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While Ghana's initial focus of industrial developrnent programmes after attaining 
independence in March 1957 was in the promotion of investment in large-scale irnport- 
substitution industries' the last decade has seen a significant and distinct shift in policy and 
theory towards the role of smd-scde manufacturing in the developrnent process. This is 
evident in the large nurnber of public and private agencies with projects in that sector. 
Similarly, analysis of cultural factors and their role in the developrnent process that 
disappeared fiom the structuraUy-focussed theories, have once again become prominent. 
This study pulled together these issues and examined the activities of three agencies 
promohg small-scale industries: the National Board for Srnall-Scale Industries (NB SSI), 
the major govemment agency for small scale industries; the Ghana Regional Appropriate 
Technology Industnal Service (GRATIS), the public agency directly responsible and 
involved in technologicd development and transfe- and EMPRETEC Ghana Foundation, 
a non-govemmental organhtion, which focws on helping entrepreneurs to develop a 
professional management style. The study looked at the role of these agencies, and their 
programmes and services for client firms. In addition, the study focussed on the miall- 
scale manufacturing firms being assisted by the agencies, and the impact of indigenous 
culture on their businesses. It interviewed the business owners, and examined whether the 
availability of seMces, and participation in programmes provided by the development 
institutions, changed or infiuenced their business practices and cultural orientation. 

AU in dl, the institutional and cultural factors that inhibit or promote the 
development of effective and profitable enterprises, and the extent to which an enterprise 
culture of instrumental rationality andmore broadly-based social tnist is emerging among 
small-scale manufacturers in Ghana was aualyzed. While it has been suggested that the 
problems of industrial development in Ghana and other developing countries are culturally 
shaped, it is the view of this s ~ d y  that indigenous cultural practices in Ghana are not as 
obstructive as has been argued by many Eurocentric writers. Based on the evidence 
presented in this study, 1 argue that Ghana's industrial development process has not fully 
taken-off because of institutional constraints confionting the manufacturing sector. As 
Paul Jackson points out, econornic and industrial development can be stimulated when 
there is a hannonious relationship between manufacturers and their institutional 
envuonment much of which is provided by the state, through support in areas such as 
trahhg, information, finance, export and investment promotion, equitable enforcement 
of laws, pa t e r  level of political transparency, and O bjectivity in govemmentai procedures 
and processes. 
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CEAPTER ONE 

LNTRODUCTION 

From the beginning of large-scale efforts to assist the development of Afncan 

societies, industrialization has been considered the goal and central focus of the process; the 

key to the achievement of self-sustaùling growth, the application of modem science, the 

generation of ski11 formation and of technical and production capacity of society, the rational 

exploitation of natural resources, and of overcoming mass poverty.' The initial focus of 

industriai development programmes in Ghana was on the promotion of investment in large- 

scaie import-substitution ~ m & ~ c r k ~ g ,  especiaily in local branches of international 

corporations or puhiicly-owned parastatai cornPanies.' Small-scale indigenousiy-owned 

industry, defined in this study as an enterprise employing thirty or less people, was almost 

entirely neglected.) Moreover, while analysis of the cultural factors underlying the 

' See T. Kemp (1989), IndustrialUarion in the Non- Wesrem World. London: Longman; L Mytelka (1989), 
"The Unfiillilled Promise of Industrialization," Afican Srttdier Review, vo1.32, No. 3, pp.77- 137; S. Wangwe 
(ed) (1995) "Introduction, " Exporting Afnca: Technology. Trade and Indusni'altiation in Sub-Saharan Afirca, 
London: Routledge, pp- 1-1 5; Baah-Nuakoh et al. ( 1 W6), Erpomhg Manufachtrers fiom Ghana: Is 
Adjurment Enough? London: Overseas Development Institute. 

?. Killick (1978), Development Economics in Action. A Study of Economic Policies in Ghana. London: 
Heineman, 

' There is some conhision and disagreement in Ghana of what constitutes a small-sale enterprise. As Baah 
Nuakoh et al. (1993, p.2) state, while the 1988 Ghana Statistical Service (GSS) Industrial Survey defmed a 
srnail-scale enterprise as one with Iess than ten workers/employees, the National Board for Small-Scale 
Industries WSSI)  employs a multiple criteria of f i e d  assets and employment size in its defition. Given 
the diffïculty involved in valuing the assets of anenterprise, this study follows the footsteps of Steel & Webster 
(1990) and Baah Nuakoh et al. (1993) by defining a smd-scale enterprise as one employing 30 or less people. 
It should however, be pointed out that seven business owners, who accounted for 7% of the total number of 
business owners i n t e~ewed  for this study had more than 30 ernployees. These manufacturing firms were 
incIuded because not only did 1 become aware of their business size d e r  conducting interviews with the 
owners, but also because I was of the view that their iaclusion would not significandy affect the fmdings of 
this study. 



development of industrial capitalism were prominent features of classical Weeem social 

theones and played a prominent role in the early post-1945 development thinking; 

consideration of such factors increasingly disappeared from the structurally-focussed theones 

that have domiaated the field. This is because culture was subsequently treztted as a dependent 

variable linked to s û u c t d  changes. Recently, however, there has been a significant and 

distinct shift in interest in both policy and theory towards the role of srnall-scale 

manufachiring in the development pro ces^;^ while, aller years of ceglect, analysis of cultural 

factors in the developrnent process has once again become pr~mirient.~ 

Events in Ghana have strongly reflected the wider trends in both policy and research. 

For the first quarter century after independence in 1957, Ghanaian governments pursued the 

goal oflarge-scale state-led industrial development. Initial success was foilowed by the virtual 

collapse of the manufacturing sector during the severe economic crisis of the early- 1980s. 

From the mid- 1 98Os, however, in conjunc tion wi th structural adjustment policies and market 

reforms, there has been an increasing interest in the active promotion of indigenou small- 

'' D. Anderson (1982), "Small hdustry in Developing Countries: A Discussion of Issue," Hiorld Development, 
vol. 10, No. 11, pp. 913-948; 1. S d e .  (1986), No Condition Permanent: Purnp-Ming Ghana S Industrial 
Development, London: Intemediate Technology Publication; 2. Acs & D. B. Audretsch (eds), Small Firrns 
and Entrepreneurship: An East West Perspective, Cambridge: Cambridge University Press; S. Lali et al. 
( 1994). Technology and Enterprise Development, New York: S t. Martins Press. 

' See G. Hofstede (1980), Culture S Consequerices: international Drgèrences in Work-Related Values, 
Beverly-Hills, CA: Sage hiblications; B. Berman ( 1994),"African Capitalism and the Paradigm ofModeroity: 
Culture, Technology and the State," B. Berman & C. Leys (eds), Afican Capitalists in Afncan Development, 
London: Lyme Rienner Publishers, pp.235-26 1 ; F. Fukuyama ( 1995), Tmt: The Social Yirzuar and Creation 
of Prosperity, New York: The Free Press; E. Chamlee-Wright (1997), The Cultural Founda,tions of Economic 
Development, London: Routledge; S. Woode (I997), Values. Standad and Practices in Ghanaian 
Organirational Lfe, Accra: Asempa Publishers. 



scale rnan~facturing.~ Today, some 93 public and private agencies supporteci by numerous 

grants fiom international and bilateral donors, are engaged in such promotional activities.' 

Meanwhile, for more than twenty years there has been a growing body of social-science 

research by both Ghanaian and foreign scholars on cultural and behavioural aspects of both 

private and public organisations in Ghana that raises crucial questions about the impact of 

indigenous culture on the development process.' This study pulled together these issues by 

examinhg the role ofvarious public and private agencies assisting srnail-scale industries and 

the impact of their programmes on client firms, the s ~ c t u r a i  characteristics of such small- 

scale manufacturers, and the institutional and cultural environment in which they operate. 

1. Smiliie (l986), No Condition Permanent, London: htermediateTechnology Publication; 1. Smillie (1991), 
Mastering rhe Machine: Poverry, Aid and Technology, London: Broadview Press; W.  Steel & L. M- Webster 
(199 l), Small Enrerpnkes Under Adjurment in Ghana, World Bank Technical Paper, No- 138, Industry and 
Finance Series, W-ashington, D. C.: World Bank. 

' GRATIS (1998a), Inventory of ~nstitutium Which Support Projecu and Programrnesfir Micro. S d l  and 
Medium Enterprises DeveZoprnent in Ghana, Acm. 

See P. Gariick (1971), Afncan Traders and Economic Developmenr, Oxford: Oxford University Press; R. 
Price (1975), Society and Bureaucracy in Conremporary Ghana, Berkeley: University o f  California Press; J .  
Kuada (1994), Managerial Behaviour in Ghana and Kenya: A Culrural Perspective, Aalborg: Aalborg 
University Press; S. Woode (1997),Values, Standards and Practices in Ghanaian ûrgankationai L fe, Accra: 
Asempa Pubiishers. 



STATEMENT OF THE PROBLEM: PRONIOTING LNDUSTRlALIZATION IN 

GHANA 

The economic crisis that Ghana experienced in the 1970s and 1980s led to an 

unprecedented increase in small-scale industrial activi ty, and a situation where they O ffered 

employment opportunities to the unemployed and others facing economic insecurity? The 

dismal performance of the industrial sector during the period of economic crisis and decline, 

especially in the large-scale manufacturing sub-sector, gave support to the idea that small- 

scale enterprises could be considered engines of industrial devel~prnent.'~ This is refiected in 

the large number of institutions with projects in support of the sector." 

This study, therefore, focussed on the role of various public and private sector 

agencies in the promotion of small-scale manufacturing in Ghana, especially their impact on 

institutional and cultural factors that inhibit or promo te the development of effective and 

profitable enterprises. Three of these agencies were selected for the study because of the size 

and characteristics of their programmes: The National Board for Small-Scale Industries 

(NBSSI), the major govemment agency for small-scale industry; Ghana Regional Appropriate 

Technology Industrial Service (GRATIS), the public agency directly involved in technological 

development and transfer for small-scale manufacturing; and EMPRETEC Ghana Foudation, 

J. Loxley (1998), Ghana: Economic Crtkis and the Long Road to Recovery, Ottawa: North-South Institute; 
W. J. Tettey (1996), Computerization and the State Capacity Building in Ghana: Evaluating the impact of 
the New idormation Technologies on Public Sector Reforms, Ph. D Thesis, Queen's University, Canada. 

'O K. A. Ninsin (199 l), The Infonnal Sector in Ghana 's Political Economy, Accra: Freedom Publications. 

" GRATIS, Inventory of institutions Which Support Projects and Programmes for Micro. Small and Medium 
Enterpriw Development in Ghana, Op. Cit, p- viii- 



one of the largest and best established non-govemmentai organisations (NGOs) supporting 

small-scale industries. ui addition, other agencies" drawn fiom a randorn sample of the 

remainine agencies active in the field and listed in the recent G M S  directory were 

included." The focus of this research was on the programmes and senrices of the agencies, 

the way in which tbey deal with both institutional and culhirai factors in shaping the 

development of small-scale hdustry, and the degree of success of their programmes and 

services for client h n s .  The relationship between the organisations and agencies active in the 

field ofproviding industrial development programmes to srnaIl-scale industries and how their 

programmes relate to the Government of Ghana's long-term development objectives was also 

examined. 

The second focus of the research was on the srnall-scale manufacturing firms 

themselves. A sample of h s  was drawn Eom the client list of the agencies- NBSSI, 

GRATIS, EMPRETEC- and theu owners interviewed regarding the impact of the 

programmes and services of the agencies on their businesses. In the process, the socio- 

econornic characteristics ofclient fums, their finances, worker skills and issues relating to the 

marketing of their products were also studied. 1 also focussed on the impact of cultural 

characteristics such as authontarian control, patron-client ties, family responsibilities, ethnic 

ties and the scope and lirnits of social trust in business activities. The evidence fiom the study 

"The agencies included are local ones like the Association of Ghana industries (AGI), Private Enterprise 
Foundation (PEF), Association of Small-Scale Industries (ASSI), Ghana National Chamber of Commerce and 
Industry (GNCCI), and international agencies like the Department for international Development (Dm) of 
the United Kingdom, and Danish Agency for International Development (DANIDA). 

13 See GRATIS, Inventory of lnstiîïitions which Support Projects and Programmes for Micro. Small and 
Medium Enterprkes Developmmt in Ghana, Op. Cit, Accra. 



ofboth development organisations and enterprises, suggest the degree to which an enterprise 

culture of instrumental rationality, and more broadly-based social trust is being directly 

promoted and is actually emerghg in Ghana 

LMETHODOLOGY 

The stmchiral and culturd characteristics of small-scale enterprises, the institutional 

context of the industriakation process, as weI1 as the role and activities of various 

organisations involved in helping and promoting small industries in Ghana are the primary 

focus of this study. The operations of small-scale industries are examined because they have 

"demonstrated in both the developed and developing countries that they are able to serve as 

an effective means ofrealising the objectives of industrial development." '' Having introduced 

the main focus of the study, 1 would iike to outline the main research techniques and 

strategies that were employed to gather information to enable us answer the questions raised 

in the research. 

In doing so, it is expedient to point out that undertaking research in any place happens 

to be a real challenge, and it even becomes more compelling in a developing country Iike 

Ghana where apart fiom the fact that record-keeping is poor, individuals are generally not 

wiliing to volunteer information for fear that it would subsequently be used against them in 

some fashion. Thus, while various works have been written on research techniques and how 

to conduct field-work,ls it becomes obvious that once the research work begins, some of the 

'' NBSSI (1 994), NBSSI News, vol. 1, No. 1 ,  p. 1. 

Is S. Devereux & J. Hoddinott (1993) (eds), Fieldwork in Deveioping Counlnes, Boulder, CO: Lynne Riemer 
Publishers; W. Shafir & R Stebbins ( 199 1 )  (eds), Erperiencing Fieidwork: An Inside View of Qualitative 



basic tenets of field-work that have been suggested may not be particdarly helpful or relevant 

at all. Under these circumstances, i t becomes imp erative for researchers to be innovative and 

creative to enable them to collect the relevant information and also overcome the hindrances 

that are bound to crop up. To Say this is not, however, to ignore some of the well tested 

methods like inte~ewing, sarnpling and ethnograp hic observation that have been employed 

to gather data and information in deveIoping countnes, 

This study therefore relied on severai research instruments and sources to collect the 

relevant evidence. Primary written sources, which included newspaper articles, archive papers, 

annual reports, business plans, policy papen and other documents from the organisations 

involved in assisting and promoting small industries, as well as official publications of the 

government were some of the materid employed to gather relevant data and information. 1 

also examined and evduated instmctional materials for clients used by various agencies, and 

attended some of the meetings held for client firms. In addition, in-depth i n t e ~ e w s  were 

conducted to collect primary information. Two sets of i n t e ~ e w s  were conducted, the h t  

with officids of the agencies and organisations promoting srnail-scale industrial development 

(See Appendix 1 for List of Interviewees; and Appendix 2 for InteMew Outline); and the 

second with the owners of small-scale industries themselves (See Appendix 3 for Interview 

Schedule) between March 1999 and October 1999. 

The f k t  group of i n t e ~ e w s  was not based on a representative sample of the staffof 

the organisations, international aid agencies, government ministries and other agencies 

involved in promoting mail-scale industrial development. Rather, specific individuals such 

Research, Newbury Park: Sage Publications. 
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as mangers, project officers, instmctors and technical consultants occupying various line, 

advisory and executive positions in these agencies were the focus of the interviews. This is 

because it is mostiy such officials who initiate the major efforts that shape the direction and 

behaviour of their ~r~anisations.'~ Although top-level personnel were targeted for 

inte~ewing,  a number of interviews also were conducted with middle-level officials like 

project officers and their assistants who undertake follow-ups, interact regularly with client 

firms and are mostly in charge of policy implementation. In this regard, they were in the 

position to express their views and comment on issues that normally crop up in the attempt 

by the organisations to assist various industries. Information sought fiorn the officials of the 

agencies active Ui the field included its history, aims and objectives; the policies and initiatives 

being pursued to assist srnaIl enterprises to deal with cultural and institutional issues; and how 

they assess the degree to which these have been successful for client firms. 

It needs to be stated that in te~ewing  the officials of the various agencies was on the 

whole not dificult. For pnor to my departure fiom Canada to conduct the research, with the 

help of the directory compiled by GRATIS in 1998,I contacted via electronic mail (e-mail) 

many of the institutions and agencies informing them of my intention to i n t e ~ e w  them for 

my research. Since most of them replied positively to my messages, they were not surprised 

when 1 formally introduced myself in person as the researcher who had been in touch with 

them. Finally, a letter 50m the Head of Political Science Department, University of Ghana 

introducing me as a student affiliated with the department aiso went a long way to help me 

gain access to some officials. The only snag in dealing with these officials was that some of 

'' J. Kuada (1994), Managerial Behaviour in Ghana and Kenya, Aalborg: Aalborg University Press, p.lOO. 
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them showed up late on the dates when interviews were scheduled, as well as the occasional 

dismptions, distractions and interruptions that came f?om technicd problems in the telephone 

system and the local communications networks. On a couple of occasions, interviews had to 

be rescheduled because the officids did not show up for various reasons. 

Regarding the small-scale industries themselves, in-depth interviews were also 

conducted with the owners of various enterprises. Because of the lack of an up-to-date 

industrial census (the last was published in 1988 by the Ghana Statisticai SeMce), rbere was 

no reliable data-base for drawing a statistically significant randorn sample of small-scale 

industries in Ghana. Instead, smaller sarnples were randomly drawn from the client lists for 

Accra-Tema (See Figure 2) and Kumasi Metropolitan areas (See Figure 3) of the three 

agencies studied. Accra-Tema Metropolitan area was chosen because, apart fiom Accra being 

the political and administrative capital of Ghana, Accra-Tema is the rnost industrialized, 

developed and urbanised city in the counq. In addition, it has a strong presence of small- 

scaie industries and one of the largest oumber of informal sector activities in the country." 

Finally, having grown up and lived in the city, I was able to locate the small-scale enterprises 

that were scattered al1 over the metropolitan area. It should be added that although Accra- 

Tema Metropolis was the focus ofthe study, for purposes ofcornparison, contex; and greater 

scope, a nurnber of i n t e ~ e w s  were also conducted in the Kumasi ~etropolis. '~ This is 

l7 S. Agyei-Mensah (lgW), Fertiiity Change in a Tnie and Space Perspective: Lessonsfiom Three Ghanaian 
Setrlements, Trondheim: Norges Universitet, p. 103, 

'% Aversity graduate in Econornics. who worked with the NBSSI in Kumasi as a project officer, but 
currentty works with the Ministry of Finance and Econornic Planning, Accra, helped in the collection of data 
among the NBSSI clients in Kumasi. His assistance wzts sought not only because he had worked with the 
organization and thus h e w  rnost of  their clients, but ako because 1 was not very conversant with the city of 
Kumasi, having iived a greater part of rûqr life in Accra. 



because it has a long history of enaepreneurial activities which dates back to the pre-colonial 

period; and also has a huge infornial economy. in addition, Kumasi was selected to represent 

what Anheier & Seibel cal1 a more "traditional urban area."" Hence the selection of Accra- 

Tema and Kumasi was aimed at finding out whether cultural and traditional dictates of a more 

cosmopolitan society, Accra wouid make small-scde industries operate their businesses 

differently fiom a more "traditionai" society. Kumasi. In dl, a total of 103 small-scale 

entrepreneurs (comprising 36 NBSSI clients; 38 GRATIS clients; and 29 EMPRETEC 

clients) were interviewed for the study. 

While 1 had initially planned to conduct a survey of the clients of the agencies, and 

then follow it up with in-depth interviews of a smaller sub-sample of those surveyed, it 

becarne obvious that such an approach wouid have proved to be too difficult and t h e -  

consuming. First, apart fiom my lirnited resources- money and time- and given the fact that 

most of srnall-scale entrepreneurs did not have much time at their disposal because of the 

nature of their businesses, 1 did not want to be seen by thern as being a bother. More 

importantly, it becarne obvious after pre-testing the interview schedule on a nurnber of clients 

that they indirectly or unknowingly provided answers IO questions that were to be posed 

d u . g  the in-depth interviewhg stage. It is against this background that an i n t e ~ e w  

approach which consisted of both open and closed-ended questions was adopted. With such 

a strategy, quantitative data which was used for both cornparison and analysis of responses 

was k t  collected. Secondly, it also enabled interviewees to respond to specific questions, 

19 H. Anheier & H. Seibel(1987), Small-Scale Inciustries and Economic Dwelopment in Ghana: Business 
Behaviour and Sirategzés in Infunnul Secror Economies, Saarbrucken, Fort Lauderdale: Verlag breitenbach 
Publishers, p. 15. 



while having the chance to narrate, describe and explain thek personal experiences in their 

own word~.~" In te~ewees  were able to express their views on the wide range of  issues 

explored in the shidy, thereby WWlg me access to the subjective perspectives of the 

respondents ?' 

Thus, a descriptive approach through in-depth interviews was adopted because my 

aim was to get a deeper understanding 6rom the respondents, whereas a purely quantitative 

approach would not have been able to capture particular personai experiences. Underlying the 

descriptive and qualitative approach is the assumption that the social world can be understood 

by acquiring first-hand knowledge from individuals who are in the position ofnot only making 

sense but also interpreting their institutional envir~nrnent.~ The interviews sought to fuid 

information relathg to the history of the enterprises. and such characteristics as credit and 

hance, the educationai background of entrepreneurs and training programmes attended, and 

production and marketing practices. Information on how various institutions and 

organisations assist the srnall enterprises in their operations, the problems client b s  face, 

and the solutions that are necessaq to deai with these problems aiso were elicited in the 

interviews. Furthemore, the interviews aimed at finding out whether the availability of and 

participation in programmes and workshops provided by the aid organizations changed or 

infiuenced their business practices and cultural orientation. Questions focussed on cultural 

'O G. Valentine (1997), "Tell me About..,: Using Interviews as a Research Methodology," R, FIowerdew & 
D. Martins (eds), Merhodr in Human Geographv: A Guide for Srudents Doing a Research Projecf, London: 
Longman, pp. 1 10-126. 

" M. Patton (19901, Qualitative Research and Evaluarion Methodi, Newbury Park, CA: Sage Publications. 

" S. Buarne (1996), Entrepreneurship: A Conterrual Perspecrive. Discourses and Prauk of Entrepreneurial 
Activities Within the Institutional Contert of Ghana, Lund: Lund University Press, p.46. 



factors aimed at hding out the attitudes and practices of business owners on the extended- 

family system and the responsibilities that accompany it, ethnic considerations in business 

prac tices, patron-client connections, and patterns of ownership and management control. 

The interviewing process was complemented by the use of ethnographic methods. 

Since the i n t e ~ e w s  were conducted at the business premises of the entrepreneurs, it enabled 

me to observe at first hand their activities and operations. In in te~ewing the respondents, 1 

observed among others the interactions between the owners of the business and their workers 

on one hand, and among the workers themseives; the instructions that were occasionally 

issued out to workers; and the ianguage that was spoken, which tendcd to give a hint of the 

ethnic make-up of the work-force. These observations were made since they enabled me find 

out whether the information provided in the interviewing process was compatible with what 

had been observed. As Atkinson & Hammersley state, "ethnographic methods rely on 

participant observation, which is characterised by the collection of relatively unstructured 

empirical materials and data, that is, data that have not been coded at the point of data 

collection in terms of a closed set of analytic categories, and a writing style that is primarily 

interpretive and descriptive of phenomena."" 

1 do not want to suggest however, that the rnethodology employed for this study did 

not have its ownproblems and weaknesses. First, apart frorn the selection of i n t e ~ e w e e s  not 

being based on a systematic and well-defined random sample, in the area of in te~ewing,  

Kuada h a  observed that informant bias can be a senous drawback since certain respondents 

" Atkinson, P. & Hammerslry, M. (1994), "Ethnography and Participant Observation," N. Denzin & Y. 
Lincoin (eds), Handbook of Qualitative Research, London & Thousand Oaks, CA: Sage Publications, p. 248. 



may deliberately mislead the interviewer. This can be done when inte~ewees, by assessing 

the intentions of the interviewer, give answers that they believe are expected and considered 

appropriate by the inte~ewer." There was also the concem that some interviewees, 

especially government officials and ernployees, might be reluctant to opedy express their 

views on certain issues which they might consider sensitive. Nonetheless, the first problem 

was dealt with by making the sample of industries as heterogenous as possible. Also, since the 

study relied on methodological triangulation which involved the use of several kinds of 

research methods and data s o ~ c e s , ' ~  the contradictions and Baws that might be unique to a 

particular method were overcorne by the other. In effect, a "marriage" of different research 

methods and data sources, apart from givinj the researcher the chance to check any 

inconsistencies, helped to reaffirm the various responses of interviewees? Regarding the 

concems of government employees, they were assured that while particular responses and 

organizational positions would be quoted for purposes of analysis, their names and identities 

would rernain confidentid. 

Another issue was on how to select the small-scale enterprises to give a fair refiection 

of their activities. Since the clients of GRATIS and NBSSI are classified based on their 

activities, it was dealt with by randomly selecting fiom the client List entrepreneurs fiom the 

various categories to ensure that al1 the activities were represented. However, it should be 

stressed that given tirne and financial constraints, although the attempt was made to get as 

" J. Kuada (1994), Managerial Behaviour in Ghana and Kenya, Aalborg: Aaiborg University Press, pp. 94- 
95. 

Denzin, N. K .  (1989), The Research Act, New Jersey: Prentice-Hall Inc, p. 236. 

'6 Buame, Entrepreneurship: A Conterrital Perspecrive. Op. Cil. 



many categories to be involved in the sample. it was not possible to include al: since the 

informal sector encompasses a wide spec- of activities. Regarding EMPRETEC, since the 

client list provided by the organisation did not have such categonsation of their activities, a 

selection of what was considered a reasonable nwnber of entrepreneurs was undertaken for 

purposes of interviewing them. In these circumstances, the study makes no claim that the 

entrepreneurs selected are representative of the widerpopulation of small-scale entrepreneurs. 

HaWig selected the srnall-scale entrepreneurs to be involved in the study, there was 

the problem of locating thern. Locating the EMPRETEC clients was a bit easier since the 

client list provided by the oganisation had very reliable phone numbers. Prospective 

respondents were thus called to schedule interviews with them at their convenience, and also 

to ask for directions to their business premises. It should be noted that once at the businesses 

ofEMPRETEC clients, they were very CO-operative, suice most ofthem were highly educated 

and had at one point gone through the experience of conducting or writing a research paper. 

Also, their CO-operation stemrned kom the fact that 1 was introduced as a student and 

researcher by the Chairman of the clients' association-I' 

A greaterchallenge involved locating the NBSSI and, especially, the GRATIS clients 

in Accra-Tema who had been selected for the study. This problem had to do with the fact that 

the client Lists provided by these two agencies did not have information relating to the 

addresses, Location or even phone numbers of their ciients. Under these circumstances, the 

project officers of the organisations helped me to locate their clients, and also allay their 

" Clients of EMPRETEC or EMPRETECOS as they are known hold regular meetings on the second Tues&y 
of every month to discuss issues of interest to their businesses. It was atone of such meetings ( 1  lh May, 1999) 
that 1 was introduced to other members of the clients association- 



"suspicions" and fear by occasionally explainhg the purpose ofthe infonnation sought by me. 

However, sorne of the entrepreneurs who were originally in the sample and had been located 

were not prepared to CO-operate on the basis that they had not received much support fiom 

any organization. In this regard, they did not see the reason why they should take time off 

their business and gant me an interview. For them, since they did not see the imrnediate and 

tangible benefits of my research work, they were not interested in providing me with 

information. 1 had no option than to drop these potential respondents. In addition, some of 

the small-scale industries which had been targeted for interviewing could not be located due 

to the fact that they had either re-located to an unknown premise, or wound-up their business 

operations without the knowledge of the various agencies. 

The h a I  problem was in terms of the avai Iabili ty of what Forrest calls "hard statistical 

data" on matters relaîing to growth, and especially the profitability of small-scale industries. 

As he notes, it has very rarely been possible to obtain accounts or published indicators for 

individuai enterprises. Apart fkom the fact that open exposure of wealth and profits c m  be 

particuIarly sensitive where enterprises are family-owned, the fear O ftax liability also prevents 

enterprises in developing countrîes fiom disclosing theirpr~fits and  finance^.^' Hence, aside 

fiom providing information relating to their expenditures, the clients interviewed for this study 

were generally reluctant to disclose their profits on the basis that it was confidentid persona1 

information. In addition, there were no records or information relating to their payment of 

taxes fkom which some inferences could be made, which in itself is indicative of the 

" T. Forrest (1994), The Advance ofAfican Capital: The Growth of Nigerian Private Enterprise, Edinburgh: 
Edinburgh University Press, p. IO. 



environment in which they operate. Thus, there was the problem of objectively assessing the 

impact of the programmes cf agencies on client firms, especially on the issue of how clients' 

association with the various agencies studied for this study had made them profitable and 

facilitated growth. 

Similarly, Aryeetey has pointed out that the inadequate institutional support, the 

general mistrust for govemment intentions, which can been extended to researchers, and the 

inability of the govexmnent to assure local investors that earlier decisions by the Armed Forces 

Revolutionary Council (AFRC) and Provisionai National Defence Council (PNDC) 

govemments (fieezing of al1 bank accounts with balances exceeding 50,000 cedis and 

confiscating various assets through the Citizens Vetting ~ornrnittee'~) that showed a bias 

against pnvate wealth will not be repeated,sO have al1 contributed to the cynicism ofbusiness 

owners on rnatters relating to the divulging of information on business profits and assets. 

Thus, even in a period of democratization, Ghanaian business owners still believe that doing 

business entails political risks," and this would become more apparent in discussions with 

client firms later in the study. Therefore, following Forrest, the objective and independent 

assessrnent of an enterprise's profitability as a result of their association with the various 

organizations, or what Jackson calls "hard rneas~rability"~~ was precluded. Under these 

Greater details of some of these poiicies will be provided in chapter Four when we discuss the economic and 
indusnial development poiicies of successive Ghanaian govenunents. 

30 E. Aryeetey (1994), "Private Investrnent Under Uncertainty in Ghana," WorId DeveIopment, vol. 22, No. 
8, p. 1211. 

'' C. Leechor (1994), "Ghana: Front-rumer Li Adjustmrnt." Ishrat Husain & Rashid Famqee (eds), Adjusring 
in A-: Lessonsfiorn Counny Srudies. Washington. DC: World Bank, p. 153. 

'2 P. Jackson (1999), "New Roles of govemment in supporthg Manufacturing: The capabilities o f  support 
agencies in Ghana and Zimbabwe," Public Adminisrrufion und Devefopment, 19, p. 289. 



circumstances, 1 relied on the subjective views expressed by clients to draw out conclusions 

on the impact of various programmes on client firms in areas such as access to finance, 

irnprovement in business management, and culturai orientation to business. As Forrest rightly 

argues, any concerted effort to punue the matter of business profitability during interviews 

was certain to bring discussion to an end.)) 

In light of these weaknesses, it would be an over-statement to claim that the study has 

covered al1 aspects of the role of various organisations promothg small-scale entrepreneurs, 

and the impact of cultural and institutional arrangements on the industrialization process. 

However, the wealth of lmowledge collected through the sampling of clients who were not 

only located but were willing to participate in the study, as well as the subjective, discursive 

and qualitative approach allowed me to gain insights into respondents' attitudes and values, 

thereby shedding considerable light on the issues that were examined." Thus, this study can 

serve as a stepping Stone for other researc hers who rnight be interested in getting insights into 

the industrialisation process, and especially the tàctors that either facilitate or hinder industrial 

development in a country like Ghana. 

" T. Forrest, The Advance of Aficun Cup~tal. Op. Cit.. p.  1 O .  

" C. C. Robertson (1984), Sharing the Sume Bowl: A Socio-Economic Histos, of Women and Class in Accra, 
Ghana, Bloomington, Indiana: lndiana University Press, p. 12 1 ; S. Buame ( 1996), Entrepreneurship: A 
Contextual Perspective, Lund: Lund University Press, p.26. 



ORGANIZATION OF THE STUDY 

The study consists of eight chapters. Chapter Two examines and discusses the 

theoretical paradigm that serves as the guide to the study. The discussions of the theoreticai 

fiamework begin with a look at the stnicturalist, dependency and neo-liberal approaches to 

industrial and econornic development. Given the shortcomings ofthese approaches, which are 

later discussed in detail, the institutional and cultural perspective is adopted as the basis of the 

study. Chapter Three analyses the nature and structure of political, econornic and social 

institutions in pre-colonial Ghana? and the effect ofcoloniaiism on these institutions. Chapter 

Four, devoted to Ghana's experience of industrialization, discusses the nature of Ghana's 

political economy in the post independence era- Arnong the issues examined are the economic 

policies pursued by successive Ghanaian govemments, and their implication for industrial 

development. The factors that accounted for the country's economic and indusûialization 

problerns in the 1970s and 1980s are exarnined in detail. The response of various 

governrnents, especially tliz PNDC as embodied in the Structural Adjustrnent Programme 

(SAP) is also discussed. This is followed by a review ofthe literature on small-scale industries 

and enterprises that focuses on issues such as the relationship between small-scale enterprises 

and employment generation and creation; the efficiency with which they utilise resources; the 

managerial and entrepreneurial capabilities and potential of srnaIl-scale enterprises; and the 

access they have to credit, capital and finance. 

Chapters Five, Six and Seven deal with the activities of the agencies involved in the 

promotion and development of the small-scale manufacturing in Ghana. The aims and 

objectives of the selected organizations- NBSSI, GRATIS and EMPRETEC- are reviewed 



in these chapters. It examines their policies and programmes, and the efforts of the 

organizations in helping client fims to deal with the problems confkonting them. In addition, 

each of these chapters analyses the data and information derived fiom interviews and other 

evidence fiom their client firms. The socio-economic and stntctural characteristics of client 

firms, the impact of the programmes of the various agencies on the operations of the small- 

scale enterprises, theirproblems and successes are a11 delved into in these chapters. The issue 

of how indigenous cultural prac tices Iike authori tarianim, extended- family expectations, 

patronage and ethnic ties affect the business activities of the small industries are also 

discussed. In conclusion, Chapter Eight compares and contrasts the activities of the three 

organizations studied and their client f ims by matching theirresponses. The views ofofficials 

of other agencies active in the field of promoting small-scale industrialization is also 

exarnined. Finally, it contains the sumrnxy, and draws out the poiicy implications for friture 

industrial policy in developing countnes like Ghana. 



CHAPTERTWO 

THEORETICAL FRAMEWORK 

CHANGING PARADIGMS IN INDUSTRIALIZATION 

AND DEVIELOPMENT THEORY 

Introduction 

This present chapter focuses on the concephial h e w o r k  that serves as the guide for 

analysing and drawing conclusions from the information collected in the study. 1 review some 

of the theoretical paradigms that deal with the process of industrialization, as well as the 

institutionai and cultural approach that is utilized as the bais of the study. 

State versus Market 

The discourses on development and industnalization centre on finding the right 

approach of gohg about the process. Among the questions that have bedevilled writers are 

the following: Should governments adopt a state-centred as opposed to a market-driven style 

of industrial development? Should import-substitution industries be abandoned in favour of 

export-driven measures? Should govemments promote large-scaie and foreign-owned 

industries as opposed to domestic investments? Do the institutional and cultural contexts 

within which the industrialisation process occur matter? Can small-scale industries become 

engines of industrial development in developing countries? Attempts to corne up with answers 

have not been easy given the ciifferences in opinions and experiences. The literature on 

development and industrialization which discusses the ability of countries to achieve rapid 

industrial growth can be placed into various theoretical categories: Stmcturalist, Dependency 



and Neo-liberal.' A review ofthese theoretical fhmeworks show that they pay scant attention 

to the fact that there are institutional and cultural dimensions to iadustridization and socio- 

economic development in places like Ghana These lacunae in the theones are discussed 

below, where 1 highlight and establish both the linkage and the relevance of culture and 

institutional factors in the industnafization process. 

THE STRUCTURALIST l?RAMEWORK- 

The ideas embodied in the stnicturalist theory cm be ûaced to Raul Prebisch and 

other social scientists of the Economic Commission for Latin Amenca (ECLA) who were 

charged by the United Nations (UN) with analyshg the economic problems of Latin Amenca 

in the 1940s and 1950s.' As LaiTain points out, the ECLA's focus was on the existence of a 

centre-penphery world systern which favoured the central industrial countries. For, although 

the two world wars and the depression of the 1930s had forced Latin Arnerican nations to 

diversi@ theireconornies by means of import-substituthg industrialization, the predominant 

foms of economic thought were still in favour of the old ideas: specialization or comparative 

advantage and intemationa1 exchange were supposed to be the best mechanisms to eliminate 

'J. Weiss (1988), fndusny in Developing Counties: Theory, Policy and Evidence, London: Croom H e h ;  J. 
Kennedy ( 1988), Afican Capiraliim: The Stnrggle for Ascendency, Cambridge: Cambridge University Press; 
C. Colclough (1991), "Structwalism versus Neo-Lïberalism: An Introduction," C. Colclough & J. Manor 
(eds), States or Markets.- Neo-Liberalkm and the Developmenr Policy Debare, Oxford: Claredon Press, pp. 
1-25; F. Fukuyama. (1995), Trust: The Social Virtues and Creation of Prosperity, New York: The Free Press. 

R Jenkins (1992), "Theoretical Perspectives," T. Kewitt et al. (eds), industrialircltion and Development, 
Oxford: Oxford University Press, p. 136; J. Martinussen (1997), Society. State and Market: A Guide ro 
Compenitg Theories of Dwelopment, London: Zed Books Ltd, pp.50-51. 



international differences between countries? However, the ECLA had its reservations with 

this argument since apart fiom industnalized corntries keeping for themselves the benefits of 

technical progress as opposed to tramferring them to the periphery, prices of primary 

products produced in the penphery had also deteriorated in relation to the pice of industrial 

goods? Thus, the ECLA members were criticai of economists like David Ricardo who 

believed that the intema~onal division of labour was inevitable because it was based on 

"comparative advantage," that is, the idea of some countries being better endowed to produce 

raw materials, whereas others would have advantages producing industrial goods.' The 

stnicturalist theories ofdevelopment and underdevelopment therefore focussed mainly on the 

social and economic structures of society, and saw economic and industrial development as 

involving changes in these stnict~res.~ Structurdists explained the economic 

underdevelopment of the developing world in ternis of the lack of investment and other 

structural factors that obstmcted the process of change. For stmcturalists, the structural 

problems were reflected in the srnaliness of the domestic markets, which did not give the 

required incentives to the owners of capital, as well as in the mal1 size of the manufactunng 

sector. Furthemore, the developing countries faced long-term trends of detenorating terms 

of trade with the developed world because they had to sel1 greater quantities of their products 

' J. Larrain ( l989), Theories of Development: Capitallrm. Colonialkm und Dependency, Cambridge: PoIity 
Press, p. 102. 

ibid., pp. 103-104. 

'F. Cardos0 & E.  Faletto (1979), Dependency and Developrnenf in Latin Amenca, Los Angeles, CA: 
University of California Press, p. viii, 

' ibid., p. ixv. 



in order to acquire the same export incorne.' 

Accordingly, Prebisch and other stnicturalists were of the view that the developing 

countries had no other option but to deepen their process of industrialization and produce 

their own manufactured goods.* For structuralists, econornic development demands that there 

is a shift in the relative contribution of different sectors ofthe economy away fiom agriculture 

and toward industry, particularly rndacturîng? Since the social and economic structure of 

a society, particularly the size of its industrial sector is a requirement for long-nin growth, 

resources had to be shifted into new industries to reduce the income elasticity of demand in 

the periphery for manufactured imports fiom the centre. What is required is that investment 

is alIocated in line with expected r e m s  in alternative activities, and the structuralist case is 

that in most countries at reIatively low-income levels, this will entail an increasing share of 

additional resources going to industry. Manufacturing industries were essential in the growth 

of society since it raises productivity not just in the sector itself, but also in the other sectors 

of the economy. Furthemore, productivity gains and technical progress arising in 

manufacturing could be passed on to other sectors through their purchases of capital and 

intermediate go~ds . '~  Therefore, in policy terms, structuralist authon are associated with the 

protectionist import-substitution programmes pursued in the majority of the developing 

' Martinussen, Society, State and Market. Op. Cit., p.75. 

I. Martinussen, Society, State and Market, Op. Cit; J .  Weiss (1988), industry in Developing Countrïes. 
London: Croom Helm, Larrain, Theonés of Developrnmt, Op. Cit., p.  104. 

' Jenkins , "Theoretical Perspective," Loc. Cit., p. 14 1. 

'O Weiss, Industry in Developing Counnies, Op. Cit., pp. 84- 1 13. 



countries in the 1950s and 1960s." 

Stnicturalists contended that developing countries had to protect their domestic 

industries over a long transition period because, as latecorners, they would otherwise be 

suppressed by the international market and the dominance of the large transnational 

 corporation^.^^ Given the weak position of pnvate capital, stnichualists were of the view that 

state intervention and comprehensive investment planning were necessary means to 

accomplish the most rational exploitation of the scarce resources in the developing world.13 

Therefore, industriakation and economic growth could be realized when govemrnents 

intervened in the process through the provision of subsidies, industcy protection, high tariffs, 

restricting foreign investment, and the promotion of exports thmugh cheap credits.'" 

The structuralist position was that in the absence of such protection, local industries 

could fa11 victim to k i g n  industries which had superior cornpetitive position, and could thus 

ultimately drive them out of business. Protection had to be given to producers of light 

manufactures, such as textiles and food processing which could be canied out by local 

industrialists since such activities involved the use of relatively simple standardised 

technologies, were not particularly capital-intensive, and could draw on pools of relatively 

" R Prebisch (1984), "Five Stages in my Thinking on Development," G. Meier & D. Seers (eds), Pioneers 
in Dwelopment, New York: Oxford University Press, cited in Martinussen, Stare. Society and Marker. Op. 
Cit., p. 76. 

13 Martiaussen, State, Sociery and Market. Op. Cit., p.76; Larrain, Theorim of Dwelopment. Op. Cit., pp 104- 

105, 

" See Weiss, bdumy in Dewloping Countries, Op. Cif., pp.82-83; H. Shapiro & L. Taylor ( 1  WO), "The Stlte 
and industrial Strategy," World Development, Vol. 18, No, 6, pp.862-863. 



unskilled labour.'' In addition, states and governments had to step in to correct the 

imperfections in the market system for "without adequate political intervention, market forces 

are bound to generate inequalities, dislocations and exploitation which will have devastating 

effects on the integrity of society as a ~ h o l e . " ~ ~  

DEPENDENCY THEORY 

Besides the structuralist perspective, another theory that directly relates to the 

question of industrial development and capitaiism cornes f?om the works of scholars like 

Andre Gunder Frank, Sarnir Amin, Fernando Cardoso, Enzo Faletto and Peter Evans." 

Despite their critique of the prevailing economic wisdom of "comparative advantage" in 

international economic relations, ECLA economists were themselves criticized for not calling 

attention to the imperialist economic relationships among c o d e s ,  and also ignoring 

asyrnrnetric relations between classes. In the words of Larrain the ECL A was "criticised fio rn 

the left because it did not carry out a class analysis of Latin Amenca and its disagreement with 

the international theory of trade did not alter its faith in a capitalist road of development. For 

al1 its radical and critical assessrnent of centre-periphery system, ECLA failed to analyse 

capitalism itself in the periphery as a structure of domination and class exploitation."" 

I5S. Haggard (1993), "import-Substitution industrialization," J. Krieger et ai. (eds), The O-rfot-d Cornpanion 
to Politics of the World, New York: Oxford University Press, p. 4 14. 

I6 E. Brett (1988), "States, Markets and Private Power: Problems and Possibilities," P. Cook & C. Kirkpatrick 
(eds),  Privarization in Les Developed Countries, Sussex: Wheats heaf, p. 64. 

17 P. Kennedy (1988). Afican Capiralism: The Struggle for Ascendency, Cambridge: Cambridge University 
Press, p.106; G. Rist (1997), The History of Dwefoprnent: From Western Origim to Global Faith, London 
& New York: Zed Books, p. 109. 
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Dependency theory therefore emerged as a counter-critique of the ECLA approach by 

emphasizing the inequalities of wealth and opportunity ulherent in a development that derives 

fiom capitalist expansion and the strengthening of imperialism. I g  

Andre Gunder Frank argued that underdevelopmeat was a creation of Western 

imperialisrn because M c a ,  Latin America and other nomWestern societies were incorporated 

into the world capitalist economy as subordhate partners. Through the global system of 

market exchange, the West was able to exploit the resources of the periphery counuies. The 

centre-penphery relationship existing among nations perpetuated the exploitation of the 

periphery since existing trade relations favour the West. While demand for manufactured 

goods increased, the pnces and demand for primary products which are produced by the 

periphery countries fell. Hence, idevelopmcnt and underdevelopment were two sides of the 

sarne coin," since development at the centre was realized at the expense of the 

underdevelopment of the periphenes." Implicit in this argument is the idea that development 

of the periphery could not take place since surplus fiom the periphery are transferred to the 

centre. Dependency theory claimed that there was a basic rnechanism capable of explainhg 

underdevelopment, and that the development of the industrialized world was made possible 

because of the corresponding underdevelopment of the Third ~or ld ."  

Therefore, dependency theorists explained underdevelopment and exploitation in 

19 Cardoso & Faletto, Dependency and Development in Latin America, Op. Cit., pp. viii-iu. 

" A. Frank (1969), Latin Americun: Underdeveloprnent or Revolution, New York: Monthly Review Press. 

" V. Randali & R Theobald (1998), Political Change and Underdeveloprnent: A Critical Introduction ro 
Third Worhf Politics (2" ed), Durham: Duke University, p. 130. 



terms of foreign trade and investment? For Frank, it is only when the periphery is able to 

break-away fiom global capitaiism or delink from the world market that development and 

growth could take place in these societies, since there was a net outflow of capital fi-om the 

periphery to the centre? In addition, Frank argued that the production process irnposed on 

the penpheral countrïes gives rise to a smdl domestic bourgeoisie which directs the process 

and shares the benefits with the metropolis. In the resulting class structure, the srnaII 

commercial and productive bourgeois class enjoys the fiuits From the labour of the working 

class. In effect, majority of the people in the penpheral economies are depnved of adequate 

purchasing power." 

Apart from the classical or "pure" form of dependency theory, there is also the mode1 

of Associated-Dependent Development (ADD), developed by writers like Peter Evans. 

Fernando Cardoso and Enzo Faletto, who, uniike Frank who denowiced the middIe class or 

lumpen bourgeoisie for betraying the national and proIetariat interests, use concrete tiistorical 

analysis to identie specifically those classes which mive to maintain dependency.'* In 

addition, apart fiom disagreeing with the idea of dependency resulting in stagnation, ADD 

theorists outlined what Larrain calls "concrete situations of dependency" and thus rejected 

the attempts by dependency theorists to constnict a general theory which applies like a 

blanket to al1 developing corntries and simply attributes their undevetopment to externai 

A. Amsden (1988). "Taiwan's Economic History," R Bates (ed), Toward a Political Economy of 
Development, BerkeIey: University of California Press, p. 17 1. 

3Martinussen, Society, State and Market, ûp. Cit., p. 89. 
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factors and variables.26 ADD theorists therefore argue that economic activities in the 

periphery are characterized by what Evans calls a "triple alliance" of elite local private 

entrepreneurs, international capital and the state, which draws support fiom an ernerging 

middle class. By entering into alliances with multinational corporations (MNCs) who normally 

possess technology that they do not disperse in the peripheral economy, the state and local 

private entrepreneurs have created a system of industrialization that benefits the elite 

partnership but excludes the larger population from the rewards of the growth. Under this 

alliance, the stateys role is strengthened and consolidated not oniy to ensure that mernbers of 

the alliance are able to sustain their own extravagant lifestyles, but aiso for guaranteeing 

security, improving relations with the rest of the state apparatus, and offering a potential for 

disciplining other private entrepreneurs and partuers. Through state enterprises. the state is 

able to break through bottienecks that local capital is unable to tackle and foreign capital is 

unable to confiont independently.n 

Multinational corporations are ofien compelled to involve the local bourgeoisie in 

their businesses, suice they have Iegitirnacy and personai ties to the state and local population. 

By being embedded in local networks and social structures, the local bourgeoisie are better 

placed to perform integrative tasks than multinational managers, and also molli@ the local 

population who might resent the control of their economy by foreigners. However, in their 

comprador capacity, the national bourgeoisie bear part of the responsibility for the 

polarization ofthe global capitalist economy. By playing the role of intermediary between the 

Lanain, Theories of Developrnent, Op. Cit., pp. 1 12-1 13. 

'7 P .  Evans (1979), Dependent Development: The Alliance of Multinational, Stnte. and Local Capiral iri 
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Third World masses and metropolitan interem, the compradors help the metropolitan 

capitalists to perpetuate the inequality, domination, exploitation and underdevelopment of the 

Third World countries." 

Thus, while classical dependency emphasizes exports of primary products from the 

periphery and the importation of manufactured goods as the basis of exploitation. ADD 

argues that primary products are complemented by increased exports of rnanufacnired goods 

from some societies in the penphery. However, the penphery relies heavily on the importation 

of capital goods, equipment and machinery Eoom the centre to process its manufactured 

goods, and foreign f m s  account for a substantial share of the exports of the manufactured 

goods. This results in increased power for the foreign firms to shape what goes on within the 

peripherai e c o n ~ m ~ . ' ~  This reformist strand of dependency theory, argues that the 

development experiences ofcountries Vary, depending on the balance between domestic and 

foreign capital in the structure of production, and in civil society and poli tic^.'^ 

Dependency theory in al1 its variants, however, is extremely reductionist and narrowly 

drawn, since it tends to ignore structures and factors intemal to the penphery to explain 

underdevelopment. The theory fails to draw attention to die fact that there are significant 

differences arnong countries in the periphery. For these countries differ not only in their 

cdturai practices but also in their historical expenences. Another problem with dependency 

theory is that it misconstrued the nature of capitalism, since capitalism is a mode of 

Kennedy, Aman Capi ta lh .  Op. Cit., p. 106 

" Evans, Dependent Development. Op. Cit., pp.80-8 1. 
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production and not a structure of exchange relations. Hence, a society does not necessarily 

become capitalist because it trades with the centre. These assumptions were put forth by 

dependency theonsts because they sought to attrïbute the underdevelopment of the periphery 

to the so-cailed exploitation by the centre. 

The "comprador model" of indigenous business and the state can aiso be criticized for 

ignoring the differences among the various individuals who serve as intermediaries, as we l  

as tensions and conflicts that are inherent in the supposed relations between the triple ailiance. 

Kennedy argues that these tensions and conficts a i se  because the Local bourgeoisie are 

themselves both victims and collaboraton of foreign companies. According to him. there are 

compradors who act as "ont-men" for foreign f m s ;  others who are in power positions 

within the foreign cornpanies because of their training and competence, but are unwilling 

victirns or parties of international capital due to their lack of resources to engage in their own 

business; and finally genuine partners who are stablished in their own right with foreign 

firms, and have the foreign firms as their main or sole source of market demand or inputs. By 

not differentiating between the different situations in which local businesses fmd themselves, 

it assumes that al1 of them are willing to be part of a scheme to exploit the Third World. It is 

naive to assume that d l  Local businesses are homogeneous, united and therefore capable of 

wielding long-terni strategies designed or calculated to under-develop entire regions of the 

global economy, for some of them enter into such partnerships for sound and practical 

reasons. To subsume dl relationships between the national bourgeoisie and foreign capital as 

comprador senrice is to do disservice to dl local entrepreneurs, and to become oblivious to 



the fact that such business partnerships abound aiI over the world." 

It is incorrect for dependency theorists to attribute underdevelopment to oniy extemai 

variables. since they fail to take cognisance of how internai structures and factors c m  shape 

developrnent. Although exploitation limits the resources of the periphery, it does not in itself 

explain underdeveloprnent. Instead of seeing the centre-periphery relationship as being static, 

dependency theorists need to r e a e  that societies can develop even if incorporated ùito world 

capitalism. The growth of the NICs clearly epitomises this point. By pursuing a wide range 

of strategies (establishg extensive and advanced educational çysterns, and providing facilities 

for scientific research) to build up their technological capabilities and reducing their reliance 

on foreign companies, they called into question the idea that developing countries cannot 

overcome their technological di~advanta~e.)' Since the MCs have experienced considerable 

growth in the face of foreign tmde and investment, dependency theory needs to see events in 

the periphery not solely as the outcome of extemal forces. Underdeveiopment may be 

explained not only by the surplus extraction that occur~ in the unequal exchange relations and 

exploitation of profits, but also by internai factors and st~uctures.~~ Hence, instead of seeing 

their relationship with the centre as a self-reproducing systern which offers no way out. the 

periphery has varied chances of achieving development. 

-" Kennedy, Afitcan CapitaIrSrn, Op. Cit., pp. 1 12- 128. 

'' ibid., p. 12 1. 
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While the structuralist and dependency hneworks were widely in vogue in the 1 950s 

and 1960s7 they came under increasing attack fkom neo-liberal theorists in the 1970s and 

1980s.''' Structuralist policies were strongly criticised For creating what neo-liberals 

considered a wide range of short-term costs and for hindenng the long-tem development of 

the industrial sectors of many countries." Dependency theory, on the other hami, was 

attacked for attributing the underdevelopment of coumies in the penphery solely to extemal 

factors. The thmst of the neo-liberal theory, which gained prominence in the 1980s in its 

attempt to throw theoretical light on the process ofeconomic and industrial development was 

that the state had to be "rolled-back." 

With the support of multinationais and international fuiancial institutions like the 

World Bank and International Monetary Fund (MF), neo-Iiberals cailed for a market-based 

approach to economic and industrial growth? Neo-liberal growth theory which starts on the 

assumption that human-beings are "rational utility maximizing" individuals3' was advanced 

by agencies and institutions in the Western world that were expected to be the main 

beneficiaries of market-fnendly po licies? ~eo-liberal theoris ts argued that a "market- tnendly " 

Y J .  Weiss (1988). hdusny in Developing Counnier, London: Croom Helm; H. Shapiro & L. Taylor (1990), 
"The S tate and Industrial Strategy," World Developrnent, Vol. 18, No.6, pp. 86 1 -878. 

j5 Weiss, Industry in Developing Countrk.  Op. Cit., p. 1 16. 

'" Arthur MacEwan (1999), Neo-liberalkm or Democraq? Economic Strategy, Markers. and Alrernatives 
for the 21" Cenmry, London: Zed Books, Cbapter One. 
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approach is the best means of ensuring industrial growth and capitalist developrnent since 

market forces are superior to the state as an agent of economic growth and transformation. 

For them, the "state has no business doing businesst' because states are imperfect in 

maximising allocative eficiency, that is, creating increased output and income fkom given 

reso~rces;)~ and that it is only when intemal and extemal cornpetition is stirnulated that 

industrial and capitalist development couid take place. For Fukuyama, markets are more 

efficient alIocators of resources than states, and that giving fiee rein to self-interest promotes 

gr~wth." The theory therefore hoids that a huge public sector and excessive state intervention 

were the reasons for the economic decline in most developing countries. 

Neo-liberals therefore attacked structuralists for downplaying the importance of 

markets in industrial and capitalist development. In their view, state intemention results in 

"black marketeering" and they make reference to import licencing to support their argument. 

For them, import licences create excessive rents and profits for individuals in society since 

restrictions imposed on imports push the prices of goods beyond their market value. The 

theory's explmation is that "intervention in the operation of markets will force market prices 

away frorn economic values that reflect the scarcity of comrnodities or resources. Thus, it is 

argued that significmt losses in economic efficiency will be created if producers and 

consumers respond to distorted rather than efficient market prices."'ll Therefore, the theory 

asserts that state interventions are distorthg exhibit a bias against expoas, and also have a 

j9 Weiss, Industry in Developing Courttris, Op. Cit., p.172. 

F. Fukuyama, T m t .  Op. Cit.. p. 17. 
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significant negative effect on the economy of  a country since they hinder the efficient 

functioning of markets. In the words of Cook & Kùkpabick, this means that policy 

prescriptions should be aimed at "reducing the aze of the public sector, the rernoval of 

governrnental regulation and controls, the fostering ofcornpetition and a greater reliance upon 

on the market and price mechanisms for the allocation of reso~rces."~~ Neo-liberals therefore 

contend that their policies, however rnuch dislocation and pain they may cause in the short 

run, will lead to a higher standard of living in the long 

Asian NICs: State-Led or Market Driven 

Nowhere is the debate between neo-liberal theorists and structuraIists/statists 

regarding the appropriate method of industrial development more pronounced than in the 

Asian Newly Industnalising Countnes (NCs). Various neo-liberal theorists have argued that 

the industrial successes chalked up by the NICs reinforces their claims that market forces are 

superior to statist policies. Neo-liberal growth theonsts explained the Asian economic growth 

in the 1970s and 1980s in terms of the efficient allocation o f  resources which took the f o m  

of limited govenunental intervention in the economy through removal of subsidies, abolition 

of import Licences and pnce controls; low levels of pnce distortion; integration of domestic 

product markets into the international markets; and vigorous export promotion? Neo-liberal 

" P. Cook & C. Kirkpatnck (1988), "hivatization in Less DeveIoped Countries: An Overview," P. Cook & 
C. Kirkpatrick (eds), Privatization in Less Developed Counfries, Sussex: Wheatsheaf, p.9. 
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W B. Balassa et al- (1986), Toward Renewed Economic Growth in Larin AmenCa, Washington, DC: lnstitute 
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theonsts argued that the governments of the NICs adopted the right economy policies by 

"getting the pnces right."" "Getting the prices nght" meant that "prices h d  their right levels" 

and that these pnces were established within the hmework of a "f?eeIy operating domestic 

and international market."46 

According to Fukuyama, while "economic planning does play a relatively greater role 

in Asia, the most successful secton with Asian economies have tended to be those permitting 

the greatest degree of cornpetition in domestic markets and intepration into international 

ones."" For him therefore, Asia's post-war economic miracle is ample demonstration that 

capitalism as a path of economic and industrial development is potentially available to al1 

counaies, and that economic liberalism allows lafe modemisers to corch up with and even 

overtake early indu~trialisen.'~ Krueger also argued that living standards fell in the now- 

developing countries after 1950, a time observers associate with active government 

intervention, and slow growth rates." Like other neo-liberals, Kmeger implies that state 

intervention is responsible for the slow growth rates of most Afncan countries. Therefore, for 

neo-liberals, if al1 developing countries that aim at industrialking, alleviating poverty, and 

avoiding huge national debts adopt an "outward orientation and a market-kiendly" approach 

"R. Kiely (t994), "Development Theory and Indusmalization: Beyond the Impasse," Journal of 
Contemporary Asia, vol. 24, No. 2., p. 136. 

R Wade (1992), "East Asia's Economic Success: Confiicting Perspectives, Partial Insights, Shaky 
Evidence," World Politics, 44, p. 271. 
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&id., pp. 103-107. 

49 A. Knieger (l990), "Govenunent FaiIures in Development," Journal of Economic Perspectives. 4, No. 3.. 
p.12. 



as the Asian NICs, they will enjoy high growth rates." 

Wade however, expresses his reservation with the argument advanced by Krueger and 

other neo-liberal theorists. According to him, some f i c a n  and non-African economies 

experienced high growth rates under interventionist regirnes between 1950-1970. Thus, it is 

erroneous to attribute the economic crisis that has bedevilled Afncan countries to the 

interventionist policies adopted by their govemments." The neo-liberal position was thus 

countered by arguments espoused by revisionists Like Amsden and ~ a d e ?  Revisionists like 

Wade concede that the industrial success of some NICs like Korea and Taiwan in the 1960s 

was to a certain extent due to their "outward orientation" which took the forrn of a virtual 

free trade regime for exporters and lowering of protection more generally, a fiee labour 

market, high interest rates, and conservative govemment budgetingSfl 

Norietheless, they emphasise that economic growth in the NTCs were not due primady 

or solely to the adoption of laissez- faire policies, but by the strategic intervention of the state 

in the economy. Amsden argues that instead of "getting the pnces right" to stimulate 

industrial growth, the NICs deliberately "got the prices wrong" as part of their development 

strategies. In Korea for instance, the governrnent adopted a "ca~ot-stick" approach in its 

dealings with business groups. While carrots of subsidies were offered to private enterprises 

as a way of boosting export outputs and import substitutes, sticks of withdrawing subsidies 

See F. Fukuyama, fie End of Hisrory; H .  Hughes (1988), Achieving lndustnalilation in East Asia, 
Cambridge: Cambridge University Press. 
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for those industries whose performance were below govemment expectations were also 

used." Finally, there were high levels of market discrimination in the NICs since their 

govemments decided which industriai sectors had to be nipported. 

In this regard, Amsden suggests that "getting the prices wrong" were the right 

economic measure taken by the NICs. B y assuming a centrai role through the provision of 

subsidies to industries, the Korean govemment became a major entrepreneur deciding "what, 

when and how to produce." In the face of international cornpetition, the domestic markets of 

the NICs were strengthened through tariffs and quantitative restrictions. Among others, NIC 

governments were engaged in direct invesmient in strategic industries, regulation ofexchange 

rates, business licencing, import duties and trade restrictions. h effect the MCs adopted a11 

those policies that neo-classical theonsts believed were economic anathema and wouid 

undermine a country's industrial development." But instead of expenencing economic 

problems, the NICs had considerable growth rates. Amsden thus points out that late 

industrializers like South Korea and other NICs realized their development goals not through 

innovation but on the basis of subsidies, pnce distortions and leaming which involved 

borrowing, adapting and improving upon foreign desigd6 Unlike early industrializers like 

Bntain and United States whose strategic focus was on the corporate headquarters, especially 

in the research and development department, Iate industrializers focussed more on the shop- 

floor level of the organization because that is where borrowed technology is first made 

A. h d e n ,  Asia's N a t  Giant, pp. 141-145. 
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operational and Iater ~ptimised.~ 

Govermnents ofthe NICs assumed a leadership role even when theireconornies were 

liberaiized. Kiely çuggests that even in Hong Kong which is ofien depicted as having had a 

more liberd economy, there were close ties between business and goverment, since the 

state's dominance in the econorny has not been in do~b t .~ '  The Hong Kong govemment, apart 

from enforcing labour standards, also determined wage poli~ies?~ Thus, what Wade calls 

"govemed market policies" which entailed the ability of governments to exercise discretion 

in economic policies explains the industrial and capitalist development of the M C S . ~  

Hence, we are cautioned in using the NICs as evidence that laissez~aire policies are 

the only way of ensuring industrial and economic growh6' F O r c ap i ta 1 i s t ec  on O rn i c 

development ofthe Asian MCs resulted fiom a "different mix of state and market. The States 

remallied strongly protectionist and involved direct controls over a wide array of resources 

generally in the hands of central agencies, and notably the central bank?* As MacEwan 

argues, by reducing explicit social regdations of pnvate activity and leaving things to the 

market, neo-liberalism prevents the implementation of programmes that would allow people 

to exercise political control over their economic flairs, involve people in solving their own 

" R. Wade, Governing the Market, pp. 286-29 1 . 

Kiely, Lac. Cit., p. 1 14. 
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prob lems and serve the matenal needs of the great rnajority. Thus, he suggests an economic 

strategy that is not only state-led, but also based on democratic pnnciples that result in greater 

growth and equity, the protection of the environment, the maintenance and strengthening of 

social comrnunity and broad participation in decision-making? For although neo-liberalism 

touts a minimal role for govemment in economic affairs, it not only generally depends upon 

a very strong govemmentP5 but also relies on the state in constmcting and organizing 

markets? For this reason, the role of the state cannot be overlooked in explaining rapid 

gowth, since the existing evidence support the argument that successful economic and 

indusaial development have involved state intervention and improvisation."' 

THE ROLE OF INSFMTUTIONS AND CULTURlE 

When one examines conventional theories of economic and industrial development, 

we find that the connections between institutions and the cultuai context which provides and 

sustains them has been misunderstood by mahstrearn economic theory, which is essentially 

acultural. These theories leave out broader institutionai and cultural factors in their analyses 

and assume wrongly that the process of  industrial devetopment couid be the same everywhere, 

and that countries need only to adopt particular policies to redise their industrial development 

goals. However, policies and practices which support economic success in one cultural 

O' A. MacEwan, Neo-Liberalkm or Democracy? p. 5. 

M .  ibid., p- 2. 
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context ofien meet with failure in another as they do not fit the new cultural c~ntext-~' As 

Whitley argues, "economic efficiency and success... are socially constnicted and so vaiy 

across significantly different social contexts. Thus the hypostatisation of an asocial, general 

economic and/or managerial rationality which determines efficient structures and practices ... 

irrespective of institutional differences"shodd be strongl~ rejected- Similarly, Jackson points 

out tbat markets are entwined in complex networks of cultural understandings, societal norms 

and social net~orks.'~ 

Despite the widespread application of various neo-liberal economic policies and 

programmes, the industrialisation process has still not taken off as expected in most Afncan 

counbies because ofcultural and institutional differences." Western-styled industrial policies 

and technology transfer have not been successful because they are imported solutions which 

are not based upon the indigenous institutions in Afiican countries." According to Kuada, 

since "Westem concepts, skills and techniques have evolved as solutions to specific socio- 

economic problems in the West and are, as such, dependent on the cultural values, norms and 

practices of these countries to succeed, it becomes instructive to argue that cultures ofnon- 

Western countries do influence the receptivity to and practice of concepts irnported into 

68 E. Chamlee-Wright (1  997), The Cultural Foundutions of Economic Dwefopmenr: Urban FemaIe 
Entrepreneurship in Ghana, London & New York: Routledge, pp. i & 23. 
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them."" in this vein, current efforts at industrial and econornic development in the non- 

Western world rarely achieve their goals and objectives "because the skills and howledge 

imparted are grafted on to the existing cultural values and noms of the countries in which 

they are to be applied."" Stated Merentiy, economic and industrial development policies "do 

not operate in a socio-cultural vacuum" and that they are influenced by the "business d e s ,  

culture and Imguages ofthe adopting societies."" Thus, while economic rationalists and neo- 

liberals consider cultural beliefs, practices and expectations as being irrelevant to econornic 

outcornes, cultural and institutional reIativists see différences in social conventions and moral 

codes as being so strong across societies that they generate highly distinctive forms of 

successful business organisation and practices which are specific to their context." 

Since the structuralist, neo-liberal and dependency theones ignore the context in which 

the industrialization process takes place, the institutional and cultural h e w o r k  which offers 

a new perspective by Iooking at intemal variables and the environment is employed as the 

theoretical paradigm for this study. In the process, the study draws upon worksT7 "united by 

a comrnon emphasis on the centrality of institutions to the way business is organised and 

Kuada, Managerial Behaviour in Ghana and Kenya. p. xv. 
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c o n d u ~ t e d " ~ ~  to analyse the information derived from various research instruments. Since 

cultural theones can be explained by making reference to the institutions that generate and 

reproduce them," a convincing cultural theory must also be a theory of institutions and social 

 relation^?^ Institutions as defhed by Hall consists of fomal d e s ,  cornpliance procedures and 

standard operating practices îhat structure the relationship between individuals in various 

units of the polity and economy." Implicit h this definition is the idea that when individuals 

are in any relationship, they are regulated and influenced by a set of rules and regulations that 

could either be forma1 or informal. Thus, the basic assumption underlying the institutional and 

cultural theoretical perspective is that "institutions and the environment do matter" in any 

endeavour. 

