goals, structures, 
actors, roles, technology, and new ways 
of interactions. It involves planning, co-
ordinating, controlling, monitoring and 
executing changes in the process of the 
change (Sarayreh, Khudair & Barakat, 
2013). As Tsoukas & Chia (2002: 567) ar-
gue, change therefore is ‘the reweaving of 
actors’ webs of beliefs and habits of action 
to accommodate new experiences obtained 
through interactions’. The new experienc-
es obtained by way of interactions may in 
turn cumulatively affect the environment 
of the organisation. The alteration that 
may occur in that manner may conse-
quently call for organisational change. In 

other words, there are driving forces that 
may trigger the necessity for change in an 
organisation. These may be threats that 
require responses or opportunities that are 
a motivation for adaptation of change.

Organisations are required to adapt 
change, and in some cases radical and total 
transformation, as they face the dynamic, 
changing environment (Pryor et al., 2008). 
And the dynamic, changing environment 
may be factors that arise due to internal 
causes (Boies & Prechel, 2002; Baker 
1990; Prechel & Boies 1998) or exter-
nal causes (Fligstein, 1985; DiMaggio & 
Powell, 1983). Thus change becomes nec-
essary for reasons that originate internally  
as well as externally to the organisation, 
and as Burnes (2004) argues, the change 
comes in all forms, sizes and shapes.  The 
link between environmental factors and 
organisational change needs examining 
for the simple reason that the stability of 
an organisation depends on the stability of 
its environments.

Organisational change may occur due 
to the characteristics of the organisation 
(Prechel,  (2000)). The characteristics may 
be the small size of the organisation or its 
financial instability, which may endanger 
its continued existence, or cause it to de-
pend on other organisations (Morris, 2007; 
Boies & Prechel, 2002; Baker, 1990). For 
example, in the U.S.A.'s banking indus-
try, banks with weak financial characteris-
tics are dependent on the federal govern-
ment (Morris, 2007). Such an organisation 
is likely to adapt change because of lack of 
autonomy arising from inherent poor fi-
nancial characteristics. Internal character-
istics or factors may cause an organisation 
to adapt to change. Similarly, external en-
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vironmental factors may cause change in 
an organisation. Pryor et al. (2008: 5) cite 
‘major economic and political changes, 
technological advances, rapid expansion 
in the global marketplace and altering 
demographic and social structures’ as the 
most widely-stated macro-environmental 
factors that may motivate organisations to 
change. (See also George & Jones, 2002).

But crucial to organisational change is 
also the important role of culture. Or-
ganisational change is culture sensitive; 
it includes a cultural change in the host 
organisation (Head, Sorenson, Preston, &  
Yaeger, 2005)—theories and technologies 
to be applied may include foreign ap-
proaches—as well as a consideration of the 
national culture in which the organisation 
subsists.  Aguirre, Post & Alpern (2013) 
and Schein (2009) echo this when they in-
dicate that cultural considerations are cru-
cial as culture is the bedrock of behavior 
in organisations.  ‘Culture is a pattern of 
shared tacit assumptions that was learned 
by a group as it solved its problems of ex-
ternal adaptation and internal integration 
that has worked well enough to be consid-
ered valid, and, therefore, to be taught to 
new members as the correct way to per-
ceive, think, and feel in relation to those 
problems’ (Schein, 2009: 27). It is a set 
of assumptions, beliefs, and values shared 
and expressed by members of a group 
through their behavior (Spencer-Oatey, 
2012). Therefore, initiating change de-
mands a clear understanding and inter-
pretation of values and norms of behav-
ior that are acceptable by the institution 
(Cummings & Worley,  2005). In other 
words, to understand or initiate change 
in an organisation, insightful knowledge 
about the foundational structures (which 
include the national culture) of the organ-

isation, its values, beliefs, and norms is 
fundamental (Kezar, 2001).

Hinds, Lei & Lyon (2011) have provid-
ed strong evidence that national cultural 
diversity in global work is intertwined 
with performance, organisational climate, 
social identity, work processes, and struc-
ture, and that global work is a complex 
landscape in which culture plays a central 
and important role. They argue, after re-
viewing 38 major journal review articles 
on global management, that time is over-
due for a more serious investigation of 
management and culture and for a more 
behavioral, contextual, and dynamic view 
of culture in studies of global work. Walsh 
and Ungson (1991) perceive the organisa-
tion as the sum of the participating indi-
viduals’ knowledge. A successful change 
management of an organisation calls for 
knowledge of its environmental and/or 
operational culture. It also calls for the 
involvement of an effective leadership and 
management team.

The personal involvement of senior man-
agement signals the level of commitment 
to change and also heightens the sense of 
urgency for change. It reinforces the ur-
gency for strong, personal leadership from 
the top that provides a clear overarching 
vision and focus (Graetz, 2000). If organ-
isational change is a process of taking an 
organisation on a journey from its current 
state to a desired future state, and deal-
ing with all problems that arise along the 
journey, then change is about leadership 
as well as management. ‘Leadership is set-
ting a vision and inspiring people to fol-
low and deliver on the activities needed to 
achieve that vision’ (Torkornoo, 2015). It 
is about showing the way—using personal 
power to win the hearts and minds of peo-
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ple to work together towards a common 
goal (Gill, 2003). To lead change effec-
tively means acknowledging that senior 
managers do not have all the answers, and, 
therefore, encouraging ‘integrated think-
ing and acting at all levels’ (Senge, 1990: 
7). Effective leadership entails identifying 
and promoting shared values. Shared val-
ues are a key feature of a strong organi-
sational culture (that includes beliefs, at-
titudes and patterns of habitual behavior) 
that supports a common purpose and en-
genders commitment to it. Shared values 
create a sense of belonging and may con-
tribute positively to competitive advan-
tage (Deetz et al.,  2000).

As indicated above, culture is crucial to 
organisational change. With specific refer-
ence to Africa, Antal & Easton (2009) and 
Nyong, Adesina, Elasha & Osama (2007) 
state that an understanding of the indige-
nous culture is important to organisation-
al change in Africa. The African continent 
is rich with indigenous knowledge, there-
fore, change concepts to be employed in 
organisations in Africa must be integrated 
with African indigenous knowledge—
values, norms, beliefs, and assumptions 
(James, 2004). It must integrate African 
cultural concepts, including its mode of 
communication.

Arthur (2001) and Kudajei (1996) point 
out that in Africa the medium for commu-
nication is oral, and is expressed through 
proverbs, storytelling, symbols/signs and 
songs2. Africans have used ‘both visual 

2 “Undoubtedly, oral communication and traditions have 
been important modes of social dialogue and transmitting 
history in African societies for a long time. Oral tradi-
tions include oral narratives (epics, legends, and explan-
atory tales), poetry (praise poetry, chants, and songs), and 
epigrams (proverbs, riddles, puns, and tongue twisters). 
Combined, they served to link the past and the present, 
construct collective world views and identity, educate 

and oral ‘picture words’ for a consider-
able period of time to express, transmit 
and store their thoughts, emotions and 
attitudes’ (Dzobo, 1992: 85). The knowl-
edge and use of a variety of proverbs, and 
local communication forms that are cul-
turally appropriate to the formulation of 
change dialogue to minimize individual 
and group apprehension of the change is 
critically necessary. The African believes 
in change and uses various forms of indig-
enous knowledge that supports the con-
cept of change to bring about change. The 
necessity for considerations of traditions 
of local cultures in change management 
cannot be overstated, particularly when 
foreign management approaches are prac-
ticed in those nations, and as local cultures 
can be indifferent to foreign management 
theories and techniques.

The concept of change in Ghana

As remarked above the African believes 
in change and applies various forms of in-
digenous knowledge to cause change. The 
Akans and the Ga-Adangmes of Ghana, 
for example, use terms for change such as 
dane and gyakei respectively, both of which 
mean renewal, transformation, adaptation, 
and decay (Kudadjei, 1996). Again, as Ar-
thur (2001), Kudajei (1996), and Dzobo,  
(1992) have variously argued, in Africa 
the medium for communication is oral 
and is expressed through proverbs, story-
telling, songs, names, and symbols such as  
artifacts and dance.

the youth, express political views, and provide enter-
tainment and aesthetic pleasure.”  Science Encyclopedia. 
(n.d.). Communication in Africa and its Influence - Oral-
ity And Performance.http://science.jrank.org/pages/8711/
Communication-in-Africa-its-Influence-Orality-Perfor-
mance.html#ixzz3lipm6Lg4, accessed September 14, 
2015. 
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These tools are used within the Afri-
can culture to communicate and manage 
change (James, 2004). For example, the 
Akan proverbs, anomaa si dua so ky1ree 
a, ɔgye boɔ, (if a bird perches on a tree for 
too long, it is asking for a stone), and nsuo  
kyɛre ahena mu a ɛbɔn (if water keeps 
long in the pot, it reeks) are indicative of 
the necessity for change.

The Ewe symbol; Kpodolanyui, ‘three 
heads joined together’ which ‘depicts the 
value of consultation and discussions in ar-
riving at mature decisions’ (Dzobo, 1992: 
92), the Krobo saying, yi kake yɛ  ad-
jrin, 'one head cannot consult', the Akan  
proverbs, tikor4 mu nni nyansa, 'wisdom 
resides not in one person', obakofo4 nsa 
nso nyame ani kata, 'the sky cannot be 
covered by one man’s hand', and the Ewe 
sayings, ati ɖeka metua x4 o, 'one stick 
does not build a house', ta ɖeka mede 
adahũ o, 'one head does not constitute a 
jury' point to the need for discussions in 
change process or decision-making. They 
reveal Ghanaians’ preference for team and 
participatory approaches to problem solv-
ing to bring about change, and, therefore, 
provisions are always made for individual 
consultation (Wiredu, 2000; Appiah, Ap-
piah, Duah & Agyeman, 2007). Thus, the 
traditional approach to change is based on 
system theory that applies the concept of 
integrated group problem solving. A tra-
ditional approach also includes individu-
al consultation, communication, control, 
trust, and motivation (Weisbord, 2004).

In other words, in Africa deliberations, di-
alogue, discussions, consensus, reconcilia-
tion are employed in decision-making and 
change processes (Wiredu, 2000). Em-
ploying indigenous values in institutional 
restructuring gives greater meaning to the 

people aiding in the process of reform. In 
the Ghanaian culture, knowledge and the 
internalization of proverbs are particularly 
beneficial, especially when used skilfully 
to deliver the right message at the right 
occasion (Appiah et al., 2007). Influential 
Ghanaian proverbs, names, storytelling, 
songs and symbols contribute greatly to 
traditional concepts of change.

Ghanaians understand the turbulent na-
ture of the environment and its effect on 
their livelihood. The forces may come 
from internal and external environments 
such as nature, community regulations, as 
well as demographic and technological sit-
uations. These forces require change in the 
community, and individuals are persuad-
ed to adapt to these changes. The Kasena 
name a person Zemteo (Today’s world), 
implying that contemporary times need to 
be seen as sui generis. It requires different 
approaches to operate. This is supported 
by their adage which says teo  ko mum-
viriko munviri (every community has its 
peculiar mode of making a snack from 
millet flour or when in Rome, do as the 
Romans do) (Awedoba, 2000). Similarly, 
a saying has it that, ‘if you visit the coun-
try of frogs and you find them squatting, 
you must squat too even though you may 
find it inconvenient', meaning you need 
to make some adjustment in a new situa-
tion of life (Dzobo, 1992: 96). The Akans 
say mmerɛ dane (time changes); mmerɛ 
dane a dane wo ho (when time changes 
adapt and develop); mm4fra bɛ nyini, (the 
young shall grow).

Again the Kasena give personal names such 
as Logo leiri (The times have changed), 
Diimjei (Yesterday is no more), both of 
which imply that the past is gone, and 
Feilatega (The modern world), which also 
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implies that change has come to roost and 
there is need to come to terms with this. 
An Akan proverb says odɛnkyɛm da nsuo 
mu nso 4home mframa, (the crocodile lives 
in water, yet breathes the air), indicating 
an ability to adapt to situations (Arthur, 
2001). Ghanaians use a system-wide ap-
proach to identify, analyze, and find solu-
tions to emerging pressures for change. 
They emphasize unity, cohesiveness, coop-
eration, intervention, and other collective 
concepts. For example, the Akans would 
say, yɛtoatoa mu sɛ nk4ns4 nk4ns4n, (we 
are united together like a chain); nkwa mu 
o, yɛ toa mu, owu o mu a yɛtoa mu, (in 
life or in death we are united); abusua mu 
nte da, (family ties are never broken); nk-
abomu ma yɛtumi gyina h4, mpaapaemu 
ma yɛhwease, (united we stand, divided 
we fall), the Kasena state zurigaluu mo tei 
dam (power belongs to the group whose 
members work together) and balei gare  
dedo (two are preferable to one lone ac-
tor). Interventions such as process collab-
oration, discussions, consensus building, 
consultation, and coalition formation are 
used in the African culture.

An inclusive management process as-
sures context-specific and flexible deci-
sion making, rather than imposed de-
cisions and regulations (Arthur, 2001; 
Ayee 2001). However, while Ghanaians 
emphasize communalism, there are occa-
sions when individuals or groups, depart-
ments or units, fight for their own inter-
ests, creating conflict (Arthur 2001). This 
is captured by the Ewe expression, minye 
amedeka abe ven4rvi sitso fodeka me (we 
are twins from the stomach) and the Akan, 
funtumfunafu dɛnkyɛm funafu, (Siamese 
twin crocodile with one stomach), which 

portray how individuals with a common 
goal negotiate for priority.

The African emphasizes critical thinking, 
and it is expressed in, for example, the  
Akan proverb, bese pa ne konini ahaban   
yɛ ase no 4banyansafo4, (the leaves of the 
white and red kola plants are similar, and 
it takes skill and experience to separate 
them), and the aborobɛ (pineapple) sym-
bol which ‘represents the value of delibera-
tion and careful thought, prerequisites for 
sound decisions…’ The aborobɛ symbol is 
derived from a proverb which says: ‘If you 
are in a hurry to eat a pineapple, you end 
up eating a green (i.e. unripe) one’ (Dzobo, 
1992: 93). The Ewe also say hahomets4a 
t4o (it takes planning and cooperation to 
properly and successfully wade through 
a large body of water). Change and prob-
lem solving demand critical and careful 
analysis of all alternatives before making 
a decision. The African believes in change 
and employs various forms of indigenous 
knowledge such as proverbs, learning, val-
ues, symbols, names, beliefs and practices 
of the society that support the concept of 
change to engender change. The process of 
`` the restructuring of GIMPA immensely 
benefited from the use of Ghanaian cultur-
al values and practices.

GIMPA restructuring and the 
Ghanaian cultural considerations

As indicated above, this case study un-
packs stories surrounding the GIMPA 
organisational change. The data for this 
paper were gathered mainly through in-
terviewing GIMPA staff members and 
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other stakeholders3 who participated in 
the restructure process, as well as data 
from other sources. Purposive sampling 
method was used in selecting interview-
ees. Semi-structured interviews were con-
ducted using an open-ended questionnaire 
to guide the interviews. Some exploratory 
questions that respondents were asked in-
cluded the following:

1. How did you hear about the restruc-
turing?

2. Were you asked to make any input?

3. Did the process follow the cultural 
way of consultation?

4. What did you find particularly 
Ghanaian in the whole process?

5. In your view, what Ghanaian knowl-
edge was used to reinforce the inter-
ventions?

Interview sessions were pre-arranged by 
telephone and by visiting selected indi-
viduals. Most interviews took place at the 
participants’ workstations and offices. In 
all 25 participants—a number which was 
a representative force of the entire restruc-
turing team—were interviewed. These in-
cluded GIMPA council members and sen-
ior, middle, and junior staff. Participants 
recollected their experiences during the 
restructuring, particularly around the five 
exploratory questions stated above. How-
ever, analysing the data collected, four pri-
mary elements surfaced that together cap-
ture the experiences of people interviewed 
and also illuminate the contribution of 
the Ghanaian culture to the process of the 
change. The four primary elements are 
involvement of stakeholders, communal 

3 The stakeholders in this study included GIMPA Council 
Members, Ghana Government, Pricewater-house, Deloitte 
and Touch, Social Security and National Insurance Trust 
(SSNIT) and GIMPA (senior, middle, and junior) staff.

values, communication, and factors that 
brought about the change.

Reasons for restructuring

Organisational change, as the literature 
shows, comes about for reasons that are 
internal and/or external to the organi-
sation. The change at GIMPA was both 
externally and internally driven. Exter-
nally, in 1999 the Government of Ghana 
planned a national restructuring pro-
gramme for government subvented agen-
cies for both budgetary and productivity 
implications. The main objective was to 
cut down on expenditure so that govern-
ment budget could balance. This was to be 
done through introducing some efficiency 
in the running of public institutions to 
improve their productivity, and for insti-
tutions that provided services that were 
purchased by others to shoulder their own 
responsibilities.

Some factors that interviewees mentioned 
as reasons for the change were that pub-
lic servants no longer found GIMPA 
programmes relevant to their needs, and 
moreover, government was not paying 
for the services rendered for training peo-
ple from the public service. GIMPA was, 
therefore, financially strapped. The data 
collected also suggested that GIMPA was 
facing much competition for its training 
and consultancy services from private 
consultants including Pricewaterhouse 
Coopers, Deloitte & Touch, as well as for-
mer employees of GIMPA who had either 
resigned or retired to run their own con-
sultancies. These activities were seriously 
strangling the core businesses—the train-
ing, especially the implant (customized) 
programmes—of GIMPA.
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In addition to the external forces, a num-
ber of people noted that internal fac-
tors which emanated from lack of funds, 
over-staffing, indiscipline, inadequate in-
frastructure, and poor performance were 
part of the reasons why the institute was 
not in the position to successfully meet 
its mandate and, therefore, had to restruc-
ture. One senior member said that GIM-
PA was not seen by the government as a 
viable entity because admissions into pro-
grammes were very low to the extent that 
those who were admitted were not enough 
to sustain the institute. The following are 
some of the reasons that a senior member 
gave for the change: poor salaries, fewer 
programmes, over-staffing, inadequate 
infrastructure and poor working environ-
ment, indiscipline, absenteeism and poor 
attitude to work by staff. One middle 
staff summed up the whole situation thus: 
‘GIMPA was on the verge of collapsing. It 
was time for change’.

Involvement of stakeholders

In Ghanaian tradition, the value of con-
sultation and discussion is emphasized 
when it comes to communal or group de-
cision-making especially at the highest 
level (Wiredu, 2000; Arthur, 2001). The 
rationale is to encourage democracy in de-
cision making, and the Akans articulate 
this with expressions such as 4baakofo4 
mmu  man, (one person does not rule a 
state), tikor4 nk4 agina, (one head does not 
go into counsel—wisdom does not reside 
in only one person’s head); dua kor4 gye 
mframa 4bu, (one tree cannot withstand a 
storm). Each person’s contribution,  there-
fore, matters to achieving both commu-
nity and individual goals. Based on this 
understanding, GIMPA Management 

made efforts to include its stakeholders in 
the restructuring process: individuals and 
GIMPA staff were made to believe that 
they had the ideas, information, capabil-
ities, energy, and experiences in terms of 
skills to drive the change process. Many of 
the staff interviewed pointed out that both 
internal and external stakeholders initially 
participated extensively and aggressive-
ly in the planning and implementation 
process. There was also extensive engage-
ment with senior management and exter-
nal consultants on proposed interventions. 
Some of the interventions, however, were 
seen by some interviewees to lack Ghana-
ian environmental and cultural considera-
tions. One senior staff explained the situa-
tion as: ‘I think Management had a master 
plan document they had to try and use at 
all cost to implement the whole thing. 
But proposals they were making did not 
go down well with people and, therefore, 
there were frictions here and there’. The 
leader’s comment on the proposals when 
interviewed was: ‘I made sure that the 
report was contextual and reflected what 
needed to be done and what I wanted to 
do.’

The information collected for this paper 
seems to indicate that, generally there 
was satisfaction among the staff with re-
gard to stakeholders’ participation. Many 
participants stated that they took part in 
interviews conducted by consultants to 
determine the best way to restructure the 
institute. Some senior staff said that they 
were part of the group which validated 
consultants Situational Analysis report on 
GIMPA and that members of the institute 
and other individuals were given space 
to make inputs into decisions that would 
promote innovative ideas to increase pro-
ductivity. They shared information on op-
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erational results,worked hard to remove 
bottle necks,and brainstormed to find 
solutions to problems. Some of the inputs 
were made at meetings, durbars, through 
suggestion boxes and through represent-
atives of centres/units, and within units 
or departments. The inputs are illustrated 
in some of the comments made by some 
stakeholders:‘I was a member of the op-
erational team, which was made up of 
all departmental heads, some senior staff 
and the leader. We had daily operation-
al meetings at 7:00am to 7:30am to give 
progress reports, discuss rising issues and 
give suggestions to improve performance’; 
‘We discussed and developed some new 
programmes—Executive Masters, under-
graduates, and accelerated programmes 
for the public sector’; ‘We were called for 
several meetings where ideas were shared 
especially on the way forward, looking at 
the new vision that the Institute was pro-
jecting and how we could get there’.

The leader’s vision and his determination 
to get all involved and to deliver became 
infectious as a senior staff member re-
marked, ‘I was determined to see the pro-
gramme succeed, so I had to work some-
times 12 hours or more a day. I must say 
I have never worked that hard in my life’.
Although people were tired, as one inter-
viewee stated, ‘they had to work round the 
clock. Everybody worked hard’. It was not 
only the members of GIMPA who were 
consulted on the process of the change 
Stakeholders outside the Institute were 
also brought into it. An interviewee re-
ported:

As part of my work plan, I decided 
that chief executives and people who 
had ideas about training programmes 
should be invited for a day’s discussion 

on the various things that we were go-
ing to do. We sent to them the pro-
posed modules with a notice stating 
that in October we would start a new 
course/programme, so they should 
take a look and let us meet and talk 
about it. So they came. I remember 
SSNIT came with copious notes on 
human resource....Many of them came 
to make input and when eventually 
the programs were advertised, they 
supported them. They sponsored peo-
ple to come. The Institute created 13 
new undergraduate programs for its 
Greenhill College division. This is a 
tuition-supported facility for mature 
working individuals.

On a personal level, a senior staff member 
expressed how he was given the opportu-
nity to make his contribution:   

As a member of the council, Manage-
ment board, and academic committee, 
I had the opportunity to give input 
on streamlining administrative and 
financial procedure, staff separation, 
address staff and client concerns, and 
develop new products with extensive 
contributions from external stake-
holders. It is rewarding when you 
witness that your input is positively 
affecting performance.

Commenting on involving staff in decision 
making during the process of the change, 
the leader said, ‘I engaged in extensive 
consultation, we joked and laughed. I 
walked to people’s offices and practiced 
open door policy’. He continued, ‘In terms 
of decision making and discussions, I am 
as open as anybody. I take advice from 
labourers, cleaners, from anybody who 
feels free to share their views with me, 
even if their views disagree with mine’.
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However, some participants reported of 
experiencing psychological withdrawal, 
especially at meetings, when the lead-
er found it difficult to manage different 
perceptions of a problem or different pro-
posed lines of action. There were others 
who felt that there were times when peo-
ple were not consulted—the leader some-
times took arbitrary decisions and some 
decisions were made at Management lev-
el which were withheld on purpose from 
some stakeholders.

A few participants also felt that the con-
sultative approach did not follow the cul-
tural procedures whereby the leader is the 
last person to speak (give a brief summary 
of what has been discussed) after everyone 
has spoken. The leader did not observe 
this tradition. Some interviewees indicat-
ed that an impression was created at GIM-
PA that organized associations in the in-
stitution were not recognized or consulted 
on staff issues.

Communal values

African cultures, as do the Ghanaian cul-
ture, embrace communal values to re-
inforce change (Hofstede, 2001). Com-
munal values in the culture guide the 
social interaction of the people towards a 
common goal (Igboin, 2011). As Mbiti’s 
(1969) popular expression of an African 
communal value has it, ‘I am because we 
are and, since we are, therefore I am’. In 
Africa, one’s interests are bound up with 
the interests of others in the community 
(Gyekye, 1987; Owoahene-Acheampong 
1998). An individual’s humanity is idylli-
cally expressed in the person’s relationship 
with others in the community and theirs 

in turn through recognition of the human-
ity of the individual. As Igboin (2011: 
99-100) rightly indicates, ‘Interperson-
al bonds go beyond biological affinity in 
expressing the values of communality; 
Africans share mutually; they care for one 
another, they are interdependent and they  
solidarise (see also Owoahene-Acheam-
pong, 1998). Africans give respect also to 
‘claims of individuality—individual initi-
ative and responsibility’ (Gyekye, 1996: 
51). An individual is seen as a social being 
that naturally has ‘individuality, personal 
will, and an identity that must be exer-
cised’ (Gyekye, 1996: 47). Both values of 
communality and individuality are recog-
nized in African cultures and are expected 
to be given right and proper consideration 
in one’s thought and action.

During the restructuring at GIMPA, par-
ticipants acknowledged the emphasis of 
communalism as a concept to rally support 
for the exercise. The leader was  seen to be 
looking at and building on the collective 
philosophy of communalism. A partici-
pant of the exercise observed: ‘I think using 
that communal society idea that what an 
individual does should be for the good of 
our community—and not thinking about 
oneself alone, was one of the best tramp 
cards the leader played’.  An interviewee 
stated: ‘We knew the challenge was big. 
But the idea of this is where I work and I 
am part of this workforce, and, therefore, 
I want to be part of the restructuring and 
to enjoy the benefits that would result. 
It made me work hard; it made me have 
some amount of patience, hope, and toler-
ance towards the exercise’. One senior staff 
member noted: ‘There was this communal 
spirit. When something happened to one 
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of us, people rallied together to support 
the person. Even if people would not show 
it out publicly, they supported the person 
privately. It helped with the change’.

As mentioned above, African cultures 
place emphasis on communality, however, 
they also recognize that the individual is 
real and has his/her own needs, interests 
and goals that they may want to pursue. 
Thus,the cultivation of individualistic 
tendencies by individuals as against com-
munal interest could possibly occur, and 
that could be attributed to cultural chang-
es.4 A statement by one senior staff mem-
ber who played a key role in the exercise  
points to this: ‘The exercise has taught me 
a lot of lessons about human beings, that, 
at the end of the day, whether it is an in-
stitution or a social group, people in it just 
tend to look at what will benefit them. So, 
those of us who go in looking at the col-
lective good end up being disappointed’.

The value and benefit of hard work is em-
phasized in African cultures. This idea 
was utilized in the change exercise. Par-
ticipants noted that they were encouraged 
to work hard for the well-being of the In-
stitution. They were encouraged as staff 
members to work in unity and cooperate 
with other co-workers and clients, and 
to show a readiness to assist one anoth-
er. Ghanaians believe in the maxim that 
states, nsateaa baako ntumi mma adeɛso (one 
finger cannot lift up a thing).

This symbolizes the functional interrelat-
edness of all fingers in accomplishing a 
job. This collaborative attitude was used, 
for example, to encourage internal and 

4  According to Gyekye (1996: 51), ‘cultural changes that 
are most likely to be occasioned by urbanization and the 
transformation of the pristine socio-economic situations 
can be expected to affect the balance between the two 
claims, perhaps tilting it more in favor of individualism.’

external key stakeholders, and interna-
tional scholars to design unique Master’s 
programmes—Executive Master’s in Busi-
ness Administration; Executive Master’s 
in Public Administration; and Executive 
Master’s in Governance and Leadership. A 
senior staff commented on this strategy:

We were coming up with programs. 
As a PR person how do you make sure 
that people see what you are doing? So 
in my work plan for the second quarter 
of 2000, I decided that the public had 
to know what was happening, and one 
of the things that we were seeking . . 
. was to have our Master’s and Execu-
tive Master’s programmes accredited. 
We brought in scholars from Europe, 
South Africa, Singapore, the Universi-
ty of Texas, Australia, and Malaysia . . 
. to help us design modules.

Though some internal experts were in-
volved in this and other exercises, some 
participants felt that a number of experi-
enced experts [from GIMPA] who could 
have positively contributed to these as-
signments were left out. As one participant 
commented, ‘... local capacity was utilized, 
but it was concentrated’. Along with em-
bracing a communal ideology, individuals 
were also seen as important change agents. 
Individuals were given responsibility and 
were expected to perform—they were held 
accountable for their activities. Individual 
talents and skills were further developed 
through educational and professional pro-
grammes.

Communication

Among the Akans, as mentioned above, 
consensus building in order to arrive at 
a decision during a deliberation is very 
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important. And this is often achieved 
through good communication. Selecting 
appropriate communication channels to 
inform people about change is, therefore,  
important. It builds trust and minimizes 
resistance. At GIMPA, many staff mem-
bers who were interviewed shared the 
view that the change was communicated 
through formal and informal communi-
cation channels. One very effective com-
munication strategy in the restructuring 
was the holding of a durbar, a traditional 
group gathering that considers important 
issues. In the Ghanaian tradition, a durbar 
emphasizes open expression of individual 
opinions alongside listening to what oth-
ers have to say, in a collegial environment.  
It facilitates direct communication to all 
members of a group and eliminates report-
ed/second hand transmission of informa-
tion. It breaks power distance. In other 
words, it does away with the top-bottom 
communication approach that is usually 
characteristic of corporate institutions. It 
legitimizes current action and address-
es any political, social conflict. Frequent 
durbar meetings were held at the initial 
stages to consult employees and solicit 
their views. The durbars brought all em-
ployees together to listen, assess, and ad-
dress thoughts about the benefits and con-
sequences of the change. A middle level 
staff narrates how the change was commu-
nicated to staff:

There was this durbar which was or-
ganized by the new leader when he 
took office. Even before that durbar, 
the news was all over the place in the 
media that the government of the Na-
tional Democratic Congress (NDC) 
was going to select some institutions, 
departments and ministries to be 
weaned from government subvention, 

and GIMPA would be one of those 
institutions. At the durbar, the leader 
announced to the staff what was going 
to happen—that he was going to try if 
GIMPA could become self-governing; 
that is we would work and pay our-
selves. Many of us were convinced, but 
some staff doubted, because they were 
wondering how that could be pos-
sible, what some of the implications 
might be, and how beneficial was it 
going to be for us.

A participant emphasized that there were 
a series of durbars; there were notices, and 
union leaders were also written to, so it 
was during the durbars that staff was in-
formed about the impending change. No-
tices on the notice board also informed 
staff about it and some official correspond-
ences were also sent to the unions. Another 
interviewee also mentioned hearing about 
the change through series of management 
meetings, notices, official circulars, a di-
agnostic study, the national media, infor-
mal conversation with the leader and oth-
er colleagues. Other staff members were 
consulted at management and individual 
levels. Some senior staff also said that they 
were aware of the change through their in-
volvement in the national exercise for the 
Public Sector Reform Programme.

A number of participants indicated that 
opportunity was given to them to express 
their opinion freely and to ask questions. 
A participant noted:

Every unit would communicate at 
the durbar, which made everything 
transparent. Whatever task confront-
ed you, you voiced it out, so that we 
would all help to find a solution to it. 
At least every two weeks a durbar was 
organized. The leader was very open 
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and frank at the initial stages and this 
had a great impact on the whole pro-
cess. He told us about all that was go-
ing on, and what his plans were, and 
what had been decided at the Opera-
tions Team (OT) meetings.

The durbars utilized the indigenous con-
cepts of respect, empowerment, and coop-
eration, while reducing people’s fears about 
the radical change. Torkornoo (2015) has 
pointed out that a leader is one who sets 
a vision and inspires people to follow and 
delivers on the activities needed to achieve 
that vision. A leader is thus a catalyst of 
change. An Ewe symbol, ‘The crowing 
rooster (cock)’ points to that. It is a sym-
bol of good leadership. The Ewe believe 
that ‘a good leader is a person who wakes 
up his followers to their responsibilities 
and privileges’ (Dzobo, 1992: 92).A coun-
cil member of the institute stated the de-
termination of the leader to carry out his 
vision and the course that he was carving:

You could see that the guy was deter-
mined, so you realized that he need-
ed all the support to get those things 
done, especially when something was 
new. If he didn’t get that support, 
the initiative would have failed... He 
looked very committed, very dedicat-
ed to the course... And even the staff, 
everybody, was excited about it. We 
were all anxious to see where we were 
going to and whether or not to go 
there.

Among Ghanaians, a leader is seen as 
good and knowledgeable if he/she uses 
the appropriate proverbs to motivate and 
convince his/her followers. The use of 
proverbs as a communicating tool facili-
tated the change. A junior staff member 
commented:

He boosted our morale with the nu-
merous proverbs he would use to de-
scribe the situations at hand. I believe 
it also gave us the urge to strive to the 
top. Some of the proverbs helped to 
release the built-up tension in the air 
as they made us laugh. He had a very 
affectionate way of mentioning your 
native name, for instance Kwaadee, 
Agya Koo, Agya Manu, just to make 
you feel at home and encourage you to 
work harder.