While seeking to correct the weaknesses in the theoretical paradigms already 

discussed, it should be stated that the institutional approach is not a homogeneous and 

monolithic body ofknowledge since it includes various approaches (economic, political and 

socio-cultural), each with its own techniques and concepts. For instance, making use of the 

concept of bounded rationality and opportmistic behaviour, economic new-institutionalists 

like Oliver Williamson contend that institutions are govemance structures that elirninate 

opportunism, expand rationdity, increase efficiency and reduce uncertainty by providing 

78 Pedersen & McCormick, "Afiican Business Systems in a GIobalizing World " Loc. Cit., p. 1 1 1. 

79 P. Hall (I986), Governing the Economy: The Politics of State Intervention in Britain and France, New 
York: Oxford University Press, p.34- 

BO EL EUiS & M. Thompson (eds) (1997), Culture Matters, Boulder, CO: Westview Press, p. 12. 

'' P .  Hall, Goveming the Economy, p. 19. 



dependable and efficient h e w o r k s  for socio-econornic excharge." The politicai 

institutionafist perspective developed by scholars fike James March and Johan Olsen hoIds 

that, since political institutions define the fiamework within which politics takes place, it 

becomes difficult to be sanguine about contemporary theories of politics that ignore 

institutions or relegate them to a secondary role." Political iastitutionaiist therefore dispense 

with the erroneous assumption that politicai phenornena like public institutions may be 

accounted for by means of non-political factors." 

Finally, there is the cultural fhmework. While subjected to many interpretations and 

definitions, underlying ail is a concept of culture as being "intimately comected to social 

institutions and individual behaviour ... the context in which rneaning is negotiated and 

renegotiated.,.. Culture provides the interpretive framework that ailows us to understand 

objects as syrnbols, actions as part of as overall plan, or interactions as social relati~nship."~' 

Thus, the social and cultural paradigm sees ail industrial and economic activities as being 

embedded in particular social relations. For Granovetter al1 forms of behaviour are so 

"constrained by ongoing social relations that to construe them as independent is a grevious 

Oliver Williamson (1979), "Transaction Cost Economics: The Governance of Contractual Relations," 
Journal of L a w  and Economics, 22, pp. 3-61, cited in S .  K .  Buarne, Entrepreneurship: A Contextual 
Perspective. Op. Cit. 

March & Olsen, Rediscovering Institutions, p. 172. 

1-E Lane (1993), The Public Sector: Concep& ModeLs and Approaches, Newbury Park: CA: Sage 
PubIications, p. 172 

Chadee-Wright, Cultural Foundations of Economic Developrnent. p. 24 



mis~nderstanduig."~~ It is this vein that Kuada makes reference to EIofstede's8' 1980 four 

dimensions of national culture to show how social relations affect the decision-making 

process: 

(a) Power distance- indicating the extent to which a society accepts the fact that power in 

institutions and organizations is distributed unequally. The distribution of power in a society 

is reflected in the values of both the less powerful and the more powerful members of the 

society. 

(b) Uncertainty Avoidance- indicating the extent to which a society feels threatened by 

uncertain and ambiguous situations and tries to avoid these situations by providing clearly 

defined rules to guide peoples' behaviour. Uncertainty avoidance may create a strong inner 

urge in people to work hard in order to protect themselves against evenhiaiities in the fiinire. 

Societies cope with uncertainty through various institutional frameworks, including 

technology, religion and Iaw. 

(c) Individualism-Collectivism- indicating whether the social framework in which people are 

supposed to take care of themselves is loosely or tightly knit. 

(d) Masculinity-Fernininity- indicating the extent to which the dominant values in the society 

are characterized by assertiveness, acquisition of money, etc (masculinity) or emphasize 

quality of life, sympafhy and support for the disadvantaged (femininity)." 

Thus, the essence of Hofstede's 1980 four dimensions is that it brings to focus some 

86 Granovetter, "Economic Action and Social Strucîure: The Problem of Embeddedness," foc. Cit., p. 482. 

87 G. H. H o  fs tede ( l98O), Cultures S Consequences, International Dtgerences in Work-relateti Values, 
Beverly-Hill, CA: Sage Publications. 

88 Kuada, Managerial Behaviour in Ghana and Kenya, pp. 9- 10. 



of the critical factors that structure and influence relations between people in a given 

environment and how it affects the decisions they take in various endeavours. Where a society 

is characterised by low individualism, high collectivism and high power distance as is the case 

in most Afiïcan societies, the consequences are superior-subordinate relations based on 

patronage, fear and unquestioned loyalty. In addition, considerations such as formal 

qualifications, expertise or performance are relegated to the bac kground, while factors such 

as kinship and ethnicity have major bearings on decisions and behaviour; not forgetting that 

high power distance can result also in low levels of trust, acceptance of close supervision. 

quiet acquiescence in superiors' instructions, and centralization of decision-making.'' By 

contrast, societies with high levels of individualism, as  observed in Westem societies for 

instance, tend to place hi& prernium on objectivity and efficiency; while family ties and 

religious expenence play very little or no significant role when individuals have to make 

choices fiom among a number of alternative courses of action? 

Having chosen the institutional and cultural theoretical framework, it becomes 

imperative to discuss the process of industrial development based on the experiences olboth 

the Western and non-Western worlds. in the Western world, one can talk about the 

hegemonic bourgeois culture of trust which contributed to the development of capitalist 

enterprises. As Berman points out, Max Weber was arnong the early writers who not only 

explained the development of capitalism in the Westem world but also exposed the extent to 

which the instrumentality of both the state and market rested on the existence of widespread 

S. S. Boye (1999), "Modeling the Mind: Capturing Culture," The Journal of Managernenr Studies, vol. t 4, 
pp. 85-86. 



social tmst in the probity and competence ofwidely-scattered, mutually anonymous actors? 

The ethics of trustworthiness, the avoidance of double standards in dealing with individuals 

in al1 business and trade transactions, and the use of "community controls to guarantee both 

personai probity and the reliability of legal procedure" were found to be of particular 

significance for the development of capitalism?' In the ha1  analysis, a hegemonic bourgeois 

culture of instrumental rationality as expressed in social trust, hierarchy that depended on 

expertise and competence, bureaucratic administration and technology "provided a b e w o r k  

of business ethics applicable to d l  transactions that both constrained self-interest in the 

interest of the integrity of the market itself and disciplined individual behaviour through the 

threat ofthe loss ofthe reputation fortrustworthiness."" Thus, for industrial development and 

"proper capitalism to have developed in Western Europe, appropriate economic conditions 

(whilst necessary) were not of themselves sufficient. In addition to a capitalist spirit, a set of 

orientations and values, was required. "94 

The institutional and cultural perspective has been used to account for the 

industrialisation process among the Asian MCs?' For example, Hamilton and Waters refer 

to values such as obedience, respect for authonty and the Confucian emphasis on self- 

'' B. Berman (1997), "Ethnicity, Social Trust and the Democratic Process in Afnca," Paper Pmented at the 
Annual Meeting of the African Studies Association, Columbus, Ohio, November 13-16. pp. 2-6. 

q2 R Bendix (1962). Mm Weber: An Intellecmal Pomait, London: Longman, pp. 70-77. 

93 ibid., p. 6. 

' RancIaIi & Theobald, PoliticaI Change and Underdevelopment, p. 23. 

'' See Wade, Goveming the Market; Wade, "East Asia's Economic Success;" Whitley, Busineu Systems in 
Easr Asia, Op. Cit.; G. Hamilton & T. Waters (1997), "Ethnicity and Capitalist Development: the Changing 
Role of Chinese in ThaiIand," D. Chirot & A. Reid (eds), Essential Outsiders: Chinese and Javs in the 
Modern transjbnnation of South East Asia and Central Europe: Seattle and London, pp. 258-284. 



discipline and family welfare to explain their economic g r~wth?~  Relatedly, Wade argues that 

apart fkom the logic of capital being allowed to work under the direction of the state, 

economic growth in most MCs was achieved within the framework of a relatively 

authontarian, paternalistic and corporatist structure?' There was the need to have a state 

which was bureaucratically and politica'ily effective to ensure industrial and capitalisi 

development. Whitley also discusses the importance of highiy personal, particularistic and 

diffuse ties between families in Taiwan, Hong Kong and other Chinese business comrnunities. 

as well as the long-tem alliances between Japanese companies, to cal1 into question the 

generality ofthe Anglo-Saxon and Western rnodels of h s  and markets where legal-rational 

and professional modes of skill developrnent and organisational noms are considered to be 

the basis of legitirnac~?~ 

Thus, while some broad generalizations have been made about the style of industrial 

development of the Asian NICs, they do not however, invalidate the assertion that different 

social contexts encourage or constrain the development of distinctive and effective ways of 

organising economic activities. In East Asian countries like Hong Kong and Taiwan, there is 

the lack of delegating responsibilities, mutuai cornmitment, interdependence, and strong 

institutional trust mechanisms which inhibits the development of impersonal authority and 

trust relations within firms, and leads to extensive reliance on persona1 networks between 

46 Hamilton & Waters, "Ethnicity and Capitalkt Developrnent," Loc. Cit., p. 250. 

'' Wade, Governing the Market, p. 297. 

98 R Whitiey, Business S'stems in Easi Asia, pp. 1 1-1 3. 
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enterprises? Hence, it will be wrong for one to attribute the growth and industrial 

development process among the Asian NICs to market liberaiisation without considering the 

cultural environment in which the process occurred. Despite the c l a h  that their adoption of 

neo-liberal policies account for their industrial development, one realises that industrial 

growth and business practices among the East Asian societies was largely determined by their 

historical expenences, and institutional structures, as well as their cultural practice~. '~ 

Conciudin~ Remarks 

From the preceding discussions, it becomes clear that the industrialization process is 

determined not only by neo-liberai economic principles, or by unequal trade and exploitation 

as suggested by dependency theory. Rather, we need to take into consideration the fact that 

the intemal conditions and environment in which industrialization take place can go a long 

way to deterrnine whether the process wouid be facilitated or hindered- Thus, senous doubts 

can be raised about the universal applicability of Western models of industrial and economic 

development since the industrialization process is generally influenced by the cultural values 

of societies. With unique historical experiences and socio-cultural landscapes, as well as 

institutionaYstmctural anangements that are idiosyncratic to particular societies, it would be 

erroneous to suggest that there is a single mode1 of industrialization. Hence, institutional 

specificity and the Iarger social andcultuml context play an important role in determining the 

industrial and economic development process of a society. Out of cultural values emerge 

business orientations on such issues as respect for authority, patronage, obligations and 

99 ibid., pp.22-23. 

'O0 See Whitley, Business Systems in East Asia. 
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responsibilities to family members, and ethnic preference in dealing with people. Cultural and 

institutional analysis is therefore essential to building relevant developrnent theory, and sound 

industrialization and development poIicies.l0' Therefore, the essence of the cultural and 

institutionai perspective for this study is that, while making us understand that in developin: 

a class of capitalists, there are certain kinds of attitudes that one expects them to express, at 

the same time it enables us to place the actions of entrepreneurs into context. Finaily, it 

stresses that the preferences and actions of individuah in the process of industrial and 

entrepreneurid development are shaped by the noms, beliefs and values of their setting.'" 

'O' Refer to Whitley, Kuada, Buame, Chadee-Wright, Op. Cit. 

'O' Buame, Entrepreneursh@: A ContextuaI Perspective. 
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ECONOMXC, CULTURAI, AND POLITICAL INSTITUTIONS IN GEFANA 

This chapter is devoted to the nature, characteristics and structure of the Gold Coast 

pnor to and after its colonization by Bntain. It analyzes the type of political, socio-cuihual, 

and economic institutions that existed in the pre-colonial societies and the effect of 

colonialism on them. I am particularly interested in the effect of colonialism on the cultural 

practices in Ghanaian society, and the extent to which colonial rule promoted indusûialization 

in the Gold Coast. 

Indipeuous Cultural Practices From Pre-Colonial to Post-Coionial Ghana. 

In exarnining the effect ofcolonialism on pre-colonial institutions, 1 attempt to identify 

what can be considered to be some of the salient cultural, economic and political 

characteristics of contemporary Ghana and their implications for industrial development, as 

well a s  the origins of these institutions. Colonial nile built on to the indigenous belief system 

and culture, and in the process disseminated only elements of pre-existing Afiican ideologies, ' 
failed to promote indusûialization, and also produce an entrepreneurid class in Ghana? 

Berman for instance, argues that rnost countries in Africa are characterized by 

"bureaucratie authoritarianism, pervasive patron-client relations and a complex ethnic dialectic 

P .  Nugent (1995), Big-men, Small Boys and Politics in Ghana: Accra: Asempa Publishers, p. 18. 

' S .  Buame (1996), Entrepreneurship: A Contextual Perspective. Dkcuurses and Prark of Ennepreneurid 
licrivities Within the Institutional Contes of Ghana, Lund: Lund University Press. 



of assimilation, hgmentation and cornpetition that produced, contained and divided 

communities of trust based on particdaristic M a g e s  that undermined the functioning of 

universalistic institutions, as well as amthlessly competitive and materialistic politics devoid 

of ideologyW3 Woode makes a similar point regarding the conduct of public administration 

by asserthg that affairs "in Ghana is charactenzed by a displaced sense of purpose, elite 

rnentality, nepotism, distrust, patemalism, centralism, disregard for lime, and an absence of 

organizational l~yalty."~ However, to understand the basis of such cultural practices and 

behaviour, one needs to go back to colonial mle and before. The discussions that follow 

therefore examine some of the main cultural beliefs and practices in Ghana. 

A cultural value common to many Ghanaians is the ernphasis placed on wealth, respect 

for authority, hierarchy and the "big-men/big-women" of society.' The deep historical roots 

of this cultural predisposition among the Akans for instance, have been discussed in a number 

of excellent anthropological and historical case studies! For exarnple, Arhin points out that 

with the introduction of Western-style education by Methodist missianaries to the coastal 

Fante societies in the 1830s and 1840s, educated individuals became models of social 

excellence in these communities. Similady, among the Ashantis, successfiil individual 

B. Berman (1997). "Ethnicity, Social Tnist and the Democratic Process in Afnca," Paper presented at the 
Annual Meeting of the Afncan Studies association, Columbus, Ohio, November 13-16, p. 10. 

' S. N. Woode (1997), Values, Standards and Practices in Ghanaian Organizational LiJe, Accra: Asempa 
Publishers, p. 1 

See M. Assimeng (198 1). Social Sfructure of Ghana, Accra: Ghana hblishing Corporation; Nugent , Big- 
men, Srnall Boys and Politics in Ghana, Op. Cit.; Woode, Values, Standards and Practices in Ghanaion 
OrgonLrational L i f ,  Op. Cit, 

" C. Lentz (1998), "The Chief, the Mine Captain and the Politician: Legitimating Power in Northem Ghana," 
Afilca, 68, 1, p. 47. 



entrepreneurs were accorded community recognition of their capacity by being called 

"abirempon" (big-men) or ''sihi" (wealthy person).' The mode1 of the good citizen was 

therefore the "abirempon " or "sikani," that person who had accumulated wealth through his 

or her own efforts! 

Since wealth and pnvate accumulation were viewed as supremeIy social acts, 

individuals who were successfûl in doing so were rewarded by the state through the granting 

of titles and special privileges in complex rinials and ceremonies, as well as the right to 

command popular deference? It should be noted that while wealth in the pre-colonial penod 

was often accompanied by the granting of special status, the latter apart fkom being earned, 

was also contingent on one's community involvement and practice. In other words, wealthy 

individuals had to place part oftheir wealth at the service of the larger community and not just 

for self-aggrandizement. In the face of clearly dehed  social hierarchies spanning diverse 

institutions in Ghana in the pre-colonial penod, individuais aspired to such statuses of 

prestige, honour, respect, and "big-man." These were usually attained by virtue of being a 

person of wealth, education, high political or rnilitary position, and by being successful in 

farming, trading and craftsmanship.'* The dominant political philosophy of wedth in pre- 

' Refer to K- Ahin (1983), ''Rank and Class Among the Asante and Fante in the Nineteenth Century," Afica, 
53, 1, pp. 2-22. 

1. Wilks (1975), hante  in the Nineteenth Century: The Sîructure and Evolution of a Political Order, 
Cambridge: Cambridge University Press, p. 430. 

1. Wilks (I979), "The Golden Stool and the Elephant Tail: An Essay on Wealth in Asante," G. Dalton (ed),  
Research in Economic Anthropology, Vol. 2, Greenwich, Connecticut, Jai Press, pp. 13- 16; Nugent, Big-men. 
Srnall Boys and Politics in Ghana. Op. Cit, p. 19; T. C.  McCaskie ( 1995), Siate and Society in Pre-Colonial 
Asante, Cambridge: Cambridge University Press, p.42. 

'O See Arhin, 'Rank and Class Among the Asante and Fante in the Nineteenth Century, " pp. 2-22; Nugent, 
Big-men. Small Boys and Politics in Ghana, p. 34; R. Kea (1982), Settlements. Trade and Politics in the 



colonial Ghana, with its premium on individual achievement and the conversion of economic 

success into political status and vice versa still predominates in behaviour in contemporary 

a ha na." However, colonialism, as will be pointed out, shut the door on the potential capitalist 

and entrepreneurid class that existed in pre-colonial Akan societies, because during the 

colonial penod, the state was more incluied to cohabit with foreign than indigenous capital." 

Furthemore, colonial mle M y  implanted tle administrative structures and 

institutions of authontarian d e  such that they became the mode1 and decisive point of 

reference for the development of the bureaucracy in Ghana." The colonial system of 

govenunent created a distance between the govemrnent and the govemed, and this same 

pattern of goveming persisted in the post-colonial penod." Such is the similarity between 

Ghana and Bntain's forma1 administrative system that Price calls it a case of "institutional 

em~lation."'~ Administrative behaviour in Ghana was shaped by the imported bureaucratic 

conventions. Under colonial rule, power was vested in the han& ofa few individuals, narnely, 

European administrators, who ran the colonial state without much regard for the views of not 

only their subordinates but aiso the people who were ultimately affected by the decisions that 

Seventeenth Century Go Id Coast, Baltimore, John Hopkins University. 

" 1. W i k  (1979), "The Golden Stool and the Elephant Tail: WeaIth in Asante," Loc Cit., cited in C.  Lenn 
(1998), "The Cbief, The Mine Captain and the PoLtician: Legitimating Power in Northem Ghana," Afiica, 
68, 1 ,  p.47. 

" P .  Nugent, Big-men. Small Boys and Politics in Ghana, Op. Cit., p. 18. 

13 F .  Heady (1979),Public Administrahon: A Comparative Perspective, New York: Marcel1 Dekker, Inc. 
p.3 14. 

l4 Gyelcye, Tradition and Modernity. p. 136. 

'' R. Price (1975), Society and Bureaucracy in Conternporav Ghana, Berkeley: University of California 
Press, p. 150. 



were taken. Apart fiom the centdked nature of colonial d e ,  the administrators enjoyed 

exclusive benefits, such as social clubs and hospitds, which M e r  detached them fkom their 

Afncan subordinates and constituentd6 "As a transplantationofthe bureaucratic and juridical 

noms and institutions of the modem state in Europe, the AfÏican colonid state was foremost 

an asen bureaucratic system of mie.... In the colony, native populations were subjects, not 

"citizens" in the sense of individuals with rights and obligations to the state."17 

Colonial administration, which was based on a top-down approach to decision- 

making, was reinforced among the colonizen through the inculcation of these values in the 

individuals who were privileged to attend the elite secondary schook and universities of 

colonial Africa18 Such authoritarian patterns of admùiisterhg Ghana penisted because the 

individuah who took controi of the bureaucracy after independence were primxily trained 

iii tiie same few elite educational institutions. Having gone through the sarne socialization 

process, the bureaucratic elites exhibited the same authoritarïan tendencies as their colonial 

predecessors. Considering themselves as the bearers of knowledge, power and authorïty, 

these bureaucrats expect lower-level personnel and the "ordinary people" to heed to their 

instructions and demands. It is in this regard that bureaucrats and political leaders in Ghana 

were less than enthusiastic about the introduction of democratic practices in the period 

l6 W. J. Tettey (1996), Cornputerizution and the State Capacity Building in Ghana: Evaluating the Impact 
of the New infirmation Technologies on Public Sector Refonns, Ph. D. Thesis, Queen's University, Cana&, 
p. 39. 

" D. Eyoh ( 1993, "From the Belly to the Ballot: Ethnicity and the Politics in Africa," Queen 's Quarrerfy, voI. 
I02,No. 1, p.41 

l 8  B. Berman, "Ethnicity, Social Trust and the Democratic Process in Afnca," p. 10. 



immediately before independence. I9 

Thus, the granting of speciai status to weaithy individuals, deference to the "big- 

rnenhig-women" and "the notion of obedience to higher authority was deeply embedded in 

the traditions of many Ghanaian societies .... Ghanaian attitudes stress obedience to any type 

of authority figure. In fact, obedience was required of people in subordinate positions to 

anyone perceived as being above them .... Obedience was viewed as a necessary precondition 

for providing leaders with the capacity to g~vern."~" According to Assimeng, "almost 

invariably, when children quarrelled with elders, children were adjudged guilty, not so much 

because of the substantive nature of the case, but because it is held to be impudence and 

uncustomary for children to dare challenge their elden."" Therefore, when individuals, 

especially young people or those in subordinate positions, question or challenge authority, 

they are considered disrespectfil and are normally reprimanded. Such is the situation that the 

"srndl boys" or "lesser officids tended to pass even mundane decisions upwards, for fear of 

being seen to undermine the status of the big-man at the top ."" The result of this cultural 

orientation is unquestionhg acquiescence, and the fetish regard of authority and leaders." 

Another feature associated with countries like Ghana is what most Western writers 

l9 H Kuklick (1979), The Impenàl Burcaucrat, Stanford, CA: Hoover institution Press. p. 145 

'O N. Chazan (1983), An Anatomy of Ghanaian PoIitis: Managing Political Recession, 1969-1982, Boulder, 
CO: Westview Press, p. 84. 

" Assimeng, Social Sbucmre of Ghana, Op. Ci?., p.74. 

" Nugent, Big-men, Small Boys and Politics in Ghana. Op. Cit., p. 52. 

" Assimeng, Social Shcture of Ghana. p. 76. 



refer to as "ne~-~atrimonialism.~'~~ In the pre-colonial political system of the Ashanti for 

instance, there were a series ofhierarchical levels of authonty which operated fiom the family 

units to the paramount chief. The chief s authonty was recognized throughout the territory 

under his domain, although the der ' s  authority was supported by well-developed 

administrative and legislature machuiery, as well as judicial institutions. In both centraiized 

and acephalous societies, there were structures and mechanisms in place that ensured checks 

and balances. The under-ying political beliefof inclusion, representativeness, consultation and 

participation were qualities which conditioned not only the deliberations of chiefs and 

traditional councillors and elders, but also detemiined that decisions were collectively arrived 

at in the interest of the people? T'us, the pre-colonial societies contahed institutional and 

cultural constraints on arbitrary power and a degree of responsiveness to public sentiment. 

However, in order to consolidate their positions in society during colonial d e ,  the 

coIonial authonties abandoned some ofthe principles ofniling in the pre-colonial system, and 

relied on local collaboration2' with the chiefs and the "Big-men" to run their  colonie^.'^ With 

continued labour shortages in the mines and plantations, as well as in the construction of 

" See for example, M. Bratton & N. van de Walle (1997). Democratic f3periment.s in Afica, New York: 
Cambridge University Press, Chapter Two. 

K. A. Busia (1951), The Position of the Chiefin the Modem Political S'stem of the Ashanti, London: 
Oxford University Press; IC. Awoonor (l990), Ghana: A Political History, Accra: Sedco hblishing Lïmited; 
K. Gyekye (1997), Tradition and Modernity, Op. Cit. 

%Boahen (1987, pp.41-44) contends that tbe chiefs and "big-men" were not coiiaborators bent on achieving 
their own seKish ends as porttayed by many Western writers. Rather, tiiey entered into alliances with the 
colonial authorities to protect their sovereignty and ensure that their territorial independence was not taken 
over by cornpethg outside forces. 
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roads and railways, the colonial authonties relied on local chiefs to recniit individuals under 

their contro 1 to undertake these chores and duties. The chiefs who were paid b y the colonial 

authonties served as guarantors of the political order and recruiters of unskilled labour to 

work in the mines and plantation? Therein lies the bais  of the patronage system and 

"ii~stitutionalization of clientelisrn" which deveioped under colonial rule, and which becarne 

a noticeable characteristic of the Ghanaian society. For the payrnents offered by the colonial 

authorities to the chiefs for recruiting people to be used as labour encouraged them to force 

and discipline recalcitrant workers. 

Furthemore, the existence of patron-client networks or "Big Man-Srnall Boy" politics 

in the niral areas which involved the "building of hierarchies of decentralized despotism of 

local chiefs and headmen" meant that access to state resources was attainable through these 

n e t ~ o r k s . ~ ~  This linked patrons in arnutuai and beneficial relationship with their clients. While 

the clients depended on the patrons for assistance, the patrons relied on the support of the 

clients." These local-level authorities were the links in the hierarchical chah made up of the 

various forms of personal rule." Added to this, Boone observed that the bureaucratization 

of control over mai markets tended to expand the role and influence of the village "big-men" 

Philiips, Enigma of ColonialLrm. p.28. 

'9 B. Berman, " Ethnicity, Social Trust and the Democratic Process in AErica," Loc. Cir., p. 1 1 

'O W. Barrows (1974), "Comparative Grassroots Politics in Afnca," World Politics, vol. 26, No, 2, p. 290-293; 
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since they used their positions to create nehworks ofpolitical control in the comtryside. Such 

patron-client relationships were necessary to the attempt by colonial authorities and the 

bureaucracy to extract resources at the periphery or local level. Thus, the process of state 

building and consolidation was realized by luiking locally-based power structures to the 

cenM authonties. State patronage and clienteiism therefore emerged as loosely centralized 

modes of political control and govemance operated both at the local level of the regirne and 

within the politicai economy at large.'2 This system of control helped to consolidate regimes 

by offering access to state resources in exchange for political acquiescence. The "big-men" 

and chiefs who collaborated with the colonial authorities became part ofthe extended patron- 

client networks established after independence, and they becarne linked to the national system 

of administration. The post-colonial state was thus characterized by an "infinitely variable 

multiplicity of networks whose underground branches join together the scattered points of 

~ociety."'~ 

Another cultural disposition and orientation that differentiates Ghana and other 

Afiican countries fiom the West has to do with the definition and understanding of what 

constitutes the farnily. Awoonor has rightly pointed out that the first group basic to the 

existence of individuals is the family and it embraces both the imrnediate and distant 

 relation^.'^ Thus, while families are part of the social fabric of al1 societies, unlike the West 

where the individuaVnuclear family is the basic social unit, the family in Ghana includes 

'' ibid., pp. 131-132. 
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extended-farnily members like parents, grandparents, children, grandchildren, cousins, 

nephews and their children, in-laws, as weI1 as the "departed relatives" designated as the 

"living-dead," and even the unbom members who are still in the loins of the liWig? 

Accordingly, individuals in @cari societies do not and cannot exist alone, but corporately. 

" Whatever happens to the individual happens to the who te group, and whatever happens to 

the whole group happens to the individual. The individuai can oniy Say: '1 am because we are; 

and since we are, therefore 1 am."36 

Being an dl-pervasive social institution through which resources are organized to 

satisQ the collective needs, individuals in societies like Ghana are expected to fulfil their 

moral social responsibilities and obligations by providing for extended family memben who 

are unable to care for themselves." Since an individual's wealth in society was measured by 

the number of mouths it fed and how many people's well-being if supported, wealthy 

individuals owe their wealth to extended-family members and to the community at large.38 

This makes social pressures exerted on individuals in positions of power, especially by 

extended-family members a pervasive cultural element in Ghana. 

The social expectations that corne with one's position in society shape the 

3s J. S. Mbiti (1969), Afncan Religions and Philosophy, Nairobi: Heinemann, pp. 106-107. 

36 ibid., pp. 108-109. 

37 S. K. Buatne (1 W6), Entrepreneurship. A Conte .a l  Perspective, Lund: Lund University Press, pp. 148- 
150. 
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administrative behaviour in Ghana39 In simations where the bureaucratic organizations are 

embedded in a social system based on corporate descent groups as is the case in Ghana, an 

individual's respomiilities and obligations are not only to their nuclear farnily but also to their 

extended relations. The role expectations and social pressures and responsibilities directed at 

such individuais in the higher echelow of society by their "significant othen," that is, extended 

family memben, make them prone to exploit the resources of state and society for their 

personal ends. The consequence is that individuds regard official positions not only as an 

instrument through which the benefits and resources of society cm be distributed to fkiends 

and other clients, but also as a means of having a share of the "national cake." Bayart 

observed that any "official decision fiords an opportunity for gain, fiom a fiscal control to 

a technical verification, fiom signature of a nomination fotm or a concessionary market to an 

industrial agreement or an import licence. Civil service departments and public enterprises 

constitute virtually bottomless financial reservoirs for those who manage them, and for the 

politicai authorities which head thern."" Invariably, such actions result in the erosion of 

impersonal bureaucratic noms and practices, massive waste, and indiscipline in the public 

sector? This produces the "politics of the belly;" a situation where pubic officiais use their 

position for personal gain, both self-enrichment and advancement." 

j9 Price, Society and Bureaucraq in Contemporary Ghana. Op. Cit; Woode, Values, Standards and Fractices 
in Ghanaian Organtkational Lfe. Op. Cit. 
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Apart fiom using their official positions to provide fmancial and other material 

assistance to themselves and their extended farnily members, individuals considered part of 

society's elite are also expected to maintain a high standard of living. Since any managerial 

position by itselfcarries high status, managers are expected to acquire al1 the tangible symbols 

that are associated with upper income groups of the population." These include owning cars, 

large modem houses, and wearing imported clothing. The relationship between public 

administrative organizations and their socio-economic environment is such as to inhibit the 

hlfilment of the behavioural requirernents for organizational effectiveness? Accordingly, 

"administrative hbstmcture established to solve economic problems serves instead to create 

additional obstacles to econornic success."45 A consequence of this cultural phenomenon is 

that instead ofbeing impersonal in theu relationships to public institutions, individuals have 

had to be particularistic and not universalistic in their orientations and behaviours." 

Finally, there is the issue of ethnicity. Most indigenous people of Afica have lived for 

hundreds of years, and continue to live in units which are normally referred to as ethnic 

groups. AIthough various ethnic groups existed in the pre-colonial Afiican societies like the 

Gold Coast, and each of hem was independent or at least autonomous, there were no clear 

43 J .  Kuada (1994), Managerial Behaviour in Ghana and Kenya, A Cuihrrat Perspective, Aalborg: Aalborg 
University Press, p. 202. 

Price, Society and Bureaucracy in Contemporary Ghana. p. 206. 
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Lines of demarcation, thereby making it difficuk to say where the ethnic boundary exists." Pre- 

colonial socio-cultural boundaries were thus marked by fuzziness and flexibility, and a lack 

of ethnic consciousness and institutional separation, aithough there were large numbers of 

Linguistically and culturaily related people- The modem ethnicities of Afica however, have 

their origins in colonial rule, especially with the Berlin Conference of l88M which formally 

partitioned f i c a  arnong the colonial powen. For purposes of control, the colonial 

authorities ensured that administrative units contained people who were not only linguistically 

related but supposedly homogeneous. The effect of the classification of people and 

demarcation of boundaries was that people were encouraged to think "ethni~ally."~~ 

Ethnic identities have thus becorne another cultural feature ofmost PLfncan societies. 

According to Eyoh, ethnicity was used by the colonial authorities to " fashion the institutional 

infrastructure of politicai domination and conbol the subject  population^."^^ Furthemore, 

colonial States fostered the "rigidification of communal identities," which invariably "led to 

the rnanyùig ofonce fluid and mobile identities to demarcated temtories."" The effect is that 

"social trust is largely contained within ethnic communities and irnbedded in the personalistic 

Mbitiy Afncan Religions and Philosophy, Op. Cit., p. 101; G. K. Nukunya (1992), Tradition and Change 
in Ghana: An Introduction to Sociology, Accra: Ghana Universities Press, p. 224. 

B. Berman (1998), "Ethnicity, Patronage and the Afncan State: The Politics of Uncivil Nationalism," 
Afn,,n Aflairs, vol. 97, No. 388, p. 310, 
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D. Eyoh (1995), "From the Beily to the BaUot: Ethnicity and the Politics in Afiica," Queen T Quarrerly, 
102, 1, p. 42. 
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ties of patron-client ne t~orks . "~  While modernizing influences have had the effect of 

reducuig ethnic aEliations as a source of particdaristic role expectations, a sizeable nurnber 

of individuals expect ethnic affiliations to influence the treatment they receive fiom hdividuals 

of their own ethnic group? It is not uncornmon to find ethnic considerations being used in 

offering or withholding favour, sympathy orjustice." Ethnicity has become one of the social 

"linkage structures employed by Ghanaians to M e r  their own goals," and a "tangible 

identity recognized as central organizing principles in Ghanaian social life."" 

In the organizational context, Kuada suggests that in Ghana, individuais in positions 

of power and authority are constantly pressured into employing people fkom their own ethnic 

comunities because "managers are seen as representatives of their commuriities and are 

expected to champion the communities' interest in the broader socio-economic mobility 

pro ces^."'^ However, ethnicity as a critenon for recniitment has profound consequences for 

managerial behaviour, decision-making and organizational performance. Apart from the 

likelihood that managers might tend to mistrust colleagues who might not hail from the sarne 

ethnic group, the organizational cornmitment of members from outside the superior's ethnic 

community tends to be generally low. The implications are that belonging to the "wrong" 

'' B. Berman, "Ethnicity, Social Trust and Democratic PoIitics," Loc. Cit., p. 14. 
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ethnic or social group can disqualiw an individual fiom advancement and thereby render any 

assesment ofhis fomal qualifications and performance irrelevant? In effect, individuals who 

might be in the position to contribute to the industrial development of the enterprise might 

be excluded from doing so because of their ethnic background. 

There are however, some scholars who think that ethnicity is not that important in the 

Ghanaian context. Barrows, for example, argues that ethnicity has no role in transactions 

since "interpersonal relationship-marriage ties, fiendship-cut across ethnic groups in almost 

random fashion, neutralizing their potential political impact and drawing them into a network 

ofreciprocal  obligation^."^^ Gyekye makes a similar argument According to him, with web- 

like ethnic backgrounds which might stem h m  inter-ethnic rnamages, movements of peoples 

fiom place to place in the wake of wars of invasion and conquest, enslavement and 

consequent adoption or incorporation into cornmutities of the various groups, and in the 

wake also of the search and pursuit of better economic lives elsewhere, ethnicity keeps 

changing. Hence, it would bedifficult to explain the actions of individuals by ethnicity alone, 

since they would most likeiy be of multi-ethnic extraction or have multiple identitied9 It is 

in this regard that Kuada cautions us to the effect that it would be a grave error to presume 

that ethnicity is a predominant and accepted phenornenon in Ghana, or that its negative 

management consequences are c o n d ~ n e d . ~  
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Coloniai Economic Policies and Its Conseanences 

Politicdly, while f i c a  was certauily not in a Hobbesian state of nature at the dawn 

of the colonial era, for Adu Boahen, colonialisrn undoubtedy contributed to the establishment 

and maintenance of continuous peace and stability in AfXca At the social level, a benefit of 

colonialisrn was its spread of Western-style education. With the abolition of the slave trade 

and the British take-over of the Gold Coast in 1874, the time had corne for the colonies to 

engage in trade in naturai products or "legitimate ~omrnerce."~~ Colonialim provided an 

infrastructure ofroads, railways and harbours, although they were Iimited to the axas rich in 

natural resources. It also facilitated the spread and consolidation of the money economy in 

Afiica and with it not only a change in the traditional standards of wealth and status, but also 

the creation of a class of wage eamers and salaried persons. However, apart fiom saddling 

most colonies with mono-crop agricultural export economies, colonialism totally neglected 

and subsequently delayed the i n d u s ~ d  and technological developments of ~ f n c a ? ~  

Prier to the Gold Coast becoming a British Colony, it was a major trading centre 

which served as a trade route and link between bIack Afnca and the Mediterranean 

populations to the n ~ r t h . ~ ~  Trade was mainly between Europeans and other African societies. 

Gold trade had linked the Gold Coast to Europe through North Afiica. Gold was moved from 

the Gold Coast and other West N c a n  societies to North Afiica in exchange for sdt and 

manufactured goods like cotton textiles. It was such trade links that fïrst attracted the 

6' Hopkins, Economic History of West Afica, p. 124. 
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Pomiguese to the Gold Coast in the latter part of the 15' Century (1471), and which was 

subsequently followed by other Europeans like the British, Dutch and Danes who built forts 

and castles dong the coast of Ghana to serve as their fortified trade posts.M The &val of the 

Europeans broke the monopoly that North Ahicans had in trade with the Gold Coast. 

Extensive trade in ail kinds of goods and products (rubber, palm oil, clothing, fïrearms, 

brandies and schnapps) and slaves took place between the people of the Gold Coast and their 

European counterparts. 

in addition, the Gold Coast was producing its own building materials, soap, beads, 

iron tools and cloth, as well as gold that was exported to Europe and the Mediterranean 

W~rld .~ '  Agbodeka adds that the Gold Coast had a well established cottage/cr&, extractive 

and manufacturing industries. Apart fkom the use of the open pit system to mine gold, the 

pottery industry was also highly developed throughout the country since various communi ties 

used thern for storage purposes, cooking and serving meals. Fuially, cloth-making, especially 

kente-weaving, as well as the availability of various species of wood from various products 

had encouraged the development o f  these manufacturing industries in the pre-colonial 

period." 

However, colonialisrn did not encourage the local manufacturing industries or  improve 

the pre-colonial production techniques. Rather it neglected, destroyed and eradicated pre- 

existing industries and handicrafts through the importation of substitutes whic h helped or 

F. Agbodeka ( 1  992), An Economic Xktory of Ghana From the Earliat Times, Accra: Ghana Universities 
Press, p. 10 
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conûibuted to Afkica's industrial and technological backwardness. For example, imported 

brassware partially replaced the indigenous pottery industry, while Afiîcan-made textiles 

expenenced deche  due to the importation of cheap foreign cloth hom Manchester (United 

Kingdom) by the United Afiica Company (UAC). Similarly, in the mining industry, while 

European entrepreneurs k t  negotiated concessions for mines in the early l87Os, imported 

European technology replaced rather than supplemented the pre-colonial efforts of the 

indigenous people. Deep mining was avoided by the Afncans because they lacked the 

necessary equipment, especially machinery for pumping water, and also due to the reluc tance 

of the European h s  and Companies to put such technology at their disposal. In addition, 

the indigenous people whose land contained minerais like diamonds were not ooly expected 

to purchase licences fiom the colonial District Commissioner @C) before engaging in any 

minhg activities, but also they had to employ only traditional or "native" methods to do so. 

Finally, bauxite and manganese, which were discovered between 19 17- 1930, were put under 

the control of expatriate European companies. The overall effect of these policies were that 

the indigenous people were limited in their industrial endeavours by the colonial authorities." 

Apart bom not encouraging local industries, another act of the colonial authonties 

was their early attempt to introduce new land policies. The colonial authorities aitempted to 

destroy the existing land tenure system with their own laws, and thereby deprive the local 

people their rights to land. They sought to undermine the land tenure system by imposing an 

b7 R. Howard (1978), Colonialïsm and Underdevelopment in Ghana, New York: Afncana PubIishing 
Company, pp. 68-83; Boahen, Afiican Perspective on Colonialism. Op. Cit; K. Ofori-Yeboah (1991), Srate 
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individuaI land tenure system or private property in land, as well as declaring ai1 so-called 

Itwaste," "empty," and "unused" land as government or Crown land. This was aimed at 

prornoting plantation estates which could enhance production in rubber, palm products, 

groundnuts and other agicultural products, as well as give European entrepreneurs or 

Companies control of the production of gold in the colony.' 

Following the formation of the Aborigines Rights Protection Society (ARPS) in 1897 

by chiefs and educated elites to protest the new land initiative which they saw as an attempt 

to undermine the very essence of traditional rule, coupled with the anxieties about potential 

land disputes, the idea of a new land po iicy was dropped." Ultimately, however, the CO lonial 

authorities managed to undexmine the pre-colonial mode of production by introducing a pre- 

capitalist form of production which was based on pesant production. By this new fom of 

production, the nghts of individuals and groups to land was widely accepted, but claims to 

private property were not." For, while the colonial authorities aaimied the role ofcommodity 

production the "expansion of agriculture was to rely on the Afncan peasantry, secured in its 

access by traditional property relations."" 

The structure ofthe Gold Coast's economy also underwent major transformation. For 

example, kom 188 1 to l885,73% of the total exports of the Gold Coast were paim products, 

R. Howard, Colonialism and Underdwehpment in Ghana; Phillips, Enigma of Colonialism. p. 68. 
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of which palm oil accounted for 47% and kernels for 26%? Later, cocoa seeds, which had 

been introduced kom Fernando Po in 1879 by a Ghanaian contract farmer (Tetteh Quarshie) 

to Mampong, became the major crop produced and exported by the Gold Coast. By 19 1 1, 

the Gold Coast had become the wodd's largest single producer ofcocoa, exporthg about 40, 

000 tonnes per rising to 23 1 000 tonnes in 1926; while by the sarne penod, paim 

products as a source of exports had vimially disappeared? It is no surprise that by 1955 

cocoa accounted for almost 70% ofGhanaY s total exports. Cocoa exports eclipsed the exports 

of p a h  products and mùierals like go Id, bauxite and manganese." Co Ionialism encouraged 

the colonies to produce prirnary products like cocoa to be exported to the metropolitan 

countries. To maintain the competitiveness of the rnetropolitan country in the internationd 

market, the CO Ionies became sources of raw matenal to feed various manufacturing industries 

in Britain, as well as markets for their finished prod~cts.'~ This type of commercial 

relationship which involved the export of primary commodities and importation of 

manufactured goods became the main feature of the economy. 

With the exception of the production of the primary products for exports, al1 the other 

sectors of the Gold Coast economy were controlled by British interests. Until the 

governrnent-owned Ghana Commercial Bank (GCB) was opened in 1952, the commercial 
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banking needs of the country were served by expatriate banks? These expatriate-owned 

banks Like the Bank of British West M c a ,  wbich opened in 1897, and the Barclays Bank 

which began operations in 191 7 in the Gold Coast served the financial needs of British 

businesses, while discriminating against Afkican entrepreneurs in their granhg of loans. They 

did so by charging higher service fees or by outright refusal to gant the local entrepreneurs 

bank overdrafts and other facilities." To serve their commercial interest, the colonial 

authorities also constructed railways, roads and harboun to facilitate the exploitation of the 

colony's natural resources and economic potentials. A railway iine from Sekondi to Kumasi 

was finished in 1903, while another one kom Accra to Kumasi was completed in 1923. 

Finally, the railway triangle was completed with the construction of another Line between the 

coastal ports of Accra and Sekondi in 192%" 

The railway pattern shows that the CO lonial authorities lirnited their infkastructural 

development to the coastal and centrd parts of the country which were noted for their natural 

resources. The construction of railways and roads to the cocoa and mining areas was aimed 

at facilitahg the transportation of goods and heavy machinery, especially for the mining 

industry, to and fiom the metropolitan country.80 Railways were not extended to the Northem 

parts of the country because it had no such export crops or minerais. In other words, the 

n P. Gariick (1971), Afican Traders and Economic Development in Ghana, Oxford: Oxford University Press, 
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~ t r u c t u r e  was rneant to facilitate the exploitation of the n a d  resources, but not to 

promote the accessibility and development of al1 regions of the colony?' Thus, even at the 

height of Ghana's cocoa boom in the 1 XOs, the colonial authorities did not invest the revenue 

derived f?om cocoa saies into the industnalization and hhstnrctural development of the 

country." Oniy a few small factories like that for Rose's Lime Juice were set up in Atebubu 

in the Central Region in the 19205 and 1930s to process Limes." 

The economic policies and inhstructural development undertaken during the colonial 

period resulted in the uneven development of the southern, middle belt region and northem 

parts ofthe country. The economic opportunities that were available to the indigenous people 

during the coIoniaI era varied greatly so that the southem inhabitants enjoyed Western-style 

education correspondhg to that provided in Britain. Not only that, they were also afforded 

the oppominity to acquire education in the West, and invariably became the "been-tos"" and 

elites of the society. On the other hand, the middle belt region of Ghana was characterized by 

the existence of large individudy-owned cocoa plantations, as well as a goup of individuals 

(rural fmers, mineral traders, timber merchants) who became rich because of their 

involvement in the rnining and other extractive industries as well as in farming. However, the 
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northem part of the country was largely neglected in tems of educationd opportunities and 

thus had to supply the bulk of the labour in the mines and fann-land~.~~ 

Besides the European businesses, another group of peop le Uivolved in entrepreneurial 

activities were the Levantine migrants (Syrians and Lebanese) who settled in West f i c a  at 

the close of the lgh Century and engaged in trading and exports of cocoa, cotton and rubber. 

They also operated in areas and comunities with low profit margins, and stuck to their 

businesses until things improved. Their practices ofkeeping proper account records on sales 

and expenditures, stocks and inventory, as well as their acquaintance with market changes and 

customer needs really contributed to the development of their businesses." With their 

business and economic success, they moved into motor transport. and ran hotels and 

restaurants, as well as engaged in other small-scale endeavours8' which have continued to 

contemporary times. 

Therefore, the development of indigenous technology, rnanufacturing enterprises and 

the emergence of an entrepreneurial middle class whichcould accumulate capital and promote 

fkee enterprise was not encouraged by the colonial g~vernment.'~ Despite pressures from the 

indigenous people in the 1940s and 1950s, and the support of the then Govemor, Alan Burns 
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for the colonial government to encourage and suppolt local industries like fh i tu re  and soap- 

makùig, this did not materidize. Only the wood-working industry was not systematicdly 

undermined by the colonial govenunent, while cloth weaving and hand-spinning were 

encouraged to become cottage industries as opposed to modem industrial establishments. The 

few Ghanaians who estabfished artisan workshops and small trading enterprises were mostly 

soldiers who had received their gratuities after being dernobilized afler World War II, and 

other people who had worked abroad for a time in the yean just before, during and after the 

war." Therefore, by the 1940s and 1950s, the nurnber of local manufacturing industries that 

had any hopes of developing was very s m a l ~ . ~  Had traditional production techniques in al1 the 

local manufacturing industries been enco uraged and rnodemized, and industrialization 

promoted, Afncan industrial and technological development could have comrnenced much 

ear~ier.~' 

What emerged in Ghana, according to Buame was a class of "political entrepreneurs" 

who spent most of their time, energies and resources resisting the political and economic 

systern.g2 By 1950, Ghana had not developed the semblance of a manufacturing sector 

because the colonial power, Great Britain sirnply did not have an induseid development 

policy for the country.93 In addition, the colonial authorities did not encourage a local 
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capitalist and manufacturing class to emerge because they feared the social dimptions that 

could emanate fiom the implications of such a transition, e.g, land alienation, which the weak 

state was incapable of containing? Hence, 

Akican entrepreneurs, businesmen, and mal1 indumialists bear the scars of 
colonial neglect ... colonial nile was rigged in favour of foreign enterprise. If 
any economic opportunities remained for f i cans ,  it was for one of two 
reasons: either the Europeans did not care to enter the particular sector, most 
likely because it was not profitable, or Europeans sùnply were not available 
in suficient numbers to launch a project and see it through the difficult initial 
phase?'. 

That Ghana bears these scars of colonialism is seen in the fact that after over forty years of 

independence, its economic structure has not changed fimdamentally from what pertained in 

the colonial period. 

As Basil Davidson points out, in order to understand the current economic and 

industrial problerns, as well as the "cwse of the nation-state" in Afiica, one has to go back to 

colonial Without asserting that the industrial and economic state in which Ghana and 

other e c a n  countries fïnd themselves is solely due to colonialisrn, the point is that "colonial 

administration and institutions effectively never provided a congeniai atmosphere, the training, 

the imowledge, the financial resources and other facilities or incentives that could induce the 

individuals" to engage in entrepreneurid and industrial activities?' nius, while Ghana and 
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other Afiïcan countries cannot continue to totally blame colonialism for their economic and 

industrial woes, it is equally ridiculous and disingemous for some s c h o l d 8  to attribute the 

present state of the Afiican econornies solely to mismanagement, inefficiency, ineffective 

leadership, plundering of national resources, systemic corruption and other rent-seeking 

behaviour while ignoring the hannful effects of colonial economic policies. Because the 

European profits came f?om mining and trade and not modem industry, the colonial 

authorities ensured that Ghana was not to be hlly developed in its industrial sector." 

Therefore, Ghana's colonial hentage was "its dependent pofitical economy, the 

mderdevelopment of its productive forces and its tnuicated class s t r u c t ~ r e . " ~ ~  

Given the colonial administrative policies which discouraged and made it virtually 

impossible for Ghanaians to be involved in industriai and other entrepreneurid activi ties, they 

were encouraged to instead seek employment in the lower IeveIs ofthe colonial civil service. 

The only way of getthg employed in the colonial bureaucracy was through the acquisition of 

the relevant educational qualifications, and such an orientation has penisted to contemporary 

times. With the educational system geared towards the production of white-colla. workers 

and bureaucrats, individuals in Ghana place high prernium on educational qualifications which 

would enable hem to get a state position as opposed becoming hdustrialists or 

98 See For example, D. Rimrner (1992), Staying Poor: Ghana S Political Economy. 1950-1990, Oxford: 
Pergamon Press Lirnited; M. Todaro (1994) ( s ~  ed), Econoaic Development in the Third Workl, London: 
Longman. 

99 R. Howard, Colonialism and Underdevetopment, Op. Cit., p. 20. 



entrepreneurs. "' Ghanaian families continuously channe1 their resources into educating their 

children and other relatives in the hope that they would eventually become part of the higher 

echelons or "big-men and big-women" ofsociety. Such is the case that individuals who could 

not attain higher education and work in white-collar jobs were considered educational drop- 

outs* 

Concludin~ Remarks 

From the preceding discussions, we reaiize that although there was an indigenous 

enterprise culture with a thriving industrial spirit in pre-colonial Gold Coast, colonialism 

between 1874 and 1957 failed to establish the "institutions and economic processes capable 

of generating a sound bais  for future self-sustaining entrepreneurid activities and national 

economic auton~rny,"'~~ or develop an industrial base in Ghana. In fact, rather than sustain 

and strengthen indigenous industry, colonialism subverted and compted the hdigenous form 

of entrepreneurid spirit, and in the process the modes of securing capital and finance for 

entrepreneurid development were drastically altered. While noting that Ghana enjoyed a 

"higher Literacy rate, better hedth care and a standard of living that was higher than any other 

country in West f i c a . , "  Smillie concludes that the "nostdgic portrait of a country bom with 

silver spoon in its mouth is misleading."lo3 When Britain granted self-government to Ghana 

and handed over power to the Kwarne Nkrumah-Ied Convention People's Party (CPP) on 6' 

l o i  K. A. Niusin, Informal sector in Ghana, Op. Cir., p.44; S .  Buame, Entrepreneurship. Op. Cit., pp. 105- 
106. 

'O2 S. Buarne (19961, Entrepreneurshrjl: A Contextual Perspective. Discourses and Praxis of Entrepreneurial 
Activities Within the Institutional Context of Ghana, Lund: Lund University Press, p. 103. 

'O3 1. Smiiiie (1986), No Condition Pennanent: Pump-Priming Ghana S industrial Revolution, London: IT 
Publication, p.?. 



March 1957, the country had a low level of industriai activity in Iight of the policies that had 

been pursued during the colonial penod. For the indigenous people, involvement in mining 

and other extractive industries, trading, famiuig, and education were the keys to personal 

economic advancement, especially for individuals who attended the elite secondary schools 

and universities of colonial Afnca With their education, they became the elite class that 

generally dominated nationalkt politics, and used their position in the state structures to 

accumulate wealth. In effect, as aresult ofcolonial policies, not only did structural imbaiances 

and varying economic opportunities develop arnong the regions in Ghana,'OJ but also by the 

post-colonial period, distinct ethnic identities, patron-client ties, authontarian control, and 

"status groups and ranks" had become part of Ghana's institutional arrangements. 

K. Ofori-Yeboah, State and Industrial Deveiopment in Ghann, p. 39 
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CaAPTER FOUR 

THE GHANAW EXPERIENCE OP INDUSTRIALIZATION 

Introduction 

Ghana's economic history since the attainment of independence on 6h March 1957 cm 

aptly be descnied as being chequered in nature. Whilst independence was expected to put the 

economic destiny of Ghanaians into their own hands and therefore improve the living 

conditions of the citizens, such hi& hopes and expectations have to large extent proved 

illusory. Ghana was in a severe economic cnsis when the International Monetary Fund ( M F )  

and World Bank initiated a SAP that was implemented in the 1980s and 1990s. In order, 

however, to understand the reasons for the dismal performance of the economy after 

independence, and especially the state of the rnanufacîuring sector in the 1980s and 90s, it is 

imperative to examine the national economic environment. This chapter will therefore 

examine Ghana's political economy in the post independence penod. Only by looking at the 

economic policies that were pursued by successive govemments can we understand the 

implications they have had for the indushialkation process. 

NKRUMAH'S ECONOMIC POLICIES 

Ghana's efforts at industrialkation has been of very recent ongin. At independence, 

there was little manufacturing activity and the development of indigenous enterprises apart 

fkom traditional crafts and repair work associated with rnining and plantation activity, and 



some self-employrnent among local artisans.' However, the desire to shift fiorn the stanis of 

dependence to a position of self-reliance demandai a strategic change in Ghana's colonial roie 

as exporter of raw matenais and importer of nnished products. The answer lay in the building 

of an industria1 base for the utilization of local raw materials to produce f i s h e d  products 

both for home consumption and for export. Thus, rapid industridization became the primary 

goal of the Maumah government when it took office, because industnalization, it was felt, 

"would form important linkages with various sectors of the economy, by supplying other 

industries and agriculture, or by increasing the demand for their products as inputs."' 

industrialization was not only embraced by policy makers as an integral part of the 

development process, but was also to be characterized by the mass production of standardized 

rnanufactured goods.' 

Sir Arthur Lewis, the then United Nations Economic Advisor to the Ghanaian 

govemment, was commissioned by the Nkrumah administration to corne up with an econornic 

and industrial development policy for the country. He urged the governent to shelve the idea 

of industrialization given the shortage of capital and the narrow dornestic market of the 

country." Instead, he recommended that the government should devote its resources to the 

' See P. Kennedy (1988), Afncan Capitaltkm: The Stmggle for Ascendency, Cambridge: Cambridge 
University Press, p.30; S. LaiI et al. (1994), Technology and Enterprise Development, New York: St. Martins 
Press, p.24; K. A. Niasin (1992), 'TIanning for the Growth of Smaii-Scde industries in the Informai Sector: 
The Reaiities and Challenges of the Ghanaian Situation," E, Aryeetey (ed), Planning Afncan Growth and 
Development: Some Current Issues, Accra: ISSER/UNDP, p.264. 

' 1. Smillie, No Condihon Permanent, Op. Cit., p. 7. 

' L. Mytelka (1989), "The Unfulfiiied Promise of AFrican indusmalization," Afircan Smdies Review, 32 .3 ,  
pp. 77-137. 

' K. A. Ninsi. (1991), The Informai Sector in Ghana S Political Economy, Accra: Freedorn hblications, p. 
29. 



modernization of the agriculturai sector, invest in the provision of social idkastructure, and 

also punue a vigorous promotion of exports which could earn adequate investable surpluses 

in foreign exchange. In effect, Lewis beiieved that modemization of the agricdtural sector 

would eventually result in the successfùl industrialization ofthe country. However, based on 

his ideology of "state capitalisrn and sociaiim" and greatly influenced by rnainstream 

development theory of the 1950s and l96Os, Nkrumah abandoned the Lewis strategy, and 

assigned a strong and more interventionist role for the state in the industrialization process.' 

In the complete absence of a capital market, or a local entrepreneurial class in 

rnanufacturing, and given the mdimentary nature of indigenou industry,6 the task of industrial 

development fell on the Ghanaian govemment. Thus, "the post-colonial regime assumed not 

only the tasks of all modem states: protector of public order, and property rights, provider 

of social and physical bfhtmcture, and macro-economic manager (Le., manipulator of fiscal, 

monetary, and trade policies to promote growth and restrain inflation); it also appropriated 

the roles of economic regulator, p lmer ,  and to varying degrees, entrepreneur."' In addition, 

the Maumah government undertook numerous development projects, notable among them 

being the construction of the Akosombo Dam which supplied hydro-electrïc power to Ghana 

and neighbouring countries, the building of a b t  class international port at Tema in 196 1, 

and the construction of a motor-way which linked Tema, Ghana's leading industrial city, with 

* T. Killick ( 1  978)' Development Economics in Action: A Shrdy of Economic Policies in Ghana, London,: 
Heinemann; K.  A. Ninsin, Infonnal Sector in Ghana, Op. Cit. 

Killick, Development Economics, Op. Cit., R. Sandbrook (2993), The Politics of Afiica's Economic 
Recovery, Cambridge: Cambridge University Press; S. Laii et al., Technology and Enterprise Development. 
Op- cir. 

' Sandbrook. PoIitics of Afica 's Economic Recovery, Op. Cit., p.  22. 



Accra, the capital? 

Adopting a "fast track" strategy of industriaikation, the Nkrumah govemment 

established import substituting industries (ISIs) and state-owned enterprises (SOEs) with the 

view that the state wiU "capture the commanding heights of the economy." SOEs and ISIs 

were also "necessary in view ofthe protectionist policies ofthe industrial countries and, given 

the impracticability of achieving a successful export trade without first establishing a home 

base."9 Thus, the state-led strategy of economic and industrial development of the Maumah 

govemment was expected to ameliorate poverty, create investment, Save foreign exchange, 

increase wage employment, improve labour productivity, spread we1fare,l0 and also be the 

"instruments of modernization and sources of investible surpluses."" The state-owned 

enterprises showed signs of reaiizing their objective of being the agents of industrial 

development as the manufacturing industry sector as a percentage of Gross Domestic Roduct 

(GDP) rose from ten percent (10%) at independence to fourteen percent (14%) by 1970. 

However, despite some achievements and successes, by the middle of the 1 !VOS, the 

economy and especially the ISIS and SOEs began to perform badly and becarne a source of 

worry to successive Ghanaian govements. With oniy a few exceptions, the ISIs and SOEs 

exhibited pervasive patterns of inefficiency, becoming financial liabili ties for the Ghanaian 

govemment. As Srnillie points out, a mango canning factory was installed with the capacity 

' M. Oquaye (1980), Politics in Ghana. 1972-1979, Accra: Tomado Press, p.2. 

' Killick, Development Economic in Action, p. 21, 

'O C. Moses (1978), "Informai Sector or Petty Commodity Production: Dualism or Dependence in Urban 
Development," World Development, 6, No.9/10, p. 1043, 

" Killick, Development Econornic in Action, p.216. 



that exceeded the entire world trade in canned mango products; while a glass factory which 

could produce sheet glas in addition to bottles was selected over one that produced bottles 

alone, because the Minister responsible wanted the most complete modem factory; ignoring 

the fact that the demand for g las  sheet in Ghana was minuscule. l2 Thus, far h m  creating a 

vibrant integrated industrial sector, the SOEs and irnport-substitution trade and 

industrialkation strategy led to the building up of a highly import-dependent manufacturing 

sector and ody increased the country's dependence on external factors of production. The 

"anti-export bias inherent in the import-substitution strategies discouraged exports, 

exacerbated the foreign exchange constraints, and reduced the capacity to irnport, thereby 

stifling production."" The import-substitution strategy, apart from reducing the share of 

manufactured imports in relation to total imports, did not transform the technical bais  of 

Ghanaian industry. It ody  enabled successive govemments to set up industries that would 

engage in the locd production of what the country used to irnport-consumer items like 

textiles, footwear, soap, matches, plastics.14 

The problems of Ghana's economy were not limited to the industrial sector. in 

agriculture, Nkrumah's croies and politicd appointees, who had little or no knowledge of 

agriculture and famiing methods, were put in charge of managing state f m s  and CO- 

operatives.15 Their incornpetence is shown in the fact that the "state irnported expensive farm 

" Smiilie, No Condition Permanent, p. 8 

" UNDP (1997), Ghana Human Development Report, Accra: UNDP, p. 10 

'' K. A. Ninsin, " Planning for the Growth of Small-Scale Industries.." Loc. Cit., p. 30 

'' KiUick, Development Economics in Action. pp. 194-195; J .  Frimpong-Ansah (1992), The Vampire State 
in Aj%a: Tlie Political Economy of Decline in Afnca, Trenton, N3: Afnca World Press. 



rnachinery which was wholly inappropriate for the local hard soi1 conditions .... Meanwhile, 

uiterventionist agicultural policy was destroying the one sector which had demonstrated its 

growth potential-the pnvate agicultural sector."" 

Many writers have advanced various reasons to explain the poor performance of the 

ISIS and SOEs." According to Stein, shortages of competent middle level managers, the 

over-hiring oflower-level personnel, and poor investrnent choices and decisions al1 combined 

to undermine the capacity of industries to perform to their optimal capacity. In addition, the 

shortages of govemrnent invesûnent h d s ,  the mandatory payment of profits to the state 

coffers, coupled with the intervention by the govemment in industrial decisions for political 

rather than econornic reasons undercut the working capital and reinvesûnent ability of 

industries. l8  

For Rimmer, the problems of  the SOEs, ISIS and the economy as a whole stemmed 

f?om corruption and rent-seeking behaviour on the part of governrnent officiais. According 

to him, "by 1965 Ghana was an administrative jungle. There were 3 1 ministries the functions 

and responsibilitia ofwhich had been periodically reshuffled. State enterprises were scattered 

al1 over the place. The total reached 53, and there were also a dozen joint state/private 

enterprises and two dozen public boards, but it is not certain that anyone knew at the time 

'' E. Chamlee-Wright (1997), The Cultural Foundations of Economic Developmenr. London: New York: 
Routledge, p.65. 

17 See 1. Smillie, No Condition Permanent, Op. Cit.; J .  Frimpong-Ansah, Vampire State, Op. Cit; D. Rimmer 

( 1992), Sraying Poor: Ghana 's Political Economy, 1950-1990, Oxford: Pergamon Press Ltd; H. Stein (1992), 
"De-Industrialization, Adjustment, the World Bank and IMF in Ghana," World Developrnent, 20, 1 ,  pp. 83- 
95; Chamiee-Wright, Cultural Foundations of Economic Developrnent. Op. Cit. 

'' Stein, "De-industrialization, Adjustment, the World Bank and MF in Ahica," Loc. Cil.,p. 84. 



how many of these bodies were there."lg Rimmer's rent-seeking interpretation of this period 

begs a M e r  question. If economic policies were designed primarily to transfer wealth to the 

politicai and economic elites, then it did not make economic sense to destroy the pnvate 

agricultural sector through pncing and taxation poli~ies.~' 

For Charnlee-Wright, the interpretation that the political and economic structures were 

designed to mammizethe weaithofthe political leadership does not coincide with the fact that 

they eventually destroyed the source of their wealth and their hold on power?' Therefore, she 

amibutes the failures of the economic policies of the Nkrumah administration to problems 

generally relating to centralized planning, and the entrepreneurial role assumed by the state. 

For her, "as an entrepreneur, the state is ill-suited to recognize profit o p p o d t i e s  across 

sectors, the most prudent production technique or the most advantageous investment 

decision .... The state cannot make economically sound decisions because it is operating 

completely outside of the context in which knowledge necessary to inforni those decisions are 

gearedeWu Ofori-Yeboah also argues that the intensity of the drive to industrialize, and the 

emphasis on the need to transform the colonial economic structure are not factors which c m  

easily be explained in terms of a desire to redistribute wealth in favour of those in power. For 

the Nkrumah government was insistent in its desire to remove the distortions created by the 

l9 D. Rïmmer, Staying Poor, Op. Cit., p. 9 1 .  

'O Chadee-Wright, Cultural Foundntionr of Economic Dwelopment. Op. Cil., pp. 75-76. 

" &id, p.76 

" ibid., p. 77. 



colonial structure of the economy, which was based upon prirnary production? 

Notwithstanding the different reasons and interpretations O ffered to explain Ghana's 

economic problems during Nkn~mah's regime, the wnting was clearly on the wall that 

although the govenunent had invested heavily in the industriai and agriculturai sectors after 

independence, and thus looked to thern as the main instruments of stnictural and economic 

transformation, these investments had failed to yield the desired results? With the servicing 

of Ghana's debt accounting for twenty five percent (25%) of total exports in each of the four 

years cornmencing from 1965,~ Western creditors and the IMF cailed on the Nkrumah 

govemment to introduce a stabilization programme. Among the conditions set by such 

international bodies for the rescheduling of Ghana's debt were their insistence on cut-backs 

in govemment expenditures and the removai of state subsidies on SOES." Motivated by his 

socialist inchations and ideological beliefs, IVkmmah rejected the MF conditionalities. It was 

against this background ofpolitical and economic dissatisfaction with the performance of the 

Nkrumah administration that a rnilitary coup led by Lt. Generais E. K. Kotoka and A. A. 

AfXfa overthrew the Nkrumah govemment on 24th Febmary 1966. Subsequently, the 

National Liberation Council (NLC) under the Chairmanship of General I. A. Ankrah was 

formed to take charge of the governrnent. 

" Ofori-Yeboah, State and lndustrial Deveiopment in Ghana. Op. Gt., p 94. 

24 S. La11 et al., Technology and Enteprire Development, Op. Cit., pp. xii-xiii. 

25 E. Hutchfki (1984), "International Debt re-negotiation: Ghana's Experiences," Ahca Development, vol. 
LX, No. 2, p. 9. 

25 A. Asamoa ( 2 996), Socio-Economic Dweioprnent Strategies of Independent Afncan Courttries: The 
Ghanaian Eipenénce, Accra: Ghana Universities Press, p. 84. 



GHANA: 1966-198l(THE NLC, PP, NRC, SMC. AFRC, AND PNP GOVIERNMENTS) 

When the NLC came to power, it decided to divest itself of some of the large SOEs 

in the hope that the financial burden that the government shouldered during the previous 

administrations could be lightened or reduced. In effect, the NLC govemment reversed the 

economic and industrial policies and measures that had been undertaken by the NIawnah 

government. It also came to ternis with the IMF and in so doing reduced governent 

expenditure, removed state subsidies, tenninated barter agreements it had previously reached 

with certain socialist c o d e s ,  and scrapped import licensing and exchange c~ntrols.'~ ~ h u s ,  

the cornerstone of the NLC economic policies was the re-organization of the economy in 

favour of private capital. The government's role was limited to the development of 

inhmcture ,  while economic and industrial invesûnent was left in the hands of private 

entrepreneurs. Furthemore, to promote private entrepreneurship among Ghanaians, the NLC 

passed the Ghanaian Enterprises Decree, 1968 (NLCD 323) which among other provisions 

barred foreigners fiom entering specified mining areas, and also reserved certain economic 

and industrial activities for Ghanaian~.~~ The NLC govemment, which was basically a 

transitional administration, handed over power to the civilian govemment ofDr. K. A. Busia 

in October 1969 d e r  democratic elections had been conducted under the supervision of the 

NLC. 

" These included the taxi business, d l - s c a l e  enterprises in the field of extractive, processing or 
manufacturing or transportation employing 30 persons or les, and agencies representing overseas 
manufacturers (J. D. Essek (1971), "Govemment and lndigenous Private Enterprise in Ghana," The Journal 
of Modern Afican Studies, 9, 1,  pp. 11-29; K. Jonah (1980), ne Politics of Econornic DecolonXzarion: The 
Case of Ghana *s Indigenhation Policy, MA Thesis Submitted to the Department of PoiiticaI Science, 
University of Ghana, Legon, pp. 54-59. 



Busia's Progressive Party (PP) government continued the private sector initiative 

begun by the NLC regùne. Apart nom pursuing a laissez-faire policy, the Busia govemment 

saw nual development as crucial to economic growth and thus invested heavily in the 

hinterlands of   ha na?' In addition, Busia publicly favoured policies of liberalization, and in 

fact reduced the budgets ofboth the military and civil s e~ce . "  While this was the case, it has 

also been pointed out that the Busia government did not go far enough with its cost-cutting 

rneasures and only paid lip-service to them. In his desire to hold on to power, Busia 

considered it politically prudent to continue in the government-led and expansionary policies 

pursued during the Nkrumah era However, the most controversia1 aspect of Busia's 

economic policies was the passage ofthe Aliens Cornpliance Order in 1969, and the Ghanaian 

Business Promotion Act (Act 334 of 1970). The k t  measure provided for the deportation 

of over 150,000 foreign nationals lacking valid residence permits, most of whom were fiom 

other West Afncan countries. The second, Act 334, reserved certain fields of economic 

activity (petty trading, commercial transport, printing, baking, manufacture ofcement blocks, 

advertising and publicity) as the exclusive preserve of Ghanaians? ' Since most of the foreign 

businesses afTected by the two rneasures were small-scde in nature, and to help Ghanaians 

buy out the business that foreigners were compelled to give up under the two Acts, the 

government subsequently introduced the Smdl Business Loans Scheme (SBLS) to serve as 

M .  Oquaye, Politics in Ghana. p.4. 

'O E.  Charnlee-Wright, Cultural Foundatiom of Economic Dwelopmeni. Op. C'L, p.80. 

" J .  D. Essek (19711, "Government and Indigenous Private Enterprise in Ghana," The Journal of Modem 
Afircan Studies, 9,1, p. 27; K. ionah (1 %O), The Politics of Economic Decolonization: The Case of Ghana 's 
Indigenkation Policy, MA Thesis Submitted to Political Science Department, University of Ghana, Legon, 
p. 61. 



a source of h d s  for Ghanaians who wished to buy out the non-Ghanaians bus in esse^.'^ 

However, many small-scale entrepreneurs had difficukies accessing the SBLS because 

of the conditions attached to it, These conditions included the need to acquire stocks and 

fixed assets, the guaranteeing of the loans by either mortgage or red property; penons, 

partnerships, companies or CO-operatives acceptable to the official acting for the office; and 

by life insurance policies where the loan repayrnent penod and amount of loan do not exceed 

the corresponding maturity period and the value of the policy. Given that small-scale 

entrepreneurs could not meet these restrictive conditions, they were in effect disqualified from 

obtaining the loans. Thus, although the loan scheme was aimed at providing financial 

assistance to smalkcale entrepreneurs, there is iittle evidence that the scheme benefitted those 

in the informa1 ~ector?~ 

Despite the economic measures and policies pursued by the PP government, the 

budget deficits, balance of payment problems, and the accumulation of national debts which 

exceeded 1000 million cedis proved to be too much for Busia to handle. The only solution 

was for the government to devalue the currency by about forty-four percent (44%), but as it 

turned out, this policy, together with the reduction of benefits and perquisites as well as 

expendihire for the military, were the reasons which were used by the armed forces led b y 

Colonel 1. K. Acheampong to overthrow the Busia administration on 13th January 1972.''' 

On corning to power, the Acheampong regïme, the NRC, abmptly ended pro-MF 

'' NBSSI (1994), NBSSI Naus, p. 9. 

j3 K. Niusin, "Planning for Growth of Smaii-Scaie Industries in the Informal sector," Loc. Cit. pp. 268-27 1. 

M. Oquaye, Politicx in Ghana. 
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policies of export promotion, and the liberalized trade regime introduced under the NLC and 

Busia administrations. Apart ftom undertaking a revaiuation of the currency, the NRC 

government put a keeze on trade liberalization, and also pmued a vigorous domestic 

agriculturai policy under the "Operation Feed Yourself' programme which airned at increasing 

agricultural production. As Asamoa points out, the "aim of the Operation Feed Yourself 

Programme was to induce al1 social strata of the urban population to get involved in back- 

yard gardening and other agricultural activities elsewhere, as to supplement food 

production."" This programme achieved its a h ,  for by 1975, hardly any food was imported 

since the country produced al1 or more of its food requirements. As a corollary to the 

"Operation Feed Yourself Programme," the "Operation Feed Your Industries" programme 

which aimed at puîting increased ernphasis on the production of selected industrial and cash 

crops such as rubber, sugar-cane, cotton, groundnuts, and cashews for local industries and 

for export was launched in 1975? 

Another aspect of Acheampong's economic policies was his indigenisation strategy, 

which increased the role of the state through restriction by legislation of economic activities 

which foreign capital could undertake." The c r u  of the indigenisation strategy as embodied 

in the Investment Policy Decree of 1975 provided for state acquisition of shares in foreign 

companies like British Petroleurn (BP) and Shell Limited through parastatd bodies like the 

Ghana Commercial Bank and National Investment Bank (NB). The Acheampong 

35 Asamoa, Socio-Economic Dwetopmenr Strategrgres of Independent Afican Countries, p.94. 

3b M .  Oq~aye, Politics in Ghana, p. 13, 

" K. Jonah, Polirics of Economic Decolonkation. p. 19. 
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govemment also introduced hpor t  licences which were "recklessly dissipated against public 

interest .... Whereas established conmerciai houses and reputable industries were ignored 

wholly or partially in their legitimate demands and whereas factones closed down for lack of 

import licences, favourites of the regime ... obtained import Licences for fn~olities."'~ 

At the same tirne, the Acheampong govemment decided to repudiate the country's 

international debt and also pursue a plethora of non-price tmde m e a s m .  The effects were 

that extemal sources of capital investrnent for industrialization were not forthcoming, while 

the protectionist econornic policies, and the shortages of foreign exchange al1 had a direct 

disincentive effect on exports in general, and manufachirùig in parti~ular?~ Kalabule," a local 

slang euphemism for corruption became the order of the day. So institutionalized and 

foxmalized was kalabule that both pnvate individuals and public officials engaged in d l  forms 

of unscrupulous practices with an aim of getting their shxe of the "national cake."'" In short 

"during Acheampong's govemment, there were no ethos that stress the importance ofpublic 

duty and national responsibility .... Narrow personal interests were pursued at the expense of 

the national intere~t."~~ 

With kalabule, bnbery, price-gouging, pro fiteering, hoarding, srnuggling, shortages 

" Oquaye, Politics in Ghana, Op. Cit., p. 3 1. 

39 Chadee-Wright, Cultural Faundations of Econornic Development. p. 82; Baah-Nuakoh et al., Exporting 
Manufacturers, pp. 26-28. 

JO According to Oquaye (1980, p.17), the word kalabule probably sprang from the Hausa expression "kere 
kabure"- keep it quiet. 

'' ibid., p.23. 

" S. Buarne, Entrepreneurship: A Contertual Perspective, Op. Cit., p. 1 17. 



ofbasic commodities and other rent-seelang behaviour being pervasive in Ghana, the NRC, 

later called the Supreme Military Council (SMC 1) faced opposition from professionals, 

especially lawyers, university students, workers and trade unions. Such was the opposition 

that a palace coup, led by General F. W. K. Akuffo ushered in the SMC 2 on 5& July 1 978. 

In a speech to the nation on coming to power, Akuffo stated that the SMC 2 would attempt 

to improve the economic situation of the country by raising the required extemai bancial 

resources to produce the needed foreign inputs and generally lift the level of eficiency in the 

econom y ." Despite this assurance kom the Akuffo govemment, apart from removing 

Acheampong and making an attempt to help solve the country's economic problems by 

devaluing the currency and introducing a new currency to mop up the excess liquidity in the 

monetary system, there was nothing "new" in terms of policy and attitude of the SMC 2.& 

It therefore came as no real surprise that on June 4th 1979, another military coup 

staged by mostly junior officers of the army toppled SMC 2. The Armed Forces 

Revolutionary Council (AFRC) which took over the administration of the country under the 

Chairmanship of J. I. Rawlings launched a "Housing Cleaning Exercise" designed to starnp 

out bribery, corruption and other social vices and unethical practices from society. After 

almost four months in office, the AFRC handed over power to the democratically elected 

People's National Party (PNP) under the leadership ofDr. Hilla Limann. When Limann took 

ofnce, the economy of the country was still in niins, and characterized by hyperinfiation, 

shortages of foreign exchange, and decluiing investment and savings. To arrest the deplorab le 

43 Oquaye, Politics in Ghana. p. 1 13, 

IJ ibid., p. 132. 



state of the economy, the governent took a number of measures. These included the 

imposition of controls on imports, and the design of an investment code which sought to 

attract foreign investors by assuring them of their contïnued management control as long as 

their initial risk capital remained outstanding? The non-response of the economy to these 

measures resuIted in the govenunent having to tum to the IMF for financial assistance. 

However, the negotiations for assistance ground to a halt because the government was not 

ready to meet the usital IMF conditionalities which included currency devaluation and job 

retrenchment." Rawlings, who had prior to handing overpower to Limann on 24h September 

1979 "promised" to keep an eye on the administration, did not hesitate to remove him f?om 

office in another military coup on 3 lSt December 198 1, ushering in the govemment of the 

Provisionai National Defence Council (PNDC). 

THE PMIC AND THE STRUCTURAL ADJUSTMlENT PROGRAMME (SAP) 

When the PNDC took over the reins of power, the Ghanaian economy and especially 

the industrial sector was on the brink of collapse afler over a decade of decline. Although the 

agxicultural sector remained very dominant, the inability of production to keep up with 

population growth due to the absence of programmes to encourage production, meant that 

the sector had become stagnant." Cocoa production and output which accounted for about 

70% of the country's export revenue was down fiom 413 000 tonnes in 1930 to 224 000 

." K.  Ofori-Yeboah, Stase and Industrial Dweiopment in Ghana. p. 1 10. 

a S .  Buame, Entrepreneurship: A Contextual Perspective. p. 118. 

47 UNDP (1997), Ghana Human Development Report, Accra: UNDP, p. 10. 
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tonnes in 198 1 (See Table 4.1). Furthemore, industrial production in Ghana grew at only 

1.4 percent a year fiom 1973 to l983> while the contribution of the manufachiring sub- 

sector to GDP fell fiom 11 -3% in 1971 to 6.9% in 1983.'' (See Table 4.2). n i e  capacity 

utilization in medium and large-scale plants was down to a mere 18%," while domestic 

savings had fallen Eom 12% to 3% and investment rate Eom 14% to 2% of GDP between 

1970 and 2982." ~inally, by 1982, SOEs which depended heavily on governrnent subventions, 

accounted for about 10% of government expenditures, were aIso unable to pay social security 

contributions on behalfof their employees, meet their tax obligations or seMce govemment 

guaranteed loans on which virtuaily no interest or principal was being paid.') 

Table 4.1 : Trends in Ghana's Cocoa Industry 

Source: Loxley (199 l), Ghana: The Long Road to Recovery, 1983-90, Ottawa: North-South 
Institute. 

Production 

('000 tons) 

1. Loxley (1991). Ghana: The Long Road to Recovery, 1983-90, Ottawa: North-South Institute, p. 5. 

" W. Steel & G. Meier (l989), "Overview," W. Steel & G. Meier (eds), Indusmal adjrrsrment in Sub-Saharan 
rifnca, Washington, DC: Worid Bank, p. 8 

1970 

423 

1. Kapur et al. (1991), Ghana: A&mnenr and Growth. 1983-91, Occasiond Paper 86, Washington, DC: 
International Monetary Fund (IMF"), p. 12 

" S- La11 et al., Technology and EnterpTise Development, Op. Cit., p. 29. 

1975 

'' K. Boafo-Arthur (1999), "Ghana: Structural Adjment, Democratization and the Politics of Continuity," 
.4fn,,n Studies Review, 42,2, p.48. 

" E. Gyunah-Boadi (199 1). "State Enterprises Divestiture: Recent Cihanaian Experiences," D. Rothchild (ed), 
Ghana: The Political Economy of Recovery, Boulder & London, L ynne Rienner Publishers, p. 197. 

1980 1981 

396 224 258 

1982 1983 

179 159 



Table 4.2: Developments in Industrial Output, 1971 -90 (In percent) 

indusrrial Production l- 
Mming and Quanying 

Manufacnirïng 

EIectncity, Gas. Water 

1 Construction 

Source: Kapur et af 

As a govemment which came to power with revolutionary programmes, and a socialist 

and populist ideology, the PNDC engaged in "people's power" to rnobifize individuais to deal 

with the economic problems confionthg the country. People's Defence Committees (PDCs) 

and Worker's Defence Committees (WDCs) were established tiroughout the country in 

January 1982 to be "watch-dogs" of the government's revorution by irnposing a new system 

Cumulative Annual 
change average 

g r o h  
1971 - 1983 

ofjustice which involved the constant monitoring ofpublic officiais, rooting out corruption, 

, (199 1), Ghana: Adjustment and Growth, 1983-9 1, p. 12. 

-475 

-60.9 

-48.5 

1412 

-50.4 

and also spearheading the economic development pro ces^.^^ There was, for instance, the 

Cumulative Annual 
change average 

g r o h  
1971 - 1983 

-5.2 

-75 

-5.4 

7.6 

-5.7 

confiscation of assets through the Citizens Vetting Cornmittee of individuals and business 

78 

73.8 

89.1 

112 

40.6 

Shares in real GDP 

1971 1983 1990 

owners who were believed to have gotten their wealth duough corrupt means. Furthemore, 

the government attempted an independent selfieliant stabilization programme which uivolved 

8.6 

8 -2 

9.5 

11.3 

5 

18.6 

24  

11.3 

0.3 

4.6 

a slow down in money supply, confiscation of 50 cedi (C) notes and their conversion into 

forced loans to the state redeemable after five to ten years, and a fieeze on al1 bank balances 

over C50,OOO. State monopoly was also instituted in the export and irnport trade while 

11.6 

1.1 

6.9 

0.9 

2.7 

" E. H u t c m  (I989), "From Revolution to Monetarism: The Economics and PoIitics of Adjustment Program 
in Ghana," J. Loxley & B. CampbeU (eds), Smctural At$usmtent in Afica, London: Macmillan, pp. 92-93. 

14.3 

1.3 

9.1 

1.3 

2.6 



intemal distribution of essentiai commodities were undertaken by the "People's Shop" under 

the control of the PDCS? 

Despite these initiatives to ded  with the economic crisis, a number of unforseen and 

unanticipated problems M e r  worsened the situation. The severe droughts and bush-fies 

that Ghana expenenced between 1982 and 1983, which adversely af3ected agriculture and 

food production, the production of hydro-electric power, and consequently industrial 

production; the repatriation of over 1.5 million Ghanaians from Nigeria in 198283; the 

deterioration in the country's t ems  of trade; the shortage of foreign exchange and a 

concomitant brain drain d e h e  the dire straits in which Ghana found itself. While basic 

uiftastnicture like roads and health seMces detenorated, deprivation becarne a fact of li fe for 

many Ghanaiand6 

The econornic cnsis experienced by Ghana and other developing countries in the 

1970s and 1980s raised serious questions about their ability to establish a cornpetitive 

economic and industrial structure that could transforrn their ec~nomies.~' It is in this vein that 

besides relying on ''people power" to deai with the great turbulence and precipitous economic 

decline as well as develop its industries, the PNDC government also tumed to its socialist 

allies and other Eendly countries like Libya for financial support. When the government failed 

to obtain financial aid and other forrns of assistance from its "socialist fiiends," except 

55 ibid, pp. 100- 10 1. 

J. Loxley (19881, Ghana: Economic Crisis and the Long Road to Recovery, Ottawa: Nonh-South Lnstitute; 
K. Boafo-Arthur (1999), "Structural Adjustment, Democratization and the PoIitics of Continuity," Afican 
Studies Review, 42,2, p. 48. 

S. Wangwe (1995), "Inîroduction," S. Wangwe (ed), Ekporting A m :  Technoiogy, Trade and 
Indusnulizution in Sub-Saharan Afica, London: Routledge, p. 3. 



emergency &el supplies from Libya, the PNDC felt that there was no alternative to an [MF 

ban facility. There was thus an ideological shiA in favour of market-based as opposed to the 

socialist and revolutionary programmes, as well as govemment-initiated solutions to the 

economic problems thecountry had to grapple with. So despite the initial "socialist rhetoric," 

"revolutionary objectives," anti-Western stance and the dismissal of neo-liberal economic 

principles by the PNDC, the government, faced with the harsh economic realities and under 

pressures fiom the IMF and World Bank, implemented a Structural Adjustrnent Programme 

(SAP) in l983? 'The assumption underlying the SAP was that economic and enterprise-level 

inefficiencies were reflections of distortion or inappropriate macro-economic po Iicies. Thus, 

if appropnate adjusûnents were put in place, the economy would receive the right signals 

through the market and restructure accordingly? 

In this regard, the main elements ofGhana7s SAP were currency devaluation, lirnited 

state involvement in the economy and the retrenchrnent ofgovemment workers? In addition, 

quotas, import licenses and hi& tariff rates that were instituted by governments on certain 

imported goods to conserve foreign exchange were al1 abolished under the trade liberalization 

policy." To get the manufacturing and export sector of the Ghanaian economy to make its 

E. Hutchfiil(1989). "From Revolution to Monetarisrn: The Econornics and Politics of Adjment  Program 
in Ghana," J, Loxley & B. Campbell (eds), Sîmctural A&stment in Afnca, London: Macmillan, p. 102; K. 
Boafo-Arthur (1999), "Ghana: Structural Adjutment, Democratization and the PoIitics of Continuity," 
Afican Studies Review, 42,2, p. 48. 

S. Wangwe, "Introduction," Loc. Cit., p. 9. 

"O J. LoxIey (1988), Ghana: Economic Crisis and the Long Road tu Recovery, Ottawa: North-South Institute. 

'' K. Appiah-Adu (1999), "Marketing in a Liberalized Developing Economy: Emerging Trends and 
Implications for Strategy," The Journal of Management Studies, Vol. 14, p. 19. 



optimum contribution, a comprehensive programme of export promotion with incentives and 

diversification was also pursued. Thus, a market-determined exchange rate was instituted in 

September of 1986, and exporters were also permitted to retainpart oftheirextemal proceeds 

in extemal accounts to d e h y  foreign exchange cos6 associated with their businesses." in 

addition, concessions of paying incorne tax at the rate of 45% as compared to previous Ievels 

of 55%- the exemption fi-om payment of customs duties on pIant machinery, equipment and 

accessories for purposes of commercial miniog operations were offered to mining operators, 

while no sales tax was also charged on manufactured goods designed for export markets by 

non-traditional ex port^!^ 

Table 4.3: Ghana-Selected Economic Indicators, 1983- 1988 

Sources: Martin, M. (1991, pp.245-253); EIU Country Report, Ghana, No. 1,1990, cited in 
Boafo-Arthur (1 999, p.52). 

RealGDP(%Change) 

SaWigdGDP (%)" 

Investment/GDP (%) 

Inflation (%) 

Total ~ e b t ~ '  

Debt Service Ratio (%) 

'' K. Anyemedu ( 1991), "Export Diversification under the ERP," D. Rothchiid (ed), Ghana: The Political 
Economy of Recovery, London: Lynne Riemer Publishers, pp.2 1 1-2 13. 

O3 These products included unprocessed agr icul turai  products such as kesh tuna, pineapples, yams, coIa nuts, 
bananas, as well as processed and serni-processed products tike sawn wood, aluminium products, n a m l  
mbber sheets (BA-Nuakoh et al., 1996, p. 2). 

1983 

-4.6 

2.4 

7.8 

~Dornestically generated savings (Le., excIuding aid grants) (Martin, t 99 1, p.245). 

b5 Figures in US$ million 

1984 

8.6 

5.3 

6.9 

1985 

5.1 

6 

9.6 

122 

1908 

30.5 

10.4 

2555 

32.2 

40.2 

2255 

23.3 

1986 

5.2 

4 

9.7 

24.6 

2910 

28.9 

1987 

4.8 

5 

10.8 

1988 

6.2 

5 

12.3 

39.8 

3408 

49.9 

31.4 

3392 

62.8 



Table 4.3, which provides a summary and overview of the performance of the 

Ghanaian economy d e r  the implementation ofthe SAP, shows that the real GDP growth rate 

averaged 6% fÏom 1984- 1988, while there was a steady increase and expansion in the levels 

of investment fiom 7.8% in 1983 to 12.3% in 1988. Although subject to yearly fluctuations, 

inflationary levels which had reached 122% in 1983 had by 1988 witnessed a drainatic fdl to 

3 1.4%. According to Kapur et al., industrial sector activity was also boosted by the increased 

availability of foreign exchange, and imported inputs and raw matenals, equipment and 

machinery. As Table 4.2 shows, after fdling fiom almost 19% in 197 1 to less than 12% in 

1983, the share of industrial sector output in total GDP rose to over 14% by 1990 and the 

manufacturing sub-sector grew to 9% over the same p e r i ~ d . ~ ~  

While the economic and industrial growth during the implementation of the SAP in 

Ghana seems impressive, they were not without problems. In the first place, although some 

optimism was expressed to the effect that the export promotion measures pursued under the 

SAP would invariably reduce Ghana's reliance on gold and cocoa as the major foreign 

exchange earners, this did not happen. The diversification away fiom primary products and 

activities does not seem to have occurred in the area of commodity exports. Cocoa, timber 

and minerals still dominate merchandise ex port^.^' Although non-traditional exports 

responded favourably in dollars, increasing fiom $23.8 million in 1986 to $71 -7 million in 

1993, there was no substantial change in the structure of Ghanaian exports. Exports were still 

66 1. Kapur et al. (1991), Ghana: A&.strnent and Growth, 1983-91, Occasional Paper 86, Washingtoa, DC: 
international Monetary Fund, pp. 10-12. 

'' üNDP, Ghana Human Development Report. p. 12. 



basically dominated by minerais, cocoa and timber, which altogether accounted for over 82% 

of exports. Thus, there was little diversification into manufactured products for exports.' 

Furthemore, with the steady inflow of extemal donor assistance into the Ghanaian economy 

to support SAP, the country's dependence on external aid worsened the debt burden. Ghana's 

extemal debt which stood at $1.9 billion as of the thne of htroducing S A P  in 1983 reached 

$3.39 billion in 1988, resulting in an increase in debt service ratio fiom 30.5% in 1983 to 

In addition, the industrial sector, consisting of manufacturing, mining and quarrying, 

electricity and water, and construction, which took off strongly in the first five years after the 

irnplernentation of SAP with an average annuai growth rate of 1 1.2%, faded out after five 

years of irnplementation; for between 1989 and 1999, the average mua1 growth rate declined 

to 4.4%. This is because the manufacturing sub-sector, which contributes about 60% of the 

total value of industrial production, witnessed an average annual growth in output of 3.2% 

between 1990 and 1999, as compared to the 14.5% average annual growth that it experienced 

between 1984- 1987. For example, in the last five years, real growth rate of the manufacturing 

sector was 1.8% in 1995, 3% in 1996, 5.4% in 1997, 4% in 1998, and 4.8% in 1999. 

Similarly, the manufacturing sub-sector's share in real GDP which stood at 9.17% in 1990 

had by 1999 dropped to 8.3%.70 

The initial success of the manufac tu~g  sector was due to the improved utilization of 

K. Baah-Nuakoh et al., Exporting Manufacruersfiom Ghana. p. 2.  

* K. Boafo-Arthur (1999), "Ghana: Stnichiral Adjustment, Dernocratization and the Politics of Continuity," 
AfirCan Afairs Revïew, 42,2, pp. 48-52. 
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installed capacity that redted fiom the easing of foreign exchange restrictions pursued as 

part of the SAP. Reduction in foreign exchange restrictions made available foreign exchange 

for the importation of raw materiais, spare parts, equipment and machinery necessary for 

effective and utilization of existing plants and machinery. However, the recent decline of the 

manufacturing sector was also due to problems relating to high interest rates and hence high 

rate ofcredit, as weil as the depreciation of the cedi which cornpetled many irnport dependent 

indush5es to battle the high cost of prod~ction.'~ To make matters worse, manufacturing 

activities were severely underniined and devastated by import competition. With the export 

boom generated by the SAP, local mdacturers ,  especially those in the srnall-scale sector, 

1ost the advantage that they enjoyed on the local market? Since most foreign cornpanies had 

a comparative advantage in terms of their cost of production, local industries were dnven out 

of business because they could not cope with the level of competition. An example of this 

trend was found in the case of the soap industry. In the face of economic cnsis and the 

accompmying shortages of foreign exchange to import goods, the local soap industry grew 

to meet the needs of the average Ghanaian. With liberdization, the local soap industry was 

adversely affected because they codd not compete with the pnces of either the imported soap 

or the products of the multinational corporation whose production and packaging costs were 

signi ficantly lower. 

Accordhg to Smillie, dozens of local soap manufacturers who were "producing an 

acceptable, low cost, and defi tely affordable product ... discovered that when the giant Lever 

" ibid., pp. 106- 108. 

" Ninsin, "Planning for the Growth of Small-scale industries in the informal Sector," Loc. Cir., p. 278 
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Brothers plant obtained enough foreign exchange to resume production, people were willing 

to pay twice the price for a soap whose only evident superiority was its round shape, its 

perfumed scent and attractive packaging ..... Demand for the fiordable product declined, 

making its production unaffordable to many producers."" However, "had there been time and 

assistance for Ghana's smail-scale soap-maken, they might have been able to add inexpensive 

perfume and an attractive wrapping to their product before Lever Brothers &ove them out 

of busine~s.~";' 

While the share of manufacturing has consistently declined since 1 990, the share of 

other sub-sectors in real industriai output have also margindly experienced a rising trend. The 

share of mining and quarrying, as  well as construction rose slightly from 9.1 % and 18.5% to 

1 I % and 2 1 -9% respectively kom 1990 to 1999. The share of electricity and water sub-sector 

in real industry output also rose Çom 9.2% to 11.5% between 1990 and 1997, before 

dropping to 10.3% in 1999. Similarly, the share in real GDP ofthe other industrial sub-sectors 

in 1999 were as follows: construction (3.2%), rnining and quarrying ( l.6%), and electricity 

and water (1.5%), in that order." Thus, the initial benefit of SAP was fast eroded by the 

unfavourable rnacro-economic environment, which to a significant extent crippled the 

industrial sector, especially the domestic manufacturing sector? 

Furthemore, since the greatest source of employment in a c a  has generally been the 

Smillie, No Condition Permanent, Op. Cit., p- 55. 

'' 1. SrniIiie (1991). Mastering the Machine, Povem Aidand Technology, London: Broadview P ~ s s ,  p. 225. 

75 ISSER, The State of the Ghanaian Economy in 1999, pp. 11 1-1 12. 
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public s e c t ~ r , ~  putting a fieeze on employment in the public sector and laying-off public 

servants affected the lives of a great number of Ghanaians. The govenunent's promise of 

providing training programmes for the retrenched labour force was not hlfilIed. The lack of 

employment opportunities for the workers who were laid off reflected the fact that the 

government's hope ofthe private sector absorbing this labour force did not materiaiize. With 

the reduction of the public sector under the SAP, and in the midst of the state's inability to 

respond to their needs and the attendant economic privation, an increasing number of 

Ghanaians huried to the ùifomal sector for employment.78 The informal and srnaIl-scale sector 

of Ghana thus becarne the fastest growing sector in terms of employment creation at 6.5% 

per annum, compared to 1% in the formal sector? 

Since 1993, the National Democratic Congress O C )  govemment, which came to 

power afterdemocratic elections were held in November and December of 1992, has pursued 

economic policies similar to that of its predecessor, the PNDC. Through the Ghana 

Investment Promotion Centre (GIPC) which was established by an Act in 1994 (Act Ut?), the 

govemment h a  pursued a vigorous fiee market economic, industrial, trade and investrnent 

policy, as well as promoted non-traditional e~ports.'~ Furthemore, as part of its 

responsibilities, the GIPC is charged with assisting investos in getting approval fiom the 

B. EL RiddelI (1992), "Things FaU Apart Again: Structurai Adjusment Programmes in Sub-Saharan 
Africa," The Journal of Modern Afican Studies, 30, 1, p. 58. 

" Tettey, Cornputerizarion and State Capacity Building, Op. Cit, p. 5 1 ;  UNDP, Ghana Human Developmenr 
Report. Op. Cit, p. 46. 

79 UNDP, Ghana Human Development Report, p. 46. 

Ghana Investment Promotion Centre (GIPCa) (no date), Investors 's Guide to Ghana, Accra: Buck Press 
Limited. 



appropriate institutions and agencies to facilitate their operationç, while helping investors with 

the information regardhg the legal, regdatory and procedural guidelines for setting up a 

business in   ha na? Also, under the new Ghana Investment Act of 1994 (Act 478), a number 

of incentives have been introduced for foreign investors. First, not only will it be easier for 

foreign investoa to repaûiate their dividends or net profits, but also no foreign enterprise 

shall be nationalized or expropriated by the Govemment. In a situation where a foreign 

enterprise is acquired by the govemment of Ghana in the interest of the country, payment of 

fair and adequate compensation must be made to the owners. Tax holidays, exemption from 

the payment of withholding taxes on dividends arising out of free zone invesûnent, a hundred 

percent (100%) duty exemption for production equipment, senerous capital allowances, and 

the ability for foreign investors to own a hundred percent (100%) of  any business in Ghana, 

following the repeal of the indigenisation laws introduced decades ago, are al1 part of the 

incentives and benefits of Ghana's industrial and investment p01icy.~~ 

The legislation on export processing zones, the liberaiized investment climate and the 

concomitant wide range of incentives to investon seem to be yielding economic dividends. 

Since 1994, about nine hundred and seventy two (972) new investrnent projects in the 

manufacturing, service, tourism, building and construction, and the general trading sectors 

of the Ghanaian economy have been registered.*-' Furthemore, total industry employment 

that increased fiom 91,700 in 1983 to 13 1,600 in 1987 when average growth rate of the 

Appiah-Adu, "Marketing in a Lïberalized Developing Economy," Loc. Ci?., pp. 18- 19. 

Republic of Ghana (1995), The Free Zone Act, Accra: Buck Press Limiteci, p. 12; K. Kwawu (I999), 
"Ghana-Thirty-Nine Years of Republican Existence," High Street Journal, p, 26. 

'' ISSER, The State of the Ghanaian Economy in 1999, pp. 128-129. 



sector over the same period was 12.2%, but fell to 47,200 in 199 1 when the growth rate in 

that year was 3.2%, is being reversed. According to ISSER, the supposed nse in employment 

in the industrial sector over the last five years has corne fiom the irnproved performance of 

some divested SOEs, fiee zones projects, as well as the investment programmes of the 

GIPC." For instance, it is estimated that new employment opporhmities (53,919 for 

Ghanaians and for 3,339 non-Ghanaians), would be generated in the country because of 

GIPCys new inveshnent projects in manufacturiug, building and construction, and other 

secton of the economy? Also, d e r  two years of implementation, fifty-nùie cornpanies in 

fumiture/wood products, metal fabrication, gaxments and protective clothhg, beauty 

products, fibreglass manufacturing, warehousing, food processing, pharmaceuticals, 

packaging and telecommunication had been registered in Ghana's fkee zone programme. 

Ghana's export processing legislation is unique in the sense that any factory situated in any 

part of the country cm benefit fiom the provision of the expoa zone legislation as long as at 

least seventy percent (70%) of its target market is the ~ o r l d . ' ~  

The policy measures and their consequences are part of the govement 's  long-term 

development plan called Vision 2020, which aims at making Ghana a middle incorne country 

by the year 2020.~' It should be noted that apart from pursuing a free market economic, 

h n g  the divested SOEs that improved their performance are the Goiden Tulip and Tema Steel Company 
that increased their employment fiom pre-divestiture levels of 116 to 347, and 130 to 584 respectively. 
Similady, the Coca Cola Bottling Company of Ghana which had a pre-divestiture employment Ievel of 372 
now has a workforce of 636. (ibid, p. 1 13). 
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investment and industrial policies that is supposed to optunize the rate of economic 

development for the country, the NDC govemment also aims at diversimg the productive 

base of the economy. This can be achieved by promoting micro- and smdl scaie enterpnses 

which can not only satisfy the increasingly-sophisticated local and foreign demand for food 

and manufactured goods, but also contnbute to employment generation and the processing 

of local raw materials forsupply to large indusnial con~erns.~~ It is under these circumstances 

that both public and pnvate agencies have been active in prornoting small-scde industries to 

help them to contribute towards the rapid industrial and socio-economic development of 

Ghana. 

REVIEW OF LITERATURE ON SMALL-SCALE ENTERPRISES 

Recently, significant research on industrialization focuses on the role of mal1 and 

medium-scde industries in the econorny of many countries. While there is agreement on the 

fact that countries in the developing world have shifted focus f?om large-scale enterprises to 

small-scale ones, the literature is filled with conflichg research findings on the contribution 

that they can make to these economies. As Acs and Audretsch note, there is the view that 

small firms and enterpnses do not perform an important role in the economy and that they wi11 

play an increasingly d id shed ro l e  in the future?g This is in contrast to the position that small 

and medium-scale enterpnses are more critical to the economic and industrial advancement 

88 Republic of Ghana (1997), Ghana-Vkion 2020. Accra: National Development Planning Commission, pp. 
6-7. 

' 9  Z. ACS Sr D. Audretsch (eds) (19931, Small Fiimr and Entrepreneurship: An East West Perspective, 
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of countnes than previously acknowledged? 

One of the major reasons for the renewed interest in the activities of small-scale 

industries in both the developing and developed worlds has to do with the prospects they have 

for creation of employment? in Sub-Saharan Afiica (SSA), it is estimated that between 60 

and 65 percent of the labour force in the urban areas h d  employment in the uif~rrnal~~ and 

srnall-scale sectors of the economy." Since available evidence fiom SSA show that srnall- 

scale industries actually dominate the industria! sector and aiso employ the bulk of industrial 

workers at lower cost per job than larger h s ,  there is no reason why they should not be 

encouraged to expand their operations." According to Steel and Webster, small-scale 

enterprises (SSE) tend to be relatively labour intensive and also utilize low levels of 

technology, which as a strategy is conducive to expansion of the SSE, and also consistent 

with employrnent and income distribution objectives, while at the same time allowing for 

See Anderson (1982), "Sm11 lndustry in Developing Countries: A Discussion of issues," World 
Development, 10, 11, pp. 913-948; W. Steel & L. Webster (1991), Small Enterprises Under Adjuctment in 
Ghana, World Bank Technicd Paper, No. 138, industry and Finance Series, Washington, DC: World Bank. 

9' M. Harper (1984), Small Business in the Third World, New York: John Wiley & Sons Limited; J. Page 
( 1979), Small Enterprises in Afiican Developrnent: A Survey, World Bank Staff Working Paper, No. 363, 
Washington, DC: World Bank; Steel & Webster, Small Enterprises Under A&tment in Ghana. Op. Cit.; 
Acs & Audretsch, Small Firms and Entrepreneurship, Op. Cit; R. Parker et al. (1 995). Small Enterprkes 
Adjusting to Liberalization in Five Afncan Counmfnes, World Bank Discussion Paper. Technical Department 
Series, No. 271, Washington, DC: World Bank. 
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reliance on indigenous resources, and labour-intensive and adapted technology" (Bromley, 1978, p. 1033). 
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District Development: A Caxe of Dangme West Dismct, Ghana, Dortmund: S p ~ g  Publications. 
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"Magnitude and importance of Small-Scale Industry," W. Steel & G. Meier (eds), Industrial Adjustment in 
Sub-Saharan Afica, Washington, DC: World Bank, pp. 186- 190. 



sustained productivity increases through improvements in technology? 

Advocates like Lall thus arguethat the srnall-scde and informal sectors should remain 

areas of strength and should be encouraged to grow, upgrade productivity, and enter export 

markets. He suggests that policy biases against small-scale industries should be removed to 

enable them to grow larger. By so doing, these enterprises will not only a m c t  individuals 

with the requisite skills but also establish linkages with large-scale industries." However, 

Ninsin disputes this prevailing wisdom by saying that the informal and mail-scaie sector is 

incapable of generating significant emp loyrnent and reasonable levels of income towards the 

amelioration of unemployment and poverty in developing countnes like Ghana He argues that 

this sector is a malignant symptom of a weak capitalist econorny dominated and exploited by 

international capital through the weak national capitaiist economy. Therefore, it does not have 

the chance of emerging as an independent and dynamic econornic sector capable of creating 

employment. For him, the infornial sector is rather full of precarious econornic activities 

which have become the haven for people seeking desperately to eke out a living because they 

are unable to secure wage and salaried ernployment in the formal capitalist sector?' 

Furthemore, an ongoing debate on the activities ofsmall-scale enterprises has centred 

on the efficiency with which they utilize resources. It has been suggested that small scale 

h s  generate higher economic rates of retum to capital than their large-scale industrial 

9s Steel & Webster, Small Enterpnkes Wnder A@stment, Op. Cir.. 

% S. Lall (t989), "Achieving A More Ideal Structure," W. Steel & G. Meier (eds), Indusmai Adjkstment in 
Sub-Saharan Afica, Washington, DC: World Bank, p. 94. 

* K. A. Niusin (1991), The Infimal sector in Ghana S Political Economy, Accra: 'Ireedorn Riblications, 



co~nter~arts?~ While conceding that this view may not be definitive, advocates believe 

nevertheless, that smd-scde industries are econornically more efficient than large-scaie ones, 

since they are more innovative,* flexible, and adapt easily to new technologies, production 

and management techniques. 'O0 

Despite their positive c haracterization by some writers, others are neither enthusiastic 

nor optirnistic about the role of small-scale enterprises. especiaily with regard to their 

economic efficiency. In arguing against the view that small-scale enterprises utilize resources 

more efficiently, Berry cites evidence from her study ofsmall-scale enterprises in two Yoruba 

toms in Nigeria to conter this claim. For her, the unit cost of production of small firms and 

enterprises are no: lower than larger enterprise, and "small-scale entrepreneurs often fmd it 

dificult to delegate hancial and managerid responsibility or to devise effective methods of 

ac~ounting."'~' Furthemore, as srnaIl tirms grow too large for the owner to supervise al1 its 

operations, workers' efficiency declines and financial a i r s  may becorne increasingly 

disorganized. Thus, small-scale entrepreneurs in Sub-Saharan Afiica choose to diversifi their 

activities into a variety of small-scde activities ratber ihan specialize and expand 

operations of a single firm.'" Hart attributes this to the "economics of uncertainty," 

Anderson, "Smaii Indusûy in Developing Coutries," Loc Cir.; Liedholm & Mead, "Magnitude 
importance of Small-Scale industry," Loc. Cit. 
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illiteracy of many entrepreneurs and their consequent inabili ty to manage cornplicated 

organizations, and the desire among business operators to escape the payment of income tax 

as  long as their activities remah un-mutinized and outside the control of the revenue 

inspection methods.'" 

In a study shed at h d i n g  out the factors responsible for preventing businesses in 

Ghana fiom expanding, Garlick argued that the concern for self-preservation in case of 

business misfortune, and the use ofbusinesses as insurance against sickness and old age were 

some of the factors that militate against the expansion of businesses in Ghana and for 

diversification into other areas. More importantiy, he stressed that it reflected typical 

management problems in Ghanaiw The demands of the family, concems with hd ing  honest 

and able partners and subordinates, as well as the difficulties associated with delegating 

responsibilities as enterprises expanded made diversification more sensible and w~rthwhile.~~' 

Thus, "entrepreneurial eclectism" was considered the appropriate and normal thing to do in 

Ghana. 'O6 Kennedy however, points out that entrepreneurs have devised certain strategies to 

avoid or mlliimize some ofthe nsk associated with delegation. Arnong them are the provision 

of education for a family member in "business management, accounting or a relevant aspect 

of production technology with a view of offering them a position of responsibility at a later 

'O3 K. Hart ( 1970), "Srnall-ScaIe entrepreneurs in Ghana and Development Planning," Journal of Development 
Studies, 6,4, pp. 108-109. 

'OJ Garf ck, Afncon Traders and Economic Development in Ghana, Op. Cil., p. 55 

'O5 ibid., pp. 55 &139. 

'06 K. Hart, "Smaii-scale entrepreneurs in Ghana and Developrnent Planning" Luc. Cit., p. 108. 





organizational skills severely Limit the size and complexity of Eirn~s."~ 

Sowa et al.'s survey of small industries in Ghana also revealed that although a large 

proportion of srnall-scale entrepreneurs in Ghana were well educated, most of them were 

found to be deficient in the technical and vocational training which is critical for most of the 

enterprises. "' However, without technological and managerial support, small enterprises will 

remain uncornpetitive. In their study of industrial and technological development in Ghana, 

Lall et al. concluded that small enterprises generally lacked univenity-trained technical and 

professional personnel-particularly engineers and scientists. The shortage of technically 

trained manpower in Ghana meant that midl  industrial enterprises were unable to utilize the 

higher skills that could irnprove theu operations.' " 

Despite the strong links between industrial and technological capacity and the Ievel 

of education and work experience of the entrepreneur, there were only minimal training 

programmes for entrepreneurship development In addition, apprenticeship programmes 

which existed were only prevalent in certain activities with ûaditional technologies such as 

wood and metal working, and they held that this could not serve as a solution for Ghana's 

training needs. However, building up a variety of educational, training, and technology 

institutions to carry out the tasks that the govemment has to perform, the industrial and 

technological development capabilities of the country can be improved upon.'13 This view is 

"O J. Page, Small Enterprises in Afican Dmelopment, Op. Cit. pp. 29-30. 

"' N. K. Sowa et al. (1992), Smoll Enteprires and A~~cshnent: The Impact of Ghana's ERP, London: 
Overseas DeveIopment Institute, p. 45. 

"' S. Laii et al., Technology and Enterprise Development. Op. Cit., See Chapter Ten. 



consistent with Ninsin's position that only management training courses by institutions that 

are well oriented and equipped couid offer solutions to the acute problem of industrial 

developrnent in Ghana Such trainhg programmes and the exposure to the science of 

management, would not only eliminate the ad hoc and haphazard style of management of 

most srnall-scale entrepreneurs, but also dispel the illusion and unfounded ideas that they 

could succeed or make it in their condition of ignorance.'" 

Another problem relating to the management and administration of small-scale 

enterprises centres on the widespread presence of patron-client relationships. In her study of 

the activities of entrepreneurs in two Yoruba toms in Nigeria, Berry reported that private 

capital and small-scale entrepreneurs direct their surpluses and profits into unproductive social 

investment like the maintenance ofpatron-client relationships. By investing their capital into 

the maintenance of patron-client relationships, small-scale entrepreneurs and industrialists 

undermine their ability and capacity to be technologicalIy innovative and efficient. Also, she 

maintains that the expectations that came with such ties became a financial drain on the 

entrepreneurs, thereby affecting their ability to grow or expand. ' '' 
Forrest however, argues that his study of entrepreneurs and businesses in Nigeria did 

not find any support for the assertion that business owners were hampered by the demands 

for support or assistance kom extended family rnembers or their clients. Although he 

concedes that there are underlying pressures on business owners in the sense that they use 

"' K. Ninsin (1992), "Planning for the Growth of S d - S c a l e  industries in the Informal Sector," E. Aryeetey 
(ed), PIanning Afican Growrh and Developmenr. Accra: ISSER/LMDP, p. 278. 

' '' S .  Berry, Fathers Workfor Their Sons, Op. Cit. 



their resources and wealth to support conspicuous expenditures like marriages, title taking 

for themselves and aid for theirclose kin, Forrest holds that "private philanthropy by wealthy 

individuals beyond contributions to extended kin is directed at education, health, 

Uifiastructure, social clubs and churches. Though it is clearly related to a search for individual 

recognition and social approval, it is not necessarily part of a Big-man syndrome where a 

Stream ofpatronage is directed at building up networks of influence and advenely affects the 

growth and longevity of enter prise^.""^ He therefore challenges some of the widely held 

negative stereotypes about f i c a n  enterprises, entrepreneurs, and their mode of operation. 

Nonetheless, it has been s h o w  how the costs (money and time) associated with rites 

of passage like funerals serve as a senous drain upon businesses and organizational life in 

Ghana. CJarlick for instance, points out that since funerals are big social occasions a well- 

known businessman might sometimes receive in a single week more invitations than he could 

accept. Apart fiom the principal costs, that is, the purchase of a coffin, drinks, and the 

financial contributions normally made to the family of the deceased by businesmen, fimeral 

ceremonies take place over an extended period of time (3-4 days) which result in the loss of 

several hours of selling time.' " AS Woode notes, in Ghana "death brings everything to a dead- 

end, in the sense that when death occurs everything else rnust wait until the dead is buried."''8 

One area where there is consnisus among researchers on the activities of small-scaie 

'16 T. Forrest (1994), The Advance ofAfncan Capital.. The Growth of Nigerian Private Enrerprbe, Edinburgh: 
Edinburgh University Press, p. 240. 

'" P.  Garlick, Afiican Traders and Economic Development in Ghana. Op. Cit. pp. 104-105. 

Il8 S. Woode ( l g g i ) ,  Values. Standards and Prachces in Ghanaian Organizarional Life, Accra: Asempa 
Publishers, p.39. 



industries is in the lack of access to adequate finance, both short-tem credit and long-term 

capital. Page's review of the structure and performance of srnail-scale enterprises in Africa 

revealed that small fïrms conf?ont capital costs which exceed those available to larger 

enterprises, and that they have extremely limited access to commercial credit because bank 

lending to mal1 h s  is characterized by hi& administrative costs and the perceived risk of 

default.' I9 Accordhg to Chamlee- Wright, while the sight O Western-type banking institutions 

in the larger cities of Ghana might give one cause for optimism, the majority of female 

entrepreneurs in the informal sectornever enter the doors of such institutions. Apart fiom the 

unwillingness of small entrepreneurs to accept the practices of formai banking institutions, the 

banks are also reluctant to serve the needs of small-scale entrepreneurs. The inability of 

female entrepreneurs to mise or provide the initial deposit required to establish savings 

accounts within the formal sector, coupled with the substantial collateral that is demanded by 

the banks as security before loans are granted, serve as a deterrent to bank credit for small 

entrepreneurs. hdigenous financial arrangements which take the form of mutual assistance 

networks provide the alternative to the formal banking system for female entreprene~rs.''~ 

Despite the optimistic views expressed on the role of small-scale industries in 

promoting industrial development in Ghana, past policies channelled financial and foreign 

exchange resources to large investments. The results are that small-scaie enterprises have 

difficulty obtaining the necessary credits, and are forced to operate outside fomal financial 

markets and institutions. Instead, they obtained funds primarily kom family savings, gifts, 

I l 9  J .  Page, Srnail Enterprises in Afncan Development. Op. Cit., pp. ü & 20. 

E.  Charniee-Wright, Culturu1 Foundations of Economic Development, Op. Cit. pp. 133-135. 
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loans h m  relatives, traditional money lenders, and through indigenous financial arrangements 

which take the form of mutual assistance networks.'*' 

The problem of inadequate working capital bedevilled the operations of small-scale 

fimis. Page notes that problems relating to the availability and adequacy of working capital 

results in smalI h s  being unable to maintain adequate stocks of f i shed  goods and raw 

rnatenals, and also produce standardized products for invent~ry. '~ Although public 

institutions were created to provide financial assistance to these enterprises, Steel reported 

that not ody was preference given to commercial and trading firms as opposed to srnall 

manufacturing enterprises, but that interest rates on loans given to mal1 industries were 

generally the same as those charged to large scaie enterprises. Small-scale enterprises 

therefore stood at a disadvantage when competing with larger h s  in their attempts at 

securing loans from financial  institution^.'^ Afiican govemments have generaily had a 

preference for large-scale and capital intensive enterprises, and a bias against the informal and 

mall-scale enterprise sector such that Little or no financial and instrumental support was 

provided to tl~ern.'~~ 

Finally, there is the problem of small-scale enterprises having adequate access to 

'IL See Gariïck, African Traders and Economic Developrnent in Ghana, Op. Cit; Steel & Meier, "Overview', 
Loc. Cit.; S. Boapeah & M. Poppe, Strengthening Spatial Circuits of Rural Small-scale Industries for Dkmct 
Dweloprnent, Op. Cit.; Chadee-Wright, Cultural Foundationr of Economic Developmenr, Op. Cir. 

'" Page, Small Enterprises in Afncan Development, Op. Cit., p. 22 

'" W. Steel (l977), Small-Scale Employment and Production in Developing Countries: Evidencefiom Ghana, 
New York: Praeger. 

'" K. A. Ninsin, "Planning for the Growth o f  SrnaII-Scale Industries ..." Luc. Cit. 



intermediate inputs and imported spare Prior to the adoption of the SAP, Steel found 

that import licences were mostly granted to Iarger enter prise^.'^' Page adds that "even in 

circurnstances where foreign exchange allocations are directly available to small firms, they 

remained at a disadvantage relative to large enterprises due to their lirnited administrative 

resources and their consequent inability to undertake the proûacted bureaucratic procedures 

required to obtain an import licence."'" However, evidence is also provided by Lall et al. to 

the effect that despite having access to imported inputs since the liberalization of the 

economy, industrial and technologicd development has not greatiy improved in Ghana. They 

attribute this to 

the speed of liberalization, the scarcity andor the cost ofinvestible resources 
(or the inability of the hanciai system to assess and support worthwhile 
technological effort), the ex- risk and uncertainty created by the change in 
policy regimes, lack of idormation and knowledge on feasible strategies (or 
on their own requirements of technologies and skills) on the part of the h s ,  
deficiencies in the supply of the necessary skills in the labour market, poor 
institutional support for restmcturing and technological upgrading by 
individual h s ,  and so on.'28 

Thus, only a policy which provides hancial and industrial extension seMces will augur well 

for industrial development in Ghana, and assist small-stde industries in developing the 

accounting and management skills that can raise industrial production and productivity.ln It 

is in an attempt to deal with the hancial stress facing srnall-scale enterprises, especially after 

Page, Small Enterprises in Afncan Datelopment. Op. Cit., p. 34. 

" W. Steel, Small-Scale Employment and Production in Developing Countnès, Op. Cil. 

"' Page, Small Enterprises in Afncan Development. Op. Cit., p. 34. 

" S. La11 et al., Technology and Enterprike Development. Op. Cit., pp. 187-188. 

" Steel & Meier, "Introduction," Loc. Cit. 
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the SAP, that the Ghanaian governent  established the Business Assistance Fund ( B U )  and 

allotted C 10 billion (US $l5,408,79~.34)"~ in its 1994 budget statement to help small-scale 

entrepreneurs. 

In l o o h g  at the economic and industrial development strategies pursued by post- 

colonial Ghanaian governments, one notices some amount of inconsistencies. While the 

Nknimah govemment adopted a socialist and state-led strategy, the M C  opted for a rnixed 

approach by retaining some socialist f o m s  ofproduction, while at the sarne time introducing 

new capitalist forms. On the other hand, while Busia went for a fiee-enterprise approach and 

sought to develop both industry and agriculture simuItaneously, the MZClSMC governments 

apart from insisting on a human resource approach also adopted policies similar to those of 

Nkrumah.lS1 For the PNDC govemment, despite its initial anti-Western stance, faced with the 

harsh economic realities, it accepted and implemented the SAP that involved "rolling back" 

the state. The retrenchment of government workers and the keeze on employment in the 

public sector that formed part of the SAP, led an increasing number of people to tum to the 

small-scale sector for employment, a s  well as many public and pnvate agencies to corne up 

with programmes and seMces to assist the smail-scale sector. Three such agencies (NBSSI, 

GRATIS and EMPRETEC) promoting srnail-scaie indusûialization were thus selected and 

exarnined for this study because of the size and characteristics of their programmes and 

I J 0  The dollar equivalent is based on the officiai exchange rate of US $1 to 648.98 cedis (ISSER., The State of 
the Ghanaian Economy in 1994, Legon: ISSER, p. 6. 

13'  Ofori-Yeboah, State and Indusmal Development in Ghana, p. 1 10. 



services. The question we are now faced with is what has been the impact of the programmes 

and services of these agencies on their client h s ?  The subsequent chapters of this study are 

devoted to that question. An understanding of the history of the three organizations, their 

role, aims and objectives, and programmes and seMces would help us answer this question. 



CHAPTER ElVE 

STATE AND THE INDUSTRlALIZATION PROCESS: THE NATIONAL BOARD 
FOR SMALL-SCALE OF INDUSTRIES INBSSI) 

Background 
In the discussions in the previous chapter, we realized that while successive 

govemments formulated and implemented econornic policies with the intention of improving 

the lot of Ghanaians, little emphasis was placed on developing the mall-scale manufacturuig 

sector or providing financiai and managerial assistance to entrepreneurs engaged in those 

activities. Although self-ernployment in srnail-scale activities was becoming a permanent 

feature of the Ghanaian economy, there was Little cornmitment on the part of the government 

to help those involved. ' 
The recent shift of focus fiom government ownership of large industries to one where 

small-scale industries are considered one of the prime movers of industrial development has 

given small-sale enterprises a ray ofhope. The focus of this chapter is on the activities of the 

National Board for Small-Scale Industries (NBSSI), the government agency charged with 

assisting and promoting small-scale industnalization. Arnong the issues examined are its aims 

and objectives, the assistance it offers smaii-scale industries, its problems and how they are 

dealt with, and the impact of its programmes on client h s .  In discussing the last issue, 1 also 

look at the socio-cultural characteristics of client firms, and how useful the NBSSI has been 

in helping them to deai with institutional and cultural issues that conf?ont their businesses- 

' K. A. Ninsin (1 W2), "Planning for the Growth of Smaii-scale industries in the uiformal Sectoc the Realihes 
and Challenges for the Ghanaian Situation," E. Aryeetey (ed), Planning Afncan Growth and Developmenr: 
Some Current Issues, Accra: ISSERIUNDP, p. 264. 



As early as 1951 when the fïrst Afncan administration under Dr. Kwame Nkrumah 

was instdled in Ghana, the Industrial Development Corporation (IDC) was established to lay 

the foundation for an industrial take-off, and also to boost the development of small-scale 

nuai industries? The corporation was engaged in industrial expansion by providing financial, 

advisory and technical assistance in the development of new and existing industries in both 

the public and pnvate sectors. It also trained local pe rso~e l  for management positions. As 

such, in addition to establishing its own enterprises, the IDC advanced considerable surns of 

money in long term loans to pnvate entrepreneurs.' Review of the performance of the IDC, 

however, showed gross inefficiency, inability to develop industry and a careless dissipation 

of funds.' The poor performance and problems of the iDC derived fkom erratic supplies of 

local raw materials, deficiency of capital, hadequate technical personnel and poor 

management;' as weU as the lack of clarity about what the government wanted the 

corporation to do, ministenal apathy to general policy, indiscipline arnong staff, lack of 

NBSSI (1994), NBSSINews, vol. 1 ,  No. 1 ,  p. 3. 

See P. Garlick (1971), Afican Traders and Economic Development in Ghana, Oxford: Oxford University 
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accountability, use of the corporation to distribute patronage, and govemmental interference 

and political ~ressure.~ According to Arthur Lewis, 

the IDC suffered greatly fiom outside interferences, in the shape of members 
ofparliament and other influentid persons expecting staffappointments to be 
made irrespective of merit, redundant staffto be kept on pay-roll, disciplinary 
rneasures to be relaxed in favour of constituents, businesses to b e  purchased 
at hfiated pnces, loans to be made irrespective of security.' 

By 1958, the govemment and parliament had becorne very disenchanted with the 

IDC's operations, and there was a loss of morale within the corporation itself. This state of 

flairs in the IDC resulted in it being disbanded in 1962, and led to the establishment of the 

State Enterprises Secretariat (SES) in 1964.~ The objectives of the SES was to provide, 

within the fiamework of govemment policy, for the effective. efficient and profitable 

operations of  statutory corporations engaged in trade and industry. The SES was also to see 

to the setting up of annual production and financial targets, initiation and CO-ordination of 

training programmes for employees of statutory corporations, and ensure the implementation 

of these policies. Furthemore, the SES was to hold shares on behalf of the government in any 

statutory corporation and to be represented in any business enterprise hanced jointly by the 

govemment and other parties. In spite of these laudable goals, the SES had to deal with a 

number of problems. The SES not oniy had become an extension of the civil seNice with 

many "bosses" steering the affairs of the various state corporations, but also the legislative 

instruments incorporating the various state corporations gave each corporation so much 

" T.  Killick, Development Economics in Action, Op. Cit., pp.244-245. 

' Quoted in T. KiUiclq DweIopment Economics in Action, p. 245; J. Frimpong-Ansah (1992), The Vampire 
State in Afica: The Political Economy of Decline in Ghana, Trenton, NJ: Afi-ica World Press, p. 75. 
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autonomy that it negated the role o f  the SES. The SES couid have performed better if it 

controlled al1 the SOEs when it was established in 1964, but it was only assigned control over 

manufacturing industries? 

After the change of govemment in 1966, the Ghana hdusûial Holding Corporation 

(GIHOC) Decree (NLC D 207) was enacted by the National Liberation Council W C )  in 

1967 and existing state enterprises were brought under its control. GMOC took over the 

assets and liabilities of the SES, but the principal objectives for establishing it was to place 

al1 the manufachuing enterprises under one holding corporation in order to bring order and 

rationalization to the utilization of the scarce resources at the disposal of its divisions. In the 

meantirne, al1 non-manufacturing state enterprises in the sectors of mining, trade, works and 

agriculture etc were put in the han& of various fûnctional mi ni strie^.'^ 

The later recognition of the role of mall-scale enterprises in the country's economy 

developrnent resulted in the enactment of the Ghanaian Enterprises Development Decree of 

1975 (NRCD 330). This led to the creation of the Ghanaian Enterprises Developrnent 

Commission (GEDC), which was given both advisory and executive powers to provide 

technicai and hanciai assistance, as well as training and extension services, to small-scale 

enterprises. The GEDC was charged with the task of providing and ensuring efficient 

management practices; including basic record-keeping and costing, efficient production or 

work processes, raw materidinput procurement and management, and appropnate machinery 

and equipment procurement and maintenance. While set up on paper, the GEDC never 

%. E. Adjei, "State Corporations in Ghana," Loc. Cit., pp. 8-14. 

Io &id, p. 15. 
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actually performed the fiuictions of providing training and extension services to small-scale 

industries even after 10 years of existence. As Ninsin dates, there was no evidence of the 

GEDC discharging its mandate of providing entrepreneurid training, or other of the 

management training institutes in the country taking up this task." Meanwhile, as noted in 

Chapter four, the SBLS introduced by the Busia govenunent, and retained and administered 

by the GEDC during the Acheampong regime, benefitted traders as opposed to malLscale 

enterprises in the informal sector for whom the loan scheme was designed. 

In view of the Rawlings government's new intention of making the mall-scale 

industrial sector an engine of indusirial growth, the NBSSI was established in 1985 to be the 

major government agency responsible for initiating and CO-ordinating the policies and 

programmes for the growth of the small-scale industry. The creation of the NBSSI was an 

important step towards showing greater cornmiment on the part of the government to 

improving the activities of smail-scale industries, which had grown considerably in the face 

ofhigh unemployment levels in Ghana l2 It was the position ofthe govemment that ifpositive 

interventions are adopted in the small-scale sector, the unemployrnent level in the country 

could be reduced considerably. The NBSSI was thus created to be the implementing agency 

for two main govemment programmes that were designed to propel the industriai sector by 

providing both hancial and non-hanciai assistance to small-scale industries. Specifically the 

airns and objectives of the NBSSI were: 

" K. A. Ninsin, "Planning for Growth of S d - S c a l e  Industries in the Informal sector," Loc. Cit., pp. 267- 
271. 

" There is considerable debate about the rate of unemployment in Ghana because accurate and exact statistics 
are hard to corne by. The 1997 UNDP HumanDevelopment Report on Ghana, for instance, put unemployment 
of the economicaliy active at around 20% W P ,  1997, p. 43). 



(i) contributing to the creation of an enabling environment for small scale enterprise 

development; 

(ii) contributing to the development of an enterprise culture and thereby improving the 

indigenous entreprenewïal base in Ghana; 

(iii) facilitating access to credit for smail scale entrepreneurs; and 

(iv) providing non-hancial support to new business creation and srnail enterprise 

development in Ghana through comprehensive institutional Iinkages. 

To reaIize these objectives, the NBSSI focuses on: 

(i) m a h g  policy recommendations and developing strategies towards the promotion of small 

business in Ghana; 

(ii) advising the sector Minister on d l  issues relating to the development of midl businesses 

in Ghana; 

(iii) establishing a data bank and disseminating information on the srnall business sector, 

(iv) promoting the formation of sectoral business associations and developing existing ones; 

(v) mobilizing fiinding for the development of the small business sector; 

(vi) developing the entrepreneurid, technical and managerial capabilities of srnall business 

people; and 

(vii) implementing programmes and action plans in collaboration with govermnental and non- 

governmental organizations whose activities have impact on the promotion and development 

of srnail businesses? 

lJ NBSSI, NBSSI News, p. 13. 



FINANCIAL ASSISTANCE SCHEMES OF NBSSI 

The acquisition of capital is essential to any business because it stimulates growth, and 

enables individuals to employ their entrepreneurid skills and labour in productive activities. 

Despite this, small-scde enterprises while often regarded as being very important in 

developing the industrial base of a country, have generally been unable to expand their 

operations due to lack of finance- Finance has been and continues to be the bane of srnall- 

scale industries. Credit and financiai institutions have been unwilling to provide them with 

capital because they consider it too risky to do so. Recently, that there has been an increasing 

cal1 on financial institutions to create an environment that would enable entrepreneurs to have 

access to adequate capital to heip them contribute to the economic and industriai growth of 

Ghana." The lack of access of the informa1 and small-scale entrepreneurs to finance rnakes 

it difficult for them to engage in activities that can contriiute to employment generation and 

poverty alleviation. The difficuity of securing hancial assistance f?om formai financial 

institutions in countries like Ghana has resulted in a situation where micro-finance 

programmes and financial assistance through non-banking institutions have become a 

dominant feature of many developing econornies. 

As part of its objective of promoting the srnall-scale industry in Ghana, as well as 

alleviating the financiai problems of srnall-scde entrepreneurs, the government through the 

NBSSI took up the challenge of providing hancial assistance to small-scale entrepreneurs. 

Through its Investment and Credit Department, the NBSSI operates two credit schemes. The 

first, the Programme of Action to Mitigate the Social Cost of Adjustrnent (PAMSCAD) 

-- - - - - - - - 

" See for example, "Default in Loan Repayment," Grophic (Accra), 14' lune, 1999, p.7. 

125 



Credit Line for Micro and Small-Scaie Industries, which started operating in 1989, was one 

of the 23 anti-poverty measures that were introduced by the govemment after the SAP." 

Although the govemment pledged 340 miIlion cedis (C) (US $1,259,259.25) under this 

scheme, it made available only Cl 50 million (LTS $555,555.55).16 The aim O fthis programme 

was to provide funds to entrepreneurs to set-up their own businesses, alleviate poverty and 

also assist the socially and economically disadvantaged to deal with some of the negative 

consequences of SAP. The other hancial scheme was an C80 million (US$ 183,028.66)'~ 

Revolving Fund which started lending funds to client firms of the NBSSI in April 1 993, aRer 

a loan request had been made by the NBSSI to the Ministry of Finance and Economic 

Planning (MFEP). Both loan schemes were to serve as financial sources that would enable 

small-scale entrepreneurs to acquire raw materials and essential equipment. Thus, the 

existence of these Ioan schemes allows for the continuous flow of Ioanable b d s  to small- 

scale enterprises and facilitates access to credit, while at the same time allowing the 

lnvestment and Credit Department to develop and implement management and financial 

information systems for effective credit delivery and recovery.ls 

'' interview with Assistant Director, Investment and Credit Department, NBSSI, Accra, 1 1" March, 1999. 

' m e  dollar equivalent is based on the 1989 official exchange rate of US $ 1  to 270 cedis (Kapur et al. 199 1, 
p.52). 

'' The dollar equivalent is based on the 1993 officia1 exchange rate of US $1 to 437.09 cedis (ISSER The 
State of the Ghanaian Economy in 1994, Legon: ISSER, p. 6). 

I 8  NBSSI, NBSSI Naus, pp. 13-14. 



O ~ e r a t i n ~  the Loan Schemes 

As a matter of policy, NBSSIYs hancial  assistance schernes are reserved for small- 

scale entrepreneurs in the productive and rnanufacturing sectors of the economy. According 

to an NBSSI officid, those in the commercial sector do not receive any form of assistance 

because the rationale behind the assistance is to encourage people to leave the "buying and 

selling" sector which is ttover-crowded" and move to more productive and value-added 

acti~ities.'~ Thus, to quali@ for financial assistance, an entrepreneur must be able to bear at 

least 20% of the total cost of the business, show that they have some fixed assets, and be 

involved in manufacturing activity. However, f?om Table 5.1, it appean that apart kom a 

greater proportion ofthe loans being given to business owners involved in the manufacturing 

and service sectors of the economy, beneficiaries were also scattered throughout the country. 

Thus, the granting of the loans to business owners seemed to have some political calculus 

behind it, because the govemment wants to be seen as providing assistance to business 

owners in al1 the regions, as opposed to focusing on a particular region. 

'' interview with Assistant Director, Investment and Credit Department, NBSSI, Accra, 1 lh March, 1999. 
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Table 5.1 : Sectoral Distribution of Loans, 

1 NATIONAL BOARD FOR SMALCSCALE INDUSTRIES 1 
1 PAMSCAD CRlEDIT LINE FOR SMALL-SCALE INDUSTRiES 1 
1 SuMMARY OF SECTORAL DISTRIBUTION OF LOANS GRANTED 1 
1 SïiiCE INCEPTION TO DECEMBER 31,1998 1 

Potential entrepreneurs can apply for financial assistance through the Regional 

REGION 

GT. ACCRA 

ASHANTI 

EASTERN 

WESTERN 

CENTRAL 

B, AHAFO 

VOLTA 

NORTHERN 

UPPER EAST 

UPPER WEST 

TOTAL 

Managers of the NBSSI located in ail the regional capitals of Ghana. Since the granting of 

loans under the Revolving Fund is centralized, the Loans Approval Cornmittee sits once a 

Source: lnvestment and Credit Department, NB SSI, Accra. 