A number of interviewees, however, in-
dicated that the leader often used some 
Ghanaian expressions that were counter-
productive to the process. For example, a 
middle level staff member pointed out that 
the leader used some Ghanaian expressions 
at durbars, such as ehuru a ebedwo, literally 
meaning, ‘ when it boils it will cool’, ‘I 
will tie you like a knot’ when there was 
a contention. A junior staff had this to 
say:‘In fact, he used a lot of expressions to 
either put fear in us or to make us believe 
that what he had planned to do, he would 
definitely achieve it, and so we should 
prepare for it’. This sometimes, according 
to some staff, led to some arbitrary deci-
sions he made without consulting Council 
which created conflicts within it. Some 
Council members and staff perceived his 
leadership style as sometimes ‘very bossy’.
This tended to have a negative effect on 
staff and led to the resignation of some of 
them. On occasions when the leader in-
sisted to get something done in his own 
way, against all advice, a senior staff mem-
ber indicated:

We’d all acquiesce, and as Ghana-
ians will say, ‘okay, fine go ahead and 
do your thing. We will watch you’. 
That was what was happening; peo-
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ple didn’t want to challenge, they just 
allowed things to happen … so the 
man who was at the helm of affairs, 
just had his way. There were a lot of 
things that happened, unfortunately. 
But there was nobody to stop him, 
and it went on.

Generally, respondents felt that the com-
munication channels employed— sharing 
of information and soliciting opinions 
through frequent meetings with Manage-
ment, faculty, OT and the durbars—at 
the initial stages of the transition had a  
positive effect on staff and the process of 
the change. Some of the respondents made 
references to the fact that they had the op-
portunity to work as a team not only at 
their departmental or unit levels but with 
other departments and units throughout 
the institute. This encouraged building 
of personal and human resource relations  
and acquiring knowledge of the opera-
tions and activities of other units. It also 
encouraged cooperation, initiative taking  
and innovation. 

Appraising use of cultural 
approach 

The importance of consideration of cul-
ture in a process of change has been em-
phasized in this paper. In order to evaluate 
the application of the Ghanaian culture 
(systems of knowledge) in the change pro-
cess interviewees were asked to describe 
their experiences in relation to that. A 
number of interviewees described the ap-
proach of the restructuring as both Ghana-
ian and non-Ghanaian,and many of the 
descriptions related to leadership style. 
A staff member indicated that the use of 
the durbars, and communal meetings, as 

a means of consultation at the beginning 
of the change was culturally appropriate 
and institutionally beneficial. ‘The fact 
that every staff member, except one person 
that I know who opted not to be there, 
attended the durbars was indicative of 
the significance people attached to that 
cultural practice’. He explained further: 
‘When individuals do not attend a durbar, 
it means that the environment of the dur-
bar is threatening or unfavorable, or the 
issue to be discussed was not important. 
But this was not the case here at GIMPA’.

As mentioned above, the use of proverbs 
during the change was seen by interview-
ees as appropriate and useful: the morale  
of the staff was boosted and tensions were 
minimized. The Ghanaian way of induc-
ing people to one’s side by referring to 
them by their appellations or affectionate 
names as was done by the leader was also 
seen to have positively helped the process. 
The appellations and the proverbs person-
alized the problems for the change and en-
couraged the staff to relate to them.

There was, however, a number of things 
done by the leader that many of the staff 
at the Institute said were counter-cultur-
al. They felt that the leader broke some 
Ghanaian traditions. An interviewee ob-
served:

There was something about the lead-
er. He was too open, and he said 
everything he wanted to do without 
any inhibition. By doing that he was 
rendering himself too open for peo-
ple to know every act of his and that 
was not traditional. Traditionally, not 
everything intended to be done by the 
leader is communicated in the open; 
it is leaked quietly and diplomatically 
through some elders and some indi-
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viduals before a formal announcement 
is made. In that way the leader is not 
seen by the people as failing to take 
their interest at heart and also not giv-
ing what he/she plans to do a human 
face.

According to a senior staff:

Well actually, there were things that 
were non-Ghanaian. The way certain 
things were done is not the way in the 
cultural setting we do things. In the 
cultural setting, we operate by con-
sultation. However, in our culture the 
leader is the last person who makes an 
input during deliberations. So when 
you go to ahenfie (the chief’s palace) 
during meetings, it is the people and 
the elders who make inputs before 
the chief comes in and summarizes 
everything, and that is it. 

A participant observed that on several oc-
casions the leader overstepped the bounds 
that Ghanaian culture allows him to: ‘He 
would shout at and also discipline staff 
members [adults] in public, and that is 
culturally unacceptable. The leader was 
sometimes rude in the way he handled 
people or delivered messages’. It was the 
view of some of the members that the 
leader took advantage of the Ghanaian 
cultural concepts that say that an elder 
does not make mistakes, he/she is always 
right; that he/she is to be respected. These 
concepts made it difficult for the staff to 
question some decisions of the leader.

Conclusion

This paper has noted that during a seven-
year period from 2000 to 2007, GIMPA 
went through a process of change with 

the goal of changing from a publicly- 
supported institution to a self-financing 
one. The established academic and 
administrative systems were restructured 
and replaced with new arrangements. 
Today, GIMPA is the only successfully 
public self-financed university in Ghana. 
This new status of GIMPA makes it a 
unique institution not only in Ghana but 
Africa as a whole. 

It has been shown in this paper that the 
African believes in change and that the 
various forms of the indigenous knowl-
edge and practices in the cultures are func-
tional to support a process of change. As 
Kezar (2001) has pointed out, it is crucial 
for a leader to have insightful knowledge 
about the institution/society and its cul-
ture to cause a change. The various forms 
of indigenous knowledge which were em-
ployed by the leader greatly contributed 
to the success of the restructuring of GIM-
PA.

The use of the concepts of collective and 
individual growth, expressed in proverbs 
and other forms benefited the change. 
During the restructuring, many activities 
were undertaken collectively but would 
not have been accomplished without in-
dividual responsibility, accountability, 
commitment, hardwork, and cooperation; 
virtues inculcated in them by their cul-
ture. The Africans approach to things that 
were employed allowed employees to take 
ownership of the change process, and also 
helped to reduce tension and resistance. 

However disheartened some interview-
ees were about some of the non-cultural 
approaches to issues during the change 
process and the change itself, they goaded 
themselves on with the Kasena saying  N 
na tage w1n ga dae kasamb4l4, (if you tar-



31

African Journal of Management Research (AJMR)

Arthur & Owoahene-AcheampongCulture and Change Management

get the sky and fail to score a hit you are 
not necessarily a lousy shot), and the Akan 
proverbs that say that manpam se, me de1 ne 
s1merepam me man, nyamammnoe, (the liz-
ard says mine is to help build, but not to 
destroy), and apesey kese a, 4y4 ma dufokye4, 
(when the hedgehog grows fat, it benefits 
the wet log, or your success is also mine). 
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Potential Critical Success Factors 
common to Banking Sector Projects 
in Ghana

Abstract
This paper presents insights on critical success 
factors for banking projects in Ghana. It identifies 
Critical Success Factors (CSFs) that are common 
to projects in the Banking sector of Ghana. The 
study adopted a quantitative research approach 
and utilized survey methods to collect data from 
95 Project Practitioners in the Ghanaian banking 
Sector. Results from the study indicated that 
out of eighteen (18) critical factors, seven (7) 
factors correlated negatively to project success. 
Improper feasibility studies, inadequately defined 
tasks, ineffective monitoring and control, improper 
definition of specifications and lack of user 
involvement, among others, were the five (5) most 
Critical Success Factors that affected Banking 
sector projects in Ghana.. The study recommends 
that before public sector project implementation 
authorization is granted there must be defined 
monitoring and control procedures to measure the 
attainment of project objectives.  Also, feasibility 
study teams should be appropriately constituted 
and an independent third party must thoroughly 
review feasibility reports and advice on all the 
implications on carrying out projects. It is further 
recommended that future studies focus on other 
sectors. The outcomes of the study would inform 
banking project planners in project formulation, 
planning, and implementation. Findings of this study 
will inform policy makers on current trends in the 
Ghanaian banking industry. In addition, researchers, 
banking professionals, and policy makers would 
find the results of this study useful.
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1.0 INTRODUCTION

Project Management is popular as a dis-
tinct management tool for driving not 
only business objectives, but also eco-
nomic development agenda of develop-
ing countries like Ghana (Ofori, 2006). 
Governments and businesses see projects 
as tools for implementing their strategic 
objectives, hence, the need to ensure pro-
jects are managed successfully (Larson & 
Gray, 2011). The fairly robust economy 
of Ghana has attracted significant donor 
inflows for specific projects for economic 
development over the years (AfDB, 2015). 
For instance, 547 million USD was ac-
cessed under the Millennium Challenge 
Account in 2006 (MoF, 2006). However, 
few benefits have been derived from these 
projects (AfDB, 2006). 

At a ceremony for project managers, 
organized by the African Develop-
ment Bank, in Accra, Ghana, Professor 
Gyan-Baffour (a former Deputy Minister 
of Finance and Economic Planning) clear-
ly stated in his opening remarks that ‘Pro-
ject Implementation Performance in the 
country has declined in all sectors of the 
economy and that it has led to the country 
incurring significant costs.’ He stressed 
that the situation calls for improvement 
and the responsibility lies with the bank 
and the government of Ghana to identi-
fy training needs in project management 
(GhanaWeb, 2006).

Project failure rates in Ghana are high and 
the costs involved are excessively high. 
The phenomenon has been that, in the past 
and even now, most project contracts have 
been won by foreign companies. There is 
little or no knowledge transfer to local 
companies by foreign companies who win 
contracts and execute projects in Ghana.  

It could be argued that Africa’s cultural 
values, economic and political conditions, 
and organisational environments often af-
fect implementation of projects. Specific 
examples of such cultural values include 
‘relationships being more important than 
task;’and ‘one’s extended family offering 
protection in exchange of loyalty’(Muri-
ithi & Crawford, 2003). Nevertheless, 
there are compelling reasons to gather 
empirical data on well-tested Critical Suc-
cess Factors (CSFs) for projects that will 
lead to the reduction in project failure 
rates. There have been several calls from 
prominent people for the identification 
of training needs in project management 
(MoF, 2006). 

According to research, the banking sec-
tor is one of the major contributors of 
Ghana’s Gross Domestic Product (GDP)
(BoG, 2013; World Bank, 2014; Price 
waterhouse Coopers, 2014). Nevertheless, 
projects in this sector are plagued with 
unique problems and challenges when it 
comes to implementation. A typical and 
most recent instance is the E-Zwich pro-
ject, which is an electronic payment sys-
tem introduced by the Bank of Ghana in 
collaboration with all banks in Ghana. 
The system allows a holder of an E-Zwich 
smartcard to carry out electronic trans-
actions at any E-Zwich Point of Sale 
(POS) terminal or ATM. It also allows 
the E-Zwich smart card holder to access 
banking services at any bank throughout 
Ghana irrespective of whether that bank 
issued that smartcard or not. Link failure, 
frequent breakdown of machines, the slow 
process of service delivery, long queues and 
inaccessibility of the point of sale devices 
before and after banking hours are among 
implementation problems identified (Issa-
haku, 2012; Graphic Online, 2014; Agye-



36

African Journal of Management Research (AJMR)

Amponsah & Hansen-AddyPotential Critical Success Factors

iwaah, Anane, Appiah, & Opoku-Ware, 
2014; GhIPSS, 2015).

This study is, however, aimed at providing 
a model to help improve project success 
rates in the banking sector of Ghana. It 
seeks to achieve that by identifying and 
analyzing the potential Critical Success 
Factors (CSFs) that are specific to projects 
in banking which would inform project 
planners in project formulation, guide in 
planning, and improve project implemen-
tation efficiency which could lead to cost 
reduction. This study supports the call for 
the development of an appropriate frame-
work for the management of projects in 
the banking sector of Ghana.

2.0 THE BANKING SECTOR IN 
THE GHANAIAN ECONOMY

2.1 Summary of Banking Activities

Banks are institutions that match up 
savers and borrowers, and help ensure 
that economies function smoothly (IMF, 
2012).A Bank is an organisation usually 
a corporation, charted by a state or federal 
government, which does most or all of 
the following: receives demand and time 
deposit, honours instrument drawn on 
them, and pays interest on them; discount 
notes, makes loans, and invest in securities; 
collects checks, draft, and notes; certifies 
depositor’s checks; and issues draft and 
cashier’s checks (WebFinance, 2014; 
Investor Words, 2015).

In Ghana, the business of banking is spelt 
out in the Banking Act, 2004 (BoG, 
2004). It sets out minimum capital re-
quirements, defines capital adequacy and 

prudent lending standards and prescribes 
reporting requirements.

2.2  The Nature of Growth in the 
Banking Sector 

The past few years have seen a phenome-
nal growth in the Ghanaian banking sec-
tor. Ghana’s financial sector, according to 
the Bank of Ghana (BoG), is well capital-
ized, very liquid, profitable and recording 
strong asset growth. The total banking 
system assets at the end of December, 2013 
increased to GH¢36.17 billion (approxi-
mately US$13.18billion) from GH¢27.2 
billion (approximately US$9.91 billion) 
at the end of December, 2012 (BoG, 2013; 
Price waterhouse Coopers, 2014). The 
banking sector has emerged from severe fi-
nancial and reputational damage resulting 
from economic recession and government 
debt in the 1980s and 90s, when Ghana-
ian banks and other financial institutions 
stopped lending to the private sector. 

The Bank of Ghana has licensed 30 com-
mercial banks to provide a full range of 
commercial and retail banking services 
in Ghana (BoG, 2014).The Bank has also 
pursued other initiatives towards deregu-
lating the banking sector, which have had 
the effect of increasing competition. These 
initiatives include introducing universal 
banking in 2002, an open licensing sys-
tem of banks, modernizing the payments 
system, and establishing a central securi-
ties depository.

Universal banking involves the removal 
of restrictions on banking activity to al-
low banks so licensed to choose the type 
of banking services they would like to of-
fer in line with their capital, risk appetite, 
and business orientation.  It removes for 
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instance, the monopoly that was given 
to commercial banks in the area of retail 
banking.

2.3. Competition and the current 
trends within the Banking Sector

Competition among banks in Ghana has 
become very intense since 2000, more 
especially after the introduction of uni-
versal banking leading to competition in 
services, money transfer, new technology 
and stakeholder interest (Hinson, Mo-
hammed, & Mensah, 2006). The current 
trend of the banking system is that many 
of the banks have recently introduced 
SMS services where customers can access 
real-time banking services from their mo-
bile phones. A recent study on the attrib-
utes that influence the adoption of mobile 
banking innovation among university stu-

dents in Ghana revealed that mobile bank-
ing was compatible with the life styles of 
many undergraduate students who are 
frequent users of mobile phone devices.  
It reflected current trends of many banks 
in Sub Saharan Africa adopting mobile 
phone banking innovations to promote 
their services (Dzogbenuku, 2013). 

Noteworthy also, is that Barclays Bank 
has been the first bank in Ghana to in-
troduce deposit taking ATMs. Customers 
and the general public can deposit monies 
with the institution outside normal work-
ing hours using some 30 deposit taking 
ATMs (MyJoyonline, 2013).

In line with the government’s declara-
tion of the private sector as the engine of 
growth, many banks have opened desks 
for Small and Medium Scale Enterprises 
(SME) to provide special financing and 
support for them (BoG, 2008). 
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3.0 LITERATURE REVIEW

3.1 Project and Project 
Management Definitions

Kerzner (2009) defines  projects  as  any  
series  of  activities  and  tasks  that  have  a  
specific  objective  to  be completed with-
in specifications; have defined start and 
end dates; have funding limits; consume 
human and non-human resources and are 
multi-functional. The principal identify-
ing characteristic of a project is its novelty. 
It is a step into the unknown, fraught with 
risk and uncertainty. No two projects are 
ever exactly alike: even a repeated project 
will differ from its predecessor in one or 
more commercial, administrative or phys-
ical aspects (Lock, 2007). According to 
Larson & Gray (2011), the major charac-
teristics of a project are having an estab-
lished objective; a defined life span with 
a beginning and an end; usually involving 
several departments and professionals; 
typically involving doing something that 
has never been done before; and having 
specific time, cost, and performance re-
quirements.

Some essential characteristics or features of 
a project are as follows: a project is unique 
(no project before or after will be exactly 
the same), a project is undertaken using 
novel processes (no project before or after 
will use exactly the same approach), and a 
project is transient (it has a beginning and 
an end) (Kerzner, 2009).

Project Management differs from a project. 
According to the Project Management 
Institute [PMI], (2013) Project Manage-
ment is the application of knowledge, 
skills, tools, and techniques to project ac-
tivities to meet the project requirements. 

Project Management is also referred to as 
the planning, organizing, directing, and 
controlling of company resources for a rel-
atively short-term objective that has been 
established to complete specific goals and 
objectives (Kerzner, 2009). Furthermore, 
Chatfield (2007) defines Project Manage-
ment as the discipline of planning, organ-
izing and managing resources to bring 
about the successful completion of specific 
project goals and objectives. The purpose 
of Project Management is to foresee or 
predict as many of the dangers and prob-
lems as possible and to plan, organize and 
control activities so that projects are com-
pleted successfully in spite of all the risks  
(Lock, 2007).

3.2 Project Life Cycle 

According to the PMI (2013), projects 
which are temporal endeavours undertak-
en to meet unique goals and objectives 
within a defined scope, budget and time 
frame, typically go through a life cycle. 
The project life cycle, which is a logical 
sequence of activities to accomplish the 
project’s goals, is made up of five stages 
namely; the project initiation stage, the 
project planning stage, the project exe-
cution stage, the project monitoring and 
controlling stage, and the project closure 
stage.  

3.3 Potential Critical Success 
Factors(CSFs)

Critical Success Factors (CSF) are those 
few things that must go well to ensure 
success for a manager or an organisation, 
and therefore, represent those managerial 
or enterprise areas that must be given spe-
cial and continual attention to bring about 
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high performance. CSFs drive the strategy 
forward; they make or break the success of 
the strategy. Success criteria on the other 
hand are outcomes of a project or achieve-
ment of an organisation that are needed to 
consider the project a success (Ika, Ama-
dou, & Thuillier, 2012; Al-Khouri, 2013). 

Cooke-Davis (2002) indicates that since 
the 1960s (at least) project researchers have 
been trying to discover which factors lead 
to project success. Penner (1994) indicates 
a few reasons for project failures. On top 
of the list is a failure to acquire or develop 
clear statements of requirements, followed 
by a failure to control the project baseline. 
Inexperience, and not knowing how to 
lead and manage, understanding technical 
difficulty, or getting too involved in tech-
nical rather than management aspects of 
the project are all factors that contribute 
to project failures (Cooke-Davies, 2002; 
Penner, 1994).  

Glass (1998) highlights seven primary 
reasons for project failures: project ob-
jectives not fully specified; bad planning 
and estimating; technology new to the or-
ganisation, inadequate and /or no project 

management methodologies; insufficient 
senior staff on the team; poor performance 
by high suppliers of hardware/software 
and performance problems (Glass, 1998). 

Project mission, top management sup-
port, schedule and plans, client consul-
tation and personnel are five of ten suc-
cess factors identified by Pinto and Slevin 
(1988). Technical tasks, client acceptance 
and monitoring and feedback are included 
(Pinto & Slevin, 1988).

Zwikael and Globerson (2006) found 
that the most critical planning process-
es, which impact project success, are 
‘‘definition of activities to be performed 
in the project’’, ‘‘schedule development’’, 
‘‘organisational planning’’, ‘‘staff acqui-
sition’’, ‘‘communications planning’’ and 
‘‘developing a project plan’’. Interestingly, 
Turner, et al.(2003) state that scarcely do 
the project manager, his or her leadership 
style and competence appear in the list of 
CSFs suggested by most authors. Table 1 
shows a summary of critical success factors 
adapted from Ofori (2013).
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Table 1: Summary of literature reviews on critical success factors (CFS) adapted from Ofori (2013)
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Clear Project Management objectives √ √ √ √ √ √ √

Top Management Support √ √ √ √ √ √ √

Information/Communication √ √ √ √ √ √

Client Involvement √ √ √ √ √ √

Competent Project Team √ √ √ √ √ √

Authority of the Project Manager/Leader √ √ √

Realistic Cost and Time Estimates √ √ √ √

Adequate Project Control √ √ √ √

Problem Solving Abilities √ √ √

Project Performance and Quality √ √

Adequate Resources √ √ √ √ √

Planning/controlling √ √ √ √ √ √ √ √ √

Monitor performance and feedback √ √ √ √

Project mission/common goals √ √ √

Project ownership √ √ √ √ √

Table 2: New Critical success factors (CFS) derived from exploratory survey
Critical Success Factors

1 Improper feasibility study
2 Inadequately defined task
3 Ineffective Monitoring and Control
4 Improper Definition of Specification
5 Lack of user Involvement
6 Ineffective project management techniques
7 Unrealistic requirements
8 Lack of an effective project management plan
9 Delays in release of payment of funds
10 Lack of commitment to project
11 Top management support
12 Bureaucratic procurement process
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13 Improper team selection
14 Inexperienced project manager
15 Inadequate basis for project
16 Cost of tendering
17 Labour unrest
18 Demand on project resources by politicians

3.4 Ghanaian studies on Critical 
Success Factors (CSFs)

Ghanaian studies on project performance 
focused on CSFs include a study conduct-
ed by Ahadzie and Badu (2011) to de-
termine success indicators for Self-build 
houses in Ghana. Their analyses revealed 
that: adequate ventilation for thermal 
comfort (ranked no. 1), health and safety 
in the home (ranked no.2), quality of ma-
terials (ranked no. 3), quality of workman-
ship (ranked no. 4) and adequate daylight 
into rooms ranked (no. 5) are the main de-
terminants of success in Self-build hous-
es. The criteria cost and time received the 
lowest rankings of 10th and 11th respec-
tively suggesting that while these tradi-
tional measures could be very important, 
in the long term they are not issues that 
Self-build homeowners might be particu-
larly concerned about. 

Similarly, an Adinyira et al.(2012) study  
sought to establish critical success crite-
ria for Public Housing Building Projects  
(PHBP) in Ghana. Results from this study 
indicated that the major underlying fac-
tors for critical project success criteria 
for public housing projects in Ghana are: 
‘Time, Cost and Quality Management’, 
‘Satisfaction, Health and Environmental 
Safety’, ‘User Affordability and Design 
Consideration’ and ‘Cost of Individual 
Units and Technology’. 

More recently, also, Ofori (2013) identi-
fied top management support, effective 
communication, clarity of project purpose 
and goals, and stakeholder involvement as 
critical factors that contribute to the suc-
cess of projects in Ghana. He recommend-
ed that documentation and dissemination 
of CSFs and best practices can improve the 
quality of project management in Ghana.

4.0 RESEARCH 
METHODOLOGY 

4.1 Approach Adopted

This research sought to identify and ana-
lyze the potential CSFs that are common 
and specific to projects that are carried 
out in the Banking sector of the Ghanaian 
economy. 

The study employed both quantitative 
and qualitative research techniques in its  
approach. The research was carried out in 
two phases. The first phase of the study 
took a qualitative approach; an explorato-
ry study to solicit/prove/confirm project 
managers’ perceptions in relation to pro-
ject CSFs gathered from literature review. 
The exploratory survey was conducted 
among project managers to measure per-
ceptions of the degree of influence of pro-
ject success factors listed from a review of 
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the literature. The essence of the approach 
was to contextualize the ‘westernized’ and 
‘theorized’ success factors of projects listed 
from literature from the point of view of 
the Ghanaian project manager (See Table 
1). The survey instrument by virtue of the 
type of research was structured and semi 
structured to allow the project managers 
to add to the initial list and then rank ac-
cording to the most significant factors in-
fluencing project success. The new list of 
18 Critical Success Factors obtained from 
the survey participants, informed the de-
sign of the survey instrument for the sec-
ond phase of the study (See Table 2).

The second phase of the study was a quan-
titative approach; an analytical survey 
to test the hypotheses of the research. A 

quantitative approach was employed in 
this case because of the statistical analysis 
that was used for the independent variable 
(project CSF) and the dependent variables 
(project success criteria).

An analytical correlation design was used 
for this research. A sampling model was 
employed to collect data for the measure-
ment of variables. A multiple regression 
analysis was conducted to determine the 
degree of correlation between independ-
ent variables (CSF) and dependent varia-
bles (project success criteria) at this stage 
of the study. Interpretations and conclu-
sions were drawn from the analysis of data. 
Table 3 describes the research approach 
adopted.

Table 3: Research approach

Phase I
STAGE 1 Observation and Literature Review leading to Problem Clarification
STAGE 2 Hypotheses Formulation leads to the definition of research questions

STAGE 3 Development of Project Criteria Factors and a List of ‘theorized’ Project 
CSFs gathered from the Literature Review (see Table 1)

STAGE 4 Exploratory Survey of 60 Project Practitioners from 20 organisations to 
validate/prove/confirm/add to the ‘theorized’ Project CSFs

STAGE 5
Development of Final 18 Project Critical Success Factors (CSFs) for phase 
II (see Table 2)

Phase II
STAGE 1 Development of Quantitative Survey Instrument for data collection
(Analytical 
Survey)
STAGE 2 Data Collection Activities
STAGE 3 Data Inputting and Analysis
STAGE 4 Interpretations and Conclusions

4.2 Research Questions and 
Hypothesis

The research questions were derived from 
the problem statement and purpose, 

which led to hypotheses of the study. The 
hypotheses served to guide the direction of 
the study, helped to identify the facts that 
may be relevant, and provided a frame-
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work for organizing conclusions resulting 
from the study.

4.2.1 Research Question

Are there certain specific critical factor(s) 
perceived by Project Management Practi-
tioners (PmPs) as having most significant 
impact on success of Projects in the Bank-
ing sector of Ghana?

4.2.2 Research Hypotheses 
applied to Research Questions:

a. Null Hypotheses (Ho) 

b. Alternative Hypotheses (HI) 

H
Bo

: Project Management Practition-
ers do not perceive any specific critical fac-
tor(s) that are consistent, that most signif-
icantly impact on the success of projects in 
the Banking Sector.

H
BI

:  Project Management Practition-
ers perceive there are certain specific crit-
ical factor(s) that are consistent, that most 
significantly impact on the success of Pro-
jects in the Banking Sector.

4.3 Method of Data Collection

Data for the model was collected via ques-
tionnaires, which were administered to 4 
different banking organisations in Ghana, 
namely Ghana Banking College, Char-
tered Institute of Bankers, National In-
vestment Bank and Agricultural Develop-
ment Bank. Participants were requested to 
assess/evaluate the extent to which the 18 
CSFs were important in achieving project 
success in each of the 3 dimensions of pro-
ject success. This used a Likert scale from 
1 to 5, with 1 being ‘not important’, and 5 

being ‘most important’. In addition, data 
was collected representing three project 
success dimensions: achievement of pro-
ject management objectives; the achieve-
ment of customer benefits; and then the 
achievement of benefits to organisation 
measured in percentage from the original 
plan on a scale of 1 to 5 (1 being ‘failed 
to achieve any’, and 5 being ‘achieving all 
performance targets’). 

4.4 Data Analysis

In order to draw meaning from the survey 
data, summary data records were com-
piled by sector, segment area and man-
agement role. This information was then 
used to complete the statistical analysis, 
which prioritized the CSFs of interest and 
determined the relationships of the in-
dependent and dependent variables. The 
Statistical Package for the Social Sciences 
(SPSS) and Microsoft Excel were the tools 
used for organizing the data and perform-
ing data cleaning. The data was examined 
to discover any obvious input errors, and 
to clarify noticeable discrepancies within 
the data sets. The testing of hypotheses 
necessarily involved: a procedure based on 
sample evidence and probability theory to 
decide whether the hypothesis is a reasona-
ble statement and should be accepted or is 
unreasonable and should be rejected. The 
data was examined to determine which 
Project CSFs significantly impact on pro-
ject outcomes in the banking sector. 

Multi-variable regression was calculated 
using the 18 Project Factors (as independ-
ent variables) and Project Success measure 
(as dependent variable) at a time. For each 
run of the regression analysis, the linear 
coefficient (beta) is used to evaluate the 
importance of a Project Factor on a Project 
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Success variable. Then, the 18 project fac-
tors are ranked by their impact on project 
success. This calculation is repeated three 
times for all success indices. The impact of 
each of the 18 Project Factors on the three 

Project Success Criteria for the Banking 
sector was measured. Therefore, CSFs were 
identified by comparing the linear coeffi-
cients resulting from multi-variable linear 
regressions.

5.0 PRESENTATION OF RESEARCH DATA ANALYSIS AND RESULTS

 The survey was conducted on a total sam-
ple of 95 participants from the Ghana 
Banking College (The prime institution 
responsible for training bankers in Ghana), 
the Chartered Institute of Bankers (the in-
stitution responsible for the award of cer-
tified Bankers), the National Investment 
Bank (the prime financial institution re-

sponsible for giving out loans for major 
infrastructural projects) and Agricultural 
Development Bank (Grant loans for Agri-
cultural Projects in Ghana).  78 out of the 
95 participants were considered valid for 
analysis. Tables 4 and 5 describe the valid 
response and respondents’ profile.

Table 4: Response profile

Description Number Percent
Valid Response 78 82.1
Discarded 2 2.1
Declined 7 7.4
No Response 8 8.4
Total 95 100

Table 5: Respondents’ profile

Years of professional experience Level of Academic Achievement Role of Respondents
Descrip-
tion

Number Per-
cent

Descrip-
tion

Num-
ber

Percent Descrip-
tion

Num-
ber

Percent

1 to 3 years 
experience

18 23.08% High School

Certificate 
(Advanced 
Level)

0 0.0% Managers 
of Project 
Managers

11 14.10%

4 to 10 
years

35 44.87% Certificates 10 12.82% Project

Managers

28 35.9%

over 10 
years

25 32.05% Diploma 28

35.9% Subor-
dinate 
Manag-
ers

13 16.67%
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Bachelor’s 
Degree

31 39.74% Func-
tional 
Managers

14 17.95%)

Masters 
Degree

8 10.27% Project 
Coordi-
nators, 
Expedi-
tors,

Officers 11 14.10%
Doctorate 
Degree

1 1.28% Non 
response

1 1.28%

Total 78 100 Total 78 100% Total 78 100%

5.1 Analysis of Data

Table 6 shows that among all the 18 fac-
tors, ‘Improper Feasibility Study’ was con-
sidered as having the highest mean value 
(3.49) and was interpreted by respondents 
as the most important to influence their 
project outcomes, followed by ‘Inade-
quately Defined Task,’‘Ineffective Moni-

toring and Control,’‘Improper Definition 
of Specification’, ‘Lack of User Involve-
ment,’etc, and ending with ‘Demand On 
Project Resources By Politicians.’

Table 7 depicts a multivariate analysis 
to determine the significant relationship 
between the seven critical factors and the 
success measures. 

Table 6: Ranking of Critical Success Factors
Critical Success Factors Mean Rank
Improper Feasibility Study 3.49 1
Inadequate Defined Task 3.47 2
Ineffective Monitoring and Control 3.42 3
Improper Definition Of Specification 3.40 4
Lack Of User Involvement 3.32 5
Ineffective Project Management Tech-
niques 3.32 6

Unrealistic Requirements 3.27 7
Lack of an Effective Project Manage-
ment Plan 3.26 8

Delays In Release Of Payment Of Funds 3.22 9
Lack of Commitment To Project 3.17 10
Top Management Support 3.15 11
Bureaucratic Procurement Process 3.13 12
Improper Team Selection 2.95 13
Inexperienced Project Manager 2.92 14
Inadequate Basis For Project 2.92 15
Cost of Tendering 2.46 16
Labour Unrest 2.32 17
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Demand On Project Resources By Pol-
iticians 2.18 18

Table 7: Multivariate analysis of Project Critical Success Factors and Project Success 
Measures 

Source Dependent Variable
Type III 
Sum of 
Squares

Df Mean 
Square F Sig.