Manufacturing 

1 22 

143 

42 

77 

75 

53 

100 

50 

85 

1 1 1  

858 

month to review and approve the loan applications of up to C 2.5 million (US $714.28)''' per 

applicant. The decendized PAMSCAD Loan Scheme can be accessed by small-scaie 

Agriculture 

1 

19 

17 

5 

4 1 

7 

25 

O 

O 

entrepreneurs by applying to the MISSI Managers in the regions. Loans of up to C 500,000 

" Unless stated, the US $ equivalent wilI be based on the exchange rate of $1 to 3500 cedis as of the end of 
t 999 (ISSER [2000], The State of the Ghanaian Economy in 1999, ISSER: Legon, pp. 5-6. 

Sewice Mining 

O 

1 

O 

4 

I 
181 

1485 

Export 

25 

1 

116 

Total 

O 

O 

O 

O 

1 

O 

O 

O 

O 

O 

69 

506 

148 

219 

123 

92 

205 

92 

t 86 

96 

143 

57 

64 

10 

84 

32 

O 

O 

O 

4 

O 

6 1 

46 

5 8 

O 

O 

O 



(US $142.85) cm be approved by the Regionai PAMSCAD Loans Cornmittee which meets 

once a month; while the National PAMSCAD Loan Cornmittee meets quarterly, and approves 

loans of up to C 3 million (US f 857.14). Loan beneficiaries and recipients enjoy particular 

concessions which inchde an interest rate (20% per annum) which is Iower than that charged 

by forrnal hancial institutions, and a 2-4 month Face penod, after which monthly or 

quarterly repayments are made to the NBSSI? 

NON-FINANCIAL PROGRAMMES AND SCEEMES OF NSSSI 

While micro-credit programmes and schemes enable small-scale entrepreneurs to 

undertake various economic activities, there was also the need for them to be complemented 

by entrepreneurship development aid ifthese programmes were to realize their aim ofpoverty 

reduction and ernployment generation. When one talks to srnall-scale entrepreneurs about 

their problems, reference is always made to the extemai environment (government policy, 

finances) without making mention of the interna1 managerial systems. However, poor 

management, including bad product choices and unviable projects can also contribute to the 

failure of a b u ~ i n e s s . ~  Since the importance of the effective and efficient use of resources 

depends heavily on the entrepreneurial skills of small-scale enterprises, the NBSSI decided 

to provide such entrepreneurid training. As the Programme Co-ordinator of the National 

Development Planning Commission (NDPC) stated: 

"Interview with Assistant Director, hvestment and Credit Department, NBSSI, Accra, 1 1' March, 1999. 

Interview with Former Head of EDD, NBSSI, Accra and now Programme Co-ordinator, National 
Developrnent Planning Commission (NDPC), Accra, 23d March, 1999. 



there was the realization that o d y  a few people were engaged in business and 
entreprenemhip as a way of life and even most of them lacked managerial 
training. Ghanaians were used to a system where the governent provided 
everything, and aiso used to working as white-collar officers or employees. 
People were not aware of the business and entrepreneurid opportunities 
available to them, and only copied the businesses that others were already 
engaged in. There was littie knowledge of procedures to own a business, lack 
of knowledge about self-abilities and rules and regulations? 

However, with Ghanaians recently setting up srnall-scale industries on an 

unprecedented scale, concerns about inefficiencies in business operations, both technical and 

managerial, as well as apprehension about their chances ofsuccess, became critical. Following 

a collaborative industrial exchange between Ghana and India, the Indian govemment O ffered 

to introduce an Entrepreneurship Development Programme (EDF) based on the success of 

a sirnilar programme in India. Against this background, the govemment of Ghana, with 

assistance from the International Development Agency (IDA), a World Bank afnliate, entered 

into an agreement with the Entrepreneurship Development uistitute of India in Apnl 1987 to 

introduce an EDP in   ha na?^ With the Iaunching ofthe EDP in 1988, the NBSSI through its 

Entrepreneurship Development Department (EDD) began providing indigenou entrepreneurs 

with comprehensive bainhg and counselling programmes with a view to motivating and 

equipping them with the cornpetence to establish their own industries and to manage them 

successfully.~ Entrepreneurs are encouraged also to produce goods which would have a 

market, and not necessarily focus on what others are already producing. By targeting groups 

?J N. K. Sowa et ai. (1992), Small Enterpder and Adjutment  The Impact of Ghana's ERP. London: 
Overseas Development Institute, p, 17; Niusin, "PIanning for the growth of Small-scale industries in the 
informal Sector," Luc. Cit., p.274; NBSSI, NBSSI News, p.6. 



iike retired and retrenched public servants, and unemployed graduates, as welt as the 

uneducated and unemployed, the NBSSI believes that it could help small-scale industries to 

move from the sindl and informal sectors to the medium-scde level. 

While a number of training programmes were held in Accra, Takoradi and Kumasi, 

with the introduction of the EDP, it was soon realized that there were no personnel to foilow- 

up on trainees to ensure that they were implementing what they had learnt. Since time, 

personnel and resource constraints did not allow NBS SI personnel to aiways 1 eave Accra for 

the follow-ups and monitoring, the concept of the Entrepreneurship Development Advisory 

Centre was developed. Subsequently, in 1989, a training programme was given to 10 

Ghanaians in India, who in turn became the resource personnel for counseling entrepreneurs. 

Given the excellent response and patronage ofthe Development Advisory Centres, the NBSSI 

decided to estab lish what became known as the Business Advisory Centres (BACs) in al1 the 

regional capitals of the country? 

The resource personnel at the BACs receive training at the Ghana lnstitute of 

Management and Public Administration (GIMPA):' Ghana's Management Development and 

Productivity Institute (MDPI):8 and in 1ndia2' in project planning and evaluation, business 

'b interview with Programme Co-ordinator, NDPC, Accra, 23d March, 1999. 

" A corporate body with academic, financial and administrative autonomy, GiMPA was established in 196 1 
to develop in management a greater awareness of the changing values and needs of the country and the best 
means of effectively responcling to those values and needs, and assisting the economic development of the 
c~iintry (Tettey, 1996, p. 170). 

'8 Established in 1967 and incorporated in 1976 as a parastatal, its objective is to buiId up managerial capacity 
in both private and public sector organizations through management training, consulting and research with 
the view of ensuring growth and development of the national economy (Tettey, 1996, p. 172). 

' 9  Officiais at the NBSSI contend that india has much in common with a country like Ghana which is 
detennined to produce an entrepreneurid class- Thzy believe that Ghana could learn a lot frorn India, which 



consulting and enterprise management. As the extension offices of the NBSSI, the BACs help 

the small-scale business owners to choose the best equipment for their operations thai lead 

to cost effectiveness in their businesses. In addition, apart Eom helping businesses to carry 

out feasibility studies, they also, where possible and applicable, arrange for tax exemptions 

on certain rnachinery and equipment. BACs also organize meetings between relevant tax 

organizations and other regulatory bodies and agencies to discuss regulations that affiect the 

businesses of small-scale entrepreneurs. For example, the Registrar General's Department, 

which is mandated to register dl businesses in Ghana, has only one central office in Accra. 

The NBSSI has thus entered into an agreement with the Registrar General's Deparûnent to 

register businesses of entrepreneurs in the regions. Small-scale entrepreneurs can no w regs ter 

their businesses at the Regions through the BACs without having to travel to Accra to do 

50.~' 

Similady, prior to the introduction ofthe Value-Added Tax (VAT) by the government 

in 1999, the NBSSI advised entrepreneurs on the implications the policy had for their 

businesses. Other extension services offered by the BACs in the area of management 

developrnent include training in record-keeping, quaiity control, customer relations, 

marketing, business planning, achievement motivation, costing and pricing, banking 

procedures and communication skills, as well as information on various sources of funding 

- -  - 

has a long history of producing an entrepreneurial class to spearhead its development drive. 

NBSSI, NBSSI News, p-7. 
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available to srnail-scde enterprises. The BACs explain government policies to entrepreneurs, 

and help them with procedures to fulfil their business and regdatory requirements." 

The BACs also hold Enterprise Culture Development programmes which are designed 

to encourage people to become self-employed, and to S o m  entrepreneurs about the 

prospects of starting theirown businesses. As Gray points out, enterprise culture development 

which is undertaken through training prsgrammes is aimed at promoting and fostering pro- 

business attitudes, and a stronger spirit of enterprise through the creation of new and 

innovative enterprises? Through these programmes, the advantages and disadvantages of 

engaging in business are outlined to potentiai entrepreneurs .Thus, the NBS SI seeks to create 

an "enterprise culture" by re-orienting people to believe that it is not necessarily the 

responsibility of govemment to create employrnent." In a sense, this programme is a way of 

legitimating the SAP, which had as one of its objectives the retrenchment of public 

employees, and encouraging them to go into pnvate businesses. Therefore, as Brown argues, 

in the broad scheme of national econornic development, enterprise culture development, the 

ethos of self-help, and the facilitation of micro-enterprise not only fit well with the 

international financial institutions' focus upon market-fi-ïendly intervention, but are also 

increasingly seen as the effective and efficient way of responding to the vacuum created by 

the graduai stripping back of the state's ability to provide social services to its cituens." 

" ibid. 

" C. Gray (1998), Enterprise and Culhrre, London & New Yod-: Routiedge, pp. 6-7. 

j3 Interview with Head, EDD, NBSSI, Accra, 5h March, 1999. 

3J Ed Brown (2000), "Social Movements, State and Civil Society," Giles Mohan et al. (eds), Structtrral 
Adjusment: Theor-y, Pracrice and Impacts, London & New York: Routiedge, p. 172. 



Furthemore, cultural re-orientation forms part of the training programmes and 

business advise O ffered by the NBSSI through the EDD and BACS. According to an NBSSI 

this aspect of the training and counseling has corne about because since most 
small-scale businesses have sole ownership, the owners have the tendency to 
do whatever they want with the hances ofbusinesses without considering its 
negative effects. Also, since time immemorial, there has been the widespread 
perception that it is o d y  "drop-outs" and those who are not academically 
good who go into entrepreneurship. Such successful business owners thus 
want to show off their weaith as a way of disproving the wrong impression 
and perception about them? 

To change the view that only "drop-outs" enter into entrepreneurship, the NBSSI is 

encouraging graduates and other educated individuals to enter into private businesses. The 

NBSSI is of the view that having educated people in smail-scale businesses will augur well 

for the sector since it would not only change the perception of people, but also new 

technologies c m  be more effectively used by educated entreprene~rs.'~ 

In addition, the NBSSI is aware of the practice ofentrepreneurs not separating family 

finances from that of their businesses. Accordhg to the Head of the EDD, some entrepreneurs 

are more interested in using their retums and profits to buy extravagant goods like houses and 

expensive cars rather than re-investing in their business." She cited the example of an 

entrepreneur who put up a big house in his "home-townn3' because of social pressures, 

" Interview with Head, EDD, NBSSI, Accra, 5* March, 1999. 

j6 ibid. 

'' ibid. 

'%s refers to the place/area where individuais trace their roots or family origin to. For purposes of seeking 
"greener pastures," it is cornmon to see people move fiom îheir home-tom to the larger urban towns. They 
visit theu home-towns mostly on social occasions like berais and festivals, and move back to resertle during 



although he hardly ever lived in the house. The official pointed out that since these material 

possessions are considered syrnbols of class and statu, some entrepreneurs who want to be 

seen in the higher echelons of society consider it very expedient to own such property as a 

way of showing offtheir wealth. The resdt is that the initial capital is dissipated, and harnpers 

the growth of the enterprise." 

Still on the matter of cultural beliefs, practices and the need for re-orientation, the 

Programme Director of the NDPC narrated the following account of a dispute between two 

entrepreneurs: 

There was the issue of two women who were selling the same products at the 
same location and lane. One of them had been at the location for a very long 
time. Within three rnonths of moving to the location, the new trader was 
"making" more business than the older one. In effect, the old trader was losing 
business to the new trader. The oldertradercdled me and complained that she 
believed that the new trader had used "juju" [sorcery] and was taking away 
al1 her customers. 1 went to their business location. Upon analysing the 
situation, 1 realized that al l  theiritems, prices, reception ofcustomers were the 
same, so there was no reason why one should not be able to market her 
products. 1 also realized that a trench/ditch had been dug in front of them 
[traders] by the EIectncity Company of Ghana (ECG), which had Iaid and 
repaired some underground cables. However, upon completion of the work, 
the ECG workers did not cover the îrenches. While the older trader did not 
bother to cover the trench, the new trader made use of some slabs to do so. 
So obviously, customers preferred to buy kom her instead of the jumping the 
trenches to buy fiom the older trader. All that she thought of was that the 
woman had usedjuju and was taking aii her customers and money. So I sat 
d o m  with the older trader, and advised her to make similar slabs to cover the 
trench in &ont of her Iocation- She later called to infonn me that business had 
started picking up. So 1 made her to realize that people felt safer on the slabs 
rather than jumping the trenches and ditches? 

old age and retirement. 

'qnterview with Head, EDD, NBSSI, Accra, S" March, 1999. 

%s reinforces Kuada's (1994, p.78) point that in Ghana and other Afncan societies, the dominant belief 
system is that the matenal and spiritual are inextricably Iinked. While the idea of traders and business owners 



Furthemore, entrepreneurs ' 

behaviour, likes and dismes influence decision-making. Management of 
business is seen more or less like an extension of management of their 
personal Lives. So if an entrepreneur does not like something, and that thing 
comes up in business, the personal perceptions influences their decisions. For 
example, if you go to Makola4' some traders and business owners believe that 
if your k t  customer on any day is a woman, you wodd make losses. Since 
it is sometimes difficult to change this attitude, some traders make sure that 
their first customer for the day would be a man. So no matter the number of 
women who show up, they would not sel1 to them." 

For another NBSSI official, the inability to separate the family fiom the business is the 

most important cultural factor afEecting entrepreneurs. While not being against employment 

of family members, the NBSSI advises entrepreneurs to employ only those who are 

qualified? Although business owners can initially rely on family members, there comes a 

point where the non-separation of family and business becomes an obstacle. Once non-family 

members are brought into the business as paid workers, it becomes important to formalize 

organizational procedures and the mode of management. It is this threshold, however, that 

small-scale enterprises have difficulty in passing? Family members have to be employed 

based on their expertise and cornpetencies, and also be seen as emp 10 yees like the others, 

rather than receive preferential treatment fiom owners because of their personal ties. 

accusing each other of ill-will is an interesting point which couId be explored further, it was the ody example 
encountered in the snidy, 

"This is the largest trading and market centre in Ghana's capital, Accra, 

'' interview with Programme Director, NDPC, Accra, 23d March, 1999. 

'' interview with Head, EDD, NBSSI, Accra, 5"' March, 1999. 

R, Riedel & H. Schmitz (l989), Grairsroots Indush.ialization in a Ghanaian Town, Munchen & Koln, p.143. 



Since the implications are that culturai beliefs and practices do play a role in business 

activities, the NBSSI trains and encourages entrepreneurs that they should not rningle 

business with personal beliefs and family ties. Ultimately therefore, the aim of the training 

programmes is to encourage entrepreneurs to have their prionties right by making business 

expansion theirprùnary focus. As Boeh-Ocansey States, through serninars, lectures, exercises, 

role-playing, business games and group discussions, the BACs try to provide usefùl 

entrepreneurid skills and training including tirne management, information sharing and 

forecasting to srnall-scale entrepreneurs? 

Coupled with the above, fende empowerment is acore element of the training offered 

by the BACs. According to the Head ofthe EDD, since women in Ghana have generally been 

dependent on men, there was always the tendency for them to seek the advice and consent 

oftbeir husbands before embarking on business endeavours. This assumes that they are not 

confident and are unwilling to take nsks without the approval of their husbands. nius, the 

NBSSI realized that women faced special concerns beyond those generic to the small-scaie 

sector. Therefore, through its Women Enterprises Development Department (WEDD), the 

NBSSI built a comprehensive information fiow and exchange mechanisrn that relates to 

gender, and also established a forum for networking among its clients through workshops, 

exchanges and visits. In addition, it makes other departments like the EDD and Credit and 

Investment aware of the limited tirne that women generally have at their disposal because of 

particular culhual dictates. In eKect, WEDD sensi tizes other department s about the particular 

0. Boeh-Ocansey (1997), Ghana 's Micro-Enterprise and Informal sector. .. Bedrock for natiorzal 
Development? Accra: Anansesem Publication, p. 135 



position of women in Ghana, and encourages them to organize trainhg programmes at times 

that would be favourable for women. Through this sensitization, the training programmes 

encourage women to believe in their capabilities and potenhal in the business environment. 

They are counseled and motivated to believe that they c m  take both business risks and run 

their h s  successfully? 

The NBSSI also encourages and supports the formation of strong business 

associations among the srnall-scale entrepreneurs. The promotion and development of 

powemil business associations would enable the small-scale entrepreneurs to lobby the 

government to formulate and implement policies that are favourable to the small-scale 

industrial sector. In addition, the promotion and formation of business associations arnong 

mall-scale enterprises is geared towards facilitating increased productivity through better 

organization, improving relations with support institutions, and improving the flow of 

information?' However, for the associations to be effective in their lobbying activities, the 

NBSSI looks at their operational strategies, structures and constitutions, and encourages 

them to be as transparent as possible in their activities. The point being that without 

transparency, the associations could be "hijacked" by a few individuals and operated 

according to their whims." 

Interview with Head, EDD, NBSSI, Accra, 5" March, 1999. 

" NBSSI, NBSSI News, p.7. 

" interview with Head, EDD, NBSSI, Accra, 5" March, 1999. 
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Promotional and market in^ Activities 

Since business survival depends on the availability of markets for products and 

services, one cannot overlook the role of the NBSSI in helping their client fums to promote 

and market their products. The NBSSI does this through its participation in local exhibitions 

and international trade fairs. Through the efforts of the NBSSI, some client firms have 

participated in numerous trade f*. These include various Regionai Mini Fairs; Ghana's 

Industrial and Technology (INDUTECH) fairs in 1986, 1988, 1992; Buy Ghana Export 

Ghana 1994; ECOWAS Trade Fair 1999; and the Ghana International Handicraft and Fashion 

Fair 1999 (GIFAC 1999). During these fairs, the NBSSI bears part of the cost of erection of 

stands and the transportation of exhibits of selected client firms. Clients of the NBSSI pay a 

token participation fee to get stands at the trade fair site compared to the amount paid by non- 

NBSSI clients. In effect, subsidies are provided to clients during such annual trade fairs and 

through them, mail-scale entrepreneurs are brought into contact with both producers and 

buyers of various products of mall-scaie enterprised9 Apart hom the market networking and 

linkages that can develop during these fairs, consumers dso become aware of the 

manufacturing capabilities and potential of mail-scale entrepreneurs. 

Impact of Proprammes and Schemes 

The NBSSI uses indicators such as the extent to which clients keep basic business 

records, loan repayment rates, the number of individuals w ho attend its training programmes, 

productivity, profitability, growth, re-investment, increased employment and the very 

existence of the enterprise after extension services have been O ffered as criteria for judging 

Interview with Assistant Project Officer (1), NBSSI, Accra, 2" August, 1999. 
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the success of its programmes. To buttress their claim of success, an assistant project officer 

stated that their limited follow-ups and monitoring reveal that most entrepreneurs generally 

seem to follow the instructions and advice provided durùig the training programmes.50~er 

training programmes, each participant is asked to put d o m  an Action Plan and tirne fiame 

for achieving it. During follow-ups, the NBSSI h d s  out the extent to which trainees have 

achieved their Action Plans. The success or failure of the programme is thus evaluated by 

looking at Action Plans and the extent to which they have been achieved. Even if trainees do 

not realize their Action Plan, this official contended that the training programmes broaden the 

puwiew of participants and also improve their business capabilities. Finally, the fiequency 

with which trainees go to the office for counselling and the kinds of problems they bring d l  

indicate the extent to which the organization ha been successfbl with its training. According 

to the officiai, if a client bnngs different problems at different times, it is a sign of progress. 

On the other hand, if clients do not implement anything at all, and continue to go to the BACS 

with the same problem, then it is an indication that something is wrong or lacking. Under 

these circumstances, the NBSSI sies to assist those who for various reasons are unable to 

achieve their Action ~lan.'' Officials at NBSSI were however, unable to provide either 

statistics on the number of clients who actually follow their Action Plans, or information and 

data on impact assessments, due to problems which are discussed in the next section. 

Interview with Assistant Project Officer (2), NBSSI, Accra, 18" May, 1999. 

'' i n t e ~ e w  with Programme Co-ordinator, NDPC, Accra, 23'" March, 1999. 
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Problems Confrontine NBSSI 

One of the perexuia.1 problems the NBSSI has had to contend with has to do with the 

inadequate funds available for loans. As one of the assistant project officers put it, "there are 

too many people chasing a few amount of money" (sic)? For instance, while the total loans 

requested under the hancial schemes averaged around C 1.6 billion yearly between 1 990 and 

1994, the average amount of loans disbursed per annum was C 84 million over the same 

period? In the absence of re-capitalization arrangements for the fünds that the NBSSI 

operates, it has become difficult for the organization to provide hancial support for trained 

entrepreneurs to either start-up their businesses or expand them. Despite the government's 

rhetoric of wanting to assist the smal1-scale enterprise, its deeds have not yet matched its 

words, and it has acted in a niggardly manner in releasing funds to the NBSSI to undertake 

its programmes. 

As pointed out earlier, while the govemment pledged to release C 340 million (US 

f I,î59,259.25), only C 150 million (US $555,555.55) was given to the NBSSI to operate its 

PAMSCAD Loan Scheme. By not increasing the money available or providing new funding 

to the NBSSI for its loan scheme, the govemment seems to be showing its lack of 

commitment to developing the mail-scale industrial sector. Given this state of affairs, client 

h s  that are forhmate to have some funds made available to them by the NBSSI do not seem 

to have enough to meet their hancial needs. With an interest rate of 20%, the value of the 

credit fund depletes with tirne due to the high inflation that the country has experienced in 

Interview with Assistant Project Offker (2). NBSSI, Accra, 18"' May, 1999. 

" NBSSI (1995), Nogohil report: Seminar on Credit Policyfor NBSSI, p. 6 .  

141 



recent years. Since the NBSSI is a developmental organization and not a financial institution 

which operates for profit, it does not charge commercial rates for the loans it grants. One 

official was of the view that there was the need for some upward adjustment on the interest 

rates of its loan schemes, and better training for staffrnernbers managing the credit schemes. 

However, since this depends on funds fiom govemment which have not been forthcorning, 

staff ski11 upgrading itsetf has not been given the needed prionty." 

There was also the issue of loan recovery fiom loan beneficiaries. WhiIe some 

enterprises have chalked up some successes in their businesses because ofthe provision of the 

hancial package and have thus repaid their loans, others have not been that fonhnght. 

Although some beneficiaries may not be able to meet theirresponsibility of repayment because 

they simply experienced business failure despite their best efforts, others may not be able to 

pay because they either applied the assistance in ways other than they were intended, or 

because disbursing agencies demanded kickbacks or granted the loan facility to people who 

did not meet loan requirements." The low recovery rate in the case of the Revolving Fund, 

in cornparison with the PAMSCAD Credit Line, had to do with the centralized nature of the 

disbursement process (See Tables 5.2 and 5.3). According to an NBSSI official, 

Since the Revolving Fund is centralized, it becomes difficult to recover them 
at the Regional levels. lfyou look at the PAMSCAD Scheme, you realize that 
repayment is better because it is decentraiized. Since the Regional Managers 
know the clients, loan recipients and their workshops and business premises, 

interview with Assistant Director, Investment and Credit, NBSSI, Accra, 1 t* March, 1999. 

" 'Default in Loan Repayment," Graphic (Accra), 14" June, 1999, p.7. 
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this makes monitoring easier. For me, it would be better if the loan giving 
process is decentralized for the reasons 1 have cited? 

The loan schemes whose success and expansion is dependent on ready and prompt 

repayment has seen some beneficiaries defaulting on repayment (See Tables 5.2 & 5.3). The 

experiences of the NBS SI and other government agencies regarding loan recovery packages 

have been mixed because of the perception that govenunent money is "fiee." It was even 

reported in one government owned newspaper that some beneficiaries were of the view that 

the loans were their rewards for votuig for the ruling government in the 1 996 presidential and 

parliarnentary elections." As an official at the NBSSI said, until the erroneous view that 

govemment money is "fiee money" is corrected, they will continue having problems 

recovenng the loans they gant to mali-scale entrepreneurs.'* Wtiile it would not be fair for 

various loan programmes to bewithdrawn because ofdefadt by sorne beneficiaries, this issue 

brings to Light the need to review the process of loan disbunement, since it appears that "loan 

disbursement is clogged by administrative bottlenecks, nepotism and partisan considerations. 

The basis of the support must be on the needs and potentiais of the individuals, otherwise 

there is no way programmes administered by govemment agencies will s~cceed ."~~  

Interview with Assistant Dùector, lnvestmwt and Credit Department, NBSSI. Accra. I lh March, 1999. 

" "Default in Loan Repayment," Graphic (Accra), 1 4 ~  Jute, 1999, p. 7. 

SS Interview with Head, EDD, NBSSI, Accra, 5& March, 1999. 

59 "Defauk in Loan Repayment," Graphic, 14h June, 1999, p. 7. 
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Table 5.2: Recovery Rate for PAMSCAD Credit Line. 

NATIONAL BOARD FOR SMAU-SCALE INDUSTRLES 
- - 

PAMSCAD CREDIT LINE FOR SMALL-SCALE INDUSTlRLlES 

SUMMARY OF CUMULATIVE LOAN PAYMENT PERFORMANCE ON ALL 

- 

1 NO. OF PROJECTS 1 RECOVERY RATE 

GREATER ACCRA 1 148 1 78% 

ASHANTI 1 219 1 88% 

EASTERN 1 123 1 79% 

WESTERN 

CENTRAL 1 205 1 95% 

I I VOLTA 186 87% 

UPPER EAST 1 143 1 81% 

I I UPPER WEST 181 91% 

TOTAL 1 1485 1 84% 



Table 5.3: Recovery Rate for Revohing Fund 

1 NATIONAL BOARD FOR SMALL-SCALE INDUSTRIES 1 
IUvoLvING FuND LoAN scmME I 

1 SUMMARY OF CUMULATIVlE LOAN PAYMENT PERFORMANCE ON ALL 1 
1 BORROWERS SINCE LNCEPTION TO DECEMJ3ER 31,1998 1 

1 ASHANTI 1 22 1 83% 1 
EASTERN 7 1 33% 

WESTERN 

CENTRAL 

1 BRONG AHAFO 

I 

VOLTA 

1 UPPER WEST 1 8 1 83% 

7 

10 

7 

NORTHERN 

WPER EAST 

TOTAL 1 207 1 65% 

Source: lnvestment and Credit Department, NBSSI, Accra. 

89% 

41% 

71% 

10 

The exertion ofpolitical influence in the disbunement of loans to applicants is another 

problem the NBSSI has had to contend with. Loans are supposed to be granted to clients 

based on "first-corne, h t  serve basis," and on the business plans submitted by potential 

recipients. These business plans are assessed on their technical, and commercial and hancial 

merit. While the technical aspect of the appraisal loo ks for such things as the facilities (power, 

water, road network and labour) available for the business project, the commercial and 

financial aspect examines the potential profitability ofthe project, as well as the availability 

76% 

5 

26 

. - -. - -- - . . 

46% 

82% 



of market for the products. While these factors are supposed to be used in deciding who gets 

a loan, it is not uncornmon to see Ioans being given to certain individuals because they 

present Ietters fiom govenunent officials and other "big-men/big-women" instructing the 

NBSSI to do so. ln cases like these, project officers are pressured into wrïting business plans 

for these "well comected" individuals to enable them to quali@ for the loans. The example 

was given by a project officer of what was considered a case of political interference. When 

the loans cornmittee was holding a meeting to review loan applications, two individuals, who 

were not politically "well connected" had their Ioans disapproved to make way for the fkiends 

and supporters of government officials who had submitted Ietters to the ~omrnittee.~' 

Where Ioans are given to individuds with such "authority notes and letters," it 

becomes very difficult to objectively establish the viability of the project in question because 

not much information is provided about the enterprise. In addition, it becomes virtually 

impossible to locate such entrepreneurs after they receive their loans. In the words of a 

project officer, "we don? even know where and how to locate such businesses. Such 

businesses exist only on paper. Whether the business is really there is something else."" The 

project officer concedes that as an organization which depends mostly on the governrnent for 

its budgetary allocations, the NBSSI could not elirninate political interference in its activities. 

However, the exertion of such political influence at variance with laid-down rules and 

procedures obviously calls into question the whole rationale of providing assistance to needy 

a interview with Project Officer, NBSSI, Accra, 1 6 ~  August, 1999. 

ibid. 
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and desewing entrepreneurs." It is because of issues Iike these that entrepreneurs and donor 

agencies have called for transparency as the basis upon which assistance for projects should 

be gived3 

At the institutional level, there is the problem of insufficient logistical support to make 

staffmobile enough to identiQ good projects, undertake regular follow-ups, and also monitor 

the activities of client h s .  Apart from the fact that the NBSSI Iacks a reliable fleet of 

vehicles to ensure effective mobiIïty of officers, certain top-level personnel use vehicles meant 

for official purposes for private activities such as ushg them to send their children to SC hoo 1. 

Junior Ievel personnel are afiaid to cornplain for fear of reprisais. To compound the situation, 

in the 1999 fiscal year, the NBSSI did not receive any monies fiom the central govenunent 

for its operational budget that normaily enables their training and project officers to provide 

entrepreneurial training and engage in monitoring, evduating, and interacting with their 

clients. The budget ailocated to the NBSSI by the government was only enough to take care 

of the personal emoluments and salaries of the personnel because the government claimed it 

had no money." This means that the NBSSI's operating capacity is senously weakened by 

the absence of resources. 

Given its precarious hancial situation, the small number of workshops and training 

programmes offered by the organization in the 1999 fiscal year had basically taken place with 

sponsorship and assistance kom non-governmental organizations like the German 

Interview with la Secretary (Development), Department for International Development, British High 
Commission, Accra, 30' April, 1999. 

interview with Assistant Project Oficer (1), NBSSI, Accra, 2* August, 1999. 



Development SeMce (GDS)? whic h provides volunteen with speciaiities in various 

endeavours-wood work, metal-working, masonry and joinery. In addition, the GDS assists 

the BACS in managing and CO-ordinating training programmes for entrepreneunhip, and in 

organizing workshops, seminan and coderences; as well as introducing new technologies 

into srnaIl-scale b~sinesses.~~ The impiications are that in the absence of such support, the 

training programmes of the NBSSI will ground to a halt. 

The severe hancial situation in which the NBSSI Ends itself is reflected its 

continuous and obsessive hunt for new sources of fhds. In the absence of sufficient funds, 

various needs assessments which the NBSSI is suppose to conduct are not undertaken. The 

organization is unable to get feedback from clients on how its seMces can be improved. 

Training is thus not achially based on needs of clients, and it is more theoretical than practical. 

Although there is the need for the NBSSI to organize fora regularly to get feedback from 

clients in the various regions, this does not happen. One official stated that 

We assume that problems confkonting clients in Accra are same for those in 
other parts of the counb-y, so training programmes are organized based on 
Accra expenences. It is also important that the NBSSI ensures effective and 
efficient monitoring and evaluation of the programmes and services that it 
provides if it is to have the desired effect on clients."' 

Finally, the NBSSI has had problems ernploying and retaining qualified personnel. 

People are not attracted to the organization because of the poor remuneration levels 

characteristic of most public agencies in Ghana. A project officer revealed that the overail 

'' Interviews Mth Pmject Officer, NBSSI, Ac- 16' August 1999, and Assistant Project Officer, NBSSI. 
Accra, 2"'' Aupt ,  1999. 

66 NBSSI, NBSSI h s ,  p. 1 1. 

"' interview with Project Officer, Accra, 16* August, 1999. 
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professional situation has not been able to keep up Pace with the manpower needs of the 

organization. In view of the fact that better conditions of s e ~ c e  are offered by competing 

employers like EMPRETEC and other NGOs, it has proved extrernely difficult to attract and 

retain the necessary skills and experience in the senrice of the NBSSI? 

NBSSI AND CLIENT FIRMS 

This section is devoted to the activities of the client fimis of the NBSSI. In the 

preceding sections, officials of the organization tdked about the positive effects of their 

programmes on client h s  in the face of numerous constrallits and problerns. In order not 

to take the assertions of NBSSI officials at face value, interviews were also conducted with 

client h s  of the organization to find out whether they would confirm or refiite the claims 

of the NBSSI. Thirty-six (36) client h s ,  19 fiom Accra and 17 fiom Kumasi were 

subsequently i n t e~ewed  for the study (See section on methodology in Chapter one for the 

approach employed for selecting clients). 1 begin by discussuig the characteristics of these 

client firms. Issues such as the year and reasons for establishment of businesses, and age of 

business owners are examined. The business activity of the entrepreneurs, their sources of 

capital and finance, educational backgrounds and other worker skills, marketing strategies, 

and cultural and political issues are discussed. Finally, the impact of the activities of the 

NBSSI on client finris is also analyzed. 



Characteristics of Client Firrns: 

Table 5.4: Year of Establishment 

1 1 Accra 1 Kumasi 1 

1 1991 to date I 9 (47) I 6 (35) I 
1 Total I 19 (100)69 I 17 (100) I 
Source: Research datdresults (1999). 

Small-scale entrepreneurid activities in Ghana expanded on a large scale to meet the 

unemployment situation in the country d e r  the SAP?' The study therefore sought to find out 

the history of enterprises. Table 5.4 shows that in both Accra and Kumasi, most of the 

enterprises were established afkr 1980. Specifically, while eight (42%) and 10 (59%) 

businesses were established in the 1981-1990 period, nine (47%) and six (35%) were 

established a e r  1990 in Accra and Kumasi respectively. This finding is consistent with the 

view that SAP layoffs and retrenchment forced people to create their own jobs as a way of 

ensuring their economic sumival and providing needed goods and services. 

" Throughout the study, the total of  figures may either not add up or exceed 100% due to rounding. 

See W. I. Tettey (1996), Cornputenkation andState the Capacity Building in Ghana: Evaluating the Impact 
of the New Information Technologies on Public Sector Refonns, Ph, D.  Thesis, Queen's University, Kingston, 
Ontario, Canada, p. 5 1. 



Table 5.5: Ernployment LeveIs among Client Firms 

Total 1 19 (100) 1 

Number of Employees 

Source: Research datalresults (1 999). 

Table 5.6: Type of Business Activity. 

Accra 

N (%) 

Tables 5.5 and 5.6 show the employment levels, and types of manufacturing activities 

Kumasi 

N (%) 

that NBSSI interviewees were involved in. The reasons given by intewiewees when asked to 

explain their decision for getting involved in various mail-scale business activities, included 

the desire to make a living, earn extra money to supplement farnily income, or become self- 



employed. The lack ofjob opportunities in the forrnal sector, the availability ofbusiness and 

market opportunities, profit-making, and the possession of the requisite expertise and know- 

how were dso motivations for starting mail-scale business ventures. 

Table 5.7: Age Distribution of Business Owners 

Age Groups 

Total 1 19 (100) 17 (100) 

Source: Research datdresults (1 999). 

31- 40 years 

41- 50 years 

Table 5.7 deds with the age distribution of business owners in te~ewed .  What is 

significant though is the fact that none of the inte~ewees was between the age of 21-30 

years. Since most Ghanaians cornplete theireducation by 25, one would have expected to find 

a number of such individuals in the sample. While the mal1 sample size could be a factor for 

the absence of individuals of this age group, it is also possible that most of them might not be 

attracted to the sector. Another possible reason for their non-involvement or absence is that, 

since the establishment of a business dernands capital, most people of that age group might 

not have the necessary h d s .  Their position might also not be helped by the general 

reluctance of financial institutions to provide loans to small-scale enterprises to start a 

business. Therefore, for both Accra and Kumasi, majority ofthe business owners interviewed 

were in the 3 1-40 and 41 -50 age groups. 

Accra 

N (%) 

Kumasi 

N (%) 

5 (26) 

IO (53) 

10 (59) 

6 (35) 



Capital and Finance 

We noted that accws to financial assistance and support fiom the banks is often a 

serious problem for small entrepreneurs. The banks rare1y assist them because their operations 

are often considered too risky. Interviewees were asked about their major sources of finance 

and capital before and after the establishment of their businesses. 

Table 5.8: Starting Capital 

1 Accra 1 Kumasi 
Sources of Capital 

Other I - - -  wu -1- 0 (0) 

Bank Loan 

Farnily & relatives 

Personai resources 

Friends 

N (%) 

Interview results show that almost al1 the interviewees got started with their 

businesses either through personal sources or through family support. Business owners also 

relied on gratuities, end-of-service benefits, severance packages and savings from previous 

employment as sources of capital- Table 5.8 indicates that in Accra, IO (53%) clients reIied 

on personal resources, six (32%) started with support fiom family and relatives, while two 

(1 1%) had to rely on advances of partial payment fkom customers who placed orders for the 

manufacture of particular products and goods. Conspicuously absent as a source of start-up 

capital was bank loans. In effect, client firms resorted to infornial means and social networks 

to start their businesses. The same picture emerges in Kumasi. Personal resources (53%), and 
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N (%) 
I 

0 (0) 

6 (32) 

10 ( 53) 

1 ( 5 )  

Total 

1 

0 (0) 

8 (47) 

9 (53) 

0 (0) 

Source: Research datalresults (1 999). 
19 (100) 17 (100) 



support fiom family and relatives (47%) were the only sources of capital for starting 

businesses. This hding is in keeping with earlier studies on this subject." 

Given that none of the client h s  relied on the banks as a source of securing capital 

to start their businesses, the issue of wàether they had applied and secured any bank loans 

after establishment of the business was explored. Surprisingly, twelve (63%) of the 

interviewees in Accra had applied for and secured some form of financial support from the 

banks to either purchase equipment or raw materials. The successful loan applicants however, 

added that apart fkom the amount they received being smaller than what they requested, the 

banks demanded collateral security in the form of houses, land and Ioan guarantors before 

granting the loan. Four clients (21 %) had never applied, while a M e r  three (1 6%) did apply 

but were unsuccessfbl. In Kumasi, three clients (1 8%) applied and secured bank loans, whiIe 

another client was planning on doing so. Ody one (6%) of the entrepreneurs who app lied did 

not secure the loan due to what she cailed "too much bureaucracy" on the part of bank 

officiais? However, a greater number of clients, twelve (71%), had never contacted or 

approached the banks for loans. 

Business owners had their reasons fornot seeking bank assistance, and they were very 

similar among in te~ewees  in both Accra and Kumasi. One i n t e~ewee  explained that 

when you ask the banks for loans, they ask you to come and Save with them 
fmt. But my point is, if 1 had the money, why would 1 come to them for 
assistance. And even if you get the rnoney fiom them, the interest rate is very 

" See H, Anheier & H. Seïbel (1987), Small-scale Industries and Economic Developmenr in Ghana. 
Saarbrucken: Verlag Breitenbrtch Publishers; E. Charniee-Wright (1997), The Cultural Foundations of 
Economic Developrnent, London: Routledge. 

i n t e ~ e w  with f e d e  client involved in textiles and clothing, Kumasi, 23"1 July, 1999. 



hi&, and they charge you h m  that very day. They do not give you any grace 
penod." 

while a second noted 

my initial inquiries at the bank reveded that they wouid demand al1 khds of 
collateral which 1 could not provide. When you are a beginner in the 
establishment of a business, because you do not have the collateral, you are 
unlikely to get the loan." 

Entrepreneurs had not applied for bank loans because they were discouraged from doing so 

by fnends and relatives; because they simply did not have the property to meet the bank 

collaterai secwity; by the high interest rates associated with the bank loans; by the 

cumbersome bureaucratic procedures involved; and because they believed the banks were 

prejudiced against them. 

While avoiding the banks in their search for hancial support and assistance, 

entrepreneurs looked up to non-banking hancial institutions Iike the NBSSI for loans and 

financial assistance to expand their businesses. However, entrepreneurs contended that the 

maximum amount of C 3 million (üSS 85% 14) given them by an organization like the NBSSI 

is ndiculously low, does not help them to meet the demands made by their customers, and 

results in their operating below their capacity. As one entrepreneur said "the pnce of the 

machine I need for my work is five times higher than the amount that the NBSSI is able to 

offer clients like myself."" Besides the smdl amounts granted under the various loan schemes, 

entrepreneurs complained that the process through which they had to go before receivùig the 

73 Interview with male client involved in paper, publishing and printing, Accra, 27"' JuIy 1999. 

74 Interview with male client involved in metals and engineering, Accra, 3ü" July, 1999. 

75 Interview with male client involved in metals and engineering, Accra, 5h August 1999. 
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Ioans was too long and cumbersome. Credit applications somethes take as long as a year to 

be processed, and even when loans are approved, it takes sometimes over three months before 

the cheque is fïnally issued to beneficiaries." 

When inquiries were made as  to why this was the case, it was suggested by one client 

that some members ofthe loan approving conmittee hold the view that recipients give "kick- 

backs" to lower level NBSSI personnel as opposed to them." Thus, they did not see the need 

to issue the cheques for the approved loans on time. For the NBSSI clients, the organization's 

efforts in the provision of hancial assistance have been woefiilly inadequate. Clients not only 

called for an increase of the financial assistance provided them, but also suggested that the 

period between loan application, submission and approval should be reduced. They were of 

the view that without such measures, it would be very difficult for entrepreneurs to utilize the 

financial assistance they receive, and also put into practice the skills and managerial 

techniques that they acquire under the EDP. 

Business Assistance Fund 

There was also the Business Assistance Fund (BAF). The objectives of BAF, which 

operates as a revolving fund, is to help entrepreneurs, ranging from srnall-scale indushes to 

limited liability companies in the productive sector and services, including manufacturing, 

mining, quanying and tourism, with loans of up to 250 million cedis (US $71,428.57)." It 

also aims at promoting managerial efficiency, and m a h g  industries economically viable over 

interview with d e  client involved in textiles and clothing (kente-weaving), Accra, 1 1"' August, 1999. 

78 interview with Project Officer, BAF Secretariaî, Accra, 2gh Apd, 1999; BAF Secretariat (no date), Bnef 
on the Business Assistance Fund, p. 3. 



the long term. Under the BAF scheme, potential beneficiaries fiIl an application form which 

inquires about their capital resources and types ofbusiness activity in which they are ïnvolved. 

This information is summarised by an officer ofthe BAF Secretariat and subsequently passed 

on to the BAF Loan Committee at the Ministry of Trade and lndustry ( M o n )  which makes 

final approval of who gets the lem? 

Five of the nineteen f h s  (26%) in Accra and another twelve (7 1 %) of the business 

owners in Kumasi, however, had not heard about this loan facility. Those who had (74% in 

Accra and 29% in Kumasi) were very skepticd about their chances of getting any financial 

assistance f?om the BAF because they believed that the govemment was only using it to 

distribute patronage to individual clients. According to one client, 

even if the govemment is helping, there is too much of "whom you h o w . "  
There are party favourites who get everything. The system is not open and 
transparent. You get fnistrated when you are chasing things like the award of 
contracts and financial assistance that should be open to aLgO 

For ano ther, 

B AF is for politicians. They ask you to fi11 forms and draw-up business plans. 
You do so, but they keep deceiving you until you are fed upe8' 

According to a third client, 

79 The Loan Committee which is chaired by the Minister of Trade and hdustry, includes the Minister of 
Finance, Govemor of the Bank of Ghana, Executive Secretary of the Ghana Export Promotion Center 
(GEPC), Executive Director of NBSSI, Director of the Private Enterprise Foundation (PEF), and the 
Presidents of each the following bodies: Association of Ghanaian industries (AGI), Ghana National Chamber 
of Commerce and Industry (GNCCI), Ghana Employers' Association (GEA), Federation of association of 
Ghanaian Exporters (FAGE), and Council of Indigenous Business Associations (CIBA). 

sa Interview with male cLient invoIved in printing and pubiishing, Accra, 27* July 1999. 

Interview with male client involved in wood-processing, Accra, 6" August 1999. 



the form and file would get missing if you do not give officiais kick-backs. 1 
paid so much to a consultant to help me write a business plan for BAF. 1 
presented the plan to the Secretariat. It has been two years but 1 have still not 
heard anythhg 6om them. 1 guess rny kick-back was not huge enougks2 

For these clients, since the system of loan administration has not acted in the way that it is 

expected to, the BAF had become a medium through which a few individuals were using the 

state to accumulate wealth. However, the positive experiences of two entrepreneurs called 

into question the negative perception of the majonty of the business owners. According to 

one of the few entrepreneurs to have secured a BAF loan, 

1 have a positive view towards the BAF. 1 applied for C 10 million (US$ 
2857.14) and got C 6 million (US $1714.28). 1 paid religiously and a fiend 
who had gotten more money was surprised at my repayment habit. She like 
others had the view that goveniment money should not be taken good care OF. 
Initidly, 1 aiso had the view that without "connections" and support fiom 
influentid people, 1 would not get the assistance but I was proved wrong. 1 
went to the Secretariat not knowing anybody. 1 submitted my feasibility and 
business plan. They followed-up to my premises and eventually gave me the 
loan facility. So 1 find it surprishg that people Say it is political. 1 am the least 
political person you can h d .  My only concem with BAF is that instead of 
giving monies to industries in distressed state, they should assist those who 
are already doing well. If an enterprise is distressed because of improper 
management, no arnount of financial support wouIdresuscitate it, Incidentally, 
it is such enterprises which receive huge amounts and do not repay. They 
affect the chances ofpeople like us who need more assistance and are willing 
to repay? 

According to the other entrepreneur, a processor of spices, seasonings and preservatives, she 

received part of the loan she applied under BAF. However, her disappointment with the loan 

was that the amount she asked for was "slashed as is the case every-time. A governrnent 

official told me that I do not need (380 million (SUS 22,857.14) to process foods. You do not 

interview with d e  client involved in kente-weaving/gaments, Accra, I l"  August, 1999. 

I n t e ~ e w  with female client involved in dothing and fashion designing, Accra, lgLh August, 2999. 
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have to Say that to discourage entrepreneurs who are trying their best to contribute to the 

economy of the comtry."" 

Education and Worker Skills 

Table 5.3: Educationd Levels of Business Owners. 

I 1 
- - 

No formal education 1 (6 )  1 
Type of Education 

Total I r 9 (100) I 17 (100) l 
Source: Research data/resuits (1999) 

Based on the data colfected, it can be observed from TabIe 5.9 that in Accra, 26% had 

secondary level education (O & A LeveIs), 16% had vocational and technicd education, while 

37% had universityltertiary level education. That for Kumasi showed the following: 24% 

completed secondary schools, 1 8% had vocational and technical schooling, while another 

24% had university/tertiary level education. Finally, three (16%) of the NBSSI clients in 

Accra had no formal education, compared to one (6%) in Kumasi. Considering the fact that 

a greater number of Kumasi clients, five (29%), only had primary level education as compared 

to one (5%) in Accra, it is clear that more clients in Accra had more advanced education than 

the Kumasi based clients. 

Accra 

N (%) 

-- -- -- - -- 

84 interview with fernale client invoived in preservatives and spice proccssing, Accra, 16& August, 1999. 
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In Ghana, self-employment has generaIly been low among individuals with university 

schooling?' Since most educated people until the 1980s preferred to work in "white-collaf 

jobs, it was surprishg that the number of educated individuals involved in small-scale 

enterprises was relatively hi&. However, the hi& levels of education among the 

entrepreneurs, some of whom possessed either bachelors or Masters degrees, could be 

aîûibuted to the fact that some of these individuals had retired or been retrenched fkom the 

public services. 

To improve upon their managerial competency, an overwhelrning number of client 

h s  in Accra (74%) and Kumasi (100%) had attended the training workshops organized by 

the NBSSI through the EDD and BACS. What can be considered striking was the extent to 

which client h s  made use of the business counseliing and advice offered h e m  by the 

NBSSI. The in te~ewees  suggested that they acted on the advice and extension services 

provided by the NBSSI during the EDP, and thus spoke highly of the positive impact of the 

training programmes on their business. The EDP, according to entrepreneurs, encouraged 

them to be business-like in their approach, and to know that business should be profit- 

onented. It also made them aware of marketing opportunities, the need for proper pricing 

techniques, foreign negotiations, better customer relationships, quality control, increased 

efficiency, and the need to eliminate waste in the production process. 

In addition, owners of the client firms spoke of how they had become conscious of 

the importance ofrecord-keeping in their businesses, and considered it as the most significant 

1. Cobbe (1991), "The Political Economy of Education Reform in Ghana," D. Rothchild (ed), Ghana: The 
Political Economy of Recovery, Boulder & London: Lynne Riemer Publishers, p. 1 03. 



impact on their business activities. Thus, financial control and management of the business 

seem to have improved significantly mong  client h s .  With the development of record- 

keeping (hancial and administrative) habits, entrepreneurs were now in the position to check 

their input-output relations, as well as h o w  whether they were rnaking profits and losses in 

their businesses. It also provided them with information and easy reference to the business' 

progress, which in him enabled them to remunerate the workers better and more fairly. 

Finally, it had become easier for entrepreneurs to engage in stock-taking, and also draw-up 

feasibility reports which could be used for loan applications fiom the banks and other hancial 

institutions. On the whole, therefore, one can state that client fïrms were generally satisfied 

with the entrepreneurid training they received fiom the NBSSI. One client surnmed it up best: 

Since the success ofany business or enterprise rests largely on the cornpetence 
of the entrepreneurs in such areas as efficiency and effectiveness, the training 
programmes offered by the NBSSI are very good. 1 have benefitted tiom 
training programmes in areas such as preparation ofbusiness plan and record- 
keeping. This helps my business to h o w  how well it is doing." 

Marketing 

The marketing techniques employed by client h s  in both Accra and Kumasi loo ked 

very similar. Most chent h s  (53% in Kumasi and 63% in Accra) stated that their 

manufactured goods were sold directly to customers based on advanced orders rather than 

producing for stock. Such producer-customer relations were often established over long 

periods of tirne. Accordhg to these entrepreneurs, poor market responses and the tying-up 

of capital when producing for stock were the reasons they manufactured and sold their 

86 Interview with femaIe client involved in textiles, clothing and designing, Accra, 5' August, 1999. 
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products rnainly on advanced orders. Manufachirers thus relied on their network of customers 

and on û-ade fairs held in the country to market their products. According to one entrepreneur 

1 guess I would Say that the fairs expose us. The greatest of such exposure 
came when 1 was selected to be part of an exhibition during the First Ladies 
Conference in Ghana. This Conference was a follow-up to Beijing, and it was 
aimed at showcasing the &des women had made afler Beijing. The fair 
component of the Conference resulted in people buying my goods, and that 
really helped my business." 

Apart fiom marketing their manufactured products based on advanced orders, only 

a srnail number of manufacturen (6% in Kumasi and 26% in Accra) sold their products 

outside of the country. These enterprises, mostly in the handicrafts, and garment and textile 

industries, exported some of their products directly to Western Europe and North Arnenca. 

One suc h exporting manufacturer pointed out that 

We are trying to corne up with unifonri AfÏican clothing which is being mass 
produced by some Asian countries because of the problems we have with 
standards. When people get orders to produce, they produce different things 
dthough they are supposed to produce the same items. We have an 
association which is tryïng to bring in people to help us overcome this 
problem. We cannot meet mass production demands. There is the need for 
small-scale enterprises to be honest, keep to job delivery M i e  and strive to 
excel in the local and international market?8 

Most of the intemiewees (94% in Kumasi and 74% in Accra) stated that they did not engage 

in direct exports of their products, although some customen did sel1 the products outside the 

country d e r  purchashg them. In light of this state of affairs, very little advertising was 

undertaken for the products. Entrepreneurs (88% in Kumasi and 89% in Accra) suggested 

that it was costly to do so, and that they could also be overwhelmed by public demand after 

" Interview with female client involved in textiles, clothing and fashion designing, Accra, lgLh August, 1999. 

" Interview with female client involved in textiles, clothing and fashion designing, Accra, 5"' August, 1999. 



advertisements. There was concem that the inabibty to meet dernands and deadlines could 

harm the reptation of the business. In addition, since production was based mostly on 

advanced orders, they felt there was no need to advertise or engage the seMces of sales 

personnel. 

Marketing of manufactured products was, however, an area where dissatisfaction with 

the performance of the NBSSI was expressed by interviewees. Despite the efforts of the 

NBS SI in helping clients to exhibit and market their products, it was accused of favouritism 

when it came to the selection of h s  for trade fairs. According to one dissatisfied client, the 

NBSSI always selects the "same old and favourite" clients to exhibit at these fairs without 

giving new clients the chance to do so. For this client, during the 5" fican-African 

Amencan Summit held in Accra between 1 5h-22d~ay 1999, small-scale manufacturers had 

to pay too much to exhibit their products during a fair held as part of the summit. However, 

according to him, nothing happened with regard to sales and marketing. While not blaming 

the NBSSI, he suggested that although contracts had been signed for the export of 

traditionally woven kente-clothes and handicrafls, the "big-medbig-wornen" gave their 

favomites the chance to supply the orders made under the contract. He even charged that 

since some government officials were themselves involved in the kente and handicraft 

business, they took the orders for themselves. For this interviewee, the opportunistic 

behaviour of government officials was obvious." 

89 interview with male client invoIved in textiles and clothing (kente-weaving), Accra, 1 1' August, 1999. 
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Political and Cultural Questions: 

Association Membership and Lo bbying: 

One of the aims of the NBSSI has been to encourage its clients to form associations 

to lobby the govenunent to formulate and implement policies that would be favourable to 

their businesses. Interviewees were asked about their membership of various associations, as 

well as the benefits they derived fiom such membership. Although rnost interviewees (1 8 in 

Accra and 14 in Kumasi) were members of various professional and trade associations,w they 

revealed that these were not necessarily ones that helped thern in the development of their 

businesses. Business ownen were also asked ifthey had been in contact with political leaders 

like Members of Parliament (MPs) and other influentid people in society to ensure that the 

government supports the small-sector manufacturing sector. 

Table 5.10: Contacting MPs and Government Officiais. 

Table 5.10 [a] 

* CLients were members of associations like the Ghana Hairdressers and Beauticians Association, Ghana 
Taiiors and Dressmakers Association, Ghana Co-operative Bakers Association , Ghana Furniture Makers 
Association, and Ghana Handicrafts Association- 

Gender 
Male 

Femaie 

Accra 
Yes 

3 
2 

Kumasi 
No 
7 
7 

Yes 
t 

O 

No 
7 
9 



Table 5.10 [b]. 

Education 

No Formal 

Table 5-10 [ c] 

Primary 

Secondary 

Technical & 
Vocationai 
University1 
Tertiary 

Business 1 Gender 1 Accra 1 Kumasi 1 

Gender 

Male 

Male 
Fernale 
Male 

F e d e  
Male 

Female 
Male 

Fernale 

Accra 

1 
O 
3 
1 
1 
2 
1 
3 

O 
O 
O 
1 
O 
O 
2 
f 

Activity 1 

Source: Research data/results (1 999). 

Yes 
1 

Kumasi 

Yes 
1 Met& & 

Food 
processing 
Wood 
processing 
Textiles & 
Clothing 

Hairdressing 

processing 

Publishing & 
Printing 

Overwhelmingly, clients (sixteen out of seventeen- 94% in Kumasi, and fourteen out 

No 
1 

Yes 
O 

1 
O 
O 
O 
O 
O 
O 
O 

Male 

1 
6 
1 
O 
O 
1 

O 

of nineteen-74% in Accra) had not done so because they suggested that hi&-ranking 

No 
1 

2 
2 
2 
2 
2 
1 
O 

4 - 

No 
4 

Engineering 

Male 
Female 
Maie 

Femaie 
Male 

Femaie 

Male 

F e d e  
Male 

Femaie 

individuals were more interested in helping themselves as opposed to society at large (Table 

O Femaie 1 O 

O 
O 
1 
O 
O 
O 

O 

Detergent 
Manufacturing 

Leather 

1 

O 
1 
1 
O 
1 
1 

O 

5.10). Inte~ewees thought it would be fnistrating and a waste of time and resources to try 

Yes 
O 

1 
2 
3 
1 
1 
2 

O 

O 
O 
O 

O 

O 
O 
O 

No 
2 

O 

2 

O 
1 

1 

F d e  
Male 

Female 

Male 

O 

O 
1 
O 

O 
O 
O 

O 

O 
O 
O 

O 

O 
O 
O 

O 
O 
O 



to lobby such individuals, since nothing productive or meaningful wilI corne out nom 

politicians. We see from Table 5.10 that the gender, education and manufachiring activity of 

clients did not seem to make a difference on this issue, since not only did they have a low 

opinion of MPs and other govemment officials, but also they felt aiienated from the political 

process and state apparatus. 

Control and Authoritarianism: 

The importance of good management to the success of a business c m o t  be 

overemphasized. A crucial principle of good management is the need to not only have a 

division oflabou. and specialization, but also an organizational arrangement that ensures that 

workers are involved in issues affecthg the business. Kuada has argued that organizationd 

leaders, such as business owners, must constantly assess the level of motivation and ability 

of then workers and subordhates to detennine how to get the best out of them. For him, an 

effective leader is one who treats his subordhates as individuals and ensures that his 

leadership styles fit hto the requirements of each individual subordinate and worker. By 

implication, rather than closely s u p e ~ s i n g  the activities of employees, an effective leader 

would be one that adapts to different situations and gives employees some leeway regarding 

thek activities and issues clear-cut instructions and decisions only on crucial issues, and when 

an employee is new?' 

Ghanaian society, however, is said to be characterized by authoritarian relations.92 To 

'' J. Kuada (1994), Managerial Behuviour in Ghana and Kenya: A Cultural Perspective, Aalborg: Aalborg 
University Press, p. 126. 

92 See M. Assimeng (198 l), Social Structure of Ghana, Accra: Ghana hblishing Corporation; J. Kuada, 
Managerial Behaviour in Ghana and Kenya; S.N. Woode (1997), Values. Standards and Practices in 
Ghanaian Organizational Lifte, Accra: Asempa Publishers. 



examine whether entrepreneurs exhibiteci the authontarian tendencies characteristic of 

Ghanaian society, fim owners were asked about their views on employee participation in 

decision-makiug and the extent to which workers could take mundane decisions conceming 

the business without approvai from the owner. Regarding the first question, there was 

ovenvhelming support for the view of worker involvement in decision-making: 17 of the 19 

interviewees (89%) in Accra and al1 ( 2  00%) in Kumasi stated that workers and subordinates 

were invohed or consulted in decision-making. The business owners favoured worker 

participation because they believed that such a participatory approach most often leads to 

better productivity, and also f iords workers the opportunity to give suggestions which could 

be helpful to the progress of the business. While one of the clients argued that he involved his 

workers because "1 believe in self-motivation and self-initiative,"93 another added that "it takes 

some of the stress of decision-making off the boss."" 

Such responses of business owners seem to suggest that workers had an input in 

decision-making. However, a deeper examination reveals that support for giving workers the 

chance to take decisions on their own without approval from the owner was less manimous. 

OnIy a rninority of interviewees, seven of 19 (37%) in Accra, and six of 17 (35%) in Kumasi, 

were inclined to give workers the chance to take decisions without supervision and approvai 

(Table 5.1 1). For these business owners, doing so gave workers the sense of belonging, and 

served as an incentive to perform their duties to their optimal capacity. Through that, the 

owners believed that their businesses c m  better realize their objectives of survival, growth, 

-- 

9' Interview with male client involved in printing and publishing, Accra, 27"' July, 1999. 

interview with male client involved in wood-processing, Accra, 6"' Augusî, 1999. 
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expansion and increased profits. However, the majority of interviewees (twelve-63% and 

eleven-65% in Accra and Kumasi respectively) did not express support for workers taking 

decisions or personal responsibility without their approval (Table 5.10). For them, by virtue 

of being the owners, not only did they have to know what was going on in the business, but 

aIso they had to issue instructions to workers. 

Table 5.1 1 : Allowing Workers to Take Decisions. 

Table 5.1 1 [a] 

Table 5.1 1 pl. 

Gender 

Education 

, No Formal 
I 

'w 
Secondary 

Technical & 
Vocational 
University1 
Tertiary 

Kumasi 

Maie 

F d e  

Yes 
4 

2 

Gender 

Male 

Femaie 
Male 
F e d e  
Male 
F e d e  

No 
4 

7 

Accra 

1 
O 
O 
1 
1 

Yes 
5 
2 

Accra 

No 
5 

7 

Yes 
2 

Kumasi 

1 
1 
2 
2 
3 

No 
O 
1 
O 
O 
2 

Yes 
O 
O 
2 
O 
2 

Fernale 
Male 

F d e  
Maie 

No 
1 
O 
1 
2 
O 

O 
1 
O 
1 

O 
O 
O 
O 
2 

2 
2 
1 
O 
2 



Table 5.1 1 Tc1 
L J 

Food 
processing 
Wood 
processing 
Texales & 
Clothing 

Hairdressing 

Detergent 
Manufacturing 

Examination of the responses of business owners against selected variables Iike 

Accra 
Yes 1 No 

Business 
Activiîy 

Kumasi 

Male 
Female 
Male 

Female 

Leaîher 
processing 
Publishing & 
Printing 

gender, education and manufacturing activity showed that for both Accra and Kumasi, female 

Gender 
Yes 

Male 
Female 

Male 

Female 
Male 

Female 

clients were Iess likely to allow workers to take decisions without their approvd (Table 

Metais & 
Engineering 

No 

O 
2 
2 
O 

Male 
Female 
Male 

F e d e  

5.11 a). This is significant and interesting since the total number of inte~ewees was almost 

Male 
Female 

1 
O 
O 

O 
O 
O 

evenly divided between genders. Furthermore, while the expectation was that with increasing 

1 
O 

L 
O 

1 
5 
O 
O 

O 

O 
1 
O 

education, owners of h s  would be less authoritarian, that was apparently not the case. A 

4 1 1 
O O 

O 
2 

O 

O 

greater number of more educated proprietors, eleven and seven in Accra and Kumasi 

O 
1 
1 
O 

respectively, were reluctant to dlow workers to take decisions on their own (Table 5.1 1 b). 

1 
2 
2 
1 

1 
1 

O 

O 

O 
O 
O 
O 

O I 1 
O O 

While this evidence does not irnply that ail educated srnall-scale entrepreneurs had this 

O 
1 

O 

2 

O 1 O 
O O 

O 
O 

orientation, on the bais of the information gathered for this study, NBSSI clients with 

O 
1 

O 
O 

secondary or higher education were less likely to allow workers to take their own decisions. 



Finally, male metal workers and female food-processors were those least Likely to allow 

workers to take decisions without owner approval (Table 5.1 lc). The overall conclusion that 

can be drawn as a result of the evidence in Table 5.11 is that the orientation of most owners 

remains authontarian. They believed there was no reason why they should be by-passed on 

decision-making. As Kuada found in a similar study, for nich owners, who think that every 

decision should emanate fkom them. the "big-man/big-woman" in charge should always be in 

control in their management practices, as well as in other relationships? 

Extended-Famiiy System, Ethnicity and EmpIoyment of Workers: 

In any national business endeavour, it is often expected that the best qualified 

individuals possessing the requisite skills and expertise should be employed to enable the 

business to realize its objectives. In discussing the cultural characteristics of Ghana, we made 

mention of the great importance individuds attach to the extended-family system. Such is the 

cornmitment and obligation that Ghanaians have towards the extended-lamily system that 

successfûl business owners are normally expected to employ family members and also provide 

financial support for hem, although the expenses incurred in support of many dependents 

constitute a heavy drain on profits that could be saved and re-invested to expand the 

business?' in order to find out how the extended-family systern affects business operations 

of Ghanaian entrepreneurs, the owners of smdl-scale enterprises were asked about the 

involvement of extended-family rnembers in their businesses, as well as about how their 

95 See J .  Kuada, Managerfa1 Behoviour in Ghana and Kenya, p.  133. 

'' P. Garlick (1971), Afncan Traders and Economic Dweloprnent in Ghana; K.  Gyekye (l997), Tradition and 
Modernity: Philosophical Rejlections on the AjZcun Erperience, Oxford: Oxford University Press, p. 254. 



financial responsibilities and obligations towards the extended-family system affected their 

business operations. 

Table 5.12: Employment of Family Memben. 

Table 5.12 [a] 

Education 

No Formal 

Pnmary 

Secondary 

Tecimicd & 
Vocational 
University/ 
Tertiary 

Gender 

Table 5.12 [cl 

Table 5.12 M. 

Male 

Femaie 

Gender 

Male 
FemaIe 
Male 

FemaIe 
Male 

Fernale 
Male 

Female 
Maie 

F e d e  

Accra 

Business 
Activity 
Metals & 
Engineering 

Food 
processing 
Wood 
processing 
Textiles & 
CIO thing 

Hairdressing 

Detergent 
Manufac turing 

Leatber 
processing 

hblishiÏlg& 
Prïnting 

Kumasi 
Yes 
5 

2 

Source: Research datdresults (1999)- 

Gender 

Male 
Female 

Male 
L 

F e d e  
Male 

Female 
Male 

F e d e  

Male 

F e d e  
Male 

Female 

Male 
Femaie 
- 

Male 
Fernale 

Yes 
6 

2 

No 
5 

7 

Accra 

Yes 
3 
O 

1 
2 
O 
O 
1 
O 

O 

O 
O 
O 

O 

O 
.. - 

O 
O 

No 
2 

7 

Yes 
2 
I 
O 
O 
2 
1 
O 
O 
1 

Kumasi 

Accra 
No 
2 
O 

O 
5 
2 
O 
O 
2 l 
O 

O 
O 
O 
O 

O 
1 
O 

Kumasi 

No 
O 
O 
1 
O 
1 
1 
1 
2 
2 

O 

Yes 
O 
O 
2 
O 
2 
O 
2 
O 
O 

Yes 
2 
O 

O 
1 

No 

1 
O 
1 
2 
O 
2 
O 
1 
O 

No 
O 
O 

1 
2 

4 l 2 - 7 

2 
I 
t 
O 

O 

O 
O 
O 

1 

O 
O 
O 

1 
O 
O 
2 

O 

2 
O 
1 

O 
O 
O 
O 



The findings ofthis aspect of the research was that a significant proportion ofbusiness 

owners, seven (37%) and eight (47%) in Accra and Kumasi respectively, considered the 

involvement of f a d y  members as being good for their h s  (Table 5.12). Such interviewees 

were of the opinion that rather than having iniraical effects, there were inherent advantages 

of famiIy members being in the business, and thus strongly favoured emp 10 ying them. For 

them, the rationale behind the employment of family members was that by working in the 

business, family members could Ieam the "in and out" ofthe business and ultimately take over 

in the absence of the owner. Hence, participation by extended-family members was seen as 

being crucial forthe long-term survival oftheir businesses. In addition, such business owners 

saw emplo yment of family members as a way of dealing with the unemp Io yment of farni ly 

rnembers, and a responsibility, since the extended-family had in one way or the other 

supported them in the course of their lives. For one particuiar interviewee, his family had a 

long history and tradition ofbeing in business together, so he did not see anything wrong with 

training interested farnily members in what he considered a family professiodtrade and 

employing them thereafter." 

Nonetheless, a majonty of interviewees- 1 2 out of 19 (63%) in Accra, and nine of 1 7 

(5 3 %) in Kumasi- did not have family members in their businesses, and preferred it to be so. 

The tendency among these business owners was not to involve family members, with some 

going to the extent of making it a formal policy because theirpresence could affect discipline 

in the work place. The general impression fiom the evidence is that fernale interviewees, to 

a greater degree than their male counterparts, regarded employment of family memben as 

97 Interview with client invoived in textiles and dothing (kente-weaving), Accra, 1 1" August, 1999. 
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being less important (Table 5.12a). More specifically, while female clients with at least 

secondary, and especially tertiary qualifications and in food-processing sector were the least 

Likely to employ family members, male clients in metals and engineering were the ones more 

inclined to do so (Tables 5.12b & 5.12~). This is a surprising finding since one would not 

expect business owners to employ family members, unless they are very qualified, in a 

technically more sophisticated activity like metals and engineering. The responses ofsome of 

these business owners regarding this issue were as follows: 

They are not supposed to be here since 1 do not want any business headaches 
fiom them?' 

1 personally do not like that and my farnily members are independently 
pursuing their own interestg9 

They would not like to work like other employees and apprentices, so 1 am 
happy they are not around in the bu~iness . '~  

Anotherrelated issue severai researchers have discussed is the financial support given 

by business owners to extended-family members. For instance, Garlick has argued that family 

demands and responsibilities tend to reduce a business owner's power to undertake effective 

business enterprise."" From the interviews conducted with NBSSI clients, one finds, in 

agreement with Garlick's position, that there are constant demands, and strong support for 

assisting extended-family members, which can be attributed to the cultural environment. For 

the majority of interviewees, 14 of the 19 (74%) in Accra and 16 of 2 7 (94%) in Kumasi, had 

98 interview with male wood-processor, Accra, 2"" August, 1999. 

99 i n t e ~ e w  with female client involved in food-processing, Accra, M y ,  1999. 

'00 Interview with male client involved in wood-processing, Accra, 30Lh July, 1999. 

'O' P. Gariick, Afncan Traders and Economic Development in Ghana, p. 100. 
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supported or were willing to support family memben for reasons like "the family was 

instrumental in my being brought up and making me what 1 am today"lo2 and because "in 

Ghana, it is modernization and westemization which is destroying our culture. Our family is 

our family. You have to help f d l y  members. You cannot go ~nconcerned."'~~ 

While some interviewees (seven of 17 of clients in Kumasi and six of 19 in Accra) 

believed that hancial support to extended-family members was a drain on their resources and 

a hindrance to businesses, since the fùnds used for such social maintenance could be ploughed 

back into the business for expansion, the majonty of the h owners (68%in Accra and 59% 

in Kumasi) rejected this suggestion. According to the latter group of clients, since they had 

developed the attitude of separating business and family hances, as well as offering 

themselves salaries, the support on most occasions were f?om their non-business finances. 

With economic s e c m  and survival as the forernost concems on the minds of fum owners, 

they were not going to take actions that would undermine their business objectives. It is 

therefore apparent that there has been some change in orientation and attitude among business 

owners regarding the provision of financial support to family members tiom what was 

observed by Gariïck. The fact that the views of Accra and Kumasi business owners were 

similar on this subject calls into question earlier suggestions that family demands have a 

predominantly negative impact on businesses. 

Ethnicity: 

Ethnicity was the final cultural issue addressed. Nukunya has argued that national 

'= interview with male client involved in merais and engineering, Accra, 3d August, 1999. 

'O3 ibid- 
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interests do aot obliterate local  aspiration^,'^ and Buame has dso suggested that strong 

attachments to ethnic groupings by individuals has the tendency to fiagrnent business 

activitie~.'~~ Given the perception of the widespread nature of ethnic b i s  in Ghana, the study 

sought to explore the extent to which ethnic considerations influenced the decision-making 

of owners of mall-scale enterprises, and their implications for the industrialization process. 

In dealing with this issue, one reaiizes that there are multiple ways of finding out how 

ethnicity influences the employment process ofentrepreneurs. One way of getting the relevant 

information was to explicitly ask entrepreneurs about the ethnic groups they preferred and 

iiked to work and do business with. However, it was not expected that entrepreneurs wouId 

openly state their ethnic preferences. 

To overcome this problem, business owners were asked about the ethnic group to 

which they belong (See Table 5.13), as well as the criteriaused in employing workers. They 

were asked to be as detailed as possible in their responses to the second question. When an 

i n t e ~ e w e e  had finished identiwg ail the factors he/she considered, they were asked directly 

whether they did or did not consider ethnic factors before employing their workers. Being a 

sensitive topic which might resuit in i n t e ~ e w e e s  giving less forthright answers, the language 

usually spoken among workers and by the owner to workers was also noted. While such 

observations and questions about the issues relating to ethnicity were not going to provide 

any definitive result, it at least gave an inkling of the ethnic backgrounds of the people who 

'" G. Nukunya (1992), Tradition and Change in Ghana: An Introduction to Sociology, Accra: Ghana 
Universities Press, p.221. 

'O5 S. K. Buame (19961, Entrepreneurship: A Contextual Perspective. Discourses and Praris of 
Entrepreneunal Activities Within the institutional Context of Ghana, Lund: Lund University Press. 



were mostly employed by business owners. 

1 Total 1 17 (100) 1 19 (200) 

Tabie 5.13 : Ethnic Composition of Interviewees 

Source: Research datalresults (1999). 

Ethnic Group 

Based on these research techniques, the overall impression was that some business 

owners (two each in Accra and Kumasi) obviously considered ethnic factors in ernploying 

their workers. Since these clients believed that various ethnic groups have their own attitudes. 

they preferred not to work with people fiom particula. ethnic groups. For instance, one such 

client suggested that since the Kwahu's, who are part of the Akan ethnic group, are noted for 

their dominance of the retail and trading sector, he was unlikely to have them in his work- 

force, since they might be apathetic to the manufachiring activity he was involved in.'06 

However, the remaining interviewees were of the opinion that ethnicity was inconsequential 

to their decision of whether or not to hire an individual. According to one businessman, "it 

will not help in ourgrowth ifwe consider ethnicity. 1 believe employing members of my ethnic 

group might sometimes cause a detenoration in the business, since such people might take 

things for granted, because familiaxity breeds c~ntempt."'~' Another noted that he was more 

likely to employ individuals with whom he had shared the sarne educational experience even 

'O6 Interview with male client involved in wood-working, Accra, 13' August, 1999. 

1 O? interview with male client involved in meials and engineering, Tema, 5"' August, 1 999. 
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though they might not be corn the same ethnic g r o ~ p . ' ~ ~  

There are distinctive ethnic and cultural identities among Ghanaians, and this 

sometimes becomes sharply drawn when individuals move to a cosrnopoIitan town. 

Furthemore, not only is there some degree of ethnic stereotyping in Ghana, but also some 

political leaders have in the pst exploited such ethnic identities and sentiments to fùrthertheir 

own selfish political ends. While found in certain quarters, however, ethnic bias is not 

necessarily entrenched within Ghanaian societies as a w h ~ l e , ' ~ ~  especially in cosmopolitan 

areas like Accra. This is because urbanization, which brings people of diverse backgrounds 

into constant interaction with each other, while sometimes accentuating ethnic bias, 

apparently has in the case of Accra not done so. The diversity of ethnic groups in the 

cosmopolitan setting makes it difficult to make ethnic considerations an important and 

prominent feature in decision-making. This view gets support when one considers the voting 

pattern of Ghanaians in the 1996 presidential and partiamentary elections. As Nugent argues, 

there was rnanifestly a difference between urban and rurai vo ting behaviour, ' 'O giving support 

to the suggestion that the negative effects of ethnicity are sometimes reduced arnong urban 

dwellers. For, despite their ethnic differences, the urban residents voted for particular 

candidates across ethnic he s ,  making their urban experiences more important in their voting 

behaviour than their ethnicity. This view is shared by Sandbrook, who states that in Ghana, 

ethnici~ manifests ody a moderate saliency, and that political and constitutional arrangements 

'O8 Interview with male client involved in publishing and printing, Accra, 20" July, 1999. 

109 J. Kuada, Managerial Behaviour in Ghana and Kenya, p. 173. 

"O P. Nugent (1999), Living in the past: Urban, nual ethnic themes in the 1992 and 1996 Ghana elections," 
Journal of Modem Afican Studies, 37,2, p. 306. 



have succeeded in rnuting ethnic cleavages."l 

Even in Kumasi, which is more homogeneous in terms of the ethnic make-up than 

Accra, clients suggested that since there were people fiom various parts of the country with 

whom they had conducted business for many years, they did not see the need to discriminate 

on the basis ofethnic backgrounds in the employment process. The boudaries oftrust seems 

at least to transcend ethnicity. We cannot, therefore, assume that business owners necessarily 

use ethnicity as the basis of social and business relations. Rather, expertise, technical h o w -  

how and training, as well as the willingness to work appear to be the factors considered 

be fore emp lo ying individuals. 

Concluding Remarks 

Since srnall-scale industrial activities became part of the economic landscape of 

Ghana, the NBSSI was estabiished to provide both hancial and non-financiai support and 

assistance to that sector. The conclusion that can be drawn as  a result of interviewing NBSSI 

officiais is th&, while the organization has the potential to realize its mandate, its efforts have 

been hindered by institutional, hancial, logisticai and poIiticai factors. Regarding the 

organization's client h s ,  the i n t e ~ e w s  again showed that while sorne of them are making 

efforts to become capitaiist and "modem" in their orientation and outlook by delegating 

responsibilities, as well as employing individuals on the basis of their competencies, the rate 

at which it is occurring can be described as relatively slow. 

While the context in which they operate impinges upon their business orientation, 

1 II R. Sandbrook (2000), Closing the Circle: Dernocrarization and Developrnent in rlfnca, London & New 
York: Zed Books, pp. 52,64. 



entrepreneurid training remains one of the most potent strategies that can go a long way in 

changing the attitude of business owners and developing a modem class of capitalist 

entrepreneurs. It is in this area that the role of the NBSSI and governrnent becomes even 

more important. While client firms generally expressed satisfaction with the training 

programmes provided by the NBSSI, the government has failed to provide adequate 

resources to enable the organization to continue with both its financial schemes, and non- 

financial programmes and services. Another aspect ofparticular concern was the fact that so 

many clients had no trust in the political system. There is clearly a need to develop trust in 

institutions and political practices, and one of the most appropnate ways of doing so would 

be to have a greater level of transparency in governmental processes and procedures, and a 

legal framework and administrative apparatus that treats individuals equally and fairly. 



CHAPTER SIX 

STATE AM) TECHNOLOGY: THE G W A  REGIONAL APPROPRIATE 

TECHlWLOGY INDUS'MUAL SERVICE (GRATIS1 

Introduction 

John Powell has stated that the essential stage in economic development rnust be 

technological innovation and e n g i n e e ~ g  progress in the productive sector, since it leads to 

a strengthening of the economic base and makes possible the social benefits that people 

crave.' Similariy, Smillie argues that the availability of technical expertise to design, fabricate 

and adapt machine tools are important variables in the attempt by countries to industrïalize. 

For hùn, without a local industry capable of testing and adapting technology to local needs, 

a country will remain totally beholden to outside interests and in£l~ences.~ The ingredients of 

design, fabrication and adaptation becorne even more important in a developing country like 

Ghana which has recently made mall-scale rnanufacturing the bedrock of its industrial 

developrnent. It should be pointed out that while srnaII-scde enterprises could contribute 

rneaningfiilly to the development of Ghana, the technology that is used by most of them is, 

to Say the least, rudimentary. Since most small-scale entrepreneurs lacked the institutional 

support needed for technological advancement, they applied limited technical knowledge to 

their operations. As a result, the qudity of the products of small scaIe entrepreneurs was 

'J. PowelI (1995), The Survival of the Fitter: Lives of Some Afncan Engineers, London: Intemediate 
Tecbnology Publications, pp. vii & x. 

' 1. Srniilie (199 l), Mastering the Machine: Poverty, Aid and Technology, London: Broadview Press, pp. 177- 
178. 



poor, and they were hindered in competing effectively on the product market.' It is in this 

regard that the creation of GRATIS in September 1987 to help upgrade small-scale 

manufactures by means of appropriate technology was seen as an indication of the country's 

cornmitment to develop the industrial sector by using a grassroots approach. This chapter 

discusses the impact of the programmes and services provided by GRATIS to its customers' 

and the estimated 1500 h s  registered nation-wide as clients? Analysis of the social 

characteristics of some client firms of GRATIS, and their cultural orientation to business is 

also undertaken. 

The Ongins of GRA'MS 

As noted earlier, in the 1 !VOS, Ghana experienced grave economic difficulties. in the 

face of shortages of foreign exchange to import spare parts and other badly needed 

rnachinery, the equipment of existïng manufachving b s  fell into disrepair, resulting in a 

sharp drop in their capacity-utilization. With the performance and output of large 

manufacturing firms and workshops being poor, srnall-scale manufachiring Brms sprang up 

throughout the major cities to meet the increasing need for çpare parts in various industries 

and for used vehicles.6 The hub of such informal manufacturing was the Suarne Magazine, 

' K. A. Ninsin (1992), "Planning for the Growth of S d - S c a l e  industries in the M o d  Sector: The 
Reaiities and Challenges of the Ghanaian Situation," E. Aryeetey (ed), Planning Afncan Growth and 
Development: Some Critical Issu=, Acm: BSER/UNDP, p.276. 

Customers are individuals and organïzations who purchaseproducts and sentices on a commercial basis from 
GRATIS, thereby enabhg the organ;7ation to cover part of its operating corn. Unlike clients, customers do 
not receive subsidies on the services provided by GRATIS (GRATIS, I998b, p.48). 

Clients are individuals who have registered their businesses with the iTïü client association with an aim 
of receiving financial assistance and other services. 

Powell, Survival of the Fiiter, p.3. 



located about 10 kilometres north of the city of Kumasi? As early as 197 1, it was estimated 

that there were about 5500 masters and apprentices employed in the Suame Magazine. In 

these places, a number of unpaid workers and apprentices learnt various manufacturing 

activities by watching their masters. Over a period of tirne, it was realized that the technical 

knowledge being passed on to these artisans deteriorated.' The establishment of the 

University of Science and Technology's (uST)' Technology Consultancy Centre (TCC) in 

January 1971 to serve as a link between the University and the public to facilitate national 

development changed the fortunes of small-scale enterprises for the better. 'O 

In the performance of its duties, the TCC obtained details of technologies that were 

developed in the university faculties and iri the process provided technical support to local 

workshops and entrepreneurs based on the expenence of pilot projects that it ran. Besides 

technological support and transfer to entrepreneurs, the TCC produced steel nuts and bolts 

for local use and also upgraded the skills of local artisans. However, as Smillie observed it 

became obvious to the TCC that "technology development and transfer were not going to 

take place on a university campus."" Although TCC staff made frequent visits to Suame 

Magazine and recniited apprentices nom the informal sector workshops, the Suame artisans 

' ibid., p. xi. 

ibid., p.7. 

'?he oame of the university has since 1997 been changed to the Kwarne Nkrumah University of Science and 
Technology (KNUST) to honour the memory of Ghana's f i ~ ~ t  President, 

'O 1. Srnillie, Maslering the Machine, p. 172; Powell, Survival of the Firrer, p -39. 

' ' 1. Srnillie, Mastering the Machine, Op. Cit., p. 176. 



seldom visited the campus.12 Therefore, an "Intermediate Technology Transfer Unit" (ITîU) 

was established in the centre of Suame Magazine in August 1980 to engage in more effective 

technology transfer. 

Given the wide range of rndactur ing activities gohg on at Suame Magazine, it 

became a starthg point for assisting and improving the skiils of artisans in Ghana. With the 

aim ofbringing technological transfer and upgrading to al1 the fitters and artisans, as well as 

providing community service, the ITTU inserted itself into the local systern of Suarne 

Magazine. At the Suame ITTU, artisans could make "regular contacts with TCC engineers 

for consultations on simple problems, for design assistance or business assistance. There, 

potential clients of a new technology such as out and bolt manufacturers, or potential buyen 

of a machine tool, could be m e d  in a production setting, sornetimes for a year or more 

before going out on their own."13 With the success of the technology transfer programme at 

Suame, the govemment realized that in the midst ofthe scarcity of spare parts, artisans could 

innovate and improvise to produce badly needed parts for the machines and equipment of 

manufacturers that had broken d o m .  The idea was that given the necessary support, people 

who were good in their manufacturing and light engineering fields could contribute to meet 

the technological needs of the country. 

By mid-1980s, the ITZZl started to become a national phenomenon. Agencies like the 

United States Agency for International Development (USAID), Canadian International 

Development Agency (CIDA), and the European Union (EU) as weI1 as the Ghanaian 

" Powell, Survival of the Fitter, p. 24, 

" Smillie, Mastering the Machine, Op. Ci?., p. 176. 
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govemment provided financial and technical assistance for ITTüs to be established in other 

parts of Ghana Since the lack of technical personnel and engineers was considered a 

constraùit on the industrial development of the country, an umbrella institution called the 

Ghana Regional Appropriate Technology Industrial Service (GRATIS) was established in 

1987 and charged with the promotion of industrialization and technology transfer in Ghana." 

rfRA ris' maadate was to see to the establishment of ITTUs in al1 the regions of Ghana, and 

to CO-ordinate the ITTUs which were to provide technology &ansfer services to srnall-scale 

industries. '* The origuis of the GRATIS Project therefore lies with the University of Science 

and Technology's (UST) decision to fhd ways to bring improved technology through the 

TCC to the thousands of local entrepreneurs and artisans who were engaged in various forms 

of rnanufachuing activities at the Suame Magazine. Through its national network of ITTUs, 

GRAnS is able to provide technicai training programmes, and technology trmsfer, as well 

as client and customer se~vices.'~ 

GRATISlITTUs Programmes and Services 

The content of an effective vocational and technicai educational system cannot be 

ignored in any industrialization process. Although the govemment of Ghana has over the 

years invested heavily in the provision of education for its citizens, less emphasis was placed 

on the vocational and technical training that is a sine qua non for achieving industrial and 

technological advancement. However, the govemment of Ghana as part of its SAP reformed 

'' ibid., p. 177. 

'' The various ITWs are located in Bolgatanga, Cape-Coast, Ho, Kofocidua, Sekondi-Takoradi, Sunyani, 
Suame/Kumasi, Tamale, Tema, and Wa- 

'' GRATIS, Five Year Business Plan, p.3. 



and restructurecl the country's educational system with the intention ofplacing more emphasis 

on technical and vocational braining through the introduction of the Junior Secondary School 

(JSS) and Senior Secondary School (SSS) systems. 

The introduction of the JSS was designed to expose students to basic pre-technical, 

pre-vocational and scientific skills and knowledge to enable [them] to discover aptitudes and 

potentialities that induce in [them] a desire for self-hprovement, while the SSS was to 

reinforce the skills and knowledge acquired during the years of basic education and SSS 

le~els.~' While the rationale for the educational reforms was laudable, it remains unclear 

whether its objectives have been realized after over ten years of experience. Given the rush 

with which the new educational system was implemented it has had to deal with a number 

ofproblems. Apart fiom the inadequate numbers oftrained teachers to handle al1 the subjects, 

particularly technical and vocational subjects, the tools and equipment for practical and 

workshop training were woefully inadequate. There were also problems of the poor 

remuneration of staff and the poor state of physical facilities and infiastructure that were 

essential for the educational reforms to s~cceed. '~ 

As a result of the problems associated with the new educational system, the burden 

of providing technical and vocational training to Ghanaians feu mostly on the shoulders of the 

few polytechnics and vocational institutions existing in the country, the Kwame Nkrumah 

University of Science and Technology (KNüST), the informal apprenticeship programmes 

17 O. Boeh-Ocansey (1997), Ghana 's Micro-Enterpnkes and infirmai secror. .. Bedrock for national 
Development? Accra, Anansesem Publications, pp. 28-30. 

'JJ ibid., p.15. 
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offered by skilled artisans in places like Suame, as well as on GRATIS and its network of 

ITTUs. It is in this vein that GRATIS/ITTUs7 technical training programmes and hurnan 

resources development needs to be mentioned. GRATIS/ITTUs technical training 

programmes and seMces are in the form of a four year technical apprenticeship available to 

Junior Secondary School (JSS) and Senior Secondary School (SSS) graduates, and through 

Mages  that the ITTUs have with various technical and vocational institutions, which permit 

their students to undertake "practical" attachments in various technicd endeavours at the 

I r n s .  

Under the technical apprentice programme, the various ITTUs admit five new 

apprentices each annually, fkom over five hundred applicants who have undertaken written, 

oral, and practical examinations. Since most vocational and technical institutions in Ghana 

lack machine tools and equipment, the practical attachments give students ofthese institutions 

hands-on experience in operating machines, costing O fjo bs and shop management. Through 

these programmes, artisans acquire skills in such areas as metal machining, welding and 

fabrication, woodworking and pattern making, and foundry work. In addition, there is the 

visiting apprentice programme where the IïTUs offer s hort-tem apprenhce training to 

clients, customers and their employees. This traùiing, which lasts between three to twelve 

months, enables clients and customen to improve their skills, leam new manufacturing 

methods, and aiso send their operators to obtain the relevant skills when they obtain new 

machine tools. Development services in the form ofoutreach programmes to promote careers 



in industry and technical trades for secondary school students are also undertaken by 

To irnprove the abilities of trainees to run their businesses and workshops effectively 

and efficiently, the technical training services have a management training component. The 

entrepreneurid and management development training involves such issues as basic record- 

keeping and accounting procedures, effective marketing strategies, management of fuiances, 

and costing and pricing of manufactured goods. Although a client can 

have the best workshop and best product, if you do not know how to get your 
products across, you would sit in your workshop. We incorporate business 
management and marketing into technical programmes, workshop 
management, and ais0 safety concems at the workshop. The training 
programme in the package outlined enable clients to work to specifications. 
For example, you c m  ask a carpenter to produce a table for you, and he 
would not be able to tell you how much materials he wouid need. But training 
improves this aspect of their work-engineering specifications, designs and 
drawing. In addition, there is cow consistency in their work, reduction of 
waste, proper budgeting, and costing which comes fiom their knowing the 
amount of labour and iime they spend in production and rnanufact~ring.'~ 

Through training programmes and senrices, clients and customers have re-organized their 

activities, and also incorporated new technologies into their operations. There has also been 

uicreased productivity, registration of businesses with the Registrar General's Department, 

opening of bank accounts, and better customer relations. The success of clients is seen in the 

fact that sometimes ITTUs sub-contract work to them2' 

j9 GRATIS, Five Year Business Plon, pp. 20-36. 

'O interview with Marketing and Publicity Officer, GRATIS, Tema, 30' March, 1999. 

'' ibid. 
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On technology tram fer, the seMces that GRATIS provides through its Engineering 

Design Centre (EDC) include adaptation, design, engineering drawing, development and 

testing. The EDC promotes and supports the local design and adaptation of technologies, the 

manufacture of tools, plant and equipment, and aiso assists clients to improve the quality of 

their products and services through educational upgrading. In undertaking these services, the 

EDC examines various technologies from abroad that seem relevant and useful to the 

Ghanaian context, ùnports and then modifies them to suite the Ghanaian environment. Apart 

fiom design and adaptation, individuals and organizations often request the ITTU/GRATIS 

to design parts for various machines and equipment which are no longer on the market. Some 

equipment may be out of stock h m  their original manufacturers because newer models might 

have replaced them. In circumstances iike these, fïrms which cannot afford the new models 

and lack parts for the older ones contact the ITTWGRATIS to replicate those parts for their 

use in case of equipment break-down. Currently, the EDC is focusing on designing a standard 

corn-mill. The EDC came to the realization that various clients and graduates of its technical 

apprentice programme produced their own versions of corn-mills. Such were the differences 

between these milIs that in the event of a breakdown, some users found it difficult to get the 

parts. The EDC is trying to solve this problem by developing a standard miIl that can be used 

by dl, with spare parts readily available? 

Besides the above functions and services, the EDC conducts market and feasibility 

studies for new products and maintains a data bank on products and designs for 

dissemination. One of the major headaches for technologists and scientists in developing 

" interview with Engineering Designer, GRATIS, Tema, 27" Apnl, 1999. 
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countries like Ghana has to do with rhe standardization oftechnological equiprnent, materials 

and products. The absence of specifkations makes it impossiile for up-and-corning 

practitioners in the field to progress in the development of their sk i~ l s .~  Therefore, the 

existence of the EDC has placed GRATIS on the path of solving problems associated with 

engineering design and product manufacturing. Since manufactured goods have to meet 

certain product and material specifications if they are to cornpete effectively in both the local 

and international markets, it is a significant advance that designs. drawings and their 

interpretation have become part of the services that the GRATIS offers to its clients. The 

technical advisory services, engineering and product design, and other consultancy services 

that GRATIS through its EDC pmvides to its clients and the general public at large is aimed 

at enabling thern to upgrade and expand on their operations and activities. This role of the 

EDC is complemented by the activities ofthe Ghana Standards Board (GSB), the soie agency 

entrusted by the government to ensure product standardization in Ghana. 

Apart fiom technology transfer, GRATIS offers advisory and lending services to its 

clients. The advisory services cowe l  prospective clients on how to become part of the 

various clients associations, and subsequently access the financial and non-financial seMces 

O ffered by the GRATISfiTTUs. When entrepreneurs make contact with GRATIS, visits are 

arranged to the premises of the prospective client." This serves severai purposes. First, it 

makes the GRATIS/ITTUs aware of the extent to which the prospective client is actually 

involved in manufacturing and the range of activities in which they are involved. It also leads 

?-' E. Mark ( 1997), "Standards will fuel industrial Achievemen&" GRA TIS News, Edition 26, p. 1. 

3 Interview with Marketing and Publicity Officer, GRATIS, Tema, 3 0 ~  March, 1999. 
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to the development of arelationship between GRATIS/ïM"iJs and the h s .  During such site 

visits by the I'MW personnel, the prospective clients are encouraged to legally register their 

businesses ifthey have not already done so. Advice is sometimes immediately offered on how 

to better constmct the workshops to protect rnachinery against £ires and other mishaps, 

improve the workshop Lighting and ventilation, and improve the production techniques? By 

ultimateIy becoming clients of the ITTUs, firms are able to use its facilities (tools and 

equipment) to cornplete jobs for which they lack the necessary rnachinery, sub-contract to 

and from the ITTUs, and aiso rent mal1 detached workshops on ITTU cornpo~nds.'~ 

More importantly, GRATIS provides lending facilties-Hire Purchase Scheme (HI'S). 

Working Capital (WC) and Turn-Key Packages (TU)-to its clients to enable them to 

undertake technological upgrading. The Hire Purchase Loan Scheme, which became 

operational in 1991 with fiinding from CIDA, has as its primary objective the provision of 

financial support to small-scale industries to enable them to purchase machine tools and 

equipment. There is no set Iimit for the amount a client can receive from GRATIS on the 

HPS, which depends on the purpose of the loan and the viability of the project in question. 

While no collateral would be required fkom clients before loans are given, d l  the machines and 

equipment supplied to a client by GRATISIITTU under the HPS is used as collaterd until a 

client repays a loan in full. In addition, clients must have a net worth equahg at least 25% 

of the amount requested. Through the HPS, artisans and manufachuers are now able to 

'5 GRATIS, Five Year Business Plan, p.40. 

'b ibid., p. 43. 



acquire the equipment and machinery to produce high quality goods that for a long time were 

lacking in the operations of m d a c t u r e r s  in the iight engineering sector. 

The HPS was augmented when the European Union (EU) supported the Working 

Capital Scheme in 1993 with an amount of 714 million cedis (US 5 1,633,530.85)" to enable 

clients of GRATIS to purchase raw matends and other non-capital inputs to engage in 

production activity? The WC enables clients to meet delivery periods, and also enjoy 

discounts from buik p~rchases .~~  Land, equipment and other assets are used as collateral 

under the WC. Finaily, there is the Turn Key Package (TKP) which was introduced by 

GRATIS in 1995 with fiuiding f?om CIDA to enable clients to purchase a new technology as 

a package, including the costs of fked assets, working capital and services such as training, 

engineering design, market studies and process engineering.'' 

While GRATIS makes available loans to its clients, applicants need to satisQ certain 

rigid requirements before they c m  qualify. GRATISATTU policy is based on the view that 

in order to make the desired impact, it had to be very selective and back only those fims 

believed to have the potential to make a contribution to the industrial and technological 

development of the country. Thus, not everyone is able to receive hancial assistance 6om 

the organization. To qualiQ for any of the GRATIS credit schemes, the app licant has to be 

first screened and certified by the respective ITTU RegionaI Manager. En addition, the client 

" The dollar equivaient is based on the 1993 exchange rate of US $1  to 437.09 cedis (ISSER, The Stare of the 
Ghanaian Economy in 1994, Legon: ISSER, 1995, p. 6). 

'H GRATIS (no date) GRATIS Lending Programmes, p. 3. 

'9 interview with Project Officer (Leading Section), GRATIS, Tema, 18"' June, 1999. 

'O E. Adjei (1 997), "Lending Strengthened," GRQ TIS Naus, edition 26, p. 12. 



must also meet the following requiremeats: must be a member of the ITTU client 

association;)' must be associated with the ITTU for at least one year ui the case of the HPS 

and six rnonths for WC; must have registered hisher business with the Registrar General's 

Department and must maintain a current bank account. These measures are aimed at ensuring 

that clients who receive hancial support have the ability to re-pay, and also follow modem 

business practice.'* 

Apart ffom meeting the above requirements, a loan applicant must also meet 

environmental and safety standards; and the business must aiso be the main source of income 

for the owner. When al1 these eligibility requirements and conditions are met by a loan 

applicant, the application will be forwarded by the ITW Regional Manager to the GRATIS 

Lending Section accompanied by letters of reference or guarantees made by Client 

Association members, who are themselves in good standing, together with a loan application 

appraisal fee of C 50 000 (US $14.28) for HPS and C 10 000 (US $2.85) for WC." For a 

lom whose repayment is spread over a longer period of time of five years, applicants to the 

HPS norrnally undergo more scrutiny before the loan is approved. When an applicant has met 

al1 the requiretnents, the application is reviewed by the Loans Committee which comprises the 

GRATIS Chief Executive, Finance O fficer/Accountant, Loans O fficer and the Regional 

Director of the Accra ITN,  who represents the various ITTus." While an entrepreneur can 

The client association is made up of business owners who have registered with GRATIS as clients, and 
formed the group to meet rnonthiy and discuss issues of concern and interest to their manufacturùig activities, 

'* GRATIS (no date) GRATIS Lending Programmes, p.4. 

interview with Project Officer (Lending Section), GRATIS, Tema, 18" hue, 1999. 



apply for and obtain a loan on more than one occasion, it also depends on the repayment rates 

ofclients and an individual client's performance. As a result ofthe screening process outiined, 

GRATIS/IW clients and especially loan beneficiaries cm be descnbed as being a pre- 

selected elite who have the potential to add value to the manufacturing and industrial 

development activities of the country." 

GRATIS also provides production and manufacturing, repairs, and consultancy 

senrices to customers (private individuals and organizations) on a cost recovery basis. 

Individuals and organizations in both the public and private sectors often do place advance 

orden for various equipment to be manufactured for them by h e  GRATISATTUs. Among 

such items are office furniture and cabinets, and agricultural processing equipment. The 

ITTUs also engage in the repair and production of various spare parts for customers. In its 

consultancy programmes and s e ~ c e s ,  the GRATISATTUs undertake market and feasibility 

studies, socio-econornic sweys,  and project formulation, monitoring and evaluation for 

various public and pnvate sector organizations, as well as NGOs. By engagîng in these 

endeavours, the ITTUs are able to cover part of their costs, and generate income which c m  

be used in assisting various projects of the organizatiod6 

Gender and Technolopv: 

There is evidence that women in Ghana and other West Afiican societies have had a 

long history of being traders and more economically active than women in most other parts 

of f i c a .  Such is the level of institutiondization of the role of women as traders, that 

- -  

xi I. Powell, Survival of the Fiiier, Op. Cit., p. x- 

GRATIS, Five Year Business Plan, pp, 44-46. 
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husbands expect their wives to be economically independent, and also, ifpossible, contribute 

to the subsistence O ftheir childrm?' While the role of Ghanaian women in agriculture, trading 

and other commercial activities has long been recognized and been the focus of considerable 

re~earch,~' their involvement in the small-scale industrial and technological sector was 

minimal. Although there were no laws barring Ghanaian women from participating in certain 

technical activities, there was the cuIturai beliefthat women were subordinate to men and thus 

could not engage in certain technical activities. There was a narrow scope of what women 

should do because of the gender-specific roles assigned to them by society. Smillie nghtly 

notes that Ghanaian communities societies maintained powemil barriers to women's entry 

into enterprise, industry and technological develop~nent?~ Culturally defined ideas of the type 

of economic activities appropnate for each gender resulted in a general dominance of male 

entrepreneurs in certain sectors, namely, those activities requiruig physicai strength and 

technical skills such as metais and engineering, motor and electronic repairs. 

Given this state of affairs, untii the 1970s and 1980s, policies geared towards the 

technological development in Ghana tended to neglect women. With the United Nations 

declaration of 1975-1985 as the Decade for Women, officia1 recognition was given to the fact 

that women couId participate M y  in the development of their communities, and led to the 

concems of women being subsequently incorporated into the industrial development 

" M .  Pei1 (1975), "Female Roles in West f i can  Towns," J. Goody (ed), Changing Social Strucmre ofA New 
Srate in an Old Tradition, London: international A f E k  Mtute ,  pp, 73-80. 

" C. C.  Robertson (1984). Shanng rhe Same Bowl: A Socio-economic Kirtory of Women and Cfass in Accru. 
Ghana, Bloomington, Indiana: Indiana University Press; G. Clark ( 1994), Onions are My Husband: Survival 
and Accumulation by West Afncan Market Women, Chicago: University of Chicago Press. 

" 1- Srnillie, Mastering the Machine, p. 194. 



 programme^.^ Advocates argued that with the active involvement of women, society as a 

whole would be making optimal use of its human resources, and the conditions of al1 would 

also be improved. The cal1 for assistance and involvement in technological endeavours for 

women did not go unheeded. 

A programme designed to advance the use of technology and promote 

entrepreneurship arnong women was subsequently initiated by GRAnS through the Rurai and 

Women's Industries Division (RAWID), now Gender and Developrnent (GAD) Unit? Clients 

and individuals who received training in machinery and light engineering are now producing 

new equipment for use by new clients, especially wornen? In view of the availability of the 

equipment and machinery, training is provided to women in areas such as food processing 

@ah-oil extraction, jam making, bee-keeping and gari-processing"), soap making, weaving, 

and batik and tie and dye cloth production. This is supplernented b y extension services which 

involve the provision to rural women of haùùng in machine operation and maintenance to 

help them improve producti~ity.~ This helps wornen clierts to own the appropriate machinery 

' F. Ameyibor (1999). "The Women Entrepreneur Fuse," Daily Graphic (Accra), 18' October, 1999, p.23. 

"RAWTD was based in Accra, and, according to the PubLicity and Marketing Officer of GRATIS, did not 
encourage effectiveness in the organization's activities since RAWID staff members did not interact wiîh 
fernale cIients in the regional capitais as often as they would have liked. However, with GAD Officers 
employed in al1 the regions since 1998, they provide extension services to clients on a regular basis, and only 
present reports on their programmes to the Co-ordinators at the Head Office in Accra. 

%terview with CiDA Management Advisor, GRATIS, Tema, 27* Aprïl, 1999. 

" Gari is a food product, made fiom cassava by grating, partial fermentation, drying and roasting (Powell, 
1995, p.32). 

GRATIS, Five Year Business Plan, pp.36-37. 



to get involved in various incorne-generating activities? Through these activities, women are 

able to engage in incorne-generating activities by making use of appropriate technology. For 

instance, an officiai at GRATIS noted that women in Ghana, who for a Iong time were barred 

fiom weaving because of the cultural belief that theiruse of the existing narrow-loom would 

make women infertile, have started doing so as a result of the introduction of the new and 

appropriate broad-loom technology. Women who would otherwise have been idle in the nual 

areas are now busy working because of the new technology." Cultural and institutional 

barriers that limited the access that women had to the factors ofproduction-credit, technology 

input and extension services4' are being eliminated through the introduction of improved, 

more appropriate technology . 

Although G]RATIS/Iï"ïUs are making conscious efforts to encourage wornen to 

participate in dl aspects of technical entrepreneunhip, as would become evident when we 

discuss the manufacturing activities of client fimis, women continue to engage largely in 

food-processing, and textiles and clothing, but not metal fabrication and engineering, or 

wood-working. While the role of women is changing because of programmes like the ones 

operated by GRATIS, gender division oflabour is stili prevaient in Ghana, since general social 

attitudes and internalized cultural values direct both men and women to undertake particular 

economic activities. A project officer suggested that very few women had set up their own 

." interview with CIDA Management Officer, GRATIS, Tema, 27" Apd, 1999. 

Interview with Marketing and hiblicity Officer, GRATIS, Tema, 30' March, 1999. 

47 Glover-Quartey, T. (1997), Non-Governmental Organizations and the Empowerment of Rural Women in 
Ghana: A Case Study of Ghana Federation of Business and Professional Women, Unpublished Long Essay, 
Department of Political Science, University of Ghana, p. 2. 



shops or gotten employment in the field of meta1 fabrication and engineering: since about 

92% who pass through the technical apprentice scheme are males." A notable exception, 

however, is the case of a woman at Kasoa, a suburb of Accra, who was assisted by GRATIS 

with a welding set and other machine tools on hire purchase bais to set-up a welding and 

fabrication shop in 1996. As one ofthe few women involved in a male-dominated profession, 

she manufactures post-harvest machines such as palm f i t  digesten and cassava graters." 

Politics and Problerns: 

In performance ofits duties and responsibilities, GRATISnTTUs have been beset with 

a number ofproblems that have raised concems about their effectiveness and ability to realize 

their objectives. One of the main problems is the lack of CO-operation among the various 

organizations which are supposed to promote small-scaie industrial and technology 

development. The GRATIS and NBSSZ, which were established and placed under the sarne 

ministry to be the implementing agencies for the then Ministry of Industries, Science and 

Technology (MIST) on policies pertaining to the development of manufacturing, promotion 

of entrepreneurship and technological &ansfer, currently find themselves under different 

ministries, although GRAnS was indirectly supposed to be the technical wing of NBSSI. 

Under arestructuring of govemment ministries in 1996, the NBSSI was placed under a newly 

created Ministry of Trade and Industry (MOTI), while G M S  found itself under the newly 

created Ministry of Environment, Science and TechnoIogy (MEST). To add to a bad 

htenriew with Project Officer, GRATIS, Tema, 18' June, 1999. 

GRATIS, F i e  Year Business Plan, p. 34. 

R AkrOng (1 997), "Akosua Sets-up Shop with GRATIS assistance," GRA TISNews, Edition 26, Tema, AbIe 
Press, p. 14; Interview with Marketing and Publicity Officer, GRATIS, Tema, 30' March, 1999. 



situation, the original ITTIJ at Suame is not part of the network being CO-ordinated by 

GRATIS. This is because KNUST, mderwhose direction the TCC and the Suame ITTU was 

established, does not want them to Ieave its controI. While officids from the GRATIS and 

Suame IïTTJsuggest that they are in close touch and hold regular meetings:' there is still the 

need for better CO-operation among them. 

Although the Suame ITTU clients enjoy access to the lending facilities which GRATIS 

provides to clients of the ITTUs in the other regions, by not being directly under and part of 

GRATIS, the Suame ITTU does not receive the kind of suppoa that is channeled by 

govemment and other donors. For example, whiIe personnel of the other ITTUs have the 

oppomuiity to attend refkesher courses and conferences abroad to update iheir laiowledge, 

the same is not available to personnel ofthe Suarne ITTU. The Research Officer ofthe Suame 

ITTU complained that equipment and machinery needed for training purposes are Iacking 

because of the problem of fiuiding. He added that since most of the services they provide are 

free, they need this equipment to enable them to meet the growing needs of clients and 

apprentices who undertake practical attachments? A GRATIS O fficial however, was of the 

view that 

it is just a matter of time that the TCC would allow its Suame clients to join 
the national network of ITTUs. They would as of now not let it go because 
they also use it for theirresearch and development and consultancy purposes. 
1 believe that it would have to take a lot of negotiations though for them to 
become part of us. However, the fact that TCC allows us to have direct 

" Interview with Marketing and Pubîicity Officer, GRATIS, Tema, 30" March, 1999; Interview with Research 
Officer, ITTU, SuameKumasi, 7& May, 1999. 

5L Interview with Research Officer, ITTU? Suame/Kumasi, 7" May, 1999. 



contact with their clients makes me to believe that they would eventually j o b  
US." 

Staff turn-over is another problem that GRATIS faces. As of 1 998, GRATIS ATTUS 

had a total of287 employees, made up of 94 skiIIed technicians, 28 engineers, 2 1 trainen, 20 

accounting personnel, 17 senior managers, whilt: the remaining were support staff? 

However, like the situation confkonting the NBSSI, GRATIS personnel do leave to join 

NGOs and other organizations with better pay levels and condition of service packages. 

Between 1 992 and 1 998, more than twenty pro fessionals including engineers and accountants 

left GRATIS to take jobs with much more attractive salaries. Such professionais left because 

they emed  about a third of what their counterparts received at an organization Iike 

EMPRETEC." According to one official of GRATIS: 

the original plan that brought GIRATIS into existence was that govemment 
will recruit and pay stafFwell. That has not been the case. You know that the 
civil servants' pay in Ghana is not the best. So with a number of years 
experience, our personnel become marketable and attractive to other 
organizations who offer better pay packages. Also, the personnel are of the 
view that they train small-scale entrepreneurs to acquire the necessary skills, 
and clients and trainees go and achieve successes in their activities, while they 
are on the same salary at GRATIS. Their argument is: Why not stop and be 
on my own or join another organization which would offer better pay?" 

Since GRATIS does not charge commercial rates to its clients for the services offered, it is 

faced with financial problems. In addition, as a govemment organization, it is limited to civil 

service sdary scales, and cannot therefore provide its personnel and staff the pay Ievels 

interview with Marketing and Publicity Officer, GRATIS, Tema, 30"' March, 1999. 

GRATIS, Five Year Business Plan, pp. 23 & 32. 

*' ibid, pp. 30-3 1 - 

56 interview with Marketing and Pubiicity Officer, GRATIS, Tema, 30"' March, 1999. 
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cornmensurate with the job they perform. WMe GRAnS/ITTüs are dohg a good job in the 

services they provide, the turnover and lack of personnel is hindering its ability to carry out 

its mandate of passing on technologicd information to small-scale entrepreneurs.'' 

Funding to enable the organization to operate efficiently and effectively is a problem 

for GRATIS. GRATIS was initially hanced with aUS$4.5 million assistance package fkom 

the European Union's (EU) Development fund, and a US$ 2.2 million grant fiom CIDA. 

Between 1994 to 1997, GRATIS received grants totaling 5.1 billion cedis fiom CIDA, EU 

and the government of   ha na? While CIDA wanted GRATIS to become self-fïnancing and 

operate on a cost recovery basis, the EU argued that it would have put the organization in 

direct and unf" cornpetition with its own clients. In the fint eight months of 1995, 

GRATISATTUs earned US$l56,OOO from s e h g  new technologies, financing capital 

purchases, and renting space to new entrepreneurs, enough to cover about 64% of their 

operating costd9 W l e  cost recovery fiom customer s e ~ c e s  currently make-up about 40% 

of its operating budget, GRATIS' focus on training and development programmes and 

services limits its ability to attain hancial self-sufficiency. Therefore, a government 

subvention and earnings fiom customer seMces are used to cover part of the development 

senrices.* According to a GRATIS official, 

GRATIS, Five Year Business Plan, Appendix 1.1. 

YI J. Stackhouse (2996), 'Wew Economic Mode1 emerging in Ghana," The Globe and Mail, 12" February, p. 
A 12. 

I n t e ~ e w  with ITiW Regional Director, Kofondua, 3" May, 1999. 



with the introduction of the WC and HPS, many people are becoming aware 
[of GRATIS] and joining the clients associations with a view ofbeing assisted 
eventually. But donor support is dwindling. The problem now is how to cater 
for the nsing needs and demands of clients. If we are unable to create that 
strong Revolving Fund, we wouid disappoint a lot ofpeople and the goodwill 
created between the organization and the clients would be lest? 

The problems of hd ing  could however, be overcome when GRATIS attains non- 

profit foundation status. Currently, GRATIS lacks an independent legal status because it is 

unuicorporated. Hence, it acts under govemment directives and must seek approvai through 

the MEST of its activitiesd2 However, GRATIS is in the process of moving fi-om the status 

of a government agency to a non-profit foundation status, where it also could provide 

consultancy services to other countries like Gambia and Burkina Faso, which are interested 

in replicating the GRATIS model. Becoming a non-profit foundation will not only enable 

GRATIS to move away fiorn the domain of the govemment and sel1 its goods and services 

at commercial rates, but also permit it to continue to receive gants h m  donor agencies. tn 

addition, it will enable GRATIS to be in a position to pay higher salaries to its employees, 

especially engineers who are c o n s t d y  being lost to NGOs and other private organizations 

who offer higher remuneration. Since the very existence of the organization will depend on 

the services it provides, workers will not lag behind in production because their salaries and 

other conditions of service will be dependent on the success of the organization.6' 

'' Interview with Marketing and PubIicity Officer, GRATIS, Tema, 30h March, 1999.. 

'' GRATIS, Five Year Business Plan. 

a Interview with TT?ZI Regional Director, Koforidua, 3"' May, 1999. 
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Achieving foundation status is not without problems, particularly in the anticipated 

law suits that would be brought against the organization. GRATTS was established by a 

decree of a military regime not by legisiation, and most of the land and property that are now 

owned by GRATIS and the ITTUs were confiscated fiom private owners by the then PNDC 

government or rented fiom otherpublic agencies. Under these circumstances, individuals who 

had property taken by the govemment are likely to seek legai recouse in the courts to reclaim 

their lands or get some monetary compensation. With assets and property valued at about 8.2 

billion cedis ($US 3.6 million) as ofthe end of 1 9 9 7 , ~  the private GRATIS does not want to 

be bogged down with hancial burdens." The recent attempt to evict the ITTü in Takoradi 

kom its premises, because another public organization, which had rented facilities to it, 

wanted them for other purposes, shows the extent of the problem which GRATIS is likely to 

encounter. 

Besides the above, there is the issue of loan repayrnent and management of hnds 

availab le under the various schemes. While the repayment rate as of 1 996 was about 76%,66 

it dropped to about 60% in 1998" because of an energy crisis that hit the country in February 

1998." With the rationing of power during this penod, production levels of clients fell, and 

"4GRATIS, Five Year Business Plan, Appendix 1.2. 

Interview with CDA Management Advisor, GRATIS, Tema, 27" Apnl, 1999. 

b6 interview with Project Oficer (Lending section), GRATIS, Terna, 18" June, 1999. 

" Interview with CIDA Management Advisor, GRATIS, Tema, 27m Apnl, 1999. 

68 The prirnary cause for the power deficit was the curtaiiment of power generated at the Akosombo Dam due 
to drought and the unusually Iow reservoir level (ISSER, The State of the Ghanaian Economy in 1998, Legon: 
ISSER, 1999, p. 135). 



with them their repayment rate. Despite this, a project officer at GRATIS suggested that on 

the whole, ciient h s  have been very CO-operative. Since client h s  have to get a guarantor 

fiom among members of the client association before loans are given, such guarantors ofien 

pressure them to repay, so that it would not affect their own standing and reputation, as well 

as chances of getting loans themselves. However, there have been sorne problems with loan 

repayment. According to the project officer, for some clients, their priorities focus not so 

much on the loan repayment, as with their immediate farnily needs, that is, providing food, 

shelter, clothing for their family 1nernbers.6~ The suggestion, therefore, is that it is only when 

these basic necessities are met that beneficiaries deem it necessary to repay their loans. 

Attempts to ensure that client h s  repay their loans are made even more di fficult because 

of the lack of training for personnel, and of vehicles and other logistics that will enable them 

to monitor clients who receive loans. 

in some areas, especially in the Upper East and Upper West Regions of 
Ghana, some clients work with such srnall capitd that evaluating them for the 
purposes of giving assistance is very tricky. You are not sure whether the y can 
repay loans etc. For other clients, they think that money fkom us is free. Even 
though they have the ability to repay, they would not like to do so because 
they think that the GRATIS project will eventudy fizzle out." 

However, GRATIS plans to strengthen its s t a n  capacity through various training 

programmes. Efforts are being made to ensure that GRATIS personnel, especially those in 

the Lending section, attend penodic workshops and serninars that would enable them to keep 

interview with Project Officer (Leuclhg Section), GRATIS, Tema, 1 8  lune, 1999. 

'O interview with Marketing and Publicity Officer, GRATIS, Tema, 30" March 1999. 
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up with changes in the management of micro-hancing programmes, and also effectively 

assess the applications of client fïrms. Educating clients to be conscious of the need to repay 

loans is also essential?' 

For reasons which he could oot explain, a project officer pointed out that loan 

repayment was higher among fernale recipients than their male counterparts. This was 

especially tme among women in food processing who were descnbed as being very serious 

in the repayment of their loans. The project officer suggested that Ghanaian women are 

generally not comfortable with being in debt, compared to theumale counterparts, hence their 

hi& loan repayment rate? Powell makes a similarpoint by saying that "women are usually 

more thrifty, have a greater capacity to Save and more likely to repay a loan."" Women 

defaulters were pnmarily in textiles and clothingbatik making in the Accra-Tema Metropolis, 

which a project officer described as being sahuated with manufachilers. According to hirn, 

GRATIS is trying to deal with this problem by encouraging most of their women trainees in 

the textile and batik making industry to re-locate to other parts of the country which are Iess 

crowded. When asked why they keep supporting their trainees when they default on their 

loans, the official noted that the purpose of providing them with emplo yment and skills could 

not be fully realized if they are not granted the loans to put into practice what they acquired 

" GRATIS Lending Programmes (no date) p. 1 1; GRATIS, Five Year Business Plan, Appendix 2.1.3. 

" Interview with Project Officer (Lendirig Section), GRATTS, Tema, 18"' June, 1999. 

Powell, Survival of the Fitter, p. 77. 
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after six months oftraining. GRATIS did not want a situation where it only provided training 

and le ft apprentices "hanging " after they completed their programmes." GRATIS 

realized fiom previous experience that without hancial support, some 
trainees, especially those in textiles and tie-and-dye ended up taking other 
courses, like secretarial training because they did not have money to put into 
practice the knowledge they acquired at GRATIS. So we felt that it would be 
appropriate to give them sorne hancial assistance tu enable them to start their 
own business after their training programmes. Giving people employment 
oppormnities and setting up private businesses are the b s t  of trainhg 
programmes that we offer to trainees and apprentices." 

Interview with another GRATIS official alsa revealed that women entrepreneurs do 

not nomally have access to the Hire Purchase Scheme being operated by the organization. 

This was because the HPS basically aims at assisting entrepreneurs to acquire heavy 

machinery and equipment to undertake various manufacturing activities, especially in the area 

of light engineering. However, most women clients of GRATIS do not undertake those 

manufachiring activities which would enable them to qualiQ for the While women are 

taking positive steps and making use of the opportunities available to them, financial 

assistance fiom GRAnS has mostly corne in the fom of working capital that is used in the 

purchase of raw materiais. The activities of women are focused more on income generation 

to keep their households going, rather than on the establishment of a developing fim. 

Another wealcness in GRATISnTTUs operations has to do with the number of 

apprentices it trains annually. Since the technical apprentice training programme is at the core 

'" Interview with Project Officer (Lending Section), GRATiS, Tema, 18"' Jme, 1999. 

'' Interview with Marketing and PubLicity Officer, GRATIS, Tema, 30" March, 1999. 

'' Interview with Project Officer (Lending section), GRATIS, Tema, 18' Jute, 1999. 

205 



of the services provided by the IïTUs, it is Unfortunate that only five applicants are taken on 

by  each ITTU annually £iom the over five hundred applications. Furthemore, as it stands 

now, ITTUs operate only in the regional capitals. It wouid however, not be an over-statement 

to Say that those who need the services of the ITïUs the most are those in the mal 

hinterlands which the 1ï"ïUs are unable to reach due to the poor infiastructure of roads, 

water and electricity. 

Research and development, and safe-guarding the hdings has also not kept pace with 

changes in the technological field because there is not a fund for this purpose, which stems 

Eom the nature of GRATIS' subvention, An official stated that, GRATIS currently presents 

its budgetary proposals to the Finance Ministry, and the govemment chooses to either support 

their programmes totally or not. While the sector rniaistry (MEST) takes up the cause of 

GRATISATTUs and often rnakes a case for it to be supported fmancially, it is up to the 

central govemment to prcvide the needed assistance. While "on papertt the govemment shows 

interest in its activities and even uses the organization as a showcase of how living standards 

can improve with technological advancement and self-employrnent, the resources the 

government commits to GRAnS are too ~ r n a l l . ~  GRAT?S therefore relies mostly on grants 

fkom CIDA and EU, as  well as eamings nom customer services to undertake its programmes. 

* interview with Marketing and hiblicity Officer, GRATIS, Tema, 30" March, 1999. 
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GRATIS AND CLIENT FXRMS 

Interviews were conducted with 38 client h s  of GRATIS (Refer to Chapter one for 

details on procedure for selecting clients). 27 b s  were engaged in various manufacturing 

activities in Accra, while the remaining 1 1 were based in Kumasi. idormation collected fkom 

client h s  included the period of their establishment, the age of business owners, and the 

type of activity that they were involved in. Their sources of capital, educational levels and 

worker skills, marketing activities, as well as cultural orientation towards business were also 

looked at. 

Characteristics of Client Firms 

My concem with the characteristics of client fhns centred on their year of 

establishment, age distribution of business owners, ownership stmcture, nurnber of 

employees, business activity, and sources of raw materids, tools, equipment and machinery. 

Table 6.1 : Year of Establishment 

Period 

1962-1970 

1971- 1980 

1981- 1990 

1991 to date 

Total 
Source: Research data/resuIts (1 999). 

Accra 

N 

1 

4 

Kumasi 

% 

4 

15 

5 

17 

N 

1 

4 

% 

9 

36 

45 

9 

19 

63 

100 

5 

1 

11 27 100 



Table 6.2: Age Distribution of Business Owners 

Age Groups 1 N (%) 1 N (%) 1 
Accra 

21- 30 years 1 1 (4) 1 0 (0) 1 

Kumasi 

.. - 

41- 50 years 

TotaI 1 27 (100) 1 11 (LOO) 1 

5 1- 60 years 

Above 60 years 

Source: Research datdresults (1 999). 

Tables 6.1 and 6.2 provide anmers to questions relating to the period of business 

establishment and the age group ofbusiness owners. Regarding the penod of establishment, 

Table 6.1 shows that in Accra, twenty-two (8 1 %) were established d e r  1980 and six (5 5%) 

in Kumasi over the same penod. The remairing h s  in Accra (19%) and Kumasi (45%) 

came into existence in the 1961-1980 period. This result lends support to Anheier and 

Seibel's view that small-scale manufacturing form a young sector in Ghana's econorny.'' 

Reinforcing evidence presented in the previous chapter, inte~ewees pointed out that their 

reasons for establishing the small-scale businesses were to make money to supplement family 

levels of income, or because there were no jobs other than engaging in pnvate businesses, or 

that they were engaging in activities that they had trained in as apprentices. 

" H. Anheier & H. Seibel(1987), Small-scale Industries and Ecortomic DeveIopment in Ghana: Business 
Behaviour and the Strategies in Infonnal Economies, Saarbrucken, Fort Lauderdale: Verlag Breitenbach 
Publishers, p. 61. 

7 (24) 

2 (7) 

3 (27) 

1 (9)  



Table 6.3: Type of Business Activity 

Source: 

Business Activity 

Metals & Engineering 

Food-processing 

Research 

Male 

9 

1 

Accra 1 Kumasi 1 

Wood-processing 4 

Textiles and Clothuig 1 

Aluminium processing O 

Goldsmith 1 

Total 16 

N (%) Male Female N (%) 

m e  Suame ITIU focuses only on the provision of assistance to client fm in the rnetals and engineering 
sector, hence the absence of interviewees in other manufactwing sectors of the economy. 



Table 6.4: Employment levels among client h s .  

1 Accra 1 
1 1 Range of Employment 1 

Business Activity 

MetaIs & Engineering 1 5 

Goldsmith 1 1 

Wood-processing 

Textiles & clothing 

Number (%) 1 20 (74) 

4 

7 

1 Kumasi 1 

11-20 
Employees 

21-30 
Employees 

Source: Research data/results (1 999). 

J 

Al1 the client fïrms in both Accra and Kumasi were owned by single individuals. 

Meîals & Engineering 

Number (%) 

However, one client in Kumasi stated that he had given a mal1 percentage of shares to farnily 

rnernber~.~~ Table 6.3 shows the business activities of dient firms. Table 6.4 also shows the 

9 

9 (82) 

employment levels for the Kumasi and Accra clients respectively, and they were as follows: 

nine clients (82%) and 20 (74%) had ten employees or less; one (9%) and six (22%) had 

1 

1 (9) 

between 11 and 20 employees, and one client each in Accra and Kumasi had more than 

I 

1 (9) 

twenty empio yees. 

Interview with client involved in metals and engineering, Kumasi, dh May, 1999. 
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In researching the issue of the sources of their raw materids, inte~ewees reveaied 

that they procured hem fiom the local market since they could not afford to import them. 

Although for client h s  in wood-processing, the availability of raw materials was hitheno 

not a problem because of Ghana's abundant forest reserves, the passage of the Timber 

Resource Management Act (Act 547 of 1999) resulted in a scarcity of raw materials needed 

for their production. Under this policy, the govenunent through the Ministry of Lands and 

Forestry has sought to confiscate d l  chah-sawn lumber on the Ghanaian market. The 

govemment's position is that the measure was necessary because large tracts of land are being 

lost to deforestation. The government attributes the reduction in the country's forest size to 

the activities of these chain-sawn operators." 

Wood processon interviewed for this study however, held the view that the law was 

passed to placate MNCs and exporters who considered chain-sawn operators as keen 

competitoa in the logging of the country's timber reserves. According to wood-processors, 

although protection of the forest reserves is a good idea, the government adopted the wrong 

approach. For hem, the problem of deforestation is not traced to local chain-sawn operators 

but rather to large MNCs and other big businesses operated by Syrians and ~ebanese." One 

client put it this way: 

a' A, Van-Ess (I999), "Ministry to Confiscate Chain-sawn Lumber," Daily Graphic, September 8h, Accra: 
Graphic Corporation, pp. 1-3. 

The resentment, criticisms and hosalities towards the Levantine business owners by local entrepreneurs is 
not new, as it has been detaded by GarIick (1971) and Buame (1996). According to Garlick, in the 1960s and 
1970s, the resentment sternmed from their monopolization of wholesaie trading in Ghana, as  well as their 
ownership o f  the more lucrative commercial areas (pp.79-83). In contemporary times, Buarne points out that 
rhe Levantine business community is ofien accused of exploiting their local employees by pciying them low 
wages. 



These people m s  and Levantine] have large machinery and equipment and 
their logging practices destroy even small trees. They do not care about the 
environment. Govemment is kowtowing to pressures fiom these foreign 
investoa at the expense of the local industry. Most of these MNCs are only 
interested in exporting their logs and timber to earn foreign exchange. We 
have had to rely on local ch&-sawn operators for the supply of raw materials. 
Government applies different standards when it cornes to foreign investors. 
If there is so-called liberalization, why restrict the activities of Iocal chah- 
sawn operators. The effect of this policy is that the supply of wood to the 
local market would be stifled, which cm inadvertently push the pnce ofwood 
beyond the means of the average persod3 

Although a number of chain-sawn operators were granted permission by the 

pvemment to supply lumber to local wood processors, manufacturers in the wood- 

processing industry contended that those licensed would not be able to meet the demand for 

the local market. This led them to petition the govemment to review the policy on the ban on 

chah-sawn operators until proper measures were put in place to ensure the regular supply of 

lumber and timber for local use. Under the current circumstances, manufacturers argued that 

they had no other option than pass on the extra cost to coosumers, which in itself could af5ect 

the demand for their produc ts. 

Similarly, for client fïrms in metals and engineering, getting the needed raw materials, 

tools, machinery and equipment is an increasing problem. Interviewees reported that given 

the scarcity ofraw materials and intermediate inputs Like steel, they made use of scrap metal 

and iron rods for production. Importing the steel was simply impossible because of the cost 

involved, and the difficulty of raising the needed foreign currency. The shortage of raw 

materials also meant that client k r i s  engaged in the repaïring and servicing of broken-down 

machinery and equipment, as opposed to manufachring new ones. Firms with foundries had 

" l n t e ~ e w  with male client involved in wood-processing, Accra, 2" September, 1999. 



to recycle scrap metals before engaging in a .  manufacturing activity. In the absence of the 

continuous flow of raw materials, the enterprises were unable to operate at their optimal 

capacity, and this affected their ability to expand. These concerns and complaints were similar 

to those of client h n s  in the textiles, clothing and garments sectors. For the latter, dthough 

the raw materials were available on the local markets, the unstable exchange rate and inflation 

rneant that importers sold them at exorbitant prices. 

With respect to the sources of equipment and machinery, Powell points out that used 

machine tools and equiprnent imported £iom Britain were given to between twelve and fifteen 

client h s  at the inception of the initial HPS htroduced by the TCC between 1977 and 

1 986." Three of the Kumasi in te~ewees  were beneficiaries of this original scheme. Of the 

remaining eight, four bought their machine tools from the local market, three imported thern, 

while one manufactured them himself. In Accra, six (22%) of the clients had gotten machine 

tools as a result of GRATIS' H P S .  Of this number, four were in metals and engineering, 

while two were wood-processors. Of the remaining clients, two (7%) imported their 

machines, while nineteen clients (70%) purchased theirs locally fiom the open market. 

Maintenance and repairing of equipment and machinery were also undertaken by client h s  

thernselves. This was to be expected at this stage of the industrial and technological 

development of the country, since they could not raise the h d s  to buy or import the 

machinery on the international market. Given the constrained financiai state in which most 

client h s  found themselves, it was not surpishg that they did not make use of sophisticated 

machinery and equipment in their production process. As client firms argued, many of their 

" Powell, Survival of the Fitter, p. 50. 



machines are obsolete, and that inhibits their ability to undertake many jobs. They have 

resorted to improvising in manufachning vanous products. The problem with such 

improvisation is that when a machine breaks down, the purchaser will have to go back to the 

same manufachirer for repairs, since it is unlikely a replacement c m  be found elsewhere. 

Capital and Finance 

Like the NBSSI clients, GRATIS clients were asked about their main sources of 

capital in order to fkd out whether they had been successful in relying on the financial 

institutions to start their businesses, or ifthey had dso relied on informal sources, as has been 

the case with most small-scale enterprises in the developing world. 

Table 6.5: Ca~ital Sources for GRATIS Clients 

1 persona1 resources 1 21 (78) 1 7 (64) 1 

Sources of Capital 

Bank Loan 

FamiIy & relatives 

Source: Research datdresults (1 999). 

As indicated in Table 6.5, in Accra, 2 1 out of 27 (78%) client firms relied on personai 

resources as the main source of start-up capital. The suppon entrepreneurs got fiom O ther 

sources came to £ive (1 9%) for family and relatives, and one (4%) fiom fnend(s). In loo king 

at the results fiom Kumasi, a sîmilar pattern c m  be found, and they are as follows: three 

(27%) fiom family and relatives, seven (64%) fiom personal resources, while one 

Accra 

N (%) 

0 (0) 

5 (19) 

Total 

Kumasi 

N (%) 

0 (0) 

3 (27) 

-- - 

27 (100) 11 (100) 



entrepreneur (9%) relied on advance payments fiom a customer to start his business. None 

of the business owners reported that they got staaed as a result of bank loan. If we take out 

partial or advance payments fiom customm as well as assistance fiom fnends, some 9 1 % o f  

client h s  in Kumasi and 96% in Accra made use of informal sources and networks ( family 

and relatives, and personal resources) to start their businesses. 

M e r  establishing their businesses fkom various informa1 sources, only a minority of 

client h s  applied to the banks for financial support to expand their operations. For reasons 

similar to those provided by NBSSI clients, GRATIS clients had shunned the banks. Sixteen 

(59%) of the client h n s  in Accra, and nine (82%) in Kumasi had never applied for a bank 

Ioan. Of the remaining clients (1 1) in Accra, 10 (37%) had applied and secured bank loans, 

while one client (4%) who applied had been refused. For Kumasi, only two (1 8%) out of the 

1 1 client firms had been successful in securing bans fiom the banks. The experience and 

perception of GRATIS client firms conceming their relations with the banks was similar to 

those of smdl-scale entrepreneurs in Ghana as a whole. Informal sources of capital and 

finance remain crucial for the start-up and development of businesses in Ghana.8s 

Client firms of GRATIS had not fared any better in their quest to receive hancial 

assistance under the BAF. J i  Kumasi, only two clients were aware of the existence of the 

BAF. The other nine did not know about it. One of the clients who h e w  of the BAF thought 

that because the procedure was centralized and based in Accra, his chances of securing 

8S See Anheier, H. & Seîbel, H, (1987). Small-scale Industries and Econornic Development in Ghana; 
Boapeah, S.  & Poppe, M. (1992), Strengthening Spatial Circui~of Rural Small-Scale Indusiries for District 
Developrnent: A Case of Dangme W a t  District. Ghana, Dortmund: Spring Publications; E. Chamlee-Wright 
(1997), The Cultural Foundations of Economic Development: Urban Fernale Enrrepreneurship in Ghana, 
London & New York: Routledge. 



assistance was low? According to h h ,  he did not have t h e  at his disposai to travel to Accra 

to process the documents, and more importantiy, there was no guarantee ofhim securing the 

assistance." While most of the client Ems, 15 of 27 (56%) in Accra were aware of the BAF 

as a facility which they could access, they were not keen on doing so because they also felt 

that their chances of getting assistance was vimially negligible. One of the business owners 

who had appiied to the BAF Secretariat for assistance stated that, 

the procedure is too cumbersome. Given the exchange rate and inflation which 
changes with each passing day, the loan, even if granted or approved will not 
be able to achieve its purpose. Apart from the long penod it takes before a 
loan is given, a lot of cost goes into the application. You need to prepare a 
business pian, and some consuitants charge a lot to write up such plans for 
you, and there is no guarantee that your application wodd be approved- Also, 
although they PAF Secretariat] daim there is a six month grace period, the 
interest charged on the Ioan begins the very day the loan is granted if you are 
fortunate to receive one. You are therefore better off not applying to the 
f h d Y  

Another interviewee added: 

money is given to favourites of govemment officials who are not even in 
business. I applied for BAF but they [Secretariat] did not have the courtesy 
to inform me that 1 was not going to get the loan. The govemment politicizes 
everything. It is more interested in staying in power and therefore selective in 
who gets the loan. 1 think they do not want to help those who are perceived 
to be opposed to them, and might end up helping the opposition 

86 Given the high cost involved in accessing BAF by smaii-scale entrepreneurs located outside of Greater 
Accra Region, the fund was decentraiized to the regions in October 1996 with a view to making it more 
accessible (ISSER, ne State of the Ghanaian Econorny in 1999, Op. Cit., p. 128). Each regional BAF 
Committee was capitalized to the tune of 5 W o n  cedis. The view expressed by this client therefore shows 
his lack of knowledge about the operations of BAF. 