Effective-
ness

How do you rate the overall success 
of the project using achievement of 
Project Goal, Customer Benefits and 
Benefit of Performance Organisation

1.140 1 1.140 14.243 .000

Involvement
How do you rate the achievement of 
Customer benefiting from the project 
(satisfaction, impact, loyalty)

15.722 1 15.722 109.865 .000

How do you rate the achievement of 
Performance Organisation’s benefit 
(Profit, Market share or Growth)

2.153 1 2.153 7.063 .010

Defined 
task

How do you rate the overall success 
of the project using achievements of 
Project Goal, Customer Benefits and 
Benefit of Performance Organisation

4.172 1 4.172 52.137 .000

Project 
manage-
ment

How do you rate the achievement of 
the project goals (Cost, Time, Perfor-
mance)

3.775 1 3.775 16.943 .000

How do you rate the achievement of 
Customer benefiting from the project 
(satisfaction, impact, loyalty)

.806 1 .806 5.633 .021

Require-
ment

How do you rate the achievement of 
the project goals (Cost, Time, Perfor-
mance)

3.436 1 3.436 15.424 .000

Define 
specific

How do you rate the overall success 
of the project using achievement of 
Project Goal, Customer Benefits and 
Benefit of Performance Organisation

.706 1 .706 8.823 .004

Feasibility 
study

How do you rate the overall success 
of the project using achievement of 
Project Goal, Customer Benefits and 
Benefit of Performance Organisation

3.566 1 3.566 44.564 .000

5.2 Overall Success of Projects

The overall success refers to the combi-
nation of the three success criteria used. 
These are the achievement of project man-
agement objectives; the achievement of 

customer benefits; and then the achieve-
ment of benefits to organisation. 

The achievement of benefits to organisa-
tion performing project had a mean val-
ue of 3.19. With regard to achievements 
of project management objectives the 
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mean value was 3.28.No respondent from 
the Banking sector indicated that a pro-
ject failed to achieve any of project man-
agement objectives. In other words, this 
sector recorded zero percent and failed to 
achieve any project management objec-
tives which is highly commendable. 6.4 
percent of the respondents indicated that 
their projects achieved all project manage-
ment objectives. 

6.0 DISCUSSION OF RESULTS

This section discusses the results of the 
identified potential Critical Success Fac-
tors in the Banking sector projects of the 
Ghanaian economy. 

6.1 Test of Hypothesis

On the basis of the study result above 
from the statistical test, the null hypothe-
sis which states that:“project management 
practitioners do not perceive specific criti-
cal success factor(s) that are consistent and 
most significantly impact on the successes 
of projects in the Banking Sectors” is re-
jected.

This is rejected because participants per-
ceived Project success factors to be specif-
ic to Banking projects; they significantly 
correlate with project management out-
comes.

On the other hand, the alternative hypoth-
esis: “Project Management Practitioners 
perceive there are certain specific critical 
factors that are consistent and most signif-
icantly impact on the successes of projects 
in the Banking Sectors” is accepted.

6.2 Critical Success factors (CSFs) 
common to Banking projects

The 18 Project Factors listed were re-
gressed with the project success criteria. 
Results indicated that 7 factors were sig-
nificantly correlated. These are: Improper 
Feasibility Study, Inadequately Defined 
Task, Ineffective Monitoring and Control, 
Improper Definition of Specification, Lack 
of User Involvement, Ineffective Project 
Management Techniques, and Unrealistic 
Requirements.

1. Improper Feasibility Study

Project Management Practitioners of 
Banking sector projects perceived the 
factor as significantly impacting on the 
outcome of projects. The feasibility study 
phase of a project considers the techni-
cal aspects of the conceptual alternatives 
and provides a firmer basis on which to 
decide whether to undertake the project. 
According to Kerzner (2009), the feasibil-
ity phase includes: planning the project 
development and implementation activi-
ties, estimating the probable elapsed time, 
staffing, and equipment requirements, 
identifying the probable costs and conse-
quences of investing in the new project. 
Improper technical or operating decisions 
made during this step may go undetected 
or unchallenged throughout the remain-
der of the process. In the worst case, such 
an error could result in the termination 
of a valid project- or the continuation of 
a project that is not economically or tech-
nically feasible (Kerzner, 2009).This has 
often resulted in failed projects.
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2. Inadequate Definition of Task

Inadequate definition of task was also 
found to correlate negatively with pro-
ject success criteria. It is possible that the 
task to be accomplished in a certain pro-
ject will not be sufficiently broken down. 
Inadequate definition of task is often as 
a result of improper scoping or the work 
breakdown not properly done (Penner, 
1994; Zwikael & Globerson, 2006). If 
that happens, obviously, some of the work 
will be left unaccomplished. This is often 
the case in banking sector projects where 
the client or customer requirements are 
not properly articulated. Banking sector 
projects are a mixture of service and prod-
uct delivery and are often not properly de-
fined by the sponsors or promoters. This is 
likely to bring about failures of projects in 
this sector.

3. Ineffective Monitoring and 
Control

Monitoring and control are important 
components of project implementation.

Monitoring is a continuous activity that 
tracks progress of work. It involves re-
cording, analyzing and reporting on data/
information leading to corrective action 
(control) at the operational level (Pinto & 
Slevin, 1988; Lock, 2007; Larson & Gray, 
2011).   Respondents’ perceptions are that 
lack of effective monitoring and control 
has significant influence on the outcome 
of their projects. The so called “African 
Time” plays a major role in this. Project 
team members would want to procrasti-
nate with regard to monitoring and con-
trol. Often, project team members tend to 
postpone some of these activities ignoring 
consequences. Project team members have 

a “wait and see” attitude. Project team 
members here are more of “reactive” than 
“proactive” which is emotive. Large con-
tingency reserves are used to solve prob-
lems that have occurred which could have 
been prevented by being proactive in the 
planning and implementation approach. 
Invariably, project teams end up monitor-
ing projects haphazardly so as not to incur 
the displeasure of project implementers. 

4. Improper Definition of 
Specifications

Improper definition of specification cor-
related negatively with project success 
measures. The specification provides the 
scope of work (Glass, 1998; Zwikael & 
Globerson, 2006). Often the speed with 
which banking projects are implemented 
to meet the needs of stakeholders, who are 
anxiously waiting, could result in improp-
er definition of specification. On the con-
trary, a proper definition of specification 
provides some kind of assurance in imple-
menting projects to meet the expectations 
of stakeholders.

5. Lack of User Involvement

Project management practitioners of bank-
ing sector projects perceived the factor, 
Lack of User Involvement, to significant-
ly impact on their projects. Without user 
involvement, people in the business may 
not feel committed to the project and may 
even be hostile to it. Senior management 
and users need to be involved from the 
start and continually engaged  through-
out development (Pinto & Slevin, 1988). 
Until recently, Banks in Ghana were very 
guarded in their interactions with their 
customers and the public. The  creation of 
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the Economic Community of West Afri-
can States (ECOWAS) has also encouraged 
the influx of several foreign organisations 
especially Nigerian banks into Ghana, cre-
ating stiff competition so no single bank 
has monopoly. Without the involvement 
of customers in the design of new product, 
one is likely to fail. Now, most banks have 
outreach services where they go to cus-
tomers soliciting their inputs in the de-
velopment of new products. The situation 
has improved in the last 2 years.

6. Lack of Project Management 
Techniques

Lack of Project Management Techniques 
was found to correlate negatively with 
project success criteria. Project Manage-
ment Technique refers to the effective and 
efficient application of knowledge, skills, 
tools and techniques in projects. In man-
aging a project of any dimension, appro-
priate process, tools and techniques should 
be selected for the effective planning, ex-
ecution, monitoring and controlling and 
closing of the projects (Lock, 2007; Lar-
son & Gray, 2011).The lack of these tech-
niques has caused projects to fail based on 
the results of this study.

7. Unrealistic Requirements

Requirements are a condition or capabil-
ity that must be met by the project out-
come (system, product, service, result, 
or component) to satisfy a contract, or 
standard. This study showed Unrealistic 
Requirements correlating negatively with 
project success measures. Requirements 
are deemed unrealistic when they may not 
be achieved within the stipulated project 
constraints. Requirements by stakeholders 

could be unrealistic because of improper 
assessment of resources and limitations 
of the projects (Penner, 1994; Cooke & 
Davies, 2002). Banks undertaking pro-
jects often elicit or solicit requirements 
from customers. The Collect Require-
ments process in Project Management de-
fines and documents the project and prod-
uct features and functions needed to fulfil 
stakeholders' needs and expectations. The 
project’s success is directly influenced by 
the care taken in capturing and managing 
requirements.

Banks, in their bid to satisfy customers, 
often accept to meet requirements that 
are unrealistic. Management of such situ-
ations becomes a problem for the clients 
and banks undertaking the projects.

7.0 CONCLUSION AND 
RECOMMENDATIONS

7.1 Conclusion

Dependent and independent variable cor-
relation

The statistical analysis results indicated 
that there is a relationship between some 
independent variables and dependent var-
iables that were found to have significance 
at 95% confidence level.  It was found 
that: 

a. Improper Feasibility Studies signifi-
cantly correlates negatively with the 
overall success of the project using 
achievement of Project Goal, Cus-
tomer Benefits and Benefit to Organ-
isation;

b. Inadequately Defined Tasks signifi-
cantly correlates negatively with the 
overall success of the project using 
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achievement of Project Goal, Cus-
tomer Benefits and Benefit to Organ-
isation;

c. Ineffective Monitoring & Control 
significantly correlates negatively 
with the overall success of the project 
using achievement of Project Goal, 
Customer Benefits and Benefit to Or-
ganisation; 

d. Improper Definition of Specification 
significantly correlates negatively 
with the overall success of the project 
using achievement of Project Goal, 
Customer Benefits and Benefit to Or-
ganisation .

e. Lack of User Involvement signifi-
cantly correlates negatively with the 
achievement of Customer benefiting 
from the project (satisfaction, impact, 
loyalty); 

f. Lack of Effective Project Manage-
ment Techniques significantly corre-
lates negatively with Achievement of 
the Project Management Objectives 
(Cost, Time, and Performance); it 
also significantly correlates negative-
ly with the achievement of Customer 
benefiting from the project (satisfac-
tion, impact, loyalty); and

g. Unrealistic Requirements signifi-
cantly correlates negatively with the 
Achievement of the Project Manage-
ment Objectives (Cost, Time, and 
Performance).

7.2 Outcome of Research 
Questions

There are specific critical factors perceived 
by Project Management Practitioners 
(PmPs) as having most significant impact 
on the success of Projects in the Banking 
sector. For example, ‘Ineffective monitor-
ing & control’, ‘Lack of user involvement’, 

‘Inadequately defined task’, ‘Ineffective 
project management techniques’, ‘ Unre-
alistic requirements’, ‘Improper definition 
of specification’, ‘and ‘Improper feasibility 
Study’.

These factors are most critical to project in 
the banking sector.

7.3 Recommendations

This section provides recommendations 
for the banking sector but is applicable to 
other sectors of the Ghanaian economy. 

•	Before public sector project imple-
mentation authorization is granted, 
there must be defined monitoring 
and control procedures to measure the 
attainment of project objectives.

•	Feasibility study teams/committees/
protocols should be appropriate-
ly constituted. After the feasibility 
study, an independent body/third 
party must thoroughly review the 
report and advice on all the implica-
tions on carrying out projects. 

•	Project sponsors and clients should 
only approve and authorize the im-
plementation of projects whose scope 
are well-detailed to ensure that the 
requirements of stakeholders are ad-
equately covered, specifications are 
appropriate, and the tasks to be un-
dertaken are exact for the project. 

•	Educational Institutions must set 
the agenda for Project Management 
training at the secondary and tertiary 
levels. The Ministry of Education, 
through its tertiary agencies, such 
as the National Accreditation Board, 
can consider including the learning 
of Project Management in the second 
and tertiary cycle institutions as part 
of their curricula.
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•	Project managers should ensure there 
is adequate user involvement in the 
implementation of projects to ensure 
projects are accepted by the user.
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Using the Theory of Planned 
Behaviour in Social Marketing 
Intervention Programmes on HIV/AIDS

Abstract
Purpose of research- This research contributes to 
social marketing literature by testing the constructs 
of the TPB model in social marketing interventions 
on HIV/AIDS in Ghana. Design- A convenience 
stratified sampling method was employed and a 
questionnaire was administered face to face to 481 
respondents from the Manya Krobo and Fanteakwa 
Districts in the Eastern Region of Ghana. The data was 
analysed using descriptive statistics, t-test, ANOVA 
and correlation analysis. Findings- The results show 
that majority of respondents have neither subjected 
themselves to HIV/AIDS tests (51.8%) nor abstained 
from sex (91.6%).  The study's implications are that 
all the TPB constructs in the literature are applicable 
to the Ghanaian situation except the relationship 
between perceived behavioural control, subjective 
norm, and individual age group. Originality-
Although social marketing experts have indicated 
a need to apply theories of behaviour change to 
optimize campaign effectiveness, it is surprising 
that so little empirical research has been conducted 
on the topic, especially on the application of the 
Theory of Planned Behaviour (TPB) to HIV/AIDS 
intervention programmes in Ghana. To fill this gap, 
this research seeks to test the constructs of the  
TPB model in social marketing interventions on 
HIV/AIDS in Ghana.  Therefore, the objectives are 
(a) to ascertain the impact of the social marketing 
interventions on HIV/AIDS related behaviours in 
Ghana and (b), to determine the perceived norm, 
self efficacy and attitude of Ghanaians toward 
HIV/AIDS intervention programmes. Limitations- 
This study is limited to only two districts in 
Ghana, which could affect the generalisation of 
the findings to the entire Ghanaian population. 
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Introduction

The overwhelming majority of people 
with HIV live in Sub-Sahara African coun-
tries, a region that has just over 10% of the 
world’s population, but is home to 68% of 
all people living with HIV. An estimated 
1.3 million people in Sub-Saharan African 
countries died from AIDS-related illness-
es in 2009 (UNAIDS, 2010). In Ghana, 
the most recent sentinel surveillance done 
in 2011 indicated a national median HIV 
prevalence of 2.2% (GAC, 2012).The 
trend in the national median HIV prev-
alence in Ghana since 2000, shows that 
there has not been consistent decline of 
HIV prevalence in the country. 

The highest prevalence rate was recorded 
among the 40-45 age group in 2009, and 
30-34 in 2011, of which 77% of those who 
died of AIDS in Ghana fall within the 15-
49 age group (GAC, 2012). This is very 
worrying since the bulk of the nation’s 
active human resource base fall into this 
age group (NACP, 2009). Although social 
marketing experts have indicated a need 
to apply theories to optimize campaign ef-
fectiveness (Andreasen, 1997; Fraze et al., 
2007; Kelly, Murphy, Sikkema, & Kalich-
man, 1993; Thackeray, and Neiger, 2000), 
it is surprising that so little empirical re-
search has been conducted on the topic, 
especially on the application of the Theory 
of Planned Behaviour (TPB) to HIV/AIDS 
intervention programmes in Ghana.To fill 
this gap, this research aims to test the con-
structs of the TPB model (perceived norm, 
self efficacy/perceived control, attitude, 

intention and behaviour performance) in 
social marketing interventions on HIV/
AIDS in Ghana. Therefore, the objectives 
are (a) to ascertain the impact of the social 
marketing interventions on HIV/AIDS 
related behaviours in Ghana and (b), to 
determine the perceived norm, self effi-
cacy, attitude and intention of Ghanaians 
toward HIV/AIDS protective behaviours. 

Literature Review

Kotler and Lee (2008) define social mar-
keting as a process that applies marketing 
principles and techniques to create, com-
municate, and deliver value in order to 
influence target audience behaviours that 
benefit society as well as the target audi-
ence. French, et al. (2010) assert that social 
marketing should reduce its total depend-
ence on commercial marketing and define 
social marketing as the systematic applica-
tion of marketing alongside other concepts 
and techniques, to achieve specific behav-
ioural goals, for a social good.  

Fishbein (2000) argues that although 
there have been enormous progress in pro-
longing and improving the quality of life 
of those infected with HIV, there is still 
neither a cure for, nor a vaccine to prevent 
this disease. He asserts perhaps, and most 
importantly, that it has become increas-
ingly clear that preventing the transmis-
sion and acquisition of HIV must focus 
upon behaviour and behaviour change. 
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Fishbein (2000), further states that to be 
effective, interventions should focus upon 
specific behaviours and, perhaps not sur-
prisingly, the most effective interventions 
will be those directed at a single behaviour 
rather than at multiple behaviours. This 
is because each behaviour is substantively 
unique, and the substantive factors influ-
encing one behaviour might be different 
to those influencing others. 

French, et al. (2010) indicate that hav-
ing an understanding of the use of theory 
(particularly behavioural theory) is im-
portant, as it can strengthen and enhance 
the development and delivery of social 
marketing interventions and, therefore, 
ultimately improve and strengthen their 
potential impact and effectiveness. Fraze, 
Rivera-Trudeau, and McElroy (2007),  
Maibach, Rothschild, and Novelli (2002), 
and Thackeray and Neiger (2000) also 
posit that behavioural change theories can 
help social marketers to efficiently plan 
campaigns by adding theory-based cam-
paign elements in addition to the social 
marketing framework.

Niblett (2005) asserts that to achieve so-
cial marketing programme objectives, the 
interventions often create new awareness 
and new attitudes that facilitate change in 
the form of action. The extant literature 
suggests that most of the applications of 
behaviour change models to social mar-
keting have been done in developed coun-
tries (Albarracín,  McNatt,  Klein,  Ho,  
Mitchell, & Kumkale, 2003; Cismaru, 
Lavack,  Hadjistavropoulos, & Dorsch , 
2008; Sowers, French & Blair-Stevens, 
2007; Uhrig, Ero lu, Bann,  Wasserman, 
& Guenther-Grey, 2010). In Ghana, the 
limited number of research carried out on 
HIV/AIDS has concentrated mostly on 

awareness creation and impact assessment 
(Adu-Mireku, 2003; Awusabo-Asare & 
Anarfi 1997; Awusabo-Asare, Anarfi, & 
Agyeman, 1993; Benefo, 2004; Ghana 
Statistical Service, 1998, 2003, 2008; 
Tweneboah-Koduah, 2001). Even though, 
theories of behaviour change including 
the Theory of Planned Behaviour (TPB) 
have been applied to social marketing in 
the developed country context, experience 
shows that all the constructs of the TPB 
might not apply in the Ghanaian context 
due to cultural values.

Luginaah, et al. (2005) conclude that the 
broader social impacts of HIV testing 
for those planning to marry may extend 
beyond individuals in different cultural 
contexts. The various dimensions of cul-
ture distinguish one group of people from 
another (Ilcan, 2002; Appadurai, 1996) 
and also serve as important lenses through 
which HIV prevention can be understood. 
Dimensions of culture (such as values, be-
liefs, and norms) are cultural constructs 
that influence sexual behaviours (Lugi-
naah, et al., 2005). Some researchers ac-
knowledge that HIV transmission is a 
contextually-bound social phenomenon 
and that beliefs about the various dimen-
sions of culture are salient contextual fac-
tors in HIV prevention (Jemmott, Catan, 
Nyamathi, & Anastasia, 1995; Parker, 
2001). In essence, they assert that tradi-
tional and cultural values influence the 
knowledge and attitudes that affect HIV 
risk behaviours.

Consequently, the beliefs and practices of 
particular African cultures, for example, 
have been seen as accelerating the spread 
of HIV/AIDS or at least hampering un-
derstanding and prevention of the epi-
demic in the region (Tobias, 2001). This 
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has led some researchers to suggest that 
grounding HIV prevention programmes 
in dimensions of a target group’s culture 
makes such programmes understandable 
and more effective (Parker, 2001). 

3.5 Conceptual Framework

This research adopts Theory of Planned Be-
haviour to test relationship between HIV 
related attitude, intention, self-efficacy, 
normative belief and behaviour (Fishbein, 
1967). The Theory of Planned Behaviour 
is a useful conceptual tool for social mar-
keters (French & Gordon, 2015). It can be 
used as a tool when looking at a social be-
haviour that needs to be understood and 
each of the constructs can be analysed to 
develop an understanding of factors that 
are influencing behaviour (French & Gor-
don, 2015). In the work that led to the 
development of the TRA/TPB, Fishbein 
& Ajzen (1975) distinguished between 
attitude towards an object and attitude 
towards behaviour with respect to that 
object, and conclude that attitude toward 
the behaviour is much better a predictor of 
that behaviour than attitude towards the 
object at which the behaviour is directed.

Fishbein and Ajzen (1975; Ajzen and 
Fishbein (1980) and Ajzen (1991) clear-
ly defined underlying beliefs, intentions, 
behaviour and measurement, and posit 
that it is critical to have a high degree of 
correspondence between measures of atti-
tude, norm, perceived control, intentions, 
and behaviour in terms of action, target, 
context and time. Low correspondence be-
tween model construct measures on any of 
these factors will result in low correlations 
between TPB variables, while this corre-
spondence will result in high correlations 
(Ajzen & Albarracin, 2007; Trafimow, 

2007).The TPB focuses on theoretical 
constructs with individual motivational 
factors as determinants of the likelihood 
of performing a specific behaviour. The 
Theory of Planned Behaviour assumes 
that the best predictor of behaviour is its 
behavioural intention, which in turn is 
determined by attitude toward the behav-
iour and social normative perceptions re-
garding it (Montano & Kasprzyk, 2008). 
Bandura (1989) and Fishbein and Cappel-
la (2006) contend that  a person’s self-ef-
ficacy for a given behaviour dramatically 
affects their intention (self-motivation) for 
performing that behaviour. 

Self-efficacy studies in relation to 
HIV-protective behaviours posit that an 
individual’s perceived ability to carry out 
a particular behaviour is necessary to pre-
vent infection with HIV (Janz & Becker, 
1984). Evidence comes from hundreds 
of studies that have been summarised in 
several meta-analyses and reviews (Armit-
age & Corner, 2001; Albarracin, Johnson, 
Fishbein, & Muellerleile, 2001; Albarra-
cin, et al., 2003; Durantini, Albarracin, 
Mitchell, Earl, & Gillette,  2006; Webb 
and Sheeran, 2006). Although TPB has 
been criticised, based on whether correla-
tion results can explain behaviour (Wein-
stein, 2007), many published intervention 
study reports show that changing the TPB 
constructs leads to subsequent changes in 
behaviours (Albarracin, et al., 2003; Rho-
des, Stein, Fishbein, Goldstein & Rother-
am-Borus, 2007; Kalichman, 2007). 

According to the TPB, attitude is deter-
mined by the individual’s beliefs about 
outcomes or attributes of performing the 
behaviour (behavioural beliefs), weighted 
by evaluations of those outcomes or at-
tributes. Thus, a person who holds strong 
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beliefs that performing the behaviour will 
lead to a positive outcome will have a pos-
itive attitude towards the recommend-
ed behaviour.  Conversely, a person who 
holds strong beliefs that performing the 
behaviour will lead to a negative outcome 
will have a negative attitude towards the 
recommended behaviour. Likewise, a per-
son’s subjective norm is determined by his 
or her normative beliefs, that is, whether 
important referent individuals approve or 
disapprove of performing the behaviour, 
weighted by his or her motivation to com-
ply with those referents.

A person who believes that certain ref-
erents think he or she should perform a 
particular behaviour and is motivated to 
meet expectations of those referents will 
hold a positive subjective norm. Converse-
ly, a person who believes these referents 
may think he or she should not perform 
the behaviour will have a negative sub-
jective norm. A person who is less moti-
vated to comply with those referents will 
have a relatively neutral subjective norm 
(Montano & Kasprzyk, 2008). The TPB 
has been used successfully to predict and 
explain a wide range of health behaviours 
and intentions, including smoking, drink-
ing, health services utilization, exercise, 
breast feeding, and use of contraceptives, 
mammography, safety helmets, and seat-
belts in a developed country context (Al-
barracin et al., 2001; Bandawe & Foster, 
1996; Bogart et al., 2000; Fisbein, 1993; 
Trafimow, 1996).

Findings have been used to develop many 
effective behaviour change interventions 
(Fisher et al., 1995; Gastil, 2000; Jem-
mott and Jemmott, 2000). 

Strand, Rothschild, and Nevin (2004) 
posit that social marketers are good at de-

livering ideas, creating awareness and pos-
itive attitudes and developing branding 
and positioning. However, there is a huge 
disconnect in converting that increased 
awareness and attitude change into behav-
iour change.  Wulfert, Wan, and Backus 
(1996), Lin, Simoni, and Zemon (2005), 
Steers, et al. (1996), and Niblett (2005) 
indicate condom use, one sexual partner, 
etc. as preventive measures the target au-
dience needs to adopt to bring change in 
behaviour. Matheison, Peacock, and Chin 
(2001) describe age as a measure of per-
sonal resources or perceived behavioural 
control. However, Honold (2000) argues 
that user capabilities are usually a result 
of demographic (user’s age, educational 
background, income) or situational (expe-
rience), which is supported by the work of 
Brigman and Cherry (2002) who contend 
that age increases the effect of subjective 
norms because older workers have a great-
er need for affiliation.

Wight et al. (1998) conclude that percep-
tions and self-efficacy to use condom be-
tween men and women can vary because 
in the case of condom use, the behaviour 
is not under the woman’s direct control. 
Laraque et al. (1997) found that condom 
use among Central Harlem youth was mo-
tivated by the perceived value of condoms 
to avoid pregnancy, as well as avoidance of 
HIV/AIDS, but the strongest motivation 
was avoiding pregnancy.

Based on the above literature, the follow-
ing hypotheses are formulated:

Hypothesis 1: there will be no significant dif-
ference between age groups of respondents and 
their subjective norms.

Hypothesis 2: there will be no relationship 
between respondents’ intentions to perform 
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HIV-protective behaviours and their self-effi-
cacy with respect to performing the behaviour.

 Hypothesis 3: there will be no relationship 
between respondents’ performance of HIV-pro-
tective behaviour and their response efficacy to-
wards interventions on the pandemic.

 Hypothesis 4: there will be no relationship 
between respondents’ HIV-protective behaviour 
performance and their intention to perform the 
behaviour.

Research Methodology

This research employs a quantitative re-
search method to determine the inferences 
that can be made about some characteris-
tic, attitude, or behaviour of the popula-
tion (Creswell, 2009). The population of 
the study constitutes all residents of two 
HIV sentinel sites in Ghana. The resi-
dents of these sites are selected for the 
study because they have the highest HIV 
prevalence in the country (NACP, 2009 
and GAC, 2013). The two sentinel sites 
are Agormanya (5.8%), and Fanteakwa 
(4.0%) all in the Eastern Region (3.7%) of 
Ghana. HIV sentinel survey report, 2009  
and 2013 respectively show Fanteakwa 
and Agormanya as the sites with the high-
est HIV prevalence. The research focuses 
mainly on residents at Agormanya and 
Fanteakwa districts who fall within the 
18 and 49 age group because they are the 
most affected age group with HIV/AIDS 
epidemic in Ghana (NACP, 2009, GAC, 
2013). 

Due to the lack of a sampling frame from 
Ghana Statistical Service (GSS) for resi-
dents in Fanteakwa and Agormanya dis-
tricts in the Eastern Region of Ghana (ie. 
GSS could not provide a list of all residents 
in the two districts), a convenience sam-

pling method was employed. This sam-
pling method is limited and, therefore, the 
findings may not be generalised to the en-
tire Ghanaian population. Magnani et al. 
(2005) conclude that sampling procedures 
should be capable of reaching all members 
of the population or sub population under 
investigation in order to produce unbiased 
estimates of trends in HIV infection rates 
and behaviours. Some researchers howev-
er, argue that research data do not have to 
be perfect (i.e. be unbiased) in order to be 
useful, and that undertaken research that 
entails time-consuming and costly sam-
pling frame development is wasteful of 
scarce public health resources (Magnani et 
al., 2005).

A questionnaire based on the Likert-style 
five-point rating scale was used to measure 
the degree of agreement of 1 for strong-
ly agree and 5 for strongly disagree. The 
questionnaire contained two sections that 
covered the socio-demographic profile of 
age, sex, religion, area of residence, mar-
ital status and educational level of re-
spondents, and section two that measured 
knowledge and impact of social market-
ing interventions on HIV/AIDS and con-
structs based on the Theory of Planned 
Behaviour, namely attitude, intention, 
self-efficacy, normative belief, response ef-
ficacy and behaviour. A convenience strat-
ified sampling technique was employed to 
ensure that each population element [ur-
ban, rural, male and female respondents] 
is represented (Gunnar, 2000).

The questionnaire was translated into the 
local Ghanaian language to enhance un-
derstanding and cooperation. This was 
based on the five-step process for trans-
lating survey questionnaires by Forsyth 
et al. (2006), which included translation, 
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review, initial adjudication, cognitive in-
terview pretesting and final review and 
adjudication. The aim of the study was 
explained to the respondents, and they 
were assured that their anonymity and 
confidentiality would be respected. The 
questionnaire was administered face-to-
face to respondents in the Fanteakwa and 
Agormanya districts in Ghana. In all, 
600 respondents were contacted but 481 
co-operated, representing an 80.2% re-
sponse rate. Giving the sensitive nature of 
the research topic, this method was con-
sidered more suitable in obtaining a good 
response rate. 

Descriptive statistics such as mean and 
standard deviation, correlation, one-sam-
ple t-test and analysis of variance (ANO-
VA) were employed to analyse the data. 
ANOVA was carried to compare the sig-
nificant difference between the means of 
populations of respondents. With the 
ANOVA technique, a sign value great-
er than 0.05 was examined for the mean 
difference, whereas the sign value of 0.05 
or less shows the significance of differenc-
es between the different categories of the 
respondents. In this case, post hoc pro-
cedures such as Duncan’s multiple range 
test was used to identify the pair or pairs 
of groups where the mean are significant-
ly different (Garee, 1997). To evaluate 
how different groups differ, the mean of 
each group was used and the group mean 

helped to determine on average, the views 
of all groups.

Analyses of Results and 
Discussion

Knowledge and Impact of Social Market-
ing Interventions on HIV/AIDS

The result indicates that 98.1% of the re-
spondents have seen or heard social mar-
keting interventions (SMI) on HIV/AIDS 
of which 72.8% have seen or heard SMI on 
HIV/AIDS for more than five years. This 
is consistent with reports by GAC, 2010; 
NACP, 2006; and Niblett (2005). On im-
pact of SMI, the result shows that majority 
of respondents-over 57 %, agree that they 
no longer engage in unprotected sex, 61.5 
% have started using condoms, whilst 
75% have restricted sex to one partner, and 
98% claim to have stopped sharing blades 
and needles with others.  The majority of 
respondents however, disagree that they 
have gone for HIV/AIDS test (51.8%) or 
abstained from sex (91.6%). A t-test result 
in table 1 however, shows that there is a 
statistically significant difference (t (473) 
=5.590, p< 0.001) between males and fe-
male on whether or not they have tested  
for HIV/AIDS. On the average, women 
are more likely to agree that they know 
their HIV status (mean=2.63) than men 
are (mean=3.59). 

Table 1: Male and Female and whether they have gone for HIV/AIDS 
Test

Gender N Mean T-test Df Sig.

Male 234 3.5983 5.590 473 0.001*

Female 241 2.6390

*Significant Level= P< 0.05
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The author concludes that SMI pro-
grammes designed to influence Ghanaians 
to go for HIV testing or abstain from sex 
have generally not been effective. This is 
consistent with Strand et al. (2004) who 
conclude that social marketers are good at 
delivering ideas, creating awareness and 
positive attitudes and developing brand-
ing and positioning. However, there is 
a huge disconnect in converting that in-
creased awareness and attitude change into 
behaviour change.

The Subjective Norm, Attitude, 
Perceived Control, Intention,and 
Behavioural Performance of 
respondents.

On normative belief of respondents, the 
result shows that only 35.5% of the re-

spondents agree that a woman who is seen 
buying or carrying condom will not have 
a good image in the society. The result of 
the t-test in table 2 shows that there is a 
statistically significant difference (t (479) 
= -4.628, P< 0.001) between rural and 
urban respondents and their perceptions 
toward a woman who is seen buying or 
carrying condom. On average, rural re-
spondents are to some extent more likely 
to agree that a woman who is seen buying 
or carrying condoms is promiscuous in so-
ciety (mean=2.62) than their urban coun-
terparts who are more likely to disagree 
with the statement (mean=3.36).  

Table 2: Location of Respondents and their views on Women seen Buying or Carry-
ing Condom

Location of Respondents N Mean T-test Df Sig.

Male 132 2.6212 -4.6228 479 0.001*

Female 347 3.3582

*Significant Level= P< 0.05

Few of the respondents (36.6%) agree that 
buying condom is still an embarrassing 
experience these days. In table 3, the t-test 
result shows that there is a statistical-
ly significant difference (t (479) =6.030, 
P<0.001) between genders and their at-
titude towards buying condom (wheth-
er they do or do not see it as an embar-
rassing experience). On average, men are 
more likely to disagree with the statement 
(mean 3.77) than women who are more 
likely to be neutral with the statement 
(mean=2.86). This is due to the normative 

restrictions on women in Ghana which 
prevent them from engaging in certain 
activities (e.g., buying condom). This is 
consistent with Wight et al. (1998) who 
posit that perceptions and self-efficacy to 
use condom between men and women can 
vary because in the case of condom use, the 
behaviour is not under the woman’s direct 
control.
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Table 3: Gender and their Perceptions on Buying Condom
Gender N Mean T-test Df Sig.
Male 237 3.7722 6.030 479 0.001*
Female 244 2.8648
*Significant Level= P<0.05

Majority of the respondents (90.2%) agree 
that most of the people who are impor-
tant to them think that using condom, 
abstinence, keeping to one sexual partner 
or going for HIV test are proper ways of 
protecting themselves against HIV/AIDS. 
This suggests that respondents’ perceived/
group norm favours social marketing rec-
ommendations on HIV/AIDS in Ghana. 
To further understand the subjective 

norms of respondents, the following hy-
pothesis is tested.

Hypothesis 1: there will be no significant dif-
ference between age groups of respondents and 
their subjective norms. An ANOVA result in 
table 4 shows that there is no statistically 
significant difference (F=1.014, p>0.386) 
between respondents age groups and their 
subjective norms on condom usage, absti-
nence, and keeping to one sexual partner 
or going for HIV/AIDS tests.

Table 4: Age Group of Respondents and Subjective Norms
Age Mean SD F ratio Sig.
18-24  1.7123 0.70426 1.014 0.386
25-30 1.5951 0.75062
31-40 1.6983 0.74856
41-50 1.7500 0.69413
Total 1.6736 0.72995
*Significant Level= P< 0.05

The author concludes that Ghanaians, 
irrespective of their age groups, have the 
same subjective norms on HIV protec-
tive behaviours. This is not consistent 
with findings of Mathieson et al., (2001), 
Honold (2000) and Brigman and Cherry, 
(2002) who contend that age increases the 
effect of subjective norms because older 
workers have a greater need for affiliation.  
However, a correlation result in table 5 
discloses that there is a statistically sig-
nificant relationship (r=.140, P<0.002) 
between respondents’ subjective norms 
concerning social marketing recommen-
dations on HIV/AIDS and their intentions 

to adopt the recommendations.  This is in 
tandem with the findings of Montano and 
Kasprzyk (2008) and Fisbein and Cappella  
(2006).
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Table 5: Correlations between Intention to Perform HIV-Protec-
tive Behaviour and Subjective Norms.

Subjective Norms Intention

Subjective 
Norms

Correlation Coefficient 1 .140**
Sig. (2-tailed) .002*

Intention
Correlation Coefficient .140** 1

Sig. (2-tailed) .002*
*Correlation is significant at the 0.01 level (2-tailed).

On self-efficacy of the respondents, the re-
sult shows that only 26.4% of the respond-
ents agree that they are able to use condom 
without difficulty to prevent new HIV/
AIDS infection. To further understand the 
self efficacy of respondents, the following 
hypothesis is tested. Hypothesis 2: there 
will be no relationship between respond-
ents’ intentions to perform HIV-protec-
tive behaviours and their self-efficacy with 
respect to performing the behaviour. In 
table 6, the result shows that there is a sta-
tistically significant relationship (r=-.167, 
P<0.001) between respondents’ intention 
of buying/using condoms and their abil-

ity to use condom (self efficacy). The re-
lationship is negative, so we can say that 
as the intention of respondents not to use 
condoms increases, there is the tendency 
that they have less ability to use condoms.  
In other words, the more the respondents 
improve their ability to use condoms, the 
less they will form an intention not to buy 
or use condoms. This is consistent with 
Bandura (1989) and Fishbein and Cap-
pella (2006) who conclude that  a person’s 
self-efficacy for a given behaviour dramat-
ically affects their intention (self-motiva-
tion) for performing that behaviour. 

Table 6: Correlations between Intentions to Perform HIV-protective Be-
haviours and Self-efficacy

Subjective Norms Intention

Subjective Norms
Correlation Coefficient 1 -.167**
Sig. (2-tailed) .001*

Intention
Correlation Coefficient -.167** 1

Sig. (2-tailed) .001*
  *Correlation is significant at the 0.01 level (2-tailed).

The author asserts that SMI programmes 
need to be put in place to educate Ghana-
ians on how they could properly use con-
doms to protect themselves against HIV/
AIDS. The author posits that once re-
spondents do not know how to use a con-
dom, it is more likely they will not use 
condoms. This resonates with the research 

by Lin et al. (2005) and Steers et al. (1996). 
The result suggests that all respondents 
irrespective of their age groups have the 
same perceived behavioural control when 
it comes to condom usage. This is not 
consistent with findings of (Mathieson et 
al., 2001; Morris and Venkatesh, 2000; 
Brigman and Cherry, 2002). On response 



64

African Journal of Management Research (AJMR)

Tweneboah-KoduahUsing the Theory of Planned Behaviour

efficacy of the respondents, the result in 
table 7 reveals that 55.8% of the respond-
ents do not believe in condom as a means 

of protecting themselves from HIV/AIDS 
infection. 

Table 7: Response Efficacy on Condom Use to Preventing HIV/
AIDS.
Level of Agreement No. %
Strongly Agree 154 32
Agree 48 10
Neutral 11 2.3
Disagree 172 35.8
Strongly Disagree 96 20.0
Total 481 100

To better understand the response efficacy 
of the respondents, the following hypoth-
esis is tested. Hypothesis 3: there will be no 
relationship between respondents’ performance 
of HIV-protective behaviour and their response 
efficacy towards interventions on the pandemic. 
A correlation results in table 8 reveals that 
there is a statistically significant relation-
ship (r=-.129, P<0.005) between respond-
ents’ belief in condom use as a measure of 
protecting oneself against new HIV/AIDS 
infection and their action to use condoms. 
The relationship is negative, so the author 
concludes that as belief in condom use de-

creases, condom use could increase. This 
means that respondents use condoms for 
reasons that might not relate to the effica-
cy of condom as a means of avoiding HIV/
AIDS new infection. Sometimes respond-
ents may use condoms to satisfy their sex-
ual partners who demand the use of con-
dom. This is consistent with Laraque, et al. 
(1997) who assert that condom use among 
Central Harlem youth was motivated by 
the perceived value of condoms to avoid 
pregnancy, as well as avoidance of HIV/
AIDS, but the strongest motivation was 
avoiding pregnancy.

Table 8: Correlations between Performance of HIV-Protective Behaviour and Response 
Efficacy.

Response 
Efficacy

Behavioural 
Performance

Response Efficacy
Correlation Coefficient 1 -.129**
Sig. (2-tailed) .005*

Behavioural Performance
Correlation Coefficient -.129** 1
Sig. (2-tailed) .005*

*Correlation is significant at the 0.01 level (2-tailed).

On intention to perform HIV/AIDS pro-
tective behaviour(s), the result indicates 
that majority of the respondents (80.6%) 
have formed an intention to protect them-
selves against HIV/AIDS. Specifically, 
57.1% said they have formed an inten-

tion to go for HIV testing, 69.2% have 
the intention to buy or use condoms, and 
92.1% have formed an intention to keep 
to one sexual partner to protect themselves 
against HIV/AIDS. On behavioural per-
formance, the research found that 81.5% 
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of the respondents in the last 6 months 
have kept to one sexual partner to protect 
themselves against HIV/AIDS. Howev-
er, in the last 6 months, majority of the 
respondents (81.3%) have not gone for 
HIV/AIDS testing. The result in table 9 
shows a statistically significant difference 
(F=14.270, P<0.001) between respond-
ents’ marital status and their action to 

use condom to protect themselves against 
HIV/AIDS. On average, the respondents 
who are in co-habitation (mean=1.33, 
SD=0.577) and single (mean=2.08, 
SD=1.529) are more likely to use con-
doms than their counterparts who are 
married (mean=3.26, SD=1.852), Di-
vorced (mean=3.08, SD=1.891), widowed 
(mean=3.00, SD=1.633).

Table 9: Respondents’ Marital Status and Action to Use Condom
Marital Status Mean SD F ratio Sig.
Single 2.0848 1.52907 14.270 0.001*
Married 3.2632 1.85155
 Divorced 3.0769 1.89128
Widowed 3.0000 1.63299
Co-habitation 1.3333 0.57735
Total 2.6863 1.79325
*Significant Level=P<0.05

To ascertain the relationship between be-
haviour and intention, the following hy-
pothesis is tested. Hypothesis 4: there will be 
no relationship between respondents’ HIV-pro-
tective behaviour performance and their inten-
tion to perform the behaviour. In Table 10a, 
the result shows that there is a statisti-
cally significant relationship (r=.317, P< 
0.001) between respondents intention to 

test for HIV/AIDS to know their status 
and their action in the last six months to 
test for HIV/AIDS. Since the relationship 
is positive, we can conclude that as inten-
tion to test for HIV/AIDS increases, there 
is the likelihood that the respondents will 
go for HIV/AIDS test to know their sta-
tus.

Table 10a: Correlations between Performance of HIV-Protective Behaviour and 
Intention

Intention Behavioural 
Performance

Intention
Correlation Coefficient 1 .317**
Sig. (2-tailed) .000*

Behavioural Performance
Correlation Coefficient .317** 1
Sig. (2-tailed) .000*

* Correlation is significant at the 0.01 level (2-tailed).

As indicated in Table 10b, the correla-
tion result under hypothesis 4 also reveals 
that there is a statistically significant 
(r=.502, P<0.001) relationship between 
respondents’ intention to keep to one sex-

ual partner to protect themselves against 
HIV/AIDS and their actions in the last 
six months to keep to one sexual partner. 
Since the relationship is positive, it can be 
concluded that as intention of respondents 
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to keep to one sexual partner increases, 
there is some tendency that respondents 
are more likely to take action to keep to 
one sexual partner. This finding is con-

sistent with research by Fishbein and Cap-
pella (2006) and Montano and Kasprzyk 
(2008).

Table 10b: Correlations between Performance of HIV-Protective Behaviour and Intention

Intention Behavioural 
Performance 

Intention
Correlation Coefficient 1 .502**
Sig. (2-tailed) .000*

Behavioural Perfor-
mance

Correlation Coefficient .502** 1
Sig. (2-tailed) .000*

*Correlation is significant at the 0.01 level (2-tailed).

Theoretical and Managerial Implications

The study found all the TPB constructs 
in the literature applicable to the Ghana-
ian situation except the relationship be-
tween perceived behavioural control and 
subjective norm. The results found that 
all respondents, irrespective of their age 
groups, have the same perceived behav-
ioural control and subjective norm to 
HIV/AIDS protective behaviours. The 
implementers of SMI programmes on 
HIV/AIDS in Ghana should ascertain why 
most Ghanaians have not taken action to 
know their HIV status. This can be done 
by utilising the TPB to design SMI pro-
grammes on HIV/AIDS to convert in-
creased awareness and attitude change 
into behaviour change. Social marketing 
intervention programmes should be used 
to influence Ghanaians in general and 
Ghanaian men in particular to know their 
HIV/AIDS status. Even though major-
ity of the respondents no longer engage 
in unprotected sex by using condoms to 
protect themselves, restricted sex to one 
partner, and have stopped sharing blades 
and needles with others, majority have not 

gone for HIV/AIDS testing and have not 
abstained from sex. Therefore, it is rec-
ommended that interventions should be 
designed to influence Ghanaians to know 
their HIV status and influence the youth 
who are not yet married to abstain from 
sex. Though the normative beliefs of the 
respondents favour most HIV/AIDS pro-
tective behaviours, they have not formed 
intentions to perform some of them. This 
is due to the fact that the respondents do 
not have the skills and abilities to perform 
some HIV/AIDS recommended behav-
iours. There could also be some environ-
mental factors preventing the respond-
ents from forming intentions to perform 
HIV/AIDS recommended behaviours. 
The study recommends that social mar-
keting intervention programmes on AIDS 
be designed to educate Ghanaians on the 
performances of HIV/AIDS recommend-
ed behaviours. Future research should 
moderate environmental factors between 
normative beliefs and intention to under-
stand the environmental factors that could 
prevent Ghanaians to form intentions to 
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perform HIV recommended behaviours. 
The implementers of interventions on 
HIV/AIDS in Ghana should design SMI 
programmes targeted at rural dwellers to 
change their negative perceptions on HIV/
AID preventive related behaviours. Final-
ly, SMI programmes should be designed 
to demonstrate the proper use of condoms 
(both male and female) to Ghanaians and,  
particularly, influence woman to change 
their attitudes towards HIV/AIDS pro-
tective behaviours. This could be done 

by changing the normative beliefs of the 
population that restrict women from en-
gaging in some HIV/AIDS protective be-
haviours. This study is limited to respond-
ents within the 18-49 years age group at 
only two districts in the Eastern Region 
of Ghana. Therefore, a nationwide survey 
should be conducted in the future to ob-
tain information from Ghanaians in the 
various Regional, Municipal and District 
Assemblies. 
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Unravelling the Causes of Small and 
Medium-sized Enterprises’  (SMEs’) 
Failure in the Akure Metropolis and 
Adjoining Communities of Ondo State, 
Nigeria

Abstract
Several years of observation has revealed that some 
enterprises in the Akure Metropolis and the adjoining 
communities of Ondo State, Nigeria, opened shop 
but only to fade away into the oblivion some few 
years thereafter. 75 ex-owners/managers of these 
defunct businesses were purposively targeted 
and surveyed to find out the reasons that may be 
responsible for this observed phenomenon. The 
primary data collected through the administration 
of structured questionnaires on the respondent 
ex-owners/managers were descriptively and 
inferentially analysed. The results of the chi-square 
(χ2) non-parametric test of association showed 
that paucity of resources, stringent government 
policies, inadequate infrastructure, non-usage of 
ICT equipment and software/inaccessibility to the 
internet and lack of R & D efforts and comparative 
optimism are the factors that contributed to 
the failure of these SMEs in the study area.  
Recommendations were made as to how these 
factors can be ameliorated for a better survival rate 
of SMEs in the study area.
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1.0 INTRODUCTION

The importance of small and medi-
um-sized enterprises (SMEs) to economies 
around the world is well documented.  
Visser et al. (2005) for instance, submitted 
that the SMES can improve revenue gen-
eration, reduce unemployment and allevi-
ate poverty thereby improving the quality 
of lives.  In a similar vein, Bradley and 
Cowdery (2004) put it that small busi-
nesses play a key role in the health of the 
economy by providing employment and 
job growth.  Furthermore, they informed 
that in the US, small firms of 500 employ-
ees or less employ about half the private 
workforce and provide 44.3 percent of to-
tal salaries.  In the European Union, more 
than 99 percent of the existing firms are 
SMEs standing for two-thirds of all em-
ployment and accounting for 60 percent 
of value (Arasti et al., 2012) addition in 
the union.  Apart from their employment 
generation and poverty reduction poten-
tials, they also promote innovation, put 
business ideas into practice, foster regional 
economic integration and maintain social 
stability (ENSR, 2003).

But in spite of this significance, SMEs’ 
existence is more often than not constant-
ly threatened by forces in their locales of 
operation.  Perhaps some statistics may 
highlight the dire nature of the situation.  
In Canada, 23 percent of firms are like-
ly to exit during their first year of oper-
ation (Balwin et al., 2000).  In Australia, 
the SME failure rate is reported to be as 
high as 23 percent (Watson, 2003).  In the 
US, about half of the 20 to 30 percent new 
businesses that make it past their inaugu-
ral year of operation will survive beyond 
the fifth year anniversary (Holland, 1998).  

The story may not be any different in the 
developing countries of the world.

From the foregoing, it can be inferred 
that business failure as a phenomenon has 
a universal dimension.  This observation 
seems to be confirmed by Ahmed and Seet 
(2009) who submitted that irrespective 
of country, SMEs face common problems 
which impair both their performance and 
survival rate.  It follows therefore, that 
businesses in Nigeria and its constituent 
communities may not be immune to in-
cidents of failure.  A cursory look at the 
business environment in Akure, Ondo 
State, Nigeria may validate this hunch be-
cause many SMEs in this area have folded 
up shortly after being founded.  The raison 
d’etre of this study, therefore, is to iden-
tify the causes of the mortalities of these 
businesses and make recommendations as 
appropriate.

This micro-level study is spatially situated 
in Akure and its adjoining communities.  
A micro-level study in this instance is pre-
ferred over a macro-level study because the 
latter would be on Nigeria, a highly het-
erogeneous country in terms of language, 
religion, culture and possibly business 
orientation.  For this reason, a study that 
focuses on the country in a macro context 
may unwittingly obscure the peculiarities 
of its constituent communities.  This sit-
uation has been aptly commented on by 
Lee et al. (2007) when they put it that 
phenomena such as entrepreneurial failure 
and levels of entrepreneurial activity can-
not be aggregated and generalised across 
contexts but instead, different regional 
areas need to be considered. Cardon et al. 
(2009), echoing a similar theme, submit-
ted that aggregation and generalisation 
across contexts even across “rural” or “ur-
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ban” should not be encouraged.  Thus, this 
study adopts a micro-level study approach 
in order to side-step the aggregation and 
generalisation flaws that may be inherent 
in previous studies on this topic regarding 
the country (Nigeria).

2.0  REVIEW OF RELEVANT 
LITERATURE

The literature review section is divided 
into conceptual framework and theoretical 
review sub-sections.

2.1 CONCEPTUAL FRAMEWORK

Failure

Figure 1: Conceptual Framework of Causes of SMEs’ Failure

Source: Adapted from Pretorius M. (2008).” Critical Variables of Business Failure:
A Review and Classification Framework”, SAJEMS NS 11, No. 4, pp. 408-430

Figure 1 presents a schema of the main 
themes and sub-themes of business failure. 
In the Figure, the left cells show the main 
themes of failure. The main themes com-

prise 4 causes of business failure, namely: 
financial causes (resources and opportuni-
ties), structural causes (venture life cycle 
and liabilities metaphors), internal and 
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external causes (multiple origins) and hu-
man causes. The sub-themes under the 
main themes of failure appear in the centre 
cells. All the items in the centre cells may 
individually or in concert with others cul-
minate in a phenomenon called business 
failure as indicated in the right cell.   

2.2 THEORETICAL REVIEW

Any attempt to define SMEs in a global 
context using size, turnover and scale of 
operation can be very challenging.  This 
can be made easier and clearer though 
when done on a nation by nation basis. 
Onugu (2005) defined it in Nigeria as 
organisations with total cost including 
working capital but excluding cost of land 
between 10m Naira and 300m Naira and/
or a workforce between eleven (11) and two 
hundred (200) full time staff and/or with a 
turnover of between 10m Naira  and 20m 
Naira per year.  Udechukwu (2003) in his 
own case saw SMEs as organisations with a 
labour size of eleven (11) to three hundred 
(300) or a total cost of between 1.51m 
Naira and 200m Naira including working 
capital but excluding cost of land.   In the 
European Union, the Welsh Government 
(2009) asserted that the European Com-
mission defined SMEs as organisations 
with a headcount of between less than 50 
and less than 250, and either annual turn-
over or balance sheet not exceeding 2bln 
Naira or either annual turnover not more 
than 10bln Naira and/or a balance sheet 
total (fixed assets plus current assets) not 
exceeding 9bln Naira. As for the US, the 
United States International Trade Com-
mission (2010) described SMEs in the ex-
porting sector of the country as firms hav-
ing less than 500 employees and a revenue 
of less than or equal to1bln Naira.

Conceptually, there is no universally ac-
cepted definition of the point in time when 
an organisation can be said to have closed 
or failed (Nemaenzhe, 2010).  Altman and 
Narayanan (1997) have observed that de-
pending on the inclination of the research-
er or on the local conditions, the definition 
of failure may vary.  They further gave ex-
amples of what might be viewed as failure 
as bankruptcy filing by a company, bond 
default, delisting of a company, and gov-
ernment intervention via special financing 
and liquidation. Arasti (2011) saw busi-
ness failure as when a firm becomes un-
healthy or deteriorates to the point where 
it is in danger of suffering business failure 
when it loses its competence to maintain 
profit and financial solvency. Pretorius 
(2009) put it that a venture fails when it 
involuntarily becomes unable to attract 
new debt or equity funding to reverse de-
cline, consequently becoming unable to 
operate under the current ownership and 
management. Nemaenzhe (2010), with a 
tone of finality, defined business failure as 
any small business in which the owner has 
lost control or the business is no longer 
commercially viable, resulting in the 
small business physical structure/assets 
voluntarily or involuntarily closing down 
or being disposed off and the small busi-
ness ceasing to operate or transact.  

When the issue of business failure is dis-
cussed, perhaps the slight difference be-
tween this concept and a closely related 
one of bankruptcy should be mentioned.  
This is because some authors use these two 
concepts interchangeably. Not all cases of 
bankruptcy would end up being failures.  
For instance, bankruptcy in the US is a 
process that allows businesses to satisfy 
their debt to creditors while providing the 
debtor with opportunity for a clean slate 
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to start over (Bradley & Cowdery, 2004).  
According to the two authors, there are 
basically three types of bankruptcy filing.  
The first type is chapter 7 filing, which 
involves the liquidation of company prop-
erty and assets to pay debts owed to credi-
tors.  The second type is chapter 11 filing,  
which has to do with the reorganisation 
of finances with the purpose of paying off 
debtors and the continued operation of 
the business after the bankruptcy is com-
plete. The third type is chapter 13 filing,  
which uses the same reorganisation prin-
ciples as in chapter 11 but involves small 
businesses with less than $100,000.00 in 
unsecured debts.  So, apart from chapter 7 
which may eventually lead to liquidation, 
chapters 11 and 13 allow for a reorganisa-
tion of a failing enterprise.

According to Pretorius (2008), there are 
four main themes of business failure. 
These are: financial (resources and op-
portunities), structural (venture life cycle 
and liabilities metaphors), internal and 
external (multiple origins of failure) and 
human causes of failure. Under the first 
main theme (the resources and opportu-
nities perspective), three sub-themes are 
discussed in literature.  These are the re-
source-dependence theory, resource-based 
theory and absence of opportunities the-
ory.  Considering the resource-depend-
ence theory, Nieman (2006) put it that 
organisations survive by acquiring and 
maintaining resources.  Therefore, firms 
may fail if they exhaust their resources as 
resources are acutely needed during the 
critical growth stage of firms.  Brush et 
al. (1997) submitted that additional re-
sources are necessary to sustain ventures in 
this stage and a lack of additional resourc-
es may cause ventures to fail during this 
stage due to what is generally known as 

“over trading” i.e. a situation whereby the 
resources needed are put under pressure as 
the growth of the enterprises outstrips the 
resources that are available to support such 
growth.  Concerning resource-based theo-
ry, Wu (2006) put it that if firms cannot 
obtain the proper mix of resources, they 
will eventually fail.  This is because the 
inability of businesses to combine and de-
ploy resources properly may make them to 
lose competitive advantage (Runyan et al., 
2007).  The third sub-theme under the re-
sources and opportunity perspective high-
lights the nexus between resource availa-
bility and opportunity.

According to Nemaenzhe (2010), oppor-
tunities and resources cannot be separated, 
since the availability of resources implies 
the existence of opportunities and vice 
versa (Rwigema, 2005), it, therefore, fol-
lows that resources are vital to capturing 
and sustaining opportunities and opportu-
nities are also vital to sustaining resources 
(Michael & Combs, 2008).  So, resources 
must always be available to capture and 
retain the existing opportunity while op-
portunity must always exist for yielding 
profits which would be used for refinanc-
ing and keeping the venture afloat (Mi-
chael & Combs, 2008).

 The second main theme of causes of busi-
ness failure is the venture life cycle and li-
abilities of age/size metaphors perspective 
of failure. This theme also has origins in 
the organisational ecology (OE) perspec-
tive.  Venture life cycle metaphor suggests 
that business organisations, just like hu-
mans, eventually succumb to mortality 
i.e. the life of an organisation consists of a 
series of different stages: it is born, grows, 
matures, ages and dies (Wickham, 2006).  
These stages are supposed to be preor-
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dained and the changes that take place 
are unavoidable and irrevocable. There 
are about four types of the liability of age/
size metaphors.  These are liability of age, 
liability of adolescence, liability of senes-
cence and liability of smallness metaphors.  

The liability of age metaphor argues that 
failure rates are highest in the early years 
after businesses are founded and decline as 
they age (Cressy, 2006).  The reason being 
that younger ventures have less experience 
in marketing, finance, managing, control 
and leadership.  Statistically, it is believed 
that a 1 percentage point change in age 
leads to a 13 percentage point change in 
the probability of survival (Nemaenzhe, 
2010).  The liability of adolescence meta-
phor states that failure rates among firms 
rise with age until slack resources acquired 
initially are depleted, thereafter, failure 
rate declines with further increase in age 
(Henderson, 1999).

Liability of senescence metaphor argues 
that firms, due to internal complacency, 
may become misaligned with the exter-
nal environment and may, therefore, fail 
due to what has been referred to as the 
“hardening of the arteries” or “ossifica-
tion”. A phenomenon that may accompa-
ny the “hardening of the arteries” is that 
due to misalignments with the external 
environment, older businesses may be-
come disinclined to get engaged in in-
tensive R&D, thus hampering their level 
of innovativeness in the areas of processes 
and products. This may make them to be 
highly susceptible to being displaced by 
more aggressive businesses in the same in-
dustry who engage in active R & D. The 
liability of smallness metaphor predicts 
that small ventures have difficulty in at-
tracting resources such as financial capital 

and human capital (qualified personnel) 
when compared to large firms because 
prospective qualified personnel view them 
as not having growth prospects or career 
development opportunities.  Statistically, 
a 1 percentage point change in firm size 
leads to a 7 percentage point change in 
the probability of survival (Nemaenzhe, 
2010).

The third main theme of business fail-
ure is multiple origins or causes as a per-
spective of business failure. This theme 
argues that the origins of failure can be 
traced to management problems, inter-
nal organisational environment issues and 
external business environment problems.  
According to Shepherd et al. (2009), the 
interactions between these three result 
in inefficiencies between resources and 
opportunities that ultimately lead to the 
failure of small businesses. According to  
Nemaenzhe(2010), internal organisation-
al issues have to do with wrong choice of 
location and barriers to entry in the sense 
that if post-entry profits are lower than 
entry costs, then the businesses may fail 
and also, it concerns the issue of improp-
er franchise prototype structure in which 
businesses may deviate from the original 
idea on which they were conceived.

Environmental macro problems are prob-
lems that may arise from external sourc-
es. Seshadri (2007) submitted that small 
business failure may originate from a 
disharmony between the ventures’ goals 
and their environment. This puts consid-
erable constraint on the day-to-day deci-
sion-making processes of the ventures.  

This view is also echoed in the industri-
al organisation (IO) and OE perspectives 
of failure.  Specifically, these perspectives 
hold that since organisations are embed-
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ded in their environments, therefore, ex-
ternal factors have more explanatory pow-
er than firm level factors.  For instance, 
under IO the perspective, external shocks 
which may be of technological, regulatory, 
economic or demographic origin (Scott, 
1992) may be responsible. Perhaps, more 
should be said about the importance of 
technology as a factor that can influence 
whether a venture can be successful or not 
in these days of increased competition and 
opportunities in expanded markets which 
are brought about by globalisation. Tech-
nology as a factor features in the failure 
equation of the firm.

How it contributes to failure depends to a 
large extent on how readily the organisa-
tion is willing to embrace it or not. With 
SMEs, the technology type that is more 
relevant to their operation is information 
and communications technologies (ICT). 
Broadly speaking, “ICT are technologies 
dedicated to information storage, pro-
cessing and communication” (Rao, 2004). 
These technologies include “ products and 
services such as desktop computers, lap-
tops, hand held devices, wired or wireless 
intranet, business productivity software 
such as editor and spreadsheet, enterprise 
software, data storage and network secu-
rity among others” (Ashrafi & Murtaza, 
2008). From this definition, it can easily 
be deduced that ICT adoption by SMEs 
can be internal efficiency-enhancing (On-
gori and Migiro, 2010). Also, adoption 
may facilitate the speed and extent by 
which information about firms’ products 
reach consumers in neighbouring and dis-
tant markets (Ramsey et al.,2003;  Ongori 
& Migiro, 2010), thereby, boosting SMEs’ 
market shares, competitive edge (Ramsey 
et al., 2003), profitability and longevity 
(Rasmussen, 1997). However, Kuyoro et 

al. (2013) have submitted that the pace 
at which SMEs in developing countries 
adopt ICT is very slow. Some of the cul-
prits they see as responsible for this are: 
poor communication infrastructure, lim-
ited ICT literacy among employees and 
employers, inability to integrate ICT 
into business processes, high costs of ICT 
equipment, legal and regulatory issues 
and poor understanding of the dynamics 
of the knowledge economy.

As for the OE perspective, four factors de-
termine the chances of success or failure 
of organisations.  These are population 
density (see Peterson & Koput, 1991), in-
dustry life cycle (see Agarwal et al., 2002)
(also discussed under venture life cycle 
and the liability metaphors themes), age 
and failure (see Swaminathan, 1996) (also 
discussed under venture life cycle and the 
liability metaphors themes), size and fail-
ure (see Aldrich & Auster,1986) (also dis-
cussed under venture life cycle and liabili-
ty metaphors themes). Contrary to the IO 
and OE perspectives (which view the su-
premacy of the external environment fac-
tors above all in determining the success 
or failure of organisations irrespective of 
the competence of management), the or-
ganisation studies (OS) and organisation-
al psychology (OP) perspectives of failure 
take the position that who makes the de-
cision, as to how organisations are run, is 
more important than the external environ-
ment (see Hambrick et al.,1996; a similar 
theme is discussed under multiple origins 
or causes perspective of business failure).

The fourth main theme of business failure 
is human causes of business failure. This 
theme involves management issues (lack 
of skills and capabilities) and inappropri-
ate characteristics of business owners/man-
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agers. Management may perform poorly 
and sub-optimally due to lack of skills and 
capabilities as a result of poor education, 
knowledge and experience with negative 
ramifications on marketing, financial and 
personnel issues. Arasti et al. (2012) have 
submitted that insufficient and inappro-
priate skills of management and expertise 
in limited areas may cause business failure. 
Baldwin et al. (1997) are of the view that 
managerial experience and sound financial 
management are critical elements that de-
termine whether or not a firm would fail. 
Gaskill et al. (1993) identified aspects of 
poor management that may eventually 
lead to failure as poor financial circum-
stances, inadequate accounting records, 
limited access to necessary information 
and lack of managerial advice. 

 An example of inappropriate character-
istics of business owners/managers is en-
trepreneurial cognition. This has to do 
with the way entrepreneurs think and 
behave (Ucbasaran et al.,2010). They also 
submitted that entrepreneurial cognition 
emphasises the use of heuristics and bi-
ases by entrepreneurs. Furthermore, they 
said that heuristics in its own case refers 
to simplifying and time-saving strategies 
that individuals use to make decisions 
which may engender over-confidence or 
over-optimism or comparative optimism 
which may lead to failure. 

Another example of inappropriate behav-
iour of owners/managers which can lead to 
failure is their averseness to seeking and 
accepting professional advice (Ooghe & 
De Prijcker, 2008).

3.0 METHODOLOGY

This study is spatially situated in Akure, 
the capital city of Ondo State, Nigeria.  
Akure is located on latitude 7.250 North 
and longitude 5.190 East (Fadamiro, 2013; 
Akure Maps, ND).  Ondo State is indus-
trially poor and largely rural. Agriculture 
is well-practiced in the state. However, 
Akure, being the capital has, since the 
creation of the state in 1976, witnessed 
an influx of state and federal civil servants 
and Entrepreneurs.  These Entrepreneurs 
migrated to the capital probably because 
they spotted opportunities in catering to 
the demands for goods and services by 
these resident civil servants.  Regrettably 
though, many of them have closed shops.

3.1 DATA REQUIREMENTS  

The ex-owners/managers of some failed 
businesses with sizes of between 1-300 
employees, in the Akure metropolis and 
the adjoining communities, were purpo-
sively targeted in the sense that they were 
sought out and interviewed with the aid 
of structured questionnaires and free dis-
cussions. The main aim of doing this was 
to elicit from them the reasons why their 
businesses failed. These adjoining com-
munities are bounded by Olokuta to the 
southwest, Ibule/Ijare to the west, Oba-Ile 
to the east and Ita-Ogbolu to the north-
east.

In realisation of the fact that these ex-own-
ers/managers may be reticent about recall-
ing the unpleasant experiences associated 
with their failed businesses, the questions 
in the questionnaires were framed such 
that they (ex-owners/managers) would not 
be made to feel as if they were answering 
questions, specifically about their failed 
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businesses, but instead, they were framed 
as  to make them feel as if they were an-
swering questions about why business-
es fail generally.  In responding to these 
questions, they (respondents) were made 
to choose from two response options, 
namely: “I agree” or “I disagree”.