87 Interview with male client invotved in me& and engineering, Kumasi, lgh July, 1999. 

" Interview with male client involved in wood-processing, Tema, 2" September, 1999. 

89 interview with male client involved in wood-processing, Tema, 10" September, 1999. 



Funds for expansion of businesses by client k s  had corne mostly as a result of the 

HPS and WC b d s  operated by the GRATIS. Nineteen out of the 27 (70%) of client fïrms 

i n t e ~ e w e d  in Accra had been beneficiaries of either the WC or HPS, while seven of 1 1 

(64%) client h s  in Kumasi had also received some financial assistance fiom the GRATIS. 

Through these schemes, GRATIS clients were able to secure machine tools and equipment 

to produce spare parts and customized machines for their customers, and raw materials for 

production. However, like most loan facilities, there were administrative bottlenecks in the 

release of funds. One cüent complained that "although 1 got a WC &om the GRATISnTTU, 

it took forever before 1 h d l y  got hold of the money. It took almost three rnonths, so 

technically I did not get any grace period for repayment, since you are supposed to start 

repayrnent after three months. That is really bad. It was not my fault that the money [was] 

delayed, but I had to suEer because of a bureaucratie procedure.'" 

Education and Worker Skills 

Table 6.6: Educationai Levels of Business Owners. 

1 1 Accra 1 Kumasi 1 

1 Total 1 27 (100) 1 11 (100) 1 

Type of Education 

Source: Research data/results (1 999). 

- --- 

'a i n t e ~ e w  with male client involved in metals, engineering and foundry works, Kumasi, 23"' July, 1999. 
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As Table 6.6 shows, the educational background of client fums in Accra looks quite 

impressive, and is in keeping with data which show that individuals in the coastal parts of 

Ghana have generally greater access to and more educational qualifications that those in the 

central and northem parts of the country?' Of the 27 client firms in Accra, eight (30%) were 

headed by university graduates, 12 (44%) were led by vocational or technical school 

graduates, three (1 1%) had completed their secondary education (Ordinary and Advanced 

Levels), while only one had primary education, and the remaùiing three had no formal 

education. The correspondhg figure for the 11 client h s  in Kumasi was one each with 

secondary and university level education, another one with no forma1 education, two with 

primary education, and the remaining six (55%) with technical or vocational training. The 

manufacturing skills of the entrepreneurs with primary or no formal education were acquired 

through the apprenticeship system. Evert for those who had technical or vocational school 

training, they stated that since such training was mostly devoid of pracbcal experience, they 

had to undertake M e r  training by attaching themselves to the "rnasters" for a while. Most 

firms are, therefore, owned and managed by entrepreneurs who had at least part of their 

training through the local apprenticeship system, while their ernployees and workers are 

individuals of similar backgrounds. One client, a former Director of one of the ITTUs and 

currently involved in foundry activities, stated that it is rare to see a well-trained individual, 

especially university-type graduates with technical and engineering backgrounds, working 

with smalkcale enterprises. For him, 

'' See J. Cobbe (1991), "The f olitical economy of Education Reforms in Ghana," D. Rothchild (ed), Ghana: 
The Political Economy of Recovery, Boulder & London: Lynne Riemer hblishers, pp.112-113. 



you would never hear a graduate saying 1 am going to work for a smail-scale 
enterprise. It does not fit their statu as university graduates. They are d l  
attracted to work in big and well paying corporations like the Ashanti 
Goldfields Company (AGC) or Volta Aluminium Company Limited 
(VALCO). Graduates do not want to be associated with srnail-scde 
enterprises." 

The result is that most small-scale enterprises lack the highly trained personnel who can 

propel their operations to a higher technical level of industrial production. 

According to La11 et al., while the "apprenticeship system is well suited to the 

transmission of fairly simple manufacturing skius to workers with minùnaai formai education ... 

it is less suited to training for the skills needed for modem manufacturing, where completely 

different types of skills fiom those possessed by traditional craftsmen may be required, and 

where a considerable higher level of education is necessary to ope ration^."^^ However, one 

cannot also fault university graduates for their desire to join large enterprises as opposed to 

smaller ones sincc small-scale enterprises Iack the funds and other resources that wilI attract 

high calibre personnel iike graduates into their businesses. Hence, 

the govemment through the national service scheme should have a policy of 
attaching graduates to small-scaie enterprises. The govemment should be ab le 
to do so by subsidizing the pay of these graduates sent to the srnaII-scale 
enterprises. The owners of the h s  can then pay the rest of the salary of the 
graduates. For it is at this level that the slcills of the technically-trained 
graduates could be more useful and efficiently/effectively utilized. By 
supe~s ing  the production process, better resuits are likely to be achie~ed.~" 

Interview with client involved in engineering, foundry and casting, Tema, 9& M y ,  1999. 

93 La11 et al., Technology and Enterpnke Development, p. 167. 

a interview with male client invoIved in light enginee~g, foundry and casting, Tema, 9& July, 1999. 
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This view was echoed by many of the client h s  in the metals and light engineering sector, 

who wanted graduates with technical backgrounds to be attached to them to help them reach 

certain acceptable standards in their manufacturing process. Without arguing that people 

without the requisite educational quaiifïcations in technology cannot be innovative, it is clear 

that higher education makes it easier for entrepreneurs to analyze technical issues which are 

normaiiy overcome by "trial and error" by those who are not well educated in technology? 

On the issue of management training and practice, the interviews showed that 

GRATIS client firms kept records of their businesses for reasons similar to those given by 

NBSSI clients. Besides enabling business owners to know the direction of their enterprises, 

entrepreneurs were of the view that it af5orded them the chance to know the business 

strategies that need to be adopted to maximize profits, and also to evaluate the viability of a 

project they rnight have undertaken. Such was the cornmitment of some entrepreneurs to the 

practice of record-keepùig that they had part-time accountants and auditors who checked 

their hancial records and provided the business with an outlook on its progress. However, 

what was striking arnong client firms was the fact that most of them got their managerial 

training not tiom the GRATIS, but ~ t h e r  fkom organizations Like MDPI and even sornetimes 

kom the NBSSI. GRATIS' emphasis is on technological transfer and other foms oftechnicd 

assistance and training, as opposed to management education. 

Client b s  stated that managerial and entrepreneurid training had equipped them 

with insights, skills and information for dealing with various problems that crop up in their 

95 Niusin, K .  A. (1991), The Informal Sector in Ghana's Political Economy, Accra: Freedom Publications, 
p- 89. 



business operations. Also, the administrative capabilities and business perspectives of client 

h s  had been enhanced and broadened as a result of the managerid training. Apart fkom 

expanding theirknowledge base in the production process, it also facilitated persona1 contacts 

and networking with other client fkms who are already weli-established in the manufacturing 

process, 

Marketing: 

The marketing of goods plays an important role in the growth and development of 

small-scale enterprises. Effective and efficient marketing of products has implications for 

uicreased profit eamlligs and expansion in o u t p ~ t ? ~  The aspects of marketing examined 

included the main customers and approaches to marketing, as welI as whether firms exported 

their products. In examining the main customers of client firms, the aim was to find out the 

extent to which linkages existed among businesses in Ghana. This is because linkages, which 

involve making use as inputs in one industry the goods produced by another is crucial for 

industrial development?' 

Interviews with client h s  revealed that while linkages in the form of information 

sharing among client firms is virtually non-existent, it is the nom between client firms and 

GRATIS/ITTUs. Through its monitoring procedures which form part of its mandate, client 

firms aclmowledged that personnel of the GRATISATTUs do cd1 at their business premises 

to offer technical advice, and also sub-contract work to them. The linkages and sub- 

96 S. Boapeah & M .  Poppe, Sîrengthening Spatial Circuits of Rural SmaZZ-Scale Industries for District 
Developmenr, p.67. 

* ibid., p.65. 



contracthg that goes on in the activities of small-scale entrepreneurs is a positive 

development. Although the kind of sukontracting, Mages  and interactions that take place 

in Ghana might not be on the scale nmilar to those that pertah to the West or even Asian 

NICs, they are b e g h h g  to occur. 

Client firms in metals and engineering in both Accra and Kumasi reported that they 

had manufactured spare parts and products such as corn-mills and its grinding plates, c h a h  

sprocket wheels, spare parts, tool boxes, wood-tuming lathes, gear boxes, paim kemel 

cracken, cassava pressers and graters, shea butter, palm oil and gari pmcessing machines, and 

piston rings for purchase by companies Like the Ashanti Goldfields Company Limited, 

Aiuworks Limited, and Ghana Textile Company. Et was also common practice for other 

customers to be referred to manufacturefi by a mutual fkiend. Thus, while wood-processors 

produced furnihue, office equipment, and saw benches for marketing; food processors were 

involved in bakery, shino making (pepper sauce), 6sh preservation and catering seMces either 

on advanced orders or for inventory stock. Seven (64%) of the client fims in Kumasi and 16 

(59%) in Accra manufactured solely on advance orders. Since producing for stock ties up 

their capital, they considerd it unadvisable to do so. In the words of one client "We cannot 

lock up funds when nobody buys the product. Things are not favourable for manufacturing. 

Imports are thwarting our efforts."98 Production for stock existed among only four and eleven 

clients in Kumasi and Accra respectively . One such client who produced spare parts for stock 

98 Interview with client involved in metals and engineering, who happened to be the former chief technician 
at ïïTü, Suame, Juiy, 1999. 



stated that he did so because "a good product sells itself?"' In Accra, those who produced 

for stock were mainly in textiles and garments, and food-processing. 

Although some oftheirproducts found their way to neighbouring corntries, ten (9 I %) 

of the client b s  in Kumasi and 23 (85%) in Accra did not directly export their products 

because they were of the view that they were not yet ready to explore the international 

market. The only client in Kumasi who exported to Malawi, Burkina Faso and Benin stated 

that it constituted about 10% of his production.'" The remaining clients were concemed 

about not being able to meet demand £iom overseas, and that could be bad for their business. 

They beiieved that when they were M y  established on the local market, they wodd be in 

the position to meet the quality standards and demands of overseas markets. Their argument 

was that if they could not compete on the Iocal market where they were supposed to have an 

advantage, then there was no reason to explore the international market. Client firms were 

of the view that they could be helped by the governent if some limits were put on the 

nurnber of goods which could be importeci Ui the c o u .  where there was a local industry 

undertaking similar production, since iiberalization was undemiining the operations of local 

manufacturers. To local client h s ,  the government appean to be indirectly supporting 

foreign industries and investors by widely opening the econornic door of Ghana. 

GRATIS clients also advertised little because oftheir inadequate capital and the costs 

involved. The lack of capital had a bad effect on the ability of entrepreneurs not only to 

maintain a smooth flow of production, but also to undertake sufficient advertising for their 

-- - - 

99 Interview with maIe client involved in metals and engineering, Kumasi, July, 1999- 

interview with male client involved in met& and engineering, Kumasi 6"' May, 1999. 
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products. Thus, apart b m  having a partictxlar customer base for which they produced for, 

client h s  suggested that the lack of capital, raw materials tools and equipment to engage 

in regular manufacturing could result in their being overwhelmed with demands if they 

advertised. Three client h s  in Kumasi (27%) and four in Accra (1 5%) noted that on the few 

occasions where they had advertised their businesses at û-ade fairs like INDUTECH, in the 

newspapers, and through bill boards they had been overwhelmed with orders. Since such 

client h s  were under so much pressure to meet these demands, and since most of them 

could not do so, they felt that it was in the best interest of the business to shelve the idea of 

advertising. 

Impact of Programmes: 

The Marketing and Publicity Officer stated on the subject of the impact of 

GRAnSKMWs programmes and services on clients, that the organization is supposed to 

conduct client surveys to collect tïme line data, and also engage in performance monitoring 

to determine the success or failure of its programmes and services. According to her, during 

such sweys ,  GRATISATTUs is expected to examine issues relating to general workshop 

environment, record-keeping practices, Ioan repayrnent rates, employment generation and 

sales volume, and use them as indicators to draw concIusions.'O' However, GRATISATTUs 

have very Iittle data on impact of their services and programmes on dient firms, since the 

'O' Interview with Marketing and Publicity OfEker, GRATIS, Tema, 30' March, 1999. 



surveys conducted by the organization o f h  d d t  only with project expenditure, incomes and 

An exception was the survey of 266 clients of GRATISnTTUs conducted on behalf 

of the EU by the Institute of Statistical, Social and Economic Research (ISSER), University 

of Ghana in SundJuly 1998 as part of a feasibility shidy on the potential of M e r  EU support 

to GRATIS.'~~ The main fïndings of this survey were as follows: 32% of clients reported an 

increase in volume of sales, 7% mentioned increased employment, 1 1.7% cited access to 

credit, while another 12.9% noted the adoption ofnew  technologie^.^" There is also the work 

of Srnillie which examined the activities of the TCC/ITTU, and their impact on small-scale 

rnanufacturing in Ghana. In assessing the TCC, which can Iogically be extended to the 

GRATIS ATTUS, Smillie stated that it 

probabl y ranks among the most success fùl appropnate tec hno logy institutions 
in the world. Hundreds of srnail-scale urban and rural enterprises today eam 
income fkom technologies introduced to Ghana by TCC; and the foreign 
exchange savings to the country are enormous. An array ofTCC products and 
techniques are at work on f m s ,  in industry and villages throughout Ghana, 
and some of what the Centre hm leamed has been passed on to half a dozen 
other couniries. Most important of dl, a capacity and a potential for M e r  
development, quite independent of TCC, has been put in place? 

When asked therefore what the impact of their programmes had been on client operations. 

the Marketing and Publicity Officer stated that: 

'O2 G W S  (1 999), Search for Impact: A Compa~on of the 1995 Baseline Survey tu the 1998 fSSER Client 
Survey of GRATIS, pp. 4-5. 

'O3 GRATIS, Searchfor Impact, p. 5.  

'04 ISSER ( 1  998), Technology Tramfer in the Informal lndustnal Sector: A Study of GRATIS/Iï7Tr Clients 
and Customers, pp. 49-53; GRATIS, Searchfor Impact, p 19. 

'O5 1. Smillie, No Condition Permanent, p. 195, 



1 guess our clients are better suited to answer this question. However, 1 can 
Say thmugh our programmes and services, clients have better customer 
relations, re-organized their activities, incorporated new technologies into 
their operations. Clients are doing weil that sometimes work is sub-contracted 
kom the ITTUs to them. Others [clients] in the production of agricultural 
equipment are thinking of exporting their products to the ~ub-regiodw 

GRATIS clients interviewed for this study also expressed the following viewpoints: 

For Kumasi, three clients each stated that they enjoyed technicd advise and access to finance 

for purchasing raw materials and machine tools. One client each abo cited increased 

employment, change in business orientation, and increased profit margins as the greatest 

impact of their association with GRATISfiTTUs had on their businesses. In Accra, fourteen 

clients (52%) mentioned increased access to finance, six (22%) cited improvements in 

business management and orientation, four (1 5%) taiked about technical support and advice, 

while another client (4%) mentioned an increased employment level. Two clients each in 

Kumasi and Accra, however, stated that their association with GRATIS had not benefitted 

them in any way. The fïndings in this study were similar to those of ISSER, with the only 

notable difference being the increased number of clients in this study who cited access to 

finance and credit as the greatest impact of GRATIS/ITTUs on their operations. 

'O6 Interview with Marketing and Publicity Officer, GRATIS, Tema, 30' March, 1999. 
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Political and Cultural Issues: 

Membership of Assuciations and Lobbying 

GRATIS clients also were asked whether they were registered rnernbers of any 

association and the impact of such membership on their businesses. Since membership is a 

prerequisite for becorning a client and getting assistance, dl the GRATIS entrepreneurs 

interviewed for this research were members of their ITTU clients association. Clients noted 

that membership in the ITTU association had been instrumental in their being assisted with 

loans fiom either HPS or WC. However, regarding their membership with other associations, 

the clients (45% in Kumasi and 41% in Accra) who Like their NBSSI counterparts had joined 

various organizations (professional, artisan, bus in es^)'^ did not believe they enjoyed any 

particular benefits, despite the promises given them by the leaders. According to these clients, 

it was costing them t h e  and rnoney to be members, since they had to attend meetings as well 

as pay various dues. However, they felt that since some benefits in form of networking, as 

welt as tangible economic benefits might ultimately be realized, they were better off being 

members than not. 

'O7 Clients had joined associations such as the Ghana Furniture Makers Association, Association of Ghanaian 
Industries (AGI), Ghana National Tailors and D r e s d e r s  Association, and Ghana National Association of 
Garages (GNAG). 



Table 6.7: Contacthg MPs and Governent Officiais. 

Table 6.7 [a] 

I I - I Accra I Kumasi I 
I Yes NO I Yes I NO I 
I 

I Male 1 2 14 1 2 1 9 I 1 Gender 1 Female 1 I 1 10 1 O 1 O 1 

Table 6.7 [b] 

Education 

No Forma1 

miuy 

Secondary 

Table 6.7 [cl 

Gender 

Male 

TechnicaI & 
Vocational 
University/ 
Tertiary 

Female 
Male 

Female 
Male 

Accra 1 Kumasi 

Fernale 
Male 

Female 
Male 

Female 

Business 
Activity 
Metals & 

Yes 
O 
O 
O 
O 

Engineering 

Food 
processing 
Wood 
processing 
Textiles & 
Clothing 

O 
2 
O 
O 
I 

Gender 

Male 

Aluminium 
Processing 

No 
2 
1 
O 
1 

Female 
Male 

Female 
Male 

Female 
Male 

Female 

Goldsmith 

O 1 1 
2 
5 
5 
6 
1 

Male 
Female 

Yes 
O 
O 
O 

Accra 

O 
O 
O 
1 
O 
O 
1 

Male 
Female 

No 
1 
O 
2 

O 
O 
1 
O 
1 
O 

Yes 
1 

Kumasi 

O 

O 

1 
O 
5 
O 
O 
O 

No 
8 

Yes 
2 

O 
1 
4 
3 
O 
1 
5 

O 
O 

O 

No 
9 

O 
I 

O 

O 
O 
O 
O 
O 
O 
O 

I 
O 

O 
O 

I 

O 
O 
O 
O 
O 

O 

O 
O 
O 

O 
O 

O 
O 



Client h s  expressed their skepticism about the Likely effect that lobbying MPs to 

ensure that policies favourable to the small-scale sector are formulated and irnplemented by 

the govemment. Nine client h s  in Kumasi (82%) and 24 (89%) in Accra did not bother to 

contact them, since MPs were seen as exerting little influence in the decision-making process 

(Table 6.6). According to client h s ,  the thne to be spent trying to contact an MP or other 

government officials could be better channeiled into the rnanufacturing of goods. The 

anecdotal experience of a client in Kumasi lent support to the idea of ME% being powerless 

and unable to influence poiicy-making. According to him, d e r  his workshop was razed down 

by fire, the MP who visited the site suggested that problems and situations like his called for 

governent assistance, but said, however, that he doubted that would be the case. For the 

entrepreneur, the statement by the M .  made him disappointed and also aware of the fact that 

the govemment cared little about small-scaie entrepreneurdo8 Finally, another client in 

Kumasi/Suame pointed out that after providing land over 18 years ago for manufacturers to 

be settled in a particula. location, no govemment official had corne over to check on their 

progress or k d  out about their problems. While the Minister of Industries, Science and 

Technology came on a working tour at the Suame Magazine in July 1997 and promised to 

ensure improvement in the conditions under which client h s  operated, as ofthe end of 1999 

nothing had been done because the govemment had Little interest in and cornmitment to the 

activities of the smd-scale se~tor."'~ Such views of client firms obviously cal1 into question 

.. - . . 

los Interview with male client involved in metais and engineering, Kumasi, 6' May, 1999. 

109 Interview with client involved in metals and engineering, Suame/Kumasi, Juiy, 1999. 
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the governrnent's supposed cornmitment to making mal1 manufachiring the %edrockt' of 

national industrial development, 

The position ofclients was that the government was yet to realize and hlly appreciate 

the contribution of small-scale enterprises in an economy. They believe government onicials 

are of the view that assisting and developing mall-scale enterprises would bring only 

individual success to the owner rather than benefits to society at large. Therefore, the attitude 

among government officiais was to ailow individuais to run their own businesses and deal 

with their problems without support from the government. One client contended that major 

power brokers would not want capitalists to emerge and thnve, since they would constitute 

a threat to the power and status of the wealthy class. Hence, the governent wants to 

maintain the hegemony or dominant position and power of a few people in society."O When 

government shows some initiative in providing assistance to entrepreneurs to alleviate their 

problems, the share of the fun& that is used to "taik about the problem" is normally larger 

than the amount that goes into problem-solving itself. In effect, the so-called consultants who 

are mandated to deal with issues relating to the small-scale sector become the main 

beneficiaries, rather than small-scale enaepreneurs themselves, since they keep travelling and 

ruiuiing workshops, seminars and conferences al1 in the name of finding solutions to the 

problems of the small-scale sector." ' In the words of one client, "the government makes a 

"O interview with male client involved in foundry activities, Tema, 9"' Jufy, 1999. 

III Interview with male client involved in rnetals and engineering, Kumasi, 6' May, 1999. 
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mockery of the development of the comtry. They make promises and never fulfil them. Good 

Living makes them to forget about us."L12 

Control and Authoritarianism: 

The extent to which GRATIS clients involve their worken or apprentices in decisions 

affecthg their operations was examined to 6nd out about the extent of authontarian 

management practices in businesses. They were asked whether they sought the views of 

workers in business decisions, and the extent to which workers could take decisions without 

approval fiom the owner. On the fint question, the responses fkom GRATIS clients, like 

those of NBSSI clients, was ovenvhelmingly in favour of worker participation. Some of 

those, 91% in Kumasi and 89% in Accra, stated that their reasons for seeking the views and 

involving workers in decision-making were that they wanted workers to know and understand 

their roles, as well as the direction, progress and performance of the business. In the process, 

owners of client h s  were of the opinion that by being part of the decision-making process, 

workers would be convinced of the ments of a particular decision. This approach in itself, 

according to clients, resulted in better job performance, increases in production. and 

irnprovement in standards of business operations. 

However, when questioned whether workers could take decisions without the 

approval of business owners, there was a sharp schism between these responses and answers 

to what they had earlier said conceming worker participation in decision-making. While seven 

of the 27 (26%) in Accra and four of the 11 client h s  (36%) in Kumasi said employees 

could do so, a greater number (twenty- 74% in Accra, and seven- 64% in Kumasi) said they 

' " intenriew with client male client involved in metais and engineering, Suame/Kurnasi, July, 1999. 
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codd not (Table 6.8). Analysis of the reasons for not wanting workers to take decisions 

without approval revealed that business owners felt that since their businesses are srnaIl and 

developing ones, there m u t  be strong and effective leadership, and this must corne from 

above and fiom themselves. Furthexmore, leaving decisions to workers without much 

supervision, according to the owners of these h s  couid create confusion and problems in 

the workplace, since workers rnay Iack the information that will enable thern to take crucial 

decisions. In effect, suice workers were perceived by their owners of firms as lacking in ideas 

and Likely to take decisions that may be detrimental to the interests of the business, no 

decision concerning their work and the business could be undertaken without approval fkom 

the owners. 



Table 6.8: Allowing Workers to Take Decisions. 

Table 6.8 [a] 

1 1 Accra 1 Kumasi 1 

Table 6.8 p] 

Gender 

Table 6.8 [cl 

Male 
Fernale 

Education 

No Forma1 

Prirnary 

Secondary 

Technical & 
Vocational 
University1 
Tertiary 

Gender 

Male 
Female 
Male 

Female 

Yes 
3 
4 

Business 
Activity 
Metals & 
Engineering 

Food 
processing 
Wood 
processing 
Textiles & 
CIothing 
Aluminium 
Processing 
Goldsmith 

No 
13 
7 

Yes 
4 

O 

Source: Research datalresults (1 999). 
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Gender 

Male 

Female 
Male 

Female 
Male 

Female 
Male 

Female 
Male 

Female 
Male 

Female 

Accra 1 Kumasi 

No 
7 
O 

Accra 

Yes 
1 

O 
O 
2 
2 
O 
O 
1 
O 
1 
O 
O 

Yes 
O 
O 
O 
O 

Kumasi 
No 
2 
1 
O 
1 
1 
2 
6 
4 
3 
O 

Yes 
O 
O 
O 
O 
O 
O 
3 
O 
I 
O 

Male 
Female 
Male 

Female 
Male 

Fernale 

No 
8 

O 
1 
2 
2 
O 
1 
5 
O 
O 
1 
O 

No 
1 
O 
A q 

O 
1 
O 
3 
O 
O 
O 

O 
O 
1 
1 
3 
2 

Yes 
4 

O 
O 

No 
7 

O 
O 

O 
O 
O 
O 
O 
O 
O 
O 
O 

O 
O 
O 
O 
O 
O 
O 
O 
O 



Nonetheless, as evident in Table 6.8, there were aIso the views of a few business 

ownerç (seven-26% in Accra, and four-36% in Kumasi) which stood in sharp contrast to the 

prevalent position that workers should be  closely s u p e ~ s e d ,  given instmctions, and could 

not take decisions without approval. These business owners had made it a policy to delegate 

authority and responsibility of decision-making to a supervisor who was in charge of 

production and general management. Since business operations had to go on in their absence, 

such business owners had hired individuals who were seen by them as being fully capable of 

running the business. Thus, they were at l e m  willing to extend trust not to family members. 

but to someone hired on the basis of competence to supervise workers. 

Comparing NBSSI and GRATIS clients, GRATIS' male clients were even less likely 

to allow workers to take decisions on their own. In Accra, seven out of eleven (64%) women, 

as compared to 13 out of 16 (81%) men, were authontarian about decisions (Table 6.8a). 

Furthemore, the relatively high proportion of in t e~ewees  in textiles and clothing, and metals 

and engineering accounts for the perceived relationship between their manufacturing activity 

and authoritarianism (Table 6.8~). Finally, although a greater number of clients with 

secondary, as well as technical and vocational education did not allow their workers to take 

decisions without their consent, five of the seven Accra clients who believed that workers 

could take decisions without s u p e ~ s i o n  were graduates of universities (Table 6.8b). This 

fincihg suggests that higher educational levels could be a factor in moderating authontarian 

management practices. 

However, it should be added that even those owners who believed that workers could 

take decisions without their approval, added that there were limits on the kind of issues 



workers can deal with without approvai from them. Decisions relating to finances always had 

to corne h m  the orner. In effect, although the input of workers was sought, the final 

decision usually rested with the owner. As Kuada argues, the nature of a particular decision 

made close supervision and the provision of clear-cut instructions imperative if performance 

is to be ensured, and such management become particularly important where workers or 

subordinates are new to the ta~k."~ Thus, when one analyses the responses to the two 

questions and relates them to the cultural orientation of hierarchy and respect for authority 

in Ghana, the conclusion can be drawn that owners of client h s  tended to have a hand in 

almost al1 the activities that went on in their businesses and their management style was 

prirnarily authontarian. 

Extended-Famiiy System, Ethnicity and Empioyment of Workers: 

Evidence fiom the interviews indicate that although extended-family relations and ties 

are strong among Ghanaians, and business owners are normally expected to employ family 

members, this was not the case among GRATIS client firms interviewed for this study. Six 

out of 1 1 business owners (55%) in Kumasi and 16 out of 27 (59%) in Accra stated that they 

did not Iike having extended-family members in the business (Table 6.9). These interviewees 

explained that, besides it being inauspicious and inadvisable to mesh family issues with 

business matters, some extended-family members were not honest and trustworthy with the 

funds that corne into the business. In addition, extended-family members are seen by owners 

as being undisciplined and insubordinate, and having a lukewarm cornmitment to work, which 

113 Kuada, J. E .  (1994), Managerial Behaviour in Ghana and Kenya: A Cultural Perspective, Aalborg: 
Aalborg University Press, p. 126. 



is totdly different fiom non-family workers, thereby affiecting the production levels desired 

in the business. The view of one ofthe business owners was that "having family members is 

a disadvantage, dangerous and risky. 1 tried it once and it was a disaster. She did not take 

instructions and relate well with other worker~.""~ In the instances where extended-family 

members were employed in businesses (eleven- 41% in Accra, and five- 45% in Kumasi), 

these owners stated that it was because family members showed an interest, were hard- 

workuig and qudified for the job, and not necessarily due to their ties with them. They also 

found it expedient to employ their family rnembers to ensure continuity of their business in 

their absence. Despite these reasons, one cannot however, ignore the fact that some clients 

might also have ernp loyed farnily mernben simply as a way of providing them with jobs or due 

to the societal pressures and demands to do so. 

"' interview with male client involved in wood-processing, Tema, 2& September, 1999. 
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Table 6.9: Employment of Family Mernbers. 

Table 6.9 [a] 

I I I Accra I Kumasi I 
I yes I NO I yes I NO I 

I M 

Male 1 8 1 8 1 5 1 6 
1 Gender 1 Female ! 3 1 8 1 O 1 O 1 

Table 6.9 b ]  

Table 6.9 [cl 

Education 

No Fonnal 

Primary 

Secondary 

Technical & 
Vocational 
University1 
Tertiary 

Gender 

Business 
Activity 
Metals & 

Source: Research datahesults (1 999). 

Engineering 

Food 
processing 
Wood 
processing 
Textiles & 
CIothing 

AIuminium 
Processing 
Goldsmith 

Accra 
Yes I NO 

Gender 

Male 

FemaIe 
Male 

Female 
Male 

Female 
Male 

Fernale 

Male 
FemaIe 
Male 

Female 

Kumasi 
Yes 

O 
O 
1 
O 
1 

1 
1 
O 
1 
1 
2 
4 
3 
2 
1 

Male 1 O 
Female O 
Male 1 1 

Female O 

Accra 

O 
1 
1 
1 
O 

NO 

1 
O 
1 
O 
O Male 

Female 
Male 

Female 
Male 

Female 

Yes 
6 

Kumasi 

O 
O 
3 
2 
4 
i 

No 
3 

Yes 
5 

O 
O 
3 
3 
O 

O 
3 
O 
O 
O 

No 
6 

O 
3 
O 
1 
O 

O 
O 
O 
O 
O 

O 
1 

I 
O 
O 
O 
O 
O 

O 
O 

O 
O 
O 
O 

1 
5 

O 
O 
O 
O 
O 
O 

O 
1 
O 
O 

O 
O 
1 
O 



in examining Tables 6.9a-6.9~~ we again see that female clients were less likely to 

employ family members. 1 would suggest that the social expectations of employing family 

members, and the pressures of family obligations seem to fall more heavily on men than 

women. Furthemore, while there was a slightly higher propensity arnong male clients in 

metals and engineering to employ family members, femaie clients in textiles and clothing, as 

well as food-processing were less likely to do so. Again, this finding is conter  to the general 

view that the technical sophistication of a business like metals and engineering would reduce 

the employment of family members, unless they possess the requisite skills. However, 

educational qualifications did not seem to infiuence views on the subject of employment of 

family members. 

Although employment of family members was not widespread, business owners were 

willing to help them financially. Only one client (9%) in Kumasi and seven others in Accra 

(26%) suggested that they did not feel obliged to assist family memben. As expected, a 

significant majonty ofbusiness owners (ten-9 1% in Kumasi, and twenty-74% in Accra) stated 

that given the social pressures of Ghanaian society, they could not disassociate themselves 

kom the extended-farnily and therefore felt they had a responsibility to assist them. Such 

financial assistance, and other farnily and social responsibilities tended to have some negative 

impact on business operations. For seven of 27 (26%) in Accra and four of 1 1 (36%) in 

Kumasi, not only did such support and responsibilities afEect their business capital, but also 

it caused delays, and took time away fkom business operations to sometimes attend to fmily 

needs. Nonetheless, the suggestion by some writers that by financially supporting family 



mernbers, entrepreneurs are engaging in unproductive social in~estments"~ paints an 

erroneous picture of the operations of smd-scale manufacture= in Ghana, especiaily those 

business owners interviewed for the study. Like the responses of NESS1 clients, these 

business owners' positions were that although there are constant demands fkom extended- 

family members for hanciai support and assistance, they set certain standards, and have 

principles which guide them in their business, and were generaily reluctant to compromise 

them for the sake of extended-fely issues. Since raising fiinds fiom other sources, especially 

the banks, was difficdt, they had to be carefbl with the management of financial resources 

so as to prevent the collapse of their business and source of sustenance. Ln effect, most 

owners (64% in Kumasi and 74% in Accra) did not see such hanciai assistance to family 

members as adversely affecting their business operations because they had budgeted for such 

expenditure. 

Ethnicity: 

Finally, Table 6.10 illustrates that the ethnic make-up of interviewees in Kumasi and 

Accra was what could be expected and shows no surprises, except that like the ethnic 

composition ofNBSSI interviewees, there were no Ga-Adangbes among GRATIS' Kumasi 

interviewees. Their absence could be explained by the fact that by being the indigenous 

inhabitants of Accra (the national capital) which aiso has a large small-scale manufacturing 

sector, there is little felt need to move to Kumasi to undertake entrepreneurid activities. 

l i s  See P. GarIick (1971), Afican Traders and Economic Devefopment in Ghana, Oxford: Oxford University 
Press; S .  Berry (1985), Fathers Work for Their Sons: Accumulation. Mobility. and C1as.s Formation in an 
fitended Yoruba Comrnunity, Berkeiey: University of California Press. 



Table 6.10: Ethnic Composition 

Ethnic Group 

Akan 

Ga-Adangbe 

Source: Research datdresults (1999)- 

Adopting an approach sunilar to the one employed in discussions with NBSSI clients, 

GRATIS in te~ewees  were asked whether they considered the ethnic backgrounds of people 

before employing them. Reflectuig an entrenched stereotype of Ashantis being arr~gant,"~ 

one client, an Ewe based in Kumasi, the capital of Ashanti, suggested that he preferred not 

to work with Ashantis but rather with individuals kom the Northern, Western and Volta 

regions of Ghana because they were interested in his profession of metal fabrication and 

engineering.'" While it is not my intention to ûivialize the importance of ethnicity as a means 

for advancing narrow interests, nine (82%) in Kumasi and ali clients in Accra argued that 

ethnicity did not matter to them. In defending this position, an interviewee made a telling 

point. According to him, in Ghana, and for that matter aplace like Kumasi, people of various 

ethnic groups are noted for their preference for and dominance of particular trades or 

manufacturing activities. For instance, he suggested that Ewes prefer to be involved in wood- 

Total 

"' Osei, P. (2000), "Political Lïberalization and value added tax in Ghana," Jorrrnal of Modern Afiican 
Studies, 38.2, p. 306. 

Kumasi 

N (%) 

8 (73) 

0 (0) 

"' interview with client involved in metais and engineering, Kumasi, 6* May, 1999. 

Accra 

N (%) 

13 (48) 

7 (26) 

11 (100) 27 (100) 



working, while Fantis, who are part of the broader Akan ethnic group, have a supposed 

preference to engage in food-processing. Obviously, this view is part of the ethnic 

stereotyping that was mentioned in the previous chapter, since Ewes and Fantis, like other 

ethnic groups in Ghana do engage in other forms ofrnanufacturuig activity. However, for this 

client, if people fiom ethnic groups different from his own are not in his labour force, i t is not 

because he does not want them. Rather, he athibuted it to the fact that they might not be 

Uiterested in his profession.'18 While 1 was not in the position to trace the ethnic networks of 

interviewees, which might thus make one have reservations about their views on this issue, 

the argument cm still be made that the idea of ethnic bias appean to be a bit exaggerated. 

Concludine Remarks 

Technological transfer and development form a core part ofthe efforts of any country 

to realize socio-economic growth. It is in this regard that GRATIS' programmes in facilitating 

such development through a "hands-on" approach, and an orientation towards gettuig goods 

manufactured appears very effective. Yet, there are certain aspects of the organization's 

activities that face serious challenges, namely, inadequate fiinding, limited nurnber of 

apprentice trainees, high rate of technical staffturnover, and the lack of CO-operation among 

the agencies doing similarjobs. While the study has shown the areas of weakness of GRATIS' 

operations, the positive impact of its technology kansfer, client and customer services, and 

technical training programmes are indicative of how, when resources are made available to 

the sector, it cari propel the country's development process. 

- -  

'" interview with client involved in metais and engineering, Kumasi, 24' July, 1999. 
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Furthemore, as a result of the i n t e ~ e w s  and other research rnethods empIoyed for 

the study, it would be fair to argue that the views and orientation of a number of 

GRATISATIZT clients did not conform to the reasonable expectations that we had about 

small-scale enterprises in Ghana, in tems of employing people based on their ethnicity and 

family ties, as well as authontarian management style. However, we see that like their NBSSI 

counterparts, GRATIS clients have yet to Mly develop the kind of values, orientations and 

social trust that are necessary for the functioning of a capitalist mode of production. Finally, 

the Iack of trust in the political system is striking. As noted in the previous chapter, the deep 

distrust of govemment and the political system that was evident poses a continuing pmblem 

to the industrialization of Ghana. 



CHAPTER SEVEN 

NON-GOVERNMENTAL 0RGA4NIZATIONS(NGO~) AND INDUSTRIAL 

DEVELOPMENT: EMPRETEC GHANA FOUNDATION 

The acronym EMPRETEC, is derived fiom Empresario T e c h n o l ~ ~ c ~ ,  a Spanish 

phrase for development-based enterprises because as a project, EMPRETEC was pioneered 

in Argentina in 1988 by the then United Nations Centre on Transnational Corporation 

(UNCTC). Since its inception in 1988, EMPRETEC has become an international network 

aimed at developing the pnvate sector by providing entrepreneurid kainhg to local 

entrepreneurs. Currently, EMPRETEC operates in several countries including Argentina, 

Bolivia, Brazil, Colombia, Chile, Ethiopia, Nigeria, Peru, Uruguay, Venezuela, and 

Zimbabwe.' As Boeh-Ocansey notes, EMPRETEC Ghana was established in October 1990 

by the UNCTC as a technical CO-operation with the Ghanaian government to enhance the 

participation of the private sector in national economic de~eloprnent.~ When it started, the 

initial focus of EMPRETEC Ghana was on entrepreneurship and business development for 

small-scale industries wbich were growth orientecl and engaged in value-added activities, that 

is, companies that had the willingness to grow, contribute to tax revenue and create 

employment.) Since September 1994 when it evolved fiom its project status to a full-fiedged 

' See "A Capacity-Building Programme to Foster the Growth and Competitiveness of Small and Medium- 
Scaie Enterprises in Developing Couutries," at ~ww.unctad.o~en/..bsites/empretedempretec, pp. 1-7. 

O. Boeh-Ocansey (I997), Ghana's Micro-enterpee and Informal Sector. .. bedrock for National 
Development? Accra, Anansesem Publications Limited, pp. 142-143. 

Interview wiîh Deputy Director, EMPRETEC, Accra, 16"' March, 1999. 



fondation, EMPRETEC Ghana's activities, withthe support of 66 staff: including a multi- 

discipliuary management team of pro fessionals who possws the knowledge, experience and 

interest in the development of the smaii md medium scale enterprises: have expanded to 

include a wide range of consultancy and support services which aim at improving the 

operational efficiency of its clients? This chapter therefore examines the activities of 

EMPRETEC Ghana and its role in the industrial development efforts of the country; and also 

looks at the characteristics of its crient Çms,  their orientation to business, and the impact of 

EMPRETEC's programmes on their operations. 

EMPRETEC Clients 

An entrepreneur h a  to be meet certain criteria before becoming a client of 

EMPRETEC. The organization undertakes an assessrnent of the prospective dient that 

includes a business "heakh check" assessing the t h ' s  needs, as well as its strengths and 

weaknesses. Those who are considered by EMPRETEC to have the potential and ability for 

business success are then encouraged to become clients, and sign up for the consultancy and 

business counselling senices that EMPRETEC provides.' However, EMPRETEC puts 

certain hurdles into the process by asking wouid be clients to register with a fee of 450,000 

cedis (US$138.46). This is aimed at cutting out micro or informa1 sector types of enterprises, 

' A- Gibson (1999), "EMPRETEC Ghana Foundation: Developing a Broad Product Portfolio Organization," 
Paper presented at International Conference on Building a Modem and effective Developrnent Services 
hdustry for Srnall Enterprises, Rio De Janeiro, Brazil2& - 5" March, 1999. 

0. Boeh-Ocansey, Ghana 's Micro-enrerprîre and Informal Sector. Op. Ck, p. 143. 

EMPRETEC (no date), EMPRETEC Ghana Foundation, p. 1. 

' InterYiew with Assistant Manager, EMPRETEC, Accra, 15' September, 1999. 



and ensuring that only those enterprises which have the potential to expand become clients. 

With suchastrategy, EMPRETEC cumntly has between 600-800 paid up clients throughout 

the country! 

EMPRETEC's Promammes and Services 

Finance is a problem that is always mrntioned by small and medium scale 

entrepreneurs, because their access to funds fiom banks and other financial institutions is 

scanty. To operate at international levels of productivity, however, entrepreneurs need 

funding to import up-to-date technology, get the nght expertise locally, and be managed 

properly. Also, getting a sizeable working capital enables clients to buy machines and raw 

materials in quantities which would tend to make the pnce more economical for hem? 

To deal with these hanciai headaches, EMPRETEC, in Febmary 1996 got a 

US$700,000 credit window fiom the United Nations Development Programme (UNDP) to 

operate a revolving fund for companies in the construction (block and slab rnakea), non- 

traditional exports and tourism sectors of the economy. This credit facility enables clients to 

access loans that will help them to purchase machhery, equipment and raw materials, expand 

their businesses, and, hopefblly, create ernpl~yrnent.'~ The loan applicants are appraised on 

their business plans, performance at interviews, registration documents of the business, its 

bank account, and their past business expenence and record. While loan applicants do not 

interview with Chief Executive Officer, EMPRETEC, Accra, 29"' Aprii, 1999. 

Interview with Deputy Director, EMPRETEC, Accra, 16'" Marck, 1999. 

'O Entrepreneurs are granted loaos of up to 2Omillion cedis (US$5714.28), although EMPRETEC plans to 
scale-up the ceiling to between 5 W o n  cedis (US$14,285.71) and 100 million cedis (US$28,571.42)- 
Interview with Chief Executive, EMPRETEC, Accra, 29'" Apd, 1999. 



provide collateral security, typically, two parantors who arenot related to the applicant must 

write letters on their behalf, so that in case of default, they would be held responsib le. Since 

not al1 entrepreneurs who apply can be provided with hancial assistance, EMPRETEC 

focuses on what the ChiefExecutive calls 'potentiai winnasl' in the business community, that 

is, those who can add value to their pmducts." EMPRETEC has set-up credit sourcing 

centres in five regional capitals, Accra, Kumasi, Koforidua, Takoradi and Tamale to enable 

clients to access the loan facility.12 However, since the loan administration is centralized at 

the organization's head office in Accra, applications are submitted to the Approval Cornmittee 

through the Regional offices with recornmendations kom the Client Managers of the various 

credit sourcing centres.') As of the end of 1998,613 entrepreneurs had benefited fiom the 

loan scheme operated by EMPRETEC, with about 35% of them being women." 

Successful loan app licants attend a Loan Management S eminar and Works hop to 

discuss issues relating to record-keepïng, loan repayment obligations, and the good will and 

reptation that is developed by clients by repaying their loans and meeting other obligations,'' 

Furthemore, repayment under the loan scheme is spread over six to eighteen months, with 

a 35% interest rate. While the Chief Executive contends that the essence of this high interest 

" htentiew with Chief Executive Officer, EMPRETEC, Accra, 29" Aprii, 1999. 

" Boeh-Ocansey, Ghana 's Minwnte'prîse and Infontzl sector, Op. Cit., p. 148. 

" The Loan Approval Cornmittee is made up of representatives fkom the Private Enterprise Faundation (PEF), 
Ministry of Finance, City Savings and Loans Bank, EMPRETEC, and a business owner. 

'' I n t e ~ e w  with Chief Executive Officer, EMPRETEC, Accra, 29" April, 1999. 

'' Interview wiîh Ag. Client Manager, EMPRETEC, Koforidua, 5" May, 1999. 



rate was not to give "fke and cheap money" to clients,16 the unstable inflationary rates in the 

country are also a factor for this interest rate. With this approach, EMPFETEC has since the 

introduction of the loan programme in 1996 been able to him around US$700,000 and aiso 

disbursed about 3.6 billion cedis, with a recovery rate averaging 92%, a rate rarely achieved 

by any other business development institution.17 

EMPRETEC also operates and encourages clients to corne together to form what it 

calls a Mutualist Empretec Guarantee Association (MEGA). Sponsored by the Department 

for International Development @Fm), the aid agency of the British g~vernment,'~ MEGA 

facilitates access to hinding for a large number of businesses that pool their finances to 

leverage b d s  with financial institutions. By joining a MEGA group and contributing an 

agreed and specified sum of money reguiarly into a group account, enterprises can be assisted 

under the scheme to raise substantid arnounts without going through the stringent 

requirement of providing col~ateral.'~ Registered businesses get together and fonn a branc h 

of between six and fifteen members. These members Save into a mutual savings h d ,  called 

a Loan Guarantee Fund by making monthly contributions to a loan account operated by 

participating financiai institutions, which is then used to provide a capital base for collateral 

purposes. DFID aid fhds  are then used to match the contributions made by mernbers into the 

Loan Guarantee Fund. When a MEGA member applies for a loan, the participating financial 

l6 I n t e ~ e w  with Chief Executive Officer, EMPRETEC, Accra, 29' Apnl, 1999. 

l7 Interview with Deputy Director, EMPRETEC, Accra, 16h March, 1999. 

The DFID has since June 1997 provided EMPRETEC with I million pounds (US $ 1.5 million) to enable 
it to operate various projects, programmes and schemes, 

l9 EMPRETEC (no date, a), Financial Services for SMEs. 



institutions then multiply the loan guarantee fûnd by a factor of four to estabiish the extent 

of a loanable fund available to a manber? The '%eauty of this scheme," according to the 

Deputy Director, is that companies that would otherwise not have benefited fiorn bank loans 

are now able to do so? 

EMPRETEC holds a bankers' training programme on relationship management which 

aims at changing the orientation of banks to small-scale entrepreneurs. This was modelled 

after a similar programme run by the NatWest Bank of the United Kingdom (UK) which was 

described by the Deputy Director of EMPRETEC as the "mal1 business lender" in Britain. 

This programme seeks to demonstrate to the banks that there is money to be made from the 

small-scaIe industries, and thus impress upon thern the need to focus on and provide financial 

support to small-scale industries.* Finally, Boeh-Ocansey points out that through the Clients' 

Accounting and Book-keeping Service (CABS) of EMPRETEC, entrepreneurs who on their 

own c m o t  afford the full cost of professional accounting services can be networked with 

O ther entrepreneurs to obtain the services of a firm of chartered accountants at a cornpetitive 

unit cost. This programme covers book-keeping and accounting advice as well as hands-on 

training of accounting staff? 

%MPRETEC (2000), MEGA Operating Manual. 

" interview with Deputy Director, EMPRETEC, Accra, 1 6 ~  March, 1999. 

ibid 

Boeh-Ocansey, Ghana 's Micro-enterpriie and Infimal Sector, Op. Cit., p. 149. 
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Non-Financial Programmes 

In addition to the hancial assistance schemes, EMPRETEC offers management 

training programmes because the biggest problem of small-scale enterprises is poor 

management and the owners' desire to exercise total control. According to EMPRETEC's 

Deputy Director, one striking thing about entrepreneurs is that even when they do not need 

money, they assume that more h d s  are necessary for their business success. They forget that 

in the absence of better management practices in the form of proper tirne management, 

record-keeping, and delegation of responsibility, their businesses could collapse. With most 

h m s  solely owned and decisions taken o d y  by the owner, most failures are the result of 

mismanagement and not hi& interest rates, inflation or even the absence of adequate fimds. 

Most small-scale owners are so ernotionally attached to their businesses that they would be 

reluctant to enter into a partnership even when EMPRETEC manages to arrange equity 

funding from venture capital for it.24 In the words of the Deputy Director, "just because the 

owners think they might have to relinquish part of their power and authority, they are 

unwilting to do so. Culturally, people think that 'this is my baby' and would not let go."z 

EMPRETEC, therefore, organizes Entrepreneurid Development workshops and 

other training programmes in the course ofevery year to improve upon the management skills 

of entrepreneurs. Thirty such workshops and training programmes covering a diverse range 

of business and management development topics were held b y EMPRETEC in 1 999. Apart 

fiom funiishing participants with information relating to extemal markets, EMPRETEC tries 

'4 interview with Deputy Director, EMPRETEC, Accra, 16' March, 1999. 

ibid. 
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through trainhg programmes to get entrepreneurs to h o w  that they need to improve upon 

their operations, and get a clear focus on the businesses they want to undertake, as well as 

encourages them to enter into partnership with other owners undertaking similar economic 

activities. They are trained, according to the Deputy Director, to be made aware that the 

attributes of a good entrepreneur are one who takes calculated risks, seeks opportunities, 

engages in systernatic planning and networks with others to have the necessary resour~es.'~ 

EMPRETEC also undertalces functional management sernïnars and workshops which 

enhance the specific cornpetencies of managers to enable them to hc t ion  effectively and 

efficiently. Areas such as sales and marketing, financial management, preparation ofbusiness 

plans, quality control, business planning, access to hance, personnel management, health and 

safety are al1 examùied during the training programmes and workshops." With about 30-40 

individuals attending the various traini~g workshops and sessions, and paying between 750 

O00 (US  $230.76) and 850 000 cedis (U!3 $246.15) each, an estimated 4000 individuals had 

attended the workshops as of ~ ~ ~ ~ . ' % E M P R E T E C  also organizes management training 

programmes which are custom-made on request fiom various other organizations. Agencies 

both in and out of the country approach EMPREXEC for particular training to be provided 

for their staff members. For instance, EMPRETEC Ghana has assisted a country like 

Botswana to implement EMPRETEC-Wre institutions and p r o j e d 9  

Interview with Depury Director, EMPRETEC, Accra, 16& March, 1999. 

3 Interview with Deputy Director, EMPRETEC, Accra, 16" Marck 1999; Intewiew with Regional Manager, 
EMPRETEC, Kumasi, May, 1999. 

'B Interview with Chief Executive Officer, EMPRETEC, Accra, 29" April, 1999. 

29 InteMew with Assistant Manager, EMPRETEC, Accra, lSh September, 1999, 



The EMPRETEC Business Forum, whose mernbership is limited to those who have 

gone through the trainhg programmes, specincally its 10 Day Entrepreneurid Development 

Workshop, was fomed in February 199 1 in recognition ofthe need to sustain the momenhun 

of interest of trainees and trainers. The aim of this association is serve as a platform for its 

members to interact and exchange business information, fhd solutions to problems common 

to their individual businesses and to relay information relevant to the sustainability of 

EMPRETEC prograxnmes and attainment of its objectivedo 

Since trade and investment flows have become so globalized that businesses can no 

longer keep solely to their domestic markets, EMPRETEC has since 1993 operated a foreign 

linkage programme with Danish h s  through the Danish Agency for International 

Development (DANIDA), based in Accra. While the CO-operation does not entail the 

provision of financial aid or support to private Ghanaian entrepreneurs, through these 

Iinkages, Danish companies provide technical support and assistance with an airn of upgrading 

the skills of local entrepreneurs. While al1 sectors of the economy are involved in the co- 

operation and linkage programmes, special emphasis is placed on wood-processing, 

agriculture and fisheries because, according to the Co-ordinator in charge at the Danish 

Embassy, Accra, the resources in these sectors have been under-utilized. Furthemore, a local 

business owner needs to have a bank account and show prospects of growing before entering 

into a licenced agreement with a Danish fbn through the Confederation O fDanish Industries. 

An essential part of CO-operation and partnership takes the form of training programmes in 

'O EMPRETEC (no date, d), EMPRETEC Ghana Foundation Corporare Profile, p. 1 .  
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Denmark for Ghanaian partners?' Through the m a g e  programme, sub-contracting is 

encouraged between the collaborathg fins. While enabling large h s  to stick to their core 

business objective, it ailows them to contract out the non-core activities to smaller firrn~.'~ 

EMPRETEC also provides consultancy services to clients, and follow-ups that 

constitute extension services. Consuitancy services include "business diagnostic and health 

checks" which determine the aspects ofperformance which offer scope for improvement, key 

areas of nsk where special attention may be necessary, key areas of opportuni ty that rnay have 

been overlooked, and areas of the business where effective and efficient management 

information and control may be lacking." It does so by maintaining a roster of consultants 

who are assigned to undertake specific assignments for client businesses, ranging fiom the 

preparation of business plans and feasibility reports to the installation of new technology. 

EMPRETEC pays about halfof the cost of using a consultant service through its management 

of the Technology and Enterprise Development Fund sponsored by the DFID. 

There is aiso the Ghanaian Enterprises Development Project (GEDPRO), supported 

by the DFID, which aims at strengthening and promoting growth in employrnent and income 

in srnall and medium-size enterprises in Ghana, primarily those with assets of 25,000 to 

250,000 poundd4 This is in addition to the technical advisory senrices that EMPRETEC 

" Interview with Co-ordinator, DANIDA Private Sector Development Programme, Danish Embassy, Accra, 
14' May, 1999. 

" EMPRETEC (no date, b), Consultancy and Extension. 

DFID (2000). Dmfl Project Completion Report for the Ghanaian Enterprises Development Project (Phase 
21, p. 1- 



provides through an arrangement with the British Executive Service Overseas (BESO)." 

Under this arrangement, the services of technical experts from Britain are engaged and 

attached to the business of clients for short penods to provide "hands on" advice and training. 

EMPRETEC launched the Ghana Executive Service Organization (GESO) in May 1998 to 

also provide local counterpart personnel to complement and sustain the technical services 

provided by BESO. GESO has taken over the CABS programme, and it is estimated that it 

would undertake about thirty assignments in the year 2000.'~ 

Finally, EMPRETEC offers Information Technology (IT) assistance in the form of 

intemet awareness and management information systems seminars to its clients. Since record- 

keeping had been a problem for h s ,  the IT assistance targets h s  which do not have or 

cannot afford Ml-time accountants, and businesses which do not have cornputer-based 

hancial systems. EMPRETEC thus provides what it calls a "one-stop-shop" solution to the 

problem of book-keeping and preparation of timely and accurate financial reports of 

businesses through the provision of its cornputer-based fuianciai systems to clients?' This 

programme is very important to EMPRETEC itselfbecause without accurate record-keeping, 

there is no way of looking back to see how clients have performed. While the IT seMces was 

BESO is an independent non-charitable organization founded in 1972 to provide advisory and coaniltancy 
senrices to countries throughout the world 

" DFID (2000), Draft Project Completion Report for the Ghanaian Enterprise Development Roject, (Phase 
2), p- 3- 

" EMPRETEC (no date, c) Infinnotion Technology (IV Solutions. 



initially meant for the intemal use of EMPRETEC, it was extended to cover clients since 

some of them needed and requested such senrices.)* 

Through its programmes and services, EMPRETEC is able to cover part of its total 

cost, while depending on donon for its remaining fiulding. EMPRETEC programmes and 

services have remained sustainabIe in the sense that the organization increased the level o f  

cost recovery, measured as the percentage of core overhead costs covered by fees paid by 

clients rather than by donors, from 3 1% in 1996 to 79% in 1999:~ According to Gibson, 

training programmes, eitherthrough the 10 Day workshop, and especially the customized and 

contract workshops, account for over half of EMPRETEC's intemally-generated in~orne-~' 

AIthough EMPRETEC has been able to reduce its dependence on external donors for finds 

to operate its programmes and senrices, Gibson notes that the organization's considerabIe 

ùzstitutional investment, namely, equipment acquisition and human development4' tends to 

increase its overhead cost, since such investment have no h e d i a t e  and direct revenue 

generating role." However, EMPRETEC wants to become filly self-sufficient, so that it 

would no longer need to depend on donor support. The organization seeks to realize this 

objective by cutting down on its overhead costs, and embarking on aprogramme ofeducating 

j8 Interview with Assistant Manager, EMPRETEC, Accra, 15" September, 1999. 

j9 DFTD (2000), Draft Project CompIetion Report for the Ghanaian Enterprise Devetopment Project (Phase 
2)- p. 1- 

a A. Gibson, "EMPRETEC Ghana Fomdaion: Developing a Broad Product Portfolio Organization," Loc. 
Cit., pp. 8, 1 1. 

" For instance, in the period 1994-1997, while $200,000 was spent on staff training alone, another $160,000 
was spent on the acquisition of capital equipment (ibid. p- 6). 

" ibid., p. 7. 



its clients, so as to raise their income d c i e n t l y  to be able to pay the fidl costs of 

EMPRETEC serviced3 

EMPlRETEC AND CLIENT FIRMS 

This section discusses the socio-economic and cultural characteristics of the 29 client h s  

ofEMPRETEC based in Accra-Tema who were inte~ewed for the study. It examines issues 

relating to the ownership structure ofbusinesses, period of establishment, business activity, 

educational qualifications of owners and their cultural orientation to business. 

Characteristics of Business Owners: 

Table 7.1 : Year of Business Establishment. 

I Total 1 29 (100) I 
199 1 to date 

Source: Research datdresults (1 999). 

15 (52) 

See Monica Aring (no date), "Compass to Workforce Developrnent: Guidebook Case Studies," at www. 
edc. org/CWD/g-empr. hmi (pp. 8-9). 



Table 7.2: Age Distribution of Business Owners. 

I Age Group l N (%) 1 

3 1-40 years 9 (31) 

41-50 years 13 (45) 

1 5 1-60 years 1 5 (17) 1 

Source: Research datdresults (1999). 

Above 60 years 

Total 

Table 7.3: Employment among Client F k s  

1 (3) 

29 ( 100) 

1-10 employees 4 (14) 

1 1-20 employees 

2 1-30 employees 

More than 30 employees 

10 (34) 

8 (28) 

7 (24) 

Total 29 (100) 

Source: Research data/results (1999). 



Table 7.4: Business Activity 

Activity 1 Gender 1 Total (%) 

Manufacturer of cooking utensils I " I I I  1 (3) 

Manufacturer of traffic lights I 1 I o l  1  (3) 

Textiles and clothing 1 2 1  4 1 6 (21) 

Film Production I o I 1 I  1 (3) 
- 

Metals and engineering 

Computing 

Cerarnics 

Manufacturer of polythene bags 

Manufacturer of electrical appliances 

Pharmaceuticals 

E'rinting, h b l i s h g  & Larninating 

1 

1  

Manufacturer of electrical cables 

Wood-processing 

Building and construction l 2 I o  1 2 (7) 

1  

1 

1  

3 

Music Recording 

O 

O 

- -- 

1  

4 

Source: Research resuitddata (1 999). 

1  (3) 

1 (3) 

O 

O 

O 

O 

1 

Food processing 

Tota! 

Like the findings in the previous two chapters, we see that the vast majority of 

EMPRETEC fùms were established after 1 9 80 (Table 7.1 ). What is significant though about 

the EMPRETEC clients is that, within the Ghanaian context, they were bigger in size as 

compared to the NBSSI and GRATIS client k s .  As evident in Table 7.3. alrnost 25% of 

EMPRETEC client fims interviewed had more than thiay employees. If we consider the fact 

1 (3) 

1 (3) 

1 (3) 

3 (10) 

O 

O 

1 (3) 

4 (14) 

O 

O 

22 

1 (3) 

- - 

1 

7 

1 (3) 

29 (1 00) 



that small-scale enterprises in this study were dehed  as those employing thuty or less 

individuais, then we c m  see that some of the EMPRETEC clients were medium-scale in size. 

Regarding ownership, ail but four (14%) Ems had sole proprietors. - 
Finance: 

For start-up capital, 23 in te~ewees  (79%) stated that they relied on personal 

resources, while two (7%) counted on family support. Four clients (14%), however, cited 

bank loans as the source of business capital. This hding is similar to that of NBSSI and 

GRATIS clients. On the issue of whether they had applied fer bank loans after 

commencement of their businesses, twenty-one (72%) had applied for loans, as compared to 

eight (28%) who had not. One of the eight who had not suggested that, "we would basically 

be working for the banks ifwe applied for loans. Since paymeat by our customers is very siow 

and poor, shodd we go for bank loans, the interest rate charged by them will eat into our 

capital base."" Of the number who had applied, fifteen secured some fom ofbank assistance, 

but not without problems and fivstrations. Among these were the high interest rates, the 

demand for collaterai security and guarantors, as well as the lukewarm attitude of the banks 

to the small-scde entrepreneur. The frustrations of small-scde entrepreneurs in dealing with 

the banks and the unreaiistic expectations and dernands made by financial institutions before 

loans are granted is summed up in the case of one client who reported that his 

bankers requested for a landed property before a Loan would be granted. I 
built the house after the bank requested for that collateral. However, when I 
went to the bank a year Iater with the documents on the house as collateral, 
they refüsed to gant the Ioan on the ground that 1 had ploughed back or taken 
money out of the business to build the house. 1 found the rejection of the loan 

Interview with male client involved in fhe manufacturing of trafic lights, Accra, 13' July, 1999. 

258 



ridiculous and contradictory since that is the collateral they requested. Added 
to this, certain practices like paying for everythhg with cash reduces the 
capital base of entrepreneurs. Until recently, people did not have the luxury 
of paying for equipment over a long penod of time. Since a car for instance, 
is necessary for my business, it means that technically you are taking money 
out of the business to meet that demand instead of using the money for 
uivestment purposes. But at the same time, because the banks are unwilling 
to give us loans for these purposes, we are forced to take money out of our 
businesses to get some of these necessary items for our enterprises? 

Another interviewee, a wood processor, narrated how his application for a bank loan 

was treated with what he called "contempt-" On submining the application, he was 

continuously "tossed around" by bank officiais who he believed had "surreptitiously hidden 

his application." However, by some chance encounter, the manager of the bank where he had 

put in the application visited his workshop and placed orders for some furniture. So impressed 

was the bank manager ofthe quaiity O fhis products that he suggested to the entrepreneur that 

he apply for a loan to expand his operations. When the entrepreneur told him of his 

expenence at the bank, he asked him to meet him at his office. A day d e r  this meeting, the 

loan was approved. For this interviewee, "people in the banks act irresponsibly and without 

any well laid down rules and regulations.There are d l  kinds of bureaucratic impediments in 

the process of securing loans. Until you grease the palm of officiais, you are unlikely to get 

the assistance. Your application foms may be thrown away. You need some big-man or 

someone in position of power and authority to 'push' your application for you. You can put 

in an application and it would take forever, sometimes more than a year before i t is processed. 

It may sound harsh but this is the true fact. With inflation, even when you secure the Ioans, 

'' Interview with male client involved in the manufacturing of electrical cables, Tema, 12' July, 1999. 
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its value would have diminished. That affects repay~nent.''~~ 

While the experiences of the two clients was in many ways the epitorne of the 

relationship between banks and smali-scale entrepreneurs, another entrepreneur expressed his 

thoughts in the following way: 

The curent constitution of Ghana enjoins and expects the banks to encourage 
andpromote economic development through the operation of an effective and 
efficient banking Vstem. This hplicitiy acknowledges the pivotal role banking 
can play in the development of the country, and it becornes more apparent 
considering the business and industrial potential of Ghana. Yet banks are 
reluctant to offer loans to the general public, especially the poor and lowly 
placed small-scale business and industrial operaton because of the known 
default syndrome. This is an unfortunate dilemma because the threat of loan 
default is real and makes banks which feei let down by the defaulters reluctant 
and unenthusiastic about lending or supporthg small-scale businesses, while 
businesses which are responsible for the loan defaults keep shouting and 
accusing banks of neglect." 

Furthemore, while EMPRETEC clients were very knowledgeable about the existence 

of B AF, they, f i e  the NBSSI and GRATIS clients, showed very little interest in applying for 

assistance. Ody two clients of EMPRETEC stated that they had applied for B AF loans. The 

rest had not bothered to do so because they believed it was politicized, and given to fnends 

and supporters of govemment officials. For one client, 

1 got a BAF not because 1 was hitherto working in the Ministry of Industry 
but because of merit. The only advantage was that I knew how to fil1 the 
forms better and put in what was expected. The fact that 1 do not default is 
testament to the fact that 1 got it on ment. The first two groups of BAF 
recipients and beneficiaries of which I was part of was based on ment. M e r  

a interview with male client invotved in wood-processing, Accra, 15' June, 1999. 

" interview with male client invoIved in building and construction, Accra, 24h June, 1999. 
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that, it became patronage distniution. That is refiected in the iow repayment 
rate? 

For ano ther, 

Ifyou happen to be someone who would not want to bend backward so much 
and belong to a party, you wodd end up not benefiting at dl. You know that 
the money was given to some people who were not going to repay. Money is 
given to people who are starting businesses. As the name suggests, it is 
supposed to be for business assistance, that is, those already in business, but 
when fiinds are given for businesses to begin, then you realize that there is 
certainly something wrong? 

A third client stated that, 

I am fed up with the government, BAF was given to government fiends. 
Governent is not interested in helping people. They are only concerned 
about themselves, not the good of society at large. I have no faith or 
confidence in the goveniment. It gives preferential treatment to foreigners and 
other investors as opposed to supporting indigenous bus in esse^.^^ 

Education and Entrepreneurial Skiiis: 

EMPRETEC clients as compared to NBSSI and GRATIS clients represented a more 

highly qudified and educated group of business owners. Twenty-one (72%) of the 

EMPRETEC clients interviewed were university graduates, three (1 0%) had secondary 

education, while the remaining five (17%) completed vocational and technical schools. 

Besides their educational qualifications, only two (7%) of the interviewees had not attended 

an Entrepreneurial Development Workshop or any of the training programmes organized by 

EMPRETEC. Those who had (93%) participated in the training programmes stated that it had 

." Interview with male client involved in metals and engineering, Accra, 29"' June, 1999. 

49 Interview with male client invoIved in manufacture of polythene bags, Acm, 14Lh JuIy, 1999. 

Interview with male ciient invohed in electncal products, Accra, 16& June, 1999. 

26 1 



helped them to be more focussecl in their approach to business. They also leanied new 

techniques about strategic development, marketing, financiai management, group-onented 

business, improved efficiency, and it also impressed upon them the need to keep records of 

their businesses, With better record keeping, entrepreneurs argued that they are able to more 

easily identify problems, schedule production, plan and forecast, review business progress, 

assess targets, take appropriate business decisions, assess cash flows, take decisions, and 

engage in effective budgeting. 