3.2 METHOD OF DATA ANALYSIS

Data collected on such issues as the age 
of ex-owners/managers, age of business at 
fold-up, year when business was found-
ed, size of business at inception, gender 
of ex-owners/managers, level of education 
and ethnicity of ex-owners/managers, use 
of consultancy service, ICT hardware and 
software usage and R&D efforts of SMEs 
were analysed using descriptive statistics 
such as percentages and frequencies. 

Nine (9) hypotheses were formulated in 
the null form on such issues as the qual-
ity of management/personnel, resources/
finance, government policies (regulations, 
taxes), general business environment (se-
curity, theft, competition and corruption), 
infrastructure (roads, water, power and 
telephony), personality of entrepreneurs 
(comparative optimism), location, ICT 
equipment/software usage and R&D as 
follows:

i. H
01

 = the quality of management/
personnel does not significantly af-
fect business failure in the study 
area.

ii. H
02

 = Paucity of resources (finance) 
does not significantly affect business  
failure in the study area.

iii. H
03

 = Stringent government pol-
icies (regulations, taxes) does not 

significantly affect business failure 
in the study area.

iv. H
04

 = Bad general business environ-
ment (security, theft, competition, 
corruption) does not significantly 
affect business failure in the study 
area.

v. H
05

 = Inadequacy of infrastructure 
(water, power, roads, telephony) 
does not significantly affect business 
failure in the study area.

vi. H
06

 = Personality of owners/manag-
ers of businesses (comparative opti-
mism) does not significantly affect 
business failure in the study area.

vii. H
07

 = The location of businesses 
does not significantly affect business 
failure in the study area.

viii. H
o8

 = Non-usage of ICT equipment 
such as laptops, desktops, tablets, 
and lack of internet connectivity 
does not significantly affect business  
failure in the study area.

ix. H
o9

 = Lack of R & D efforts in the 
areas of product and process inno-
vations does not significantly affect 
business failure in the study area.

The nine formulated hypotheses were test-
ed with the use of non-parametric infer-
ential statistics test of association or inde-
pendence of chi-square type.  The formula 
for chi-square is of the form:
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Where:

Εij = the expected frequency for the cell in 
the ith row and the jth column

T
i 
 = The total number of counts in the 

ith row

T
j 
= the total number of counts in the jth 

row total

N = the total number of counts in the ta-
ble, and

D. F (Degree of freedom) = (r-1) (c-1)

4.0 FINDINGS AND DISCUSSION

4.1 EX-BUSINESS OWNERS’/
MANAGERS’ AND SMEs’ 
PROFILE:

A total of 75 ex-business owners/manag-
ers were purposively surveyed with the aid 
of free discussions with respondents and 
structured questionnaires. Contrary to the 
expectations of the interviewers that the 
respondents would be restrained in an-
swering questions directed at them, the 
interviewers observed that the respond-

ents were even very willing to expatiate 
on many of the answers they provided 
in the questionnaires. Two surveys were 
conducted. One was carried out between 
January and February, 2015. In the 2015 
survey, a total of 75 ex-owners/managers 
were interviewed. Another survey was car-
ried out between May and June, 2016 to 
get information on ICT usage and R&D 
efforts among the 75 original respond-
ents. However, only 60 out of them were 
reached. Some of the ex-owners/managers 
were identified from a list made available 
to the researchers by the Ondo State Chap-
ter Chairman of the Manufacturers’ Asso-
ciation of Nigeria (MAN).  Others were 
contacted through leads given by either 
the security guards hired to protect the 
factories and equipment from vandalisa-
tion or neighbours who reside in the vi-
cinity of the de-funct enterprises.

What follows are the presentations of the 
descriptive analyses of respondents’ pro-
file.
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Table 1: Distribution of Respondents by size of 
businesses

Number Percentage
Small Scale 65 87
Medium Scale 10 13

Total 75 100

Source: Surveys 2015 and 2016

Table 1 shows that 65 or 87% of the 75 
ex-owners/managers owned/managed 
small-scale businesses with staff strength  
of between 1-70 employees  while 10 
or 13% of them owned/managed medi-
um-scale businesses with staff strength of 
between 71-300 employees.  So, the ma-
jority of the businesses were small-scale 
businesses. The average age of the enter-
prises at fold-up was 8.83 and the average 
sizes of the enterprises at inception and 
fold-up were 15 and 7 employees respec-
tively.  The average age of the respondents 
is about 46 years and are mainly of Yoruba 
ethnic extraction.

Table 2: Distribution of Respondents by wheth-
er or not they drew business plans before com-
mencement of business. 

Number Percentage
Business plan 37 49
No business plan 38 51
Total 75 100
Source: Surveys 2015 and 2016

Table 2 presents the distribution of the 
respondents based on whether or not they 
drew business plans before they started 
their ventures. 51% of the respondents 
did not draw up business plans before 
commencing their businesses while 49% 
of them did. So, the majority of the re-
spondents did not draw up business plan

Table 3: Distribution of Respondents by 
Consultancy Services usage

Number Percentage
Users 46 62
Non-users 29 38
Total 75 100
Source: Surveys 2015 and 2016

From Table 3, it can be seen that 62% of 
the respondents used consultancy services 
during lives of their businesses while 38% 
of them did not.

Table 4: Distribution of Respondents by Prior 
Business Experience

Business experience Number Percentage
Prior business Expe-
rience 47 63

No prior Business 
Experience 28 37

Total 75 100
Source: Surveys 2015 and 2016

Table 4 shows that 63% of the respond-
ents had prior business experience while 
37% of them did not.

Table 5: Distribution of Respondents by level of 
Education

Number Percentage
Post-Secondary school 
Education (M.Sc, 
B.Sc, HND and OND 
certificate Holders)

60 80

Secondary School 
Certificate 12 16

Primary School 3 4
Total 75 100
Source: Surveys 2015 and 2016

From Table 5, it could be observed that 80% 
of the respondents have post-secondary school 
education while 16% and 4% of them have 
secondary school and primary school education 
respectively. This shows that the majority of 
the ex-owners/managers are highly educated.

Table 6:  Distribution of Respondents by Gender
Number Percentage



82

African Journal of Management Research (AJMR)

Asekunowo & ObembeUnravelling The Causes Of SMEs' Failure

Male 55 73
Female 20 27
Total 75 100
Source: Surveys 2015 and 2016

 From Table 6, it can be observed that 73% 
of the respondents are males while 27% are 
females. This shows that small and medi-
um-scale entrepreneurship in the study area is 
male dominated.

Table 7:  Distribution of Respondents by 
adoption/usage

Number Percentage
Usage 6 10
Non-usage 54 90
Total 60 100
Source: Surveys 2015 and 2016

Table 7 presents the distribution of the re-
spondents by ICT adoption or usage. The Ta-
ble shows that 90% of the respondents did not 
use ICT hardware and software in the running 
of their businesses while 10% of them did. 
From this, it can be said that the majority of 
the respondents are not ICT compliant.

Table 8: Distribution of Respondents by R & D 
efforts

Number Percentage
R & D 0 0
No R & D 60 100
Total 60 100
Source: Surveys 2015 and 2016

Table 8 shows the distribution of the respond-
ents by R&D efforts of the SMEs. The Table 
shows that 100% of the SMEs did not have 
functioning R&D units.

Table 9:  Results of the Chi-Square (χ2) Tests of Association/ Independence on the  Hypotheses 
formulated

S/N HYPOTHESIS χ2 CALCULATED χ2 CRITICAL DF DECISION

1 H
01

: The quality of management per-
sonnel does not significantly affect 
business failure in the study area

0.33 3.84 1 Affirm H
01

2 H
02

: Paucity of resources (finance) does 
not significantly affect business failure 
in the study area.

13.47 3.84 1 Reject H
02

3 H
03

: Stringent government polices 
does not significantly affect business 
failure in the study area

6.49 3.84 1 Reject H
03

4 H
04

:  Bad general business environ-
ment does not significantly affect busi-
ness failure in the study area

0.92 3.84 1 Affirm H
04

5 H
05

: Inadequacy of infrastructure does 
not significantly affect business failure 
in the study area

7.13 3.84 1 Reject H
05

6 H
06

: Comparative optimism does not 
significantly affect business failure in 
the study area

6.02 3.84 1 Reject H
06

7 H
07

: Location of business does not sig-
nificantly affect business failure in the 
study area

2.13 7.82 3 Affirm H
07
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8 H
08

: Non-usage of ICT equipment, 
software and lack of internet connec-
tivity do not significantly affect busi-
ness failure in the study area.

13.42 3.84 1 Reject H
08

9 H
09

: Lack of R & D in the areas of 
products and processes do not signif-
icantly affect business failure in the 
study area.  

4.40 3.84 1 Reject H
09

Source:  Computed by Authors based on surveys (2015 and 2016).

Table 9 shows the calculated and critical 
chi-square values of the 9 postulated and 
tested hypotheses.  H

01
 must be affirmed 

in the null form, meaning that the quality 
of management of the failed ventures can-
not be considered as one of the factors that 
led to their failure.  The reasons for this 
may be that in the main, the ex-owners/
managers were highly educated, had pri-
or business experience, very matured and 
even used the services of consultants. 

The Table suggests that H
02

 must be re-
jected in the null form. This implies that 
the paucity of resources or finance is one 
of the factors that may have indeed led 
to the failure of these businesses.  Some 
of the attributes of these businesses may 
have caused them to be resource-deprived.  
Most of the enterprises were small-scale at 
inception with an average work force size 
of 15 employees.  Most of them struggled 
and utilised slack resources to make it past 
the critical first and second year anniversa-
ries. Clearly, they must have “over traded”. 
By this time their sizes were shrinking.  
The diminishing resources could not be 
augmented because the financial institu-
tions did not see them as creditworthy, so 
they were unable to exploit opportunities 
they spotted.  They then ended up going 
under at an average age of 8 and size of 7 
employees.

From Table 9, it can be seen that H
03

 
should be rejected. This means that strin-

gent government policies contributed to 
the failure of these enterprises. Extensive 
discussions with the ex-owners/manag-
ers after the filling of the questionnaires 
showed that they strongly believed that 
the issue of taxes in terms of rates and ad-
ministration probably contributed to the 
failure of their businesses. They stressed 
that not only are there duplications in the 
municipal and state levies/taxes, but that 
their rates are just too high.

The Table shows that H
04

 should be af-
firmed.  This implies that a bad general 
business environment did not contribute 
to the failure of the enterprises.  Through 
discussions with the ex-owners/managers, 
they agreed that some of their employees 
were engaged in petty theft but this be-
haviour was largely curtailed because pre-
ventive measures were put in place.  These 
measures are hiring security guards and 
searching employees at entrances at close 
of work.  They also revealed that they did 
not have to bribe government officials be-
cause being small-scale businesses; they 
were not involved with a lot of statutorily 
required paper work so there was no need 
to bribe government officials. They re-
ported also, that government did not show 
any preference by unfairly treating them 
vis-à-vis other competitors. So, competi-
tion was very fair.

From Table 9, it could be seen that H
05

 
should be rejected.  This strongly suggests 
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that inadequacy of infrastructure contrib-
uted to the failure of the businesses. In the 
questionnaire, three items were captured 
as infrastructure. These are water, roads 
and electricity. Of these three, the ex-own-
ers/managers overwhelmingly identified 
electricity as the factor that mostly con-
tributed to the failure of their businesses. 
They submitted that the high costs of pur-
chasing generators, maintaining and fue-
ling them almost totally wiped away their 
profit-margins.  To prove that irregular 
electricity supply was indeed the culprit, 
they pointed it out that they were able 
to, without incurring much costs, provide 
steady water supply for their business-
es through privately dug boreholes and 
wells. As for the roads, they submitted 
that the roads connecting their businesses 
to the major roads were quite motorable 
although they were largely untarred. 

From the Table, it can be seen that H
06 

should be affirmed.  This means that com-
parative optimism may have contributed 
to the failure of the enterprises.  The lit-
erature on this issue suggest that people 
with prior business experience tend to 
suffer more from this behavioural trait 
than people with no prior business expe-
rience. From Table 4, it can be observed 
that 62% of the ex-owners/managers had 
prior business experience while 38% did 
not. Analysis further showed that only 26 
(55%) of those with prior business experi-
ence did not use any consultancy service (a 
substantial proportion of ex-owners/man-
agers) while 21 (45%) of them did (Table 
not shown for economy of space).   With 
this, it can be seen that the majority of the 
ex-owners/managers had prior business 
experience and because of this, probably 
felt that the services of experts were not 
needed. So  many of them incautiously 

approached going into the businesses and, 
therefore, failed.

Table 9 shows that H
07

 must be affirmed.  
This means that the locations of these 
businesses did not contribute to their 
failure.  The discussions with the ex-own-
ers/managers revealed that they carried 
out some measure of advertisement cam-
paigns.  They also said that their custom-
ers and those who transacted business with 
them pretty much knew where they were 
as their businesses were neither isolated 
nor obscured by barriers, natural or man-
made.

The Table also shows that H
08

 should be 
rejected in the null form. This means that 
non-usage of ICT hardware and software 
contributed to the failure of these enter-
prises. The reason for this outcome may 
become obvious if Table 7 is considered. 
The Table reveals that the adoption of ICT 
was not very common among the ex-own-
ers/managers in that only 6 (10%) of them 
used ICT equipment and software in run-
ning their ventures. This implies that 54 
(90%) of them did not use ICT equipment 
and software in running their business-
es. When the respondents were asked to 
give the reasons why they did not use ICT 
equipment and software in the running of 
their ventures, all of them said that the 
equipment were too expensive to procure 
and that most of the employees did not 
know how to operate the equipment save 
the handsets. Some of the ex-owners/man-
agers even confessed to, albeit to a lesser 
degree, their ignorance of how to operate 
ICT equipment and software. These find-
ings corroborate some of the submissions 
of Akpan-Obong (2007) and Ihua (2009) 
that the factors militating against the 
adoption of ICT by SMEs in Nigeria are: 
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electricity constraints, cultural factors, 
lack of skills and training, lack of funds, 
lack of awareness among the owners/man-
agers, cost of implementation, corruption, 
lack of infrastructural facilities and lack 
of governmental policies that support the 
adoption of ICT by SMEs.

However, the ex-owners/managers admit-
ted to knowing, maybe due to their high 
levels of educational attainments, the gains 
derivable from adopting ICT equipment 
and software such as improved internal ef-
ficiency which, according to Ongori and 
Migoro (2009, p.99), “ include improved 
knowledge management, access to robust 
business information, efficient adminis-
tration, control and accountability” all of 
which may be competitive advantage-in-
ducing. Another potential gain was also 
mentioned by the respondent ex-owners/
managers and that is derivable through 
the ability of the ventures to reach more 
consumers in the neighbouring and dis-
tant markets. This, coupled with innova-
tive marketing strategies, would make the 
SMEs to garner increased market shares 
(see Ongori & Migoro, 2009: p.99). Fur-
thermore, when the 10% of the respond-
ents that claimed to have used ICT equip-
ment and software were asked if they were 
connected to the internet, all of them an-
swered in the negative. When they were 
further asked to give the reasons why this 
was so, they responded that they imagined 
that internet connectivity would be just 
too expensive. 

From Table 9, it can also be seen that H
09

 
should be rejected in favour of the alter-
native hypothesis. The reason for this can 
be found in Table 8. In this Table, it can 
be observed that 60 out of the 60 respond-
ents i.e. 100% of them submitted that 

their ventures did not have functioning 
R&D units. Again, probably due to the re-
spondents’ high educational attainments, 
they claimed to know the gains that can 
be derived from carrying out active R&D 
especially in the area of product innova-
tion. When told to give the reasons why 
they did not have functioning R&D units, 
they responded that setting-up R&D 
units will astronomically increase their 
overhead costs which they believed would 
have forced the ventures to go under earli-
er than they did.

5.0. CONCLUSION AND 
RECOMMENDATIONS

5.1 CONCLUSION

Based on the findings in (4.1) and (4.2), 
the following can be concluded:  the fac-
tors that caused the surveyed business-
es to fail in the study area are paucity of 
resources, stringent government policies, 
inadequacy of infrastructure, comparative 
optimism , non-usage of ICT equipment 
and software/inaccessibility to the internet 
and lack of R&D efforts.

5.2 RECOMMENDATIONS

Based on the conclusions in (5.1), the fol-
lowing are recommended:

COUNSELLING SMEs OWNERS ON 
ACCESSING OF INTERVENTION 
LOANS AND JUDICIOUS MANAGE-
MENT OF SECURED LOANS: Realis-
ing the fact that SMEs, due to their sizes 
and age, may be unable to easily secure 
loans from the traditional sources like 
bank loans/overdrafts, friends and family 
members, the Federal Government of Ni-
geria had introduced some financing in-
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tervention schemes.  The recent interven-
tion schemes founded after the year 2000 
are:  Small and Medium Industries Equity 
Investments Scheme (SMIEIS), and the 
Bank of Industry (BOI) Refinancing and 
Rediscounting Facility (RRF).  Older ones 
founded prior to the year 2000 include:  
Small Scale Industries Credit Scheme 
(SSICS), Nigerian Bank for Commerce 
and Industry (NBCI), National Economic 
Reconstruction Fund (NERFUND) and 
the World Bank Facility for Small and 
Medium Scale Enterprises (SMEX) Loan.  
Although these avenues of possibly se-
curing loans for expansion exist, many of 
these business owners did not and many 
still do not know that they exist.  Extra 
efforts must, therefore, be made by the 
relevant federal/state ministries to embark 
on a campaign to inform the SME own-
ers of the existence of these sources of ex-
pansion funds.  Beyond this, the relevant 
federal/state ministries should also estab-
lish credit extension service units.  Staff of 
these units must vigorously seek the SME 
owners and counsel them on how to access 
expansion funds and once these funds are 
secured, the credit extension officers must 
also advise them on the proper manage-
ment of these funds.   

HARMONISATION OF TAXES PAID 
BY BUSINESSES:  It is definitely the 
right of governments to demand for the 
payment of taxes by the citizens.  It is 
also the civic responsibility of citizens to 
pay their taxes promptly.  However, tax-
es must be harmonised such that each 
tier of government collects taxes that it is 
statutorily entitled to collect.  Also, the 
rates should not be arbitrary.  In the study 
area, tax officers from the Board have been 
known to approach businesses and de-
mand for (often at arbitrary rates) and col-

lect municipal taxes which had been paid 
by the businesses to another tax collecting 
agency.  This practice can kill the owners’ 
incentives to innovate. 

PROVISION OF ADEQUATE INFRA-
STRUCTURE TO BUSINESSES: The 
reality of the Nigerian life is that no in-
frastructure is adequately provided to the 
citizens by governments. Nigerians sur-
vive by providing almost all the needed 
infrastructure by themselves.  Most busi-
nesses, just like most of the households, 
sink boreholes and dig wells as the sources 
of the water they use. The roads are poor-
ly maintained and barely motorable. The 
power supply situation is not any differ-
ent.  Power outages occur frequently and 
for prolonged periods of time since time 
immemorial.  The corporation that has 
been responsible for power generation, 
transmission and distribution until lately, 
the National Electricity Power Authority 
(NEPA) was slated for privatisation per-
haps as a solution to the incessant pow-
er outages.  As a prelude to a wholesale 
privatisation, the corporation was re-
named Power Holding Company of Ni-
geria (PHCN).  The company was later 
unbundled.  However, presently, only the 
distribution arm of the company has been 
privatised.  The name of the company re-
sponsible for power distribution in the 
study area is the Benin Electricity Dis-
tribution Company (BEDC).  It must be 
said though that under the present partial 
privatisation of the country’s electricity 
sector, the power outages have not let up. 
In order to remain in operation, the busi-
nesses that have not folded up purchase 
and maintain generators at astronomical-
ly high costs which cut steeply into their 
profit margins. Unless the other two oper-
ational divisions (especially the generation 
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division) are privatised so that innovation 
and more sources of power generation are 
introduced/explored, these businesses may 
follow the footsteps of those that have ex-
ited before them.

INSTILLING IN ENTREPRENEURS A 
CULTURE OF USING CONSULTAN-
CY SERVICES:The relevant ministries 
at the state and federal levels should fre-
quently organise seminars and workshops 
for novice and serial or sequential or port-
folio entrepreneurs. These seminars or 
workshops should, inter alia, be designed 
to showcase the potential benefits that are 
accruable to the entrepreneurs if they con-
sult experts from time to time on issues 
that challenge them before and after the 
founding of their businesses, instead of re-
lying on some a priori experiences. 

UTILISING CO-OPERATIVE STRATE-
GY TO PURCHASE ICT HARDWARE 
AND SOFTWARE: In order to reduce the 
prices at which SMEs purchase ICT hard-
ware and software, the SMEs can come to-
gether under the aegis of their respective 
associations and purchase from the pro-
ducers of these products at bulk rates. This 
would drastically reduce the unit prices of 
these products and make them afforda-
ble to these SMEs. Also, in order to have 
easy access to the internet, the Nigerian 
Communications Commission (NCC) can 
mandate all the internet service providers 
already operating in the Nigerian market 
and others intending to enter the market 

to grant discounts to Nigerian SMEs. The 
gains from the foregoing arrangements are 
two-fold: Firstly, due to the reduced pric-
es of ICT hardware and software, internal 
efficiency in the SMEs would be achieved. 
This would translate into competitive ad-
vantage over other competitors. Secondly, 
the competitive advantage achieved would 
yield positive outcomes in terms of gar-
nering more shares of the neighbouring 
and distant markets. The associations of 
the SMEs can also help by using part of 
the association dues collected from mem-
bers to organise ICT hardware and soft-
ware literacy workshops.

USING FISCAL MEANS TO STIMU-
LATE R&D EFFORTS IN THE SMEs: 
R&D efforts can be stimulated in the 
SMEs by governments if a regime of tax-
based subsidy to the SMEs can be institut-
ed. If tax-breaks to SMEs that truly con-
duct R&D especially in the area of product 
innovation is put in place, new products 
that would be attractive to consumers in 
local and foreign markets would be de-
veloped by the SMEs. It must be pointed 
out also that the Small and Medium En-
terprises Development Agency of Nige-
ria (SMEDAN) can, through aggressive 
campaigns, sensitise the SMEs to the fact 
that R&D initiatives may not be costly if 
collaboratively done with the federal and 
state institutions’ technology incubation 
centres in the geo-political zones of the 
country where they operate.  
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Appendix 

QUESTIONNAIRE

Dear Sir / Madam,

This survey instrument is designed for the collection of information for an academic 
study entitled “Unraveling the causes of Small and Medium – sized Enterprises’ Failure 
in the Akure Metropolis and Adjoining Communities of Ondo State, Nigeria.”   Infor-
mation gathered from you shall be used solely for the purpose of the study.

Thank you.

1. Name of business: 

2. Type of business: 

3. Address of business: 

4. Apart from your immediate past business, have you ever owned and operated a  
 business before?

 Yes  No  

5. Year when immediate past business was founded:

6. Age at fold-up of immediate past business:

7. Size of immediate past business when founded:

8. Size of immediate past business at fold-up:

9. Did you at any time during the life of the immediate past business use the ser 
 vices of a consultant? 

 Yes  No 

10.  Educational  level of ex-owner/manager:

11. Gender of ex-owner/manager

12. Ethnicity of ex-owner/manager:  

13. Religion of ex-owner/manager:

14. Age of ex-owner/manager:

15. Did you draw a business plan before embarking on business?  

 Yes  No 
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16. Did you at any time during the life of your business use ICT equipment such  
 as laptops (with software packages), desktops (with software packages),   
 handsets, tablets in the operation of your business? 

 Yes  No 

 If no, the give the reasons why you did not use them in the operation of your  
 business.

 

 

 If yes, were the equipment connected to the internet?  

 Yes  No 

 If no, give the reasons why they were not connected to the internet.

 

 

17. Did you at any time during the life of your business have a functioning R & D  
 Unit?

 Yes  No 

 If no, give reasons why you did not have a functioning R & D unit.

 

 

18. Poor quality of management/personnel can contribute to the failure of a
 business
.
 Agree   Disagree 

19. Stringent government policies in the areas of regulations, taxes, law can
 contribute to the failure of a business.

 Agree  Disagree 

20. Paucity of resources/finance can contribute to the failure of a business.

 Agree  Disagree 

21. Bad general business environment in terms of security, theft, competition,
 corruption can contribute to the failure of a business.

 Agree  Disagree 



93

African Journal of Management Research (AJMR)

Asekunowo & ObembeUnravelling The Causes Of SMEs' Failure

22. Inadequacy of infrastructure like water, power and roads can contribute to the  
 failure of a business.

 Agree  Disagree 

23. You may have overestimated your chances of succeeding before embarking on  
 the business venture

 Agree  Disagree 

24. Non-usage of ICT equipment such as laptops, desktops, handsets, tablets and  
 lack of internet connectivity can lead to business failure. 

              Agree  Disagree 

25. Lack of R & D efforts can lead to business failure.

 Agree  Disagree 
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Federal University of Technology
P. M. B. 704, Akure, Ondo State Nigeria
E-mail address: asekunseg@yahoo.com
GSM No: +2348034016018



94

African Journal of Management Research (AJMR)

Korkpoe & OwusuVolatility Comparison of the GSE All Share

Volatility Comparison of the GSE All 
Share Index Returns using Student t- 
and Normal-GARCH models

Abstract
In a frontier equity market like Ghana, trades can 
be quiet for long periods increasing the liquidity risk 
for investors. This notwithstanding, studies into the 
risk dynamics of the stock market are largely lacking 
for the Ghana Stock Exchange (GSE). In this paper, 
we have undertaken to use a dynamic volatility 
model, Generalized Autoregressive Conditional 
Heteroscedasticity (GARCH) to assess the risk of 
equity returns in the market. A comparison is made 
between the student-t and normal GARCH(1,1)  
models to ascertain a better fit for the market data. 
Using a daily log of adjusted return series of the 
Ghana Stock Exchange All Share Index (GSE-
ASI) from January 04, 2011 to December 31, 
2013, there is enough evidence that the student-t 
GARCH(1,1) better describes the volatility dynamics 
of the market for the period 2011 to 2013.
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Introduction

Volatility modelling is considered very 
important in the discipline in empirical fi-
nancial econometrics. It is used as a meas-
ure of risk and investors, both individual 
and institutional, keep an eye on its level 
in the market. Portfolios are rebalanced to 
meet investment objectives or goals and a 
key metric that goes into the decision is 
the volatilities of the returns of the asset 
composition of the portfolios.

Unlike other financial variables, volatility 
is latent. Investors have to estimate it from 
past returns or back it out from models us-
ing market prices of assets. That presents 
a challenge in terms of its relevance in in-
vestment decisions ex ante.

Volatility of returns fluctuates over time 
contrary to the assumptions of independ-
ent and identically distributed with con-
stant variances as found in most financial 
models. Characteristics like non-normal-
ities, clustering and structural breaks in 
financial data are difficult to capture with 
conventional distributions (R. F. Engle & 
Patton, 2001; Wang, Fawson, Barrett, & 
McDonald, 1998). Heavy- or fat-tails of 
the distributions with higher than normal 
probabilities particularly of losses in the 
left tail can surprise investors as happened 
on Black Monday, October 19, 1997 when 
the market crashed (Amihud, Mendelson, 
& Wood, 1990; Schwert, 1989). 

In frontier markets like Ghana, markets 
can be quiet for long periods interspersed 
with periods of frantic activity with block 
trades which increase risks for investors  
(Bley & Saad, 2012; Wilma De Groot, 
2012). Adu, Alagidede, & Karimu (2015)
noted that returns on frontier markets 
exhibit characteristics that are markedly 

different from markets in developed coun-
tries. Near accurate measurement of vol-
atility in such regimes is essential as the 
investment space is sensitive to events in 
the economy. Now and then bouts of in-
flation, foreign current squeezes, balance 
of payments problems, fall in commodity 
prices, interest rate hikes, etc. which char-
acterize the economies of frontier markets 
can alter the basis of trading and profita-
bility of investment strategies, thus send-
ing skittish investors fleeing. Thus, based 
on a country’s long-term risk outlook, 
investors can then evaluate the long-term 
investment potential and risk of investing 
in the securities of companies listed on the 
stock exchange and premiums demanded 
in the operating country.

Markets can be jolted into violent episodes 
of volatile trading due to market correc-
tions in fundamentals after prolonged 
periods of rising asset prices usually for 
prices that are divorced from the econom-
ic activities in which they are supposed to 
be anchored. Speculators also add to the 
noise through information asymmetries  
(L. Davidson, 1999; P. Davidson, 1998). 
Of course market expectations depending 
on market outlook can have a subdued ef-
fect or throw markets into a tailspin.

In view of these, this paper investigates 
the stylised facts concerning the volatility 
of the adjusted returns of the equities of 
the Ghana Stock Exchange to see wheth-
er they exhibit properties found in the 
broader frontier markets, as well as come 
up with the volatility model specification 
that captures the risk characteristics of the 
returns.

The balance of the article is as follows. We 
provide a background to volatility models 
in financial economics and GARCH mod-
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els followed by a theoretical description of 
the normal- and student t-GARCH mod-
els. Analysis using the adjusted returns 
which correct for thin trading using data 
from the Ghana Stock Exchange All Share 
Index spanning January, 2011 to Decem-
ber, 2013 is the subject of the next sec-
tion. The last section draws conclusions on 
the appropriate model that fits the returns 
of the index.

Background

Initial attempts at capturing volatility 
dynamically was the result of work done 
by J.P. Morgan in Risk Metrics called 
exponentially weighted moving average 
(EWMA) (Morgan, 1996; Pafka & Kon-
dor, 2001). EWMA is an improvement 
in the constant weighted moving average 
(MA) which failed to capture the volatility 
clusters in the return series of stock mar-
ket returns. The EWMA modifies the MA 
weights such that the weights λ in (1) de-
clines exponentially into the past. 

Thus, 
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practical use in financial economics. 

GARCH models have found acceptance with practitioners as a result of its parsimonious 

representation of the conditional variance in the way it captures the characteristics of the time 

series of returns of financial time series. Generally, GARCH processes are zero mean which 

are serially uncorrelated with nonconstant variances. The returns in (2) at a time  is 

expressed in terms of the information set  available at time . The innovation or 

shock term of this be can specified as: 

  (2) 

The returns are driven by these random shocks  which are tied to the variances ex post. 

In the GARCH framework this is expressed as: 
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where, 

 . (4) 

This is the result of the GARCH(p,q) model. It allows for the specification for the 

distributions of the returns through specifying the distribution of the  in (2). 

However the returns on markets such as Ghana Stock Exchange according to work by 

researchers such as Dimson(1979), Fowler & Rorke (1983), Lo & Craig MacKinlay(1990), 

and Scholes & Williams (1977)are biased owing to thin trading.Indeed work by Appiah-Kusi 

& Menyah (2003) and Mlambo & Biekpe (2005)point at the persistent thin trading on the 

Ghana and Nigeria equity markets. Such thin trading can bias the variables substantially 

rendering the GARCH coefficients inconsistent. 
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Miller, Muthuswamy, & Whaley (1994) recommends incorporating an autoregressive model 

of order one (AR(1)) into the analysis to adjust the returns thus taking care of the bias 
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Volatility models are estimated by maximum likelihood (ML) where parameter esti-
mates are obtained by numerically maximizing the likelihood function. The Nor-
mal-GARCH(1,1) model is written as:
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where  denotes the parameters of the conditional variance equation. 

When the returns are sampled at higher frequencies the t-GARCH enables extreme non-

normality to be captured in the tails of the distribution of financial assets. 

Data and Analysis 

The frequency of data for GARCH models is important. All GARCH models seek to capture 

volatility clusters in the financial time series. In empirical work daily or intraday data and 

sometimes weekly data is used. Monthly data is never used because the volatility clustering 

effects in the data series disappear when the data is collected over long intervals of time.  

The price series of the Ghana Stock Exchange (GSE) All Share Index is collected daily from 

January 02, 2003 to December 31, 2013 giving a total of two thousand four hundred and 

eighty-seven data points. There was rebasing of the GSE All Share Index in January 04, 

2011. Our analysis is based on data from this moment (January 04, 2011) to December 31, 

2013 giving seven hundred and forty-two data points.The sample size is reasonably large. 

Financial market do go through switching from one regime to another.  

Parameter estimation of the student t-GARCH(1,1)

The student t-GARCH(1,1) model seeks to fit returns in which market shocks have 
non-normal conditional distribution. Bollerslev (1987) assumes market shocks to have 
t-distributions with typical skewed and fat tails. An additional parameter to be estimat-
ed in the student t-GARCH is the degrees of freedom. The specification of the GARCH 
model does not change but the likelihood does change (Andersen, Bollerslev, Diebold, 
& Ebens, 2001). 
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where θ denotes the parameters of the conditional variance equation.

When the returns are sampled at higher frequencies, the t-GARCH enables extreme 
non-normality to be captured in the tails of the distribution of financial assets.

Data and Analysis

The frequency of data for GARCH models is important. All GARCH models seek to 
capture volatility clusters in the financial time series. In empirical work daily or intr-
aday data and sometimes weekly data is used. Monthly data is never used because the 
volatility clustering effects in the data series disappear when the data is collected over 
long intervals of time. 

The price series of the Ghana Stock Exchange (GSE) All Share Index is collected daily 
from January 02, 2003 to December 31, 2013 giving a total of two thousand four hun-
dred and eighty-seven data points. There was rebasing of the GSE All Share Index in 
January 04, 2011. Our analysis is based on data from this moment (January 04, 2011) to 
December 31, 2013 giving seven hundred and forty-two data points.The sample size is 
reasonably large. Financial market do go through switching from one regime to another. 

Extremely large sample sizes in volatility analysis are prone to regime overlaps which 
might confound findings (Ang & Timmermann, 2012).

The log of the adjusted returns of the prices series was calculated. The return according 
to Dowd (2002) provide desirable statistical properties. Table 1 is a summary of the 
statistics of the returns.
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Table 1: Summary statistics of daily log-
return series of GSE-ASI

Observations 741

Minimum -0.0271

Quartile 1 -0.0013
Median 0.0006
Arithmetic Mean 0.001
Geometric Mean 0.001
Quartile 3 0.0031
Maximum 0.027
SE Mean 0.0002
LCL Mean (0.95) 0.0006
UCL Mean (0.95) 0.0015
Variance 0
Stdev 0.0057
Skewness 0.3471
Kurtosis 4.5646

A plot of the histogram and the superimposition of the normal distribution curve is 
show in Figure 1.

Figure 1: Histogram superimposed with distribution curve of daily log-return series of 
GSE-ASI

Figure 2: Quantile-quantile plot of daily log-return series of GSE-ASI
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It is noticed that the histogram is peaked in the middle and right tail is heavy. The skew 
and kurtosis of the distribution are 0.8 and 5.74 respectively showing slight skewness 
to the right and fat-tails. A quantile-quantile plot in Figure 2 shows deviations from 
normality. A Jarque-Bera test returned a chi-square of 628.73 with a p-value of zero 
showing that the data series is far from normally distributed.

Figure 2: Quantile-quantile plot of daily log-return series of GSE-ASI

A time series plot of the return is shown in Figure 3.  The returns exhibit marked vola-
tility clusters throughout the period under review. It can also be observed from the series 
departures from the constant variance regime. Markets were particularly volatile in the 
late 2012 to early 2013.  

Figure 3: Time series plot of daily log-return series of GSE-ASI
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A plot of the autocorrelation function of the returns, square of the returns and absolute 
returns is shown in Figure 4.

Figure 4: Autocorrelation plot of the returns, square of the returns and absolute returns 
of the GSE-ASI

Assuming the mean returns is zero; Bekaert, Erb, Harvey, & Viskanta (1998), Merton 
(1980) and Thorbecke (1997) we can see in the squared returns the persistence of the 
volatility in as far as twenty-five lags. 

For the test of the presence of conditional heteroscedaticity or ARCH effects, two ap-
proaches are available. First, a Ljung-Box statistics Q(m) is conducted on the square of 
the residuals  ε_t  (McLeod & Li, 1983). The null hypothesis of the test statistic is that 
autocorrelation coefficient of the first q lags of the residuals is zero. The second test is 
the Lagrange multiplier (LM) test of Engle (1982). The test is similar to the use of F 
statistics for testing α_i=0  (i = 1, . . ., m) given the linear regression:

14�
�

Figure 4: Autocorrelation plot of the returns, square of the returns and absolute returns of the GSE-ASI 

 

Assuming the mean returns is zero; Bekaert, Erb, Harvey, & Viskanta(1998, Merton (1980) 

and Thorbecke(1997)we can see that in the squared returns the persistence of the volatility in 

as far as twenty-five lags.  

For the test of the presence of conditional heteroscedaticity or ARCH effects two approaches 

are available. First a Ljung-Box statistics Q(m) is conducted on the square of the residuals  

(McLeod & Li, 1983). The null hypothesis of the test statistic is that autocorrelation 

coefficient of the firstq lags of the residuals is zero. The second test is the Lagrange 

multiplier (LM) test of Engle (1982). The test is similar to the use of F statistics for testing 

 (i = 1, . . ., m) given the linear regression: 

 ,  for  (16)

where  is the error term,  is a prespecified positive integer and   is the sample size. The 

null hypothesis is  against the alternative hypothesis  

for some i between 1 and m. 

Using the Ljung-Box gave  with a p-value almost zero. Appling the LM 
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and Thorbecke(1997)we can see that in the squared returns the persistence of the volatility in 

as far as twenty-five lags.  
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0 5 10 15 20 25

0.
0

0.
2

0.
4

0.
6

0.
8

1.
0

Lag

AC
F

GSE Returns

0 5 10 15 20 25
0.

0
0.

2
0.

4
0.

6
0.

8
1.

0

Lag

AC
F

GSE Returnŝ 2
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where a_t is the error term, m is a pres-pecified positive integer and  T is the sample size. 
The null hypothesis is H_0 ∶ α_1= .  .  .= α_m=0 against the alternative hypothesis H_A 
∶ α_i  ≠0 for some i between 1 and m.

Using the Ljung-Box gave Q(12) = 74.859 with a p-value almost zero. Applying the 
LM test with m = 12, we have chi-square = 55.611 (F = 8.223) with the p value of 
1.406*10-07. Thus, both tests confirm strong ARCH effects in the daily return series of 
the GSE All Share Index.
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A normal-GARCH(1,1) and a student t-GARCH(1,1) models were built using the re-
turn series. The result are shown in Table 1 and 2 for the normal- and student t-GARCH 
respectively.

Table 2: Results of the Normal GARCH(1,1) model
Estimate Std. Error t-value p-value

mu -0.000124 0.000244 -0.5089 0.6108

omega 0.000004 0.000001 4.1819 0.00003

alpha1 0.14778 0.017623 8.3855 0
beta1 0.77291 0.03473 22.2577 0

Table 3:Results of the t-GARCH(1,1) model
Estimate Std. Error t-value p-value

mu -0.000124 0.000176 -0.70666 0.47978

omega 0.000004 0.000005 0.92387 0.35556

alpha1 0.197491 0.075939 2.60067 0.00930
beta1 0.801422 0.094280 8.50041 0.00000
shape 2.735543 0.404893 6.75621 0.000000

All the GARCH parameters of the Normal-GARCH are highly significant. With the 
student t-GARCH only the alpha, beta and shape parameters are significant. The Akai-
ke Information Criteria (AIC) for the Normal- and Student t-GARCH are -7.3259 and 
-7.4844 respectively show that the Student t-GARCH is better. Again, comparing the 
log-likelihood, the student t-GARCH’s value of 2777.97 is marginally higher than that 
of the normal GARCH of 2718.24, confirming the superiority of the student t-GARCH 
model. 

The properties of the behaviour of the models are summarized in Table 4.

Table 4: Summary of the properties of the Normal-GARCH(1,1) and 
t-GARCH(1,1)  models

normal GARCH(1,1) t-GARCH(1,1)
unconditional mean -0.0001242972 -0.0001242969

unconditional variance 0.00004.725284 0.003953814

Persistence 0.9206801 0.9989134
half life 8.387281 637.5576
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Figure 5: Residual plots of Normal-GARCH(1,1) and t-GARCH(1,1) with SD super-
imposed

The residual plots of both models (Figure 5) show homoscedasticity of the variance 
spanning the interval -0.02<σ_ε^2<0.01and mean of zero. These residual plots do not 
differentiatebetween the models.

Figure 6: Residual plots of Normal-GARCH(1,1) and t-GARCH(1,1)

A plot of the residuals as shown in Figure 6 above confirms that the t-GARCH is the ap-
propriate model in characterizing the volatility of the index returns of the Ghana Stock 
Exchange during the data period.
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Figure 7: Quantile-quantile plots of the two models

To confirm the performance of the Student t-GARCH over the Normal-GARCH(1,1) 
we plotted the variance of the original returns series and superimposed the GARCH(1,1) 
models as shown in Figure 8.

Figure 8: Plot of the variances of Returns, n-GARCH(1,1), and t-GARCH(1,1)
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From the Figure 8 above, the Student 
t-GARCH(1,1) tracks the variance of the 
original returns series closely than the 
Normal-GARCH(1,1). Filtering out the 
noise that is invariably present in market 
data, we are able to conclude that the Stu-
dent t-GARCH(1,1) describes better the 
volatility dynamics of the market for the 
period 2011 to 2013.

Trading on the Ghana Stock Exchange oc-
cur in spurts led by the financial and en-
ergy stocks. This is characterised by the α 
value of 0.1974 which confirms that the 
market is not very sensitive to market 
events. Block trading from institution-
al investors is the main source of liquid-
ity in the financial and energy stocks in 
the market. Alexander (2008) asserts that 
the GARCH error parameter α above 0.1 
indicates volatility is very sensitive to 
market events, something that has been 
empirically observed. Market activity 
can be quiet for so long on the GSE. This 
thin trading clearly shows in seemingly 
low volatility in the asset returns. The 
GARCH lag parameter β of 0.8014 points 
to mild volatility which dies out quickly 
in the market. Overall, the sum of volatil-
ity parameters (α+β) above 0.9, according 
to Alexander (2008), points to a market 
with a relatively flat volatility. This con-
firms the peculiarities observed in frontier 
and emerging markets with thin trading.

Concluding Remarks

Equity markets exhibit a pattern of behav-
iour across markets whether developed, 
emerging or frontier. These stylised facts 
make it easier for investors to strategise  
when venturing out of their home coun-
tries especially from the developed mar-
kets into the other markets. In this paper, 
we have shown that these stylised facts ex-
ist in the Ghanaian equity market.

We have also illustrated the how GARCH 
models can be used to describe the evolv-
ing volatility of the stock index of the 
Ghana Stock Exchange. We modelled 
both the normal-GARCH and student 
t-GARCH by assuming the normal- and 
student t-distributions characterise the 
adjusted returns of the Ghana Stock Ex-
change All Share Index.

Our conclusion is that the volatility of the 
index is evolving, albeit subdued as a re-
sult of thin and nonsynchronous trading 
on the Ghana Stock Exchange. We found 
out that the volatility in the markets was 
captured by the student t-GARCH(1,1) 
model. This is in line with what research-
ers have found out in other markets of 
similar characteristics (Alberg, Shalit, & 
Yosef, 2008; Atoi, 2014; Gökbulut & Me-
hmet, 2014). By so doing, we have con-
tributed to the stream of research on the 
volatility characteristics of equity markets 
within the larger framework of frontier 
markets. 

REFERENCES

Adu, G., Alagidede, P., & Karimu, A. (2015). 
Stock return distribution in the BRICS. Review 
of Development Finance, 5(2), 98–109. http://
doi.org/10.1016/j.rdf.2015.09.002

Alberg, D., Shalit, H., & Yosef, R. (2008). Es-
timating stock market volatility using asym-
metric GARCH models. Applied Financial 
Economics, 18(15), 1201–1208. Retrieved 



107

African Journal of Management Research (AJMR)

Korkpoe & OwusuVolatility Comparison of the GSE All Share

from https://ideas.repec.org/a/taf/apfiec/v18y-
2008i15p1201-1208.html

Alexander, C. (2008). Market Risk analysis, 
Practical Financial Econometrics (Vol. II). 
Wiley.

Amihud, Y., Mendelson, H., & Wood, R. A. (1990). 
Liquidity and the 1987 stock market crash. The 
Journal of Portfolio Management, 16(3), 65–
69. http://doi.org/10.3905/jpm.1990.409268

Andersen, T. G., Bollerslev, T., Diebold, F. X., 
& Ebens, H. (2001). The distribution of re-
alized stock return volatility. Journal of Fi-
nancial Economics, 61(1), 43–76. Retrieved 
from https://ideas.repec.org/a/eee/jfinec/v61y-
2001i1p43-76.html

Ang, A., & Timmermann, A. (2012). Regime 
Changes and Financial Markets. Annual Re-
view of Financial Economics, 4(1), 313–
337. http://doi.org/10.1146/annurev-finan-
cial-110311-101808

Appiah-Kusi, J., & Menyah, K. (2003). Return pre-
dictability in African stock markets. Review of 
Financial Economics, 12(3), 247–270. http://
doi.org/10.1016/S1058-3300(02)00073-3

Atoi, N. V. (2014). Testing Volatility in Nigeria 
Stock Market using GARCH Models. CBN 
Journal of Applied Statistics, 65.

Bekaert, G., Erb, C. B., Harvey, C. R., & Viskan-
ta, T. E. (1998). Distributional characteristics 
of emerging market returns and asset alloca-
tion. Journal of Portfolio Management, 
24(2). Retrieved from https://duke.pure.elsevier.
com/en/publications/distributional-characteris-
tics-of-emerging-market-returns-and-ass

Bley, J., & Saad, M. (2012). Idiosyncratic risk and 
expected returns in frontier markets: Evidence 
from GCC. Journal of International Finan-
cial Markets, Institutions and Money, 22(3), 
538–554. Retrieved from http://econpapers.rep-
ec.org/article/eeeintfin/v_3a22_3ay_3a2012_3ai
_3a3_3ap_3a538-554.htm

Bollerslev, T. (1986). Generalized autoregres-
sive conditional heteroskedasticity. Journal of 
Econometrics, 31(3), 307–327.

Bollerslev, T. (1987). A Conditionally Heteroske-
dastic Time Series Model for Speculative Prices 
and Rates of Return. The Review of Econom-
ics and Statistics, 69(3), 542–47. Retrieved 

from https://ideas.repec.org/a/tpr/restat/v69y-
1987i3p542-47.html

Davidson, L. (1999). Volatile Financial Markets 
and the Speculator. In L. Davidson (Ed.), Un-
certainty, International Money, Employment 
and Theory (pp. 276–295). Palgrave Macmillan 
UK. Retrieved from http://link.springer.com/
chapter/10.1007/978-1-349-14991-9_21

Davidson, P. (1998). Efficiency and Fragile Spec-
ulative Financial Markets: Against the Tobin 
Tax and for a Creditable Market Maker. The 
American Journal of Economics and Sociolo-
gy, 57(4), 639–662. Retrieved from http://www.
jstor.org/stable/3487125

Dimson, E. (1979). Risk measurement when shares 
are subject to infrequent trading. Journal of Fi-
nancial Economics, 7(2), 197–226. Retrieved 
from http://econpapers.repec.org/article/eeejfine
c/v_3a7_3ay_3a1979_3ai_3a2_3ap_3a197-226.
htm

Dowd, K. (2002, August). Wiley: An Introduction 
to Market Risk Measurement. Retrieved January 
11, 2016, from http://eu.wiley.com/WileyCDA/
WileyTitle/productCd-0470847484.html

Engle, R. F. (1982). Autoregressive Conditional 
Heteroscedasticity with Estimates of the Vari-
ance of United Kingdom Inflation. Econometri-
ca, 50(4), 987–1007.

Engle, R. F., & Patton, A. J. (2001). What good is 
a volatility model? Quantitative Finance, 1(2), 
237–245. Retrieved from https://ideas.repec.
org/a/taf/quantf/v1y2001i2p237-245.html

Fowler, D. J., & Rorke, C. H. (1983). Risk meas-
urement when shares are subject to infrequent 
trading: Comment. Journal of Financial Eco-
nomics, 12(2), 279–283. Retrieved from http://
econpapers.repec.org/article/eeejfinec/v_3a12_3a
y_3a1983_3ai_3a2_3ap_3a279-283.htm

Gökbulut, R. I., & Mehmet, P. (2014). Estimating 
and Forecasting Volatility of Financial Markets 
Using Asymmetric GARCH Models: An Appli-
cation on Turkish Financial Markets. Retrieved 
January 11, 2016, from http://www.academia.
edu/16573331/Estimating_and_Forecasting_
Volatility_of_Financial_Markets_Using_Asym-
metric_GARCH_Models_An_Application_on_
Turkish_Financial_Markets



108

African Journal of Management Research (AJMR)

Korkpoe & OwusuVolatility Comparison of the GSE All Share

Lo, A., & Craig MacKinlay, A. (1990). An econo-
metric analysis of nonsynchronous trading. 
Journal of Econometrics, 45(1-2), 181–211. 
Retrieved from http://econpapers.repec.org/ar-
ticle/eeeeconom/v_3a45_3ay_3a1990_3ai_3a1-
2_3ap_3a181-211.htm

McLeod, A. I., & Li, W. K. (1983). Diagnos-
tic Checking Arma Time Series Models Using 
Squared-Residual Autocorrelations. Journal of 
Time Series Analysis, 4(4), 269–273. http://
doi.org/10.1111/j.1467-9892.1983.tb00373.x

Merton, R. (1980). On estimating the expected 
return on the market: An exploratory investiga-
tion. Journal of Financial Economics, 8(4), 323–
361. Retrieved from http://econpapers.repec.org/
article/eeejfinec/v_3a8_3ay_3a1980_3ai_3a4_3
ap_3a323-361.htm

Miller, M. H., Muthuswamy, J., & Whaley, R. E. 
(1994). Mean Reversion of Standard &amp; 
Poor’s 500 Index Basis Changes: Arbitrage-in-
duced or Statistical Illusion? The Jour-
nal of Finance, 49(2), 479–513. http://doi.
org/10.1111/j.1540-6261.1994.tb05149.x

Mlambo, C., & Biekpe, N. (2005). Thin trading on 
African stock markets: Implications for market 
efficiency testing. Investment Analysts Jour-
nal, 34(61), 29–40. http://doi.org/10.1080/102
93523.2005.11082466

Morgan, J. P. (1996, December 17). RiskMetrics 
TM Technical Document. Retrieved January 11, 
2016, from http://docplayer.net/5809023-Risk-
metrics-tm-technical-document.html

Pafka, S., & Kondor, I. (2001). Evaluating the 
RiskMetrics Methodology in Measuring Vola-
tility and Value-at-Risk in Financial Markets. 
Physica A: Statistical Mechanics and Its 
Applications, 299(1-2), 305–310. http://doi.
org/10.1016/S0378-4371(01)00310-7

Scholes, M., & Williams, J. (1977). Estimating be-
tas from nonsynchronous data. Journal of Fi-
nancial Economics, 5(3), 309–327. Retrieved 
from http://econpapers.repec.org/article/eeejfine
c/v_3a5_3ay_3a1977_3ai_3a3_3ap_3a309-327.
htm

Schwert, G. W. (1989). Stock Volatility and the 
Crash of ’87 (SSRN Scholarly Paper No. ID 
406041). Rochester, NY: Social Science Research 
Network. Retrieved from http://papers.ssrn.com/
abstract=406041

Thorbecke, W. (1997). On Stock Market Re-
turns and Monetary Policy. The Journal 
of Finance, 52(2), 635–654. http://doi.
org/10.2307/2329493

Wang, K.-L., Fawson, C. B., Barrett, C. B., & Mc-
Donald, J. B. (1998). A Flexible Parametric 
Garch Model With An Application To Ex-
change Rates (Economics Research Institute, 
ERI Study Paper No. 28355). Utah State Uni-
versity, Economics Department. Retrieved from 
https://ideas.repec.org/p/ags/usuesp/28355.html

Wilma De Groot, J. P. (2012). The Cross-Section 
of Stock Returns in Frontier Emerging Markets. 
Journal of Empirical Finance, 19(5). http://
doi.org/10.2139/ssrn.1600023



109

African Journal of Management Research (AJMR)

Organisational Commitment of Public Sector 
Healthcare Workforce Baku et al.

A Strategic Study of Organisational 
Commitment of Public Sector 
Healthcare Workforce: Evidence from 
Ghana 

Abstract
The exodus of public sector healthcare professionals, 
for example nurses to most developed countries 
(e.g. the US and the UK) has been a source 
significant problem to the government of Ghana. 
However, in recent times, it is identified that the 
commitment of the nurses in Ghana seems to be 
improving. This study draws on the Meyer (1993) 
organisational commitment model following a 
review of literature informing the study. The study 
seeks to validate the model by using data from the 
nursing profession of Ghana. The overall objective 
is to ascertain which of the three dimensions of the 
Meyer and Allen’s model is dominant among the 
nurses in Ghana. The sample for the study is based 
on a non-probability conveniencesample consisting 
of 193 respondents. A standard questionnaire 
based on Meyer (1993) organisational commitment 
measurement is adopted for the study. Using the 
mean rankings of the respondents’ average scores 
the results indicate that of the three dimensions 
of organisational commitment from the model, 
normative commitment ranks the highest, whilst 
affective commitment ranks the second highest. 
The continuance commitment is the least ranked 
factor. Based on this, implications of the findings on 
practice and public policy are suggested.
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Introduction 

Retaining nursing staff in a healthcare fa-
cility holds enormous benefits to an organ-
isation (Wilson, 2005; Kleinman, 2004). 
Jones (2005) posits that the turnover costs 
of nursing staff can be as high as 1.3 times 
the cost of salaries paid to them. In the re-
cent past, Ghana, for example, had to bat-
tle with a high turnover cost in the health 
sector due to the migration of its nurses to 
the western world. Several studies (Dovlo, 
2005; Dovlo, 2007; Agyepong et al. 2004; 
Antwi & Phillips, 2012) conducted to 
determine the cause of the high attrition 
rates of nursing staff revealed job dissat-
isfaction and low remuneration as the two 
main causes of the high attrition rates.

In view of these, several policies were put 
in place to curb the situation. These in-
clude  the introduction of the Additional 
Duty Hours Allowance (ADHA) in 1998 
(Kumar,2007), the distribution of vehicles 
on hire/purchase bases to health workers 
and the introduction of the Deprived Area 
Posting Allowance. All these policies were 
aimed at retaining health workers, espe-
cially medical doctors and nurses in Ghana 
to deprived areas. However it is argued 
that these did not yield much result (Inter-
national Council of Nurses, 2006; WHO, 
2006; Kumar, 2007; Bump, 2006). 

The introduction of a bonding system 
for all publicly-trained nurses (Minis-
try of Health, 2007), the introduction of 
the single spine salary structure (a new 
public sector salary reform aimed at in-
creasing public sector wages), and the 
ethical recruitment policies of the Unit-
ed Kingdom government (Department of 
Health, 2004) are in part the factors that 
have greatly stabilized the migration of 
nurses from Ghana to the western world 

(Antwi and Phillips, 2012). Although 
attrition rates have shown a continuous 
reduction in the recent past, Antwi and 
Phillips (2012), in a research on health 
and social workers in Ghana, report that 
majority of health care and social workers 
express their desire to continue working 
in the country only if work environments 
were safe and offered opportunities for ca-
reer development, as well as recognition 
for individual efforts. This is also in line 
with studies (e.g. Antwi & Phillips, 2012;  
Abuosi & Abor, 2014) which indicate the 
intention of nursing staff to migrate to 
other countries considered to have better 
conditions of service. This is in connec-
tion with the announcement made by the 
deputy director of human resources at the 
Ministry of Health regarding the lifting of 
the bonding system imposed on nursing 
professionals in the country.

Theoretical, Empirical Literature 
and Hypotheses Development

McNeese-Smith and Crook (2003) and 
Nogueras (2006), have identified organi-
sational commitment as the most impor-
tant determinant of employee retention. 
Porter et al. (1974) also assert that highly 
committed employees possess strong be-
liefs in the objectives and values of their 
organisations and consequently, are less 
likely to vacate their post. Porter et al. 
(1974, p. 604) provide a practical defini-
tion of organisational commitment which 
says that organisational commitment is 
‘the strength of an individual’s identifica-
tion and involvement with a particular or-
ganisation evidenced by a strong belief in 
the acceptance of the organisation’s goals 
and values; willingness to put significant 
strength on behalf of the organisation and 
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a definite desire to maintain organisa-
tional membership. However, in a much 
simpler form, Buchanan (1979) defines 
organisational commitment as the bond 
between an individual (employee) and the 
organisation (employer).

Meyer and Allen (1997) argue that there 
are three types of commitments namely, 
affective, continuance and normative com-
mitment. Meyer and Allen’s three dimen-
sional model, as it is widely known,  is used 
and affirmed with regard to the validity of 
its constructs (Hackett et al., 1994; Meyer 
et al., 1993). argues that the three dimen-
sional model is a reflection of the psycho-
logical state of an employee, which reveals 
the extent to which the employee will 
remain with an organisation. Organisa-
tional commitment studies actually dates 
back to the works of Etzioni (1961) and 
Kanter (1968).  Among the other studies 
on organisational commitment that have 
attracted attention are those of Mowday et 
al. (1979) and Porter et al., (1974). Mow-
day et al, (1979) and Porter et al. (1974) 
developed an organisational commitment 
questionnaire using motivation, intention 
to remain, and identification as variables 
to measure the commitment of employees. 
This measure is viewed as an attitudinal 
approach in assessing employee commit-
ment to their organisations (MaslicSersic, 
1999). It must be stated, however, that the 
focus of this study is on the three dimen-
sional model by Meyer and Allen (1991, 
1993 and 1997). 

Of Meyer and Allen’s (1991, 1993 and 
1997) three dimensional model, first, the 
affective commitment reflects an employ-
ee’s desire to remain in an organisation 
because of a strong emotional attachment 
and identification with the organisation 

(Mowday et al. 1982; Meyer et al., 2013 
and van Dick, 2001). Affective commit-
ment constitutes a robust belief in the 
goals and the aspiration of the organisa-
tion and an acceptance of these by the em-
ployee, including a readiness to lend sup-
port to the organisation and a strong need 
for the employee to maintain member-
ship of the organisation (Mowday, Porter 
& Steers, 1982). Affective commitment 
also involves loyalty to an organisation on 
voluntary basis (Meyers & Allen, 1997). 
Second, the continuance commitment 
reflects a desire to remain in an organi-
sation because of the perceived costs and 
benefits associated with leaving or staying 
with the organisation (Meyer et al., 2013). 
This commitment is largely as a result of 
non-transferable investments in the form 
of relationship with coworkers, monetary 
benefits and/or years of service (Reichers, 
1985). Continuance commitment is thus 
an objective assessment made by the em-
ployee considering all the negative and 
positive possibilities of leaving or remain-
ing with the organisation. Third, the nor-
mative commitment reflects an obligation 
to stay with an organisation because it is 
deemed politically right to do so (Weiner, 
1982; Bolon, 1997). Thus, an employee 
chooses to remain with an organisation be-
cause it is considered an appropriate thing 
to do (Meyer et al., 2013). This could be 
based on the belief system which operates 
in the organisation (Wiener, 1982).

Rezvaniamin et al. (2013) reports that af-
fective commitment is the most effective 
measure of organisational commitment.  
Other studies (Dello Russo et al, 2013; 
Vecina et al, 2013; Davila & Garcia, 2012; 
Gutierrez et al, 2012; Huang, et al., 2012; 
Friedoon & Masrin, 2009) have also found 
positive relationship between affective 
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commitment and organisational citizen-
ship, job satisfaction, motivation and pro-
ductivity . There appear to be a negative 
correlation between affective commitment 
and intention to leave the organisation 
(Lee, 2005).

A study conducted by Nogueras (2006) 
reveals that there is negative correlation 
between nurses’ continuance commitment 
and their intention to leave. Thus the more 
continuance commitment nurses felt, the 
less likely the nurse will leave their job. 
Schacklock and Brunetto (2012), how-
ever, maintain that nursing staff are less 
committed to a specific health facility, but 
rather seek environments where an opti-
mal meaning of work is experienced. Loi et 
al (2006) argues that organisational com-
mitment is dependent on the extent to 
which nurses perceive some level of mutual 
benefits. Government employees or public 
sector workers have been found to display 
high levels of continuance commitment 
(Perry, 1997; Meyer & Allen, 1997). Lio 
(1995) attributes this commitment to 
the job security enjoyed by government 
workers. Moneke and Umeh (2014) argue 
that employees who felt cared for by the 
organisations in which they worked, dis-
play higher levels of commitment, greater 
involvement in the organisation and are 
highly innovative.

Meyers et al. (2002) in a meta-analysis 
study (in North America and outside)
based on organisational commitment fac-
tors used turnover, absenteeism, job per-
formance, organisational citizenship be-
haviour, stress and work-family conflicts 
to establish a relationship with the three 
types of organisational commitment ac-
cording to the Meyer and Allen’s organisa-
tional commitment model. In descending 

order, affective, normative and continu-
ance commitment correlated negatively 
with turnover. In relation to absenteeism, 
a negative was established between affec-
tive commitment and absenteeism. How-
ever normative and continuance commit-
ment correlated positively. Affective and 
normative commitment correlated posi-
tively with job performance and organisa-
tional citizenship, but continuance com-
mitment correlated negatively with job 
performance and did not correlate with 
organisational citizenship. Affective com-
mitment correlated negatively with stress 
and work-family conflict, whilst contin-
uance commitment correlated positively 
with the two variables.

Organisational commitment appears crit-
ical to the survival of every organisation 
such that its benefits cannot be overem-
phasized. For instance, Naude and McCa-
be (2005) argue that when nurses leave 
a healthcare facility, it results in loss 
of knowledge, skills, and the expertise 
gained by such nurses on the job. Ac-
cording to them, it may take as long as 
six months for a replacement, and some 
more time before the new entrants would 
acquire the desired level of knowledge, 
skills and expertise. In line with the recent 
positive changes in public sector wages in 
Ghana, coupled with the empirical results 
of the extant studies above, the following 
hypotheses are posed for the study:

Hypothesis 1
Continuance commitment will rank high-
est among healthcare professionals in the 
Ghanaian public sector.
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Hypothesis 2
Affective commitment will rank second 
highest after continuance commitment 
among healthcare professionals in the 
Ghanaian public sector.

Hypothesis 3
Normative commitment will rank least 
among healthcare professionals in the 
Ghanaian public sector.

Research Methodology, Analysis 
and Results

A total of 193 respondents were conven-
iently selected from eight (8) healthcare 
facilities in the Greater Accra region for 
the purposes of this study. Convenient 
sampling was used because of the shift 
systems as well as the busy nature of the 
nursing work. Korle-bu, Korle-bu Poly-
clinic, Mamprobi Polyclinic, Legon Hos-
pital, Madina Polyclinic, Ridge Hospital, 
Achimota Hospital and La General Hos-
pital were the healthcare facilities where 
the study took place. The study adopted 
Meyer's (1993) organisational commit-
ment scale and a standard questionnaire 
consisting of 21 items. These items were 
put under sub-titles, namely affective, 
continuance and normative commitment. 
The choice of a standard questionnaire was 
informed by the need to generate findings 
that are valid and reliable. The questions 
were, however, rephrased to provide un-
derstanding in the Ghanaian context. This 
was measured on a five-point Likert scale 
ranging from 1 (strongly disagree) to 5 
(strongly). 

Description of the sample 
From a sample of 193 nurses, there were a 
total of 36 males (18.7%) and 157 females 
(81.3%). The age of respondents ranged 
from a minimum of 20 years to 59 years 
with the average age being 31 years. A 
larger proportion of the respondents were 
aged between 26 and 35 years (39.4%). 
The average monthly salary was at 1500 
Ghana Cedis. The sampled nurses had 
spent a minimum of one year and maxi-
mum of 39 years in the Ghana Health Ser-
vice, with 7 years as the average number of 
years spent in the Service.

Preliminary analysis: confirmatory fac-
tor analysis of constructs
Before using the mean rankings of the 
respondents’ average scores on the three 
dimensions of the model that informs the 
study, a confirmatory factor analysis is per-
formed to ascertain the validity of the con-
structs in the Ghanaian context. The three 
constructs were subjected to a Confirm-
atory Factor Analysis (CFA) procedure 
using the Partial Least Square modelling 
technique. This was deemed necessary as 
the sample size for the data would not be 
enough for a covariance-based approach. 
Two issues were discussed in this proce-
dure; the construct validity and the con-
vergent validity tests. 