Marketing: 

When srnall-scale manufactuers engage in production of goods, it is rational to 

assume that one of their basic aims is to market these products. Effective marketing often 

entails the pricing and distribution of the products, as well as the promotion and 

advertisements that corne with it. The evidence on this aspect ofthe research was that fifteen 

of the 29 clients (52%) did engage in advertising of their products. These clients were of the 

view that apart fiom helping hem to reach a widerhroader market by attracting new and 

prospective customers, advertising creates awareness among the general public about their 

products, opens up business opportunities, and increases the demand for their products, and 

thus their production base. One client stated that about 35% of the production undertaken by 

his business could be attributed to the advertising undertaken by his £ïm~.~' On the other hand, 

fourteen clients (48%) did not advertise their products. One of them, a dnig manufacturer, 

said it was against the professional code of ethics of the phannaceutical association in 

'' Interview with male client involved in building and consmiction, Accra, 1 lLh May. 1999. 
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� ha na" Thus, he relied mostly on personal contacts, networking and referrals £?om 

colleagues and fiends to market his products. The remaining thirteen clients (45%) responded 

Ui mucb the same way by saying that the decision not to advertise was due to the costs 

involved, the smallness of the market, the fear of not being able to meet customer demands, 

the lack of equipment and resources to increase production, and by the fact that they felt they 

aiready had a well-established client base. 

Similarly, oniy eleven clients (38%) exported theirproducts. WhiIe these clients stated 

that exports constituted between 10%-30% of their total production and sales, one of them, 

involved in ceramics, exported about 95% of his products to Western Europe and North 

~merica? What was interesting about the clients who had an orientation geared towards the 

global economy was that four of thern were in textiles and clothing. One factor that may help 

explain the exports undertaken by them is the "traditional" nature of their manufactured 

products (batik, and tiedye clothing) that makes them attractive to both individuals of PLfrican 

descent in the Diaspora, as well as non-blacks. However, eighteen clients (62%) did not 

export because, apart from not being in the position to meet the production levels oAen 

associated with exports, they did not have the machinery to achieve the quality required at the 

international level. For one client, "we tried to export, but hitherto Afiican countries did not 

trade amongst thernselves. The climate is changing, and there is more South-South CO- 

operation and trade now."" According to another, "we do not export because the cornpetition 

" interview with rnde client invoIved in phannaceuticais, Accra, 18" June, 1999. 

'' interview with maIe client involved in ceramics, Accra, 30' June, 1999. 

interview with client involved in the manufachuhg of trafic Iights, Accra, 13" July, 1999. 
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is keen and our cornpetitors get an export subsidy h m  their govemments. Our cost of 

production is dso higher. This is the local market, so you can imagine what will happen to 

us ifwe attempt to export. We cannot compete."" Thus, clients targeted only the local market 

and pmduced to meet those demands. Finally, 14 out of the 29 clients (48%) manufactured 

only on advanced orders fkom customers. While three of them undertook such a marketing 

strategy because of the lack of adequate working capital, the others did so because their 

custorners often requested particular specifications for their products. Hence, it was not in 

their businesses' interest to produce for inventory. The remaining 15 clients (52%) produced 

mainly for stock, while at the same time engaging in contract and customized manufacturing. 

For them, since the market was readily available, there was no reason why they should not 

always have stock of their manufactured products. 

Irn~act of EMPRETEC Promarnmes: 

Judging the success or failure of a programme and choosing which evaluation 

techniques, methods and variables to use, hinge on one's philosophy, perceptions of 

objectives, and policy targets." For Gibson, since the programmes and services of an 

organization like EMPRETEC are aimed at bringing about improvement in clients' capacity, 

and ultimately their business performance, one way of assessing the overall performance of 

EMPRETEC is to measure quantitativeiy the performance of clients. However, he concedes 

that doing so is difficult, because apart nom the problem of having "hard" data on client 

" Interview with client involved ïa pubiishing and printing, Accra, 8* July, 1999. 

T. Mkandawire & C. Soludo (1999), Our Continent, Our Future: A W n  Perspectives on Smcnrral 
A&i.rfment, Ottawa: international Developrnent Research Centre (IDRC), p. 51. 



impact, EMPRETEC clients are expected to perform weil above average compared with the 

national trend, since they are a deliberately targeted and exclusive group ." The issue therefore 

arïses as to whether clients performed well because of the programmes and services of 

EMPRETEC, or if their improvement was due to their own background, notably their 

education and their pre-existing ski11 and experience. With these caveats in mind I relied on 

the views expressed by officiais of EMPRETEC, as well as client firms to draw out my 

conclusions on this issue- 

In answer to a question on the cnteria used in assessing the success or failure of their 

programmes, and the impact of their programmes on client firms, an EMPRETEC official 

stated that the organization undertalces impact benchmarks by looking at the status of a 

business in terms ofproduction and sales volume, management capability, number ofworkers, 

product and service quality. It also looks at the extent to which additional revenue is 

generated and if subsequently other investments are undertaken. Using these indicators to 

judge the success of its programmes on clients, EMPRETEC is able to demonstrate to its 

sponsors like the DFID, that it is able to positively affect the performance and activities of its 

clients." For instance, DFID's draft project completion report showed that of a sample of 57 

clients surveyed during the period lW6-KW8, their performance was as follows: There was 

an average increase of 25% per annum for sales, while profits before interest and tax 

increased by 27%. Similarly, employment of skilled persons increased by 33%, while that of 

SI A. Ghson, "EMPRETEC Ghana Foundation: Developing a Broad Product Portfolio Organization," Loc- 
Cit., pp. 14-16. 

I n t e ~ e w  with Deputy Director, EMPRETEC, Accra, 16' March, 1999. 
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unskilled persons grew by approximately30%. Furthemore, the number of b s  introducing 

management accounts, as measured by the number of b s  registering for the CABS, 

increased fiom four b s  to 51 firms in 1998. Finally, six MEGAs had been established by 

EMPRETEC clients, while EMPRETEC also worked with DANIDA to initiate links between 

16 Ghanaian and Danish Companies at the cost to DANiDA of US$1.2 million, aithough no 

ùiformation was available on performance." 

Thus, EMPRETEC is of the view that the impact of their progammes has been 

outstanding. Apart fiom increased business performance at the quantitative level, clients have 

a greater understanding of good business practices, and also manage their businesses better. 

With bucixïess ethics, clients appreciate the importance of record-keeping, undertake 

promotional activities for the products, and have better customer relations? The Deputy 

Director added that, "when you randomly talk to business owners in town, you can easily tell 

the ones who have attended our training programmes and are our clients. Their perception 

and business orientation is totally different."61 In addition, the BESO scheme had brought 

about 80 British executives to Ghana to offer technical advise and support to entrepreneurs, 

which had increased the profit margins of cliend2 Finally, since the essence of 

EMPRETEC7s existence is to ensure that clients are satisfied with the services and 

59 DFID (2000), Draft Project Cornpletion Report for the Ghanaian Enterprises Development Project (Phase 
2), pp. 1-3. 

"O interview with Ag. Client Manager, EMPRETEC, Koforïdua, May, 1999. 

'' Interview with Deputy Director, EMPRETEC, Accra, l6* March, 1999. 

interview with Chief Executive Officer, EMPRETEC, Accra, 29' April, 1999. 



counseiUng that it renders to them, and thus r e m  for more, it also strïves through its 

monitoring, follow-ups and evaiuation processes to build long-term relationships with themb-' 

Client firms concurred with the assessrnent of the impact of various programmes on 

their operations. On the managerial side, twenty clients spoke of their shortfalls- ineffective 

budgethg and management, as weU as inability to manage bancial resources- pnor to their 

association with EMPRETEC. However, their attendance ofvarious workshops helped them 

not only to acquire knowledge on how to deal with their problems, but also introduced them 

to other dimensions of how to better manage their time and rnake optimal use of available 

resources. For these hnrenty clients, the greatest impact oftheir association with EMPRETEC 

was therefore with the improvements in their business management and orientation. In the 

words of one client, "the negotiation techniques and skills gathered at training sessions and 

programmes were made use by me to negotiate a joint ~ennire ."~ Three other clients tdked 

about the consultancy services that were provided to them as a result of being clients of 

EMPRETEC. According to one ofthese three clients, his business benefited ftom consultancy 

through BESO. In his words, "initially, there was a lot of waste. EMPRETEC provided us 

with a British consultant who provided advice to our workers. His presence was very 

beneficial and helpful to our enterprise. It taught us a lot on how to nin a business efficiently 

and eliminate waste in the production pro ces^."^* Fuially, two clients had been able to enter 

uito partnerships with Danish h s  as a result of the Mage  programme existing between 

- - 

a Intewiew with Deputy Director, EMPRETEC, Accra, 1 6 ~  March, 1999. 

Interview wiîh male client involved in the manufachuing of elecûical cables, Tema, 12& July, 1999. 

65 intewiew with client involved in printiug and publishing, Accra, 8' July, 1999. 
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EMPRETEC and DANIDA. AU in al1 while not providing the "harfland quantitative data 

and information that the DFID and officials of EMPRETEC had access to, the views 

expressed by clients was compatible with those ofEMPRETEC O fficials, and thus makes one 

confident that EMPRETEC Ghana has been effective in assisting client h s .  

These positive impacts on the businesses of EMPRETEC clients do not, mean. 

however, that the relationship between EMPRETEC and its clients was al1 rosy. Four clients 

complained that given the amount of money they pay to attend training programmes as well 

as become clients ofthe organization, they expected more financial support than EMPRETEC 

is able to give them. One ofthem suggested that managerial training without financial support 

to put into practice what was leamt was of no use to  entrepreneur^.^^ 

Political and Cultural Issues 

There is the general view among policy makers that when business associations are 

fonned, they would be in better positions to "speak" and lobby on behalf of their mernbers, 

than when they attempt to do so individually. This becomes even easier when the society in 

question is more open and democratic, as Ghana has been since multi-party elections were 

heId in late 1992. Clients were therefore interviewed about their membership of various 

associations. With the exception of only two clients who stated that they did not have time, 

or were less interested in joinùig any association, the remaining client fims were registered 

members of various business, trade and professional associations." When i n t e~ewed  on the 

* Interview with male client invoived in the manufacture of electrical appriances, Accra, 16" June, 1999. 

67 Arnong the associations that dient f m  joined were the Empretec Business Forum, Association of 
Ghanaian industries (AGI), Ghana Association of Women Entrepreneurs (GAWE), and the Ghana National 
Chamber of Commerce. 



issue ofwhether they hadc~zîacted and lobbied MPs and govemment officials, the responses 

ofEMPRETEC clients were simiIar to those expresseci by GRATIS and NB SSI interviewees. 

The general views of EMPRETEC clients were that dthough Ghana has been a more 

democratic society since 1992, not only was participation in policy formulation by various 

interest groups not actively encouraged by the govemment, but also such lobby@ was only 

possible in the advanced Western democracies. The resuIt is an apathy regarding public 

participation in policy formulation, which is a remnant ofthe "culture of silence" that existed 

during the PNDC era." Not surprisingly therefore, ~renty-three of the interviewees (79%) 

had not contacted their MPs or other govemment officials to Iobby for the imptementation 

of favourable policies (Table 7.5). 

a The "culture of siIence" was a term used by J. J- Rawlings in 1987 to describe the passivity of Ghanaians 
to his poIicies and programmes. He did not seem to understand why it existed in the populace (Osei, P. 2000, 
"Political Liberaiization and value added tax in Ghana," Journal of Modem Aficun Studies, 38,2, p. 265 & 
p. 277, foot note 5. 



Table 7.5: Contacthg MPs and Govenunmt Officials. 

Electrical appliances 
f harmaceuticals 

Source: Research datdresults (1 999). 

Accordhg to one client, since MPs of the niling party are selected with the help of 

party leaders and govemment officiais, they are expected to toe the party line on policy issues. 

Hence, MPs often find it very difficult, if  not impossible, to be critical of government policy 

even when such policies negatively affect their constituencies, for fear that they couid be 

replaced in subsequent elections. Regarding the opposition MPs, since they are in the minority 

in the legislature, they could not be that helpful even ifthey wanted to, since bills put fonvard 

Manufacturer of electrical cables 

Music recording 
Building and Construction 
Food-processing 

O 
1 

1 
O 
1 
1 
O 

O 
O 

O 
O 
O 
O 
O 

1 
O 

O 
O 

O 
4 
O 
1 

O 
O 
O 
O 

O 1 1 



by them were likely to be defeated by the government majority" In essence, MPs were seen 

by this client as being weak, powerless, and unable to influence government decisions on their 

behalt For him, the democracy in existence in the country is nothing more than a manipulated 

and immature one which makes it difficult for ME% and business associations to have any 

meaningful impact in terms of ensuring that favourable poiicies are implemented for the small- 

scale manufacturing sector. For anotherclient, "politics in Ghana is adifferent bba game. You 

are vulnerable as a businessman. To be too forthnght, people might think you are making a 

personal attack and your business will suffer. Govemment does not take lightly to criticisms. 

You will be bogged d o m  withunnecessary law suits, and that will take tirne and money away 

fkom business. Your efforts will be geared to somewhere el~e."'~ Such is the lack of trust in 

the system that this client stated, "1 am prepared to pay bribes to a government O fficial if 1 

h o w  that is what would take to win a contract. If eveiyone is doing it, 1 do not see the 

reason why 1 should not indulge in it. If the laws are equally applied in al1 circumstances, 1 

would not have to engage in some of these, but the laws and rules are n ~ t . " ~ '  

The implications of these responses is that MPs were not held in high esteem by 

clients, since apart fiom being perceived as lackeys who only sought theirown self-interested 

agenda, they were unable to influence policy in any meaningfiil way. We therefore see that, 

as was the case with NBSSI and GRATIS clients, EMPRETEC clients believed that there was 

interview with maIe client involved in paper, printing and publishing, Accra, 8' M y ,  1999. 

Interview with mak ciient involved in publ i shg  and Iaminating, Accra, 17' lune, 1999. 

" &id. 
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little transparency and accountability on the political fkont, making them less hustful of the 

govemment and politicians as a whole. 

Clients dso expressed concerns about govemment policies and the poor state of 

infrastructure, and the effect on their operations. First, there was the issue of taxes. The 

govemment widened the tax base ofthe country with the introduction of a 10% Value-Added 

Tax (VAT) at the beginning of 1999.R The introduction of this tax was not without cntics 

in the manufacturing sector. For one entrepreneur, a dnig manufacturer, taxes on imported 

raw materials were killing his business. According to him, entrepreneurs "have to pay 10% 

VAT on the imported raw materiais used in producing and manufachiring our drugs, although 

the f i shed  products are exempt fiom taxes. So obviously, the cost of production of our 

products become higher than the imported ones. It looks like the govemment is only 

interested in collecting revenue without c o n s i d e ~ g  the long-tem effects on the industry and 

economy as a whole. If we decide not to import raw rnaterids, the revenue would not go to 

the govemment. It would also affect the availability ofdrugs in the system, and ultimately the 

productivity of workers. It is a cycle, but the govemment does not seem to appreciate this 

f a ~ t . " ~ ~  

Furthemore, clients accused the govemment of lacking a clear industrial policy, not 

only because it was interested in developing and increasing the eamuigs fiorn the export of 

non-traditional crops as opposed to manufacturing, but also because of its focus on the 

EFoodstuffs produced and sold in their raw state, transport fares, newspapers and books, petrol, diesel and 
kerosene, essentiai dmgs, educational services, domestic eIectricity and water (excluding bottied water) are 
ail exempted fiom the VAT (ISSER, 1999. The State of the Ghanaian Economy in 1998, Legon: ISSEK, p.5). 

Interview with maIe client involved in phannaceuticab, Accra, 18"' June, 1999. 



service sector, especially tourism, which seemed to be contri'buting foreign exchange to the 

economy." In tandem with this, clients were of the view that trade liberalkation was 

underminhg the prospects of progress and development of indigenous industries. Free 

importation of goods which were also local1y produced, was, according to the entrepreneurs, 

dnWig them out of businesses. The concem of one client in the textile and clothing sector 

was with the volume of imported used clothing on the local market He suggested that since 

these used clothes were cheaper than newly sewn ones, people preferred to buy them?' 

Another said, "it is very rationai for customers to go in for the less expensive commodity, 

irrespective of where it is produced. The situation becomes worse when one also takes into 

consideration that some Ghanaians have the perception that 'Made in Ghana' goods are of 

low quality and idenor to imported ~nes." '~ Coupled with that, the undeveloped 

infuistruchue of the country had added to the woes of entrepreneurs. There were instances 

of entrepreneurs having to connect their own power and electricity, as well as water to their 

business premises." In the words of one such entrepreneur, "it cost money and a lot of time 

to bring power and water here (business premises). These resources could have been 

'' Totai earnings ffom exports of non-traditionai commodities yielded US$404.4 in 1999 as compared to the 
1998 figure of US$4O 1.7million; while that from tourism increased from US $30 1 -44 million in 1 998 to US 
$304.12 million in 1999 (ISSER. The State of the Ghanaian Economy in 1999. Op. Cit., pp. 64 & 68 
respectively), 

'5 I n t e ~ e w  with male client involved in textiles and clothing, Accra, 2gh June, 1999. 

h t e ~ e w  with female client involved in film production, Accra, 24" June, 1999. 

Because the sale of land and its development are not carried out by those who sel1 hem, it is not only 
common for purchasers of land to put up structures before requesting utiiities fiom the appropriate agencies, 
but also to bear the cost of the connection from the closest main utility Iine to their premises, 



channelled to other more productive things. It is the responsibility of the govemment to 

provide the basic infr;istnzcture and not the entrepreneurs themselves."" 

Control and Authoritarian Decision-Making: 

To the question ofwhether workers were involved in decisions af5ecting the business, 

only one out of the 29 clients repIied that workers were not consulted. However, when asked 

if employees and subordinates could take decisions concerning the business without the 

howledge and approval of the owner, twelve clients (41%) suggested that workers needed 

to be given clear direction, follow orders and undertake their M e s  and responsibilities in a 

hierarchical environment (Table 7.6). They argued that although workers were on the "shop- 

floor" of the production process, and had a pivotal role in helping businesses to realize the 

goals and demands of customers, they had to work within the general direction and 

instructions issued to them by the ownerç. For such interviewees, since whatever decisions 

taken by workers could affect the business, it was important that they were aware of 

everythmg taking place in their firms. 

78 Interview with male ciient involved in the manufacturing of electrica1 cables, Tema, 12& July 1999. 
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Table 7.6: Altowing Workers to Take Decisions. 

I 1 Yes I I NO 1 I 

1 computing l 1 I O l O l O I 

I 

-- 

Gender 

Manufacturing of tfaffic Iights 
Textiles & clothing 
Film ~roduction 
Metals & Engineering 

1 ceramics l O 1 O l t l O I 

Male 
FemaIe 

O 
1 
O 
2 

Female 
Yes 

14 
3 

Male 
Yes 

Manufacturer of polythene bags 
Electrical appliances 
Pharmaceuticals 

Source: Research datafresults (1 999). 

Nonetheless, a significant majority, 17 out of 29 (59%) business owners stated that 

worken could take decisions without necessarily seeking their approval (Table 7.6). The 

orientation of these clients was professional in nature in the sense that they did not consider 

themselves as the "boss" of everything but rather as professional managers and administrators. 

The high number of owners who were supportive of workers taking decisions without their 

knowledge cm be described as quite significant on this issue. According to one client with 

a workforce of thirty people, 

Education 

O 
1 
1 
O 

Wood-processing 
Music recording 
Building and Construction 
Food-processing 

8 
4 

Male 
No 

Secondary 
Technical & Vocational 
Universitv/Ter=arv 

1 
0 
1 

Female 
No 

1 
1 
O 
1 

4 
O 
1 

Business Activity 
Manufacturinn of cooking utensils 1 O 1 1 1 O 1 O 

1 
1 
12 

O 
3 
O 
O 

O 
O 
O 

Printing, PubIishing & Laminating 
Manufacturer of electricai cables 

O 
O 

2 
1 

O 
O 
O 

O 
1 
O 

O 1 O 

2 
1 
1 

O 
1 
2 

O 
O 
O 

1 
O 
O 
1 
1 

O 
2 
6 

O 
O 
O 
O 
O 

O 1 



How can we expand without the involvement of workers. There are distinct 
departments and they aIl have their heads. My job is to CO-ordinate and 
supervise the managers. Managers take their own decisions. Such legal- 
rational fonn ofcapitalist development should be adopted ifwe are to become 
competitive in the global world. The world has becorne integrated and we 
need to change out attitude towards business. Employees can thus take 
decisions. Everyone has cornpetencies and specialities, They just want a 
second opinion when they consult me on issues. There is complete delegation 
of responsibili tics? 

The client continued to the effect that non-participation of subordinates in most 

businesses were the result of the respect accorded "seniority and age" in the Ghanaian society. 

He stated that 

people do not seem to realize that there is a correlation between productivity 
and pay levels. A driver thinks that because he has been with the enterprise 
longer than others, he shouId be entitled to more pay. This should not 
necessarily be the case. Sometimes, we are forced to give in to some of these 
ridiculous demands because society shapes us. We do not want to be labelled 
as 'mean' by society, especially when you are a yomg person Like myself who 
seems to be doing pretty well in business. The culture of capitalism and 
democracy is one that needs a LegaI-rational culture, rules and principles. 
People do not take personal initiative and responsibilities for what they do, 
and it flows from the educational system. The old colonial system and values 
for respect of authority still prevails. Although Western culture may not be 
good, they have achieved the capitalist n o m  of producti~ity.~~ 

Another client who shared the above position suggested that: 

people do not want to tell authorities when things are wrong. People are too 
respectfiil and fear victimization. They think that inasmuch as they are getting 
their piece of the cake, they would not be bothered, and that everyhing has 
to corne fiom the top. It relates to the authontarian nature of our society. 
Top-Ievel individuals do not normally encourage creativity and innovation 
since they do not believe that their subordinates are capable ofcoming up with 
ideas that will contribute to the progress of society. People are not trained to 

-- - 

i9 Interview with male client involved in pubiishing and larNnaîing, Accra, 17* June. 1999. 

ibid. 
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take bold initiatives, and that is detrimental to everything including the 
operations of a business.81 

When asked ifworkers were allowed to take decisions without approval, a third client stated 

that : 

1 do not even go to the factory that rnuch. Everything is deait with by the 
supervisors, and 1 believe that they would do the right thing. Business goes on 
in my absence. To a limited extent, workers can take decisions on issues that 
do not have immediate financial implications for the Company. For others, it 
is important for thern to inform me and have approval. The important thing is 
that 1 depend on the information they give to me to make decisions. Over a 
period of tirne, the person wiU take decisions 1ike 1 have taken. 1 tend to 
educate staff on why 1 take particular decisions." 

Taking into consideration the gender break-dom, fourteen of the clients who dlowed 

workers to take their own decisions were males as compared to three femaies (Table 7.6). 

Like evidence presented in discussion of NBSSI clients, this finding suggests that 

EMPRETEC ' s male clients were Iess authontarian than their fernale counterparts. While oniy 

three of seven female clients (43%) allowed decision-making by workers, fourteen of twenty- 

two (64%) male clients did so. Similady, since 21 out of the 29 (72%) EMPRETEC clients 

were graduates of universities and other tertiary institutions, it is not surprishg that fourteen 

of the clients who were supportive of allowing workers taking decisions without their being 

consulted were individuais of high educational background. While not making a daim of 

having established a statistically significant relationship between educaîion and 

authoritarianism, tfiis evidence fiom the interviews with EMPRETEC clients is consistent with 

the findings £iom NBSSI and GRATIS clients which suggested that there was some 

'' Interview with male c tient involved in pharmaceuticals, Accra, 18" June, 1999. 

Interview with d e  client hvolved in the rnanufacturing of polythene bags, Accra, 1 4 ~  July, 1999. 
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association between university education and a Iess authontarian approach to management. 

Also interesting was the fact that al1 the four wood-processors were in the category of clients 

who allowed workers to take their own decisions, while three female cIients in textiles and 

clothing were those Iess likely to approve ofworkers taking decisions without their approval. 

In light of the authontarian nature ofthe Ghanaian society, it is, nonetheless, notable 

that a significant majority of EMPRETEC clients seemed supportive of the idea of their 

ernployees, especidly lower-level ones, taking decisions without their consent. Instead of the 

autocratic management style that is ofien associated with Gkanaian business owners, 

EMEXETEC clients delegated responsiiility and decision-making. 

Famiiy, Ethnicity and Employment Decisions: 

While the popular view of Ghanaians' strong attachment to family members involves 

business owners employing relatives even when not quaiified forjobs, this was not necessarily 

reflected in the responses of EMPEETEC clients. As shown in Table 7.7, twelve clients 

(41%) had family members in their businesses and talked about it being a positive 

development in their operations. According to one ofthem, "it is a family business, and those 

qualified and skilled to hold particular positions are employed. As of now, 1 have a brother 

in the worldorce, and he bas a degree in pharmacy, and a sister with a Diploma in Accounting. 

They are d l  qualified but I treat them Like the other workers. The sarne principles apply to 

everyone in the business irrespective of being a family member or not. Since the business is 

family-owned, no one wants to 'backbite' since ifthe business collapses, it affects al1 of us."" 

The majority of the clients, seventeen or 59%, however, were not hclined to employ family 

interview with male client involved in pharmaceuticais and dmg manufacturing, Accra, 18' lune, 1999. 
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members. The problem with emplo ying them in a business, one client explained, is that " they 

are not qualified to work here, not necessarily because of their academic qualification. They 

are untikely to subject themselves to certain discipline and might work in ways that might not 

be conducive for the progress of the b~siness ."~  Another noted that, 

dthough family members may be hardworking, should they misbehave, some 
of the workers, including the superiors may not want to point them out. 
Hence, it is better for them to stay at home while we work and provide for 
thern. It is better for productivity to increase in their absence than for us to 
experience a decline when they work with us? 

The responses ofthese two clients on this subject was fairly typical of the views of the clients 

who shared this position. On the whole, the reasons given by clients who were not supportive 

of employing extended-family members were that they were likely to take advantage of their 

ties with the owner and h c i a l l y  exploit the business; be unwilling to be disciplined like 

other worken, and thus have a negative uifluence on the work ethic of non-h i ly  members. 

Interview with male client involved in the manufacturing of elecirical cables, Tema, 12' July, 1999. 

InteMew with male client involved in paper, printing and publishing, Accra, 8' July, 1999. 
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Table 7.7: Employment of Family Members. 

I Yes I I NO I 
Gender 

Manufacturing of cooking utensils 
Manufacturing of traffic lights 
Textiles & clothing 
Film production 
Metals & Engineering 
Computing 

Male 
Female 

1 Ceramics 
Manufacturer of polythene bags 
Electrical appliances 
Phannaceuticals 

Source: Research datdresults (1 999). 

Taking the charactenstics of EMPRETEC clients who emplo yed famil y members as 

outlined in Table 7.7, we see that there was not much difference between genders regarding 

this issue. For while four out of the seven (57%) females did not employ family members, a 

slightly higher number of males, thirteen out of twenty-two (59%), had a similar orientation. 

However, given that EMPRETEC clients covered a wide spectrum of rnanufacturing 

activities, as well as the srnall number of interviewees in the various economic fields, not 

Female 
Yes 

9 
3 

Male 
Yes 

O 
O 
1 
O 
1 
O 

Rinting, Publishing & Larninating 
Manufacturer of elecîrical cables 
Wood-processing 
Music recording 
Building and Construction 
Food-processing 

Education 

1 
O 
I 
I 

13 
4 

Male 
No 

O 
O 
3 
O 
O 
O 

1 
O 
3 
O 
O 
0 

Female 
No 

Secondary 
Technical & Vocational 

, University/Tertiary 

O 
O 
O 
O 

Business Activity 

I 
O 
2 

1 
O 
8 

O 
1 
1 
O 
2 
1 

O 
O 
O 
O 
O 

1 
O 
1 
1 
O 
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O 
1 
O 
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O 
3 
1 O 

O 
O 
O 
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2 
1 
1 
1 
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1 
2 
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O 
O 
O 
O 
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much c m  be made about the relationship between a particular manufacturing field and 

emplo yment of family members. 

While emplo yrnent of family members was not high among EMPRETEC clients, they 

were willing to financiaily support them, thereby underlying the importance Ghanaians attach 

to the family system. Like the evidence collected fiom NBSSI and GRATIS clients, there was 

support nom twenty-three clients (79%) on the subject of hancially assishg extended-family 

rnembers. One client's view was that "1 believe in belonging to a bigger group. If bad dàys 

set in, you would fa11 on themUa6 Another suggested that the responsibilities to the extended 

family were important because 

much as 1 was brought up in a nuclear family, at various times, I have enjoyed 
the hospitality of extended-farnily members. I thin. 1 owe it to them and 
society to pay back some of that hospitality. The extended-family made me 
feel welcome and at home anytime 1 met them, so 1 do not see why 1 should 
not help." 

However, he added that my "career would have grown faster if 1 did not have to meet those 

responsibilities. 1 do not cornplain because 1 enjoy and gain satisfaction fiom doing so. At 

various times, money goes into extended-family as opposed to the expansion of the business. 

You camot accumuiate capital as fast as you would like t ~ . " ~ '  This finding is a refiection of 

how individuals are influenced by the noms, mores and conventions of the wider social 

context, irrespective oftheirgender and educational qualifications. It is reasonable to assume 

that social expectations and the unfavourable econornic situation in the country and the lack 

interview with male client involved in wood-processing, Accra, 15"' June, 1999. 

" interview with male client involved in the manufacturing of electricd cables, Tema, 12"' M y ,  1999. 

ibid. 
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of employment opportunities contriiute to the constant demands family members made on 

successfitl business owners. 

Ethnicity: 

The ethnic composition ofinterviewees were as follows: Nineteen (66%) were Akans, 

six (2 1 %) were Ewes, three (10%) were Ga-Adangbes, and one (3%) was a Konkomba. 

Discussing the issue of employing workers on the basis of ethnicity, clients were very 

circumspect, if not critical of this issue. None of them suggested that ethnicity influenced their 

decision to either employ an individual or not. For one client, "we al1 have personal b iases but 

we try to hide them in the process. We consider and employ people who share in the vision 

and objectives of the business. The cornpetencies, capabilities and skills of individuals, great 

human skills, leadership, one's knowledge in the field, and understanding of the fact that we 

are here to achieve particuiar business objectives are the factors that determine the decision 

to recruit particular individ~als."~~ 

However, religious beliefs did seem to be a factor in employment decisions with some 

clients showing a bias against certain religions. One client for instance, stated that although 

his religious background did not Uifluence his employrnent decision, he generally avoided 

ernploying individuals of the Seventh Day Adventist (SDA) Church, because their beliefs did 

not dlow them to work on Saturdays. In his words, "our work demands deadlines, so 1 

cannot Bord to lose business because of the inability ofworken to operate on particular days 

of the week."% Another client made a similar argument. According to her, she wished that 

Lnterview with maIe client involved in publishing and Iaminating, Accra, 17"' June, 1999. 

Interview with male client involved in met& and engineering, Accra, 29' June, 1999. 
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individuals Erorn a particular religious group (Islam) did not pray as often as they ciid in a day 

since it brought production to a hait. However, since such individuals were very professional 

and good in embroidery design which she described as being crucial for her business, she had 

leamt to cope with their religious beliefs for the sake of her business. Religion, in the form 

of "continuous prayers" for this entrepreneur was also a tool for dealing with her business 

problern~.~' 

Finally, entrepreneurs also expressed concern about other social and culhual practices 

in Ghana which they believed mititated against business and industrial gmwth. One such 

cultural practice was the importance attached to social fiinetions like hera l s  and the time 

spent on them. In the words of one client, "the way we worship the dead body is a drain on 

t h e  and resources. If one's relative dies, production cornes to an end. Our physical presence 

at h e r a l s  takes precedence over work, which is really bad. If the relative of a top level 

person dies, ail the workers want to attend even if there are deadlines to be met for a job. If 

you do not give them permission, they compiain. They might end doing a shoddy work and 

the purpose of not giving them the chance to attend the fimeral wouid have been defeated. 

Even the govemment encourages this practice by constantly receiving delegations to be 

uiformed of the death of a prominent person. The govemment could set an exarnple by 

stopping this practice, othenvise it would be difficult to stop it. In addition, if you do not 

become lavish during a fimeral, society accuses you of not giving the dead a proper b ~ i a l . " ~ *  

'' Interview with female client involved in textile and ciothing, Accra, 14" Juiy, 1999. 

O' Interview with male client involved in printing and pubüshing, Accra, 8" M y ,  1999. 
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Conciudinp Remarks 

Aithough many agencies in Ghana devoted themselves to assistirtg the small-scale 

sector, until recently, there was not much focus on developing the managerial and 

entrepreneurid capabilities of business owners. This is because of the view held by the 

agencies and smd-scale entrepreneurs alike that their problems could be soIved with hancid  

assistance. However, this changed with the establishment O fEMPRETEC Ghana in 1990. As 

an organization, EMPRETEC focuses mostly on helping entrepreneurs, who become clients 

through a highly selective and rigid procedure, to develop a professional management style, 

and also a capitalist and modem orientation. In view of EMPRETEC's high degree of 

selectivity, and the elitist nature of its clients, not ody are they individuais of high social 

standing and statu, but also EMPRETEC's activities have brought to the forefiont the 

importance of developing the professional skills ofbusiness owners, and the impact they can 

have on creating an entrepreneurid and capitalist group ofbusiness ownen in Ghana. In other 

words, where amore rigid criterion is established for becoming clients. as EMPWTEC does, 

and they are supported by a weU-qualified, motivated and remunerated local staft comrnitted 

to characteristics of professional advisory practices including client confidentiality and 

management of staffperformance." then an industrial and managerial class can be developed 

in Ghana. 

The capitalist and "rnodem"orientation of EMPRETEC clients as evident in their 

interview responses is a reflection of the need to channel resources to management training 

93 DFID (2000), Draft Project Completion Report for the Ghaaaian Enterprise Developrnent Project (Phase 
21, p. 8- 



for small-scale entrepreneurs. Furthemore, the identification of the importance of education 

and its impact on the development of a capitalist entrepreneurid class is worthy of note. 

Although the study has not established a definitive correIation between particular variables 

and the development of a capitalist orientation, modernity, and social tnist in Ghana, the 

evidence suggest that these are greatly influenced by the leveIs of education. 



CHAPTER EIGHT 

CONCLUSIONS: Comparisons, Themes, Oritions and PoIicv Implications 

The main objective ofthis study was to examine the role of various agencies assisting 

smdl-scale manufachiers, the impact of their programmes on client firms, and the extent to 

which an enterprise culture of instrumental rationality, and social trust had emerged among 

mdac ture rs  in Ghana This final chapter is devoted to a discussion of the similarities and 

differences, common themes and issues between the three organizations studied and their 

client h s .  The views of officials of other agencies involved in srnall-scale industrial 

promotion also will receive attention in this chapter. Finally, it summarizes the main Findings 

of the study, and draws out policy implications fiom the evidence presented. 

Comparing the Organizations: 

One main difference between the three organizations shidied is that their general 

approach and objectives varied significantly, including the type of £km that was a potential 

client. The NBSSI, which was created by the govemment to provide both financial and non- 

financial support to the small-scale sector, deals largely with micro and informa1 sector types 

of enterprises, and its actions were greatly influenced by and tied to govemment politics. In 

contrast, EMPRETEC focuses on helping clients to develop a professionai management style, 

and a capitalist and modem business orientation, while GRATIS' main concem is with 

technology transfer through a hands-on approach, and getting goods manufactured. In 

addition, EMPRETEC as well as GRATISATTUs were much more selective in choosing the 



business owners who became clients and benefitted Eom their programmes and services. 

These two organizations, especially EMPRETEC, were clearly 1ook.g for people who 

already possessed a certain level of skill and orientation that is more modem and capitalist, 

and thus could contriiute to industriai development in Ghana. 

Furthemore, there was the issue of the staffresources that the organizations had to 

carry out their responsibilities. Officials at GRATIS and NBSSI compiained that their 

organizaiions were plagued by personnel problems due to the poorremuneration levels. They 

therefore lacked, or found it hard to retain, persomel with the expertise that is cntically 

needed in the provision of entrepreneurid seMces to clients. As agencies that depended 

geatly on govemment pay scales to remunerate their personnel, the two agencies found it 

difficult to pay their stafYat levels cornmensurate with their job performance and training. 

They also had to rely on the goodwill and generousity of donor agencies to fund their 

programmes. In addition, being state agencies, the NBSSI and GRATIS lacked autonomy 

and, therefore, the Ieeway needed to eEectiveIy undertake their activities. 

EMPRETEC fared better financially. Besides getting grants and financiai support fiom 

the DFID, EMPRETEC charged commercial rates for the services it provided to its clients 

and other interested parties. This put EMPRETEC in a better financial situation, which 

enabled it to pay pnvate sector salaries and thereby attract and retain qualified personnel. 

Furthemore, EMPRETEC's status as an NGO reduces any direct influence that the 

government may have on its operations. GRATIS' move to a non-profit foundation status is 

intended to move it away fiom the domain of the govemment, charge commercial rates for 

its services, and help the organization pay higher salaries and, hopefully, retain its technically 



trained and qualifiai personnel. 

The situation did not look promishg for NBSSI, however, which had nowhere to look 

besides the govemment for h d s  to nin its programmes. According to the Programme Co- 

ordinator of the NDPC, it was not surprishg that there have been calls for the NBSSI to 

charge commercial rates for its services, and thereby improve its financial situation. However, 

this was countered with the argument that since most client h s  of the NBSSI lack the 

financial resources to pay commercial rates for services they receive, any attempt to do so wiII 

be self-defeating. Critics point out that as of now, most client h s  were unable to pay the 

Little that they are supposed to contriiute during the training programmes, so any attempt to 

charge on a full fee for s e ~ c e  bais will undermine the access of clients to entrepreneurid 

training.' 

Relatedly, while EMPRETEC has invested heavily in training its workers, who are 

already highiy educated, the same c m o t  be said about NBSSI and GWTIS. As noted in the 

preceding chapter, EMPRETEC spent USS 200,000 between 1994- 1 997 providing various 

training programmes for its workers. This is far more promising than the occasional training 

programmes that are attended by a small number ofNBSSI and GRATIS personnel in India, 

and at MDPI and GIMPA. Aithough as part of its 1998 business plan, GRATIS proposed, 

wiîh hancial support fiom donor agencies like the EU and CIDA, as well as the government, 

to provide training to its work force, it is not clear whetther these have been carried out. 

Obviously, the better financial position of EMPRETEC, compared to NBSSI and GRATIS, 

explains its ability to invest and provide such training to its workers. As pointed out in chapter 

' Interview with Programme Co-ordinator, NDPC, Accra, 23"' March, 1999. 
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five, the h d s  allocated to the NBSSI, for instance, by the government in the 1 999 fiscal year 

was only able to take care of the salaries of workers, because the government insisted it had 

no money to provide to the NBSSI for its operational budget that enables the organization 

to provide training to its workers and client h s .  

Finally, al1 the three organizations used the same criteria for judging the success or 

failure of their programmes. These included loan repayment rates, record-keeping practices, 

sales volumes and profitability, and employment creation among their client h s .  However, 

examination of the activities of the organizations show that independent impact assessrnents 

of their programmes on client h s  were rarely carried out. For GRATIS, there was the 

thumbnail impact assessrnent of its programmes and services on ciients conducted by ISSER 

in 1998 on behaif of the EU (Ghana), while the DFID has a project completion report 

assessing the impact ofEMPRETEC services and programmes on its client firm~.~There was 

no data on NBSSI clients on this issue, because the organization had not carried out such a 

detailed evaluation, and thus there were no effective mechanisms to rneasure impact. Because 

of the limited information available, companng the impact of the programmes and services 

of the three organizations on their client firms becomes problematic. Despite this, available 

data show that while loan repayment rate ofEMPRETEC clients, for instance, stood at about 

92%, that for GRATIS clients was 76% in 1996, although it dropped to 60% in 1998 due to 

the energy cnsis. On the other hand, repayment rate among NBSSI clients averaged 84% for 

the PAMSCAD Credit Line, but 65% for the Revolving Fund. 

' See DFID (2000), Draft Project Completion Report for the Ghanaian Enterprise Development Project (Phase 
2). 



Having examined the çimilarities and differences between the organizations studied, 

we would now move on to undertake a similar discussion of their client firms. The discussion 

deals with issues relating to finance, education, marketing, and political and cultural 

orientation to business. Based on this discussion, we would be in the position to state which 

ofthe organizations and theirclient h s  have hadmore success, and thus likely to spearhead 

Ghana's industrial development agenda 

Finance: 

Research in Ghana has indicated consistently that small-scale entrepreneurs usually 

face serious fuiancial difficulties. Entrepreneurs and fums with projects which look not only 

viabIe, but also profitable and have the potential ofmoving indigenous industrialization a step 

forward, have sometimes had tu be abandoned because of inadequate finance. Entrepreneurs 

have had to rely on informal, particuiarly farnily, sources to raise capital to start their 

businesses and even expand them? This state of affairs was borne out by the results of the 

study. As discussions in the three preceding chapters showed, hance  was a problem that 

bedevilled the operations of the client h s  of the three organizations, especially when it came 

to raising funds fiom the forma1 financial institutions. Small-scaie manufacturers are seen by 

financiai institutions, especidly the banks, as having litîle management experience or 

competence, and this tended to reduce their credit-worthiness! 

P. Gartick(l97 1), Afncan Traders and Economic Development in Ghana, Oxford: Oxford University Press; 
J. Riedel & H, Schmitz (1989), Grassroot Industrialization in a Ghanaian Town, Munchen & KoIn: 
WeItforum Verlag, pp. 155-156; S. Boapeah & M. Poppe (1992), Strengthening Spatial Circuits of Rural 
SrnailScale Industries for D&nct Cevelopment: A Case of Dangwe W a t  D M c t ,  Ghana, Dortmund: Spring 
Publications; E. Chamlee-Wright (1997), The C'itural Foundations of Economic Development, London & 
New York: Routledge. 

'' NBSSI (1994)- ZVBSSI Nws, vol. 1, No. 1, p.21, 



Access to ban. finance for srnall-scale industries has not improved because of the 

govemment's monetary policy. The attempt by the govemment to achieve single-digit 

inflation by sustaining the declining trend in idation that begm in 1996, involved maintaining 

the moderate growth in money supply and increasing savings that required higher interest 

rates.' These policies reduced the fùnds available for srnall-scale enterprises, making it very 

difficult for manufacturers to raise capital for expansion and engage in long-tem invesûnent. 

Getting loans fiom the banks, as one EMPRETEC client explained, was not in the economic 

interest of entrepreneurs, because apart fiom the b d s  available being m d y  short-term in 

nature, they carrîed with them high interest rates.' While entrepreneurs as well as agencies like 

the Association of Smali-Scale Industries (ASSI)' and Private Enterprise Foundation (PEF)' 

called on the govemment to reduce interest rates to refiect the level of inflation which stood 

at 13.8% as of December 1999, this was not the case, and interest rates rernained around 

' ISSER (2000), The State of the Ghanaian Economy in 1999, Legon: ISSER, pp. 41-42. 

Interview with male EMPRETEC client involved in the manufachinng of t d 5 c  iights, Accra, 13' M y  
1999. 

ASSI was established in 1986 on the initiative of the NBSSI and individuai smali-scale entrepreneurs to 
become the urnbrella association for the several srnail-scale associations that existed throughout the country. 
ASSI's main objectives are to infiuence the govenunent to approve poticies that will enhance the provision 
of economic facüities for the smaii-scde industries; to organize seminars, workshops and managerial training 
programmes for members; and to encourage Iinkages among large, medium and srnall scale enterprises in 
Ghana. 

Founded in 1994 on the initiative of existing business associations, PEF's objectives are to represent the 
interests of the private sector business community, maintain close relationships with d l  private sector business 
organizations, and attempt to infiuence policies and regulations in the country with the view of creating an 
environment that will enable the private sector to thnve in Ghana. PEF plays advocacy and promotional roles 
to realize these objectives (Private Enterprise Foundation, no date, pp. 1-3). 

' ISSER, The Stare of the Ghanaian Economy in 1999, Op. Cit, pp. 44-46. 



Furthemore, the unstable idationary levels rnakes bomwing for medium and long- 

term investment uneconomic. Businesses and entrepreneurs who were fortunate to receive 

loans acnially got working capital financing, that is, short texm loans which could not meet 

their long-term capital requirements and investment, since banks continued to shy away from 

giving medium and long-term credit. Accordingly, many businesses used short-term 

borrowing with high interest rates to finance long-terni projects. In addition, banks preferred 

giving loans to traders because such commercial clients normdly requested short-term Ioans 

which wae  repaid fastercr~mpared to those in the manufacturing sector. Io ~ h e  only assistance 

small-scale manufacturers normdly received fiom the hancial institutions were bank 

overdrafts which did not carry the usud stringent conditions attached to bank loans. Small- 

scde business owners thus accused the banks of locking the door on credit with high interest 

rates, or with the excuse that they were not credit-worthy or lacked the necessary collateral. 

While appreciating the concem banks have with loan defaults t4d are most often associated 

with small-scale entrepreneurs, the reai clash of intcrcstt, as well as the existence ofsuspicion 

a d  fear which result from the mutual negative perception that banks and smail-scale 

entrepreneurs have in their dealings with each other explains the lack of CO-operation between 

them. This view is based on examination of not only the experience of entrepreneurs who 

were unsuccessful in their attempts to secure bank loans, but also on that of the large number 

of entrepreneurs who had not bothered to apply for bank loans. 

Besides the banks, the venture capital market which could improve the access of 

srnail-scale entrepreneurs to hance has yet to be fully developed in the country. As Evans 

'O Interview with Consultant, Association of Ghana Industries (AGI), Accra, 8' September, 1999. 
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argues, the few venture capital 6rms in existence have stringent nitena that makes it v h a l l y  

impossible for small-scale entrepreneurs to access these h d s :  "Apart £?om a good 

management team, most venture capital fund operators consider factors such as p w t h  

potential, cornpetitive position of the enterprise and market served, technology, research and 

development, capital resources, and profit margins, as well as r e m s  on invesûnents" before 

assisting businesses. Unfortunately, apart f?om being unable to meet these requirements, most 

small-scale enterprises in Ghana are characterized by sole ownership, and lack well laid-down 

management structures. These features do not make them attractive to fûnd managers, and 

small-scale enterprises cm  therefore not take advantage of venture capital." 

Another financial issue discussed relates to the disbursernent of loans under the B AF. 

Although the BAF Loan conmittee is made up of individuafs who cm be described as being 

very knowledgeable in business, most of thern are govemment appointees, and the personnel 

of various private agencies as well as client fimis of the organizations interviewed thought 

that the decisions of the committee cannot be isolated fiom some form of political iduence. 

Since such appointees owe the govemment their loyalty, they try to play to its preferences 

either consciously or unconsciously, and it is at this highest level of decision that politicai 

considerations may corne into play in the giving of loans to applicants. WhiIe standards of 

honesty, impartiality, efficiency, effectiveness, and viability O fprojects should be the cnteria 

for giving loans under BAF, entrepreneurs were of the view that this has not been the case. 

For them, equal and objective consideration has not been applied to those business owners 

who were not party supporters of the NDC government in power. 

' l  See "Financing the Private Sector," by L. Evans, Dai& Graphic (Ghana), 18' October, 1999, p.23. 
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A project officer at NBSSI was of the view that there is not enough publicity to 

ùiform potential recipients about the existence of loan facilities such as BAF. He suggested 

that the governent does not want a lot of people to be made aware of the facility and try to 

access it. For him, this enables the government to distribute individual patronage and favours 

to party supporters and niends." Similady, in the words of the Marketing Specialist of the 

Ghana National Chamber of Commerce and hdustry (GNCCI)'~: 

the policy environment is not transparent eoough. People m u t  have access to 
information at the tip of their hgers, but this is not the case because of the 
lack of transparency by both the govemment and entrepreneurd4 

This is supported by the evidence from the large number of client b s  who had no idea of 

the existence of the BAF facility or had never app lied to its Secretariat for financial assistance. 

The majority of £ïrm owners of the three organizations believed that not oniy was favouritisrn 

infiuencing the granting of loans, but also state resources were being used to achieve selfish 

political ends through the distribution of benefits and individual patronage to govemment 

supporters. 

However, patronage has a debilitating effect on society, since a culture that nurtures 

it h d s  it difficult to attain the high levels of efficiency and productivity necessary for the 

" Interview with Project Officer, NBSSI, Accra, 1 6 ~  August, 1999. 

" The GNCCI was established in 1961 as an association of business operaton. firms and industries set up to 
promote the commercial and industrial interests of the country. Besides acting as an advocate for private 
business groups in the country, the GNCCI provides services in the areas of research, communication, foreign 
trade, and manpower development and training. 

'" Interview with Marketing Speciaiist, GNCCI, Accra, 24' August, 1999. 



realization of developmental goals." If accessibility to resources like loans depend on one's 

relationship with authority figures, one feels less need to work in such a way as to merit such 

rewards. It also promotes incornpetence and provokes resentment among those excluded from 

clienteiist machinations. Individuals who are side-stepped become disenchanted and 

h~t ra ted . '~  Finally, it undermines and erodes the trust that individuals have in public officiais 

and institutions. If entrepreneurs' political afnliations and allegiance determine their access 

to various forms of assistance fiom the govemment and its agencies, then Ghana's industrial 

development efforts are being sacrificed on the altar of partisan politics. The lack of 

transparency in the disbursement of b d s  as weU as the poor publicity about the existence of 

BAF means that there is obvious need forrefonn in such govemment-sponsored programmes. 

By abandoning thepractice of giving loans to individuals on the basis ofpolitical affiliations 

and "connections," Ghana's quest for industrialization would be enhanced. The fact that 

entrepreneurs have the perception of the govemment being biased in their selection ofclients 

who benefit fiom various loan schemes and programmes is also an issue that needs careful 

examination, since it deters firms fiom seeking assistance lrom govemment agencies. 

However, ail these efforts and suggestions will corne to nothing if the process is not 

complemented by public education about the legal liability of loan repayment. l7 As Gyekye, 

" K. Gyekye (1997). Thdition and Modernityr Philusophical Rejlecnom on Afican Experienee, Oxford: 
Oxford University Press, p. 254. 

l6 W. I. Teîtey (1996), Computertkation and the State Capacity Building in Ghana: Evahating the Impaer 
of the New Infinnation Technologi~ on Public Secfor Reftorms, Ph. D Thesis, Queen's University, Canada, 
p. 27. 

l7 Given ihe problem o f  loan repayment under BAF, the MOTi threatened not only to publish the names, 
addresses and other particulars of defauiting individuals and companies in the media to facilitate a quick 
recovery of loans owed to BAF, but also plans to seek redress in the courts should Ioan beneficiarîes continue 





look to the govemment treasury for fiirther financiai support. 

In the meantime, because of the problems encountered by small-scale entrepreneurs 

in having access to h d s ,  they relied instead on hanciog programmes operated by non- 

banking financiai institutions like N8SS1, GRATIS and EMPRETEC for some form of 

financial assistance in order to expand their operations. And even these have not been enough, 

as inteniews with the entrepreneurs showed. Nonetheless, a notable point of difference 

betweenthe client h s  ofthe three organizations is with the arnounts of financial assistance 

that they receive. GRATIS' operation of the HPS, TKP and WC, which have no set limit for 

the amount a client can receive, had gone a long way to alleviate the financiai constraints of 

their client finns. EMPRETEC client h s ,  rneanwhile, had not benefitted rnuch f h m  

hancial support fiom the organization, except those in tourisrn, construction and non- 

traditional exports who could get loans of up to 20 million cedis (!$5714.28), because its main 

focus was in the areaofproviding entrepreneurid training. Similarly, as noted inchapter five, 

NBSSI clients received loans of up to only 3 million cedis ($857.14), which were obviously 

unable to deal with their hancial problems. 

However, there seems to be some glimmer of hope for increased funding for NBSSI 

clients. The Geman Technical Cooperation (GTZ) has promised to make available 2 million 

DM, which the Goverment of Ghana is expected to match. It is anticipated that when this 

new fund becomes operationai, clients will be awarded loans of about C50 million 

(US$l4,285.71) each to undertake various ventures in the manufactwing and service sectors 

of the econorny. Apart fiom the project and loan scheme creating a permanent access to 

appropriate financial and advisory services for small and micro enterprises, it will at the sarne 



time provide comsponding training which will be geared towards the setting up and 

management of enterprises. However, given the general feeling that governent agencies like 

the NBSSI have not lived up to expectations when it cornes to the administerïng of funds, 

certain mechanisms are being put in place to rid the loan scheme of unnecessary political 

interference. Among them is the fact that the supervisory board which will be in charge of the 

lending policies, eligibility cnteria, and monitoring will have the Director of GTZ, as well as 

the Principal Advisor fiom the German Embassy in Accra being involved in decisions on 

disbursements. 

These mechanisms have become necessary because it has been recognized by 

international agencies like GTZ and other donors that despite the considerable transfer of 

funds fiom abroad to support small-scale entrepreneurs and other forms of private sector 

initiatives, such monies often do not reach the broad sections of the population because of 

political interference. A project officer at M3SSI stated that while such mechanisms will not 

guarantee the absence of politicai interference in the administering of h d s ,  it will be better 

than the system that operates currentiy. For this official, there wilI be sufficient checks fiom 

extemal donors Wce the GTZ." However, an assistant project officer who disagrees with the 

approach adopted by the GTZ, stated that even before the programme becornes operational, 

it has become saddled with problems. According to this official, while the NBSSI will help 

prospective loan applicants to draw up a business plan, the h a l  decision to award the loan 

to clients will be determined by banks like the LA Community Bank and Ghana Commercial 

Bank, with input fiom the s u p e ~ s o r y  board which has representatives fiom the German 

- 

l9 interview with Project Officer, N'BSSI, Accra, 16'" August, 1999. 

298 



Embassy in Accra. The assistant project officer describes this procedure as ridiculous because, 

while the NBSSI would not have anything to do with decision about who gets the loan, it is 

expected to be in charge of recovery and monitoring. The issue then for this official is why 

not let the NBSSI to be in charge of both loan disbunement and reco~ery?~* 

While sympathizing with the viewpoint of the assistant project officer, it is the case 

that when Funds are administered solely by public agencies like the NBSSI, political 

interference and favouritisrn have tended to undermine the objectivity of the process. It is a 

healthy sign that the new loan scheme to be introduced by the GTZ/NBSSI has taken 

cognisance of problems of patronage, and is detemhed not repeat them. The important role 

to be played by the Director of GTZ in the process of loan disbunement is a welcome 

development since it wiU check some of the abuses and also minirnize the political interference 

that has c haracterized the disbursernent of earlier loan schemes. 

Education, Human Resources and Worker Skills: 

Besides issues relating to capital and finance, srnall-scaie enterprises are generally seen 

as lacking proper management skills in the operations of their businesses, and this affects 

industrial development and emergence of an entrepreneurial class in Ghana." Evidence Eom 

the i n t e ~ e w s  show that EMPRETEC clients, in cornparison to GRATIS and NBSSI clients, 

were a more highiy educated group of business owners, with a great number of them (72%), 

Io Interview with Assistant Project Officer (1), NBSSI, Accra, 2d August, 1999. 

" See P. Garlick (19711, Afncon Traders and Economic Developrnent in Ghana, Oxford: Oxford University 
Press; R Price (1975), Society and Bureaucracy in Contemporary Ghana, Berkeley, CA: University of 
California Press; P. Kennedy (1988), Afncan Capitafkm: The SmggIe for Ascendency, Cambridge: 
Cambridge University Press; S. Woode (1 997), Values. StandardF and Practices in Ghanaian Organkational 
Lqe, Accra: Asempa Publishers. 



possessing university level education. in addition to their hi& Ievels of education, most of 

them (93%) had attended various managerial training programmes organized by EMPRETEC. 

For GRATIS, while about a third of their Accra clients were university graduates, only one 

in Kumasi had such higher education, and most were people possessing technical and 

apprentice training in their various manufacturing fields. Finally, only a srnall number of the 

NBSSI clients had university level education (37% in Accra and 24% in Kumasi), although 

these proportions are much higher than the percentage of university graduates in the total 

Ghanaian population? Nonetheless, the greater proportion of EMPRETEC clients with 

university education is whaf as be noted below, rnakes their orientation, opinions and 

attitudes different kom MSSI and GRATIS clients, and their likelihood of business success 

also greater. 

AS Lail et al. who have researched the issue in Ghana put it: 

entrepreneurid success ... is clearly associated with high levels ofeducation .... 
Education is associated with qualities that are conducive to technological 
acumen: like analytical and organizational skills, an appreciation of 
technologicd factors. the ability to seek out necessary information and the 
relevant profession, and a willingness to try new methods and  technologie^.^ 

They argue that educationd levels of the business owner and production manager, if the h 

has one, are an important dement in the technological success of enterprises, since their 

efforts are critical to the technological upgrading of enterprise. Having an employee with 

University education in management capacity, irrespective of the discipline studied, facilitated 

" It is estimated that as of 1984, only about 2.9% of the total population aged 25 and over had university 
education (Encyclopaedia B r i h c a :  1999 Multi-media Edition). However, given the increased in take by 
the universities in recent limes, this figure couid be higher. 

3 S. Laii et al. (1994), Te&nology and Enterpke Deveiopment.- Ghana Under SZrucmral A~usmtent, New 
York: St. Martins Press, p.147. 



business success because ofthe cognitive, social, technical and other skills irnparted by higher 

ed~cat ion.~~ TOis midy supports that conclusion, since the evidence presented in the 

i n t e ~ e w s  with business owners suggests that, while most poorly educated entrepreneurs Iack 

the competence to appreciate the needs of modern technology, even at fairly simple levels, 

and to undertake the effort necessary to meet those n e e d ~ , ~  business owners who possessed 

university degrees had an orientation that was clearly more capitalist and modem in nature. 

Since possessing university education seems to be the most significant characteristic of the 

local capitalist class capable of achieving industrial success, the potential source for Ghana's 

bourgeoisie could lie with such business owners. 

While not having data and information on the educational background of employees, 

it is reasonable to assume that most business owners, especially NBSSI clients, were less 

likely to have university trained personnel in their labour force. This is because, apart kom 

most university graduates not wanting to work with micro and infiormal types of firms, the 

firms themseives were not in the financial position to prvperly remunerate them at levels that 

will equal their skills. More irnportantly, university graduates were not employed by srnall- 

scale firms because most owners, who are not well educated, tend to consider them a threat 

to their business, since they have the perception that the educated worker could manipulate 

them and ultimately take over their business. 

Marketing: 

Although the role ofmarketing and otherpromotional activities were on the increase, 

'' ibid., pp. 148-15 1. 

ibid., p. 168. 



with the high dernand for individuals with marketing qualifications kom well established 

agencies in Ghana, small-scde entrepreneurs lagged behind in this area While it is incumbent 

upon small-scale enterprises to adopt effective marketing strategies if they are grow and ch& 

up some business successes, they had generally not been able to do so, because they lacked 

the resources that would enable them to engage in aggressive promotion, advertising and 

marketing. Small-scale industries, especially the NBSSI and GRATIS clients, rarely engaged 

in any advertising. The cost of advertising and the fear of not being able to meet the resulting 

demand served to determany client b s ,  although those who had done so reported it yielded 

substantial dividends. 

Coupled with this, clients of al1 the organizations studied produced mostly on 

advanced orders as a result of their lack of adequate working capital, and more importantly, 

because of the abundance of irnported manufactured goods on the local market that 

accompanied the govement's liberalization policy. This also reflected their iack of a 

sophisticated capitalist orientation towards a systematic future expansion, since they seemed 

more concerned about their immediate profits. As evident in the previous chapter, clients of 

EMPRETEC, who were most knowledgeable about the workings of the world economic 

system, were the ones who expressed the sharpest criticism ofthe liberalization policy of the 

govemment and its negative impact on local manufacturing industries. As the Marketing 

Specialist at the Ghana National Chamber of Commerce and Industry (GNCCI) argued, 

aithough trade liberalization often increases access to inputs and raw materials, gives 

consumers a wide range of options to choose fiom, reduces the price of goods, and compels 

rnanufacturers to improve on the quality of their products, it also sewed as a serious 



constra.int on the development of small-scale rnanufacturers, since they faced hcreased 

competition fiom established producers on both the local and international scene? 

It was obvious that the Ghana govemment's trade lïberalization policy which had 

made it easier for imports to be brought into the country had undennined the ability of local 

manufacturers to capture the Ghanaian market and sel1 their products. This state of affairs is 

made worse because, since the initial integration into world trade and colonialism, Ghanaians 

have systematically cultivated a taste for imported products fiom outside the country." Such 

is the widespread perception that locally produced goods are always of iderior q~ality,'~ that 

the country has becorne a dumping ground for al1 types of imported consumer goods, without 

regard to the development of the local manufacturing sector.lg 

Finally, aside fkom the competition that local manufachuers had to deal with on the 

local market because of trade Ziberalization, they also lacked access to the larger foreign 

markets, and thus did not export their products. This is because developed and even some 

developing countries still have protective barriers to support their local industries and other 

vulnerable sections of their economies, thereby making it difficult for industries in Ghana to 

export their products to their markets, notwithstanding the existence of international trade 

?6 interview with Marketing Specialis& GNCCI, Accra, 24' August, 1999. 

" See "The Missing Links Between Technology and Development in Ghana," by E. K. Baidoo, M y  2000, 
Feature article, www .&anaweb.comlGhanaHomeua~elG hanaieh features. html. p. 1. 

Interview with EMPRETEC client involved in film production, Accra, 24Lh June, 1999. 

~9 E. Baidoo, "The Missing Links Between Technology and Development," p. 1. 



agreements? As Smillie has argued, the problem ofmarketing for most developing countries 

like Ghana stems fiom non-tariff barriers to trade. According to him, products of the 

developing world have not found their way to the markets of the developed countries like the 

United Kingdom and the USA because these corntries present barriers that most Thkd World 

manufactures cannot simply surmount. He points out that the developed countries have made 

a "fine art of excluding cornpetitive Third World products fiom their markets by establishing 

long lists of quota requirements, tests and  standard^."^' Srnall-scale enterprises in Ghana also 

did not have access to larger and more profitable international markets because of their lack 

of information, poorpackaging, low quality and lack of uniform quality products. According 

to the marketing specialist at the Private Enterprise Foundation, standards which involve the 

bringing of products to a certain level of safety and acceptability were for a long h e  ignored 

by manufacturen in Ghana because of their "mentality" that anything they produced would 

be purchased by consuners." 

Cultural and Political Issues and Questions 

Culture of Control and Authontananism 

There were few joint ownerships of the enterprises that were interviewed for this 

study. AU ofthe NBSSI and GRATIS businesses were controlled by single individuals, while 

for EMPRETEC business owners, only four (14%) were jouitly owned. This reflected a 

30 interview with Principal Industrial Promotion Officer, Ministry of Trade and Indusûy (MOïI), Accra, 14" 
Septernber, 1999. 

31 1- Smillie (199 l), Mastering the Machine: Poverty, Aid and Technology, London: Broadview Press, p. 224. 

"hterview with Marketing Specialist, Private Enterprise Foundation, Accra, 1% September, 1999. 



"culture of control" among small-scale entrepreneurd3 As a consultant at the Association of 

Ghana Industries  AGI)^^ suggested, it is cornmon to hear business owners in Ghana Say that 

"the business is mine, rather than the business is ours."'* By implication, entrepreneurs were 

more interested in confuiing themselves to mal1 market niches rather than sharing ownership 

with others and growing in terrns of capitai, structure and scale? However, the absence of 

joint partnership closes one of the most important potentid avenues to firm expansion and 

reduces the ikeiihood that indigenous companies cm become sufficiently cornpetitive to 

mount an effective challenge to foreign cornpanies." 

The desire for personal control and the lack of trust were reflected not only in the 

absence of joint ownership, but also in the authoritarian management styles exhibited by 

business owners. As mentioned earlier, good management often demands that top-level 

personnel should not only seek the input of workers and subordinates, but ais0 delegate 

responsibilities to subordinates if the firm is to grow beyond a small business. Through such 

an approach, workers feel more appreciated, and this leads to higher productivity. However, 

the views expressed by business owners, especially, clients ofWBSSI and GRATIS, iqdicates 

they preferred an authoritarian approach to decision-making. Less than 40% of NBSSI and 

331ntenriew with Marketing Specialist, Ghana Naiknsl Chamber of Commerce, Accra, 24* Augusr, 1999. 

'O The Federation of Ghana Industries, cdled the Association of Ghana Industries (AGI) since 1984, was 
fonned in 1958 with the objectives of providing a centrai organixation for the promotion of the interest of 
industry in Ghana; supporting or opposing Iegislature or other policy measures affecting industry; and 
presenting views and suggestions of industry to the Goverment (PEF, no date, p. 6) 

'* i n t e ~ e w  with Consultant, Association of Ghana industries, Accra, 8" September, 1999. 

' 6  M. Dia, Afiica S Management in the 1990s and Beyond. Op. Cit., p. t 55. 

'' P .  Kennedy, Afncun Capituliim. Op. Cit., p.166. 



GRATIS clients dowed workers to take decisions on their own. Owners of these h s  

expressed the view that when left on their own without supe~sion,  workers could rnake 

decisions that might not be in the business' interest. Although business owners clairned they 

sought the views of workers, k a 1  decisions were usually taken without much input fiom 

subordinates. It was observed that owners delegated little control to workers and tended to 

take al1 the major decisions for the enterprise, which reflected the lack oftrust that they had 

in their workers. This was especially the case for NBSSI's female clients in food processing, 

and males in metals and engineering, as well as GRATIS male clients in metals and 

engineering, who were more authontarian in their management style. 

Having argued that entrepreneurs preferred a top-down approach to decision-making. 

it is, however, fair to state that a few business-owners fiom GRATIS and NBSSI, and a 

greater number boom EMPRETEC (59%), claimed to delegate decision-making 

responsibilities to "shop-floor" supervisors, and also allowed worken to take decisions 

conceming their work without necessarily consulting them. According to them, they only 

intervened on issues which they considered very serious, especially dealing with the financial 

decisions which could have a lasting effect on the business. Some entrepreneurs held %e view 

that apart kom the delegation of responsibilities being the hallmark of good leadership and 

better management style, they were also not always around to supervise to the minutest detail 

the performance of their workers. For such interviewees, since the business had to go on even 

in their absence, they did not see why workers should not take decisions. Thus, despite the 

anxiety among entrepreneurs conceming the supposed untruçtworthiness of subordinates, 

Kennedy is right in saying that there is evidence to the effect that some business owners in 



Ghanaare wilhg to grant real discretion to senior personnel to appoint, dismiss, promote and 

discipline other employees, as weU as to negotiate with suppliers or custorners in the 

propnetor's absence? 

The attempt by the majority of EMPRETEC clients, in contrast with NBSSI and 

GRATIS clients, to involve workers in decision-making could be explained by their higher 

levels of education. As ~ofstede s ~ ~ ~ e s t s ; ~  and supported by evidence in the preceding three 

chapters, university education tended to produce business owners who hold less authoritarian 

management values than those not as highly educated. Another reason for the Iess 

authontarian management style ofEMPRETEC clients might be the larger size of their h s  

in texms ofthe nurnber ofemployees, which made it difficult to closely supervise the activities 

of employees. For, while about 25% of EMPRETEC business owners had more than 30 

employees, only hvo GRATIS clients (one each in Accra and Kumasi) employed between 2 1 - 

30 people, with the greater number ofthem having tenor Iess employees. The distribution for 

NBSSI clients was similar to their GRATIS counterparts. Hence, EMPRETEC clients, in 

cornparison with NBSSI and GRATIS clients, had greater need to rely on supervison to 

direct the operations on the shop-floor. 