The convergent validity was done to en-
sure that the items are good indicators 
for the constructs under study. This was 
assessed by examining the amount of var-
iation within a construct that is explained 
by the items. This is termed as the Av-
erage Variance Extracted (AVE) scores. A 
valid construct is expected to have more 
than 50% of the variance explained by its 
indicator items, thus it is expected that 
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the AVE score for a construct must be 0.5 
or more (Fornell & Larcker, 1981). In ad-
dition, convergent validity is also assessed 
by examining the construct reliability 
score which gives an indication of how 
internally consistent they are among each 
other. An acceptable score for this is a re-
liability score of 0.7 or above. The results 
are given in Table 1. For each construct, 

certain items were removed due to poor 
loadings. This indicates that within the 
context under study the items that were 
removed were not proper indicators for 
the various constructs within the Ghana-
ian context (see Apendix 1 for definition 
and loadings of items that were retained 
and removed).

Table 1: Convergent validity assessment of constructs

Construct Number of 
items

Factors 
retained

AVE 
score

Composite 
reliability 

score

Items 
removed

Affective 8 3 0.55 0.79

Affect1
Affect2
Affect5
Affect7
Affect8

Normative 7 3 0.5 0.81

Norm4
Norm5
Norm6
Norm7

Continuance 8 6 0.59 0.86 Conti2
Conti5

     

Discriminant validity ensures that the 
items measuring a specific construct are 
unique measures of that particular con-
struct and not any other construct. This 
was done using the method presented by 
Fornell and Larcker (1981) in assessing 
discriminant validity. The square root of 

the AVE scores is compared with the in-
ter construct correlations as presented in 
Table 2. The diagonal elements are the 
square root of the AVE scores and they 
are seen to be greater than the various in-
ter-construct correlations.

Table 2:Discriminant validity assessment of constructs

Affective Continuance Normative

Affective 0.74

Continuance 0.54 0.77

Normative 0.44 0.54 0.71

The mean rankings of respondents’ average scores
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After confirming the items which define 
exactly the three constructs (Tables 1 & 2), 
the mean rankings of the respondents’ av-
erage scores were examined using the de-
scriptive statistics as the main diagnostic 

tool. Table 3 below presents the output of 
descriptive statistics for the means of the 
constructs generated from the retained 
items for the various constructs, i.e. Affec-
tive, Normative, and Continuance.

Table 3: Descriptive Statistics of the Means Constructs 

 N Mean Std. Dev.

Affective commitment 189 2.8351 .96618

Normative commitment 190 3.3974 1.21141

Continuance commitment 188 2.6481 .69300

Source: Extracted from SPSS, version 20.

From Table 3, normative commitment accounted for 3.3974 of the means (the 1st 
highest) followed by the affective commitment, representing 2.8351of the means (2nd 
highest) whilst the continuance commitment ranked the least representing 2.6481 of 
the means. This is contrary to Hypothesis 1, because continuance commitment did not 
rank the highest among the dimensions.

Table 4: Results of Hypotheses

Hypotheses Supported Not Supported

H1 No Yes

H2 YES No

H3 No Yes

Discussion 

Hypothesis 1 is not supported. Continu-
ance commitment in the Ghanaian con-
text rather ranks least of the three types 
of commitment with a ranking of 2.6481. 
This indicates that Ghanaian nurses do 
not consider perceived costs or benefits 
with leaving a particular healthcare fa-
cility. This appears to contradict asser-
tions by Darko et al. (2006) and Buchan 
et al. (2009) that the bonding of public-
ly-trained nurses in Ghana primarilly 
accounts for their inability to migrate to 

countries considered to have better con-
ditions of service for nursing staff. This 
findings, however, lends credence to argu-
ments by Lievens et al. (2011) that nurses 
in Ghana feel less compelled to leave their 
employment because of increased salaries 
which enables them save towards the ac-
quisition of properties.

The findings show that public sector nurs-
es in the public sector in the Greater Accra 
Region of Ghana appear to be commit-
ted to the healthcare facilities they work 
with because they think it is morally or 
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politically right to do so. This is because 
from the results, normative commitment 
ranked the highest. Normative commit-
ment is exhibited by employees who con-
sider it appropriate to be committed to 
an organisation not because they identify 
with the values of the organisation or per-
ceive any loss from leaving the organisa-
tion (Weiner, 1982; Bolon, 1997; Meyers 
et al, 2013). This is reflective of the factors 
that loaded highly in the CFA: Norm1: I 
think people these days move from hos-
pital to hospital too often; Norm2: I be-
lieve that a person must always be loyal 
to his/her hospital; and Norm3: Jumping 
from hospital to hospital seems unethical 
to me (Appendix 1, Table 1). Implica-
tions deduced from Meyers et al's (2002) 
meta-analysis indicates that Ghanaian 
nurses are likely to be good organisational 
citizens and be productive on the upside, 
but on the downside, they are likely to 
absent themselves often from work. This 
result appears to contradict the findings 
of Schacklock and Brunetto (2012) that 
nursing staff are less committed to a spe-
cific health facility but are rather ration-
al. It also contradicts assertions by Parry 
(1997) and Meyers and Allen (1997). Hy-
pothesis 3 is thus not supported. Norma-
tive commitment in the Ghanaian context 
ranked highest and indicates that Ghana-
ian nurses feel obliged to remain with the 
healthcare facilities they find themselves.

Affective commitment which indicates 
high emotional attachment to an organi-
sation is the second factor whose variables 
loaded highly, also confirming Hypothesis 
2. The items that loaded in this specific 
study are: Affect3: I feel as if this hospital’s 
problems are my own; Affect4: I do not 
think I will become as attached to another 
hospital as I am to this one and Affect6: I 

feel emotionally attached to this hospital 
(Appendix 1, Table 1).By extension from 
Meyer et al's 2002 meta-analysis, public 
healthcare facility nurses are likely to per-
form highly on the job and be less stressed 
and have work-family conflicts. This com-
mitment may be attributed to a feeling 
of emotional attachment, particularly ‘a 
strong sense of belonging’ which may be 
attributed to factors such as relationships 
established with co-workers (clinical and 
non-clinical), leadership style and perhaps 
the extent of autonomy in decision mak-
ing on their job. Affective commitment 
is indicative according to the literature of 
good commitment and has many benefits 
to the organisation. The support for Hy-
pothesis 2 confirms why some studies find 
that affective commitment affects organi-
sational citizenship, job satisfaction, moti-
vation and productivity among employees 
in a positive way (Dello Russo et al, 2013; 
Vecina et al, 2013; Davila & Garcia, 2012; 
Gutierrez et al, 2012; Huang, et al., 2012; 
Friedoon & Masrin, 2009). 

Conclusion

The purpose of the research is to identi-
fy the factors that account for the organ-
isational commitment of Ghanaian nurses 
in selected public health care facilities in 
the Greater Accra Region of Ghana. The 
application of CFA resulted in the re-
duction of the items measuring the three 
constructs of organisational commitment 
developed by Meyers and Allen in 1993. 
Mean rankings of the three types of com-
mitment indicates that Ghanaian nurses 
are normatively committed to their organ-
isations (1st highest ranked dimension). 
This commitment hinges mainly on the 
beliefs, moral and value systems of the in-
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dividual nurses which could be investigat-
ed further. The second ranking commit-
ment is the affective commitment which 
is believed to be the best commitment an 
individual could have towards an organi-
sation. The least ranking commitment is 
the continuance, indicating that the aver-
age Ghanaian nurse is not considering the 
cost of leaving a healthcare facility or the 
country for that matter in terms of organ-
isational commitment.

Implications of the Study

It appears that public healthcare nurses in 
Ghana have a compelling reason to remain 
with their current institutions attributable 
to their belief and value systems. Whilst 
this is good, the downside of increased ab-
senteeism has implications for patient sat-
isfaction and quality of healthcare. It may 
also appear that the nurses are satisfied 
with current wages and service conditions 
in the health sector and thus feel a moral 
duty to be committed to their healthcare 
facilities.  Government could, through 
policy, emphasize this moral duty on nurs-
es and ensure that wages reflect current 
living conditions to enable nurses remain 
committed to their current healthcare fa-

cilities. Whilst the results confirm some 
level of commitment among the nurses 
currently working in Ghana, government 
must not relax, but must keep monitor-
ing and reviewing the trend so that any 
changes can quickly be spotted. In addi-
tion, the fact that affective commitment 
also became dominant after the continu-
ance commitment implies that the various 
code of conduct of the public health pro-
fessionals must continually be strength-
ened in order to enhance the emotional 
attachment of the workers to the public 
sector facility. Private healthcare facilities 
in the Greater Accra Region of Ghana 
could draw inspiration from the findings 
of this study. By noting that normative 
and affective commitment are very im-
portant among the nurses, they could take 
advantage of this to drive the productivity 
of the nurses. The study recommends fur-
ther studies regarding the belief and value 
system of Ghanaian nurses accounting for 
their normative commitment to public 
healthcare facilities. A study into the or-
ganisational cultures of public healthcare 
facilities in Ghana could help ascertain 
why affective commitment ranked second 
and possibly what can be done to influ-
ence the organisational commitment level 
of public healthcare nurses in the country.
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Table 1: Items Retained

Construct/Item Definition Factor Loading

Affective
Affect3 I feel as if this hospital’s problems are my own 0.639
Affect4 I do not think I will become as attached to another 

hospital as I am to this one
0.592

Affect6 I feel emotionally attached to this hospital 0.724
Normative
Norm1 I think people these days move from hospital to 

hospital too often
0.742

Norm2 I believe that a person must always be loyal to his/
her hospital

0.748

Norm3 Jumping from hospital to hospital seems unethical 
to me

0.676

Continuance
    Conti1 It will be hard for me to leave the hospital now even 

if I want to
0.697

    Conti3 I am afraid of what might happen if I quit my job 
without having another one lined up

0.701

    Conti4 It will be costly for me to leave this hospital now 0.748
    Conti6 I feel that I have few options to consider in leaving 

this hospital
0.609

    Conti7 One of the serious consequences of leaving this 
hospital would be scarcity of available alternatives

0.714

    Conti8 One of the major reasons I continue to work for 
this hospital is that leaving will require personal 
sacrifice- another hospital may not match the overall 
benefits I have here.

0.697
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Table 2: Items Removed

Construct/Item Definition Factor Loading

Affective
Affect1 I will like to spend the rest of my career with this 

hospital.
0.399

Affect2 I enjoy discussing this hospital with people outside 
it.

0.594

Affect5 I feel like ‘part of the family’ in my hospital. 0.376
Affect7 This hospital has personal meaning to me. 0.523
Affect8 I feel a strong sense of belonging to this hospital 0.562
Normative
Norm4 I believe that loyalty is important and therefore I 

feel a strong sense of moral obligation to remain.
0.339

Norm5 I was taught to believe in the value of remaining 
loyal to one hospital.

0.264

Norm6 Things were better in those days when people 
stayed with one hospital for most of their careers.

0.563

Norm7 I think that wanting to be a ‘company man’ or a 
‘company woman’ is sensible.

0.353

Continuance
    Conti2 My life will be disrupted if I decide I want to leave 

the hospital now
0.558

    Conti5 Right now, staying with this hospital is a matter of 
necessity as much as a desire

0.531
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Mining Sector CSR and Stakeholder 
Management: A Comparative 
Developing Country Study 

Abstract
This study examines the stakeholder management 
approaches practiced by gold mining multinationals 
within a developing country context. A qualitative 
case study approach was employed purposively 
to select forty-seven (47) key informants including 
top company officials, chiefs, and community 
members. Face-to-face in-depth interviews was 
the main instrument for primary data collection. 
The study found that though CSR practice is not 
mandatory, companies consider it a desirable 
requirement and have established institutional 
arrangements for stakeholder engagement in 
CSR through the establishment of Community 
Consultative Committees,a Community and Mine 
Consultative Committee, a Trust Fund, and a 
Development Foundation. The study established 
that the stakeholder engagement approaches 
adopted have prevented confrontations between 
the firms and community members, promoting a 
very congenial atmosphere for mining operations. 
Furthermore, outstanding issues with communities 
have been amicably settled to the satisfactions 
of community members. The study recommends 
that, mining firms need to effectively manage 
expectations and demands that come from various 
stakeholders by prioritizing stakeholders on the 
basis of the legitimacy and urgency of the demands; 
and secondly, according to whether these demands 
fall within the mutually agreed action points already 
identified by the joint consultative committees. 
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Stakeholder Management, Mining, Ghana
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Introduction

Mining in Ghana accounts for 5% of the 
country’s GDP, with gold accounting for 
90% of total mineral export (Sector Pro-
file Report Ghana, 2015). Institutions 
regulating mining activities in Ghana 
are the Ministry of Mines and Energy, 
Minerals Commission, Geological Survey 
Department, Mines Department, Lands 
Commission, Chamber of Mines and the 
Environmental Protection Agency. The 
government of Ghana, since the mid-
1980s, has privatized its large-scale min-
ing sector, attracting foreign investment 
for the development and expansion of 
large-scale gold mining and explorations 
activities (Hilson & Potter, 2003). Aryee 
(2001), observed that the reform of the 
mining sector has produced a dramatic 
boom in investment flows and the nation-
al economy has been quite dependent on 
the sector. The benefits accrued to mining 
companies as a result of the dynamic evo-
lution of mineral laws and policies have 
led to a rapid growth of Ghana’s mining 
economy. Between 1983 and 1998, the 
mining industry brought approximately 
US$ 4 billion in FDI to Ghana, represent-
ing more than 60% of all such investment 
in the country (Ghana Minerals Commis-
sion, 2000).

The mining sector is credited with bring-
ing in a significant amount of foreign ex-
change earnings, employment opportuni-
ties, mineral royalties, employee income, 
tax payments etc. It is remarkable that 
mining’s contribution to GDP improved 
from 1.3% in 1991 to an average of about 
5.2% between the years 2001-2004 
(Ghana Minerals Commission, 2006). 
The sector’s contribution to the nation’s 
gross foreign exchange earnings has also 

increased gradually from 15.60% in 1986 
to 46% in 1998. In clear terms, the sector 
created US$ 124.4 million in 1986, and 
US$793 million in 1998 (Ghana Minerals 
Commission, 2000). The sector continues 
to be one of the highest contributors to 
the Internal Revenue Service through the 
payment of mineral royalties, employee 
income taxes, corporate taxes and ancil-
lary levies. The country’s mining industry 
performed considerably well in 2012. Ac-
cording to the Gold Fields Mineral Sur-
vey, Ghana was the 8th leading producer 
of gold in the world as its output increased 
by 6% to 96.8 tonnes, regaining its 2010 
position. The total payments from the 
mining industry to the Authority’s chest 
in 2012 was approximately GH¢1.5 bil-
lion (Ghana Chamber of Mines, 2012).

 According to the GRA, total outflows 
from the sector to the nation’s purse was 
approximately GH¢ 1.1 billion in 2013. 
This amount represented 18.7 percent of 
direct tax and 14.3 percent of total do-
mestic revenue mobilized by the GRA in 
2013 (Ghana Chamber of Mines, 2013). 
The minerals and mining sector continued 
to be a leading source of fiscal revenue to 
the state. In 2014, the sector contribut-
ed GH¢ 1.24 billion to the national kit-
ty through the Ghana Revenue Author-
ity. This represents 16.2 percent of total 
direct tax in 2014 relative to a share of 
18.7 percent in 2013 (Ghana Chamber of 
Mines, 2014). The country’s earning from 
mining is set to drop significantly in 2015 
and  the next six years, from an account 
of the distressing low price of gold on the 
world market. The sector’s contribution to 
the national kitty is projected to reduce by 
about US$724 million (Ghana Chamber 
of Mines, 2015)
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Corporate Social Responsibility (CSR) is 
increasingly gaining grounds in compa-
nies’ activities and practices globally, par-
ticularly in the case of mining. Various 
terminologies have been associated with 
the concept (Matten & Moon, 2004).  The 
most common terminologies which have 
become synonymous to the CSR concept 
are: business ethics, corporate citizenship, 
sustainability or sustainable development, 
corporate environmental management, 
business & society, business & governance, 
business & globalisation and stakeholder 
management (Amposah-Tawiah & Dart-
ey-Baah, 2012). Solomon (1991) argues 
that CSR is shared altruism or an act of 
philanthropy whilst the World Business 
Council for Sustainable Development 
(WBCSD) in its publication “Making 
Good Business Sense” gave a much broad-
er outlook to the concept. They defined 
CSR as the “continuing commitment by 
business to behave ethically and contrib-
ute to economic development while im-
proving the quality of life of the work-
force and their families as well as of the 
local community and society at large” 
(WBCSD, 2000:6). Recently, researchers’ 
understanding of CSR hastened to include 
the concept of stakeholders and the crucial 
roles they play in the process of CSR.  For 
example, Hopkins (2011) noted that CSR 
is concerned with treating the stakehold-
ers of a company or institution ethically or 
in a responsible manner. Again, the Euro-
pean Commission (2012) also defines CSR 
as a concept and a practice where compa-
nies integrate social and environmental 
concerns in their business operations and 
in their interactions with their stakehold-
ers on a voluntary basis.  Moreover, Ofori, 
Nyuur and S-Darko (2014) agree to the 
stakeholder dimension of CSR and observe 
that the concept is now being perceived as 

satisfying the needs of both firms and the 
stakeholder, and thus maximizing prof-
its while still meeting wider stakeholder 
demands. This study, therefore, considers 
CSR as a process concerned with inte-
grating all relevant stakeholders in acting 
upon the social, legal, ethical and econom-
ic objectives of a business.

For mining companies, CSR is the ex-
pression of a move towards greater sus-
tainability in the industry, which is the 
practical implementation of the goals of 
sustainability. CSR is a means by which 
companies can frame their attitudes and 
strategies towards its stakeholders (Obara  
& Jenkins, 2006). According to Garvin, 
McGee, Tomic and Aubynn (2007), the 
mining industry has embrace CSR   as the 
fundamental approach by which the chal-
lenges facing the industry, particularly in 
the areas affected by mining activities are 
being addressed. For Yakoveva (2005), in 
the mining industry, CSR transcends im-
pact mitigation to include improvement 
of economic and social benefits of opera-
tion. According to a International Insti-
tute for Environment and Development 
(IIED) report, cited by Amposah-Tawiah 
and Darty-Baah (2012) the mining and 
minerals industry is currently distrusted 
by many of the people it deals with on a 
day to day basis and has failed to convince 
some of its constituents and stakeholders 
that it has the “social license to operate” in 
many parts of the world.

The concept of CSR in Ghana however, 
has become almost synonymous with the 
mining industry where there appears to 
be more environmental and human rights 
concerns, with a lot more interest groups 
calling for ethical, social and environmen-
tal responsibility from companies operat-
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ing in the area (Amposah-Tawiah & Dar-
ty-Baah, 2012). Reforming the mining 
sector was seen by the World Bank as a key 
factor in attempts to alleviate the econom-
ic crisis in Ghana (Hilson & Potter, 2003). 
The reform of the mining sector, therefore, 
has produced a dramatic boom in invest-
ment flows and “the national economy has 
been quite dependent on the sector” (Ary-
ee, 2000:71). For Ofori and Ofori (2014), 
financial accountability, charitable giving, 
community development through philan-
thropy and tri-sector partnerships, worker 
rights enhancement and environmental 
management are at the forefront of the 
mining sector CSR. This relates with the 
observation made by Amposah-Tawiah 
and Darty-Baah (2012) that mining firms 
have begun to show their responsibility to 
the environment and the society by adopt-
ing polices and initiatives for improving 
their performance, and also contribute to 
the sustainable development in the com-
munities affected by their operations. The 
mining industry in Ghana has had some 
positive effects on the economy, providing 
support for the protection of the cultur-
al heritage of the country, and enhancing 
community development through the 
provision of education, employment and 
other livelihood programmes.

Stakeholder Management
For an organisation to get the best out of 
corporate social responsibility, the role of 
the stakeholder must not be undermined. 
According to Drienikova and Sakal (2012), 
stakeholder management involves the ad-
ministration of the relationship between 
a business and its stakeholders. They ob-
served that mutual relations between the 
company and its stakeholders may occur 
in either a positive or negative way. Or-

ganisations owe a duty to themselves and 
their diverse constituents to manage rela-
tionships with their stakeholders so as to 
minimize their negative influences and 
to ensure that they will not be the brakes 
in achieving the objectives of individuals 
and company.  Stakeholder management, 
according to Drienikova and Sakal (2012) 
essentially dictates that the company 
should be in constant contact and interact 
with a multiplicity of significant groups, 
encourage, and uphold support of these 
groups, noting and harmonizing their re-
spective relevant interests.  

Like the very concept of CSR, stakehold-
er management has a voluntary basis. In 
their view, Drienikova and Sakal (2012) 
opine that experience has confirmed that 
stakeholder management aids as a volun-
tary fundamental tool in attaining eco-
nomic success of business efficiency and 
sustainable development over the long-
time interval. Within the framework of 
corporate social responsibility, Drienikova 
and Sakal (2012) assert that stakehold-
er management can be viewed from two  
basic perspectives: the stakeholders’ iden-
tification and analysis of the impact of 
their interests and the process of engaging 
stakeholders (stakeholder engagement). A 
central part of stakeholder management in 
CSR activities is also the dialogue and ne-
gotiation with stakeholders. Stakeholder 
dialogue enhances mutual understanding 
between business and individual stake-
holders. 

Lee (2007) agrees with the stance of 
Drienikova and Sakal (2012) on stakehold-
er management and asserts that practition-
ers now understand the implications of 
managing relations with key stakeholders 
such as shareholders, customers, employ-
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ees, the local community, government, 
the media and the general public globally 
within the corporate world. According to 
Freeman (1984), stakeholder management 
encompasses the distribution of organisa-
tional resources in such a way as to con-
sider the impact of such supply on various 
groups both within and outside the firm.  
Post, Lawrence, and Weber (2002) sub-
scribe to Freeman’s claim on stakeholder 
management and confirm that stakeholder 
management means the development and 
implementation of organisational poli-
cies and practices that consider the objec-
tives and interests of all relevant parties, 
all of whom are entitled to consideration 
in strategic managerial decision making. 
The doctrine of stakeholder management 
pushes management to aim at outcomes 
that optimize the performance for and 
balance the conflicting demands of all in-
volved stakeholders rather than maximize 
the results for one stakeholder group. One 
of the primary objectives of the firm is 
to maintain the capability to balance the 
interests of different stakeholders in the 
firm. According to Wood (1991), social 
responsiveness of an organisation is based, 
in part, on the ability to meet the needs 
of the stakeholders.  Wood’s assertion is 
in congruence with that of Donaldson and 
Preston (1995), who believe that stake-
holder management essentially places 
importance on the active management of 
stakeholder interests and   utilizes various 
approaches including corporate social re-
sponsiveness and CSR activities.

The Research Gap and Objective 

Extant literature on CSR and stakeholder 
management suggest that both concept 
have well been researched. Comparative 

studies of corporate social responsibility 
(CSR) are fairly rare, as opposed to other 
related fields, such as comparative corpo-
rate governance. This is to be expected be-
cause according to McWilliams, Siegel and 
Wright (2006), CSR is still “emergent” It 
has been noted that there is a convergence 
between CSR and Stakeholder Manage-
ment (Korppi, 2013). However, a critical 
search of literature shows that research 
on CSR and Stakeholder Management 
has dealt mostly with their relationships 
with firm performance (Hillman & Keim, 
2001; Waddock & Graves, 1997). Little 
research however has probed the relation-
ships between Stakeholder Management 
and CSR (Agle, Mitchell & Sonnenfeld, 
1999; Savage, Nix, Whitehead & Blair, 
1991). Carroll (1991) explains that there 
is a natural fit between CSR and Stake-
holders Management, however, stakehold-
er approach is not viable as it implies the 
sacrifice of sound business objectives. This 
thinking might have led to fewer studies 
examining the relationship. None of the 
current studies have comparatively exam-
ined CSR and stakeholder management 
approaches in Africa and other developing 
countries particularly in the mining sec-
tor. 

Hence, this study will fill the gap by pro-
viding a comparative study on the various 
stakeholder approaches adopted by the 
mining firms in engaging their key stake-
holders in CSR activities, which is absent 
in current literature. The study seeks to 
answer questions like what are the stake-
holder approaches to effective CSR with-
in the mining sector; what roles do key 
stakeholders play in promoting CSR ac-
tivities by using two multinational firms 
both in Ghana as a case study whilst ex-
amining why and how stakeholders could 
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be managed within CSR to help maintain 
the social license to operate. The main ob-
jective of the study is to:

Assess the Corporate Social Responsibility and 
Stakeholder Management approaches adopted 
by two mining MNCs for promoting commu-
nity development in the communities where they 
operate and to determine the role played by key 
stakeholders in promoting CSR activities of 
mining firms.

LITERATURE REVIEW

Corporate Social Responsibility

The concept of CSR has been discussed in 
theory and practice Weber (2008) but it 
appears that there is no consensus on its 
definition (Turker, 2009). The challenge 
for an acceptable conceptualization is the 
generic nature and scope of the concept 
(Idemudia, 2008;  Gulyas, 2009). As a re-
sult, researchers are yet to find a universally 
accepted definition of CSR (Weber, 2008; 
Turker, 2009). This lack of an acceptable 
conceptualization generally suggests that 
CSR currently is defined differently to fit 
specific environments and periods (Grif-
fin, 2000). This study, therefore, explores 
three different generations of definitions 
for CSR: earlier definitions- before 1991, 
mid definitions between 1991 and 2010 
and most recent definitions from 2011 on-
wards. 

Researchers, before 1991, conceptualized 
the concept of CSR as a social phenome-
non of businesses. Here, their orientation 
of CSR revolved around societal expecta-
tions of businesses. Davis (1973) for exam-
ple, defined the orientation of CSR as the 
responsibility of decision makers, to take 

actions that will not only meet their own 
needs and interests, but to also safeguard 
the protection and enhancement of public 
wealth. In line with this definition, Carrol 
(1979) argued that social responsibility 
encompasses the economic, legal, ethical 
and discretionary expectations that a soci-
ety has of organisations at a given point in 
time. In 1983, Carrol (1979) gave a broad-
er outlook to the concept by defining CSR 
as “the conduct of a business so that it is 
economically profitable, law abiding, eth-
ical and socially supportive” (p. 608). In 
support with all the researchers above, 
Frederick (1986) postulated that the fun-
damental idea of corporate social respon-
sibility is that a business organisation has 
an obligation to contribute to social bet-
terment. 

After more than a decade, the focus of 
researchers on CSR that tended to center 
predominately on the society’s expectation 
of businesses broadened to include oth-
er elements of CSR. For example, Wood 
(1991) expanded the ideas of CSR by en-
capsulating them into three driving prin-
ciples of social responsibilities, identify-
ing those principles as: business being a 
social institution, business being responsi-
ble for the outcomes relating to their areas 
of involvement with society, and individ-
ual managers being moral agents who are 
obliged to exercise discretion in decision 
making. The basis of Wood’s assertion was 
based on the fact that business and society 
are interwoven rather than distinct enti-
ties. Again, the World Business Council 
for Sustainable Development, in support 
of this, proposes a definition for CSR as 
the continuing commitment by business 
to behave ethically and contribute to eco-
nomic development, while improving the 
quality of life of the workforce and their 
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families as well as the local community 
(WBCSD, 1999). 

Steiner and Steiner (2000) observed that 
social responsibility is the duty a corpora-
tion has to create wealth by using means 
that avoid harm, to protect, or enhance 
societal assets. McWilliams and Siegel 
(2001) describe CSR as actions that appear 
to further some social good beyond the in-
terest of the firm and which are required 
by law.  Pearce and Doh (2005) describe 
CSR as the actions of a company to ben-
efit society beyond the requirements of 
the law and the direct interests of share-
holders. The European commission (2001) 
remarked that CSR is a concept whereby 
companies decide voluntarily to contrib-
ute to a better society and a cleaner envi-
ronment. The central theme of these defi-
nitions is the focus on the environment, 
creating shareholder value and contribut-
ing to economic development. The ration-
ale behind this shift in attention could be 
attributed to new levels appreciation of 
the concept of CSR as well as the realiza-
tion that perhaps the concept transcends 
societal expectations.

From 2011, the definition of CSR tends 
to include the concept of stakeholders and 
the crucial roles they play in the process of 
CSR.  For example,Hopkins (2011) not-
ed that Corporate Social Responsibility is 
concerned with treating the stakeholders 
of a company or institution ethically or in 
a responsible manner. The European Com-
mission (2012) also subscribes to the cur-
rent trend of CSR definitions and defines 
it as a concept and a practice where com-
panies integrate social and environmen-
tal concerns in their business operations 
and in their interaction with their stake-
holders on a voluntary basis.  According 

to Amponsah-Tawiah and Dartey-Baah 
(2013), CSR is the strategic decision of an 
organisation to voluntary and deliberately 
act upon the social factors that have the 
potential of militating against the fulfill-
ment of corporate goals. Moreover, Ofori, 
Nyuur and S-Darko (2014) agree to the 
stakeholder dimension of CSR and observe 
that the concept is now being perceived as 
satisfying the needs of both firms and the 
stakeholder, and thus maximizing profits 
while still meeting wider stakeholder de-
mands. This study therefore considers CSR 
as a process concerned with integrating all 
relevant stakeholders in acting upon the 
social, legal, ethical and economic objec-
tives of a business.

CSR and Stakeholder 
Management

The term "stakeholder" has been widely 
examined in corporate and academic lit-
erature. Researchers before the dawn of 
the 1990s defined stakeholders various-
ly: Stanford (1963), for example, defined 
stakeholders as those groups without 
whose support the organisation would 
cease to exist (cited in Freeman 1984).  
Freeman’s (1984) seminal definition holds 
that a stakeholder is defined as any group 
or individual who can affect or is affected 
by the achievement of the organisation's 
objectives. It can be inferred that both 
Stanford’s and Freeman’s definitions fo-
cused on the power of the stakeholder, i.e. 
the fact that a stakeholder wields some 
form of power over an organisation. For 
Cornell and Shapiro (1987), stakeholders 
are claimants who have contracts; Alkha-
faji (1989) also defines stakeholders as 
groups to whom the corporation is respon-
sible. It can again be inferred that Cornell 
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& Shapiro and Alkhafaji also emphasized 
the legitimacy of a stakeholder’s relation-
ship with an organisation.

Another set of definitions can be identi-
fied between 1991 and 2000.The empha-
sis  during this decade was the fact there 
exists a relationship between a stakehold-
er and a business; a stakeholder having 
a stake in an organisation; a stakeholder 
as a claimant or influencer and a stake-
holder possessing legitimacy. For exam-
ple, Smith (1990) defined stakeholders as 
groups in a relationship with an organisa-
tion; Donaldson and Preston (1995) posit 
that stakeholders are  those who identify 
through the actual or potential harms and 
benefits that they experience or anticipate 
experiencing as a result of the firm's ac-
tions or inactions; Brenner (1995) defined 
a stakeholder as one who could impact 
or be impacted by the firm/organisation; 
whilst for Carroll and Bushholtz (2000), 
a stakeholder is an individual or a group 
that has one or more of the various kinds 
of stakes in a business. 

Researchers after 2000 seem to center 
their definitions on the fact that organi-
sations affect the stakeholders and vice 
versa, or have mutual relationships where 
the actions of each group affects the oth-
er. For example, according to Post et al 
(2002), stakeholders are individuals and 
groups that are affected by an organisa-
tion's policies, procedures, and actions. 
Freeman, Wicks and Parmar (2004) define 
a stakeholder as those groups who are vital 
to the survival and success of the organ-
isation. O’Riordan and Fairbrass (2008) 
also define a stakeholder as individuals or 
groups whose actions affect and are affect-
ed by the activities of a firm. Stakeholders 
are diverse and could range from the pub-

lic, shareholders, employees, customers, 
suppliers, creditors, investors, competi-
tors, other business partners, the media, 
government and local community. The 
WBCSD (2002) provided a list of entities 
that supposedly qualify as stakeholders. 
They include employees, customers, sup-
pliers, governments and their agencies, 
the public, NGOs, investors and lenders. 
Also, Mitchell, Agle and Wood (1997),   
two decades ago argued that apart from 
customers, suppliers, competitors, govern-
ment agencies/administrators, local com-
munities/governments, activist groups 
and unions, persons, groups, neighbor-
hoods, organisations, institutions, socie-
ties, and even the natural environment are 
generally thought to qualify as actual or 
potential stakeholders. 

According to Clarkson (1995), stakehold-
ers can be categorized into primary and 
secondary groups within and off the com-
ponents of the firm. Primary stakeholders 
(e.g. shareholders, creditors, employees, 
customers and suppliers) include those 
groups with direct and sound legal rights 
on organisational resources. Clarkson ad-
mits that if any of the primary stakeholders 
becomes dissatisfied with and withdraws 
from the corporate system, the corpora-
tion cannot thrive. Secondary shareholders 
(e.g. dismissed workers, the natural envi-
ronment, media, a wide range of special 
interest groups and general public) refers 
to those parties whose claims on organisa-
tional resources are less soundly established 
in law, thus are entitled less protection, or 
are based on non-binding criteria such an 
ethical obligation or community loyalty 
(Garriga & Mele, 2004). Lee (2007) asserts 
that secondary stakeholders affect, or are 
affected by the corporation’s actions but 
are not engaged in direct transactions with 
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the corporation and is not essential for its 
continuance. To Garriga and Mele (2004), 
the corporate stakeholder examination en-
compasses the corporate planning model 
to include external influences on the firm. 
The management’s role includes public 
corporate planning and business policy 
making through the political negotiation 
processes among major stakeholders. This 
concept contrasts with decision making in 
strict accordance with economic rational-
ity directed at maximizing profit for only 
primary stakeholders. In recent times, 
the groups of relevant stakeholders have 
come to include NGOs, activists, com-
munities, governments, media and other 
institutional forces who increasingly voice 
the demand of what they consider to be 
responsible corporate practices from cor-
porations (Garriga & Mele, 2004).

Corporate Social Responsibility in 
Ghana 

In Ghana recently, there has been a call 
on organisations to help with social pro-
grammes as government alone is inca-
pable of handling all societal problems. 
This call occurred because the socialist 
orientation of the late Dr. Kwame Nk-
rumah’s government gave the impression 
that State Owned Enterprises (SOEs) were 
able to solve all of society’s problem (Am-
posah-Tawiah & Darty–Baah, 2012). This 
has limited corporate organisations social 
obligations to payment of taxes and affect-
ed the implementation of the concept of 
CSR in the country. Ghana has a diverse 
corporate environment with limited lia-
bility, companies limited by guarantee, 
state-owned-companies etc. Despite the 
proliferation of initiatives to promote CSR 
at the global level in the face of public con-

cerns about the political, economic, social 
and environmental impact of the activities 
of corporations, Ghana still does not have 
a comprehensive document on CSR avail-
able (Anku-Tsede & Deffor, 2014). 

The CSR framework in Ghana is provided 
by a variety of policies, laws, practices and 
initiatives. Simply put, in Ghana, policies, 
legislation, and other forms of law regu-
late CSR (Anku-Tsede & Deffor, 2014). 
For instance, the Ghana Land Policy doc-
ument bears directly on CSR. Large-scale 
multi-national companies spearhead CSR 
activities in Ghana. Again, low per capi-
ta income, a weak currency, capital flight, 
low savings and low productivity makes 
it almost impossible for indigenous com-
panies (mostly engaged in retail and pro-
duction of primary commodities) to pur-
sue social actions (Amposah-Tawiah &  
Darty-Baah, 2012). This is evident from 
what Ofori (2006) referred to as “the en-
gagement of haphazard indulgence of cor-
porate good works” in Ghana.  For Abugre 
(2014), managerial role in the practice of 
CSR is limited and ineffective in Ghana. 
He discovered that difficulties of effective 
CSR implementation can be attributed to 
leadership weak spots in the form of mis-
management and corruption, lack of lead-
ership commitment and unwillingness to 
allocate monies due for CSR activities. He 
claims that organisations in Ghana can do 
better in the practice of CSR if manage-
ment’s attitude to CSR, corruption, and 
work behaviours are positive.

Commenting on how CSR activities in 
Ghana can be properly regulated, An-
ku-Tsede and Deffor (2014) recommend 
that even though CSR is, to a large extent, 
influenced by various regulatory regimes 
in Ghana, its efficiency is often adverse-
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ly affected by deficiencies in the enforce-
ment of the relevant laws and thus sug-
gested that enforcement agencies should 
be empowered to ensure compliance with 
the laws to enable an effective delivery of 
CSR in Ghana. Large-scale manufactur-
ing, telecommunication and mining com-
panies such as MTN, Valco, Goldfields, 
and AngloGold have been instrumental 
in the social development of the country 
(Amposah-Tawiah & Darty-Baah, 2012).  
The absence of a clear CSR policy makes it 
difficult for individuals, advocacy groups 
and public agencies seeking to hold corpo-
rations responsible for their social respon-
sibilities (Anku-Tsede & Deffor, 2014). 
Companies seeking to meet their cor-
porate social responsibilities are also not 
sure of whether they are doing what they 
should be doing and are unclear as to the 
exact parameters of CSR. 

Theoretical Framework 

The stakeholder theory 

The overall notion of the stakeholder con-
cept is the understanding of the organisa-
tion as a system of different components 
with varied interests regarding what the 
organisation should be and how it should 
function. Friedman and Miles (2006) state 
that the organisation should be conceived 
as an assemblage of stakeholders and the 
aim of the organisation and management 
should be directed towards managing 
their needs, desires and viewpoints. Again, 
Friedman noted that management of the 
firm should not only promote the benefit 
of its stakeholders in ensuring their rights 
and participation in decision making, but 
also act as the stockholders’ agent to en-

sure and safeguard the survival and long-
term stakes of the firm and each group. 

 The pre- and post-Freeman (1984) empha-
size the idea of stakeholder, or stakeholder 
management or stakeholder approach to 
strategic management, suggesting that 
managers ought to articulate and imple-
ment processes and activities that satisfy 
all and only those groups who have a stake 
in the business (Freeman, 1984). The core 
of this process is to manage and integrate 
the relationships and interests of share-
holders, employees, customers, suppliers, 
communities and other relevant groups in 
a manner that ensures and guarantees the 
long-term success of the firm. The stake-
holder approach is very much concerned 
about the active management of the busi-
ness environment, the relationships and 
the promotion of shared and mutual in-
terests in developing successful business 
strategies.

Stakeholder management has developed 
to become one of the largest domains 
within CSR in the last couple of decades. 
Gjerdrum (2011) underscored that even 
though the stakeholder approach is only 
one of the many different perspectives on 
CSR and, albeit the fact that basic stake-
holder research has had little to do with 
CSR, this dimension has developed to be-
come one of the most essential and famous 
perspectives on CSR. Finally, Gjerdrum 
(2011) argues that a stakeholder approach 
to CSR includes a high level of relation-
ship not only among the stakeholders but 
between mining firms and their many 
stakeholder players.
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Criticisms Against the stakeholder 
theory

The stakeholder theory has attracted var-
ied criticism from a number of researchers. 
For example, according to Jenson (2000); 
Marcoux (2000) and Sternberg (2000), the 
theory provides no specific objective func-
tion for businesses and managers. Jenson 
(2000) observes that the theory cannot sat-
isfactorily provide corporations with pre-
cise objective functions since the balanc-
ing of stakeholder interests abandons an 
objective basis for evaluating business ac-
tions. However, according to Mele (2008), 
this is not a strong objection because 
stakeholder theory is not against share-
holders. Also, Sternberg (2000) observed 
that stakeholder theory effectively erodes 
business accountability and also creates an 
excuse for managerial opportunism. This 
is because according to him, any corpora-
tion that attempts to meet the needs of all 
stakeholders cannot be accountable to an-
yone. He further claimed that this theory 
gives corporate management the ability to 
justify egotistic behaviours by appealing 
to the interests of those stakeholders who 
benefit. Sternberg’s position on manage-
rial opportunism was challenged by Free-
man (1998), who claims that though man-
agerial opportunism is problematic, it is 
not a problem for stakeholder theory, than 
the alternatives.

For Marcoux (2000), stakeholder the-
ory seems more likely to focus on the 
distribution of final outputs. Yet, this 
argument has been rebutted by Freeman 
(1998). He replied that “stakeholder 
theory is concerned with who has input 
in decision-making as well as with who 
benefits from the outcomes of such deci-
sions. Notwithstanding these weaknesses, 

the stakeholder theory has proved useful 
to businesses and managers. According 
to Mele (2008), the stakeholder theory 
maximises shareholder value by taking 
into consideration stakeholder rights and 
their legitimate interests. He adds that 
the theory is not a mere ethical theory 
disconnected from business management, 
but a managerial theory related to busi-
ness success and the fact that the theory 
shows how business works at its best, and 
how it could work. Fassin (2009) indicates 
that the theory is descriptive, prescriptive, 
and instrumental at the same time. Stake-
holder theory superseded the conceptual 
vagueness of CSR by addressing concrete 
interests and practices and visualizing 
specific responsibilities to specific groups 
of people affected by business activity 
(Clarkson, 1995).  Irrespective of these di-
verse discussions on stakeholder theory, it 
offers a theoretically and practically useful 
framework for studying and evaluating 
CSR and stakeholder management which 
correlates with the needs of this study.

Methodology, Instrument and 
Rationale for selecting the site

This study was designed using the case 
study qualitative approach and employed 
methods such as focus group discussions, 
stakeholder meetings and interviews.  The 
qualitative research approach is adopted 
for a number of reasons. The first reason 
is that the researcher studies the phenom-
enon under a natural setting (Creswell, 
2003). This is because the qualitative ap-
proach offers the opportunity to undertake 
an in-depth discussion with stakeholders 
of the two firms. It generates richer data 
and can provide important outcomes with 
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smaller samples (Brown, 2010).  Creswell 
(2003) explains that qualitative research 
explores a social or human problem in 
which, among other things, the research-
er conducts the study in a natural setting. 
This study adopts the case study design. 
According to Thomas (2011), Case study 
research is an increasingly popular ap-
proach among qualitative researchers. 
Case study consists of detailed investi-
gation often with data collected over a 
period of time of the phenomena within 
their context (Hartley, 2004). Eisenhardt 
(1989) defines case study as a research 
which focuses on understanding the dy-
namics present within a single setting.

Yin (2009) also defines a case study as 
an empirical enquiry that investigates a 
contemporary phenomenon in-depth and 
within its real-life context, especially 
when the boundaries between phenom-
enon and context are not clearly evident.  
The study was carried out in the Bibiani 

and Prestea Huni-Vally Districts of the 
Western Region of Ghana. Both Districts 
are among the leading producers of gold 
in Ghana. The Districts were selected for 
the study because they host a number of   
multinational gold mining operations in 
Ghana. Hilson and Porter (2003) have ob-
served that the Districts have the largest 
concentration of mining activities than 
any area in Ghana. Subsistence farming 
and small scale mining are major econom-
ic activities for the local people living in 
the communities. Although the two dis-
tricts are known for natural resource pro-
duction including mining, timber and 
cocoa which generates a lot of money, it 
has been reported by Akabzaa and Daram-
ani (2001) that very little of these monies 
get to the mining communities and, as a 
result, the local folks continue to live in 
poverty. Issues such as compensation, lo-
cal employment, environmental degrada-
tion and societal disintegration continue 
to pose conflicts between the companies 
and the communities in the districts. The 
Maps below show the study areas.

 

Maps showing the location of the two companies relative to the rest of Ghana
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Participating Companies

Both companies are multinational min-
ing firms owned by two Canadian gold 
mining companies. They were selected 
for the study because of their outstanding 
CSR credentials. According to AKOBEN 
programmes report of 2009-2012, both 
companies have been consistent in follow-
ing their CSR activities.  AKOBEN pro-
gramme is an environmental performance 
rating and disclosure initiative of the En-
vironmental Protection Agency (EPA), 
Ghana. Under the AKOBEN initiative, 
environmental performance of mining and 
manufacturing operations are assessed. 
Through the AKOBEN initiative, regu-
lators inform companies about their oper-
ational performance and also send a clear 
message to companies about their per-
formance gap (AKOBEN Environmental 
Rating and Disclosure Programme, 2012).

Procedure

Document Review: company reports such 
as CSR polices, constitutions of  CCC, 
CCMC, as well as the development foun-
dation were reviewed to provide insight 
into general company CSR operations and 
stakeholder activities. These aided the re-
searchers to build a full and comprehen-
sive CSR and stakeholder profile of each 
participating company. Relevant reports 
published by state organisations were 
studied to understand the role of these or-
ganisations and their key stakeholders in 
mining sector CSR 

Interview: Comprehensive interviews were 
conducted with different stakeholders 
involved in the selection and the imple-
mentation of CSR initiatives. The inter-
views were used to gather in-depth infor-

mation about the role these stakeholders 
play in making company CSR activities. 
Interviewees were selected from the two 
companies, community members, and 
representatives of chiefs, representatives 
of farmers and some selected assembly 
and unit committee members.  Two sets 
of interview guides which were used,  
through in-depth interviews which led to 
follow-up questions, helped achieve depth 
of answers as well as the reasons, feelings, 
opinions and beliefs behind answers (Le-
gard, Keegan & Ward, 2003).

Focus group discussion: the study employed 
a uniform sampling method where partic-
ipants are selected to give detailed insight 
into a particular phenomenon Robson  
(2002). This was used to choose partici-
pants for the focus group discussion. In 
this study, four sets of focus group discus-
sions were conducted with eight people 
(both males and females) within each set; 
participants engaged for the focus group 
discussion were beneficiaries of ongoing 
CSR programmes and they offered the 
chance for deeper appreciation of com-
munity/ stakeholder perspectives on the 
performance of the CSR programmes and 
stakeholder engagement approaches be-
ing implemented by the participating 
companies. These individuals who are 
farmers, youth leaders, representatives of 
market women and women’s groups and 
other community dwellers were all select-
ed from communities currently benefiting 
from the programmes being executed by 
the two mining companies. Questions 
asked at focus group discussions includ-
ed: “are these support/activities relevant  
to your community”? “Does the company 
communicate to your community on pro-
grammes/projects they undertake”? “Do 
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you contribute some resources to help the 
company’s CSR projects?"

Findings 

This section presents the findings from re-
view of the companies’ CSR programmes- 
company mission statements, stakeholder  
identification and structure for stakehold-
er engagement in CSR activities. The re-
view showed  that both companies share 
key features in stakeholder engagement 
and community development. With re-
gard to community relations, both compa-
nies have established community relations 
departments and community consultative 
committees to address community issues. 
However, company B has additional in-
stitutions known as the Community and 
Mine Consultative Community and a De-
velopment Foundation. The companies, 
through these institutions, have been able 
to give more attention to communities af-
fected by their activities.  As evidenced in 
their respective CSR mission statements, 
these companies are responsible and con-
cerned about the welfare of the communi-
ties affected by their operations.

CSR mission statement

We sought to find out whether or not 
these companies have clear CSR mission 
statements in place that demonstrate their 
commitment to CSR activities. Our find-
ings revealed that both companies have 
clear CSR mission statement and policies 
in place. The mission statements of the 
companies:

Company A

“We believe we have both a moral and a busi-
ness imperative to be a good neighbour where 
we operate, and regard social responsibility as 
a core value. We understand that maintaining 
our social license to operate means maintaining 
strong and mutually beneficial relationships 
with communities and stakeholders wherever 
we live and work.  Our guiding principles for 
Corporate Responsibility define what ‘doing the 
right thing’ means to us and are central to how 
we conduct our business.”

Company B

“We are committed to being a part of the com-
munity in which we operate. We will achieve 
this by maintaining and building strong rela-
tionships with other members of the community 
based on mutual respect and recognition of each 
other’s right, and by engaging in active part-
nership, to support and sustained the betterment 
of the community and local development.”

The two mission statements recognize the 
need to respect stakeholders who are core 
parts of CSR activities. It also speaks to 
active partnership with stakeholders as 
well improving the lives of the communi-
ty within which it operates.

Various Stakeholder Approaches 

This objective was to identify and assess 
approaches adopted by these two compa-
nies in managing their various stakehold-
ers as far as the delivery of CSR is con-
cerned.

a. Structures for CSR Stakeholder 
Engagement

Company A’s structure for stakeholder ap-
proach is organised as follows: it has set up 
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two important structures that collaborate 
to deliberate on CSR projects and activi-
ties. The company has a CSR department 
which was established before the compa-
ny started its operations in 2005; whilst 
there is also a Community Consultative 
Committee (CCC) currently headed by a 
traditional chief, established in 2004 to li-
aise between the company and its various 
stakeholders. Within this same period, the 
company established a Trust Fund Board 
to be managed by Trustees or Board. The 
CSR department spearheads and coordi-
nates all the CSR activities as well as fa-
cilitating stakeholder discussions. In an 
interview, the chairman of the Committee 
explained:

“Currently there is a committee known as the 
Community Consultative Committee that is re-
sponsible for disbursing all funds that are lo-
cated to the communities. This money constitutes 
2% of each ounce of gold sold. The money is 
used solely for community development, which is 
different from other corporate social responsibil-
ity projects often undertaken by the firm”.

b. Stakeholder engagement in CSR

On stakeholder engagement in CSR activ-
ities, a key stakeholder submitted thus:

“Various stakeholders are involved at every step 
of the way but non-governmental organisations 
(NGO’s) do not exist in these rural areas and 
the company is not accountable to any…We op-
erate in 2 district assemblies and 3 tradition-
al areas with more than 10 communities. The 
company sits down with the various stakehold-
ers and listens to their demands. The CCC as a 
major stakeholder is consulted where a budget is 
allocated to CSR in a fiscal year”

The revelation above appears problematic 
because without NGOs and probing me-
dia to ensure compliance on the mining 

companies, various deviations in the CSR 
process could occur. The role of NGOs 
and media in enhancing effectiveness of 
the CSR has well been argued by Teegan, 
Doh and Vachai (2004) who justify the 
need for NGOs to get involved in CSR ac-
tivities of mining companies.

Company B

a. Established structure for 
stakeholder engagement 

It has a number of structures for stakehold-
er engagement. Prominent among them 
are the Community Relation Department, 
the Community Consultative Committee 
and the Community/Mine Consultative 
Committee as well as the Golden Star 
Bogoso/Prestea Development Founda-
tion which collectively work together to 
achieve CSR goals. According to the head 
of the CSR department, the structure for 
CSR and stakeholder engagement starts 
right from the board of directors. In his 
submission, he stated thus:

We have an established structure for CSR and 
stakeholder engagement and communication. 
Our company runs in stages. We have the board, 
the corporate and operational levels. So right at 
the top, we have a committee and a lead person 
responsible for CSR, and the corporate level, we 
have Vice President for CSR; and finally at the 
operational level, it’s the Community Relation 
Department that is responsible for CSR.

This point substantiates the findings by 
Puplampu and Dashwood (2011) that, 
“Golden Star Resources CSR activities are 
driven by the top”. They found out that 
Golden Star has the sustainability com-
mittee of the Board that decides to work 
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on a series of initiatives that would im-
prove the company’s CSR efforts.

b. Identifying with all relevant 
stakeholders and understanding of 
needs

The company identifies with all relevant 
stakeholders. These include the chiefs, 
communities, District Assembly, regulat-
ing bodies such as the EPA, mineral com-
mission and NGO. According to a leading 
member of the CSR office,

“CSR is part of our core policy undertaking. 
Our desire to peacefully coexist with our host 
communities helps build and maintain a good 
reputation for the company. We have set up in-
formation centres in all our communities. This 
helps our community members to get us with 
their complaints, challenges and other relevant 
information”.

The revelation above is important as inter-
acting peacefully with a company’s stake-
holders helps build stronger relationships 
with stakeholders and improves the com-
pany’s reputation. The observations made 
by Suchman (1995) and Kemp (2010) also 
buttress this assertion. They argued that 
a stakeholder approach to CSR includes a 
high level of interaction between the firm 
and the different stakeholders, where all 
players participate and gain advantages 
out of a good relationship and highlight 
the need for mining companies to adopt a 
strategic approach to community relations 
primarily concerned with managing cor-
porate reputation.

c. Stakeholder communication 
through established institutions

A very important CSR stakeholder ap-
proach is stakeholder communication. It 
has laid down structures of communica-

tion for stakeholder engagement in CSR, 
which enables the company communicate 
with its stakeholders on a regular basis. It 
has with agreement with the community, 
established the Development Foundation 
which collaborates with the Community 
Consultative Committee and Community/
Mine Consultative Committee to deliver 
CSR activities. In an interview with the 
lead person in the CSR department, he ex-
plained thus:

“The company is committed to the sustainable 
economic and social development of the Bogoso/ 
Prestea Mine Local Community as well as the 
promotion of peace and harmony between the 
company and the community. We are desirous of 
contributing some amount of money from our op-
erations within the community towards the said 
commitment. We and the community agreed to 
set this Development Foundation to be the ‘cor-
porate vehicle’ to achieve the sustainable and 
social development of the community. We hold 
regular meetings with these three institutions 
which enhances effective communication between 
us and our stakeholders.”

Commenting on the need for effective 
communication, it emerged from the fo-
cus group that:

“They consult and communicate with us. I think 
because they are mining our gold they can’t af-
ford not to consult and communicate with us. 
We have agreements with them that allows us 
to meet regularly with them. Though they don’t 
take all the suggestions we present at the table 
of discussion, I can’t take away the fact they 
communicate to us the community members”.

Roles of key stakeholders in the com-
panies' CSR process
On the roles of stakeholders, findings 
from this study reveal that there are in-
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stitutional and procedural arrangements 
that enable collaborative approaches to 
CSR projects and activities of these firms. 
Whereas company A has the Communi-
ty Consultative Committee as its major 
stakeholder, company B has the Commu-
nity Consultative Committee (CCC), the 
Community/Mine Consultative Commit-
tee and a Development Foundation. 

The Community Consultative 
Committee (CCC)- Company A

The community consultative committee 
comprises governmental/quasi-govern-
mental agencies, the chiefs, and selected 
community members who meet quarterly 
and sometimes in emergencies to discuss 
and resolve issues of common concern. Es-
sentially, the CCC is a collection of all rel-
evant stakeholders of the company. These 
members are to present the needs of their 
constituents, deliberate on CSR and to 
communicate proceedings to the constit-
uents. By involving various stakeholders 
in the CSR process, it tends to reduce the 
resistance that could have been encoun-
tered in the mining areas. This finding 
corroborates a position held by Gifford 
and Kestler (2008) that in recent times, 
stakeholders around mining sites are now 
mobilised in developing nations to help 
develop local legitimacy and to reduce 
conflicts. 

The study revealed that the establish-
ment of the CCC and its community-fo-
cused broad based membership makes the 
committee effective. It comprises mem-
bers drawn from traditional rulers whose 
communities host mining operations; 
representatives of the people including 
Assembly members and chief farmers; and 
Institutional representatives including the 

BNI, MoFA, District Assemblies, among 
others. As posited by Post et al (2002), 
effective stakeholder management means 
the development and implementation of 
organisational policies and practices that 
consider the objectives and interests of all 
relevant parties, all of whom are entitled 
to consideration in strategic managerial 
decision making.  Institutional arrange-
ments for engaging stakeholders from di-
verse backgrounds is imperative as argued 
by Delmas and Toffel (2004). They note 
that firms whose outputs have an environ-
mental impact operate in a hostile envi-
ronment and so there is the need to engage 
a range of stakeholders in CSR and stra-
tegic development to help leverage both 
coercive and normative pressures from a 
range of institutions including govern-
ment, customers, community and envi-
ronmental groups as well as the industry. 
The Committee elects its own chair and 
vice who preside over meetings. The main 
mandate of the Committee is to promote 
cooperation and understanding between 
the company and its various stakeholders 
and to ensure that the company lives up to 
its Corporate Social Responsibility to the 
communities in particular, and the coun-
try at large.

The Trust Fund

There is also a Trust Fund from which 
all deliberated projects by the CCC are 
funded or implemented. In other words, 
the Trust Fund serves as the consolidat-
ed fund which is used to implement the 
CSR activities of the company. The Trust 
Fund Board is composed of professionals 
including Auditors, Lawyers, Account-
ants, Planners, Administrators and Quan-
tity Surveyors. However, this Board is to 
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take advice from the community members 
and representatives on the effective use of 
the fund to meet community needs. The 
Board appoints its own chair or leader who 
shall preside over all meetings and shall 
approve projects proposed by the CCC for 
implementation.  In a focus group discus-
sion, a participant of the CCC, explained 
that:

“Before its establishment, the company met with 
opinion leaders of the various communities and 
since its inception, no suggested projects have 
been rejected by the community. To help facil-
itate these activities the traditional rulers issue 
out land for the implementation of these projects. 
Community confrontation is also avoided be-
cause of effective way of engaging stakeholders”.

Whereas literature argues that mining 
operations continue to be the focal point 
of community concerns, protests, and in 
some cases outright opposition (Bush, 
2009; Hilson & Yakovleva 2007; Horow-
itz, 2010; Omeje, 2005; Puplampu & 
Dashwood, 2011). These studies observed 
that the approach adopted by the compa-
ny has made it peacefully co-exist in the 
mining communities. In other words, the 
literature suggests that mining operations 
are usually associated with community 
conflicts but the opposite was found in the 
study area. This point was clearly made by 
an informant, a key member of the CCC, 
who explained that the cordial relation-
ship between the company and its various 
stakeholders makes the people supportive 
and unlikely disrupt operations or activi-
ties of the company, and are even ready to 
support them to continue their stay. 

This observation is quite revealing and 
tends to deviate from most mining com-
munities in developing African countries, 
where mining communities are in constant 

confrontation with mining companies and 
would even want to drive the latter away 
(Hilson & Yakoveleva, 2007). This study 
reveals that effective stakeholder engage-
ment in CSR activities would enhance the 
legitimacy of mining companies to the 
extent that community members do not 
want them to leave any time soon. It con-
firms an argument by Gifford and Kestler  
(2008) who observe that mining firms 
have begun to work with stakeholders 
around their mining sites in developing 
nations to develop local legitimacy. 

Company B

The Foundation

The Bogoso/Prestea Development Foun-
dation was set up by the company to carry 
out its developmental agenda to the com-
munities. The foundation is run by the 
selected members from the company and 
the communities within which it operates. 
It was established on the premise that the 
company is committed to the economic 
and social development of the mine local 
community as well as the promotion of 
peace and harmony. Therefore, the founda-
tion would be the conduit through which 
it would achieve sustainable and social de-
velopment of the community. The foun-
dation is entitled to 1 dollar out of each 
ounce of gold sold and 1% of pretax profit 
to carry out development in the commu-
nities. The foundation gives priority to 
communities most impacted negatively 
by its activities. According to Delmas and 
Toffel (2004), institutional arrangements 
for engaging stakeholders from diverse 
backgrounds is imperative as firms whose 
outputs have an environmental impact op-
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erate in a hostile environment and need to 
engage a range of stakeholders in CSR and 
strategic development. In an interview 
with a member of the foundation, he sub-
mitted that:

“We agreed to set up a foundation to be called 
Golden Star (Bogoso Prestea) development 
foundation to be the ‘corporate vehicle’ to achieve 
the sustainable and social development to the 
community as well the custodian of 1 dollar out 
of each ounce of gold sold.

The Community Consultative 
Committee (CCC)

The Community Consultative Committee 
of company B comprised of representatives 
of the various groups in all the communi-
ties within which it operates. The groups 
are the Odikros, Unity Committee, and 
assembly members, the Urban Council, 
Local Council of Churches, Muslim/Ah-
madiyya Council, Youth Association and 
the Chief Farmer of the surrounding com-
munities. The CCC is the “think tank” of 
the community in that they are mandated 
to deliberate on various projects needed in 
all the communities and submit proposals 
to the CMCC for final decision. The CCC 
also acts as the “mouth piece “of compa-
ny to the community. It uses the CCC to 
get information across to members of the 
communities.

Community and Mine Consultative 
Committee 

The community consultative committee 
comprises governmental/quasi-govern-
mental agencies, the chiefs, and selected 
community members and the company 
who meet quarterly and sometimes in 

emergencies to discuss and resolve issues 
of common concern. They are mandated to 
discuss and vote on all project proposals 
received from the CCC and submit to the 
Development Foundation for implemen-
tation. They are also to look at issues of 
common interest to all the communities 
for appropriate action. It comprises mem-
bers drawn from traditional rulers whose 
communities host mining operations; 
representatives of the people including 
assembly members and chief farmers; and 
institutional representatives including 
the BNI, MoFA, District Assemblies, and 
members of Parliament among others. 
As posited by Post et al (2002), effective 
stakeholder management means the devel-
opment and implementation of organisa-
tional policies and practices that consider 
the objectives and interests of all relevant 
parties, all of whom are entitled to con-
sideration in strategic managerial decision 
making.  

Conclusion 

From the discussions and findings above, 
the study concludes that:

 The mining communities want mining 
firms to extend their operations and du-
ration of stay as a result of their effective 
approaches to CSR and operations. We, 
therefore, conclude that effective stake-
holder engagement in CSR activities of 
mining companies has fostered a cordial re-
lationship devoid of acrimony and tension 
in the mining communities. Secondly, we 
conclude that effectively engaging various 
stakeholders and community members in 
a cordial relationship requires multi-facet-
ed processes driven by good faith and ef-
fective communication, and pragmatically 
addressing community concerns.
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Finally, the study revealed that the stake-
holder approach comes with various de-
mands from diverse stakeholders which 
tend to increase the company’s respon-
sibilities and cost; again the absence of 
NGOs affects the engagement processes 
to an extent. We, therefore, conclude that 
the absence of NGOs in mining commu-
nities poses challenges to both mining 
companies and community members.

The study revealed that both companies 
embrace the concept of stakeholder man-
agement in the planning and execution 
processes of their CSR towards their min-
ing communities. It was further observed 
that they both have in place clear CSR mis-
sion statements that demonstrate the re-
spective commitments towards their CSR 
activities. They have formal structures and 
institutional arrangements for engaging 
various stakeholders in the CSR process. 
The study also observed that the relevant 
institutions in the companies’ CSR pro-
cesses are: the CSR departments known 
as the Community Relations Department, 
the Community Consultative Commit-
tee (CCC) and the Community and Mine 
Consultative Committee (CMCC). It came 
to the fore that the CCC and CMCC are 
the same in terms of their constitution and 
function. They comprise governmental/
quasi-governmental agencies and selected 
chiefs among others who meet quarterly 
and sometimes in emergencies to discuss 
and resolve issues of common concern. Be-
cause of the broad-based membership that 
cuts across all relevant stakeholders in the 
community, the people feel well repre-
sented and these are strategies adopted by 
the companies to seek legitimacy. In order 
to enable the CCC and CMCC carry out 
their plans and objectives, the companies 
have a “Trust Fund”, and a “Development 

Foundation” respectively from which all 
decisions and deliberations reached by the 
CCC and CMCC are funded from.

Recommendations

From the above conclusions we draw the 
following recommendations:

First and foremost, as a result of the con-
sultative process, the company experiences 
over-subscribed demands from numerous 
stakeholders. We, therefore, recommend 
that the companies need to effectively 
manage expectations and demands that 
come from various stakeholders. This can 
be done by prioritizing stakeholders. Ac-
cording to Mitchell et al.  (1997), stake-
holders possess three different attributes: 
these three attributes are power, legiti-
macy and urgency. With the help of these 
attributes, a firm could identify which 
stakeholders the firm should pay its atten-
tion to. Managers must know about enti-
ties in their environment that hold power 
and have the intent to impose their will 
upon the firm. Power and urgency must 
be attended to if managers are to serve 
the legal and moral interests of legitimate 
stakeholders. Agle, Mitchell, and Sonnen-
feld (1999) and Griesse (2006) subscribe 
to the assertion of Mitchell and his col-
leagues but added that it may be unreal-
istic for firms to appease all categories of 
stakeholder groups, hence managers need 
to identify and prioritize according to the 
power, legitimacy and urgency of a given 
stakeholder’s claim to determine their sa-
lience. Managing expectation is one best 
way of making sure people’s demands are 
reduced to ‘reasonable limits’ by effec-
tively explaining and communicating to 
them on real issues. Some individuals and 
groups are not well informed on real issues 
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of corporate mining and that may inform 
them in making flamboyant demands. 
Therefore, an effective way to reduce these 
is to manage their expectations through 
the power of communication and educa-
tion.

Secondly, we recommend that existing rel-
evant NGOs need to expand their scope 
and operations to new mining communi-
ties. It is also imperative for new ones to 
be set up in these areas with communities 
coming up with formal establishment to 
be part of the process. These NGOs could 
serve as a link and buffer between mining 
communities and mining companies. The 
role of NGOs and media in enhancing ef-
fectiveness of CSR has well been argued 
by Teegan, Doh, and Vachai (2004) who 
justify the need for NGOs to get involved 
in CSR activities of mining companies.

Limitations and Directions of 
future research

This study, like any other, is subject to 
certain limitations. First the study con-
centrated on a single industry (extractive 
industry) which means the results are only 
applicable to that sector. With regard to 
future research, since CSR and stakehold-
ers of the extractive industry may not be 
similar to all sectors of the economy such 
as manufacturing, banking, pharmaceuti-
cal, etc. it would not be proper to make 
generalisations about industries’ CSR 
activities given that each sector is differ-
ent. A further study area could involve 
a cross-industry comparison of CSR and 
stakeholder management in Ghana. This 
will afford the society the opportunity to 
know the various approaches being adopt-
ed by industries in the process of CSR and 
stakeholder management to meet social 
responsibility, particularly in the area of 
community development
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