What one can suggest fiom these observations is that Ghana is a "hi& uncertainty 

avoidance" society because people feel uncornfortable with unfarniliar situations." There is 

38 P .  Kennedy, A M n  Capitalism. Op. Cit., p. 167. 

39 G. Hofstede (19801, Culture 's Consequences: International Dtrerences in work-related Values, Beverly- 
Hill, CA: Sage Publications, p. 105. 

I. Kuada (1994), Managerial Behaviour in Ghana and Kenya: A Cultural Perspective, Aalborg: Aalborg 
Universi& Press, p. 130. 



a system of f o d  conml and hierarchical structures which are clearly-dehed and respected, 

and leads employees to preferclearrequirements and detailed instructions in the discharge of 

their duties, In addition, subordhates do not want to take initiative on work and business 

related issues for fear that they couId do something wrong. In effect, authoritarian supenor- 

subordinate relations are h l y  rooted and culturaily acceptable, and lower-level personnel 

mostly h d  themselves at the mercy ofthe authorities." However, while the existence of great 

power differentials in the form ofpatemaiism and hierarchy could strengthen discipline in the 

workplace, it most ofkn results in passive subse~ence  to, and extreme dependence on, 

authority," which c a .  affect the ability of srnall-scale enterpnses io expand into complex large 

ones, and ultimately cornpete with other enterpnses on the international market. 

Extended-Families, Ethnic Ties and Employment Practices. 

Overall, the i n t e ~ e w  responses on the recruitment of extended-family members 

produced mixed results among the client h s  of the three organizations. While the majority 

of owners (59% of EMPRETEC clients; 63% and 53% of Accra and Kumasi NBSSI clients; 

as well as 59% and 55% of Accra and Kumasi GRAnS clients respectively) did not have 

family rnembers in their businesses, the remaining clients preferred them. On the whole, the 

evidence showed that female owners, especially those with university education and in food- 

processing, were less likely than their male counterparts to employ family members. As 

suggested earlier, it could be due to the fact that the social expectations of employing family 

members were higber for men than women. Employment of family mernbers could also be a 

'' G. Hofstede, Culture 's Consequence, Op. Cit., pp. 176- 179. 

"' M. Dia, Afica 's Management in the 1990s and Beyond. Op. Cit., p.223. 
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way of reducing the demands made on business owners. Be that as it may, the shift from 

employment of family members to paid employees, although not overwhelrning, suggests a 

graduai move is occurring fiom non-capitalist to more rationalized capitalist mode of 

production. 

Despite the differences among the client firms of the three organizations in areas such 

as the size of their businesses, educational qualifications, marketing techniques, management 

skills, and orientation to business, they also showed certain similarities, First, a common 

attitude was the great support among business owners for the provision of financial suppon 

for the extended-family rnembers. Contrary to prevailing belief, there was little evidence of 

family demands, responsibilities and assistance being a serious problem for the owners of 

small-scale enterprises. W r e  such assistance was offered, business owners insisted it was 

not done at the expense of the growth and expansion of the business, since such financial 

support did not come fiom the finances of their businesses. Much as they wanted to assist 

extended family members, which they saw as being culturally acceptable, they pointed out that 

such support was not to come at the expense of the collapse of their businesses. Since such 

financial support could not be offered in the event of the business collapsing, entrepreneurs 

seemed very careful with the disbursement of h d s .  

While juxtaposition of the two views above might seem contradictory, they are not 

necessarily so. 1 am not arguing that hancial assistanceto extended-family members does not 

sometimes negatively affect businesses. Some business owners (41 % and 32% of NBSSI 

clients in Kumasi and Accra; as well as 26% and 36% of GRATIS clients in Accra and 

Kumasi respectively) believed that they had to cut away some of the dross, since hancial 



support to extended-family members was sometimes a drain on resources, and therefore an 

obstacIe to their businesses. 1 want to make the point however, that the opinions of the vast 

majority of my interviewees did not reflect the prevailing belief among most Eurocentrïc 

writers, who assume that by giving hanciai support to extended-family mernbers, business 

owners are necessarily undermining their businesses. One thing that becornes cIear fkom the 

evidence is that the issue of family invohement in businesses is very complex and its effects 

arnbiguous, and thus it is not easy to arrive at definitive answers. 

There was also not much evidence of ethnicity being a major cnterion in the decision 

to hire workers among the clients of the three organizations studied. While econornic 

activities and interactions in urban areas such as Accra can sometimes foment ethnic tensions 

and conflict, ethnic considerations didnot appearto affect business decisions. As pointed out 

in chapters five and six, there is ethnic stereotyping in Ghana, resulting in some business 

owners not having people of particular ethnic groups as employees. Thus, although a small 

number of business owners stated that they preferred to ernploy individuals of particular 

ethnic groups because of their dominance in various manufacturing activities, the vast 

majority insisted that they only considered the expertise of individuals in their decision to hire 

them or not. Therefore, for a greater number of business owners, trust relations were not 

necessarily based on ethnic groupings, since they had developed some networks of mist 

outside of ethnic ties. 

Another similarity among the client h s  was their distrust for the govenunent and 

politicians. There was both a power distance and social gulf between entrepreneurs and 

politicians in Ghana. While people in politics did not seem to think highly of private 



entrepreneurs, especially those engaged in micro-type informal activities, who are mostly at 

the lower end of the social scale, the highly quali fied entrepreneurs like EMPRETEC clients 

also felt politically alienated. Entrepreneurs had a low opinion ofmany ofthe MPs, especially 

those of the niluig govemment, since they saw them as sycophants who only told senior 

govemment officials what they wanted to hear. Therefore, entrepreneurs thought it would be 

a waste of time and resources to contact them to lobby on their behalf. They felt that apart 

fiom govemment officials being more interested in helping themselves rather than the srnall- 

scale industriai sector, officials who might want to he$ them have little real power to 

iduence policy on behalf of the small-scale sector. In effect, entrepreneurs saw institutions 

such as the legislature, and other mechanisms of democratic govemance as being too weak 

to control the executive power, partly because they are not well-developed, and partly 

because they are not independent of govemment influenced3 

Finally, however, there was a clear absence of a dominant cepitalist and 

entrepreneurial culture. One can suggest fiom the responses and opinions of clients of the 

three organizations that there are culturai issues and practices that have not yet been fully 

addressed by them or in the programmes and seMces offered to them. Thus, although a 

capitalist society relies on an entrepreneurial class ofbusiness owners who share a culture of 

instrumentai rationality," such acdture cannot be legislated into existence in the rnanner that 

a governent formulates and irnplements policies. 

'" R Tangri (1999), The PoIitics offatrmage in Afnca: Parastaral.. Privarizofion & Pnvare Enleprise. 
Trenton, NJ: Açica World Press, p. 140. 

a B. Berman (1994), "African Capitalism and the Paradigm of Modemity: Culture, Technology, and the 
State," B. Berman & C. Leys (eds), Afican CapitaIisfs in Afncan Development, London: L y ~ e  Riemer, pp. 
235-26 1. 



Does it mean that Ghana is unlü<ely to develop the culture of instrumental rationality 

and value of social trust Linked to the capitalist mode of production? That is not necessarily 

the case. M e r  dl, the values associated with the capitalist mode of production took a long 

time before they were finally dominant in many of the societies of the West. Since culture is 

ever-evolving, çome of the core values and practices which do not seern to augur well for the 

economic and industrial development of the country can be transformed over time since the 

development of social tmst is a gradua1 process. 1 will take tirne before depersonalized, 

collaborative and abstract system ûust  which relies on expert systems and professional 

practitioners, and which is crucial for enforcement of commercial contracts, the operation of 

joint-ownership corporations, and large complex enterprises are fully developed in the 

Ghanaian society." 

From the foregoing, we are faced with the issue of what approach to industrial 

development wiil work in Ghana? How can the process ofprornoting an entrepreneurid class 

and a bourgeois culture, that is yet to be Mly developed, but crucial to industrial 

development, be approached in Ghana? How can the value of social tmst that is linked to 

capitaiist mode of production be promoted in Ghana? What are the choices and alternatives 

available to Ghanato realize industrial development? Examination ofthe activities ofthe three 

organizations and their client firms suggests that one alternative is the approach adopted by 

the GTZ, where personnel of donor agencies will play a direct role in the process of deciding 

45 ï h e  idea of depenonalwed hust is developed in Anthony Giddens (1990), The Comequences of Modemiy, 
Cambridge: Polity Press; and has been employed by Berman (1997), "Ethnicity, Social Trust and the 
Democratic Process in Atnca, Loc. Cit., pp. 1-9; Berman (1998), "Ethnicity, Patronage and the AfÎican State: 
The Politics of Uncivil Natiodism," Afican Affairs, vol. 97, No. 3 88, pp. 305-34 1. 



who benefits fiom various assistance programmes. Fçrhile programmes designed to bolster the 

influence of the pnvate sector through extemal aid in the form of a partnership between the 

g o v m e n t  and donor agencies like GTZ may help constrain patronage distribution in various 

loan schemes, they have serious political implications. This is because such arrangements 

represent a potent extemal intrusion into the political dynarnics of a country? This is in 

addition to the fact that aid agencies tend to have their own agenda and interests which might 

not necessarily mesh with that of governments of developing countries. 

Another alternative is to allow donor agencies and NGOs through their suppoa of 

foundatioos like EMPRETEC to implement a national project of industrial development. 

Although EMPRETEC business owners seem to exhibit traits of a bourgeois culture and a 

capitalist orientation, and could thus emerge as the class of entrepreneurs who can be the 

bedrock of industrial development in Ghana, the problem, as alluded to in the discussion on 

the partnership between the govemment and GTZ is that it is an NGO supported largely by 

externai funding. 

Therefore, the most viable approach to industrial development would be to have an 

indigenously grounded group of entrepreneurs like EMEXETEC and GRATIS clients, who 

are suppoaed not solely by extemal donors, but also by the government. As Ofori-Yeboah 

has argued, there is the need to have institutional practices and arrangements that would 

enhance greater participation in economic development, without which physicai capital is 

incapable of inducing structural change. Since these institutional arrangements cannot be 

R Sandbrook (2000), Closing the CircZe: Democrarîzation and DeveIopment in Afnra, Toronto: Between 
the Lines, p. 88. 



brought by foreigners, they must be created do~nestica.Uy>~ As ofnow, the reliance on foreign 

experts, ideas and capital and the less than enthusiastic govemment support have contributed 

to the weakness of an indigenous class of manufacturers. However, Ghana needs to survive 

on its own initiatives and not rely solely on foreign investors. Forl'job creation is better when 

it is generated by local entrepreneurs rather than by foreign investor~.""~ Where govemment 

favours and supports local entrepreneurs through appropriate policy and institutional 

conditions, they might be able to succeed? This is borne out by the strides made by 

EMPRETEC which has instilled a modem capitalist orientation in its clients, as well as by 

GRATISfiTTUs, which, despite the problems confionting it and its ciients, have contributed 

to the emergence of an indigenous iight engineering and machine tool industry in Ghana:' 

Thus, although exposure to a capitalist and industrial culture is a relatively new phenornenon 

to indigenous Afncans, entrepreneurs, when assisted and given the oppomuiities and 

incentives cm  demonstrate their drive, initiative and capabilities agains t the odds?' 

" K. Ofori-Yeboah (1991), "State and industrial Development in Ghana: A Cnticai Review of Development 
Poiicies Under Nkrumah and Rawlings," MA Thesis Subrnitted to Queen's University, Kingston, Ontario, 
Canada, p. x. 

" interview with Marketing Speciaiist, GNCCI, Accra, 24h August, 1999, 

"9 B. Berman, "Afncan Capitalkm and the Paradigm of Modemity: Culture, Technology and the State," Luc. 
Cit., p. 254. 

U, ibid., p. 255. 

'' M. Alemayehu, Indusmaking Afnca. Op. Cit., pp. 156- 1 57. 



Policy Impiications 

In view of the foregoing, 1 want to discuss how the three organizations studied cm 

improve their performance and become more successfbl, as well as how the state c m  deal 

with the problems coni?onting the smd-scale industriai sector, promote social trust, and the 

developrnent of an entrepreneurid class that will lead the process of industrial development. 

Developing an indigenous and industrial and technological base through the activities 

of GRATIS/IWs, as well as the entrepreneurid training provided by NBSSI and 

EMPRETEC, is very laudable. However, in reflecting on the activities of these organizations, 

there are some areas of their operations that c m  be improved upon and contribute to greater 

success. For GRATISfiTTUs, for instance, it is important that they h d  ways of protecting 

its intellectual property as well as those of its clients. The experience of some Suame artisans 

who had their products (sparking plug extensions) mass produced, packaged and re-sold in 

the country by others can be overcome with patent protection and assistance from the 

government. Without such protection, GRATISfiTlZTs and its clients cannot enjoy the " fiuits 

of their labour" regardhg their technological innovations." 

Furthemore, it is important that the number of individuals provided with training by 

GRATISAm'vs be increased fiom the cunent Ievels of five for each ITTU annually, if the 

technological needs of the country are to be met. Also, since a greater number of applicants 

to the apprentice training programmes are men, greater emphasis, incentives and public 

education should be given to attract fernales to engage in these programmes. Finally, 

GRATISflTWs as well as NBSSI need to improve the managerial cornpetence and skills of 

-- 

interview with d e  client invotved in metals and engineering, SuameKumasi, 22* JuIy, 1999. 
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their staffthrough staffdevelopment and attendance at various training programmes. For the 

NBSSI, while the EDP and other services it provides are necessary, it should conduct impact 

assessrnent on clients to find out about the extent to which both the organization and its 

clients achieve their goals. 

Regarding EMPRETEC, it should airn at financial ~e~sufficiency sine support 

will not last forever, In addition, while institutiond and human development in the form of 

stafftraining are important, EMPRETEC should dernonstrate cost effectiveness by avoiding 

high overheads which can be a threat to the sumival of the organizati~n.~~ Finally, 

EMPRETEC has to do more to market the seMces and programmes that it offers to its 

clients and other interested parties. As Gibson points out, as of now, EMPRETEC markets 

its seMces through, for example, brochures and newspaper advertking, although word-of- 

mouth happens to be the main medium through which business owners hear about 

EMPRETEC programmes and services." 

However, since the above suggestions need to occur in the larger policy context, the 

government has to fomulate a clear and detailed industrial policy, especially in the area of 

small-scale industrial developrnent, which it daims it wants to make the bedrock of national 

industrial development. Ghanacan leam h m K e n y a  which has not only accepted the informal 

sector as a vital part of its economy, but has since 1986 systematically had national policies 

" DFID (2000), Draft hoject Completion Report for Ghana Enterprise Development Project (Phase 2), p. 8. 

A, Gibson (1999), EMPRETEC Ghana Foudation: DeveIoping a Broad Portfolio Organization, Paper 
Presented at International Conference on Building a Modem and Effective Development Services Industry 
for S d  Enterprises, Rio De Janeiro, Brazil, 2 -  5& March, 1999, p.11. This study supports Gibson's 
position, since most of the EMPRETEC clients (55%) uiterviewed for this study stated that they heard about 
EMPRETEC and its services through fnends and relatives. 



and plans for small-scale industrial development? While Ghana has since 1983 adopted a 

monetarist approach to economic and industrial development, and was once hailed as the 

"star pupil" and "success story" by international financial institutions ( 1 . s )  iike the World 

Bank and IMF ofhow neo-liberal policies can help achieve industrial growth, the so-called 

success was a myth. Despite the belief among some policy-makers and economists, especiail y 

those to the nght of the political continuum who argue that governments have "no business 

doing business," creating a conducive environment for business to thrive is the responsibility 

of the govemment. 

Therefore, although developing countries Like Ghanaare adversely constrained by the 

IFIs which in& on the adoption of neo-liberai policies before loans are granted, it is 

necessary that the Ghanaian government is assigned a central role in the industrial 

development process. The admission by Joseph Stiglitz, the World Bank's former chief 

economist, that the implementation in developing countries of market-styled policies were 

"misguided" and sometimes "misleading" has once again revived interest in the state as having 

to play a central role in industrial and economic development. According to hirn, the set of 

policies which underlay neo-liberalism were neither necessary nor sufficient either for macro- 

stability or long-term development. He stated that "left to itself, the market will tend to 

undermine human capital and technology. Without govemment action, there will be too little 

investment in the production and adoption of new technology. Pnvate monopolies can lead 

55 See K- King ( 1  W6), Jua Kali Kenya: Change and Developrnent in an lnfannal Economy. 1970-95, London: 
James Currey & Nairobi: EAEP. 



to excess profits and inefnciency. Govemment must intervene to create ~ompetition."~' 

Stiglitz's statement on the negative effects of neo-liberal policies, as well as the 

aclmowledgment b y the guarded World Bank that problems in Ghana's rnanufacturing arose 

frorn poor design of trade l i b e x d h t i ~ n , ~  makes it important for the governent to be 

selective regarding the implementation ofthe Liberalization policy, since it is obvious that not 

al1 aspects of the policy serve the economic interest of the country. Ghanacan take cues Eom 

the Asian NICs which embarked on the path of industriai developrnent and made significant 

strides through a state-led approach. Since a vigorously developrnentai indigenous 

bourgeoisie cannot result fkom acting on neo-classical fantasies ofvimially rernoving the state 

fiom the econ~rny,'~ the govemment must play a key role in the process of industrial 

development, although not through state ownership, but by providing the nght environment 

for the group of dynarnic enterprises with the potential to create well-paid jobs with prospects 

of great ly increased prod~ctivity?~ 

The govemment can play this role by systematically discriminating in favour of 

particular industries and group of entrepreneurs who have the potential to succeed in the 

business environment. While there is bound to be suspicion and charges of patronage 

56 J. Stighk (1998), "More Mmments and Broader Goals: Moving Toward the Post-Washington Consensus," 
W E R  Annual Lecture, Helsinki, Finland, 7h January. 

R. Armstrong (1996), Ghana Country Assktance Review: A Study in Dwelopmenr Efectiveness, World 
Bank Operating Evaluation Study, Washington, DC: World Bank, pp. 49-50, cited in R. Sandbrook (2000), 
Closing the Circk DemocratXzation and Development in Afnca, Toronto: Between the Lines, p. 116. 

58 B. Berman (1994), "African Capitalism and the Paradigm of Modernity: Culture, Technology and the 
State," Loc. Cit., p. 256. 

59 O. Brautigam (I994), "Afiican Industnustnalization in Comparative Perspective: The Question of Scale," B. 
Berman & C. Leys (eds), Afiican CapitulrSts in Afncan Dwelopment, Boulder, CO: Lynne Riemer 
Publishers, p. 157- 



distribution fiom business owners who might not be beneficiaries of govemment support 

given the entrenched nature of such practices, it is irnperative for the govemment to abandon 

the practice of using less stringent criteria for assishg entrepreneurs. By spreading the 

assistance to a large number of enterprises, most of whom differ widely in their size and 

characteristics, it only supports their survïval and not their expansion and development. It 

implies that in the absence of even such meagre support, most of the srnall-scale enterprises 

will collapse. A better approach will be for the govemment to target entrepreneurs, and be 

more selective and enforce rigid standards of who can benefit fiom its programmes, as 

EMPRETEC and GRATIS/ITTUs are doing. It can select objectively a srnall group of 

entrepreneurs, provide them with all the assistance that they would need-technical, financial 

or managerial- and in retuni expect them to meet certain basic standards. The governrnent 

could. for instance, judge these enterprises based on some performance contracts that they 

could enter into with the recipients. Under these circumstances, the criteria for selection and 

support should be an objective, disinterested and professional judgement of the firms, and 

their capacity to expand. In an institutional and cultural environment characterized by distmst 

for govemrnent and patron-client relations, it becornes difficult for the state to assume its 

rightfiil leadership role. However, there is the need for the govemment to adopt such 

discriminatory business practica, for although spreading support to a larger nurnber of 

entrepreneurs will make political sense, it is unlikely to achieve industrial growth. 

Furthemore, since local manufacturers must compete with already established firms 

in developed corntries with vastly superior technology, some protection or subsidization 

would be required initially before exposing them to international competition. In essence, 



without protection for industrial activities, such activities might never even develop at dl ,  and 

de-industnalization might occur if existing h s  are exposed to full, and sudden, international 

cornpetition? T'us, the liberalization policy which, according to the Marketing Specialist of 

the GNCCI, has been implemented like a "dogma or docirine" without cons ide~g  the 

negative effects, needs to be reviewed. For him, since the govemment opened the country's 

"econornic door too wide," it should seriously consider an industrial policy giving some 

selective protection and subsidies to local industries, if it is really eager to promote srnaIl-scale 

industrialization in the country? Since it is common to see the Western world as well as the 

NCS protecting their manufacturing sector," there is no reason why m c a n  countries should 

also not protect their industries ffom competition and dumping," since it is oniy by doing so 

that small-scale local manufacturers will be in the position to market their products and 

ulrirnately improve on their quality and productivity. 

As Mkandawire and Soludo point out, the success of the Asian MCs not only 

corroborates the need for intewentionist industriai development policies to resolve pervasive 

market failures in corntries like Ghana, but also demonstrates that effective export promotion 

could be accompanied by a restrictive impoa policy. For them, the mounting evidenceb< 

T. Mkandawire & C. Soludo (1999), Our Continent. Our Future: Afican Perspectives on Structural 
A&~~trnent. Ottawa: International Development Research Centre (IDRC),pp. 102-103. 

'' Interview with Marketing Speciaht, GNCCI, Accra, 24& August, 1999. 

6' M. Alemayehu, Indusmalin'ng Afica. @. Cit., pp. 15 1 - 155. 

"-' Such views were expressed in interviews with a Consultant at the AGI, Accra, 8" Septernber 1999, and the 
P ~ c i p a l  industrial Promotion Officer, Ministry of  Trade and industry (MOTI), Accra, 14" September, 1999; 
See aiso M. Alemayehu, IndusrnQlinig Afica. Op. Cit., p. 15 1. 

64 See for exarnple, A, Amsden (1989), Asia 's Next Gant: South Korea and Late Industrial~ation, Oxford: 
Oxford University Press; R. Wade (1992), "East Asia's Economic Success: Conflicting Perspectives, Partial 



shows that the much advertised East Asian miracle succeeded not only because of their 

government's abilities to address market failure., but ais0 because they created markets where 

they did not exist and provided the institutional uinrastnicture needed for market development, 

inciuding a sound regdatory Gramework. Thus, the emerging consensus among policy makers 

in most Afiican societies is that, states need to play the leadership and developmental roles 

of steering and nurtuxing economic activities to desired end as was the case in the Asian 

NCS? 

A rider may, however, be necessary at this point. The suggestion for subsidies, import 

restrictions, and protection does not imply that local industries should not be exposed to some 

form of cornpetition. As La11 et al. have argued, "given the cost, duration and risk associated 

with entry into more complex industries, full exposure to import competition may 'freeze' 

Ghana's comparative advantage in its existing mould, which is largely based on its natural 

resource endowment. The granting of limited protection ... may be a necessary condition for 

the diversification and growth of ind~s t ry . "~~  Alemayehu also suggests mat some measures 

that can be used to mitigate the adverse impact of competition are the judicious phasing out 

of protection against import duties ancilor imposing quantitative restrictions on the same or 

competing products. For him, the period for and the extent of protection for each existing 

industry should be determined carefully using such critena as the degree of vuinerability to 

outside competition and the crucial nature of the industry to the country. The performance 

- - 

kights, Shaky Evidence," World Politics, 44, pp. 270-320. 

'' T. Mlcandawire & C. Soludo, Our Continent. Our Future. Op. Cir.. p. 129. 

" S. Lall et al., (1994), Technology and Enterprzke Developtnent, New York: S t  Martins Press, p. 189. 
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of the protected industries could then be rnonitored to ensure that the protection is applied 

according to schedule; and does not exceed the prescribed time E t . "  This view is averred 

by Mkandawire and Soludo who argue that, protection could be designed to be the-bound 

and performance-based to promote enterprise and ensure that excessive protection does not 

become a way of life." 

Changing the perception among Ghanaians that locally produced goods are of inferior 

quality is another issue that needs addressing in any industriai policy. While it is the case that 

some locally manufactured goods are of low quality and are poorly packaged, resulting in 

consumers rejecting hem, it is the case that even when the locaily made goods are of better 

quality, the cultivated taste for foreign goods makes it unlikely for the local goods to be 

purchased. However, since competent and effective marketing and advertking are important 

elements of the industrialization process, the AGI launched the "Buy Made In Ghana" goods 

in June 1998. The involvement oforganizations prornoting small-scale industrial activities in 

various trade fairs where local manufacturers are mobilized to exhibit their products are al1 

part of the promotional drive to encourage the patronage of "Made-in-Ghana" goods, bring 

local manufacturers and firms closer to foreign investors, create good market conditions for 

their products, and match local manufacturers and govemment agencies, as well as change 

the perception among the Ghanaian public that locally produced goods are of infenor quality. 

With a promotional strategy and a message Uiforming customers about the reliability 

and quality of "Made in Ghand'goods, the objectives and efforts of the AGI and other 

67 M. Alemayehu, Industnaijzing Am, Op. Cit., p. 15 1. 

68 Mkandawire & Soludo, Our Continent. Our Future, Op. Cit., p. 104. 
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agencies of enco~mging Ghanaians to patronize iocdy  manufactured goods can be realized. 

It should however, be added that while a window of opporhmity exists for srnall-scale 

manufacimers to market their products both locally and internationally, there is thc need for 

them to senously look at the pricing, on-tirne del; very, quality and packaging of their products 

if they are to rernain competitive in the globalized world economy. The plan by the NBSSI 

to establish quality information centres in collaboration with the Ghana Standards Board 

( G S B ) ~  to provide technical infornation on product standards and specifications to small- 

scale enterprises"' is a welcome development. This is because it will not oniy actually increase 

the quality of local manufactured goods, but aIso enable mdacturers  to be made aware of 

what is acceptable in the markets 

Entrepreneurs and officials kom AGI and PEF also criticized the government 

procedures for procuring goods and senrices. Accordhg to them, since the procurement of 

goods were done under international competitive bidding that involved cumbersome 

procedures, it discriminated against locally made goods and limited the chance of local 

industries, especially srnall-scale ones, nom getting these contracts. For exarnple, an 

entrepreneur in the textile and garment industry could not understand why the government 

allowed public agencies to impoe matenal used to sew uniforms, even though the material 

was produced locally?' 

" The Ghana Standards Board is resporuible for developing and promulgating standards as well as ensuring 
the quality of irnported goods into Ghana, 

See "NBSSI and Ghana Standards Board to set up Information Centres," by T. Agbonune in Daily Graphic, 
14& May, 1999. 

" interview with EMPRETEC client involved in textifes and clothing, Accra, 29' lune, 1999. 



While not providing any evidence to support his claims, the Marketing Specialist at 

PEF was of the view that govemment officials preferred to import goods which could be 

secured locally because they codd obtaui "kick-backs" and other forms of private payoffs 

nom individuals and agencies who were awarded contracts and tenders for such purchases. 

According to him? in a period when the educational system of the country, especially the 

universities, seemed to be in disarray due to constant closures, government officials sought 

desperately to acquire foreign exchange to send their children to schools and universities 

outside the country." The only way of getting the foreign currency was for the officials to get 

"kick-backs and pay-offs" when the agencies are awarded contracts to import goods. If the 

govenunent was really interested in assisting the local manufacninng industry, as the largest 

buyer of goods it could require its agencies to buy goods produced by local  manufacturer^.^ 

It was therefore a healthy sign that following the cornplaints and agitation boom small- 

scde manufacturers, the government directed in September of 1999 that its agencies should 

k t  source their purchases fkom local industries, even when their quotations are higher by as 

much as 12.5% than imported goods. In the process, the number of imported goods could be 

limited and the operations of smail-scale manufacturers will be protected and boosted. This 

decision on sourcing k t  fiom local manufacturers at sometirnes higher pnces, while it may 

cause the govemment to spend a little more, wouid give meaning to the effort to support local 

Uidustry." This strategy is consistent with the interventionist approach of the Asian NICs, 

'%terview with Marketing Specialist, PEF, Accra, 1' September, 1999. 

ibid. 

'' ISSER, The State of the Ghanaian Economy in 1999, Op. Cir., p. 58. 
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who instead of "getting the prices right" dehiberately "got the prices wrong" in order to 

support theirindustries, and whkh helped them to enjoy considerable growth in economic and 

industrial devel~pment?~ 

We should note, however, that it is simply not enough for govenunent to put forth 

such a policy directive. It should ensure that this policy rneasure is actuaily implemented by 

sanctioning the agencies and institutions which fail to comply with the directive. This 

suggestion has become necessary because an attractive policy is in itself not enough guarantee 

that it would be implemented. There is usuaily a gap between policy making and 

implementation since beneficiaries of the existing practices are likely to put irnpediments in 

the way of the implementation process. Et is not uncornmon to see individuais averse to or 

opposed to changes in the s tam quo devising strategies to get around government policies 

or diverting it to suit their own ends or purposes. 

Also, since the activities ofthe organizations promothg smail-scale industriaiization 

have to be part of a policy agenda, CO-operation and CO-ordination among various agencies 

active in the field should be part of any industrial policy. The Programme Co-ordinator of the 

NDPC was of the view that although there were some contacts among the organizations 

doing similarjobs, it was more of a formality, since in reaiity there was not much CO-operation 

and CO-ordination in the activities ofthe governrnent agencies and NGOs involved in assisting 

small-scale enterprises. In the absence of a ciear industrial policy, there seems to be 

competition among various bodies to get assistance kom donor agencies, and alsû get controol 

over particular domains in the development arena. This competition among various agencies, 

'' A. Amsden, Asia 's Nerr Giant, Op Cit., pp. 141-145. 
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although unstated, tends to limit co-operationamong them. There is firnctional overlap which 

can obviously be overcome with better CO-operation and CO-ordination. He added that 

although attempts have been made to develop an Entrepreneurid Advisory Council (to be 

made up of institutions which support and counsel entrepreneurs) this has not materialized. 

Al1 the organizations have their own plans and agendas, like to c l ah  credit for the success 

of a programme, seek to protect their domains, and do not, therefore, want to CO-operate too 

closeiy with others undertaking similar activities. For instance, each organization has its own 

clientele, so they do not see the reason why they shouid help the cIients of other agencies. In 

effect, there is the lack of effective mechanisms for collaborating with relevant institutions in 

the sectors dealhg with small-scale industrial development, resulting in the duplication of 

activities and resp~asibilities.'~ 

Rather than operathg individually, there should be close collaboration and co- 

operation not only with govemment agencies and mùllstries, but also with the universities and 

other research and teaching institutions whose activities are relevant and might be heipful to 

the development ofthe industrial sector in Ghana. As Smillie suggests, key officiais fiom the 

agencies and organizations involved in srnall-scde industriaiization in the country need to be 

brought together in a CO-ordinated fora for the development, CO-ordination and control of 

thoughtful and genuine national policy on science, technology and national industrial 

development." Better CO-operation codd corne in the fom of dissemination and sharing of 

76 inte~iew with Programme Co-ordinator, NDPC, Accra, 23& March, 1999. 

77 1. Srniilie (199 l), Mastering the Machine: Poverty, Aidand Technology, London: Broadview Press, pp. 227- 
228. 



information, and rnonthly orquarterly meetings betweenofficials ofNBSSI, GRATISATTUs, 

EMPRETEC, and other agencies and institutions active in the sector, to plan strategies to 

improve the activities of mail-scale enterprises. It is only thmugh such a concerted, 

integrated and holistic approach that the numerous agencies will become major players in the 

formulation and implementation ofpolicies af5ecting the small-scale industrial sector. Having 

officials in the various organizations promoting srnall-scale industrialization CO-ordinate with 

each other to draw up the training programmes wiil go a long way to ensure that such 

programmes reflect the needs of entrepreneurs in the country. 

Coupled with having a clear industrial policy, govemment O fficials need to change 

their attitude to the business cornmunity in general, and the srnail-scale sector in particular. 

For the entrepreneurs and officials of various agencies in te~ewed,  they were not surprised 

at the policies enacted by the govemment. In their view, Ghana's political and economic 

history carmot be written without having to make reference to the fact that govemments have 

had a long history of stifiing successful local entrepreneurs and private initiative. As 

Arnponsah found, "domestic private businesses in Ghana are wary ofthe volatile institutional 

environment, which they perceive as uncertain for investrnent. Not only do they perceive 

potential threats of expropriation, they also know that they do not have much protection for 

their business and property, because existing rules in this direction are inadequate. Above all, 

they believe that state auîhonties intervene in the business environment through rampant 

abuse of discretion and bureaucratic bottlenecks. "'' Thus, even in a penod ofdemocratization 

T8 N. Amponsah (2000), "Ghana's Mixed Structura1 Adjustrnent Results: Explaining the Poor Private Sector 
Response," A f n c a  Today, vol. 47, No. 2, p. 28. 



in Ghana, the "economic climate is clouded by official actions that pose serious threats to 

private business."" In instances Like these, Dia &tes that entrepreneurs find themselves at 

the mercy of the political elite since, apart fiom property rights not being legally protected, 

the weaith of individuals cm be confiscated or reduced through manipulation of formal 

rules.8* The only option lefi for entrepreneurs is for them to buy political protection for their 

wealth as opposed to using that money for investment which could increase productivity and 

wealth? 

According to the Marketing Specialist at PEF, there have been instances when high- 

ranking goverment ofncials during election campaigns have urged their supporters not to 

buy the goods of particular entrepreneurs. This stems fkom their belief that wealth acquired 

by such successful business people would be used by thern to suppoa opposition parties." In 

this regard, manufacturers and private local investors are really skeptical when the 

goverrunent makes pronouncements to the efTect that it is interested in helping entrepreneurs 

in the country. The inadequate institutional support and the general mistrust for the 

governmeut intentions have al1 contributed to this skepticism, and also he!ped to expiain the 

79 C. Leechor (1994), "Ghana: Front-mer  in Adjustment," ïshrat Husain and Rashid Famqee (eds), 
Adjusting in Afnca: Lessonsfiom Country Studies, Washington, DC: World Bank, p. 177. 

* O A ~  the Mie of conducting the study, a sixty-five bedroom hotel put up by a local entrepreneur was 
demolished by the govenunent on the flimsy excuse that it was located on a water way. It was however, 
aileged in -y private newspapers that the owner of the hotel, who was a government supporter, had 
defected and joined a break-away opposition group. The dernolition of the hotel was thus seen as 
"punishment" for his "defection." 

" M. Dia (1996), Afnfa k Management in the 1990s and Beyond: Reconciiing Indigenou and Transplanted 
Institutions, Washington, D. C, The World Bank, pp. 45-46. 

" Interview with Marketing Specialist, Private Enterprise Foundation, Accra, ln September, 1999. 



limited private sector response to economic reforms in   ha na" The experience of one 

EMPRETEC client, who was told by a government official that it was not his responsibility 

to look for markets for Ghanaian products, aptly sums up the attitude of government to the 

pnvate sector." 

In the area of rnanpower development and utilization, one hding of this study is the 

strong relationship between university education and a more modern capitalist orientation. 

Given the dearth of mïversity graduates and other technically trained individuals in the smail- 

scale sector, efforts should be made to ensure that such people are attracted to it, since there 

is the need for a new breed of enterprises that are more in tune with industrial development, 

and which calls for an entrepreneurid cIass with a more infomed and modem outlook than 

traditional enterprises c m  pr~vide.~' Ifthe country is to rely solely on individuals like artisans 

and "masters" who acquire their skills on-the-job and Lùnited technological training through 

the apprenticeship system, then it is unlikely that much headway would be made in 

technological development. Besides providing incentives to attract qualified individuals to 

work in the smail-scale sector and in organizations like GRATIS and NBSSI, the numerous 

skilled Ghanaians resident outside the country sbould be tapped for the purposes of 

developing Ghana's industries. The marketing specialist of the Private Enterprise Foundation 

PEF) suggested that Ghanaians returning nom abroad could be instruments of change since 

they have a perception and orientation that is different and could have a positive impact on 

83 E- Aryeetey (1994), "Private Investment Under Uncertainty in Ghana," World Development, vol. 22, No. 
8, p. 1211. 

84 interview with EMPRETEC client involved in the manufacturing of elecûical cables, Tema, 12' July, 1999. 

gS S. Lall et al., Technology and Enterprise Development, Op. Cit., p. 193. 



how to run a business successfbllyy Their work ethic and Western experience could serve a 

very useful purpose in the development process of the ~ountry.'~ This view is shared by Lall 

et d. who argue that the "work experience overseas probably gives exposure to a broader 

range of experience and techniques."" 

It is also important that local employees are subjected to discipline by not taking 

unnecessary and unauthorized breaks during hours of business operation, and not dictating 

the manner and Pace of work as is the practice arnong some Ghanaian workers. Discipline, 

timing, quality and consistency in work production and behaviour fiom both workers and 

management, as well as the willingness ofworkers to follow directions are al1 necessary in the 

industrial development process, and should be part of the training offered by organizations 

involved in industnal development. While such discipline and capitalist mode ofproduction 

could be a source of workplace conflict, there is the need for change in the lukewarm work 

behaviour of ernployees, as well as their disregard for the .  Althou& not saying that al1 

knowledge and control should be in the hands of management, since such an approach will 

result in what Braverman calls the "deskilling" and degradation of workers, as well as the 

separation of the "hand and brain,"" it is nonetheless, necessary for both management and 

workers to change their apathetic suid lackadaisical commitment to work. 

MacEwan has rightly argued that successfid econornic and industrial development has 

generally been built upon a physical infrastructure that comects the national economy to 

86 Interview with Marketing Speciaiist, PEF, Accra, 1' September, 1999. 

" S. Lall et al., Technology and Enterprise Development. Op. Cit., p. 148. 

See H. Braverman (1974), Labour und Monopo[y Capital: The Degradation of Work in the Twentieth 
Cenrury, New York: Monîhiy Review Press. 



international commerce and, at the same the, ties a national economy togetherP9 It is 

therefore encouragùig that there have been improvements in Ghana's idkastructure since the 

SAP, especially in the construction of roads and telecommunications. However, a lot still 

needs to be done, The obvious lack of infr;tskucture which is essential to faditate the 

industrialization of the country has tended to slow down the process. The 1998 energy crisis 

which stemmed fkom droughts, and resulted in the rationhg of power and electricity in the 

country is a case in point. The constant power disruptions, failures and outages meant that 

rnanufacturers operated below their capacity during this period, and thus unable to meet their 

production targets. Coupled with this, getting a site to operate a business is difficult. ln the 

absence of organized industrial estates, srnall-scale businesses have been thwarted by land- 

owners who usually demand exorbitant good-will advance payments, which most srnaIl-scale 

entrepreneurs are unable to provide. For those srnall-scale entrepreneurs who are able to raise 

the fûnds to settle the good-will, putting up the new structures for the business is another 

financial problem. 

Effoas should thus be made by the govemment to create industrial estates around al1 

the regional ITTUs, as is currently the case at Suame, with fiordable industrial sheds and 

hhstmcture which cm be rented out to the small-scale industries. Apart fiom such industrial 

estates, and site and service schemes becoming the central focus of the process of industrial 

development, they would also ease the problem of land acquisition for business purposes, 

rnake it easier for various agencies to monitor their clients and become aware of their 

performance, and serve as a means by which linkages can be established among fixms and 

* A, MacEwan (1999), Neo-Liberalh or Democracy?, London: Zed Books, p. 130. 
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industries. Follow-ups could also bedone more regularly since clients would be concentrated 

in a particular area? This was an approach adopted by the Kenyan government when it 

provided a site and service scheme to support the juu Rali (informal sector artisans), who had 

difficulties with acquiring land to operate?' Giving concessions to the small-scale industries 

in the form of reduced utility rates can also prove to be very helpful in the industrial 

development procew. It is also incumbent on the government to provide the NBSSI and 

GRATIS with the necessary logistical suppon and infiastructure such as vehicles to enable 

training officers to monitor and follow up on activities of entrepreneurs. 

In addition, since the lack of adequate h d s  huiders the ability of mail-scale 

enterprises to expand and create jobs for the unemployed, it is important that credit be made 

easily accessible to them with low interest rates, while the period and procedures for getting 

assistance fiom agencies also need to be shortened. A bill to suspend and replace BAF with 

an Export Development and Investment Fund is presently before the Ghanaian parliament- 

When this bill becomes operational, it is expected to provide long-term investment finance for 

industry and also support the expansion of non-haditional exports." One reaily wonders, 

however, whether the Export Development and Investment Fund will benefit small-scale 

indus~es.  Since the aim of this new fund is towards the development and promotion of non- 

traditional exports, with particular emphasis on increasing eamings £tom that sector, it is 

likely that the small-scale manufacturing sector will once again be ignored. 

'O Interview with Head, EDD, NBSSI, Accra, March, 1999. 

9' K. King, Juu Kali Kenya, Op. Cit., pp. 1-3. 

a ISSER, The Sfate of the Ghanaian Economy in 1999, Op. Cit., p. 128. 
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More Mportantly, funding for research and development is an area that needs to be 

examined critically, since it is only b u &  research and development that the quality and 

standards of locally made products cm be improved and in turn can reduce the reliance on 

foreign products. While an agency like GRAnS gets h d s  fiom CIDA and the EU for 

purposes of research and deveiopment, as well as skill upgrading, which can enhance 

technology and industrial development, more resources need to be comrnitted by the 

govemrnent for such purposes, since it is unlikely that donor support wili continue forever. 

Although Ghana has the research idhtructure in an institution like the Council for 

Scientific and Industrial Research (CSIR), there is Little evidence of the government giving 

the institution adequate resources to perfom its duties. The CSIR was originally established 

in 1968 to generate and apply innovative technologies which efficiently and effectively exploit 

science and technology for socio-economic development in the cntical areas of agriculture, 

industry, health and environment. It was however, re-established by CSIR (Act 521) of 1996, 

with a distinctive feature ofthe new Act being the emphasis accorded pnvate sector concerns 

and the introduction of market principles into the Council's operations through 

commercialization of research. However, since the industrial sector currently consist rnainly 

of small and medium scale enterprises, they are unable to pay for the services of the various 

research institutes under the CSIR?~ Thus, decision rnakers must assist research institutions 

like the CSIR with hinds and hfhstructure for the purposes of research and development, 

that wili in tum offer the results to smd-scale entrepreneurs to enable them hprove on the 

93 Ayiky M. N. (no date), "Change and Management of Change in the CSIR, Ghana: 1958-1998," Paper 
Presented at International seminar on Best Practices for Collaboration between RTOs and SMES- 



quality of their products and marketing operati~ns,~ rather than insisting that the CSIR 

operates under a system of contract research. As Berman points out, States have generally 

provided testing facilities, profitable contracts and support to research institutes and schools 

for scientific and technical traùillig in the development O ftechnology of industrial capitalism?' 

For mal1 firm owners, the fact remains that most were inclined not to delegate power 

in management or share their business ownership with othen. As the Marketing Speciaiist of 

the GNCCT stated: 

Given the fetish desire and conviction of small-scaie entrepreneurs not to yield 
control, equity participation becomes a problem. Individuds want to create 
their own smdl business empires whïch they can control rather than having 
outsiders being involved. Control and selfishness are the basis of such lack of 
trust among business owners." 

It is however, important for srnail-scale entrepreneurs to be re-oriented to accept the fact that 

it can be better to operate as a CO-owner of a business. Apart fiom easing the "control 

mentality" of eneepreneurs, such a business strategy would increase the prospects of 

companies having access to long term capital. mough joint partnerships, firms and 

businesses can tap the savings of every partner in order to obtain capital that may not be 

available h m  their own resources and fiom their bankers. By operating as limited liability 

companies or joint-partnerships, not only would the owners be spreading the risks involved 

in the business, but also no longer would they have to look to only themselves for capital and 

finance, and make every decision concerning the enterprise. One of the partnen could, for 

94 K. Appiah-Adu (1999), "Marketing in a Liberalized DeveIoping Economy: Emerging Trends and 
implications for Strategy," The Journal of Management Studies, vol. 14, p. 27. 

95 B. Berman, "Afncan Capitalkm and the Paradigm of Modemity," Loc. Cit., p. 245. 

% interview with Marketing Specialist, GNCCI, Accra, 24& August, 1999. 



exarnpIe, be made to take charge ofthe day-today management and activities of the business, 

and be given a salary, while the others rernain "silent partners" and get their share ofwhatever 

profits accrue to the business. SmalI-scde enterprises should thus be encouraged to develop 

as quickly as possible into limited liability companies orjoint partnerships. One way of going 

about it, suggested the marketing speciaiist of the GNCCI, is to tout the successes of 

enterprises like Mechanical ~loyd?' Such success stories could help change the control 

obsession of entrepreneurs, and also make them aware that it is better to be a part-owner in 

a larger company rather than being the sole propnetor of a small enterprise? 

Fukuyama's discussion on the nexus between trust and industrialkation clearly relates 

to this issue. According to him, societies like Japan and the USA which are imbued with high 

levels of trust and social capital enjoy higher rates of industrial development. In these 

societies, entrepreneurs by being able to associate fieely with non-family members were better 

predisposed to sustain larger industrial h n s  which are critical for economic growth. For him, 

ïnheritance and easier non-biological adoption practices, and the absence of stigma to 

adoption outside the kinship group, ailows Japan to create extremely large and durable 

organizations. Hence, a crucial factor in the economic growth and industrial development of 

any society lies in the willingness of entrepreneurs to employ and do business with people 

with whom they do not necessarily have farnily or kin ties. Societies like Chinaexhibithg low 

" Mechanical Lloyd is a local and privately-owned company involved in trading and servicing of automobiles, 
agricultural equipment and generators. Not only is it the only localiy and privately-owned fm listed on the 
Ghana Stock Exchange, but it has consistently been listed on Ghana's Club 100 (Ghana's top 100 
Companies). The manager is said to have taken over the running of the business from his father. One of his 
fmt business moves which paid off was to go public on the stock exchange, and also recruit qualified 
professionals to assist h i .  with the management of  the company. 

'* Interview with Marketing Specialist, GNCCI, Accra, 24h August, 1999. 



levels of trust for individuals not part of the imrnediate family tend to have lower levels of 

economic efficiency and industrial growth, because they become victims of the high 

transaction costs associated with the maintenance of formal des? We should, however, not 

lose sight of the fact that there are also some businesses in the Asian NICs and even the 

Western world which are owned and controlled by families, have expanded and been 

efficiently managed by professionals, and performed exceedingly well. The point is that while 

the culture of a society wiil to a large extent determine whether farnily-owned businesses will 

give w2y to professional management as the business expands, it is the case that good 

professional management, whether undertaken by family members or non-farnily holds the key 

to the success of any bu~iness. '~ 

Finally, given the issues of mistrust that have been discussed above, it becomes 

necessary for the country to have an effective and efficient system of loan disbursement, as 

well as equitably enforced laws and public policies if manufacturers and businesses are to be 

cornfortable in dealing with one another and with the government. In the area of law 

enforcement, such a move would cal1 for a massive overhaul of the judiciary system, and the 

need to enforce the laws as they appear on the books. Agencies charged with law enforcement 

should be allowed to operate independently, impartially and without poli tical interferences. 

Ifthere is political intimidation, and individuals who have links with "big-rnen/big-women" 

or are socially well-connected are dedt with by one set of laws, while the rest of society is 

99 F. Fukuyama (1995), T m t :  Social fimes and Creation of Prosperity, New York: The Free Press, Chapters 
6-22. 

100 G. H. Hofstede, Culture 3 Consequences, Op- Cit., p. 390- 



treated differently, then people lose tmst in the j~diciary.'~' As Berman aptly argues, the 

administration of a uniform and consistent Iaw, the formation and protection of national 

markets, and the control of labour through the replication of juridical and political forms of 

capitalist social relations have been essential for capitalist development.'" 

As the Marketing Specidist of the GNCCI points out, court procedures which are 

very cumbersome and resuit in delays in cases being easily disposed of needs to be looked at 

very critically. This is because the cumbersome procedures make entrepreneurs, especialIy 

those who might have been kicked out of successful businesses by their partners, very 

sceptical and less tnisting of seeking redress in the courts or engaging in any more joint 

ownership.lm With the courts lacking qualined and well-trained court reporters, stenographers 

and computers, judges have had to take notes o f  court proceedings at the same time that the 

process is going on. The lack of these resources causes delays in both the filing and retrieval 

of court documents. Computing facilities should thus be provided to the judiciary and other 

law enforcement agencies to enable thern to not only have an easier tirne storing and 

retrieving information, but also deai with cases and business disputes quickly. 

It is also important to have a combination ofwhat Larry Diamond calls the fearof the 

law and "the fear of the Lord" if people are to have trust in dealing with each other. While 

"the fear of the Lord" involves moral teachings fiom religious institutions, fear of the law 

must involve the independence of law enforcement agencies and the judiciary, and the 

'O' interview with male EMPRETEC client involved in wood-processing, Accra, 15' June, 1999. 

'''Berman, "Akican Capitalism and the Paradigm of Modemity," Luc. Cit., p.245. 

'031nterview with Marketing Specialist, GNCCI, Accra, 24' August, 1999. 
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enforcement O flaws without fear or favour '04 In view of the overarching role of the judiciary, 

institutions Like the Commission on Human Rights and Administrative Justice (cHRAJ)'~~ 

have to be given enough resources to carry out their responsibilities effectively and 

irnpartially. More importantly, CHRAJ should be given enough powers to ensure that 

people's rights and fieedoms are not encroached upon and that judges and other public 

officids not ody discharge their duties in a disinterested manner, but also do not abuse their 

powers. By giving it the powers and authority to expose wrong doing and punish public 

officids and the activities of unscrupulous business owners, it can serve as a deterrent to 

others who might engage in such actions, 

The problem of Zack of an effective judiciary to settle business disputes results in 

small-scale entrepreneurs developing the attitude of distrust. One way of dealing with the 

problem of the lack of trust is to ensure that institutions develop an impeccable record in 

fulfilling the noms oftruth-telling and fainiess.lW Ifbusiness ownen have an Unpartial means 

of redreçsing their grievances and concerns, and they have tmst and faith in the system, then 

there is no reason why they would not go to such agencies and institutions when they feel 

they have been unf ' ly  treated in any undertaking. The rule oflaw, protection and respect for 

laLarry Diamond in an interview on Ghanaian television in September of 1999, when being asked about the 
causes and consequences of corruption on the administrative and decision-making process. 

1°' As the equivdent of the Ombudsman, CHRAJ was estabüshed under the 1992 Constitution and Act 456 
of 1993 to be responsible for checking and redressing incidents of mal-administration and malfeasance, and 
for educating the general public on human rights and freedoms (Ayee, "The Contiming Search for Cures in 
the Fight Against Corruptiob" K. R. Hope, Sr, & B. ChikuIo (2000) (eds), Corruption and DeveIopment: 
Lessons from Country Case Studies, London: Macmillan, p. 19 1). 

106 M. Warren (1999), "Introduction," M. Warren (ed), Democracy and T m t ,  Cambridge: Cambridge 

University Press, p. 7. 



property rights through titles and deeds, contracts and public records should thus be part of 

any institutional reforms. The investigations in January 1996 by CHIW of alleged financial 

impropriety by ministers of state and some chief executives of parastatals. which received 

wide coverage in the private press and resulted in resignations and replacements of top-level 

government of fi ci al^,'^^ is worthy of note and a step in the right direction. 

Conclusion 

The shift fiom large to small-scale industrialization, and the large number of agencies 

with an interest in promothg and assisting h s  was a welcome development in Ghana's 

attempt to industrialize. in examining the activities of the agencies promoting srnaIl-scale 

industriai development, and the impact of their programmes on client firms, we realize that 

both the organizations and their client firms have had to contend with a number of problems. 

For the organizations, especially the govemment ones, these problems include the niggardly 

governrnent support, poor remuneration for personnel, and the lack of logistical resources; 

while that of client h s  involved the Iack of access to Finance f?om banks, inadequate 

institutional support, the Iack of transparency in business procedures and processes, generai 

distrust of politicians and govement officials, and a non-capitalkt business orientation. 

While srnall-scale industries c m  be vitaI for the socio-economic and industrial 

development of society, the government's actions show that it tends to treat the sector not 

as the engine of growth as it claims it wants it to be. However, as Brautigam suggests, 

'O' C. Lentz (1998), "The Chief, The Mine Captain and the Politician: Legitimating Power in Northern 
Ghana," Afnca, 68, 1, p. 51; P. Nugent (1999), "Living in the Past: Urban, rural and ethnic themes in the 
1992 and 1996 elections in Ghana," J~urnal of Modern Afican Sttidies, 37,2, p. 294; J. R. Ayee, "Ghana, 
The Continuing Searcb for Cures in the Fight Against Corruption," Loc Cit., p.190. 



although a substantid amount of industrial activity takes place via srnail-scde b s ,  the state 

plays an instrumental role in providing the foundation upon which small h s  can become an 

engine ofbroad-based growth. log An economically viable local capitalist class cm generate 

wealth independent of those controlied by the state, and provide many of the benefits and 

resources that have long been monopo lized b y govenunents. '" 
Thus, the task for helping the industrial sector Lies not only with the NGOs and donor 

agencies supporting them, but also with the govemment, since evidence fiom around the 

world shows that the state has played a cataiytic role in the process of economic and industrial 

de~eloprnent.'~~ While capitalist development requires an entrepreneurhl class of business 

owners who share a culture of instrumental rationaiity and broad-based social ûust to 

promote it, the state must also be willing to support them. Under these circurnstances, the 

state has to hamess its resources and assist the amall-scde industrial sector, since it is of no 

use to claim to make it an engine of growth, when the government is not committed to 

support them with the necessary funk, perso~e l  and other resources to enable the sector to 

perform optimally. As Jackson notes, economic development is stimulated when there is a 

harmonious relationship between entrepreneurs and their institutionai environment much of 

which is provided by the state, through support in areas such as training, Somation, hance, 

'O8 D .  Brautigam, "African Industrialization in Comparative Perspective: the Question o f  Scale," Loc. Cit., 
p. 140. 

109 R Tangri, The Politics of Patronage in Afica, ûp. Cit., p, 146. 

"O W. I. Tettey (1996), Computerization and the State Capacity Building in Ghana: Evaluating the Impact 
of the New Information Technologies on Public Sector Refom, Ph. D Thesis, Queen's University, Kingston, 
Ontario, Canada, p.33 1 ;  See also B. Berman , "Afiican Capitalism and the Paradigm of Modernity: Culture, 
Technology and the State,", Loc. Cit., p. 245; A. MacEwan, Neo-Liberalhm or Democracy? Op. Cit, Chap ter 
Two. 



export and investment promotion, and te~hnology.'~' Until govemment shows such 

conmitment and provides sufncient assistance and resources to the mail-scale sector, its 

desire to build a strong industrial base and make Ghana a middle incorne country b y the year 

2020 will forever remah a vision. 

We shodd note that while the role of the state in the process of national development 

is paramount, its chances of success are complicated and hindered by the low levels of trust 

that entrepreneurs have in institutiond arrangements, and their perceived Iack of transparency 

in the Ghanaian political system. Such an environment which is characterized by suspicion and 

mistrust is not conducive to business success. As Warren argues, tmst in institutions arnounts 

to knowing that the d e s ,  values and noms of society are shared by al1 its participants and 

that they wouldregard them as binding. Where institutions do not recur consistently to shared 

noms, the bases of generalized and institutionalized mist erode."' Inasmuch as the 

government fails to address these issues, then industrial development will remain mattainable. 

While the recommendaticns and suggestions made on how social trust can be promoted and 

the small-scale sector cm hprove on its operatious, and also have a more capitalist 

orientation are by no means complete, it is my belief that when implemented, they could go 

a long way to enhance Ghana's industrial development process. 

'" P. Jackson (1999). Tiew Roles o f  govenunent in Supporting Manufacturing: The Capabilities of Support 
Agencies in Ghana and Zimbabwe," Public Administration and Development, 19, p. 28 1. 

'" M. Warren, "Introduction," Luc. Cit., pp, 6-7. 
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Appendix 1 

List of Interviewees 

Project Officer, GUTIS, Accra 

Publicity and Marketing Officer, GRATIS, Accra 

CIDA Management Advisor, GRATIS, Accra 

Engineering Designer, EDC, GRATIS, Accra 

Regional Manager, I T N ,  Kofondua. 

Research Officer, ITTU, Suame 

Chief Executive Officer, EMPRETEC, Accra 

Deputy Director, EMPRETEC, Accra 

Client S e ~ c e s  Manager, EMPRETEC, Accra 

Assis tant Manager, EMPRETEC, Accra 

Client Manager, EMPRETEC, Kofondua 

Regional Manager, EMPRETEC, Kumasi. 

Project Officer, NBSSI, Accra 

Assistant Project Officer (1), NBSSI, Accra 

Assistant Project Officer (2), NBSSI, Accra 

Head (EDP), NBSSI, Accra 

Assistant Director (Credit and Investment), NBSSI, Accra 

Project O fficer, Business Assistance Fund (B AF) Secretariat, Accra 

ln Secretary (Development), Department for International Development, British High 

Commission, Accra. 



Deputy Director (Research and Planning), GIPC, Accra 

Counsellor/Co-ordinator, DANIDA Private Sector Development Programme, Accra 

Prbcipai Industrial Promotion Ofncer, Ministry of Trade and Industry. 

Accounting Officer, Association of Small-Scaie Industries (ASSI) 

Marketing Specialist, Pnvate Enterprise Foundation (PEF) 

Marketing Speciaiist, Ghana National Chamber of Commerce and Industry. 

Consultant, Association of Ghana Industries (AGI) 

Programne Co-ordinator, National Development Planning Commission (NDPC), Accra. 



Ap~endix 2 

OUTLINE FOR INTERVIEUrLNG PERSONNEL OF ORGANTZATIONS 

PROMOTING SMALL-SCALE INDUSTRIAL DEVIELOPMIENT. 

1. When was this organization established? 

2. What are the main aims and objectives of the organization? 

3. What are the main sources of fiinding of the organization? 

4. How can these sources be improved upon? 

5. What are the main forms of assistance that are provided by this organization to small-scale 

industries? 

6. What is the policy of the organization regarding the provision of hanciai and non-financial 

(entrepreneurid) assistance to small-scde industries? 

7. What factors do you take into consideration before assisting any smalkcale industry? 

8. How rnany businesses have benefitted kom the various assistance provided by your 

organization? 

9. How effective and useful has the organization been in prornoting small-scale industriai 

development? 

1 O. Do you th& the assistance (hancial, training programmes etc) that this organization 

provides to small-scale enterprises a e c t  their businesses and general orientation? If Yes, in 

what way(s), and why? If No, why? 

1 1. What are the most important issues that are deait with in the training programmes and 

workshops that are provided to srnall-scale industries by this organization? 



12. M a t  facilities do you have for providing the training programmes to small-scale 

industries? 

13. Does your organization assist smal1-scale entrepreneurs with the advertisement and sale 

of their products? If Yes, in what way(s) and why? If No, why? 

14. What criteria are used to evaluate the success or otherwise of the assistance provided by 

the organization? 

15. What are the main problems confionting the organization in its efforts to achieve its aims 

and objectives? 

16. What are your suggestions on how to deai with these problems? 

17. What are the main problems, if any, the organization faces when dealing with various 

small-scale industries, and how do you deal with them? 

18. What is the view of the organization conceming govemment policy on the development 

of the small-scde industrial sector? 

19. What is your personal view on the issue of governmenial poiicy toward the small-scale 

industries? 

20. Does the govenunent contact this organization in formulating policies designed to 

promote small-scale industries? if Yes, why? If No, why? 

21. Do you speak to representatives nom various Ministries on matters relating to policies 

afEecting the small-scale sector? If Yes, how often? TfNo, why? 

22. What are some of the issues that you talk t~ these Ministries about? 

23. What is the role and position of this organization in the overall govemment development 

policy? 



24. How couid government policy towaids the small-scaie sector be irnproved? 

25. What are the main structurai and institutional problems that srnail-scale industries face? 

26. Of these structural and institutional problems, which is the biggest one, and why do you 

consider it to be the case? 

27. What are the main cdhirally-related problems that small-scaie industries face? 

28. Of all the cultural problems mentioned, which is the biggest one, and why is this the case? 

29. In what way(s), if any do these structural and cultural issues affect the development of the 

smdl-scde industrial sector? 

30. How does this organization help small-scale industries to deal with the structural and 

cultural issues and problems that affect their operations? 

3 1. How in your view can this organization improve on its operations of providing hancial 

and non-hancial assistance to small-scale industries? 



Appendirn 3 
OUTLINE FOR INTER-WING OWNERS OF SIHALL !? LE 

ENTERPRISES 

INTRODUCTION 

1. Who owns this business? ..-............... 2. Age ...................... 3. Gender ................. 
4. When was the business established? ....-..,.......-.-..*.-................-................................----.- 
S. Why was the business established? ................................................................................... 
............................................................................................................................................... 
6.  What kind of work were you involved in before establishing this business? 

DETAILS ON FIRM 

1. What kind or type of business are you involved in? 
a light engineering ............................................................................................................... 
b. food processing ............. .. ................................................................................................ 
c. wood processing ............................................................................................................... 
d. textiles and clothing ........................................................................................................ 
e. O ther (specifi) .................................................................................................................. 

2. How do you acquire the raw materials used in the production/manufacniring process? 
a. open-market purchase ..................................................................................................... 
b. renting ...................................... .. ................................................ 
c, import ............................................................................................................................. 
d. fiends ................................ ,.., ........................................................................................ 
e. other (speciQ) .................... .................................................................................... 

3. How do (did) you acquire the machines, tools and equipment used in the 
produc tiodmanufac turing process? 
a. supplier ............................................................................................................................. 
b. renting .............................................................................................................................. 
c. open market purchase ....................................................................................................... 
d. fiends ............................................................................................................................. 
e. other (speciQ) .................................................................................................................. 

4. Who c e e s  maintenance on or servicedrepairs the tools, machines and equipment when 
hey break down? 
a. self .................................................................................................................................... 
b . supplier of equipment.. ..................................................................................................... 
c. independent enterprise (repair shop) ................................................................................ 
d. other (speciQ) .................................................................................................................. 



FINANCES 

1. What were your main sources of capital and finance when you established this business? 
a, Bank loan ........................................-......-....-.................................................................... 
b. family and relatives .................................................................... 

.........................*............ ..*.....**.....*.......*.................*.................... c. personal resources ,. 

d. friends ............................................................................................................................ 
e. other (speciq) ................................................................................................................ 

2.Have you applied for any loan(s) h m  any banking institution(s) since you started di is  
business? Yes ... No ... 

3. If Yes, for what purpose? 
a. purchase raw materials .................................................................................................... 

............................................................................. b. pay wages and salaries of employees 
c. buy equipment ................................................................................................................ 
d. other (specifi) ............................................................................................................. 

... .... 4. Did you secure the Ioans that you applied for at the bank(s)? Yes No 

5 If Yes, what were the conditions attached to the loans? 
............................................................................................................................................. 

6. If you have applied but not secured any loans, why is this the case? 
.............................................................................................................................................. 

7. If you have not applied for bank loans, why is this the case? 
............................................................................................................................................... 

8. Besides the hancial institutions, have you received any financial assistance fiom other 
private and public sector organizations? Yes ... No ... 
9. If Yes, which organizaîïon (s)? What was the nature of the assistance? 
.............................................................................................................................................. 

................................................... ............... 10. What about the Business Assistance Fund? .. 

1 1. M a t  were the circumstances under which you received the assistace? 
.............................................................................................................................................. 

12. How much do you spend on seMces like water, phone, rent, electricity etc per month? 
.............................................................................................................................................. 



... ... 13. Did the energy/power crisis in 1998 affect your business? Yes No 

14. IfYes, how? 
a reduction in production (by what %) ................................................................................ 

..................................................................................................... b. laying off of workers 
c. inability to repay loans .................................................................................................... 
d. other (speciQ) .................................................................................................................. 

15. If No, why were you not affected? 

16. Do you keep any record(s) on your business? Yes ... No ... 
17. If Yes, what kindhort of records and why? 
.............................................................................................................................................. 

18- Lf you do not keep records, why? 
............................................................................................................................................. 

WOWUCR SKILLS 

1. What is your highest level of education? 
a No formal education ....................................................................................................... 

.............................................................. b. O & A Level or CommerciaVTechnical School 
c. universityftertiary ........................................................................................................... 
d. other (speciQ) ............................................................................................................... 

2. In what way(s), if any do you think this education or training affect the operaiions of your 
business? 
.............................................................................................................................................. 

3. How many people are currently employed in this enterprise? .......................................... 

4. What factors do you consider before employing your workers/employees? 
............................................................................................................................................... 

5. Which group of people would you prefer or prefer not to do business with and what are 
your reasons? 
............................................................................................................................................... 

6. Have you or any of your worken received any iiiânigerial or technical training or attended 
any workshops fiom any private and public sector organizations since you started this 

... business? Yes No ... 



7. If Yes, which organization(s), and what were some of the issues that were dealt with in 
these workshops and programmes? 

8. In what way(s), if any, did these workshops and programmes change/afféct your business 
orientation and the operation of your business? 
.............................................................................................................................................. 

MARKETING 

1. How is marketing of your mdac tured  products done? 
.............................................................................................................................................. 

2. Do you make use of salesmen and advertking to market your products? Yes ... No ... 

3.If Yes, why and how effective have they been? 
............................................................................................................................................... 

4. If No, why don? you advertise and make use of sdesmen? 
.............................................................................................................................................. 

5. Who are your main customers in Ghana? 
............................................................................................................................................... 

.... .... 6. Do you export any of your products? Yes No 

7. If Yes, how much and to where? ...................................................................................... 

8. If No, why? 
.............................................................................................................................................. 

9. Do you manufacture or engage in production solely on advance orders, or do you always 
have stocks of your products? Why is this the case? 

CULTURAL AND POLITICAL QUESTIONS 

1. To which ethnic group do you belong? 

b. Ewe ............................................................................................................................... 
c. Ga-Adangbe .........................,..............................+....-...+.....--...................................... 
d. Mole-Dagbani ................................................................................................................ 
e. Other (specie) ............................................................................................................... 





15. If Yes, why? 
.............................................................................................................................................. 

16. IfNo, why? 
............................................................................................................................................... 

17. Should employees and subordinates take decisions conceniing the business and work 
without your knowledge and approval? Yes ... No ... 

18. If Yes, why? 
............................................................................................................................................... 

19. IfNo, why? 
............................................................................................................................................... 

20. Are there any cultural practices that in your view inhibit or promote business in Ghana? 
If Yes, what are they, and how do they? 

2 1. What are the main problems that confiont your business? 
.............................................................................................................................................. 

22. How do you deal with these problems? 
............................................................................................................................................... 

23. What measures or policies should the govemment and various pnvate and public sector 
organizations take to assist small-scaie industries? 

24. Have you been in contact with govemment MPs opposition party or any interest group 
to assist you to Muence govemment policy that affect your business? If Yes, how helphl 
were they? 
............................................................................................................................................. 

25. If No, why? 
............................................................................................................................................... 

26. Any other comment~? 
............................................................................................................................................... 

THANKS FOR YOUR TIME AND CO-OPERATION 




